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Abstract 

 

As micro, small and medium-sized enterprises (SMEs) are facing difficulties in keeping the 

pace with the dynamics of clients’ preferences and the competition enhancement within 

markets nationwide, managers have channeled their efforts towards the only solution which 

allows for business continuity and sustainable development: innovation. Due to limited 

human and financial resources, SMEs have to come up with feasible solutions in order to 

efficiently undertake research and development activities and properly exploit their 

innovation. Therefore, the current study aims at identifying the connection between the 

specific risks related to the innovation process within a small and medium enterprise and 

their developing sources. The purpose is to identify the organization’s vulnerabilities which 

negatively affect the proper functioning of innovation activities .The methodology is based on 

a secondary research comprising an in-depth theoretical review, which allowed the authors 

to establish the connection between risks and their related sources.  
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1. Introduction 

The nationwide economic development is 

dependent on how SMEs perform on the Romanian 

market, as their share in the overall number of 

business actors is around 98%. Furthermore, at the 

European Union (EU) level, SMEs are considered 

the vehicles for bringing innovation which is 

further expected to insure the sustainable 

development and economic growth of all member 

countries. Both at EU and national level, complex 

and facilitating policies and strategies are being 

continuously developed and improved with the 

purpose of bringing SMEs at the forefront of 

technological progress and economic development. 

SMEs and innovation are becoming a united 

concept which is being promoted in government 

policies and in various private and/or public 

funding schemes. Therefore, when 

comprehensively analyzing SMEs, the innovation 

component should be always considered and 

prioritized as indicator.  

 

2. Method 

The method employed in the current study 

comprises a theoretical overview with regards to 

risks related to innovation activities undertaken by 

small and medium enterprises.  

Furthermore, based on a secondary research 

comprising relevant studies on the Romanian 

SMEs, the authors aim to emphasize the 

relationship between the risks related to the 

innovation activities and their internal sources 

(E=manager’s educational background, 

ISF=internal sources of financing, I= volume of 

investment in innovation activities) and external 

sources (C=clients, RC=research centers, 

ESF=external sources of financing, T=technology). 
 

3. Results 

Several statistical data are required when analyzing 

Romanian SMEs, as further detailed. While SMEs 

contribution is intense in terms of their 98% share 

in the overall number of business actors, their 

recorded cumulative turnover in 2012 was only 

57.9% of the total volume of revenues registered by 

all enterprises active on the Romanian market, 

which is less by 1.7% compared to previous year. 

Their activity is mainly financed from their equity 

(80%); nevertheless, bank loans remain the most 

frequent external source of funding. A SME has an 

average number of 9 employees (70%), i.e. micro-

enterprise, while at the opposite ranking with only 

7% share, the number of hired people exceeds 50, 

i.e. medium-sized enterprise (National Institute of 

Statistics, 2014a).  

The SME’s analysis should always include a very 

important indicator related to the number of newly 

created enterprises, as SME’s area of activity 

reveals not only the most attractive industries in the 

market at a given time, but also the sectors which 

have reached the maturity stage.  

The various external factors, such as the economic 

crisis, political changes, etc., have influenced the 

entrepreneur’s decision regarding the choice for the 

industrial field in which the enterprise should run. 

As depicted in Figure 1, retail has recorded the 

highest rate of newly created SMEs, while 

transportation has recorded a constant share 

between 2008 and 2012 (National Institute of 

Statistics, 2014b). 

In terms of recent evolution, a poor risk 

management may be the driver for the increased 

number of enterprises which have initiated the 

insolvency procedure. In 2013, the share of SMEs 

which have shut down their operations was 4% of 

the total number of legal entities registered in 

Romania. In H1 (first half year financial results) of 

2013, according to the density of insolvent SMEs 

per 1000 firms, the “construction” sector has 

recorded the highest rate of bankruptcy with 68 

insolvent enterprises per 1000 SMEs, closely 

followed by  “hotels and restaurants“ 

(61insolvencies per 1000 SMEs) and 

“transportation” (58 insolvencies per 1000 SMEs).  

It was recorded a degree of indebtedness which 

exceeded 100%; the level of debt compared to the 

turnover has registered a share of 124%, while net 

contribution (loss) has registered 7% of turnover 

(Coface, 2013). 

It can be clearly observed that the Romanian SMEs 

have an unstable evolution, while encountering 

numerous risks sources in their battle for a sound 

market share. Their competitive advantage can be 

brought by innovation, as long as the risks related 

to their innovation activities are properly and 

continuously mitigated. To this end, one approach 

would be to establish a clear relationship between 

risks and their related sources with regards to the 

innovation process, as illustrated in Table no. 1. 

An enterprise can innovate at different levels such 

as: (a) product - by improving its features or 

conceiving a completely new product, (b) process, 

(c) organizational structure and (d) marketing (Acs 

et al, 1990). The volume and structure of financial 

resources, the density and profile of the particular 

industry in which the SME is running its operations 

may influence the manager’s decisions with regards 

to the optimum innovation method which is due to 

be applied (Audretsch, 1995). 

The structural characteristics of the industrial 

domains in which SMEs are operating point out a 

small-sized and highly specialized market; hence 

the SMEs are encouraged to create and/or access 

knowledge which allows for product and/or process 

innovation. 
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SMEs have an advantage in terms of their 

organizational structure, when compared with large 

companies. This is due to the lower number of key 

managers who have the ability to influence the 

decisional process, and therefore the timeframe 

between the innovation project endorsement and 

the actual implementation is considerably shorter. 

