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The insurance and asset management industriesaptaigical role in the global
financial system and contribute to economic growthoth mature and emerging markets.

They are a pivotal provider of financial stabilttyough the transfer and mitigation
of risks and the management of trillions of doller$unds for long-term savers, including
public and private pension funds.

Yet, as these institutions look towards the futuhey face a rapidly changing
business environment and an increasingly unceriaknlandscape that will challenge
their ability to provide these core societal fuons.

A prolonged environment of low yields is placingegsures on investment returns
while ageing demographics and more frequent cagasic events driven by climate
change, political instability and terrorism arehasing the risk landscape.

At the same time, micro and macro prudential raguy changes driven by the
2008 financial crisis are exerting a growing impact insurers and asset managers,
exposing the sector to increased scrutiny by agafi@uthorities that extend beyond their
traditional supervisors.

In the first paper entitleAbout the Disciplinary Content of Doxastic Managaime
, we can easily discover a new term in managemdst, paper talkingabout the
disciplinary content of doxastic management, dogzashanagement being a new
epistemological covered by copyright scientificaity2013.

The second paperConsequences of Meta-Linguistics Participation dre t
Operationalization of Dynamic Management Doxastiogic, describes aspects of
doxastic procedural behavior, situations of targibbnagerial decision in doxastic field.

In her work, The impact of management communication on the idasisto
increase the performance of an organizati@ezarina Tofan tells us that many Romanian
companies are going through a difficult period, evthimakes the care of managers to
materialize more on obtaining immediate profit aackly on some less obvious aspects
such as communication influence on labour prodigti&he thinks that managers do not
consider communication as a factor of real impararthat may affect the staff
performance. Also, she believes that the way wenconicate with those around us in the
professional activity, but not only, place theirrinan the results. She said that quality of
management communication influences the way hovwhtimean resource is used and the
organizational performance, in particular. Cezarihmks that each individual has a
certain style of communication formed by educatiskills, beliefs and personal goals.
But, it does not always ensure the effective arfitient communication. Mrs. Tofan
believes that is a necessity for managers to wielsubordinates, but also to themselves,
changing the attitude towards "science communioatioy realizing the positive and
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negative effects of their own style of communicatiand raising awareness of the
necessity to acquire some communication skills.

In his scientific paper, entitledScientific approach to catastrophic risk
reinsurance professor Titel Negru discusses about partidalans of reinsurance treaties
that are used within activities of insurance congmnHe said that ech of the treaties in
guestion offers different possibilities of protectian insurance company’s portfolio by
providing different ways of the risk transfer. Helibves that reinsurance is necessary to
perform correct financial economy of an insuranaepany. Hence, appropriate selection
of a scope and methods of reinsurance in the cbwifernsuring risks of catastrophic
nature gains in particular importance. He is tryiodell us that catastrophic risk are more
and more frequently observed and they are morarad expensive. The paper suggests
application of a decision tree as a tool that sugpan optimal selection of the scope of
reinsurance for a given structure of the insurgruaréolio.

Supply chains are becoming increasingly esseatiass industries and sectors, as
businesses become more globalized and manufactia@ilgies and customer bases are
more spread out across the world. Technologicahmacks have also led to greater cost
efficiencies and reduced transport time, but mahgllenges and risks remain to be
resolved if firms are to meet the needs of thestaomers for ever-increasing speed and
flexibility.

The Global Agenda Council on the Future Logis8cSupply Chains strives to
raise awareness regarding the importance of sugyn strategy to both business and
government. Over the two-year term, the council @iplore a variety of topics meant to
advance this agenda. Potential topics will include:

1) Trade facilitation: Encourage a multistakeholdeogue and collaboration to reduce
barriers to international trade

2)Sustainability: Highlight innovative supply chammactices, which optimize inventory

velocity and commercial benefits while also suppgrpositive environmental, social and

economic outcomes

3) Responses to supply chain disruptions: Exploeeinnovative ideas, technologies and
business models that are transforming supply dhasmess

4) Supply chain risk: Identify the most criticakélats facing supply chain networks and
develop new tools that promote efficient risk maeragnt, security and resiliency

The scientific work Strategic Approach to Supply Chain Management gistcs
debates strategic approach to supply chain manageméogistics. The authors say that
according to its mission, the fundamental purpokdogistics is to contribute to the
achievement of customer services in terms of eificy. Also, the authors believes that a
higher level of service requires those decisiongdamit the firm to meet an optimal
service level and a complete customer satisfagtiorerms of price, time value of the
invoice, goods arrived safely at their destinatiomconclusion, the authors say that the
level at which an order is satisfied is a meastith@® performance of the supply chain of
the company and of the strategy applied by the eomjor its management.
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The world’s economic growth and prosperity is dni\®y industries creating goods
and services of all kinds. These goods and senacesnainly produced by small and
medium-sized businesses, which are often owned &ingle person or a small team of
entrepreneurs and which are a driving force in feation and local economic
development. Financing small and medium-sized prgas (SMESs) is challenging for
financial institutions for a number of reasons, bspecially because lack of information
makes credit assessment difficult.

A number of factors affect SME finance. For exam@ome developed countries
take a capitalistic approach with little governméententives for SME financing, while
others leverage government guarantees to suppaiinig to the SME sector. In emerging
economies, SMEs are primarily financed from sourgetside of the formal financial
sector, which is expensive for the enterprise amd lunder its growth. In addition, new
capital requirements and banking regulations imgasefinancial institutions have made
the financing of SMEs even more difficult and exgiga. Against this backdrop, the
emergence of alternative, technology-enabled metafisancing, such as crowdsourcing
and business models based on advanced data-asalytier opportunities to advance
financial inclusion for SMEs.

The World Economic Forum’s Global Agenda Coundailtbe Future of Financing
& Capital aims to provide thought leadership tousities that channel financing and
capital into the real economy, with a particulazus on finance for SMEs.

In their article,Situation of regulations for holding companies ionfanig the
authorspresent the tax facilities applicable to Romanighofding companies, ranking of
the first 20 countries that investing in our coyntheir activities field and the necessity to
approve the law holding company.

Liana Gadau, in her paper entitl@dnew dimension in activity reporting and the
performance of the enterprise — non-financial repay says thaturrently the focus is on
the fact that non-financial reporting is esserfoalthe transition to a sustainable economy
which combines long-term profitability with sociaiclusion and protection of natural
resources. Therefore, she thinks that the presaqpiirements of the European Union
institutions on reporting non-financial enterprisesl large groups of enterprises require
that they report to both environmental and socsalall as issues regarding compliance
with human rights issues on combating corruptioth larbery. She believes that it aims is
to increase the transparency and comparability gmarge companies. The merit and
importance of non-financial reporting is that besis goes beyond performance, reporting
financial size classical concept of performancestiiompleting two new dimensions:
environmental and social.

The scientific paper of professor Roxana Stefane€sibernetic model of the
economic agentis based on the synthesis of the economic systamas processes
management. It analysis the cybernetic charadtisif the economy, it defines in a
system manner the market and analysis its chaistatetraits and synthesizes the
cybernetic characteristics of the economic agemt.the first part of the paper are
identified the systemic and cybernetic traits ¢ tharket that determines the behavior
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and functionality of the economic systems. In theond part are presented the economic
agents, categorized in elementary agents and agjgragents. At the end of the paper, the
economic agents are shown from the systemic, ceglierperspective.

Organized protests and popular unrest involvirivarse cross-section of society
are taking place in all corners of the world. lagiegly, those involved in these protests
are turning to mobile tools and other technology cteate and sustain this civic
participation. Armed with these tools, citizens demanding change and are sometimes
even influencing decision-making processes thrabghform of collective action.

But how much do we know about the effectiveneghesde tools in creating lasting
engagement in other forms of civic life? What dre links between offline and online
activism? If there are links, are there any conohsto be drawn regarding age, gender,
location and issues? What sort of effects are thmeeeements having on traditional
government structures, businesses and civil soorgignizations?

The Global Agenda Council on Civic Participatiamsa to understand more about
how these virtually empowered citizens are creasingal movements. The council will
also develop new ways for governments, businessé<iail society to work with these
movements in a way that achieves positive socitarnes.

The purpose of the scientific paper entitl€de role of public diplomacy in
international relations in full process of globaizon was to highlight the role of public
diplomacy in linking countries of the world in theocess of economic globalization. Like
objectives authors intended to emphasize the lkohg®wers that plays an important role
in public diplomacy and national policies. The istigations carried out by authors so far
shows that contemporary international relationsomded, under the impact of
globalization, a process of resizing, which leag¢he removal of the state monopoly on
foreign policy. As a result, a whole range of neate actors influence the image of a
country abroad and information technologies giveent multiple communication
mechanisms. In this situation, authors think thaplodnatic activities must be
accompanied by a process of communication, boitis internal and foreign markets.

Global trade is an important driver of economiovgth. The changing nature of
world trade, however, poses challenges to glolaaletrgovernance. The rapid shift from
the developed to developing economies in the pasade, the rise of global value chains
and increased foreign direct investment (FDI) flowmong others, have made global
trade governance more complex. The speed of thesgges also means that new realities
are not reflected in a timely manner.

Against this backdrop, the aim of the Global Agei@buncil on Trade & FDI is to
inform the policy debate on critical issue areastlmn global trade agenda.Past work by
the council includes examining plurilateral agreataeas a complement to the single
consensus rule in the World Trade Organization (\WHED analysis of how regional trade
agreements (RTAs) can dovetail with WTO disciplinesd a review of global value
chains and how they affect or should affect tradlecies in countries as well as in RTAs
and in the WTO.
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In 2013-2014, the council addressed the role ojawegional trade agreements
such as the Trans-Pacific Partnership and the US-Edsatlantic Trade and Investment
Partnership. A 2014 report by the council presartislistic discussion on mega-regionals
trade agreements, including their potential impactglobal trade and investment flows,
the reaction of rising powers to mega-regionale tmpact on BRICS and non-
BRICS economies, the role of the business commuratyd how to facilitate the
relationship between mega-regionals and the midtdhtrading system.

In the new term, the council aims to impact intetgrnmental and governmental
policy by advising stakeholders shaping the futafethe global trading system. This
includes contributing substantively to and advisargthe direction of the Forum’s E15
global trade project in cooperation with ICTSD.

The reason or motivation for addressing issuesa@lto the Black Sea region in
the work entitledAdvances on how to strengthen the peace withiBlhek Sea regiois
multifaceted and requires adequate explanationschwhiill be refereed to here from
Romania’s perspective as: a Black Sea area cobgitgeography, historical background,
cultural and social characteristics, also beingai@ge of economic and cultural changes,
peace stability and military safety. The Black &sgion’s economy and standard of life is
sensible to the various factors and trends origigah the region. The paper aims to offer
new perspectives in sustaining the idea of a véduabntribution of whom/what at the
regional stability.

New technology is arriving faster than ever anttifithe promise of solving many
of the world’s most pressing challenges, such asd fand water security, energy
sustainability and personalized medicine. In th&t gaar alone, 3D printing has been used
for medical purposes; lighter, cheaper and flexiblectronics made from organic
materials have found practical applications; angydrthat use nanotechnology and can be
delivered at the molecular level have been develapenedical labs.

However, uninformed public opinion, outdated goweent and intergovernmental
regulations, and inadequate existing funding moftelsesearch and development are the
greatest challenges in effectively moving new tedtbgies from the research lab to
people’s lives. At the same time, it has been olegkthat most of the global challenges of
the 21st century are a direct consequence of tre¢ important technological innovations
of the 20st century.

Understanding the implications of new technologies crucial both for the timely
use of new and powerful tools and for their safegration in our everyday lives.

In their work entitledTowards 2030 and more: designing a sustainablerdytine
authors are trying to tell us that global developims not only a strategy, a practice, or a
process. It is also a perception linked to mentaistructs and desiderates, a place to
reinvent living and doing business. No matter tlbeid of it — social, economic,
environmental, the single approach will never beugin. Changes in global development
issue, aggressive challenges of competition ancertaioty for market, society and
individuals at a local level impact more widely thaxpected and are described by
complex systems science as the “butterfly flappief§éct, influencing development in all
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its dimensions. The change comes along with oppiies, risks and challenges, which
influence both life and work. In the scientific gapthe authors combat the myth of “no
choice” policy and sustain the recovery of the fameéntal values by exploring new
approaches to the relationship between governmesaidets, society and environment.

We also recommend our readers an interesting boak 2014, called:Capital in
the 21st century, by Thomas Piketly which the author attempts to explain the dynamic
of the last two centuries income inequality in deped countries. Shortly after the
release of the English version, appeared excetnews from some major economists
like Robert Solow, Paul Krugman, Robert Shilletthiee Nobel Prize winners, as we all
know.'It is the most important book of the centugdncluded Esquire magazine, and
Paul Krugman, Nobel Prize winner for Economics,cdégd it as"a volume really
superb”and"an extraordinary work [...] certainly the most esamic important book of
the year if not the decade.In turn, Martin Wolf, one of the most influentiariters on
economic issues worldwide, says that the work &y is"extremely important'and
Branko Milanovic, a former World Bank economistidsia is "one of the primary work of
economic thought ".

Finally, we hope you will find interesting thisslee 2/2016 and we strongly invite
you to address your comments and suggestions at
office_analeserieconomie@spiruharetand of course to submit your own work via
online submission system.

Broaden your horizons discovering new interestopds !

Associate Professor Elena GURGU, PhD

Deputy Chief Editor

Associate Professor Raluca lleana ZORZOLIU, PhD
Associate Professor Aristide Dumitru COCIUBAN, PhD
Editorial Board Members
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Abstract

The article stated, in substance, that by acceptimg hypothesis of continuing
transformation of content and configuration "smalbrlds”, along with developments in
technology and behavioral sciences, necessarilypaued the finding that mutations endo-
exogenous influences organizational entity as a levhiois notable consequences on
management. Doxastic management is a new epistgimalocovered by copyright
scientifically in 2013. It appears that is not yi$cerned neighborhood structure between the
model, physical reality and metaphysical realityalso considers that the segment infinite /
finite (physical reality model) possible site maeagnt, doxastic operating, new emphases
on the horizon iterative expected idealization fep. Etymological explanatory are
described aspects of doxastic and believe that gemant is global doxastic depositary of
conceptual management. Describe the elements #fisedmanagerial complexity in terms of
using new information technologies, shaping thdyeeonceptual management and doxastic
formulas disciplinary explanatory content doxastianagement reflected in the conceptual
doxometric premises management.

Key words: doxastic management; metaphysical reality; doxoynetoncepts in
management; global management; neighborhood strectu
JEL Classification: M10, M14, M20, M50

Introduction

Doxastic managemeid a new epistemological covered by copyright redieally in
2013 [loan Gaf-Deac, 2013]. It is of note that ao¢ yet systematized management practices
that properly be mastered conceptual flawed proocesmization and management.
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Experiences from different variants / versionsedlity are not yet exploited systemic
management. The real direction that the compamgisncing the real essence of ledership
community. Or, was this targeting needs meta-manage and managerial doxastica to be
perceived, assumed legitimate. lllusion and delusimectional management can come from
anywhere and they can not be circumvented. We \zelieat, in fact, can act against their
leadership, but using quasi-discrete acts of maragefluence doxastic Changing belief in
doxastic management may be irreversible when ip&ctson is positive.

Reviewing conviction for change is not necessanlythe decision making process,
but the road is expected success of such transfimmsagjuasi-continuous adjusted.

It is considered that a conviction is obtainedadesthat does not require changes when
closing / managerial limited access any of the nranyti-agent intelligent agent that can no
longer produce or to provide new transformatiorilsi@nces.

The tentative statement of the resul) (manager requires commitment to change
belief. Current trust / belief assumed the managece stabilized it is apt for its use
widespread

Explanatory etymological issues on doxastic

Doxology doxology, doxologiesjo understand directly, specifically refers to an
"anthem" or "verse" in the Christian liturgy, inder to glorify God. Greek term meaning
doxa can havepinion.

Doxastica may therefore be related to personaliomnin the context of discussions
regarding their susceptibility to deeper interptietes of the faith / trusDoxa meaning of the
term extension is thepinion suggestive idea.

Its etymology is from the Latiroxologia or doxa, marking estimation purposes,
glorification prayer (prayer), plugo, meaningful speech, a speech fully believe, believ
Doxastica is closely related ttrust or faith. Being doxastic signifies commitment
predisposition or disposition to believe, with exd®ns in enough states of faith or
confidencan judgments, opinions, desires, wishes, requests.

On the other hand, the termioksei signifies "retain”, "believe"” and "support".
However,doxaterm aims which do not express the view that tdgaity. In this way, appears
early'opinion logic" so doxastic expression of what is believed.

Doxastic logicis part of modal logic afrust anddistrust More generally, the logic of
trust is part of the logic dealing with "generaldt’. Management opinion truth is not similar
to its fundamental truth. [loan Gaf-Deac, 2013]

Explanatory Dictionary of the Romanian langug@EX online, 1998] presents the
word doxology explanation of "liturgical chant holyinity.” The origin of the word is,
according to the same sources, the "doxa" = glorg &dogos” = speech. In another
perspective, closer to the organization and manegenthe explanation for théoxology
occurs as "systematic study of the role it hppreciationin school education”. Essentially
liturgical doxologyis glorifying form of expressing transcendencemaly the power and
majesty of divinity, so the truth in the act of ypeg, of liturgical worship.

One can make distinctions between states "doxastind "sub-doxastics"”, which in
turn leads to man registration states "personatl’ the "sub-personal” and full faith / self-
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awareness, differentiated intermediate state sesidy thinking to reach the fullness of self-
consciousness.

Example of state imaging doxastice can be giveaxaynining the trunk cut circles. In
essence, the number of circles can give informadibout tree age respectively (doxastic
state), but does not show the full state / absobaafidence that this signifies that age,
complete, final (state sub-doxagdic Confidence in the context of proximity doxastica
highlights a statement, a belief on faith in a eohf a sentence that is known and expected /
followed with certainty (is "considered" with cearity). Perception of knowledge itself
becomes awareness / knowledge.

On the other handoxology (Doxology / ... giesgccording to de dictionaryThe
Merriam-Webster Dictionary 2004] usually signifies action in faith utteranof "a short
hymn of prayer to the deity(short hymn of praise to God")n the acting Human plan
through such an approach is foreseen "trusted agtjgn” or address search to trust, belief
that God, being launched namely "substance of“faitfaith and knowledge.

By similarity, the plan is advanced concern for lamrperceptual horizons deeper
knowledge,to prove belief in organization and managementis the trend of "idealization
patterns” formalized organization and managemetitenarea of life and aspirations to limit
metaphysics. Beyond the horizon there is a petdeptirtual different philosophy, namely
"other knowledge".

It is not yet discerned neighborhood structure letwthe model, physical reality and
metaphysical reality. We believe that the segmafiite / finite (physical reality model)
possible site managementperating doxastic,new emphases othe horizon iterative
expected idealization / aspiratQuasi-complete objectification management decssitan be
obtained by iterations and iteration as long asletectable only certainty in the construction
of finite elements, quasi-infinitesimal.

Such a view is advanced through the managemens rianthe original formula, for
the first time, relying on conceptual refinemerdtthervades the environment, economic and
social-productivegenerally classified as systemior the beginning of the XXI century.

OmniscientLogic (omni-scientific) herein is considered proceduralihite logical
understanding” by charging iterative advanced kedgé used in organization and
management. Information escalated substance iselbmes aware, that information into
understandable charged compound. Moreover, undeiata the perception is ultimately
linked to the "logic of infinite understanding." ¢&ic M., 2004]

Having knowledge perceptiooonventional means commitment and immersion in the
metaphysical information. In understandable or desiknowledge doxastic means
"knowledge" or simply "informed"Epistemic limitation,in fact, agrees formalization and
"zoning brand / marked 'knowledge. In such a petsge formalized rationality operates
between limits / borders / boundaries consentingc®/ source of knowledge.

Overall management - conceptual repository of dogasanagement

Accepting the assumption of continuous transforomatiof the content and
configuration "small worlds’, along with developments in technology and behavio
sciences, necessarily supported the finding thatatoms endo-exogenous influences
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organizational entity as a whole, with noticealasequences on management. [Kocken M.,
1989]

However, among all technologies there is a morequaced and visible coherence
quasi-infinitesimal. The technologies are abouliri& sciences. Productive steps, so purely
empirical and management are declining.

The dimensions of technological and managerialisciigdifficulties) going through
stages, or generalized, businesses appear toatadyterpret global factors.

Technological and managerial transformations cdarbeaconsidered a minor amount
of constraints that could be solved by simply pasthg the physical system and equipment
performance equipment, or by introducing artificialethods of management theory.
Reducing settlement only exclusive introduction a@dmputerization is also frequently
inappropriate and ineffective when applied "inlitseinilateral / unidirection.

There is a permanent contradiction between stroodygtivity growth (technological
and managerial tangible sources / classical) ageneration insufficient demand, which may
lead to a different time subfui@nare economic entity. It is time to bring addealue
management, relying on knowledge, technological ammhagerial sources intangible /
innovative rupture.

Complexity of management in terms of using new infonation technologies

New technologies for information alongside the itesof behavioral sciences in general,
presents the following consequences managerialipal with the advent and application of their
introduction processes productive-industrial ofgesses and technical methods us with different
parameters, superior to existing ones; the emeegehmew objects: products and services
increased degree of novelty; the emergence of reing of transformation of knowledge,
materials and materials which the technologicatgss. [Gaf-Deac M., 2011]

New technologies form a family with items individlya in a certain time - dominates the
competitiveness and productive processes-indukir@iledge through: complexity; is the ability
of a system to move to a large number of distitaties in a short time; noncomplexe systems
machines are so trivial as they have a predefirgd\or, predictable; ecological and social
systems are complex, so nontrivial, because tleéavior at a specific time is not predictable.

Instead, diversification of technological changadie to complex systems specified in
industrial-productive. Type of sources, the rangeds technical expertise to enterprises require
new methods of action by "news" .Complexitatearieldgy can be managed as programming
the machines in action denotes transformation fli@mnd to obtain more precise results you want.
A bad management, lack of rules or enforce thenir(ited application) determines the apparent
technological sophistication. [Gaf-Deac M., 2011]

Classic industrial processes-productive complégitycreasing as the general economic
environment are circulated information, so knowkdgd reactions over which hovers a constant
uncertainty about their validity.

Shaping nascent conceptual doxastic management
Doxology managemerns a form of confirmation, validation, legitimacincluding
laudatory assessment, in comparable terms or #wadsace competitive organization and
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management. It felt / feeling the power and allrespntativeness of an act complex
functional management structures of organizatiod amranagement. In other words, there
could be even a managerial worship (cult orgaronaéind management), which is more than
the results, solutions, techniques, procedureshadst etc. organization and management
offered by the current management science, ordinavial. [6]

Equally, "telling word" (doxa and logos) can be a complex proposal, amstatt that
management initially presents itself as self-cahttary. In reality, whatever he says
expresseas truth, conventionally desirable, acceptable or unactdptar undesirable.

The apparent non-contradictory of "telling", sowmsg the manager of an image
nextmeta-procedural (above techniques and managemehboscan be found in "opinion”
or "statement" expressed contrary to the geneaalbgpted about a certain "organization and
lead". A statement is contradictory assumed managethrough the prism of the objections
of its opening.

Incredible managerials the immediate contrary to expectations. Fomgda, para-
management, non-management, etc. formaliz come¢h®gas elements of meta-managerial.
One such approach is possible to sense the propgsaéiue, but the organization and
management which would be self-contradictéalse by default content. An approach or a
commitment to use the proposals that we think tsign doxastic management and
organization.

However, it can be said that the mere belief hfaitanager on some truths arising
declarative sentences in some of its meta-invoiaeagement is not strictly necessary to lead
to contradictions. We are accustomed to ante-itladeadoxes management decisions, which
are spotted and mastered. The doxology managerheuntdsbe taken of the need for strict
prior reasoning.

Thus we witness a certaihberalization managementtb take it out of the shackles of
methods and techniques of organization and manageme

Managements not and should not be over reality, namelydominator”, "leader" or
"dominance" of the processes, phenomena, objefitsld is and must remain the instrument
of increasingly open, flexible, adaptable and gatafor carrying on certain alignments
processes, phenomena, objects to attain certaiessthereof from which to extract (to
separate) results.

Elements of meta-management doxastic interrelatiomgps

Meta-managemerdims faith, belief, opinions, outlook, confidend®eturning from
traditional teachings is going to get Tangent detyaof words and meanings known
formalization life organized and conducted in théimary world. The human mind (manager)
believe or trust manifests itself in a process,npineenon, person or object when induce
organization and management.

Managerial faithis belief as to the truth referring to some statieseality organized
and managed. Examination of signs, samples et¢erbnontextual conditions or situations
related processes, phenomena, objects etc. leadsaptancer acceptance managemeit.
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the background is seen a pseudo-certainty or auainty among him who believes
(manager).

Moreover, the feeling among managers that meetsrtaie formula of organization
and management there is always "something" realflizge conventional sense. [11]

Thus, a sentence, a phrase, a fact acceptancegahipation and management,
assertion, etc. one by one or together may be willkkout immediate personal knowledge of
the condition / situation concerned.

The meta-management and insurance management dweetstic partial absolutely
positive without knowing and without complete carta the road towards targeted results.
Persuasion, conviction, confidence, etc. all pgraiting justification empirical knowledge
management.

Doxometrics conceptual premises of management

Different situations that reflect the realitiesaminventional environment variables are
found in conventional doxastice conceptual expoessi In practice requirements occur
frequently targeting parameters need to identifg telative size of meta-management
variables. [Gaf-Deac M., 2008]

However, the theory expressed or made in a paatiaadntent should be tested as a
next step, the immediate relations confirmed touled for qualitative and quantitative
predictions in a so-calledbxometry(Figure 1).[Gaf-Deac I., 2013]

By analogy,Samuelson, P.A(1954) show, for example, that econometrics is "the
application of mathematical statistics to providgep@ical support built using mathematical
economics models and provide numerical estimatdathematics, statistics and economics
in complex attribute their interference composeze ggconometrics, mainly the quantitative
study of micro or macroeconomic reality. In the &rid managementdoxometrygives
widening / breadth significant organization and agament issues, respectively actions
vision extreme limits of measurement organizatiod enanagement decision that may be of
interest.

Object, scope and derivation methods are subomloi@tometriei complex systems or
to substantiate decision-making, management beh@igure 2).[Gaf-Deac I., 2013]

Primary records management levels are followed \mluations intuitive, seeking
links between content and value observation dadiatla® dimensions and qualities measured
by modeling organization and leadership.

Thus, in the general context for management, iflerdausal relationships real
structural bases deterministic. [Gaf-Deac M., 2008]

Some values from a range bounded by the size aalitygwf organization and
management are determingabbabilistic values history.

Unraveling the mechanisms of transformation of aldles can specify relationships
between them real structure of functional managpr@cess or phenomenon studied.

Highlighting the way and form in which one varialaifects the other variable is the
complexity actionable approach appearance or relseaganization and management.
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Figure no. 1 Premises for formalization manageriatloxometry

as qualitatively and quantitatively predictive area
Source: Gaf-Deac, Bazele managementului doxas&®P, Bucureti, 2013

The rule aims to reduce as much as possible t@anegsehe relationship managerial
linear form.

The mechanism of transformation management is dposed by doxometrice steps
to obtain datasets considered to be true, thers ishown the maximum verisimilitude
organization and management.

The reality of managemenand imagingmodel, type "clichéat a given time for
organizing and managing records some isomorphidm, d¢ontents of which remain
contradictions between: 1) investigatib@ structure and management proceysstochastic
causes and manifestatign@nd between 3)statements and actual empirical-rational
organization and managemef&af-Deac M, 2004]

The finding marks above a mathematical differerd@sometry and management and
between treating quantitative empirical phenomegiold and statistical organization and
management problem, namely, rational structureareleorganization / management and
general managerial causes of the problem.
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Figure no. 2 Subject, field and managerial methodsf doxometry
Source: Gaf-Deac, Bazele managementului doxas&®P, Bucureti, 2013

In itself, doxometry by the fact thdtmeasures"so induce quantification credible
information determinesknowledge of organization and leadershipi’ the general sense,
cognitive. From a rational model it is possiblebtald, so the generation, an empirical model
which "pushes"”into new areas evolutionary knowledge managemsimguresults-images
(Figure 3.).[Géaf-Deac |., 2013]

Doxometric modelseconstruct the image management mechanisms #httdenew
statistical processing sub-image results, manageimelieves useful behavior of complex
systems.

Organization and management models credible pdisisthiare generated by specific
statistics, with which one experiences the whoteosalternative models of management to
establish the likelihood is maxiBtatisticile entrieginputs) main management processes
investigated. Reducible prediction may affect tkeelt that concentration or simplification
operated by statistical calculations lose potdgtiglermanent variables influence the
organization's credibility and leadership. [Gaf-Dé&, 2003]
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Figure no. 3 Getting results - mages usable for oagization and management

modification of complex systems
Source: Gaf-Deac, Bazele managementului doxas&®P, Bucureti, 2013

In fact, doxometria imaging is an extension or Hart development mathematized
credible organization and management, characterigedredibility never ideal. Between
micro and macro-dimensional relations are markeespectively formalized a non-
contradictory dualism. Applicability doxometrice dws tracked by image-result
simultaneously in two levels, namely micro and matranagement.

Adjusting doxometricrepresentatives andstimation procedures or credibilitys
search tools alignments prediction with higher degof verisimilitude in organization and
management. Simplifying assumptions should nouerfte the growth trend of identifying
managerial verisimilitude.

The framework for the interpretation of the manageial doxastic phenomenon

In systemic theory the system is definedasomplex of interacting elementdJnder
the system rationality identified immediate, visibinteraction is guided by scientific
principles / quasi-scientific order and determimesda whole, typically tends to continuously
improving its activity. For scientific purposes gméctical system is defined as: "is a group, a
complete assembly of natural and artificial eleraghtait generate common goals (a common
goal unites them)." [Gaf-Deac M., 2005]

The social organization is the most complex clasdesn and within it there is the
phenomenon of leadershipo identify the elements of a management systexastic using a
broader definition of the system, which is consédeto bean organized groupinga class of
phenomenawhich satisfy the following requirementbe able to specify a set, a lot of
elements of trust identifiable; be identifiableat@nship of trust between at least some of
them; certain trust relationships involve otheatiehships (infinite chain of relationships); a
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complex trust relationships at a given time invelg®me complex the next time, something
that highlights the dynamics of the system.

Structurally, bringing together systems refers pec#ic parties, among which are
listed:

a) Components of doxastic systelhese are the elements and connections. Is a
guality item (an object, a process, "a") of a phmanon, a feeling of confidence etc. which is
regarded as a part not subject to analysis. Sedtem@gents quasi-infinite limits of any concrete
or beyond the screen that opens metaphysical spaceme.

b) Relations with the environment management systexastio with exterior.in
relation to the environment, the management syskexastic appears as an inclusion and has
at least one input, one output, behavior and fondtnat relates to credit, faith, the acceptance
of the conventional good organization and / or ézaldip.

The concept oinclusionmeans that any system can fit into a larger straateliable.
The boundaries of a management system doxastielkatese, even trivial relative thresholds
managerial system because confidence is refleat@dsharp relativity referential system of
quantitative and qualitative possibilities. [GafdaeM., 2002]

c) Characteristics and principles of operation of detic management systenifie
value of the order is the task of credibility / ganion that one has solved the management
system as a whole higher doxastic organized inruranment that produces disturbances
credibility. Adaptability is the appropriation ok&ping output unchanged command value in
an environment of trust disruptive. Doxastic adaptnanagement system operates on the
principle of trust relative independence of thepotitrelative to the input of credibility as
outstanding value. Input-output relation doxastadaptive management systems can not be
explained only by the linear causality of classigaion but resides in a specific causal
confidence, being understood by the concept oilgtab

Doxastic management control may be considered tioxéeedback. Regulator is
connected with entry and exit. Following the reeecsnnection, it intervenes on the general
managerial system doxastic (direct interventionseatry is made reliable and the system
status).

d) Other operating characteristics and behavi@rientation is acquiring doxastic
management system to improve the level of respoasdsr various disturbances of trust /
custody.

The set of links of general system doxastic exteenaironment is performed using
material flows, energgnd thenformation [Gaf-Deac, M., Rgca I.P., 2014]

Any entity is characterized by entries consist loé trelations with otheentities
providingand outputs as relations witkeneficiary unitgFigure 4) [Gaf-Deac I., 2013]

To carry out its specific entity is equipped witletmeans necessary managerial,
operational and has a status of a control valueraeted by its plan. Subsystem leader link
connecting subsystem subsystems driven by infoomati

Achieving control value as a sub-process reached Bf information (feed-back)
from the makers. They take decisions doxastic mengcontrol subsystem, which they send
to factors that modify their action, making metanagerial value entry.
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Figure no. 4 Entries algorithm processing (transfomation) and

exit points in the doxastic managerial system
Source: Gaf-Deac, Bazele managementului doxas&®P, Bucureti, 2013

Doxastic managerial behavior

Superstate acting manager for behavior controuititbat manages to attract domestic
solve problems that arise in the operatioternal capacities of inventiveness and initiative
[Gaf-Deac M., 2007]

Exemplary behavior and general manager of the cagpngacomposeduperstatejn
pursuit of the tool company, multiple independemationships with the external
environment, both the company and the manager.

This takes place by opening suprastability contiotuit internal to seek means of
establishing equilibrium; company and manager hdwa adjustment possibilities, but are
truly effective only when it manifesttself as superstate

Intervention-compensation adjustnbés necessary in some periods derived precisely
because of the interactive site that it has theageamal system doxastic general manager.

Doxastic systenmelps understanding the concept of idea manageprentss that
aims adequacy doxastic managerial system orgaoizatireal life.

Essential aspects of confidence building processolofaining information are
doxastice management and use them to enable tredogeawent of specific organizational
development, installation, stabilization, commissngy work effectively capabilities complex
elements.

Doxastic management syst@woncept allows highlighting the factors contrilbgtito
the evaluation meta-managerial decision.

Taking decisions without reference to a specifigatic management system can be
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hazardous.

Reporting the results of any action organizatiod amnagement structures of the
managerial system doxastic competed in a succesgfabme would increase the chances of
future results imposed by adopting some decisi@sedb on variables that contribute to their

success.

The systemic perspective helps to explain maximuamagerial processes doxastice
the complexity and dynamic, meta-managerial whasermces can hardly be highlighted by
other means of investigation.

Doxastic management systersing the concept of trying to analyze the phemmne
of organization and leadership "as it is" in aliggmhcharacterized by credibility as a set of
elements in predictive interaction.

Doxastic management system concept reflects a wayhioking management
organization and management of the meta-databasagement. It provides a framework
that allows to highlight the internal and exterfedtors as an integrated whole, dominated by
quasi-quantifiable confidence.

Doxastic content management system is used to iaxglee mechanism of
manifestation of real life phenomena usimgreality / ireality, or as a means to optimize
operational management activity by building modelsed on system behavior. [Gaf-Deac |.,
2013]

Doxastic management system is a complex projeattbich delimits the field in
which credibility is investigated through the lesfsorganization and management, that is the
objective basis, structural, spatial and temparbjectivity objectified loaded.

The systemic frame doxastic the management prquessn a new light not only
means used to improve the performance, managemdnpragnosis, but also other aspects
such as specific phenomena of self-organization ael-regulation, aspects of the
manifestation of the creative individual in a groepplaining responsibility the behavior of
subjects like social elements.

The concept of doxastic management system can tablisked role to play each
element of the system (compliance destination ohdanctional component) and then meta-
managerial links that will be created in the system

Conclusions

 The concept of doxastic management system reflactsvay of thinking
management organization and management of the daédbase management. It provides a
framework that allows to highlight the internal aexternal factors as an integrated whole,
dominated by quasi-quantifiable confidence.

* In relation to the environment, the managementesystioxastic appears as an
inclusion and has at leaghe input one outputbehaviorandfunctionthat relates to credit,
faith, the acceptance of the conventional goodrargdéion and / or leadership.
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* In managemengloxometrygives widening / breadth significant organizatiow a
management issues, respectively actions visioreedrlimits of measurement organization
and management decision that may be of interest.

* Object, fieldandderivation methodsre subordinate doxometry complex systems
or to substantiate decision to behavior management.

» Doxometric adjustrepresentatives and estimation procedures or liliegliis
search tools alignments prediction with higher degof verisimilitude in organization and
management. Simplifying assumptions should nouerfte the growth trend of identifying
managerial verisimilitude.
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Abstract

The paper starts from the thesis that proves neasgive behavioral explaining
differences, but the existence of operational pties of the company / entity / enterprise lead
to invasiveness. There are no known ways / methmagramming doxastic methods as long
as management intervention can be treated as atlmatbdominates hypertext / productive
economic common rules the world. The phenomenadeotity management is far from
meeting the full harmonization attitudinal decisimaking process. Doxastic management is
a new epistemological covered by copyright scieally in 2013. The paper described
aspects of doxastic procedural behavior, situatitargyible managerial decision in doxastic
field. They are played and the comparison betwesterdhinistic doxastic systems analysis
and managerial phenomena is considered to operalima participation of doxastic meta-
linguistic logic of dynamic management. Doxastioiagement simplicity and demarcation or
limitation of positive action by doxastic managetrennd alignments research.

Key words: doxastic management, doxastic procedural behawecision-making,
doxastic situations, meta-linguistic, doxastic mgeraent by logical dynamic
JEL Classification: M10, M14, M20, M50

Introduction

Create a doxastic management structures, induceldiship / relationships / ratios
and transform doxastic alignments means to shapengalized managerial actions of
managers. Doxastic rewards quality is reflectedha amount self-replicating responses of
managers.
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Contributory accumulation generates managedalection and guidance only
determines th@orizon The obsessive proportionality challenge betwesnwledgeandlack
of knowledgeccasions manifestation of unmet societal elements.

Doxastic unhappinesss supported by the surplus of time to achieveaykd
reconciliation. Therefore, redefining visions irdhce managerial style. Reaching border
establishment disinterest causes among connegctgsveered to complete organization and
management.

Articulation process between tharganization and managementsecuresrealistic
mimicry, recognizing all open systems, such as general geamant. Doxastic distribution
profiles equivalent to acquiring knowledge in theeas of exhaustive multidimensional
performance management.

The collision of conflicting lines in decision-makj is considered a "mirror image" of
stagnation, the bi-formulas expressing the sanigiessaddressed in its operability.

Doxastic procedural behavior

Organization and management complexity, requiregggbehavior analysis

Doxastic behavioreturns to managerial epistemological appreciadie®rminations.
General order of things and states exist in thé meality / virtual reality but research
examining means return on them.

Doxastic procedural behavior management outperfomasility of dimensional
ordinary rational organization and management. bueh context is glimpsed behavioral
manifestation of intercultural communication, thansdisciplinary situation less tense in
quasi-existing doxastic object.

Essentially, notification at least vague identifioa of this type of behavior among
managers may be contributory gelf-responsibility Manager secures a generational subject
capitalization of environment management.

In other words, it is visible a certain predestio@t/ "conviction” to change, to the
extent that the conceptual proximity pragmatic raediin question can be accepted as
multisectoral.

The true identity of hypostasis manager registéneits production as "actor player”
contributes to formalize common ways of seeingitygalvhich should provide the framework
for a particular organization and management. [Bé&&c M., 2011]

Explaining the differences in behavior provewasive, but operational priorities
existence of the company / entity / enterprise teadvasiveness

There are no known ways / methodgprbgramming doxastic methodss long as
management intervention can be treated dsulathat dominateshypertext/ productive
economic common rules the world. The phenomenoideiftity management is far from
meeting the full harmonization of attitudinal d@on-making process.

The manager has the knowledge temptation from pagitions, dominant, because
the illusion of participation in co-contextualizati [Gaf-Deac M., 2008]

It would be possible to haw@ncentrated circlegn a scheme of commonly divergent
behavior of managers, who are struggling with "dgstion entity”, on the one hand, and
make efforts to advance development on the other.
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Peripheral management is re-centered towards es#ignby doxastic procedural
behavior(Figure 1).[Gaf-Deac I., 2013]

Rational expectations

1 | ] ) [

Independence

(Power ",
behavioral)

_ (Human)

(Forms
behavioral)

Cooperation

[TTTTTTT

Central forces managerial failure

Figure no. 1 Focusing on fundamental human needs the field of doxastic tensions
Source:Gaf-Deac, IBazele managementului doxas&®P, Bucureti, 2013

The new capability is manifested in spaces notlethlehavioral managerial, safe
times in intervals of time.

respect for consumer immateriality goes beyond roegdional leadership that large
unfettered.

Conventional "bad" managerial behavior
managerial behavior as conventional "good"

As long as the struggle for power management israbt conventional / normal

distancesmf doxastic circulation
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Applied behavioral side of the field can be shapeder management sectors. Holistic
"health"” smanagement architecture stalls on themrganization and management science

(Figure 2).[Géaf-Deac I.,

Doxastic

2013]
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Figure no. 2 Sectorisation parallelism content doxa&ic management developments

to intrinsic / virtualized meta-doxastic
Source:Géaf-Deac, IBazele managementului doxas&®P, Bucureti, 2013

In such a framework may receive "management imagd“'can be seen " management
as an image".

Actions and world economies is visible under théerent service / virtualized
management responsible for management of "orgamizatnd management” and
simultaneously drive towards natural resourcesagrerational and functional knowledge.
[Gaf-Deac M., 2011]

We appreciate that the surrounding reality is emt&ly useful to advance up spending
managerial virtualized using behavior procedurakadtic (void as reflecting the cost
conventional materials) to achieve maximum orgairal and managerial conventionally
targeted glimpsed / imposed by programming andriten

In fact, the basis of such intrusions into concretanagerial operabilityorawl
asymmetry lies in uncertaintyefore the complex organization and managemenhamsm
using osmotic behavior doxastic ingredient procabliamw.

Doxastic field managerial decision-making in tangike situations

A doxastic decision situatiois characterized by expressive meeting of thremehts,
namely:

1) Stimuls. The set parameters or unrelated stimuli (denotediefines a set of
objective conditions for trust in an organizatioda or management, markingicontrollable
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variables This category includes those elements of enviemtal management that can not
be modified in the decision.

There uncontrollable parameters, common form oftricB®ns. They can be
continuous, discreteor categories of state

2) ReactionsThese are the set of rational alternatives pasgd#noted R) answering
them at every state of the objective conditionstrast management that make up the
controllable variablesThe set in question consists of all the possigdithat are available to
the decision maker for solving a decision withihaizon characterized by trust. As values,
reactions are understood in the broadest sensbeofvbrd "value" (quantity, size, type,
number, etc). The crowd reactions generated bynthiétude of stimuli from a state of nature
management.

3) Indicators. Are included in the set afutcome indicatorgdenoted I) that can be
considered rational choice decision criterion. H®tates of nature given for each variant
reliable results are obtained applicable rationahagement that can be characterized by
indicators.

A decisionin situations which lie in the choice of a variamtans doxastic managerial
action of several possible optimality is subordenagquirement on / across borders in the area
/ horizon of trust / custody conventional favorable

Optimisationis always rendered by reference to a criterion.

An alternative is better than another only to th&eet that it meets more criteria than
another in the management of trust / custody inghd§af-Deac M., 2011]

Systematization criteria decisiom doxastic context refers to:

1. Simple decision criteriongonsider one indicator of the outcome, the otheiag
neglected or kept at a constant level (optimuntikea

2. Complex decision criteriajt is a subset of the set of result indicatorsvho
consider the decision to solve a problem.

If complex decision criteria differ several varianneta-management [Gaf-Deac 1.,
2013]:

a) limiting values are chosen for all reliable wators derived from a subset of I, less
than one, depending on which optimizeaxor min;

b) shall be functional relationship between twommre indicators and combine into
one;

c) recourse to transforming outcome indicatorsewiations from optimum values.

It sets a matrix A containing rows value of an @ador of confidence in each variant
and columns value of all confidence indicatorsdmariant:

A

Vi 1 2 3 n
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m mil m2 m3 mn

Starting from the matrix outcome indicators arecckdted array elements C,
processed elements that constitute deviation fr@optimum outcome indicators:

Vi 1 2 3 n

Il 11 12 13 1n

2 21 22 23 2n

3 31 32 33 3n
ij

m ml m2 m3 mn

Cij

Elements g are obtained by the relationship:

G = ®
in which:

E:{+1 formax.(when it comesnax)

-1 fomin. (when it comesnin))
with:
= optimal value of an indicator;
= elements of the matrix A.

28|Page



iy ? Annals of Spiru Haret University

Economic Series
Since 2000

IS5N: 2393-1795  ISSN-L:2068-6900

Issue 2/2016

The optimal variant is one that has therénimum amount deviation:
The optimal variant versiona\antmin[Zc;] (2)

Criterion decision is a measure that compares e#wdr variants to choose the best
alternative. [Gaf-Deac M., 2014]

Decision meang) the choice of decision criterio) alternative choice of action (the
decision itself). Simple decision criteria apply emhthe objective can be characterized by a
single indicator result - all the other results apeored or considered insignificant for the
ultimate goal. In a few cases the decision is astbdiy a simple criterion. Frequently
resorting to a complex criterion, because it releanore outcome indicators [Gaf-Deac I.,
2013]:

DEROI A3)

in which D = decision; | = set of outcome indicat@variables that reflect the results
that would be obtained by taking a lot of reactiBngbjectives defined in terms of stimuli S).

Also:

1= {1}
| = Fkk(X,Y,Z) (4)

These outcome variables (response) are functioRsawfd S adopted.

Ways of usage of a complex criteri@hates to:

a) Identification of a relationship between severdicators of outcome;

b) Limit values they can take part in the outcomeidatbrs and maximizing
(minimizing) after another indicator considered @fime importance (constrained
optimization);

c) Weighting the results by relevance or utilityyoees.

From the crowd | extract a subset of indicatord twntains only indicators utility
grade> 0 and£ 0.

Looking for a procedure to transform the results i@ common unit of measurement
to use their summation. In fact, the process desdris based on the concept'afility".

Comparisons between deterministic systems and managent phenomena of
analysis

Doxastic managerial phenomenoan be observedyut usually can not be isolated
from the real world. The experience of the labaratnanagement, so the reproduction of R is
not usually possible in the physical formulatiorowéver, it appears that the processes and
phenomena of organization and management menuglagteown laws but does not prove to
be relatively stable and completely repeatable ginma fact, non-random. Management
phenomena are generally observable and measugitghédlp remove indeterminacy. Instead,
the laws of economics can be described quantitative quantitative links Mathematical
Statistics and Economic administer quantitativaesgntations. Various laws in other areas
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of management science are found in formula simaletional and economyDeterminist
model describes the functional links between uncontdoldements (inputs) and control
(output) of a system. [Gaf-Deac, M, 2008]

Q notation is considered the symbol of an econoeffect in a deterministic
dependencéFigure 3).

Qualitative | _ ;/f “\\

factors / \

f III-.I

f \

Economic | |

Structural | | Q@ —» effect | Deterministic |

factors | addiction |
\

1 /

\ I

Quantitative| \ /

factors " Y /

~ A

Figure no. 3 Expressing quantity management systeof deterministic dependencies
Source:Gaf-Deac, MManagementul afacerilod. FRM Bucureti, 2008

Deterministic models analyze variation in space @ne factors related economic
phenomena, including management. [Gaf-Deac, M.8R00
General expression of deterministic simple model is

{y =f(x) (5)
y = 1f(x,, X,, ...)
The statistical and stochastic managerial desctibks between uncontrolled values

(inputs) and switchable values (outputs) for thelsd system.
Noting with X and Y variables influencers resultamnagerial model has the form:

Y=1f(X)+U (6)

If the formal description of the structure of thestem is unaffordable resort to cyber
formalizatoare vision.

Always a managerial model describes a legitimataifestation of a phenomenon
organization and management, but regulatory relakipp is found at least one random
variable (U) and randorfrigure 4.) [Gaf-Deac, I., 2013]

The random variable does not contradict the quabiHgy or quasi-managerial
phenomenon manifestation repeatability to, but geced the need for explicitness
lawfulness of variation.

A motivation for introducing random variable in thaodel derived from the
impossibility managerial technical reproduction thie phenomenon of organization and
management (source lab), but only based on obsamyathich incubate a certain amount of
differentiation. [Gaf-Deac M., 2004]
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In a broader context, comments on the organizadimh management are subject to
selection and, as such, can be identified in tietees features ranging from random events.
Lesions of the managerial models doxastice retetse consideration of errors.

<ﬂtuant|tatwe factors >

| ﬂ!uanmatwe partial |
|_ _ _ quantification

oL L UL a L ——

_____ specify Full
Managerial peci ull
phenomenon s, 7"‘"’“ incomplete ‘::} specification

. }—, inspace ‘—Ti — "—‘

——— e e e

Qualitative
factors

Figure no. 4 Introducing random variable (U) betwen full specification

and the incomplete managerial model
Source: Gaf-Deac, Bazele managementului doxas&®P, Bucureti, 2013

Participation of meta-linguistic logic to operatioralize dynamic doxastic
management

Combining elements of logical persuasion doxasteory of quasi-permanent formal
revised management within manifestation obtain dtga with dynamic logic. This is done
to unify alignment logic regarding changes it urgdes managerial conviction.

The projection plan a way to operationalize theceptual elements looms above two-
pronged approach:

a) focusing manager in situations where representdijotanguage of an object or
process organization and management is affectednbpperator modal change (review)
confidence / belief when a particular image defiae@d achieved widespread for use in all
opportunities decisions;

b) the adequacy of management thinking to the imagwladt "what to do”, this
operation assisted by conditionalities non-material

Meta-linguisticparticipate effectively in related processes.

Managerial results are impossible to be fully kncawma certainly before getting their
effective. Therefore, accepting language revisi@ans simplification willful managerial and
operational managerial conviction against an opcicess or phenomenon.

Study operators amending conviction version managéenstarts from examining
singular dynamic modal operator of epistemic logfiformalize semantic new achievements
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relating to different states of belief / trust mgement, their analysis covered "hyper-
theories". The latter depicts relational situatibgsndicating differences in size limitations or
constraints from / arising from different statesefief / confidence.

Manager "gives back", "retreat" is "self-limitinghd is "self-moderates" via various
states of belief / confidence to an object, procesgpphenomenon of organization and
management. Corrective reactiofieed-back are accompanied by non-corrective reactions
(fall-back), which are encoded in semantic formulas.

Constraints in turn, factual and representativel@cated around the axioms of logic
or formalized rules subsumed under the requiremaintetwork / logical framework for the
organization and management. States trust struttmanagerial conviction lies therefore in
propositional components and dispositional.

Simplicity doxastic management

Doxastic management is not meant to generate nexgdam of organization and
management as an imperative more complex tharutinent managerial knowledge.

On the contrary, new knowledge elements on oragesdz and passed through
doxastic managerial leadership may be expresswéd simply /diverse

Grecu, C.(1999) cited byBiris, I. (2010)[Gaf-Deac I., 2013 shows that ,, although
apparently simple and unproblematic idea of sinipliceveals many sides and aspects
initially unsuspected. "

By extension, management simplicity doxastiarea lies in organizational and
leadership characterized logic (syntax) of the ganalignments marked by experimental
(semantic) and situational pragmatic sphere of g¢meanagemer(Figure 5).

The approach schematically depicted motivate thbawer of those seeking
organization and leadership, by suggesting theusoh of quasi-permanent flow
management observability.

Doxastic side examination of organization and mansnt aims to reveal
correlations, relationships, interrelationships ayaherally uniform appearance elementary
observability are found beyond the borders of tlamagerial facts.

A conceptual decisions betweemal dependenciephenomena, processes and
equipment management.

A setup / configuration management in a comparg v&tual area, but the real area.
As such, it is important to be able to define anoge a unit of such scope. Instead, within
setup / configuration mentioned can meet relatigpssiof dependence, interdependence,
relations, conditions, determinations etc.
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Figure no.5 Examining the idea of simplicity doxasc management
Source: Gaf-Deac, Bazele managementului doxas&®P, Bucureti, 2013

Errors of organization and leadership in its comagralizat returning from inadequate

Equally, it turns out the real practical importanegtraction / highlighting the
relationships concerned that marks the constructemision.

If doxastica in turn to trust management, trustf-iseluced persuasion etc. high rank
and valuations parameters is possible and broatprgtation of the assertion on management
simplicity doxastid. According toBiris, I. (2007)[ Gaf-Deac I. , 2013in such type of
process can be challenged presence managementti@ensaonsidered preliminary
psychological elements. That finding triggered frdmPiagets assessment that ,, what is
initially given a configuration, a whole to be eapled. "

Exemplifying by similarity to the above considecats is that the examination of the
organization and management of prospects doxastitemean first charging elements
infinitesimal (parties) application doxastiecnanagement, but the perception of the whole
company became functionally operational, advant¢iagsformative organizational support
and driving suitable conventional positive reactiorapproaching targets, namely to achieve
them.

So anagement doxastic in appearance is simphfied, anattribute of things for the
organization and management and / or itself a f@rmanagement to essence.

Immersive perceptual consciousness manager locatddxastic organizational and
management is marked hwyanagerial form,which is outside the self or the subject
anagement. Therefore, it is expected that the arghon and management to consist mostly /
mainly of variable environment that works / livésr.

The tentative understanding management reportingluding the doxastic by
reference to mental peculiarities of the managerideen accepted (in general usage, the most
advanced sciences) at the beginning of the twéntentury. But nowadays, in our opinion,
this is the acceptine suggesting a theory of dominance psyche ioracin fact, we witness
unimaginable extension dfypertext artificial intelligenceusing information technologies,
clearly invasive, based on subjective data of modean.

Manager of contemporaneity is separated / ,, away the effort of keeping the mind
"by storing redundant data, such information, ateins of general knowledge / specific
required processing time for decisions. Therefonglerstanding the science of management -
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considered newadvanced sciencés possible without @fodarea model elements of the
phenomenal world, sensations. Now comes the mamahgersuasion ,,coldness information
objectified "and not so much sensory subiectivizateat."

To ensure simplicity doxastic management systemeisessary to buil@ logical
concept of managemeifEigure 6).

Managersimanagement ., Ensemble n (A
———————————————— ':{.-_...-.-.-.-
Riniyn? C 1fn-tpnd
:RIII 1n=1)
:{-:]‘.l n=10n _’hlr
Ensemble (n-2) (A sle_=—2_
|
:E':Z-|r|-f-!hr : .
I {C I 2= (n=-2)1
“““ Ensemble 2 (A )
(R,3) {SRTINY
_Executive | = .\ Ensemble 1 (A )
execution ~-_ —— o

e LY peap— R

Figure no. 6 Substantiation logical system of doséic management concept using

assembly units and formal logical combination of aganization and management
Source: Gaf-Deac, Bazele managementului doxas&®P, Bucureti, 2013

(AT)= tranzitivity,{R, .} = successive reconstructions of basic objects
managemenfC ...} =. Formal logical combination to build objects het@sychological
management

We consider it essential to build inter-articulategonstruction successive general
basic management objects. In fact, transitivityf)(which marks the appearance of objects
andassembly of subassembliesmal logical combination of organization and mge&ment
persuasive, through ascent from the base (extensiothe top (top management) in the
Golden Triangle of classic management.

It is noted that the floor (n-1) exceeds the sldpgs of the triangle and, equally, the
expanded size and the floor is registered as gteofzerator in transition management of the
entity objects organized and managed. This excesnaterialized by: 1) the presence of
doxastic among members subassembly level or mgn&yeprolongation of artificial
intelligence tools (collection, processing, storage using extra-logical knowledge about the
organization and management) and 3) inability aocéabehavior, singular management of
sub-leading ultimately to the manager.

34|Page



v Annals of Spiru Haret University

Economic Series

M Since 2000

IS5N: 2393-1795  ISSN-L:2068-6900

Issue 2/2016

Home items originating in the construction unit expnces mentioned are
communicable or unique managerial qualitative dpama. In essence, it should be / remain
unanalyzed. However, we feel that with the develepimof cognitive technologies, by
piercing the windows strongly structured knowledgeanagement expects unit
reconsideration neanalizibiifi experiences. They thus removed, can be fourttiencrowd
relocated common units, ordinary, trivial configiwrelherefore, any element of doxastic
management is entitled to be termedjaasi-element.

On the other hand, a unified management experieca@mmunicable can not be
separated only by reference to other / other egpees of organization and management. In
such a situation, reporting shows tedstence of relationbetween managerial experiences
originating unitary communicable and unique. Thesdationships can be symmetrical when
the resemblance is partial and asymmetrical siméarvoid. [Gaf-Deac M., 2005]

Reconstruction of similaritiestake is logical conceptual construction managémen
doxastic to obtain trust / custody of that orgatraand strong leadership are configured by
osmosis made compatible managerial experienceshiaegh coherent, communicable and
unique. In our opinion, management simplicity ddicasyield of iterations / restatements of
transitive assembly of subassemblies on an alighmsrending forms of logical and extra-
logical events such experiences quasi-elementanyginal, coherent, unique and
communicable. Doxastic management becodegwational.

A certain pedigree similarities partial / total asdnultaneously determines the
dissimilarity forms of organization and managemeagcents. Avoiding formalizing
management physicalistic doxastic but it assises tdmoteness means / procedures /
techniques / methods etc. materialization expeéegiod organization and management.

The requirement imposed materializing the abovetexanrefers to classical
mathematical constructs inserted into phenomenolognagement. It is therefore true
difficulty in making employment remembered. But aliyitrue is found in situational context
given our assumption that we needeav mathematizatiodoxastic procedural management.

New math must-symbolized, drained, cleaned of meanings, wihich scalar
parameterization associative / transitive coulduide re-organizing the management and
construction of new types of re-objectified, smnalizate quantitativelyReturning to
quantitymay be accompanied by corresponding system of neamagt science by circulation
/ re-processing scalarizagvent organization and management of trust / dysto

Systematization scalar managerial doxastic intnitimsed management can be done
in a new space, reconstituted formally to host &/gnasi-elementary experiences originating
organization and management, coherent and comnibleictn fact, space fenomenalizat
general management environment provides convertmgervable manifestation doxastic
management simplicity.

Delimitation and limiting positive action by doxasic management

Management can be considered as a substance ireaouae of the history of thought
and ideas over time regarding community concernsongmhuman production and
reproduction. Leadership is an occupation for ogion and leadership. [Gaf-Deac M.,
2012]
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Kant shows that the whole philosophy can be reducebreetquestions: a) What can
I know? (Metaphysical question); b) What should®?dMoral issue) and c¢) what can | hope
for? (Religious issue).

The above questions ultimately boil down to oneatis man? In a simplified plan,
parallel and comparable management can identifystoqpres: 1) What can | knowthe
organization and management? (Metaphysical chaja2Zjg/ou need to organize and lead
(morality / ethics organization and management) 2nahat can | hopdor the organization
and management (trust, conviction). The first tweamngs {(1) and (2)} meet visible in
traditional management. The third question {(3)}aisnost circumvented (or indulgence we
can say recorded "tangent") of managers' concggds-Deac I., 2013]

In essence, in the context reported for the fisetintroduces the concept d@bxastic
managementManagers carnope rightabout the organization and management horizons.
Psychogenesis managerial thinking doxastice shuané the following starting points:.

a) Managerial amazemenMechanism is driven by the logic of thought. Thesort
psychological causes and meanings starts inquabbaut the actions and activities of the
people and systems for organizing and conductirgsisarch / search targeting. In fact,
wonder management is teeurce of problemsf organization and management. Is the faculty
to generate meanings, assumptions or motivationgetoanswers on the organization and
management. Amazement is the gap quasi-formalizaédagement to knowledge horizons.
Operationalization of disinterested wonder obtaanagerial logos substance.

b) Managerial doubtA manager does not trust his senses completelye Borit has
no sense of autocuprindere knowledge in a certafd fto formalize some type of
organization and / or management. Feeling so-caltewiction affects the appearance of
reality objects related to his managerial aspiretid his paraphrase, occasioned®gcartes
in his descriptions of doubt, is complemented gy fibllowing considerations: "doubt in the
usual sense of the word, is a feeling of oscillati@ mood of uncertainty that sprout along."”
But the Cartesian sense and by extension, to uadersmanagement, methodical doubt
becomes a deliberate posture, a critical precaridle manager is eager to remove
appearances / falsities and discover, accordimesrartes”a method for orientation to truth
and to discover the truth." Therefore, an importpatt of managerial knowledge gained
through the senses falls apart under critical eration of reason.

It states that the forms of thought and managestalctures belong to a specific
human understanding, which in practice managertipascovered contradiction or some
unresolvable antinomy. The circumstances and maaherystallization of doubt among
managers is in place, whose reflection is the grabpragmatic knowledge in the sphere of
organization and management. [Gaf-Deac Msdad.P., 2014]

c) Managerial anguish The flow of critical thinking extends doubt cadsky the
consequences manager by inducing anxiety. It isghbup to the crisis. The differences
between what he knows and does not know a managerg@wing with increasing
knowledge and general managerial this desperateafingsical anxiety" causes the so-called
"angry".

Jean-Paul Sartrdnas built a true dialectic for "angoisse" and fabsurd"”, pushing the
horizons of their content by last appearance carmsmes which might occur. In
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management, the overwhelming proportion of thelitypnaf any angst is the proximity /
distance fatality. [Gaf-Deac M., 2013]

Picture Manager is provided and maintained by meéfath and hope that dismantle
and annihilate contextual metaphysical inabilitystdve some problems of organization and
management. There is where the path and managepatience is assumed. Limitlessness
actional becomes limiting for configuration. Thersihg points are outlined reasons for
contributions to the joint definition doxastic mgeanent. Capturing and explanation of the
essential content management concept doxasticnretiuforms and criteria for nominal,
essentiality, descriptivism and causality. Thedfief existence and manifestation of the
overall management is very broad, borderless sizves with difficult separation. [Gaf-Deac,
M., 2007]

The doxastic management is only a boundary areangpassing management. Any
distinction, however, is a limitation. This confrgtion concepts present in part of the
building marks doxastice general management. Sadistes knowledge of general
management architecture increases the theoreticapeactical knowledge in a general area
or another.

Items preceding set a new state, calls the marag®vers to questions or problems.
The manager must "say", "express themselves" ¢igo¥," according to the Greek meanings
for old thinking). Managerial universe appears @gect to fundamental laws and, as such, is
understandable. Manager usual coordinates and reareay are viewed (perceived) by
defining science antagonisms.

Management doxastic occasions metaphysical exmastto the object and the
subject of organization and management. Doxastienbaypagement proposes looking and,
accordingly, making organization and managemenessresolve them before.

Parallelism can now move forward with the visiorpbflosophy H. Bergson:"... you
s'agit en Philosophie, the trouver their problegigpar consequent to the poser, plus encore
que from resoudre”). The true scientific spirigieneral management is linked not so positive
and concrete achievements, how to systematize itggacto commit the transition from
empirical knowledge of organization and managensissipated a true scientific knowledge.
[Gaf-Deac I, 2013]

Management doxastic pave the way for reproducti@amagement goes beyond the
immediate practical utility. On this occasion it sought "substance management.”
Limitlessness can become the source or origin,ctdgnd general management subjects.

Management doxastic occasions adapt to future rostances. Exploring the
structures and relationships of organization anthagament provides clues to becoming a
community leader and led it, all alignments arisingm a specific evolutionary law of
contrasts that despite their contradictory natareform harmony and unity.

Heraclitus considers themselves antinomies need each othéndw own existence.
In the same way, general management, the expredeiasti@ thereof without the previous
difference is unthinkable event organization anchaggment, present or future. [Gaf-Deac I,
2013] met in contemporary relativism knowledge ngmmaent, plus a certain metaphysical
mobility managers professed warrants birth doxast@Enagement. It moves quasi-static
sequences which, paradoxically, tends today andygetmic logic.
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The manager will have the doxagtia new commitment by a logical dynamic, able to
be consistent with the movements of live managéhniaking. So it will be able to discover
contradictions and to overcome them. Doxastic acwahrough each managerial synthesis
will generate a new reality relative to the prewdhem.

As such, management is doxastic print tool/inducidgnamism becoming.
Consequently tool and method by which the propgsedllel withH. Bergson,the lyrical
enough that management be considered intuition.

There is a static knowledge management, containnwemich it operates through
intelligence manager neoclassical and modern mamegte concepts. There are also a
dynamic knowledge management, advancing with guadity, which is intuited in its depth
using visions doxastice future. In this way we cary that the manager remains of human
expression, and reality is becoming the organinadiod management.

Conclusions

» Management can science doxastic manager as bainged for the extension of
systematic knowledge management, the general. Udmgastic management, general
management scientist turns his condition contaimedhe comprehensive science. The
attitudes of awe and anxiety contribute to thearyding (the Greek "theoria").

* In modern times it was reached settling permdpemianagement of its global
substances, which is the so-called managementmerdrhe traditional view of management
is about being circumvented, eroded. Not so orgaioz and leadership, organization and
management as the way to essentially retainedttaatian of managers. This new attitude
gives prerequisites for managerial metaphysicalceors of interested / engaged. If
philosophy meet concerns metaphysical disintergstede focused gaze and mind of man to
cover a further incomprehensible), the managementiple of production and breeding and
becoming economical appear as "contained" oncerdlae to enrollment (the road to
organization and management) it is discovered albagvay.

» Simplicity doxastic management, in our view, ist maturalized epistemology
osmosis, which is detected methodological knowledfgments based on physiology or
psychology of perception senses. On the contrdry, vialidation is doxastica senses and
perceptions winding objectified, relatively indepent of the phenomenal world
breakthroughs hyper / fenomenalizaensations.

* mathematization experience, including the sensosyill a way to offer information
symbolized shaping cooling, respectively maximize minimize the trends towards
essentiality of knowledge to substantiate the iegplintrinsic and automatic decision itself.
The danger of handling managerial world using symlwan be alleviated / removed by
inserting parametric management of any sign ofinter the organization and management
doxastia.
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Abstract

Many Romanian companies going through a diffipeltod, which makes the care of
managers to materialize more on obtaining immedpadit and rarely on some less obvious
aspects such as communication influence on labeodyztivity. Often managers do not
consider communication as a factor of real impodathat may affect the staff performance.
The way we communicate with those around us inptbé&ssional activity, but not only,
place their mark on the results. Quality of managetrcommunication influences the way
how the human resource is used and the organizatiparformance, in particular. Each
individual has a certain style of communicationnfied by education, skills, beliefs and
personal goals. It does not always ensure the tafeeand efficient communication.
It can be appreciated the necessity for managersvatch the subordinates, but also to
themselves, the change of attitude towards "scieanamunication" by realizing the positive
and negative effects of their own style of comnasime and by raising awareness of the
necessity to acquire some communication skills.

Key words: analysis; impact; managerial communication; demmsmaking
JEL Classification: M 20, M 21, M 10, M 14

Introduction

A competent manager should not communicate atoranahd at will, but according
to the methods and styles of communication to sdpplee implementation of the
organizational strategy.

The communication styles used by managers genémateommunication climate
specific to the organization, and of this climatpend its performance and productivity
[Candea & Candea, 1996].

The business communication has arisen as a maeageubject of the necessity to
provide the manager the optimum means of intenadtofulfil its roles and functions. The
efficient and effective business communication ifaetor of competitiveness, a strategic
advantage of the organization.
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Communication becomes a harmonization instrumentthe human resource
management, the basic manager instrumental iflifudfiits functions and objectives of the
organization.

Literature Review

In 1920 there were introduced the first businegsmunication courses at Harvard,
Virginia Darden School and Dartmouth Tuck Schoothe USA. Gradually, they become
compulsory in education of each American managéegr lestablished itself in Europe.

The period after 1970 marked the transition to gegformance management in the
world, when the manager becomes the entrepremeaddition to the resource manager and
leader. As a manager and leader, he optimizesethdts of an existing business because the
market, products, services and technologies alreadlst; it means he has to make the
effective and efficient decisions. Drawing on higlls as good communicator he gets a
coordinating information node, a centre of deciaod management.

Hence, it comes out the necessity for an orgapizatrategy and developing a spirit
of the responsibility towards the individual, sdgiand environment.

In this context, Business Communication does aeelonly the transmission role of
the information messages, training, persuasionmativation. It becomes a dynamic force
and independent that is modelled by the environmentwhich it operates. The
communication system creates the powerful toolscmtinuous adjustment of the structure
and organization processes to the conditions instemtly changing. The basic role of
managers is to develop and keep alive the commiuumicaystem designed to support the
implementation of the organization's strategy, ‘thervous system” of the “body” of the
organization.

The organization strategic resources become tliermiation, knowledge and
creativity. All these are inconceivable outside dfiective and efficient communication that
becomes an instrument of competitiveness of tharozgtion.

Theoretical Background

Starting from the implications that the managenwammunication can have on the
labour productivity, both within the organizaticgvel and the relations between employees,
it will be investigated the influence of the managiecommunication styles on the labour
productivity growth.

In conducting the research it was necessary tim@lé¢fie managerial communication
styles.

Grouping of the communication styles into fouregmries: “blame”, “information-
routing”, “belief” and “problem solving” was chosé&@ecause | think that it corresponds most
to the communication styles used by the managegysaictice.

The main characteristics of these communicatigiesiare [Paigbar, 2003]:

» Style of“blame” which aims to criticize, to accuse, to find fauitdato find a guilty.
Manager adopts an attitude of judge, of assessw.nfanager is one who speaks and does
not accept replies or views from the receiver (sdimate). Using this style, the manager will
achieve the desired effect, namely the subordingitechange the behaviour on time, and
either accepts or recognizes the accusation;
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* Style of “information-routing’; which aims to give explanations, instructions dedisions.
Manager conceive beforehand the message and soat@dnust execute. The message is
made clear, concise and focused on the task teauihordinate must meet;

* Style of “belief”, which aims to reach an agreement, accepting a pknfiorm an action,
implementing a change. The manager dominates themcmication that he knows the
situation and solution. To convince the subordinatee manager listens actively and
performs feedback. If the arguments used by thesagessent are rational, the manager can
manage to convince the subordinate.

» Style of “problem solving”which aims to solve the problems. Calling the giptes of
supportive communication and none of the partiessdoot dominate the communication.
The communication is descriptive, based on factd,emch party to express their views, even
if they are contrary.

At the level of the organization the strategiesghaf individual communication must
fit into a unitary communication strategy to enstire implementation of the organization's
strategy, both in action and indirectly through thienate of the generated communication.
Organizations must develop the loyalty of the erpgés to increase productivity, stability
and ability to progress.

Individual factors: Organizational factors:
- Needs; - Svstem of pav;
- Attitudes: - Forecasting tasks;
- Interests; - Group working;
- Behaviours: - Svstem of control and
- Svstems of values. surveillance:

- Communication;

- Feed-back.

N\ /

Motivated individual behaviour
(Initiated, diregted. maintained)

| Reward or Consequence |

| PERFORMANCE |

Fig. no.1. General model of motivation oriented towar ds the managerial success
Source: made of my own

Job satisfaction can lead to confidence in theamimation, which means that
employee expectations have been met: desired salacpgnition, good rapport with
managers and colleagues and the company philosapdhyhe organizational culture, every
dimension contributing to outlining the sense ofrkveatisfaction. Job satisfaction depends
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both on the individual characteristics and thosehef job. Dissatisfaction occurs when the
employee expectations on his work are deceived.

Characteristics of the individual

(Traits, personality) Rate of absenteeism

JORB ASSESSMENT SYSTEM
SATISFACTION = I:posit'n‘e or negat'ﬁ‘e}
Characteristics of the job Rate of fluctuation

(Job elemenits)

Fig.no. 2. Causal model: satisfaction, absenteeism, fluctuation
Source: made of my own

Interpersonal communication is in few situatioosnot at all, seen as a factor with
direct implications in increasing or decreasingl#imur productivity in an organization.

Between communication and labour productivitysitealized a correlation which can
be represented schematically:

Departments of the
company with
oductive and —
fmfarﬁonal char scter The technological Eeports on achieving the
process desipned production., qu"!lﬂ'y and

consumption
Labour produwctivity
Leadership of e
production department B | ‘Quantity production

Workloads, mstru-l:tmlns

Iirddle mam agem ent
(technologists, regulations, org

[
forsmen) - oL T
—— .
Executants - regulations

Reporting on production achieved
reports of labour, human resources
izsues, complzints on the conduct of
of the production procsss

oF Tmme of achiewvement

Fig. no.3. Correlation between communication and labour productivity
Source: After processing Lupu L. Voicu Mmpactul comuni@rii manageriale asupra crgerii
productivitzfii muncii Tn cadrul unei organiza, www.managementmarketing.ro, 2012

Although the effective management communicaticad$eto increasing the labour
productivity and to better motivate employees, thst majority of operational managers do
not use this tool, one reason being the lack ofraamcation skills.

To support them, we encourage the managerial congation rules that can increase the
managers’ efficiency by communicating more effesityv

To ensure achievement pkerformance of taskby the subordinates, it is necessary that
managers to consider the following issues:

- Practicing a style of communication by formulgtiof some clear and concise messages that
contain all the details necessary for a task;
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- Motivating by solid arguments of the necessityatthieve the work tasks on time and
quality;

- Adapting the message to subordinate, observispday language;

- Establishing deadlines for completing taskshis tvay the subordinate will have to manage
his time and to perform a quality work;

- Adequate time transmission of information, knadge and skills to subordinates;

- Analysing individual objectives and concrete &gk the subordinates to check if they can
be reached and there are motivated;

- Regular information of the subordinates on lamaductivity growth;

- Asking questions and encouraging the subordinatesk questions, because the only way
you can find out what problems exist;

- Development of feedback by the manager to enthatesubordinates understand correctly
the message;

- Periodic assessment of the performance througilaediscussions with their subordinates;
it is desirable that the subordinate to be prai$ede results warrant or to be criticized if
there are mistakes and failures. Assessment mustalde objectively and in short intervals.
Employees will be more motivated and disciplinethéy know that their achievements are
appreciated.

Paper content

The climate of communication within an organizatioassessed through a
guestionnaire, will correspond to a greater ordesse of two types: Climate Cooperation
(emphasis on communication, teamwork, participathnaagement), or a Defensive Climate
(emphasis on compliance the rules, individual woakithoritarian management). Any
company can be characterized by a certain climateramunication, in other words, style of
intra-organizational communication. Equally trubere is the fact that the style of intra-
organizational communication can be positive thatilitate achieving the objectives
individual, group and organizational, or negatiwehich translate into low employee
satisfaction, thus an efficiency and low produdyivi

The climate of communication can be translatethasvay in which employees of the
companies feel or not:

* A degree of freedom in the work that they do;

* An interest to hold own opinions from superiors;

* A flexibility degree of the superior in the ass@ent of problematic situations and decision-
making;

* An effective communication with colleagues angesiors, etc.

Climate Communicatiomuestionnaire helps the managers to realize habthat
happens or not the exchange / circulation of infdrom in the organizations they lead and
thus take the necessary measures to create aehmitht positive effects. The questionnaire
contains 15 questions. It was applied to the cotdraand to the managers of middle level
from several economic entities, mostly with secop@ad higher education, female and male
alike, with an age range 35-52 years.

In analysing of the questionnaire, we used relegaestions to highlight the impact
of communication on decisions that may lead tonaneiase in performance and productivity.
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So, to the questioo you think that your chief is interested in yaminions, suggestions?,
responses can be plotted as follows:

Do you think that your chief is interested in your opinions, suggestions?
6% 3%

39%
29%

23%

Ovyes, of course W only apparently
O sometimes, just what | say O never listen what the subordinates tejl
M no, that would mean an indirect criticism and disallowed attitude

Fig. no.4. Answersto the question Do you think that your chief is interested in your

opinions, suggestions?
Source: made of my own

Answers to the statemerimployment relationship with your hierarchical stipes are ...,
have been highlighted in the chart below:

Employment relationship with your hierarchical superiors are:
17% 17%
7%
59%
DO strictly limited to service issues; M cold and impersonal
O normal, based on mutual respect; O friendly, without affecting the service oinga‘i(

Fig. no. 5. Answersto the statement: Employment relationship with your

hierarchical superiors are.....
Source: made of my own

To the questionDo you think that your chief is a person with tbibowing

behaviour?

- Nervous;

- Calm;

- Balanced,;

- Phlegmatic, respondents gave the following arswer
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Do you think that your chief is a person with the following behaviour?

16% 6%
23%

55%

Iﬂnervous Bcaim Obalanced O phlegmatic I

Fig. no. 6. Answersto the question: Do you think that your chief is a person with the

following behaviour?
Source: made of my own

Do you think that your chief is interested in the problems of the team or whether they

are busipess or personal?
6% 6% 16%

56%.

Oyes, of course
B is only interested in the work issues
Ono, | believe that everyone must help himself

O no, not from bad intention but because he does not have time

B sometimes it is quite affordable, but sometimes has bad spirits.

Fig. no.7. Answersto the question: Do you think that your chief is interested in the

problems of the team or whether they are businespersonal?
Source: made of my own

Would you present to your chief a solution that you think is very good, but contrary to his
opinion?

16%

39%

16%

Ovyes, could not bear to be contradicted W in any case, that would cost my advancing

Ovyes, even if | had dissatisfiers Ovyes, but with more caution so as not to up

Fig. 8. Answersto the question: Would you present to your chief a solution thatwythink

is very good, but contrary to his opinion?
Source: made of my own
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Data were collected in a total of 15 enterprisethe Muscel area because they found
a very low level of the labour productivity and kermust be identified the growth paths.
The sample for the collection of data is a randeamge, determined according to the nature
of the firms in the area, the number of managetsryiewed and performers tested and
interviewed in relation to the average proportidnttee number of managers - number of
performers (20% managers and 80% of performersg ddtivity profile of the firms is
mainly textile 60%, mechanical 30%, electrical 10%.

Conclusion

Communication in business is subject to certaecttie rules of ethics, which are
found in the organizational culture, policy andamiation, and, obviously, in the ethical
individual of the managers. Process and productiseomanagement communication are
based on concepts, principles, standards and g&pguitlelines and have specific forms.

Business communication as a form of interpersw@hmunication has certain
peculiarities imposed not only by the purpose, dbjes and its role, but also by the
organizational framework and organization structure

Correct interpretation of the message is basetherskills of the manager to analyse
and synthesise the information regarding the mesgadetermine its correct meaning. Once
acquired these skills, the interpretation becomesnanager skill without which a
communication process cannot be conducted effégtared efficiently.

The message should be adequate to the directibmmdmission. In an organization,
the internal management communication has spefdfits depending on the hierarchical
direction in which there is directed. These mushply with certain rules that also depend on
the direction of communication that is hierarchioalative position between the issuer and
recipient.
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Abstract

The article discusses particular forms of reinswa treaties that are used within
activities of insurance companies. Each of thettesain question offers different possibilities of
protecting an insurance company’s portfolio by pdovg different ways of the risk transfer.
Reinsurance is necessary to perform correct fir@neconomy of an insurance company.
Hence, appropriate selection of a scope and metlddsinsurance in the context of insuring
risks of catastrophic nature gains in particularportance. Catastrophic risks are more and
more frequently observed and they are more and nexgensive. The paper suggests
application of a decision tree as a tool that suppoan optimal selection of the scope of
reinsurance for a given structure of the insurapoetfolio.

Keywords: reinsurance; catastrophic risk; decisions tree
JEL Classification: J65

Introduction

Risk is a phenomenon that is directly connecteth vaarrying out any insurance
activities. Moreover, risk is an inherent elemdrdttaccompanies all insurance and reinsurance
decisions. The notion of “risk” is of cardinal impance for both theory and practice of
insurance. The latter classifies insurance riskem@ling to sectors and groups, and divides them
while determining premium tariffs and selectingmi@rand scope of reinsurance.

Nowadays risk functions as an ambiguous termsaregnce. Such multi aspectual nature
of understanding risk — and at the same time segydor different methods of decreasing its
effects and related burdens — results in the iseattention paid to an issue of the insurance
risk transfer. It particularly concerns reinsuranck catastrophic risk whose effects and
consequences are more and more frequently to bd facinsurance companies these days.

Each insurance company is obliged to run sounah@iral economy that would make it
possible to satisfy all claims resulting from attg@oncluded insurance contracts.

Therefore, a problem of making optimal decisiohattare related with carrying out
activities of a non-life insurance company may kespnted in the following way:
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- meeting statutory financial requirements thatamenected with covering;

- by own means - a solvency margin, amount of guagacapital and

covering an insurance fund by means of deposits;

- carrying out a deposit policy that complies wsthtutory constraints,

- creating technical insurance reserves that wdddadequate to the size and scope of
undertaken insurance activities;

- acquiring right structure of the insurance pditfo

- reaching a planned level of the loss ratio inittseirance portfolio;

- carrying out an optimal reinsurance policy.

Reinsurance

Reinsurance is a specific form of insurance wlarensurer transfers some part of all
liabilities that result from already concluded iremce contracts to a reinsurer. Reinsurance
companies usually do not cover individual risks.

Covers provided are to make sure insurance compaanjoy financial security.
Reinsurance is sometimes referred to as insurahcesurance in order to highlight a fact that
reinsurance is supposed to secure or strengthetingiedl insurance companies’ liabilities to the
benefit of the insured.

However, it is necessary to underline the fact gheeinsurer has no obligations or rights
that result from insurance contracts that are ecwmled by an insurance company that is
reinsured. Therefore, reinsurance does not affiecinsured or insurer directly.

Reinsurance is a contract by virtue of which onguiance company that is called a ceding
company cedes all or part of the risk insured @ra@up of risks insured of a particular sort

together with an appropriate part of premiums tmamther insurance company that is called a
reinsurer. The reinsurer then commits itself to gayceding company an appropriate part of
benefits that are to be paid to the insured.

Reinsurance is a specific extension of insurait®irance companies accepting some
risk in their portfolios demand some premiums tta@gether with incomes generated while
depositing insurance funds should be sufficientdeer compensations and benefits, and other
costs born while carrying out insurance activitiBe means in question should also allow for
generating some profit. However, it sometimes twnos that insurers’ incomes obtained are
insufficient.

Such a situation may result from:

- fierce competition on the insurance market thakes insurance companies reduce insurance
premiums;

- disadvantageous loss distribution that resulsome increase in the loss ratio;

- accumulation of great damages or emergence a$ttaphe damages;

- decrease of incomes generated by means of irsidEposits;

- exceeding of planned volume of insurance actioasts.
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Reinsurance is one of the means that provides sower against events that might prove
disadvantageous for any insurance company, andakemup a major factor that supports
insurance companies’ activities allowing them, riratiéa, for:

- risk distribution together with a possibility &pply a principle of mutuality;
- stabilization of the loss ratio level;

- increase in insurance capacity;

- protection of insurance company’ balance surplus;

- additional financial cover against effects ofasttophe damages.

Hence, reinsurance fulfils two fundamental funasina technical function and a financial
one. A technical function of reinsurance protentirance companies from excessive increase in
the loss ratio in a given period incurred as a ltesuoccasional great damages or unusual
accumulation of normal damages in time resultingigmificant deviation from the average loss
ratio.

On the other hand, a financial function is maimiginifested in accepting a large part of
compensations paid to the insured by insurance anieg. It allows ceding companies to save
some means in form of reserves of premiums andweséor non paid losses.

Reinsurance may be carried out in different forlystorm of reinsurance should be
understood as a way of sharing risk between a gecimpany and a reinsurer. Reinsurance
contracts are most frequently divided into two bagbups:

- proportional reinsurance contracts that are taibiEled into quota share treaty, surplus treaty
and quota and surplus treaty share;

- non-proportional reinsurance treaty that incledeess of loss treaty (with a further division
into reinsurance excess of los treaty for risk Bomdevent ) and stop loss ratio (aggregate excess
of los ratio treaty).

Proportional reinsurance is characterized by # fhat a reinsurer's share in each
market is determined in the agreed relation todingecompany i.e. the reinsured. The reinsurer
takes over a determined part of an insurance pranthat is decreased by the reinsurance
commission and then participates in covering alhages that are reported in the reinsured
portfolio to the same extent. In proportional reir@ce the reinsurer unequivokably shares their
lot with the reinsured.

Conversely, un proportional reinsurance is charaetd by the fact that while sharing
risk between the reinsured and reinsurer there@gmearranged proportions.

Reinsurer will be obliged to cover damage or egealialue of the loss ratio only in the very
case when their pre-set volume is exceeded.

Quota share reinsurance

Quota share treaty are the simplest form of rearsze. They involve providing
reinsurers with a given part of the whole risk fmid included in the contract. The major
advantage of the quota share treaty is to be faunts simplicity. In order to administer such a
contract neither particular qualifications of thesurer's personnel nor specialist information
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technology assistance are required because — aseaxad) rule — risks subject to contracts are

automatically subject to reinsurance in their deieed part.

In the quota share treaty cession refers to afspaonount or share in each ceded risk. The same
proportion will be applied with reference to thersaf insurance, premium and possible damage.
The Figure 1 presents a mechanism of quota shasirance.

-

Figure no. 1 Quota share reinsurance
Source: own on the basis of: Samson, D., Thomas, H.

In the Figure no.1 a vertical axis shows volumeiss measured by sums of insurance.
Horizontal axis illustrates a number of risks. Tot@lume of risks subject to insurance
protection is manifested by the ABEF quadranglddfieApplying 20% of quota share
reinsurance a ceding company’s participation iksriwill be decreased, and manifested by the
ABCD quadrangle field. Field of a CEFD figure, dretother hand, manifests reinsurer’s 20%
share in risks.

Quota share reinsurance disadvantage is obserkied an insurance company changes
its decisions. For instance, the insurer may calelinat they accept higher deductible CEHG
field is unnecessarily reinsured. Quota share vearse is always on the same level and it
covers small and great risks and good and bad. risks

Surplus treaty reinsurance

Quota share treaty disadvantage may be — to sateate- eliminated by surplus treaty
reinsurance that allows for complete equalizatibvalumes of risks that are observed in the
insurance portfolio.

In surplus treaty insurers — utilizing statistigalormation and actuarial tools — firstly
determine volume of maximal deductibles in paraicuisk sectors. Such shares are called , line
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or maximum. Other than these shares of some paislofexcedents) are ceded to reinsurer by
the insurance company.
In business practice there are also quota sharswaplus treaties.

Excess of loss treaty

As a result of such reinsurance contracts the evportfolio of particular insurance is
reinsured quantetively, and selected determindd tisat are higher than the insurer’'s accepted
level are reinsured by means of excess of los/tiesurance.
Essence of the excess of loss treaty lies in reensucommitment to cover this part of a loss that
is higher than a ceding company’s share in the lasd lower than the sum that is a limit of
reinsurer’s liability. The amount of loss that maka reinsurer take over ceding company’s
liability is called a priority or excess point.
A limit of reinsurer’s liability taken as a resualt one fortuitous event is called loss ratio wogkin
layer.
Excess of loss treaty is applied in order to setinencial equilibrium
of insurance transactions that might be disturbedrbergence of particularly high losses in the
portfolio. Excess of loss may take two forms:
- a surplus that is calculated in the relation wisk;
- a surplus that is calculated in the relation vaithevent.
In case of a surplus that is calculated in thetigelawith risk, a loss that concerns the whole
single risk is involved. In case of a surplus tisatalculated in the relation with an event, a sum
of losses that result from a single event is ingdlvExcess of loss treaty is shown by the Figure
no.2.
4 Size of loss o

III laver

///////

/

Loss classes

Y

Figure no. 2 - Excess of loss treaty
Source: own on the basis of: Samson, D., Thomas, H
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In the Figure no. 2 particular losses were plamedhe horizontal axis. The vertical axis
illustrates the amount of losses in question. Arggdompany'’s liability concerns losses up to
priority (deductible) and losses that exceed trst lass ratio working layer. Losses below
priority and above loss ratio working layer are @@d by the reinsurer. Loss layer field is
usually divided into some number of limits reingurey different re-insurers (the Figure 2
presents three of them). Such diversification ailities among different reinsurers is
particularly important in the situation of a compleover whose priority is set on a very low
level.

Aggregate excess of loss treaty (stop loss) isth@noform of non-proportional
reinsurance. In this type of reinsurance reinsaréability concerns a situation when value of
reported losses in a given year results in eitheeeding of a determined loss ratio or a
determined quota level. This type of a reinsuranoatract concerns the whole insurance
portfolio of a given kind or even the whole porifobf insurance of an insurance company.

In aggregate loss treaties three basic princgaegollowed:

- generally, reinsurer’s liability commences onljzem an insurer enters the zone of a technical
loss or exceeds a calculation level of rates;

- a ceding company participates in re-insurer’'ségsi.e. reinsurance cannot cover the whole
excess of loss;

- reinsurance cover has upper limits exceeding lithvresults in the complete liability of the
ceding company.

Aggregate excess of loss is shown by the Figur&no

I oss ratio (20)
Y

-
-

Types of risks

Figure no. 3 - Stop loss treaty
Source: own on the basis of: Samson, D., Thomas, H.
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Assuming that a concluded contract stipulatesresueance cover of excess of loss in the
situation when loss ratio exceeds 80%, 105% andld@pending on the kind of risk.
Simultaneously assuming the cover in question ligssat the moment when the loss ratio
exceeds a level of 135%n the 80% - 135% loss ratio range depending orkiheé of risk a
determined reinsurer’s liability amounts to 80%cé&se of a ceding company it is 20%.

To conclude, it is necessary to state clearly timsurance activities are always
accompanied by the reinsurance ones. The only tthiagchanges is the form and scope of
reinsurance since technological development resoltemergence of new risks and in the
increase of those already existing.

Reinsurance market development is a natural coleseg of the increase observed on
the market of insurance services. The problem t@dieed by insurers is to select the most
beneficial combination of reinsurance forms. Innpiple, all presented above forms of
reinsurance may be applied by insurers to diffeestént and in various combinations. Each of
the variants to be applied will differently influem the kind and amount of loss recovered by
insurers. Quote share treaties and surplus trettgether with excess of loss treaty based on
single risks will decrease a size of losses incliag a result of single events. On the other hand,
excess of loss treaty as a result of a single ewéhtlecrease insurance company’s exposure to
catastrophe events or accumulation of events ineng/ear. In contrast, aggregate loss treaty is
the most suitable to avoid adverse effects of reassts that are observed in a given year.

Forms and methods of reinsurance that is appleeinsurers will depend on numerous
factors including:

- a level of reinsurance market development;

- a form of risks to be reinsured;

- a size of insurance company’s portfolio;

- current insurance company'’s financial standing;

- their experience in reinsuring insurance;

- skills of managerial staff and threats poseddtpstrophe risks.

An insurance company should carry out an optirigsurance policy. In order to do this
and to foresee changes in its environment effdgtiveich a company does need to know the
market well and it has to be flexible.

In their portfolios, reinsurers do not always netall risk ceded by insurance companies.
They may carry out secondary distribution of alseadhiderwritten risks by means of further
reinsurance, i.e. retrocession. A necessity faiocession arises when reinsurers have already
underwritten in their portfolios risks that are egsively high and potential coverage of such
risks exceeds reinsurers’ financial capacities.

Optimal reinsurance

A reinsurance contract is concluded between awramee company and a reinsurer who
makes a charge in form of a part of premiums ctdédy an insurance company in return for
appropriate protection of a part of insurance camgigaportfolio. However, it is not the last
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stage of risk distribution. A reinsurer may alsansfer some part of its portfolio to are
trocesionaire who will then reinsure it. Such agaess may consist of many stages and, as a
result, some part of insurance company’s own riglgether with parts of other insurance
companies’ portfolios may return to the portfolibtbe insurance company in question. Risk
sharing by means of self retention, different forohgeinsurance contracts or setting limits of
reinsurer’s liability leads to some change in thepe of the very distribution.

This way two distributions are obtained: a retaipedt of risk and a transferred part of risk
(meant for reinsurance). Figures 5, 6 and 7 prabest distributions graphically.

probability density

insurer’ s lability

re-insurer’s liability

insurer’s liability

I

amonnt of loss (comnensation)

Y

Figure no. 5 - Distribution of loss probability
Source: own on the basis of: Samson, D., Thomas, H.

From the perspective of an insurance company,imertant to find optimal proportions
of the very distribution taking insurance companystfolio structure into consideration, i.e. to
choose a scope and forms of reinsurance that wairld the insurance company in question the
highest possible financial benefits. A very good affective tool that might help while solving
this type of problems may be provided by decisiess.

As it has already been mentioned, a method of d@gual collected premiums and
expected amount of paid compensations is a badicath¢hat is used in insurance to calculate
premiums. An insurance company has to match a seopeforms of reinsurance with its
insurance portfolio size and structure correctlypblem of insurance risk transfer that is a
prerequisite for a reinsurance contract arises. Hgéeeause of their construction, proportional
reinsurance contracts naturally ensure risk trangfeere is only one exception when a re-
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insurer determines an upper limit of its liabilit. similar situation takes place in case of a
disproportional reinsurance contract of an excé#sss type.

probability density

A

insurer’s hability

insurer’s liability

b

L

Compensation on the self-retention

Figure no. 6 - Scope of insurance company’s lialty in the distribution of loss
Source: own on the basis of: Samson, D., Thomas, H.

probability density

A

re-insurer s liability

P

N

re-insurer’s share in loss

Figure no. 7 - Scope of insurance company’ liabiltin the distribution of loss
Source: own on the basis of: Samson, D., Thomas, H.
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There is a different situation in case of reinageof aggregate excess of loss. For this
type of reinsurance, it is not possible to point elements of risk transfer evidently. Since risk
transfer is one of the elements of the reinsuraocdract, there is a clear necessity to determine
constraints that will facilitate transferring sompart of ceding company’s liabilities adequate to
the costs borne to a re-insurer in order to comilly reinsurance contract provisions.

Conclusion

While selecting a decision it is possible to ugariaciple of benefit maximization. This
principle may be characterized in the following way

Using a probability distribution of emergence obsequent states of nature, expected
benefits for particular decisions are calculatedefommended decision is a decision for which
an expected benefit is maximal. In case of ambygait decisions for which the above condition
IS met are recommended.

The approach suggested above allows an insuraoropany to analyze all decisional
situations exactly and select a scope and formeingurance in the optimal way.

Among the costs factored into the price of insaeais the cost of reinsurance. When
reinsurance costs rise, as they often do follovanigrge catastrophe, the cost of insurance is
likely to increase, as well. Few insurance companigain all the risk assumed under the
policies they underwrite. Even the largest insueanompanies find it necessary — or at least
financially desirable — to transfer some portion tbkir risk to the reinsurance market.

Reinsurance is a way for insurance companies @agtee that worse-than-expected
claims will not financially impair the company. Atally important role of reinsurance is to
absorb property insurance losses from large natatalstrophes. For the most part, the net cost
of reinsurance — the difference between the premiumsurance companies pay for protection
and the losses they recover from reinsurers owe # is quite low relative to the total property
insurance premium, and is largely unnoticed byqgyblolders.

However, when reinsurance costs shoot up shagliywing a large catastrophe, it can
have a material impact on insurance premiums. iddal real estate companies have little
influence over the cost of reinsurance and its chga their individual insurance premiums.
However, they can make insurance buying decisi@ased in part on how much reinsurance an
insurer needs to buy, and, consequently, how mofihence reinsurance costs can have on
property insurance premiums. In general, large algldiversified insurance companies have
less need for reinsurance, and have more contasltbeir reinsurance costs.
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Abstract

According to its mission, the fundamental purpo®agistics is to contribute to the
achievement of customer services in terms of efitgi. Company's performance in the supply
chain is given by the delivery service. It musteséablished from the way the company
responds to every order received from the custcoesea result of implementing a strategy
consisting of a series of specific decisions. Ad&idevel of service requires those decisions
to permit the firm to meet an optimal service leaetl a complete customer satisfaction in
terms of price, time value of the invoice, goodsvad safely at their destination. The level at
which an order is satisfied is a measure of thefgrarance of the supply chain of the
company and of the strategy applied by the compamys management.

Key words: logistics, supply chain, strategy, customer, parfance.
JEL Classification: L11

Introduction

According to its mission, the fundamental purpokéogistics is to contribute to the
achievement of a maximum customer services in tesimasfficiency. To achieve this, the
logistics department and the company managemernttakesaccount of (1) the need to know
the customers' requirements on service level amalbility of the firm of cater (2) the need to
know the level of service offered by competitorsl 4B) the ability of the firm, compared to
the competition, to provide the level of servicguieed by the customers [Lambert, Stock,
Ellram, 1998]. The analysis of this three aspetmanagement allows a company to identify
the weaknesses and strengths of its business gm#séle opportunities and threats in the
market.

Literature Review

At present many authors are speaking more ofteutatbe important role of the
logistics specialist in ensuring the competitivene$ the organization. Also authors are
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speaking more frequently about the concept of tmgisin the trade activity in goods.
Although it is a term originally used for militafgrmy on the movement and supply), and he
later expanded economic activity in other areas.

However, logistics is still interpreted in manyfdient ways both by practitioners,
specifically those carrying out economic activitieommercial or production) and by
specialists, economic theorists and researcheheifield. This situation makes logistics to be
misunderstood or in any case differently understdmin case to case its conceptual
significance.

The tendency is to consider mainly the operati@oahponent of logistics rather than
the strategic one. Consequently, the interpretadibthe way logistics establishes the link
between production and distribution networks thiouts transversal component within
companies is also limited and not always correct.

Theoretical background

At the same time, it must taken into account tlethemarket or customer group is
characterized by its own set of needs [Radu C, REBA&me markets require and pay for a
high level of readiness (as short delivery timks,dcceptance of higher costs). Other markets
call for efficiency (costs as low as possible, deslonger delivery times). The strategy of a
company in general and especially the logisticateagyy, as well as the action plans to achieve
its objectives, must be based on the customersestg and the ability of the company to
respond to them.

Because the logistic strategy of a company ha tieased on its customers needs, the
supply chain used by a company must provide theogpiate (optimal) combination between
customer requests related to a promptly deliveny tose related worth efficiency in the
delivery of products and goods. A company whoselsdghain better meets the needs of its
customers will gain market share at the expensettedr companies in the market and will
thus be more profitable.

Types of supply chain management decisions

The participants in a supply chain constantly tdkeisions that affect the way in
which their activities are conducted. Each orgaimomatries to maximize results through a
combination of outsourcing, partnership and condgats own activities. At the moment the
tendency is to focus on key competencies outsigefitin and obtaining other activities
needed to run the company [Radu C, 2013]. Althceggth supply chain has its unique set of
market demands and operating modes, problems tsolved remain the same in every
situation. Therefore, in each supply chain, managgnand specialists in logistics need to
take individual and collective decisions relating'1) production, (2) storage, (3) establishing
production sites, (4) transport and (5) informatanagement.

Production (1) must include production scheduliaggording to factory production
capacity, balancing the required work effort, giyalcontrol, equipment maintenance.
Decisions will be based on the nature of the prtslilce market requests, the required
guantities and the required timeframe for delivery

Storage (2) must used in order to inssure a "Butgainst insecurity in the supply
chain. Specific decisions regard determining ttze sif stocks on each level of the supply
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chain, the size of inventories of raw materialsnisenished and finished products, and the
optimal inventory size and timing of launching ammeommand. All these decisions must be
always based on implicit costs.

Production location setting (3) must include dewmisi related to the location of
factories and warehouses, the establishment ofibosathat involve the lowest cost, i.e. to
determine whether to use existing sites or builev r@es. Once taken these types of
decisions, the available paths for the produce&zh the final consumer are determined.

Transport (4) will involve decisions about movingvéntory from one location to
another within a supply chain, namely the oppottuof using different modes of transport.
Thus, the distribution by air transport means ortlogk can be faster and reliable, but also
more expensive. Water transport or train are lepersive, but usually involve a period of
time and are less certain. This uncertainty maycbmpensated by a higher level of
inventories.

Information management (5) will require from a camp decisions on the
establishment of the necessary information, i.e.itfiormation provided by the company to
its partners in the supply chain. Timely and acunaformation ensures proper coordination
and making better decisions. With high quality mfation, those involved have the ability to
make correct decisions about the necessary pradusize and location of stocks and finding
better transport solutions.

The sum of all decisions at this five areas lewdfines the effectiveness and
efficiency of the supply chain. The way a compaag act and the ways it can compete in the
market heavily dependent on the efficiency andctiffeness of the supply chain.

Adapting the supply chain to achieve the strategic objectives of the company

As shown, each market or customer category is cteiaed by its own set of needs.
The various supply chains that serve these markatt address those needs. Some markets
call and pay for a high level of readiness. Otharkats require that their chains to focus on
efficiency. The effect of all decisions of the figeeas of the supply chain will determine how
well it serves the market and how profitable i ttfain for its participants [Radu C, 2013].

Thus, if a company's strategy is to sell produntdarge quantities at a low price,
supply chain must be optimized so as that obtaiaing/or the distribution of products to
achieve the lowest possible costs. Conversely, dompany's strategy is to respond to
requests from a particular segment of the mark#t thie competitive advantage of the high
level of customer service, supply chain must bépéed to meet their needs promptly.

To adapt the supply chain to enable it to reaclsttaegic objectives of the company,
it is necessary to (1) understand the markets ddoyethe company, (2) defining strengths,
skills that distinguish the company and its releserving customers and (3) development of
the supply chain capabilities to support the waydbmpany acts [Radu C, 2013].

Understanding the markets served by the companyinfdglves establishing the
typology of own customers, the typology of the oustr's clients, the type of supply chain
the company is part of and the types of needsctigtomers have.

Regarding the types of needs that customers magj itashould be determined:

» the quantities requested by customers: those fdomis@imeliness and/or proximity prefer
small quantities and those who want a lower priesugually buying in bulk;
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« the delivery times requested by customers: resalenistomers in general are less willing
to accept delivery delays (even if they are notessarily long) compared to corporate
customers;

» the customer-requested product categories: higlevatoducts (that satisfy higher value
needs) are required in smaller quantities thanetldddower value (satisfying the primary
needs);

« the delivery service level requested: complete @mely delivery or gradual deliver on
longer term;

» the price accepted by the customer: customersrsgpakiort delivery times are willing to
accept higher prices;

» the pace of product innovation: customers seekifastapace of innovation are willing to
accept higher prices for the goods but they afdengdior short delivery deadlines instead.

Defining competencies and distinctive roles of thenpany (2) involves establishing
firm position in the supply chain (as manufacturingmpany, as wholesale or retail
distributors, as service providers etc.), setting) key skills and the main source of profit.
Establishing these issues must be made carefultpuse the company can serve several
different market segments and can be part of mapplg chains. If serving multiple market
segments, the company must still seek ways to leinem its distinctive competencies.
Some parts of the supply chain can only belongdstinctive market segment served, while
others can be combined to achieve economies c#.scal

For example, if manufacturing is a distinctive catgmce of a company, it can
produce a wide range of different products in th®e factories. Then the various storage and
transport options can be used to deliver prodactifterent market segments.

Capacity building-delivery supply chain (3) is basa decisions made regarding five
areas. Thus, through production, delivery timeknean be achieved by building factories
with large reserves of production capacity and&ng flexible manufacturing techniques that
will produce a variety of products. For an eventdretlelivery timeliness, a company can
produce in several smaller plants, close to thgetactustomers.

Efficiency through production can be obtained bygsplants with very low capacity
reserves, which are optimized for producing a lamge of products, to reduce costs. A
greater efficiency can be achieved by centralizingduction in large power plants that will
produce economies of scale.

Through storage, delivery timeliness can be aclievgh higher inventories, for a
wide range of products. An even better deliveryetimess can be obtain by storing products
in multiple locations, so they are either closéhiir customers or available immediately.

Efficiency can be achieved by reducing the sizenekntories for all goods and
especially for those that sell less frequently. rifrnies of scale can also be achieved by
storing goods in a few central warehouses.

Through the production units site, delivery timebs can be achieved by opening
more outlets/retail points, physically close to thestomer base (e.g., fast food restaurants).
Conversely, to get efficiency fewer locations tbantralizes all activities are needed.

Through transport, delivery timeliness can be aaddeby the choice of means of
transport that are fast and flexible (such as mnat In turn efficiency can be gained by
postponing delivery until transport means are |ldademaximum capacity. In this instance it
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also preferable to use cheaper means of transpatel rail or pipeline). Transport is even
more effective if it starts from a single centralnt and not from several different locations.

Through information, a company can achieve a heyell of delivery readiness by
collecting and transmitting accurate and timelyadgéenerated by operations. But when it
comes to focusing on efficiency, companies shoukfep less information related to fewer
activities. Also, sometimes companies choose ta $ess information about them in order
not to be exposed to the risk that those infornrmatizeing used against them.

Conclusion

Company's performance in the supply chain is givgrthe delivery service. It must
be established from the way the company respondsexy order received from the customer
as a result of implementing a strategy consistihg eeries of specific decisions. A higher
level of service requires those decisions to peth@tfirm to meet an optimal service level
and a complete customer satisfaction in terms afepitime value of the invoice, goods
arrived safely at their destination. The level &ick an order is satisfied is a measure of the
performance of the supply chain of the company @inithe strategy applied by the company
for its management.
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Abstract

In this article | present the tax facilities applicable to Romania on holding companies,
ranking of the first 20 countries that investing in our country, their activities field and the
necessity to approve the law holding company.

Keywords: holding companie; dividend tax;capital gainstax; law holding company
JEL Classification: K22, M14, M41

I ntroduction
Theconcept of holding company is characterized by the following aspects:
e« company whose objective is to acquire other congsaim order to have a portfolio of
shareholding titles to ensure its controlling posit
* holding company receives dividends from the cofdtblcompanies (subsidiaries) and
participates in the financing of the award and /goaranteeing of some loans made by
subsidiaries and participation in the capital iases
» objective of the holding companies can be:
* pure (management of the held shareholdings titles);
* mixt exercises and the commercial activities.
« object of activity falls within 6420 NACE code (adties of the holding companies)
Essentially, an ideal holding system allows intoag transfer of resources without
operational or legal barriers and without additior@sts, such as those concerning the taxation.
In this respect, thbeasic condition to be satisfied isiot taxed, or modest tax of 1-2% of the
capital gains and the dividend income derived fréine sale, respectively owning the
shareholdings in subsidiaries. To avoid encouratjiiregspeculative investments, application of
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such provisions is often conditioned by a quota arinimum owning period for shareholdings in
subsidiaries.

The holding structure should serve the needseftbbal management and, at the same
time, to ensure the financing needs or to centralie management of the intellectual property
rights used at the group level. Just such requingsnkave led to a specialization of holding
companies: financing in Luxembourg and the Netimeida or intellectual property in Ireland. In
addition, the holding specialization imposed thesys@parate entities from those established for
the shareholdings management.

The tax and legal regulation of these entitiefediffrom country to country. In Romania,
until now there are only tax regulations.

Provisionsfor tax holding companiesin Romania

From 2014, the system of holding tax is reguldigdhe Tax Code. Thus, in Romania,
there are, for the first time, the holding tax pstans. It is about a simple system that meets the
minimum two conditions for the holding operatidax exemptions on the capital gains and
dividends.

Meanwhile, from the beginning of that year, thare not taxed any liquidation proceeds
obtained by the holding company from the sale efstirareholding titlesn subsidiaries that are
owned. At the same time, in our country there waaldished and a minimum holding period of
one year These provisions were taken over in the new lawhe Tax Code, Law no. 227/2015
applicable from 01.01.2016.

The articles of the Tax Code which make referé¢ncehat | said earlier are:

» Article 23, mentioning that in calculating the taxable prafiite following incomes are non-
taxable:
a) dividends received from a Romanian legal emtitfrom a foreign entity paying income tax or
a similar tax to the profit tax, located in a theduntry with which Romania has concluded an
agreement for avoidance of double taxation, ifRloenanian legal entity that receiving dividends
holds on the foreign legal entity in the third, e date of their registration according to the
applicable accounting regulations, for a continupesod of one year, minimum of 10% of the
share capital of the legal entity that distributdigidends;
b) income from the evaluation / revaluation / salgansfer of shareholding titles hold by a
Romanian legal entity or a foreign entity locatedhistate with which Romania has concluded an
agreement for avoidance of double taxation, iff@ndate of the evaluation / revaluation / sales /
transfers, the taxpayer holds, for an uninterrugtedod of one year, at least 10% of the share
capital of the legal entity, where he has sharahgltitles. Not covered by these provisions the
incomes from the sale / transfer of shareholdimtsstheld on a Romanian legal entity by the
resident legal entity in a state with which Romdma not concluded an agreement for avoidance
of double taxation;
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c) incomes from the liquidation of another Romariegal entity or a foreign legal entity located
in a state with which Romania has concluded anemgeat for the avoidance of double taxation,
if on the date of commencement of operation ofitigtion, according to the law, the taxpayer
holds, for an uninterrupted period of one yeateast 10% of the share capital of the legal entity
subjected to liquidation;
» Article 24 The fiscal regime of the dividends received frorerivber States of the European
Union. After Romania's accession to the Europeaorithere are also non-taxable:
a) dividends distributed to a Romanian legal entite parent company, by of its subsidiary
located in a Member State, including those distaluo its permanent establishment situated in
another Member State than that of the subsididryhe Romanian legal entity meets the
following conditions:

1. has one of the following forms of organizatiageneral partnership, limited partnership,

limited company, limited partnership by sharesjtia liability company;

2. pay income tax under the provisions of Titlenlithout possibility of an option or exception;

3. holds a minimum 10% of the share capital ofghiesidiary situated in another Member State,
which distributes dividends;

4. on the date of income dividends registratiomnoitds the minimum participation from section

3, for an uninterrupted period of at least one year

b) dividends distributed to the foreign legal easitof Member States, parent companies, by their
subsidiaries situated in other Member States thr@egmanent establishments in Romania, if the
foreign legal entity meets all the following condits:

1. has one of the forms provided in Annex no. 1leTl; Income tax of the Tax Code;
2. in accordance with the tax legislation of then\ber State it is considered to be resident in that
Member State and, under an agreement concluded awithird country to avoid the double
taxation, it is not considered to have the fis@dduarters outside the European Union;
3. paid, in accordance with tax legislation of anhber State, without the possibility of an option
or exception, one of the taxes provided in Annex)ditle 1I; Income tax of the Tax Code;
4. holds a minimum 10% of the share capital ofghlesidiary situated in another Member State,
which distributes dividends;
5. on the date of income dividends registrationpegymanent headquarters in Romania, the
foreign legal entity holds the minimum participatiprovided in section 4, for an uninterrupted
period of at least one year.
In case that on the date of income dividends tegisn, the condition relating to the
period to thaninimum holding period of one year is not met, the inconsesubject to taxation
Subsequently, in the tax year in which the condiis satisfied, the income is considered
non-taxable with the tax recalculation of the taaryin which it was imposed.
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In this respect, the taxpayer must submit an amemt declaration of the profit tax, as
provided by the Fiscal Procedure Code.

Of course, the fiscal novelties are targeting $hrategic investments that aim to the
development, rather than the speculative.

For this reason, the most countries with holdiegime require minimum thresholds to
hold shares to grant tax exemption on dividends.

For example, Netherlands has a share of 5% ancu€yp%.

Romania has chosen to impose ownership of at It of shares in a subsidiary from
which they receive dividends.

Comparison between Romania and Cyprus on the business environment of the
holding companies

Next, we made a comparison between the businesmuaity of Cyprus and Romania,
given that in 2014, by regulating the holding fiscagime, Romania became as friendly to
investors as countries like Cyprus or Netherlands.

In Romania legislation could be found the following

» Pluses

- Tax exemption for capital gains (sale of shardéd titles, dividend income and income from
liquidation);

— 16% tax on profits and income, VAT 24%;

— extensive system of treaties to avoid the dotaxation;

— modern law of the commercial companies.

» Minuses
— missing the fiscal consolidation in group;
— the anticipated tax solutions and advance priagrgements are obtained very hard,;
— unstable and unpredictable legislation.

Also, it is required to the beneficiary (Romanliagal entity) holding a minimum of 10%
of the share capital of that company for a contursuperiod of one year.

In addition, Romania is currently very close tce thegulations of the traditional
jurisdictions in Europe.

Cypriot legidation on the taxation of holding companies is charapteri by the
following:

— 10% profit tax, 15% VAT;

— dividends are not taxed;

— there is the fiscal consolidation (cumulating pinefits and losses in the group);
— there is no tax on the social capital contributo increase it;
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— there is no tax for social shares;
— there is no tax on the sale of shares;
—developed systemwf treaties to avoid the double taxation.

Statistical situation of the companies with foreign participation in Romania on 31
December 2015

Statistics of the Trade Register indicate the Bidtimds is as the largest foreign investor
in the national economy.

Over 4,700 companies have shareholders residitigeihand of Tulips.

In addition, among the first ten countries, batmumber of companies and the value of
the subscribed capital, there are: Austria, GernaandyCyprus

Tableno. 1 Ranking of thefirst 20 countries of residence, of the investorsin the companieswith foreign participation in the share capital on
31 December 2015

Companies with Amount of subscribed social capital
fo_rgzlgn_ Total in local currency | Total in equivalent of Total in equivalent of
rticipation
e Ll participatio currency currency
thousands thousand thousand
0, 0, 0, 0,
No. % Lei % uSD % EUR %
0 1 2 3 4 5

Total ROMANIA 204,466| 100.00| 152,248,274, 100.00| 56,989,118. 100.00| 42,808,890 100.00
6 9 .3

1 | NETHERLANDS 4,761 2.36 | 32,603,116.5( 21.57| 11,716,524. 21.17 8,414,982. 21.25
5 9

2 | AUSTRIA 7,041 3.49 | 16,495,295.4 10.92| 7,045,585.2| 12.73| 4,872,386. 12.30
8

3 | GERMANY 21,106 10.46 | 14,636,078.2 9.69 | 6,474,698.5 11.70 4,557,799. 11.51
9

4 | CYPRUS 5,721 2.84 | 15,478,668.5 10.24| 5,074,133.8 9.17 | 3,793,820. 9.58
9

5| FRANCE 8,322 412 | 9,628,732.1 6.37 | 3,425,880.2 6.19 | 2,434,275. 6.15
2

6 | GREECE 6,278 3.11 6,485,425.4 4.29 | 2,535,291.6 4.58 1,779,601. 4.49
2

7| ITALY 41,759 20.70 | 5,940,696.1 3.93| 2,263,189.5 4.09| 1,579,892. 3.99
1

8 | SPAIN 5,534 2.74| 6,636,686.2 439 | 2,215,877.9 4.00| 1,655,577. 4.18
6

9 | LUXEMBOURG 847 0.42 | 5,542,787.7 3.67 | 1,868,213.6 3.38| 1,367,782. 345
5

10 | UNITED KINGDOM 5,205 258 | 3,859,019.8 2.55| 1,425,605.0 2.58 | 1,010,315. 2.55
8

11 | SWITZERLAND 2,669 1.32| 3,076,032.6 2.04 | 1,334,147.6 241 931,384.7 2.35

12 | USA 7,076 3.51| 3,445,700.3 2.28 | 1,333,972.2 241 950,061.2 2.40

13 | HUNGARY 12,99C 6.44 3,12¢,871.7 2.07 | 1,18742¢1 2.15 864,014.9 2.18

14 | TURKEY 14,369 7.12| 1,979,515.9 1.31 761,492.3 1.38 545,252.3 1.38

15 | CZECH REPUBLIC 893 0.44 | 2,212,100.8 1.46 748,710.6 1.35 559,796.5 141

16 | NETHERLANDS ANTILLES 15 il 2,042,294.6 1.35 724,750.5 1.31 503,417.0 1.27

17 | BELGIUM 3,442 1.71| 1,402,134.6 0.93 543,969.5 0.98 396,414.9 1.00
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18 | POLAND 862 043 | 17461269 116 | 496027.3 090 | 3829768 0.97
19 | CHINA 11,834 5.86| 1,177,923.8] 0.78| 440,8945| 0.80| 314,583.2 0.79
20 | SWEDEN 1,384 0.69| 1,037,799.00 069| 379437.9] 0.69| 268,899.8 0.68

Source www.onrc.ro

Analysing theChart no. 1 Sructure by domains of activity of the number of companies
with foreign participation, it is noted the biggest share is hold by a nundfewvholesale and
retail trade companies, repair the vehicles andmygtles (39.71%), and followed by extractive
and processing industry (12.70%) and real estateséctions (11.06%).

Professional,
administrative, scientific
Real estate; 11,06% and technicalactivities;
99,9205
Transport, storage and Public administration,
communications; 7,11%% education and health;

0,88%

Financial intermediation
and insurance, [VALUE] "

Extractive and processing
industry ; 12,70%%

Hotels and restaurants;
3.73% Wholesale and retail trade
companies, repair the
vehicles and motorcycles ;
39,71%

Construction; 8,.83%

Chart no. 1 Structure by domains of activity of the number of companieswith foreign
participation
Source:own chart

Analysing theChart no. 2 Structure on the domains of activity of the share capital value,
subscribed by the companies with foreign participation at the share capital, it is noted that most
was invested iextractive and processing indus(8b.70%).

This area followed by financial intermediation andurance (17.36%) amholesale and
retail trade companies, repair the vehicles andmgtles(12.45%)

Developing the holding companies is stimulated lanthe registration costs.

For example, the companies that running largenessies choose Netherlands, where the
registration costs and those of the running ananes forthe business ar e each around 25,000
euros.Cyprusis cheaper, the costs are aro@DO0 eur os.

Regime of holding companies from the traditionaumtries like Cyprus, Netherlands,
Switzerland and Luxembourg is complete, both im&eof tax and the legislation on companies.
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Pr ofesswnaL

adlrllllptb‘-‘i 1Sr€ lst Yation,

and tec 111c actr\
Transport, storage and 1])-_311 anglﬁeallh
0,26%

Real estate; 4,.98%

(=5

communications; 5,98%

Financial intermediation

and insurance; 17.36% Wholesale and retail trade
companies, repair the
vehicles and motorcycles ;
12,45%

Construction; 7,60%

Hotels and restaurants;
Extractive and processing 0.57%
industry ; 35,70%

Chart no. 2 Structure on the domains of activity thfe share capital value, subscribed by the

companies with foreign participation at the sharamital, registered in December 2015
Source: http://www.onrc.ro/index.php/ro/statistidi£254
*) Calculated according to the main declared activity
**) Calculated according to the total share capital subscribed in currency (USD)

Necessity for approval the holdings law
The holding draft law is in Parliament, it has been approved yet. Regime of holding
company will have the following characteristics:

» sets out the legal and fiscal regime of the grdugompanies and holding companies, and
the general framework of economic, financial angalerelationships between holding
companies and subsidiaries;

* aholding company can be associated with one oe mpsidiaries;

* a subsidiary (SRL company), having the holding camypa single associate, can be the
single associate of another SRL on condition tlamheof these companies to conduct
commercial activity in their own name;

* holding company may conduct administration, suéow and control activity of the
subsidiaries activity;

* holding company may grant funding the subsidiaries;

» itis established the obligation of drafting anlch§j of both the individual annual financial
statements and the consolidated annual finaneisdsents;

e group of companies will be treated fiscally as rgle economic entity carrying on an
integrated activity;
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e intra-group transactions are fiscally neutral, getreated as transfers of goods and
services produced within the same entity;

* income tax is applied to the consolidated financesult (will be due and pay by the
group companies in proportionate quota establigméae holding);

* tax losses of the companies are not reported if thee not consumed through
consolidation;

« VAT is not applicable in intra-group transactions

* recoverable VAT of a company can be compensatddWAT owed by another company
in the group;

e a group company must designated responsible foortiag and preparation of the
consolidated statement of VAT, respectively of pagi of VAT resulting from
consolidation;

» tax on dividends made by the companies membersgob@p is due and is payable only
once by the holding company.

This law will have an important macroeconomic aswtio-economic impact to the
business environment in Romahia

The macroeconomic impact, adoption of the law would be a clear evidenceagding the
quality of national legislation in the corporatevidield to the advanced level of the member
countries of the European Union and would be anomapt step forward toward the
establishment of holding companies in the singleketaframework where can participate the
countries with Romanian capital, which will entesrRania in a globalist context.

The impact on business environment, the establishment and enforcement the holding
companies law will lead to more efficient and stnéiae the business conducted by economic
operators in the country and will attract the fotiora of holding companies with Romanian or
foreign capital, thereby helping to improve thedbbusiness environment and increasing the
interest of foreign investors.

As a result of going through the processes of ereagd / or acquisition, a number of
SMEs with domestic capital might constitute in btdding companies, benefiting from increased
turnover, bargaining power to suppliers and creditor training and promoting of their brands
etc.

Encouraged by a favourable economic climate, rteestors will be more careful in their
opportunities of own local business developmenhaeuit putting the problem of capital transition
from one jurisdiction to another. All these will\eaa beneficial effect on the financial system in
Romania.

Although, on the short-term, implementing the hhaddlegislation will not give rise to
direct benefits for the authorities, the indireosiive impact will be found omedium andlong
term. So if it develops, the holding legislationllwboost further the establishment of new

! Explanatory memorandum on the law holding company
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companies and help develop the related servicéghbeleffect in the economy will be measured
over time, changes cannot be dramatic, from ongaanother.

Specifically, the establishment of holding comganin Romania will encourage the
development of collateral activities, the first fgpitargeted professions (accounting, legal
services, consulting). In addition, there would the development of new jobs in the high
qualification sectors.

However, a holding company regimell encourage domestic capital preservation in
the country, increasing the chances of Romania to impose sgé#ie tax competition from
outside. Also, the ideal scenario would turn Roraamito a pole of reference between
jurisdictions in the region.

However, it remains only to succeed to implemenitling laws while still represents an
innovation and not a necessity to counter the ffigobcy of the neighbouring countries.

In addition, the advantages offered by Romania@hdr European Union countries, cannot be
compared with tax havens: British Virgin Islands tbe Cayman Islands, where there is no
income tax. Thus, companies that pursue the spe@iliavestment will be further attracted to
such areas where the extracting money from busisesst taxed.

Conclusions

Developing a national economy depends largelyheneivolution of large and powerful
companies, those with enough force to stimulateaieh and innovation, to employ others and
conclude collaboration with many small and mediuntegorises around them.

Analysingthe statistics of the Trade Register indicate tlehBrlands is as the largest
foreign investor in the national economy. Over 8, tddmpanies have shareholders residing in
the Land of Tulips. In addition, among the firsh teountries, both in number of companies and
the value of the subscribed capital, there aretrfaysGermany and Cyprus.

A first step in this direction was made in Romaoyathe tax incentives approved in 2014,
and republished in new Fiscal Code applies stamingl January 2016 which refers to non-
taxation of dividends, income from the sale / tfansf shareholding titles and income from the
liquidation of another Romanian legal entity oogeign legal entity located in a state with which
Romania has concluded a double taxation convenidso, there are stimulated speculative
transactions by requiring a minimum percentage ihgldl0% of the share capital of that
company for a continuous period of one year.

By analysing the advantages and disadvantages=dffey the business environment in
Romania results increasing the attractive busireessronment through regulations approved
since January 2014.

It is believed that the publication of the holdicgmpanies Law, would generate greater
attractiveness for business environment in Roméeieause it allows intragroup transfer of
resources without operational or legal barriers atgb the reduction of the taxation rate.

Moreover, the establishment of holding companiesRiomania will encourage the
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development of collateral activities, the first fgpitargeted professions (accounting, legal
services, consulting).
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Abstract

Currently the focus is on the fact that non-finahaeporting is essential for the
transition to a sustainable economy which combloag-term profitability with social inclusion
and protection of natural resources.Therefore, pnesent requirements of the European Union
institutions on reporting non-financial enterprisaad large groups of enterprises require that
they report to both environmental and social aslaslissues regarding compliance with human
rights issues on combating corruption and bribeérnaims to increase the transparency and
comparability among large companigge

Key words: on-financial reporting; sustainable developmenteporting models;
reporting accepted standards
JEL Classification: M40, M41

Introduction

Starting from the reality that in today's econorthe financial point of view is not the
most important to assess performance; the managemsety must take into account the social,
and environmental exercised over any entity thatamainterest in company results.

The merit and importance of non-financial reportiisg that business goes beyond
performance reporting financial size classical ept®f performance thus completing two new
dimensions, environmental and social.

Now, if you ignore the social and environmentaues especially large corporations,
they risk losing market share in international sdst the ecological area of activity, to allocate
large sums to control losses to regain consumedidsoce.

If not long ago economic entities would have repospects of social and environmental
norms issued,today through the European Commiss&oge companies and large groups of
companies are obliged to report these issues.

These issues are indispensable to users of infamtt judge the overall performance of
the business and those entities.
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Therefore, the present requirements of the Europsaon institutions on reporting non-
financial enterprises and large groups of entegprigquire that they report to both environmental
and social as well as issues regarding complianite luman rights issues on combating
corruption and bribery.

Literature Review
Research theme responds the current needs in #ae odrnon-financial reporting. |
studied current legislation and the latest workarem. It is a topical issue and of great interest.

1. The environmental and social dimension of perfmance

The environmental dimension of performance - tliacerns the impact of entities on
natural systems, including ecosystems, soil, atew Entities are encouraged to report this type
of performance both in absolute and in relativeigal

Absolute values give an idea of size or impact alewing you to analyze performance
in the context of larger systems.

Relative values illustrates the efficiently of téwetity and allows the comparison between
entities of different sizes.

Environmental performance includes information wvkahicharacterizes: the amount of
energy consumed and its origin, treatments appésdurce management, emissions, waste, how
to exploit the earth, environmental managementyeexists and operates.

Good environmental practice is good practice whegults from economic to efficiently
generated from environmentally friendly technolsgiwith products, services compatible with
the environment by conserving natural resourcessaeagy.

The Control and minimization of the environmentapact by reducing the entity, reusing
and recycling become more and more important goalsconomic entities.

The social dimension of performance - this can leasured by analyzing the interactions
between the entity, human resource committed apdtmer parties who engage.

Social performance indicators include: relation$wieen employees, labor safety and
human resources, the report salary / cost of livelgninating discrimination, respect for the
local community, impact on community developmett, e

Many social issues covered by this type of perforceaare not easy to quantify, so a
number of social indicators are qualitative measwafethe systems and activities of entities such
as policies, procedures and management practices.

To assess social and environmental elements iecessary to use different units of
measure as imposing monetary unit can lead to fapeesentation and underestimating the
impact compared to economics. Has better supppottiag qualitative or descriptive.
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2. Compulsory non-financial reporting

Most stakeholders, and here we consider partiqular/estors, NGOs and other
beneficiaries appreciated the current level ofdpamency does not meet the information needs
both in terms of quantity and quality of social amyironmental information available.

In the reporting companies, European Council Divect2014/95/EU introduce a
requirement that certain companies to publish médron related to the impact they have on the
environment and society.

The new directive amending Directive 2013/34 / HuUtlee annual consolidated financial
statements and related reports of companies.

The first reports made by non-financial companies
due to the introduction of this requirement areorépg the financial year commencing 1 January
2016 or during the calendar year 2017.

The objective of new legisative measures is to ensure greater transparency and
responsabilty of reporting non-financial informatido ensure a level playing field in business
between Member of the UE States.

By introducing mandatory reporting of non-financfar the financial year beginning
withl th of January 2016, meaning the new directixe concerned entities have more than 500
employees, here comes enterprises listed on steckaeges in any Member State, credit
institutions, insurance institutions and reinsuggrimancial institutions or companies designated
by the Member States that have significant relegafioc investors by nature of their size or
number of employees.

3. What reporting standards may be used - in promang sustainable development of
information published
Companies with over 500 employees covered by threfg&an Directive 2014/95 / EU,
providing non-financial information can be usedhasandard reporting:
m National frameworks already exist;

m Personnel of the European Union (System of Enwmremtal Management and
Audit);

m International framework: United Nations Global Gmant (UNGC); Guiding
principles on business and human rights UN; OE@M@eaines for multinational
enterprises: ISO 26000; Global Reporting Initiati@&Rl), etc.
GRI is an international organization whose purp@séo promote the publication of
information on sustainable development.
Guidelines developed by the GRI aim to replacethetcurrent applicable accounting
standardsbut to provide a basis to meet the credibility aakkvance in non-financial reporting,
to supplement the financial statements
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It also aims to advance the quality of social andirenmental reporting at the level of
comparability, rigor and verifiability of specifitancial reporting.

In developing its conceptual framework, GRI waspired by reference of international
accounting (IASB) and U.S. (FASB).

Natural environmental indicatoreecommended by the GRI, are grouped under the thre
main themes as shown below:

Table no. 1.Natural environmental indicators recommended by the GRI

Categories of indicators Detailing directions of ceegories of
indicators
Resource consumption - Materials consumption;

- Water consumption;
- Energy consumption.

Impact of the entity activity on the natural emviment | - Terms of soil;

- Shedding in the air, water, soil, seriously afifeg the
natural environment;

- Waste;

- The amount of benefits paid by court order on the
natural environment.

Measures taken by the entity to minimize these otga| - Initiatives to exploit renewable energy sesrand
improve energy efficiency;

- Objectives, programs, forecasts of protection and
restoration of ecosystems and indigenous areas of
degraded areas.

Sourcewww.globalreporting.org

As the objective of financial statements is to juleva true financial position,
performance and financial position of business tgreent, the objective of social and
conceptual environment GRI is to provide a balanaed reasonable picture of the areas:
economic, social and environmentally.

Another international body, very important to ma#éorts in promoting the publication
of information on sustainable development is th&&dhNations.

It has developed a conceptual framework and assegsmethods and accounting
consequences of business activities on the nagaxalonment.

Indicators recommended by the UN on the naturairenment are grouped into the
following categories as shown in table no 2.

Next we point out some issues related standardeseptative of the Global Reporting
Initiative (GRI), now considered the most widelyedsstandards for over 5000 companies from
over 90 countries.

Global Reporting Initiative (GRI) recently launched new version of the standard,
namely G4.
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Table no. 2. Indicators recommended by the UN on thnatural environment

Categories of indicators Detailing directions of cegories of
indicators

Water - The amount of consumed water;
- The nature of water;
- Water use

Energy - The amount and nature of energy consumption, etc

Greenhouse effect - Emissions of greenhouse gas emissions from thefus
petroleum, mineral consumption, etc

Ozone layer - The consumption of goods with eftecthe ozone

blanket compared to net value added of the ensaxpri
- Information on the production, purchase, salesage,
recycling goods influence the ozone layer, etc.

Waste - The nature and amount of waste produced;
- Nature of the treatments used to reduce or seppre
them, etc.

Source: www.globalreporting.org

In the non-financial reporting, the Global Repggtinnitiative GRI G4 standard
recommends organizations use a variety of reasbiwe will present summarized below.

Thus, GRI standards are used on a large scalesimvtinld as a model of the reporting
framework for the non -financiare. For example, ythere currently used by over 5000
organizations from at least 90 countries, catmanaathge that provides a unified reporting and
comparability.

Also, bring the GRI G4 standard requirements ofeBtive 2014/95 / EU. It should be
noted that both standard and GRI G4 aforementiddieelctive covering the same essential
aspects which are compulsory: overview of CSR, rdit\¢ environmental protection, social
aspects, aspects relating to employees, protectumumghts, fight against corruption and of
bribery.

G4 version brings a number of changes on sustanailorting, the most representative
and we present them below.

Thus, elimination of compliance levels (Applicatibavels) - in their place,organizations
can choose between two options in order to produaport according to GRI, the basic option
"Core" or the detailed, comprehensive "Compreheaisi®Ogiunea base containing essential
elements of a sustainability report. Core optioovmles the background against which an
organization communicates its performance impacteafnomic, environmental, social and
governance. To achieve a detailed report must teghoindicators for both standard aspect and
for specific issues identified as relevant.

Also, put greater emphasis on relevance of comggrdrting (Materiality of content) -
encouraging organizations to report on mattersénas relevant, important for the impact of their
work. They must state the activity of the organmatwhich issues are relevant throughout the
value chain.
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Also, option G4 introduces a new category of issawmdard, namely, Ethics and
Integrity (Ethics and Integrity) - requesting infieaition about the values, principles, the ethical
conduct of organization, internal mechanisms anteraal reporting concerns infringement
ethical or integrity.

G4 eliminted obligativitivity reports to be veritidby an external organization, but obliges
organizations which reports state whether speriticcators were verified externally or not.

4. Ways for non-financial reporting requested

Non-financial reporting in accordance with the riegiments of the new Directive for the
categories of entities mentioned can be done indifferent ways:

- Eithera non-financial statements the management report, but distinct from it;

- Either aseparate report

For the report as a non-financial statementise Directiveprovides a minimum set of
information to be disclosedcopied below: a short description of the businesgnization;
adescription of the policies adopted by the orgation on environmental issues, issuessocial and
personal, human rights and fighting corruption afdbribery; an analysis of the main risks
associated issues mentioned both in the organigstioperations and in terms of business
relationships, products or services that could havegative impact;non-financial performance
indicators relevant to the organization;referenaed explanations of amounts reported in the
financial statements.

The condition imposed by the current European latjs is that statement non-financial
is stated clearly reporting framework used suctthasnational, EU or international. Where is
chosen as the method of reporting separate raperteport distinct management requirements to
keep are: to be published together with the repbrhanagement; to be made available to users
within relatively quickly, not to exceed six montlhem the balance sheet date, the website of the
company; to be mentioned in the Management Repstiduld be noted that for this reporting
alternative report need not rely on a national,dElihternational one. So the organization can opt
to use and develop their own instrument, reporfragnework, in compliance with the above
requirements.What must be respected, regardledge ahanner of reporting chosen is related to
content in that it is obligatory teetrieve information on environmentaocial information and
personnel and the degree of novelty are mandatafgrmation on rights man, fight against
corruption and of bribery

Conclusion

The impact of economic entities on the environnaamt society is becoming increasingly
important for managers, at any time to come, geimgra number of risks and uncertainties of
present and future, on which an economic entitytrmeet and should therefore be to include in
public reports. In current conditions more selestsonsumers show a growing demand for
products and services increased to not harm theoemwent, economic entities are seen in a
situation that must report information about suedtdires of their products and services.
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Therefore, the present requirements of the Europsaon institutions on reporting non-
financial enterprises and large groups of entegpriequire that they report to both environmental
and social as well as issues regarding complianite luman rights issues on combating
corruption and bribery.New legislative measuresdsga by adopting and implementing the
provisions of European Directive 2014/95 / EU om+fioancial reporting has Il Project, to
ensure greater transparency and non-financial nsgpibty among companies concerned.It aims
to increase the transparency and comparability gnemge companies.The merit and importance
of non-financial reporting is that business goegobd performance reporting financial size
classical concept of performance thus completingew dimensions, environmental and social.
Now, if you ignore the social and environmentaliess especially large corporations, they risk
losing market share in international costs fordbelogical area of activity, to allocate large sums
to control losses to regain consumer confideWe. support the central feature tleadtivities
organized on the principles of environmental prott entities providing economic
sustainability, the organization that has directnbécial effects on the growth of economic
performance.Corporate social and environmental reporting ceedtenefits for investors by
reducing risks and by increasing profits. The regess has shown that non-financial reports are
one of the most efficiently methods of presentiaghsinformation to investors.
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Abstract

The paper is based on the synthesis of the economic systems and processes
management. It analysis the cybernetic characteristics of the economy, it defines in a system
manner the market and analysis its characteristic traits and synthesizes the cybernetic
characteristics of the economic agent.

In the first part of the paper the systemic and cybernetic traits of the market that
determines the behavior and functionality of the economic systems are identified. In the
second part are presented the economic agents, categorized in elementary agents and
aggregate agents. At the end the economic agents are shown from the systemic, cybernetic
per spective.

Key words: economic system; cybernetic traits; economic agent; elementary agents;
aggregated agents
JEL Classification: E20, C51

Introduction

The cybernetic systems, as optimal regulating systehave a series of common
properties to all systems, irrespective of theitureg physical, biological, economic, social,
human, etc. Thus may be emphasized characteristiageneral concepts, such as: the
elements of the system, the structurethe interconnection and interactions, the
fundamental objective, the disturbing factors, thesurrounding environment, the input
variables and the output parameters(performance), as well athe strategy and the
regulating elements, perfecting, opening and adjustent.

The description of a real system, from this persSpecof the systemic and
cybernetic characteristics, does not exclude tharalgphysical characteristics of the systems,
but includes and emphasizes the structural anditunat particularities.

Similarly an economic system also, for example mgany, may be described in
relation with the processes of transforming the raaterials and the materials in finished
products (technologies), but also as cybernetitegyshaving a development in time, a basic
objective, interdependence relations with the emrrent (market, money), a certain
structural and functional complexity given by thelationships between people, by the
complexity of the decisions adopted [Negulescu42@Y the strategies of economic benefit
making and by the technological, structural ancheaac regulations.
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1. Definition and Systemic Traits of the Market

The market meangsthe place where the economic agertsconsumers, companies,
government, banks etc. meet and adopt important decisions for the societyOn the
market the exchange of goods is made, the priaésjes, interest and profit are formed. The
multitude of circumstances that accompany the m®oé exchange of products and services
determines the structure, the behavior an the pfcthe market.The structure of the
market refers to thenature and degree of competitiontherefore, both to the multitude and
the specialization of economic agents and to therdependences that are established
between these. If the multitude and the speciaizadf economic agents depend on the
demand and offer of product, the interdependenagsertt also of laws, regulations,
contracts, traditions, etc.

The behavior of the marketrepresents, in essendts performance, the results
that are obtained as consequence of functioningefdrs to a multitude of quality and
guantity characteristics, such as quantity andityuaf products and services, the degree of
satisfaction of the offer, habits, tradition, tastpresentations, demonstrations, publicity and,
last, prices.

The prices of the marketrepresent @erformance and regulating feature,being,
on any type of market— of goods and services, wfmaterials, materials, financial, currency,
foreign etc. — the main element of regulating aatednining the profit. Irrespective of their
nature, the prices fulfils the following basic:

. Information bearers — are the signs that assure the consistency ofdéngsions of the
consumers and companies; may guide the produatidthe consumption

. Protects the rareresources-by an increased price, of balance between demahdféer

. Determines the distribution of incomes- it achieves a balance between the price ofaber|

and the price of the consumption goods and services
A simple structure of the market economy, baseg onl two sectors, households

and companies, is shown fig. 1.The sectors are connected by two market sharesabioe

and the goods and services. There a direct propality between the two sectors, in the

meaning that of the labor market increases the gaad services market will also increase. If

the labor market decreases, the goods and semizg®t will also decrease.
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Fig. 1: The economic structure on two sectors
Source: designed by me
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In fig. 2 the circular (closed) flow in the economy consigtof two sectors is shown.
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Fig. 2: The circular flow in the economy with two gctors
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The balance relation is represented by the equality
Expenses for goods (for the national product) = nainal income (1)
In real economy, however, not everything that isdpiced is consumed, existing

needs of investment for resuming production and ifsr modernization as well as
availabilities of savings at the population by fical markeft(fig. 3).
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Fig.3: Economic structure with three sectors

Source: desianed bv 1
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The households provide funds on the financial ntaskbile the companies borrow
for investments. The households, at their turneikecfunds from companies, by the labor
market, national income, and return them as payrf@ngoods, services. The investment
expenses create income for the companies that peodiwods and services ment to
households..

In fig. 4 The circular flow with savings and investmentshewn.

(-) Savings
Households | o _ _ ______________

| |

l Financial market
Payments Payments t
for services companies

\ 4

Companies | ____.
(+) Investments

Fig. 4: The circular flow with savings and investrents
Source: designed by me

The structure, the behavior and the functionalityh@ real economic systems are
determined by the following systemic and cybernptaperties:

* The market economy is a large systenoth asgeographic extent(global), and
as number of subsystemscompanies, households, public sector, bankintpses wellas a
multitude of markets: goods and services, labor force, real estate, fmancial (currency
and capital) etc.; at the large size of the madastnomy system contributes however, also,
the multitude and diversity of interdependencesbetween subsystems, thaultitude of
organizations, relations and functional technologig, the multitude of interdependences
of external factors, subjective and disturbing, as well #s different nature of the
interdependencesorganizational, material, monetary and informadio

* The market economy is an open systerny themultitude of its relations with
the surrounding environment, the population systemthe political and social systema s
well as with theexternal sector(multinational)

* The market economy is a complex systerby the variety and diversity of
interdependences and processedy multitude of material, energetic, technological,
informational, labor force relations (including its education),decisions, balances,
distributions, protections, regulations and consumpons or investments
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* The market economy is a dynamic systeray its temporal developmentand by
thedependence of all its evolving elements by the tinfiactor.

2. Cybernetic Model of the Economic Agent

As subsystem of the cybernetic model of the magkenomy, the economic agent
may, at its turn, be represented by a cybernetidano

Genericallyan economic agent may be considered a person (nasiior legal) or
a group of persons that fulfill economic functions.

Any economic agent may be identified by the cowplleject-function.

Depending on the exercised functions, economictageay be divided thus:

. producers of goods and servicesompanies

. consumers- households

. financial —financial and credit institutions

. administrations.

. The producers and consumers agents representtdgooaof non-financial
agentswhich are occupied with transactions between dadrs of the offer and the bearers
of the demand.

The financial agentscarry on a strictly specialized activity for forngirand using
monetary, currency and financial resources.

The administrations represents the category of agents that supply codl
provides services of public utility, by collectiragnd redistributing resources from the other
agents and their allocation according to the puhterest.

Depending on the level of aggregation, the econagents may be categorized in
elementaryagentsandaggregated agents.

The elementaryagentsare distinguished by the following traits:

. They represent a distinct subject of the econoifec both as natural persona
and as group of natural persons and as legal person

. They are their own, irreducible interests bearedsich they convert in the
purposes of their actions

. They make decisions and carry on actions spontaheou

. They have own resources and capacities

. They have the capacity o initiating and keepingtrehs with other economic
agents.

Making decisions represent for the elementary eson@gents a continuous process
that is submitted to the principle of rationality.

The aggregated agentgepresentclasses of elementary economic agentsho
fulfill similar functions. The existence of thesgeats is pure virtual and is based on
behavioral similitude, thus:

- enterprises (companies)- group all agents that produce material goods and
services (non-financial) intended to the markemd®f the following types:

- capital companies

=  cooperatives

=  partnerships with legal personalities

» individual or public enterprises
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- households (housekeeping) represents economic agents bearer of the ¢gpaci
of consumer, thus:

. families

. individuals

. communities

- financial, credit institutions and insurance compames — reunite all the
institutions (private, public and mixed) which ftion is of financial intermediary:

= banks

=  monetary issuing institutions

* insurance companies

- public administrations — perform the function of redistribution of the incem
and of the wealth based tme non-merchandise services:

= central administrations

* |ocal administrations
public education
= social protection

justice
public infrastructure
private administration - group the private non-profit bodies:

= organizations

= associations

= foundations.

The multitude of operations and transactionsthat take place between the
economic agents form, in their developmertireuit .

The elements that define the economic circuit are:

- the economic activitiesrepresent the premise of the economic transactods
refer to the totality of operations that follow tbatisfaction of the economic goods needs and
may be categorized thus:

= operations with goods and servicethat concerns the production, exchange and
use of goods

= operations of distribution by which the distribution of incomes is achieved
related to the process of production: payment laress, taxes, subsidies, etc. and of those of
property: interests, annuities and dividends

» financial operations that refer to the change of the volume and stracaf
assets and/or liabilities of the economic agents.

- The subjects of transactionsare economic agents grouped according to the
institutional criterion: enterprises (companiegjuseholds (housekeeping), financial-banking
institutions, public and private administrations

- The transactionshave as object the goods, products, services amenay, the
overwhelming part of the economic transactionscargied on through the market, but there
are economic activities which are not made throdlga market (stocks, goods and
households, free of charge services); the maraaséactions are :

» Bilateral transactions in which any transfer has a correspondent couatgrp

» Transactionswithout equivalent service, of the following type:
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- Current transfers that are systematically performed (payments, tasdssidies
etc.)

- Assets transferthat determine a change of assets.

In order to achieve the transactions under conwtiof profit, an economic agent
(irrespective of the size and nature of its acgtjvthall be organized assuring:

. The business management

. The needed technological implementations

. Testing and homologation of products or services

. Production of goods or services

. Financial, human, material and informational resear

. Offer and sale capacities

. Sales analysis capacities.

Depending on the confrontation with the competitaond the direct results of the
sale (profit), the agent establishes the developrsteategy, the operational management, the
rhythm of production, the most favorable marketrebathe change or the renewal of
technology, the size of resources (investments) etc

It worth to notice that an economic agent operatea cybernetic system with
learning, having a main input, thenarket requirements and a main output, theffer.
Analyzing the existence of the other inputs, inabgdf the disturbing factors (fluctuations of
the market, monetary plays, technological peridiigbitc.), the agent appears asnano
variable systemin output (offer of its goods and services) andnaltivariable system in
input. At least two main reaction loops may be also leeszedthe loop of confrontation
with competition andthe loop of obtained profit

Conclusion

This paper begins from the object of study of ecoicocybernetics and namely the
management, control, regulation and self-regulatibthe processes and phenomena that are
carried on in economy. This is dealing with the dgtuof informational, decisional
mechanisms, offering both a unitary representatibthe economy as a complex dynamic
system and an approach of its subsystems (cohtrageholds, industrial branches etc.).

In all economic systems complex regulation and -igjtilation, increase or
disappearance, restructuring and structuring, &dpist a self-adjustment processes take
place in very diverse shapes. These processes@aredcon according to objective laws, are
ran and controlled by mechanisms that act for riegcpredetermined or implicit objectives
and purposes.
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Introduction

The cybernetic systems, as optimal regulating systehave a series of common
properties to all systems, irrespective of theitureg physical, biological, economic, social,
human, etc. Thus may be emphasized characteristiageneral concepts, such as: the
elements of the system, the structurethe interconnection and interactions, the
fundamental objective, the disturbing factors, thesurrounding environment, the input
variables and the output parameters(performance), as well athe strategy and the
regulating elements, perfecting, opening and adjustent.

The description of a real system, from this persSpecof the systemic and
cybernetic characteristics, does not exclude tharalgphysical characteristics of the systems,
but includes and emphasizes the structural anditunat particularities.

Similarly an economic system also, for example mgany, may be described in
relation with the processes of transforming the raaterials and the materials in finished
products (technologies), but also as cybernetitegyshaving a development in time, a basic
objective, interdependence relations with the emrrent (market, money), a certain
structural and functional complexity given by thelationships between people, by the
complexity of the decisions adopted [Negulescu42@Y the strategies of economic benefit
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1. Definition and Systemic Traits of the Market

The market meangsthe place where the economic agertsconsumers, companies,
government, banks etc. meet and adopt important decisions for the societyOn the
market the exchange of goods is made, the priaésjes, interest and profit are formed. The
multitude of circumstances that accompany the m®oé exchange of products and services
determines the structure, the behavior an the pfcthe market.The structure of the
market refers to thenature and degree of competitiontherefore, both to the multitude and
the specialization of economic agents and to therdependences that are established
between these. If the multitude and the speciaizadf economic agents depend on the
demand and offer of product, the interdependenagsertt also of laws, regulations,
contracts, traditions, etc.

The behavior of the marketrepresents, in essendts performance, the results
that are obtained as consequence of functioningefdrs to a multitude of quality and
guantity characteristics, such as quantity andityuaf products and services, the degree of
satisfaction of the offer, habits, tradition, tastpresentations, demonstrations, publicity and,
last, prices.

The prices of the marketrepresent @erformance and regulating feature,being,
on any type of market— of goods and services, wfmaterials, materials, financial, currency,
foreign etc. — the main element of regulating aatednining the profit. Irrespective of their
nature, the prices fulfils the following basic:

. Information bearers — are the signs that assure the consistency ofdéngsions of the
consumers and companies; may guide the produatidthe consumption

. Protects the rareresources-by an increased price, of balance between demahdféer

. Determines the distribution of incomes- it achieves a balance between the price ofaber|

and the price of the consumption goods and services
A simple structure of the market economy, baseg onl two sectors, households

and companies, is shown fig. 1.The sectors are connected by two market sharesabioe

and the goods and services. There a direct propality between the two sectors, in the

meaning that of the labor market increases the gaad services market will also increase. If

the labor market decreases, the goods and semizg®t will also decrease.

Y Labor offer:

abor market Personal
income

N
>

\4

Labor deman

Goods and services

Revenues of the |_Balanceprice T-;markz

Products offe

Fig. 1: The economic structure on two sectors
Source: designed by me
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In fig. 2 the circular (closed) flow in the economy consigtof two sectors is shown.
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services
L

Expenses for
gopds

Y

Households
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A

S
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Y

D

National incom

Services

A

N
>

Fig. 2: The circular flow in the economy with two gctors

Source: designed by

me

The balance relation is represented by the equality
Expenses for goods (for the national product) = nainal income (1)
In real economy, however, not everything that isdpiced is consumed, existing

needs of investment for resuming production and ifsr modernization as well as
availabilities of savings at the population by fical markeft(fig. 3).

NP expenses

Ket

Expenses for consumption

<

Goods and services mar
D
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~
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Expenses for investments

Financial Market
1 Investment S o — L
q
Companies fund L >avings ouseholds
> A
Labor marke S
Payment of 5 National
services p Income

Fig.3: Economic structure with three sectors

Source: desianed bv 1

84|Page



" . ? Annals of Spiru Haret University

Economic Series
Since 2000

ISSN: 2393-1795  ISS5N-L:2068-6900

Issue 2/2016

The households provide funds on the financial ntaskbile the companies borrow
for investments. The households, at their turneikecfunds from companies, by the labor
market, national income, and return them as payrf@ngoods, services. The investment
expenses create income for the companies that peodiwods and services ment to
households..

In fig. 4 The circular flow with savings and investmentshewn.

(-) Savings
Households | o _ _ ______________

| |

l Financial market
Payments Payments t
for services companies

\ 4

Companies | ____.
(+) Investments

Fig. 4: The circular flow with savings and investrents
Source: designed by me

The structure, the behavior and the functionalityh@ real economic systems are
determined by the following systemic and cybernptaperties:

* The market economy is a large systenoth asgeographic extent(global), and
as number of subsystemscompanies, households, public sector, bankintpses wellas a
multitude of markets: goods and services, labor force, real estate, fmancial (currency
and capital) etc.; at the large size of the madastnomy system contributes however, also,
the multitude and diversity of interdependencesbetween subsystems, thaultitude of
organizations, relations and functional technologig, the multitude of interdependences
of external factors, subjective and disturbing, as well #s different nature of the
interdependencesorganizational, material, monetary and informadio

* The market economy is an open systerny themultitude of its relations with
the surrounding environment, the population systemthe political and social systema s
well as with theexternal sector(multinational)

* The market economy is a complex systerby the variety and diversity of
interdependences and processedy multitude of material, energetic, technological,
informational, labor force relations (including its education),decisions, balances,
distributions, protections, regulations and consumpons or investments
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* The market economy is a dynamic systeray its temporal developmentand by
thedependence of all its evolving elements by the tinfiactor.

2. Cybernetic Model of the Economic Agent

As subsystem of the cybernetic model of the magkenomy, the economic agent
may, at its turn, be represented by a cybernetidano

Genericallyan economic agent may be considered a person (nasiior legal) or
a group of persons that fulfill economic functions.

Any economic agent may be identified by the cowplleject-function.

Depending on the exercised functions, economictageay be divided thus:

. producers of goods and servicesompanies

. consumers- households

. financial —financial and credit institutions

. administrations.

. The producers and consumers agents representtdgooaof non-financial
agentswhich are occupied with transactions between dadrs of the offer and the bearers
of the demand.

The financial agentscarry on a strictly specialized activity for forngirand using
monetary, currency and financial resources.

The administrations represents the category of agents that supply codl
provides services of public utility, by collectiragnd redistributing resources from the other
agents and their allocation according to the puhterest.

Depending on the level of aggregation, the econagents may be categorized in
elementaryagentsandaggregated agents.

The elementaryagentsare distinguished by the following traits:

. They represent a distinct subject of the econoifec both as natural persona
and as group of natural persons and as legal person

. They are their own, irreducible interests bearedsich they convert in the
purposes of their actions

. They make decisions and carry on actions spontaheou

. They have own resources and capacities

. They have the capacity o initiating and keepingtrehs with other economic
agents.

Making decisions represent for the elementary eson@gents a continuous process
that is submitted to the principle of rationality.

The aggregated agentgepresentclasses of elementary economic agentsho
fulfill similar functions. The existence of thesgeats is pure virtual and is based on
behavioral similitude, thus:

- enterprises (companies)- group all agents that produce material goods and
services (non-financial) intended to the markemd®f the following types:

- capital companies

=  cooperatives

=  partnerships with legal personalities

» individual or public enterprises
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- households (housekeeping) represents economic agents bearer of the ¢gpaci
of consumer, thus:

. families

. individuals

. communities

- financial, credit institutions and insurance compames — reunite all the
institutions (private, public and mixed) which ftion is of financial intermediary:

= banks

=  monetary issuing institutions

* insurance companies

- public administrations — perform the function of redistribution of the incem
and of the wealth based tme non-merchandise services:

= central administrations

* |ocal administrations
public education
= social protection

justice
public infrastructure
private administration - group the private non-profit bodies:

= organizations

= associations

= foundations.

The multitude of operations and transactionsthat take place between the
economic agents form, in their developmertireuit .

The elements that define the economic circuit are:

- the economic activitiesrepresent the premise of the economic transactods
refer to the totality of operations that follow tbatisfaction of the economic goods needs and
may be categorized thus:

= operations with goods and servicethat concerns the production, exchange and
use of goods

= operations of distribution by which the distribution of incomes is achieved
related to the process of production: payment laress, taxes, subsidies, etc. and of those of
property: interests, annuities and dividends

» financial operations that refer to the change of the volume and stracaf
assets and/or liabilities of the economic agents.

- The subjects of transactionsare economic agents grouped according to the
institutional criterion: enterprises (companiegjuseholds (housekeeping), financial-banking
institutions, public and private administrations

- The transactionshave as object the goods, products, services amenay, the
overwhelming part of the economic transactionscargied on through the market, but there
are economic activities which are not made throdlga market (stocks, goods and
households, free of charge services); the maraaséactions are :

» Bilateral transactions in which any transfer has a correspondent couatgrp

» Transactionswithout equivalent service, of the following type:
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- Current transfers that are systematically performed (payments, tasdssidies
etc.)

- Assets transferthat determine a change of assets.

In order to achieve the transactions under conwtiof profit, an economic agent
(irrespective of the size and nature of its acgtjvthall be organized assuring:

. The business management

. The needed technological implementations

. Testing and homologation of products or services

. Production of goods or services

. Financial, human, material and informational resear

. Offer and sale capacities

. Sales analysis capacities.

Depending on the confrontation with the competitaond the direct results of the
sale (profit), the agent establishes the developrsteategy, the operational management, the
rhythm of production, the most favorable marketrebathe change or the renewal of
technology, the size of resources (investments) etc

It worth to notice that an economic agent operatea cybernetic system with
learning, having a main input, thenarket requirements and a main output, theffer.
Analyzing the existence of the other inputs, inabgdf the disturbing factors (fluctuations of
the market, monetary plays, technological peridiigbitc.), the agent appears asnano
variable systemin output (offer of its goods and services) andnaltivariable system in
input. At least two main reaction loops may be also leeszedthe loop of confrontation
with competition andthe loop of obtained profit

Conclusion

This paper begins from the object of study of ecoicocybernetics and namely the
management, control, regulation and self-regulatibthe processes and phenomena that are
carried on in economy. This is dealing with the dgtuof informational, decisional
mechanisms, offering both a unitary representatibthe economy as a complex dynamic
system and an approach of its subsystems (cohtrageholds, industrial branches etc.).

In all economic systems complex regulation and -igjtilation, increase or
disappearance, restructuring and structuring, &dpist a self-adjustment processes take
place in very diverse shapes. These processes@aredcon according to objective laws, are
ran and controlled by mechanisms that act for riegcpredetermined or implicit objectives
and purposes.

References
[1]Andrei, C.L. ,Economie, 2nd edition (Bucuresti,Ed. ASE, 2011)
[2]Bade, R.; Parkin, M.Economics, Third edition (New York, Pearson Addison Wesley ,
2007)
[3]Gaf-Deac, I. Econometrie (Bucuresti, Ed.Fundatiei Romania de Maine, 20075383
[4]Negulescu, O. Using a decision-making process model in strategic management, Review
of General Management (Bucuresti, Ed. Expert, 20bliyme 17, Issue 1, 111-123)

88|Page



? Annals of Spiru Haret University

Economic Series
Since 2000

ISSN: 2393-1795  ISS5N-L:2068-6900

Issue 2/2016

[5]Paun, M. Analiza sistemelor economice (Bucuresti, Ed. All, 1997)
[6]Scarlat, E.; Chirita, N.,Ssteme cibernetice ale economiei de piaza (Bucureti, Ed.
Economi&,1997)

89|Page



? Annals of Spiru Haret University

= Economic Series
——
Since 2000

ISSN: 2393-1795  ISSN-L1:2068-6900

Issue2/2016

THE ROLE OF PUBLIC DIPLOMACY IN INTERNATIONAL RELAT IONS
IN FULL PROCESS OF GLOBALIZATION

Elena GURGU, Aristide Dumitru COCIUBAN
Spiru Haret University, lon Ghica Street, no. 13uBharest, 030045, Romania,
Tel: +40214551000, Fax: +40213143900
E-mail: elenagurgu@yahoo.com, tedy_cociuban@yahomc

Abstract

The purpose of this article was to highlight thaer of public diplomacy in linking
countries of the world in the process of econongbajization. Like objectives we intend to
emphasize the kinds of powers that plays an impbrtale in public diplomacy and national
policies on public diplomacy. The investigationsrriecal out by us so far shows that
contemporary international relations recorded, undlge impact of globalization, a process of
resizing, which leads to the removal of the stab@@poly on foreign policy. As a result, a whole
range of non-state actors influence the image obantry abroad and information technologies
gives them multiple communication mechanisms. indituation, diplomatic activities must be
accompanied by a process of communication, boitis internal and foreign markets.

Keywords: public diplomacy, soft power, hard power, smart pgvglobalization, public
policy, interstate relations
JEL Classification: K2

Introduction

In this paper we wanted to emphasize the role poéilic diplomacy has in relations
between states in full process of globalizatione Tinportance of studying this problem stems
from the fact that more and more countries laurghiformation campaigns in recent years
aimed at contributing to the priorities of foreigalicy, but also to obtain their support for these
companies.

In the context of participatory democracy, puloipnion adherence to government policy
is indispensable for the survival of a governmentl dhat is why we, the authors try to
familiarize the general public with useful terms miblic diplomacy and the ways in which
public diplomacy can achieve. External strategesimnend or strengthen international public
perception to a particular country are also part tbéir public relations campaigns.

In international relations, the terfpublic diplomacy" appeared to describe aspects of
international relations, which manifests itself side the interaction between state structures.
There are actions that we attribute to public didoy and existed from ancient times. Leaders
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of Rome, for example, invited the boys of neighbgrcountries to do their studies in Rome.
This is an example of public diplomacy. In whatdels we will discover public diplomacy as it
is seen by specialists in the field.

About public diplomacy in literature

The term"public diplomacy” was introduced into scientific circulation in 1968hen
Edmund Gullion, a career diplomat and dean of tbeo8l of Law and Diplomacy of Tufts
University, created the Center for Public Diplomdégward R. Murrow The informational
material of the Center described this termpoblic diplomacyas "the influence of public
attitudes in the formation and execution of foreigolicies. It encompasses dimensions of
international relations beyond traditional diplomac. [including]:

«formation by governments of public opinion in otbeuntries;

sinteraction between private interest groups froiffedent countries;

sinforming people about international affairs arfeeir influence on domestic policy;
ecommunication between those whose function is coneation, as well as diplomats and
foreign journalists;

*(and) the process of intercultural communicatiofDizard Jr. Wilson, 2001]

The term became shortly dominating US governmemgviding the theoretical
foundation necessary to external activity of theeAgy of American Intelligence-USIA (US
Information Agency-United States Information Agenthyat handled between 1953 and 1999 the
dissemination of information and broadcast mediaoffi8ial, taking over the role that Voice of
America had it since the time of the Second Worldr\\Because the activities of this agency
were defined in public opinion basically asopaganda a term that had acquired negative
connotations, USIA accepted the term "plublic diplomacy" as descriptor of his official
activity. The US State Department defipesblic diplomacyas US government-funded programs
designed to inform or influence public opinion akddCharles Wolf, Jr., Brian Rosen, 2004].

In the same vein, Hans Tuch defipeblic diplomacyas a communication process of the
government of a country with foreign audiencesingyto explain his ideas and ideals of
respective nation, its institutions and its culta® well as national interests and policiétans
Tuch, 2010]. Hans Tuch also definpdblic diplomacyas"official government efforts to train
abroad communication environment in which US fargiglicy is conducted in order to reduce
the degree to which misconceptions and errors ofgpion complicate relations between the
U.S. and other nations[Hans Tuch, 2010] Objectives and national interese disclosed to a
foreign public through a variety of means, inclglitnternational programs, cultivating
journalists and foreign academics, cultural andcatianal exchanges, visits and conferences
scheduled, and also publications.

Griffin Malone expand the definition including theeed to understand others as
fundamental tdhe success of public diplomacyif we want to have success in our efforts to
create understanding for our society and for outiges, first of all we must understand the
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leitmotifs, the culture, the history and the psyoby of peoples with whom we want to
communicate, and certainly their language.”

Former diplomat John Brown describd$ public diplomacyas “a process involving
three roles: information dissemination, educatioraultural exchanges”.

Philip Taylor uses the terfiperception management'to describe the informational role
of public diplomacyin this regardby drawing a distinction between public affairgjbfc
interest, psychological operations, media managéearahpublic diplomacy.

Researchers in the field ofiltural diplomacy as Kevin Mulcahy and Harv Feigenbaum
emphasizeshe difference between public and cultural diplomam thatpublic diplomacyis
moving towards disseminating information and prangtpolicies in the short term, and the
cultural diplomacyis establishing long-term relationships.

Public diplomacy as perceived traditionally, includes:

» governmental support of the programs in the calfteducational and informational domains,
» exchanges of citizens,
* programs oriented to informing and influencingeiign audiences.

Traditional Diplomacy

Government k= = Government
A F
FPublic Public
Affairs Affairs
W Public Diplomacy v
- -
MNon Governmental Actors MNon Governmental Actors
{individuals, civil sodety, (individuals, civil sodety,
corporations, NMGOs, etc.) corporations, NGOs, etc.)

Figure no. 1 — Traditional diplomacy vs. public digomacy
Source:after a figure realised by Kevin Mulcahy &tatv Feigenbaum

From the Report of US Commission on Public Diplognave conclude that this is an
open exchange of ideas and information, is an iahiecharacteristic of democratic societies. Its
mission is essential to global and foreign polibging indispensable to [national] interests,
ideals and leadership in the worldCommission's Report on Public Diplomacy, 1991]
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US Congressman Henry Hyde believes tha role set for oupublic diplomacyfis] to
recruit people of the world in a common cause anddnvince them that the objectives towards
which tend themselves - freedom, security and pragp are the same ones United States tend
to promote abroad [Joseph S. Nye, 2005].

The Strategy Council of Great Britain for Publipp@macy define this notion dactivity
that seeks to influence positively, including byeating relationships and partnerships,
perceptions of individuals and organizations abr@dmbut the United KingdonfMark Leonard,
Catherine Stead and Conrad Smewing, 2002].

Hard powerand smart poweltype of public diplomacy vs. propaganda

Political scientist Joseph Nye [Joseph Nye, 208d$cribespublic diplomacy as a
political expression of soft power concept whichiriteoduced in the early 90n international
politics, poweris the ability of an actor to influence anotherperform certain actions which
would not otherwise be undertake®o,hard poweris the ability of an actor to compel another
to perform certain actions and tactics that includditary intervention, coercive diplomacy and
economic sanctiondn contrast,soft powerrefers to the ability to convince the actor to take
those actionsThe combination of the two the power of smartan approach that strategic uses
the most appropriate tactics of the two aforemeetibdimensions of power.

Tabel no. 1. — The differences between types of pewin public diplomacy
The Types of Power:

Type of Power Mechanism | Illustration

Hard Power Coercion Country B does what Country A wants
because Country A would harm B if it
does not comply

Economic Power Incentive Country B does what Country A wants
because Country A will reward Country
B for complying

Soft Power Co-Option Country B does what Country A wants
because B is convinced that what A
wants is best.

Source: Nye Joseph SThe Benefits of Soft Power,CompassA Journal of LeadershigdSpring 2004-4)

So, the concept dpublic diplomacy" is part ofsoft power which, as defined by Joseph
Nye, is the ability to achieve the expected goal basesaluntary participation by allies, not by
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constraint [Joseph Nye, 2004%oft powerlies in culture and political ideals of the coyntr,
When you manage to make others admire your ideadswant what you want .... Seduction is
always more effective than coercion, and many wakieh as democracy, human rights and
individual opportunities are deeply attractivgJozef Bator, 2005].

Ihye's canceptof
soft power

traditional
ponoeph of power
h

Figure no. 1 — Nye’s concept of soft power in puldidiplomacy
Source:after a figure realised Jozef Bator, 2005

Soft power of a countryis created through the activities of multiple astand
organizations impacting foreign audience - artist$, galleries and music television, NGOs,
political parties, writers and artists' associagiojournalists and media groups, researchers and
teachers, entrepreneurs and religious leaderflatt Melissen, 2005].

Introducing the use of this term was necessanaulme the activities involved were
assigned to a concept that had already managearndest negative propaganda Attempts to
define the two terms lies in the followingublic diplomacyis based on known facts, real, while
propagandais based on a combination of counterfeits withttbe facts.

We could identify somepreconditions for the emergence of public diplomadyr
governments and the scientific community:

. spread of democratic political regimes is charaterby continued pressure on political
society, transforming the legitimacy of governmpalicies in a key internal stability;
. growing role of multilateral framework in solvingternational problems determines the

importance of persuading public opinion from othesuntries of the need to mobilize
international coalitions;
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. the establishment afformation technologies erallow rapid movement of information,
which led to the emergence of a transnational pupinion;
. globalization offers states the opportunity to cetepin order to attract foreign

investment, trade opportunities, skilled workforice order to ensure sustainable economic
growth.

. In this new conjuncture there isn’t a clear deltiwaof internal policy subjects from the
external once, since, for example, the politicadisrin a country can destabilize the international
situation.

In this contextpublic diplomacyhas become an indispensable component of thegforei
policy of states, but also a topic on the agendatefnational organizations. In public discourse,
the reference tthe struggle for hearts and minds encountered before, largely in British and
American newspapers [Nicholas J. Cull, 2010]. Faanaple, in the London newspaper called
Times in January 1856 the term ‘ggublic diplomacy" was used to refer to the need to change
the discourse of American President Franklin Pi¢ogeards Britain. During World War |, with
reference to public diplomacy was used the tespeh diplomacy, particularly in the context of
the vision expressed by Woodrow Wilson on the ma&onal system.

Unlike official diplomacy, which could be described as the way in which estat
communicate with each other at different levelshlic diplomacyfocuses on how governments
(or international organizations such as the UnNdions), deliberately, through both officials
and private persons or institutions communicaté witizens of other states [Guceac, Porcescu,
2010]. The latter has a transparent character mwlvies a large number of players gathered
around a common set an interest, opposed to dffttomacy, which is promoted by the
relevant institutions. Although, as you know, tlmmenunicating with state company, which is
accredited, it has always been a prerogative oflihlemats.

A precondition for carrying out aaffective public diplomacys the attractiveness of
ideas and values promoted by a state within its soamety. At present, most of the ideas about a
country assimilated by foreign audiences are rdlate areas that cannot be under the strict
supervision of state institutions - books, TV pmgs, films, national connotation products etc.
In this case, the governments can only identify svéyr positive messages, to reach target
groups, although experience of government prograntisis regard demonstrates many failures
(e.g. information campaigns aimed at countrieh@Nliddle East).

Originally, the term’'public diplomacy" has been useds an antonym of propaganda
While propagandais usually perceived as something evgublic diplomacy is based on the
principle of "truthfulness”, formulated by the foemdirector of the US Agency for News,
Edward Murrow, as follows:The truth is most good propaganda and lies - tresatgst evil. To
be credible, we must be honest. "
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What it isn’t public diplomacy

For a better understanding of the conceppuilic diplomacy it is importantto define
what public diplomacy is npby highlighting differences from two concepts lwiwhich it is
often confused, namefyropagandaandpublic relations

The Merriam-Webster dictionary definepropaganda as disseminating news,
information or rumors with the aim to help or ha@an institution, cause, or persoAnother
definition on the same dictionary is thmbpagandarepresents ideas, facts or allegations issued
deliberately to help the transmitter cause or t@jpdice a case aparDifferences between
propaganda and public diplomackes primarily from the intrinsic need of publigptbmacy
credibility and so the need to disseminating (&sdtiginally role) information with highly truth
indeed and with the function of listening and urstinding attributed to public diplomacy later,
function that is missing from propaganda.

Many researcherdistinguish between public diplomacy and propagarused on the
premise thapropagandaby definitionmeans deception and manipulatidhawyers" of public
diplomacy argue that the most successful is toteragbond of trust between governments and
nations through honest and open communication, doase the foreign policy objectives.

It is irrefutable thathe dialogueis also an important component of public diplomacy
This dialogue should not be perceived in one whys ialso essential to understand how the
message is interpreted by various companies [darBli Manheim, 2004]. It is important to
emphasize thathe difference between propaganda, public diplomacyl psychological
operationsis diluted with advancing a crisis (i.e., in terofsmilitary action between the three
"instruments” there is almost no differencéhus, depending on the situation, or public
diplomacy can be perceived as a means of propagang@opaganda can become a means of
public diplomacy.

Public relationsof the foreign ministries, although using the sanmeans and techniques
like public diplomacy, represent a communicatiathvhe citizens of the country transmitters in
order to help in the understanding and interpretatof the outside world from a national
perspective and to increase exposure of the irtienad role of the respective country and its
diplomatic service. The key difference here refersthe target audience of the exercise of
communication, the public diplomacy being orienitedoncept and definition by conviction and
by hearing of external public. However, due to @ased exposure of the media, the emergence
of 24 hours cycles news, the Internet and othemgoof revolution in communication lately,
target audience of the two exercises have beglostoits degree of ranks, domestic audiences
becoming exposed to and influenced by official camioations with external audiences, and
vice versa.

Former US ambassador to Syria and Algeria, seadwerser to the State Department of
Public Diplomacy, Christopher Ross, has identifeelen 'pillars’ or principles of public
diplomacy[Christopher Ross, 2003].
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1. Ensure understanding of foreign policy audieimcéhe form that it is in reality, and not as
others say or thinkMlamxynura Osnbra,2006];

2. The need for policy explaining, demonstrating arstifying the rationality of its fundamental
values;

3. Submission of consistent calls, truthful andviocing the international community;

4. Ability to adapt calls to the target audiencbpgae constituents are constantly studied,;

5. Carrying out activities not only on narrow targegments, but also through mass media print
and broadcast aimed at the broad masses;

6. Cooperation with various partners to include mepresentatives of the target audience;

7. Communication and active international exchapmggrams.

National policies in the domain of public diplomacy

There are opinions théhe modern history of American public diplomdmgan during
the First World War, when the US government credted Committee on Public Information
(known as Creep Committee) to ensure public sudpottS entering in the war and to inform
abroad about US efforts undertaken in support ofatzacy.

In 1948, American Congress passed the American &cthe informational and
educational exchange as a legal basis for US for@gnmunication [Public Law 80-402 Smith-
Mundt., 2004]. Is worth mentioning that throughstdocument was introduced the prohibition to
disseminate the programs of public diplomacy witthie country. It also stipulated that the
prepared material for international broadcast bexsoavailable for local distribution only during
the 12 years after initial creation or disseminafiévan H. Potter, 2005].

After the Cold War, the US has spread opinion tmablic diplomacy is no longer
necessary because the USSR, the main threat anobjbet of this activity has disappeared.
In 2000, the administration of President GeorgeBt¥sh not only has allocated new resources
for public diplomacy, but significantly expandedetktaff involved in this process. After the
terrorist attacks of 11 September 2001, officimlsNashington have recast the foundations of
American public diplomacy.

In the early 2000s, research has shown that Brtais associated by public opinion in
many countries with some old outdated featurespantry in decline, traditionalist, racist,
imperial hue. In 2002, the British government oceeatthe Public Diplomacy Strategy
Management Board in order to coordinate governraetiity in communication with the public
abroad. Council approved a strategy in this arsadan two concepts: dynamic and principled
tradition and professionals [Mark Leonard, Andremvel, Martin Rose, 2005].

The EU accession process has led candidate cesinitrirethink their external image,
while efforts are needed to convince their socsete the need to adopt European standards and
fairness of the course taken. In the 2000-2004ogderihe countries of Central and Eastern
Europe have applied mechanisms of public diplomagarallel with negotiating EU accession
treaties.
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Ministry of Foreign Affairs of Poland conceived this respect public diplomacy as all
efforts of the state directed in order to influepecslic opinion abroad. The main actor of this is
the government of a country and the container eéssibciety of another country. Thysyblic
diplomacyis designedo complement formal diplomady 2000, Poland launched its first public
diplomacy campaign in order to influence the opinad leaders and policy makers from the EU
member states.[Beata Ociepka and Marta Rzniejsk&)]2The campaign was anticipated by
analyzing the public perception about Poland andspm countries with the greatest influence
on the future accession negotiation process, Isat @h Poland's position in the post-accession.
Polish Framework Program, launched as a resulte li@fined two target groups: companies
from the countries of "old" Europe - to supportd&l's EU accession, and that a referendum
vote for enlargement; the second group are opifeaders and officials in those states which
depended directly of accession. Thus, since in d&atiominates the stereotype of Polish
underdeveloped agriculture, French officials angrpalists in this country are presented in the
visits namely achievements in this area. The sdrategy was applied with other delegates, too:
representatives of Austria and Germany were demaditgd achievements in the labor market
and migration; to Sweden were demonstrating effiartsurb pollution, etc. [Zorzoliu R, Gurgu
E, 2015].

Of course, the results of activities related tdlmudiplomacy will never be known or
anticipated to the end, because they depend orediug factors or some unforeseen
international events. It is widely believed, thatadl and medium-sized states require a well-
founded public diplomacy, since the perception abtirto these is characterized by a lack of
information or the existence of preconceived stgyses. Usually these countries enter into
international information flow only to the outbreakcrises or catastrophes. If the case of large
states, such as the US or Chipablic diplomacyis aimed at changing its image in the societies
of other countries, for the smallest ones - to wagthe attention of international public opinion.

Conclusion

In conclusiontoday's public diplomacys one of the most important concepts of political
communicatiorjGeoffrey Allen Pigman, 2010].

We note thatthe literature about public diplomacyas written either by experts in
diplomatic history [Jonsson C., Hall M ., 2005] oy practitioners of diplomacy. Both of them
are attracted to the particular individual expergernor sequence of events, instead of a
generalization effort. The works of diplomacy prgahers have rather a prescriptive character ,
being dedicated to identifying best practices amdlysis of some contexts that a future
practitioner will be able to recognize in his woBometimes just to this kind of work was placed
the label diplomatic theory although the authors emphasize, almost alwayheaaliscontinuity
and change, on the way the world has changed betiuedime they started their careers and the
moment when they've done to it [Jonsson C., Hall2003]. But this rich literature is the very
foundation on which to build a theory of diplomatlgrough its connection with international
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relations theories. Of course, just as importarthés crystallization of a theory about different
eras of diplomacy history that allows us to extrasimilarities and differences.

An explanation, but not an excuse, of disconnadbetween diplomacy and international
relations theories we find in the way it is concgized in international system, based on
autonomous constituent entities (states).

International Relations Theory looks ahead "bottget on the global political space, in
which the society emerge from a natural posturethed it is theorized the way in which these
companies interact between them [Janice Thomsd@%j]20

The state is the hierarchical political space ratt@rized by functional differentiation
and specialization. On the other hand, the anablitical space is populated with states and is
characterized by the need for self-help, while #tate has two tools: military force and
diplomacy. Thereforethe nature of diplomacy is a tool that can be use@ quasi-vacuum
space, governed by laws as "balance of power" elf-lselp".

Building blocks of a theory about diplomacy will st of processes that allow
diplomacy to fulfill the role. The study on impaaftthe Knowledge Society upon diplomacy will
return to study of the the impact on these procesBespite the role that the Ministries of
Foreign Affairs continues to play in developingaetnendations and implementation of foreign
policies, their authority was diminished considéyabn relation to other ministries.

Academic field of international communication aglkes the issue of information flows
that are crossing the national border of the statelsexamines how the international system tries
to regulate the development of communications stftecture, and information flows.
Traditionally, means of communication were usedidgders to achieve political and military
objectives. But in the twentieth century, the insgronal communication actors from the private
sector have begun to play an increasingly importate, which led to the destruction of
governments monopoly on communication systems. ejuently, technological development
has created the conditions for the emergence ofew Bocial forces in international
communicationtransnational civil society

It is the result of the fact that, in Western esa&nd in international institutions that are
strongly connected, such as: the European Unionld/Bank, WTO and OECD, have reached a
consensus on the scenario that will have in theréuaninformational SocietyThe evolution is
catalyzed by developing national and global infdiorainfrastructure, designed as a broadband
transmission network through which large amountsesiices and applications are offered in
digital format, allowing alternative services waklde. In this scenario, large monopolistic state-
owned companies will be unable to collect the hregources needed and will not be flexible
enough to manage the benefits of changing techiesog

Most states have seen in communications marketdiization and in an effective
competition on national level a precondition foe tthevelopment of information infrastructures,
while only France, Japan and South Korea were deresi state involvement in the development
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of optical network. What about applications andvess there was a perfect consensus:
governments can serve only as a facilitator. [OECI®7].

The consequence has been the emergence of nesvdfypestitutional actors. The ability
to connect individuals and organizations at lorgjafices, but who share interests, values, goals
or common positions, led to bringing them into &, have begun to play a significant role in
international relations. Of course, many of themehhad a short existence, but in some cases,
practical effects remained (e.g. campaign to bairpgnsonnel mines).

The tool that states have at their disposal touerfice the behavior of states nonstate
actors is public diplomacy Of course, public diplomacy can be seen as anugwal of
propaganda or psychological warfare during the WaMars, the Cold War and the War on
Terror, a view shared especially in Anglo-Saxoncep®ut there is another genealogy of public
diplomacy, in which it is part of the new diplomaafyKnowledge Society.

We can say thaiublic diplomacybegan its existence during the First World Warewh
the US government created the Committee on Putiecrhation, designed to develop support to
the country entered the war by public opinion ie tdnited States, but also to inform and
influence foreign audiences about the US militafforeé to achieve democratic goals. The
emergence of public diplomacy coincided with thelegive growth of modern mass media
(cinema, radio, television, etc.) and reached mati with World War 1l and the Cold War.
These phenomena have led to the one of the mosiriamh research topics in communication
studies.

Public diplomacy includes government programs in the fields of ealtuscience,
education and information of citizens and the pthn of programs used to promote a
country's national interest by informing and inthaeng foreign audience8ut public diplomacy
requires more than that, regarding what we previpuslled the "soft'power.Unlike classical
diplomacy, defined as the instrument by which headsstate or by the government
communicated at the highest levels, public diployfacuses on ways in which a country (or a
multilateral organization like the United Nationg¢ting consciously or unconsciously, by
individuals or institutions through formal or infoal, direct communication with the citizens of
another countryBut like classical diplomacy, public diplomacy as®s that dialogue, rather
than a presentation with advertising, it is essantto achieve foreign policy goals.

Therefore, to be effective, communication shoutdbp-directional, involving not only
shaping messages that country transmits abroadarzalgisis of how the message is interpreted
by different companies and develop tools for lisign and  persuasion.
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Abstract

The reason/motivation for addressing issues relaiedthe Black Sea region is
multifaceted and requires adequate explanationsclwhwill be refereed to here from
Romania’s perspective as, a Black Sea area coumtrgeography, historical background,
cultural and social characteristics, is the bridgé economic and cultural changes, peace
stability and military safety. Its economy and stard of life is sensible to the various factors
and trends originating in the region. This papemaito offer new perspectives in sustaining
the idea of a valuable contribution of whom/whatreg regional stability.

Keywords. Black Sea Region; stability; sound/sustainable tigraent
JEL classification: 001, O03, O05

Positioning the Black Sea Region

The region we introduce for discussion can betifled in the Eastern part of the
European continent highlighted around the Black [&esn.

There are to distinct subgroups within the regiarkad with different colour patterns
in the figure below.

The first one grouping Romania, Bulgaria, Turkeym&nia and Georgia in the
Southern half (in green) and the second one withdMa@, Ukraine, Russia and Azerbaijan in
the Northern half (in yellow).

The Black Sea Region stands at the Eastern exyreing politically strong, culturally
rich and economically developed core, the Europdaion.

The Black Sea Region developed throughout thedyistiothe crossroads of continents
Europe and Asia, and exists today half way betveeseral important business locations such
as the wealthy nations of Europe, the resourcedatdle East and old traditional Central
Asia.
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Figureno.l. Geo-political localisation of the Black Sea Region
Source: own made figure

Historically and geographically, Romania was alwat/she core of this space and its
cultural heritage contains multiple bridging elernsenorrowed somehow from and reflecting
its geographical pattern.

The region holds a particular importance in thageed and business sustainability of
both Romania and European Union. Therefore, thekBli&ea Region requires specific
attention and research from the part of analysistofians, politicians as the European
Union’s economic influence cannot strengthen witrsanultaneously affecting that influence
zone of the Russian Federation. The present Stuaicreases the general preoccupation for
the concept otonflict of interesf{Luce and Raiffa, 1957] because most market intenas
are consistent withon-zero-sunscenarios, meaning that participants have incesti@ work
together and to try to limit each other’s losselke Terivate of this idea could refresh the
classical hypotheses as new scenarios such aswwcted in complete information, meaning
that the participants know their payoffs and sgi@e as well as those of their counterparts; »
fully cooperative or fully non-cooperative; * sireplealistic game represented in their normal
form [Harsanyi, 1986].

The multiple facetted sides of business cooperation and competition insidethe
Black Sea Region

Strengthening business operations across the @dgbmrders can create important
incentives for long-term cooperation and represergafeguard against multiple forms of
interstate conflict.

While the relation between international trade asH of interstate conflict has been
addressed by multiple studies with mixed resulterd is a consensus on the matter that the
two elements are connected.
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This way, the competition will connect to the lomgm evolution of markets
[Harsanyi, 1986]
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Figureno. 2: Countrieswith accessto the Black Sea
Source: own made figure

Cooperation or competitive outcomese justified by appealing to the natural
selection of the behaviour that is more[Buffy et al, 2011]. When determining the factors
leading to sound development in a particular regitwe positioning relative to advanced
economies and technologically-superior states tuntashighly significant.

Regions with agglomerations of strong economiesallysuepresent thexternality
arenas where long-term development and investment in rteldgy can be transferred
between members and vyield economic advantages rfigarg Schubert, 2005]. The
characteristics inherent in such scenarios andntie factors at work might pin point certain
pre-existing or newly-assembled conditions thatld¢due the prerequisites for future growth
in peripheral regions.

While starting at a distinct disadvantage in temhsnfrastructure, technology and
know-how, periphery states had to have certainbates that allowed for fast growth and
typically more sustainable development than théesies they were originally modelled on.

The region’s economy and life catch the marks efriighbouring states’ decisions
and ambitions, formulated and adopted in specifidats that can predict various geopolitical
scenarios. The more volatile the global economigirenment is, the higher the risk of
contagion ushered in by the forces of globalizatid&¢¢ a consequence, the business
environment necessitates coping with the surrowgsduersatility and the companies carefully
watch the big picture linked to competitive actassiners and investors, clients, suppliers,
laws and regulations, technological change, palitiactors, economic trends, social and
behavioural aspect [Business Dictionary]. The macooomic analysis relies on business
conditions on all levels and tracks, the exteraatdrs interfering with business operations
and decisions [Kew, Stredwick, 2005].

The ways the changes are predicted rely on theigpahthorities and international
entities understanding and recognition recognisetlautlined under different surveys, such
as: The World Business Environment Survey (Worlchi§aand the Business Environment
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and Enterprise Performance Survey (EBRD) highligiet importance of taking apart, and
forecasting fluctuations in international businessditions. For such purposes, outstanding
classification tools are used, such as: a) PESTitigab, economic, social, technological
sources), b) PESTLE — as an extended version iadliteconomic, social, technological,
legal, ethical sources) and c¢) STEEPLE method #&ociechnological, economic,
environmental, political, legal and ethical soujces assess identify and understand the
impact of factors that come into play [WB and Ewap Bank for Reconstruction and
Development (EBRD) surveys].

Some elements are crucial as they contribute Atenfingthe area state of the art
such as:

- The political systemwhile the authoritarian leadership significantyd directly
influences the market, the democracies guaranteera transparent, gradual and mediated
form of intervention, with particular direction e€onomic and social development;

- The corruption sizelt can distort the construction and applicatidngood policies,
the distribution of resources, the encouragemenpasficular economic entities and the
overall efficiency of the market processes.

- The recognition and acceptance of the regionalatmlation as a prerequisite for
tackling environmental and security matters [Ci@@07].

There are additional elements to consider for rgegidphery development with strong
and reliable inputs and they are present in thelB&ea area.

Following the centrally controlled markets collapsehe early nineties, the countries
surrounding the Black Sea basin found themselvegagad in serious and sustained
diplomatic, cultural and business relations in the&rnational arena. Among the most
important contacts created by those nations ardifilematic and economic cooperation with
the European Union.

Thus, the degree of anxiety regarding the Russiaid& conflict is extremely high
both in Georgia and Moldova. With all American d&faropean eyes on that struggle, the area
needs both a peaceful and proactive attitude iteptiog also Georgia and Moldova from any
external intimidations. The crisis in Ukraine woudd better solved away from any military
solution and the involved parties should avoid sieps that could lead to a new escalation of
the situation. While countries such as the Russiaderation and Turkey have acquired
peculiar, touchy relations with the Western Europeations, others, such as Romania and
Bulgaria, made full integration the cornerstonéhair future and foreign policy.

Besides this, an important element considered agremequisite for periphery
development is the technological spill over, tha be generated indirectly by the operations
of companies on the market or directly through #wtion of spill over agents such as
employees, researchers and well-informed indivelw@ho migrate from one company to
another or across different markets. Operating raieg to the principle of a free and open
market, the countries in the Black Sea Region lmeen and continue to be exposed to spill
over effects from the activities of more experighaad technologically advanced companies.
Numerous multinational companies have been attidotéhe region for particular reasons:

» expanding parts of their production and distiifru facilities into the countries of
Eastern Europe and the Black Sea Region,

« splay their national activity to use the lesstigosternational labour,
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* benefit of lax regulations and widespread opesh@$oreign investment.

While the income distribution and the wealth gaghwi countries has become a
serious and complex challenge, there were overwhglsigns that technological pullovers
had a positive effect in reducing the discrepantycapabilities and principles between
Western nations and those in the extended Blaclk&gaon.

The challenges of the peaceful signs of development

Since its exit from the Soviet Union, Ukraine hasuggled with inflation,
experiencing hyperinflation, identified with therstig dependency on Russian imports.
However, after gaining independence, the countiyeegnced the national advantage of
technology, expressed in a greater number of patepplications by residents and non-
residents that became over 2700 in 2015.

Moldova also encountered major stumbling blocksiterpath to democracy and an
open market. The most significant drawback follayvine Soviet collapse was represented by
the rise in ethnic tensions which led to a prol@hged indecisive conflict in the region of
Transnistria. Moldova has remained one of the @ioEuropean nations dependent on
Russian energy and on the financial packages ragdtiwith the European Union and
International Monitoring Fund. However, in pacelwitther countries in the region, Moldova
has stepped up its engagement with internatiorgarozations. While shifting its orientation
to the West, most decisively by participating itksato increase its cooperation with the EU
and NATO, Moldova has become increasingly vulneraiol economic pressure from the
Russian Federation or indirectly from the lattgpglicy towards Ukraine. Currently, the
Moldovan market has regained its positive trend tedforeign direct investment has been
improving in the last decade.

Social factors pose both opportunities and thréatghe business environment, as
they provide customers and workforce in paralletl aoncurrently increase the risk of
instability and ethnic conflicts caused by the 3n@llion of Moldovans or Romanians
(78.2%), Ukrainians (8.4%), Russians (5.8%), Gagé&z%) and Bulgarians (1.9%).
Disputes between ethnic Moldovans and Slavs haeetti disrupted economic activities in
the region of Transnistria and indirectly affectbd market as a whole.

The technological factors are important if companieperating in the local
environment desire to remain efficient and competibn an increasingly global market. In
terms of legal and ethical aspects the businessoemvent is plagued by a rather bureaucratic
and corrupt system which ranks 94th on the Tramsmgr International 2014 Corruption
Index, with a score of 36 out of 100 [Transpareimtgrnational Corruption Index, 2014].

Russia occupies a significant position on the mdagonal scene by means of its
energy exporter status, military capabilities, ewuit potential, and technological and
engineering renaissance, with the country beingy \amstive in aerospace research and
development.

Political factors have far-reaching effects on Bwgssian business environment with
decisions in Moscow affecting the operations of panies in all fields of activity. Despite
the fact that important steps have been taken &m dpe economy, state decisions have a
heavy toll on the policies of the private sectotAGNorld Fact book]. Russia remains a
complex and important role in the Black Sea RedMiorld of exports], influencing the
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business environment in other countries and gengraboth threats and reassurance
depending on the context.

European Union and China remain the two importaestidations for Russian
international exchanges [IMF and WB Statistics]e Tountry has become the world’s largest
producer of oil and the second largest produceigad. However, other than the clear
advantages generated by this situation, risks sankee identified for the Russian economy,
as these types of exports are very susceptibleottdvirends, their prices rising and falling
based on fluctuations in the economies of othepresg The imports statistics show Germany
as the main European partner for Russian compéatites China).

Russia and China have a long history together énfitlld of economic cooperation.
The business environment is influenced by sociatofa too - a large and declining
population of 142.5 million that is unevenly dibtrited territorially, increased strain on future
policies and ethnic, religious and cultural disenegies between regions which can generate
dormant or active conflicts. The legal and ethitadtors remain a bottleneck for many
Russian business operations, as the country c@sitaube subject to a highly bureaucratic
system that is distorted by corruption and staterierence in private affairs. The nation is
ranked 13% on the Transparency International 2014 Corruplioiex with a score of 32/100.
The top export destinations of Russia are [httileganedia.mit.edu/en/profile/country/ris/
the Netherlands ($41.8B), China ($37.3B), Germa®809(5B), Italy ($26.5B) and Areas
($25.2B).

The latest conflict in the region, a short but mse conflagration between Russia and
Georgia, highlighted the necessity for more diatgind regional cooperation and the high
country risks that businesses must deal with ireiotd operate in this geographical location.

As the geopolitical literature indicates, diversaoy measures are often used to distract
attention from internal drawbacks. There are argumsuggesting that the former soviet
republics in the Black Sea region are a key elenmetite Russian Federation’s foreign policy
as they provide the necessary instruments througbhwthe latter constructs its image and
balances its relations with Western Europe andJihieed States [Filipov, 2009]. If this trend
persists, with small local participants being drawto the economic ambitions and power
play of larger neighbours, complete regional indtign and mutually advantageous
collaboration will be obstructed.

The Turkish increasing involvement in the regioe tbng-term cooperation would
rather switch in collective collaboration. The ialtefforts to establish a collective European
entity were made in order to create long-term itiges for cooperation between former
enemies with historically diverging interests. Frtmns perspective, the Black Sea area can be
seen as a result of European greater participatiothe region’s economic, cultural and
political activities especially if Turkey makes st#nding progress in its integration into
Europe, the actions of Romania and Bulgaria cousgvery important.

While Romania has no on-going disputes with any bemof the extended Black Sea
region, a special consideration should be giverotmtries that emerge in (Conflict, Conflict)
or (Trade, Conflict) according to the game theoschanism. Thus, increased caution should
be given to the prospect of expanding operationdki@ine, Moldova, Armenia, Azerbaijan
and Georgia.
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For the countries of the extended Black Sea regioassessment can be made based
on the implications of corruption and market size.
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Graphic 1.Thecorruption index in the Black Sea region countriesfor 2012-2014
Source: developed inside a doctoral research asetlan data provided by Transparency International,
available at http://www.transparency.org/cpi201guites

The Black Sea Region has to become an outstandanigetwhere numerous political
influences, business operations and economic temeleconverge. The extended Black Sea
area is viewed as a collection of different andstiyoheterogeneous markets, that can be
brought together to represent the South-Easteighbheurhood of the European Union. The
historical background of the countries in this gapéical area has ensured the existence of a
particular environment characterized by generalrab$ of neighbours and fear of foreign
intervention. The cultural elements, social chamastics, economic and business
performances as well as the political direction8edisignificantly from one country to
another. Furthermore, in multiple instances, factwhich generate instability and mutual
distrust among neighbours can be identified, suchha Transnistria, Nagorno-Karabakh,
Chechnya and Ossetia conflicts which in activeatert forms continue to play a crucial role
in the regional economic relations.

The security related volatility of the region hdagacted special attention throughout
the research, due to the fact that businessesghly Isusceptible to country risks when they
operate in such conditions, This analysis was miadader to understand the dynamics of
international economic interactions the basis fevaloping comprehensive models which
could help predict political outcomes based onmess incentives

Western democracies, just emerging from differemgis; with a level of growing
dissatisfaction of the medium class, populist mosets that threatened parties, have a lot of
work to do with regard to the new elements blossgnin the region one of them being the
Muslims’ migration towards Europe. Even if the mthhirough Romania is not frequented yet,
this will not be an explanation for the future deysnent.

Conclusions

From such specific actions we can deduce that thigetl States and the European
Union will stay prepared but will not intervene nalily to stop the actions of revisionist
Russia. However, if Russia negotiations with USArkBy, and Syria with regard at the
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Muslims accentuated migration to the Europe, a mmategic configuration has to be

considered in the area, which can go towards tbation a larger custom union with Russia-
Kazakhstan-Belarus-Moldova that will not excludéestpolitical agreements headquartered
in Moscow

The West is aware in this case, that damage wifirbater than the benefits, which is
why even today a direct economic or political siggtof the region it is not seriously set. The
Black Sea Region influence will expand and influeaclarger area going to Greece and the
military basis of Mediterranean.

What will be the ways remaining for the West toktadhis region and settle a sound
strategy of economic development and security endftea? It is possible that new types of
challenges would somewhat be identified to satisé/ representative pillars of peace in this
region. All these will last until the establishmeofta new balance of power. History will
show the dynamics between unipolar, bipolar or ipoilar.
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Abstract

Global development is not only a strategy, a pcagtor a process. It is also a
perception linked to mental constructs and desitdesra place to reinvent living and doing
business. No matter the topic of it — social, eooigp environmental, the single approach will
never be enough.

Changes in global development issue aggressiveleciggds of competition and
uncertainty for market, society and individualsadbcal level which impact more widely than
expected described by complex systems science dbutterfly flapping” effect influencing
development in all its dimensions. The change caa@msy with opportunities, risks and
challenges, which influence both life and work.

In the present paper, we combat the myth of “noiadiopolicy and sustain the
recovery of the fundamental values by exploring approaches to the relationship between
governments, markets, society and environment.

Keywords. global development; change; competition; moderniesjt smart
transportation
JEL Classification: 005, 0012

Introduction

The actual perception about globalization widedgards it as an irreversible and
developing affair from a western tale to a univeesgerience.

The emerging BRICS countrfepowers are on their way to tremendously increase
contribution in terms of labour force, applied nehnologies and even a new vision of life
issued from both Western and eastern ancient epsss.

There are powers still questioning about the weg fragile democracies based on
billions of underpaid hard-workers can challengedtatus quoof the Western life style and
thinking patterns.

One of them is the Market.

! Brazil, Russia, India, China, South Africa
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No matter the political decision, the markets ehtssmerge globally [Cretoiu, 2014];
therefore the consumer becomes global [Gardan, gee@015].
But how is the global consumer’s thinking like? &Vhfe values is he sharing?

Can Human Rationalism Survive Alone?

Today's world looks dominated by the Western dgtsehinking patterns.

Whether today biggest brands in the world spealuigpeople’s cay to refresh the
world orideas for lifethey are the expression of the Occidental valadsphilosophy.

They are the expression of the Western welfaré@alegm or welfare state models and
Western rationalism, although rationalism and ratlization have previously existed not
only in the modern West but in all great civilizats [Schkuchter, 1981].

Therefore this global rationgkedhas given birth to the actual glodalowledge tree
which offers to consumers its irresistible fruitse global brands.

Brand competitiveness has already become a bemkHhracorporations’ ability to
drive profits — the most common and rationale waagsess the value of the new economy
businesses [Bondrea et al, 2014].

Until now, the current accepted forms of the neen®my considered the economic
correlations - figures linked to GDP, the numbecaiputers and mobile phones number and
SO on.

People are now looking for more important ansviieised to fundamental questions,
about the quality and the value of their work afeld for example.

One the answers found, they will generate otheestipns and discover new
approaches of what the societal responsibility khbe and our awareness and engagement
should cover to sustain collective results andedéhe socio-economic efforts.

This comes within a new historical context of warkd life, where:

a) the switch towards a new dimension of the pedagtalised market may provide not only
profits but better general quality,

b) the provoked increasing of economic and soctahpetitiveness and ceaseless of the
financial crisis outline by the money transformatio

c) the current demographic conjuncture aggregdteshealth depreciation, in case that the
world command will remain in the same hands.

People are influenced besides multiple other fadby their environment conditions.
An inappropriate, hostile environment (noise, pidin, unbalance diet, disconnection from
the nature, etc.) will induce the development oprapriate defensive psychophysical
mechanisms.

As a result, building a better society could hlg psychophysical health to improve.

The mechanism will not be conditional anymore loé tattributes of age but the
positive stimulus will come from the satisfactionlite and work.

There are findings showing that the defensive sy of individuals was found
previously as a result of long-term effects of eowmental noise [lwata, 1980].
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Scheme no.1. The negative per ception of pollution against the psychophysical health

degradation
Source: lwata, O. (1980) in Kazi Saifuddin, Md. Zaklddin Arif, Md. Nazmul Ahsan Khan, (2009),
Psychophysical Health in relation with EnvironméiNaise Perception Working Paper, Gazipur, Bangiade

The persisting labour market vulnerabilities antbalances skills provided by the
today employees have prevented emerging counwidslly benefit from the international
dynamics.

The limits of the legal economy caused by bureamcrand lack of full
implementation of laws, methodologies and reguietillave been doubled by the strong
dynamics of the informal economy and its flexibthustment to change kept the developing
countries away from integration into the world rgezed economy.

Even more, the large informal economies kept thallsor emerging countries aside
the sound development through increased exportatiod high performance.

The underperformance of our society in regard tougion, lack of performance,
immature management and social stress are enoagbn®to consider the need for a change.

The business excellence and the high profits coot@nly from robbery and industry
dismantle; it can obtain if a fine analyse will lm®nsidered and the sound change
implemented.

The continuous run after competitiveness will degpenuch more on the ability of
various organizations and states to attract andeteelop highly adequately skilled labour
force. Employees will work with more satisfactidrtiey have access at an open program and
their work will be assessing objectively.
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Tableno. 1. Characteristics of the legal sector and informal circuit in the emerging

countries
Indicators Legal Economic Informal/Hidden Circuits| Needs to Changing the Feitu
Movements
IT Programs Capital Investment + Labour intensive Capital and labour intensive
intensive
Organisation Excessive Worthy of reliance but | Performing management
Bureaucratic archaic approach
Capital Handy Limited funds, limited | Legal placed investment
access
Labour and Prevailing limited Ample Competences &realistisessed
Regular Wages skills
Equipment Large quantity/ Few with the right Patterned equipment
Inappropriate use or | quality Externalisation
quality of goods
(sometimes)
Reuse of goods| Quite rare Often Often
Fixed costs Large Small Small
Price Fixed Negotiable Negotiable
Loans Institutional Personal, chosen Adequate institutional and private
institutions
Turnover Large /Excessive Small/Large per unit Large pétr un
/Expected Profit
Relations with | Cold, impersonal Trustful/personalised/djrTrustful/personalised/direct
customers ect
Advertency Large amounts/ Hidden Modern methods
Less creativity
Government Substantial Indirect existence Orientation towardstilateral
Aid sustaining
External Aid Orientation towards | Almost inexistent Orientation towards multilateral
multilateral sustaining
sustaining

Source: processed after Pacione, Urban GeograpBfoal Perspective p.478

The continuous run after competitiveness will degpenuch more on the ability of
various organizations and states to attract andeteelop highly adequately skilled labour
force. Employees will work with more satisfactidriiey have access at an open program and
their work will be assessing objectively.

States and organisation will be obliged to take eccount the traditional aspects of
living values, as they were and should be. The dumehtal values will shape the new world
and should become the roots of the new valueseofutiure world economy.

Statistics show that nowadays the individualsidéelare more and more important for
the economic development and the flourishing deataxactivity of local and international
entities.

Individuals’ beliefs and behaviours’ are the bottbne of gender equality recognition and
appreciation and the extent to which societies dowdnd govern effective political
management and organizations. Thus, the globaltroosaidentify the new localizations and
scores of societies given the cultural bi- dimensioonsidered: the role of traditional values
underlining the secular ones, while the survivdliga make spring the self-expression ones.
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The global economy depends now heavily on humaertise from cabinet staffers to
civil servants. Nongovernmental actors are becominge and more powerful and now they
influence policy making processes in all aspectsatial life and economy. Think-tanks,
regarded by many scholars as elite organizatioimgykable not only to influence but also to
formulate and envisage policies and strategiedadaglevel [Donald E. Abelson,2002], are
becoming more and more involved into shaping glabedctives. It has to be seen if they
would become policy instruments or they would eedie rational policy elites able to carry
global governance. Nevertheless the extent to whlichal governance can influence change
in a positive manner is fiercely debated. Couldbd transparent enough not to cover
corruption and dictatorship, wise enough not totavsocial and economic polarization and
furthermore social wars? The virtual landscapeoaidrrow is promising a new era in which
the human rationalism may no longer survive alahepuld need the human spirit aside,
together with its real values of which actual cgafation is so weak.

Analysing the Society as a complex living logistics

As an economic concept, logistics is more thaield fvidely connected to any sector
of economy and society - that transformed dramifiga the last years. Although this
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science is coming a long way from the past, thdcbak this activity stayed the same:
transport and delivery of objects, goods from seuocdestination. The special characteristic
of this domain that makes it special for the hurbaings and the economy advance is the
analogy with any organic material. The structurehe same, but the environment is so
dynamic that it determined to modulate accordingh® on-going transformations (climate
changes, human print and society evolution andtoamation).

The changes are not only about technologies aruulgiion. The changes are
connected to emerging countries borders, to fagwity and stable future. According to
HSBC Report the following vountries will grow ingHastest way: China, India, Philippines,
Egypt, Malaysia, Peru, Bangladesh, Algeria, Ukraivgetnam, Uzbekistan, Tanzania,
Kazakhstan, Ecuador, Ethiopia, Sri Lanka, Azeripaijfenya, Bolivia, Jordan, Uganda,
Ghana, Paraguay, Turkmenistan, Honduras, and Sdtlmauld be challenging to imagine
this transformation for the next 20-30 years.

In this respect, the latest projects presentetbNiworks award might give us a glance
in the future:

« Mobile Pack station is a concept consisting dd@bile Deviceand aPackage DevicelThe
latter organizes and sorts the RFID-tagged packaes mobile device is the servant and
provides the delivery service. It has four bumperd can use the tram transport system. At a
tram station the device disconnects from the @aild moves by itself into residential zones.
As the mobile parcel deposit and pick-up module jgark in parking zones, next to public
buildings, shopping centres or simply on the sidew@ermanent stations are not required. A
mobile solution also has less impact on the towmscahe client identifies himself by his
mobile phone, cylinder turns to get the right pagkan front, the cover opens and the client
can take his package out;

» Underground Distribution System (UD) System refershe use/ movement of subway
trains for delivering goods over the last mile bways terminals locations being outside the
city centre, they are accessible and may lead® tiaffic or parking problems. Equipped
with mobile robots, the cargo wagon may enable raat@ loading and unloading and the
packages can travel by with the train to the ridgstination where the robot unloads them.
Finally the customer goes to the nearest subwapsta pick up his delivery;

e The Multibarge Ship Atlas is a cargo ship abletramsport barges already loaded with
containers. The vessels have the bridge deck ipritvamity of the bow as they have to load
the barges from the stern. The Multibarge Ship lreacthe harbour and, under a fast
immersion, enables the loaded barges to slideensidrhe system is much quicker and the
project is more efficient than a traditional casiup;

» CargoGuard is a reusable packing system for loatkgtion on a palette. Its special feature
relies on the net electro-active polymers contieat tan expand by up to 380 % of its normal
size under voltage. After covering the load witlke tiet foil which has to be extended by a
voltage input, the net foil simply has to be fixeygl loops on the palette. After removing the
energy, the net foil shrinks to its normal sizesréby stabilizing the load on the palette. The
system enables the load to be secured againstithedpecial security codes preventing the
energy supply from being activated by using inadéegjdevices;

* The Urban Mole acts as a postal agent actingentsid city and deliver packages based on
sewers as alew-old infrastructure. The mole itself is a mobile undoél goods and
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merchandises, able to identify and use its on wajestination. Nevertheless, this is only the
techno-economic side of the future to come. Thetnmygortant one is linked to people, their
perceptions, beliefs, their awareness of working getting engaged into the deep and
revolutionary transformation of the mankind togetiwéh their cities. Therefore the mankind
should be addressed as the most important elenighé antelligent logistic network of the
future world.

The cities of tomorrow, if they decide to remamtbe world map of megacities, will
be obliged to handle the daily traffic by transfargtheir location and link them to the smart
logistics utilities accepting the intelligent modsl of connection for transit, connection,
transferrals, shipping, transportation, and exaatm.

At European level the new recommendations andesgfies are already settled on the
new roadmap of this future smart logistic policyheTforecast on the European Union triple
budget in the transportation sector, takes intcsictamation a new core network, defined to
provide personalised full trajectories and elimintite bottlenecks, and avoid any losses from
delays. Modern infrastructures with open accessetw transportation corridors will create
vivid clusters where all agents from the single keicountries will get better working results
and use more efficiently both resources and huragita. The smart logistics should be able
to use the so called urban moles in providing altssof services: cargo transportation,
international trade, military and emergency, mddimad paramedical, volunteering. The
access could be open via individual access auttatimin, personalised labels, prepaid codes,
institutional encapsulated chips. The systems shbelcertified to be used safely, in strictly
security, and comfortable handling of all logistisformation.

The material individual fingerprint is any onetbé& eight corners, so no extra code, no
print and no polluting chip has to be searched [wmsionmarketaward.com]. Work on such
researches is running but better solutions arekelteas potential alternatives to everyday
problems: pollution, traffic, environment and indival protection. This means that
individuals will become the core of any logisticssgms and, from this point of view has to
insight new treats to the daily living and workicgmfort.

Once accepted as valid, such solutions will crédaepremises to a durable social and
technological development that will enable humatietg growth and it will lead to the right
way.

The development of logistics by introducing th@@ept of intermodal transport which
involves connection and simultaneous use of sewgpak of transport has important position
benefits both environmental and economic; thisttave also important applications in other
departments and sectors of human life. Used irthigleities, the urban transport will undergo
important changes which will lead to winning em@eyg time - on their way to or from work
- that can be dedicated to education, health cadgeevention, entertainment.

The use of intermodal transport could be usefahenhealth care management system
too. Multi-modal terminal operators can ensure thatdelivery time of any medical load that
can be solved with alternative plans. The tramsié tclearly expressed by patients, medicines
and equipment, health monitoring along the routeadher advantages of combining medical
transport services. Also, "qualities” are the meduand the lack of traffic jams, but also
greatly reduced risk in the transport of highly @da®ed patients or highly sensitive transports
life human organs. Moleculised emergency departdogshospitals, medical care or pharm
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companies could become the perfect choice insidendtw path of modernisation of medical
market.

From the perspective of territorial approach amgreise of analysis and spatial
planning should target a clearly defined perimstedy, in order to establish objectives and
priorities for the territory. The limitation of therritory among the criteria detained are local
influences noticeable in consideration to a modeahi logistic structure and typology of
medical activities and incorporating them into #nehitecture socio-economic local designing
a ways necessary logistical and calculating ecoaampact through its integration into local
infrastructure existence, population structure.

As a first step it is necessary to identify theiae and poles that will be part of the
logistics network beyond the existing active empoye systems that sometime prove
themselves in operational. These poles should kdysed as a polycentric network,
considering the dramatic demographic changes ofrtbment, the future of the areas and
especially the sensitivities of the local populatiand their socio-economic and financial
portrays. Education and democracy are and wilhiggortant for the sustainable development;
but more important it will be the implement of nevodels to size the performances on how
productive each individual will be. We need also considerifgpw manythey will be
remaining in the countries of origin.

Tabel no. 2. Projectionsfor total GDP after The World in 2050H SBC Report

Central & Eastern | 2010-| 2020- | 2030- | 2040-
Europe 2020 | 2030 | 2040 | 2050
Belarus 5.2%| 4.3%| 3.9% 3.0%
Bosnia&Herzegovina 6.7% | 5.2% | 4.4% | 3.5%
Bulgaria 3.6%| 3.7%| 3.3%| 2.8%
Croatia 3.8%| 3.4%| 3.3% 2.8%
Cyprus 3.7%| 3.2%| 3.3% 2.9%
Czech Republic 46% 4.4% 3.6% 2.7%
Hungary 4.7%| 4.7%| 3.9% 3.2%
Latvia 48% | 4.2% | 3.8%| 2.9%
Lithuania 3.4%| 3.0%| 3.1%| 2.9%
Poland 3.3%| 3.2%| 3.1% 2.19
Romania 6.1% | 5.7% | 4.3% 3.5%
Russia 4.2%| 4.0%| 4.0% 3.3%
Serbia 6.5%| 5.9%| 5.1% 4.49
Slovak Republic 3.7% 3.3% 3.09 2.2%

Source: Karen Ward (2012) Economics, Global, 1Lidan2012

This way, the demographic burdens will switch imbalividual lucrativeness and
added value contribution. Population growth wilk lh@ enough to certify the stable growth.

Other foundations are necessary to create andesfss and develop the economy.
New projections will get closer to build new GDRdoasting if the indicator the income per
capita will be based on the economic infrastructanel the number of ‘capitas’ ; this
definitely will assure the change in working pogida. Over the next 40 years, all economies
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reach the optimal economic infrastructure. If untihow the governments assumptions
considered improving the underlying economic irthasture, implementing reform,
increasing education and remain friendly with theeighbours the scenario that we have in
mind could go beyond of this and create anothegera what economic infrastructure could
become, such as:

* GDP per capita,

» average years male schooling (education),

« life expectancy and fertility (average childqger person) - healthcare,

« rule of law and government consumption (legaé ©flsocio-market),

« democracy index (politics),

« inflation rate (finance).

Conclusions

It would be ideal if it would develop logisticsgtlorms located near intermodal major
hubs. From this perspective, a permanent and inmpgoeooperation with neighbouring
regional medical care sectors to be incorporatsidl@éthese logistic medical platforms can be
registered on the wish list for the proper develeptmof an intermodal transportation.
Another help could come from extensive integratmimedical customs services with
combined healthcare hubs to reduce the time tmperformalities. The first step has been
done when the decision of building a tunnel ringwe®n Budapest, Bratislava and Vienna
was taken. This one will speed not only the cargd passengers; this will improve the
people’s access to better conditions of health durdble treatment for society and citizens
benefit.

The obvious reason is to understand and use widymodal logistics as this relies
in larger possibilities of combining advantageoushalities specific to each system included
in the new logistics: the flexibility of transpotitan, the high speed of action of all actors
involved, the lower costs and superior speed joitedcommon sense and purpose of
efficiency of government, companies and patients.

Certain high-volatility investments could beconmpits of discussions and falls in
value if they exceed the amount invested. Otheutdadiscuss the position of some countries
with low conditions and degrees of education thay fmarely forecast the growth. However,
to recalibrate the growth and impact any modeltabisity, people and specialists should let
them surprised by the accuracy of the proposedatoiis and the simplicity of implementing
them.
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Introduction

Only few books of economy in the recent past ybanse had a similar effect on public
opinion as the work of Professor Thomas Pikettynfi®aris School of Economics, in which he
attempts to explain the dynamics of the last twotwges income inequality in developed
countries. Shortly after the release of the Englistsion, appeared excellent reviews from some
major economists like Robert Solow, Paul Krugmawbétt Shiller, all three Nobel Prize
winners, as we all know.

"It is the most important book of the century" concluded Esquire magazine, and Paul
Krugman, Nobel Prize winner for Economics, desdilieas"a volume really superb” and"an
extraordinary work [...] certainly the most economic important book of the year if not the
decade."

In turn, Martin Wolf, one of the most influentiakriters on economic issues worldwide,
says that the work of Piketty f&xtremely important” and Branko Milanovic, a former World
Bank economist, said it fone of the primary work of economic thought ".

The Piketty’s discover

Thetitle "Capital in the XXI century” alludes td'Capital” by Karl Marx. The book is a
work of highly detailed economic history that aitosdecipher the economic rules underpinning
the operation of Western societies. The book i®dams research conducted over the past ten
years by the French economist and address a sernsgue: inequality.

Piketty examined how Western societies have edalveecent centuries like income and
wealth (capital), providing an overview of the in@tjty of the Industrial Revolution until today.
Piketty defines capital (wealth) as all actionsneypand real estate owned by people.

Piketty defines capital (wealth) as majority ofsds, money and immovable property
owned by people. He said in his book that cap#alistributed more unequally than income (for
example, 5% of US households own a majority equaty)l Piketty's book studies the wealth
inequality in major Western economies over time.

Income inequality is a very debated theme in dgcieut the data collected by Piketty
shows that capital is even in a greater inequdlitythe US, 1% of the population owns 35% of
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all wealth, while in Europe the wealthiest 1% halobut 25% of the capital of the continent.
Both in the US and in Europe, 10% of the populatams more than half of the capital.
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Until the mid 20th century, wealth inequality was higher in Europe than in the United States.
Sources and series: see pikelty.pee.ens.iricapial21c.

Figure 1 Wealth inequality: Europe and the U.S., 1810-2010
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In the eighteenth century and nineteenth century, Western European companies had huge
record levels of inequality. Wealth far exceeded the national income being @atnated in the
hands of a few wealthy families located in the ugietum of social structures. Despite the fact
that industrialization has led to the gradual iasee of salaries of workers, this system was
maintained, inequality is reduced only after tworiowars and the Great Depression.

Destruction of property, inflation and high taxesulting from these crises have made
the wealth to fall significantly, this period is arfacterized by a relatively equal distribution of
wealth and incomeNow, though, Piketty argues that wealth begins to regain supremacy of
capital importance in modern economies reaching levels similar to those recorded before the
First World War.

Based on these historical data, Piketty enunciateteory of capital and inequality.
French economist says that wealth is growing faltan the growth rate of the economy
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(concept summarized in the phrase g", wherer is therate of return on capital, andg is the
growth rate).
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The rate of return to capital (after tax and capital losses) fell below the growth rate
during the twentieth century, and may again surpass it in the twenty-first century.

Sources and series: See piketty.pse.ens.fricapital2lc

Figure 2. AFTER-TAX RATE OF RETURN VS. GROWTH RATE
AT THE WORLD LEVEL, FROM ANTIQUITY UNTIL 2100

The data collected show that Pikedtythe growth rate is on average 5%, but in the past
decades it was below this levBecause the return on capital is higher, the already rich wealth
grows faster than the economy of a country. So, since r> g, the rich will become richer, and
inequality will increase.

As you can see in the chart above, the only exaeptas the period between World War
| and 70s. Data collected by Piketty shows thatngday of the middle class was but a fleeting
moment, due largely inherited wealth destructioh \{@r), inflation, nationalization and
progressive taxation policiedlow, note Piketty, companies recreates the world " patrimonial
capitalism" in which dominates the rich heritage, as at the end of the nineteenth century.

Empirical data collected made the economist tevdrdirm conclusion in the absence of
intervention, market economies will always falldra dangerous cycle in which existing wealth
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will increase in value much faster than wages abelss For this reason, the standard of living of
all people who are not rich will stagnate and estedline will enter a phenomenon that Piketty
describes with the phraSeast devours future."

Piketty argues that there is nothing to preventumahtgradual concentration of wealth.
This can be prevented either by rapid economic trawhich may be due to technological
progress or population growth) or as a result atestintervention. For this reason, Piketty
concludes that governments around the world cavepteemphasizing inequality by imposing a
global tax on capital.

Piketty's arguments

Piketty classified mechanisms that determine §reanhics of wealth distribution in two
major categories of forcemnverging and diverging forces. The first category tends toward a
higher distribution of compressed assets, whergyeme owns a piece of the wealth of a
country, while the second category creates a digidn more unequal, where most of the
population do not have anything, and a small hasidshalmost all the capital in the economy.
Piketty forces are converging identified on thepdision of information and skills and
investment in education. A clear example of thisthie phenomenon of catching up when
developing countries adopt production methods actrnologies from advanced countries and
grow more quickly than if it had to develop thesehnologies on their own. It's important to
remember that although education and technology mma source of inequality between
countries decline, they can exacerbate inequalithinv a single country, if education is
accessible to all social strata.

The main argument of the book is in the foreground force diverging relationship
between the rate of return on capital (denoted by r) and the rate of income growth and
production (denoted by g). Whenr> g, capital grows faster than the rest of the econamy
capital accumulation previous become very importéfiten capital is very profitable, those who
inherited great fortunes should save a relativalglsproportion of wealth at a rate ofpercent
per year to achieve a consistent income. On therolland, those whose incomes are
predominantly salary and inheritances will not smeenue increasing by percent per year. If
the difference between andg is very high, wealth heirs may come to dominate Wealth
accumulated by employees and heirs descendantslowilnate net wealth accumulated wealth
of descendants employees.

This dynamic will lead shortly to a situation irhieh inherited wealth will dominate the
wealth obtained from work. In this case, a reldyiv@amnall number of people have control of a
large share of capital, which, in the words of Rikemay be incompatible with the values of a
meritocratic society.

Piketty talks about the impact of extreme eventthe period 1910-1950, which led to a
decrease in inequality in developed countries. e World Wars and the Great Depression,
with the policies of the governments' 40s led tdegrease in capital stock. In other words,
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geopolitical and military realities had a large rghan the economic changes in the first half of
the 20th century.

The author also attributes much of the increaseaqguality from 80s until the present to
economic policies of the 80s, including significaletcreases of marginal taxes and deregulation
of financial markets. For example, in the Unitecht&, the highest marginal income tax
decreased from 70% in 1978 to just below 30% in81¥it then remain around 35-40% until
today (see chart below).

U5 Top Marginal Tax Rate (Federal individoal incoms Tax)
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Figure 3: US To

From my point of view, one of the most interestamgrts from the book of Piketty is the
chart that follows. In this chart, you can see hawy the proportion of income held by the
richest 1% of US citizens. You can clearly seedfiects of the Great Depression, when many
investors lost fortunes on the stock exchange, thereffects of the Second World War and all
tax increases. After the wave of deregulation axdcuts of the 80s, we see that the proportion
begins to grow again.
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Figure 4 : Top Income Shares, United States, 1913P2
Source: http://blog.econacademia.net

CEPR Research Institute added the most importaariges in government policy in this
chart below. It's refreshing to see a review tlakes$ into account not only the predictions of
mathematical models, but also events that are exessarily related to the economic sphere:
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Flgure 5: Income Share of the Top 1 Percent 19121?12 (annotated)
Sourcehttp://blog.econacademia.net
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For me, it was a pleasure to read the first halthes book. The results of academic
papers written by Piketty alongside Emmanuel SAethony Atkinson and other collaborators
are presented in a fairly accessible to the gemenalic, with examples from literature and much
discussion about the real policies of governmefit&rance, England and the United States.

Mathematical models are kept to a minimum and opeONOMIcS courses at
undergraduate level is most often enough to follomathematical arguments.

Piketty’s solutions

Although the title of the book of Piketty has a rlat resonance, French economist
argues that it is not anti-capitalist, stressingt imequality cannot be solved by increasing the
size of the state. French economist believes tisalwgion would be a global tax on wealth, but
he also recognizes that this idea is utopian,htisl to believe that world governments will agree
to impose a tax at global level (this would be 3seey, because partial imposition of this tax
would result in the transfer of capital to courdrieith lax regulations, as happens today).

Piketty proposes the adoption of policies that aim unused capital, taxing the inheritances,
the huge salaries and static forms of wealth. These policies would aim at collecting money
through taxes, but stimulate people to move their capital in higher-risk areas to create economic
activity.

The measures proposed by Piketty have little aharfidoeing adopted, which primarily
recognizes him. Even if the problem is not solvgdhe proposals that it made its conclusions
ensures France's entry into history.

Lawrence Summers, former Secretary of the TrgaSuited States between 1999 and
2001 and also Ex- Chief Economist of the World Basdys that if any of the theories of Piketty
not prove true, he still deserves to win the NdPete for demonstrating empirically that the
percentage of capital that reaches the top manéggrd %, 0.1% and even top top 0.01% of the
population) has grown considerably in the last gaten. "Demonstrating this fact has
transformed the political debate," said Summers.

Piketty stresses that its forecast, which envisage acceleration of inequality are not
doomed to become realityAll | propose is to design institutions that can react if needed, if that
possibility becomes real. If the share capital does not increase because the return on capital is
much higher than the rate of economic growth due to very fast innovation, then we will not need
to react to unequal wealth that does not increase and will be very good, "says Piketty"But we
cannot sit and wait for this incredible coincidence to occur. Thereis no natural force to produce
this incredible coincidence, so we need a plan for where it will not happen”, concludes French
economist.

The author gives the example of progressive tawmatf income:"It would have seemed
an utopia a century ago and yet became reality, not only in Europe, scared by the Bolshevik
Revolution in Russia, but also in the US despite the fact that did not seem to be allowed by the
Consgtitution of this country. " So even if his proposals seem extreme, Piketty believes they will
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come true sooner or later, either because we will be forced to adopt after the next crisis of
large proportions, or to avoid it to happen.

A critical analysis of Piketty’s arguments

To decide where we want to get our society, wetrkmew where we are. Piketty's book
showed the importance of statistics and data gquadiforming an opinion about inequality, a
topic considered until recently the preserve ofigyoland philosophy more than the economy.

| wished that Piketty to give the same attentimnhiat given to its database creation , to
expression and economic explanations, especiallyarsecond half. Although the entire book is
about the dynamics of capital accumulation, hagnathematical model explaining the factors
underlying this accumulation. Moreover, althoughmany cases speaks about the importance of
fiscal policies in moderation of social inequastieloes not explain very specific mechanisms by
which governments can act and costs of these enéions.

In terms of expression often it seemed to me Rttty attempt to present economic
mechanisms as natural laws. An example is the naidge first and the second fundamental
laws of capitalism and presenting them as natanabl Unfortunately, those two relationships
are nothing but relations obtained in certain eoapgomodels based on mathematical
assumptions. As we know, where is the law not haggbut these "laws" can be changed by
governments through taxes, investment programgnaizations, etc., so there are so universal
as one might think.

The most common criticism of this book is to addréhe lack of realistic solutions.
Piketty proposes a progressive global tax on weaithich should temper the trend towards
increasing inequality of wealth. It does not se@at much to say in defense of this proposal: it
is impossible to obtain a consensus of all cousitimethe world, the implementation would be
cumbersome even for a consensus, then such a taealth would hurt many heirs which are
not liquid wealth.

The alternative proposed by Piketty is a very highrginal tax (70%) of revenue.
According to academic research of Piketty and Saezharge that big would distort the labor
market so much that it is hard to believe thatatuld be optimal. | can agree that more items
should be included in models of optimal Taxatiout, intil then | do not think the 70% marginal
tax may be optimal.

Conclusion

In conclusion, | recommend those interested inas<f tax policy and redistribution to
read this book, even to get an idea about the digsaof income distribution and wealth in the
past 150 years. Piketty's analysis is a first gitetm explain this dynamic, but | think there are
many things that can be improved in a future releady more research.

Whether or not the proposed policies will be ampliPiketty already produced a
considerable impact through its volume, involvihg society in a debate on inequality.
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Even if his forecast did not come true, futuretdnigns and economists will recognize
"Capital in the XXI century" as one of the most important books of the ons¢hetwenty-first
century, especially considering the considerabiéasanpact.
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