On the other hand, the resources SMEs have at 

their disposal for these aforementioned activities 

are significantly lower than those of larger 

enterprises. This shows a greater need for open 

innovation, i.e. for identifying feasible 

collaborators and outside channels, as well as for 

employing both internal and external sources of 

innovation.  The systemic effect generated by the 

specific industry’s dynamics alongside with the 

decrease in the number of clients determines cost 

boosts for SMEs in their quest for new potential 

consumers. Consequently, alongside with 

establishing partnerships with external entities, i.e. 

research institutes, universities, private companies 

etc., SMEs have to pinpoint the optimum moment 

for launching the innovation on the market. Thus, a 

proper exploitation of innovation would be 

ensured, as well as openness and receptiveness to 

the market input.      

A relevant indicator when analyzing SMEs is 

manager’s level of education. Research shows that 

managers with basic studies are avoiding 

undertaking innovation activities. As such, 71.43% 

of SMEs run by the aforementioned managers 

haven’t concluded any innovative project. Their 

strategic plan excludes innovation activities, 

including basic ones such as: improving the 

managerial process, updating the information 

system, enhancing the employee training, etc. On 

the other hand, when the manager’s educational 

background reflects a broader expertise, it may be 

clearly noticed a higher interest for innovation 

activities. (CNIPMMR, 2013) 

A SME is significantly influenced by the 

manager’s personality due to its triple role, i.e. 

decisional, informational and interpersonal. As 

such, he may efficiently integrate the innovation 

activities within the organization or irremediably 

inhibit firm’s progress by inputs such as 

discouraging the proactive attitude of employees, 

neglecting the importance of efficient 

communication and technology exploitation, etc. 

(Purcarea et al., 2002, Kotler et al., 2008).   

Innovation opportunities may be identified through 

a series of internal sources, i.e. within the 

organization, by making use of employees’ 

knowledge, and external sources, i.e. clients 

(complaints and suggestions), competitors (activity 

monitoring), distributors (due to client proximity, 

they can easily detect their grievances), suppliers 

(due to their constant interest towards knowledge 

enhancement for improving the value chain), 

scientific magazines, exhibitions, fairs, 

conferences, government agencies, public research 

institutes, consultants, advertising agencies, 

universities,  and other professional associations 

(Kotler et al, 2008). 

Analyzing SMEs through their innovation approach 

should further scan the duration of the innovation 

process. Studies show that the optimum timeframe 

for undertaking R&D activities is less than two 

years due to factors such as availability of 

resources, manager’s risk aversion, consumers’ 

preferences dynamics, current technological 

development and competition constant 

enhancement (Kotler et al, 2008; CNIPMMR, 

2013). Figure 2 outlines the fast pace of the 

innovation process in terms of optimum time span 

for R&D activities nationwide and per business 

sector. While transportation and construction 

sectors have the shortest duration of the innovation 

process of approximately six months, the 

construction sector has recorded the highest time 

span for the market uptake of innovative projects, 

with due time exceeding five years. (CNIPMMR, 

2013) 

In terms of financing, SMEs are accessing various 

yet limited external financing for innovation 

activities. As a result, a great 89.24% of said 

activities are undertaken based on firm’s own 

financial resources, regardless of the industry in 

which it operates (Figure 3) (CNIPMMR, 2013). It 

can be thus observed that innovation depends on 

the volume and quality of knowledge diffused on 

the market and on the financial capability of SMEs. 

The technological development usually requires a 

significant budget, even though the efficiency of 

innovation exploitation is uncertain (OECD, 2000). 

 

4. Discussion 

Innovation is of high importance at SME’s level, as 

costumers are constantly searching for improved 

solutions to meet their needs. Furthermore, 

consumers put pressure on enterprises to improve 

their existing products in exchange for their loyalty, 

while SMEs’ capacity to undertake research and 

innovation activities is restricted due to scarce 

resources available to be allocated for the 

aforementioned activities. (Kotler et al , 2008) 

In order to improve the entire value chain 

comprising, but not limited to, the value added 

flows of suppliers, distributors and clients, SMEs 

are delivering a product with (1)”relative 

advantage” in terms of product’s degree of novelty 

when compared to the existing products; (2) 

“compatibility” in terms of the intensity with which 

the innovation meets the clients’ needs; (3) 

“complexity” in terms of accessibility in using the 

innovation; (4) “divisibility” in terms of the 

easiness with which the client is able to test the 

product and (5) “dissemination” in terms of 

possibility to further distribute the knowledge 

enhanced as a result of using the innovation. The 
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risk factors related to innovation may appear at 

different stages of the innovation process and may 

cause a wide range of effects depending on risks 

sources, i.e. errors at products’ design, errors 

regarding budget planning of the research and 

development activities, competition enhancement 

due to a faster implementation of innovation within 

their own organization etc. Therefore, SMEs may 

face inefficient innovation exploitation due to the 

time span between the moment when the idea is 

generated and the actual point in time when the 

innovation is launched on the market (Kotler et al, 

2008). 

The constraints of present paper arise from 

limitations concerning the availability of public 

data on the innovation activities performed by the 

Romanian SMEs. The statistical overview with 

regards to SMEs’ innovation dynamics on the local 

market is thus restricted to an overview. 

Emphasizing a clear relationship between the risks 

related to the innovation activities and their internal 

and external sources was nevertheless possible at a 

more comprehensive level on the basis of the 

available studies.  

As future directions in research, the authors 

propose an in-depth approach in modeling the 

relationship between the risks and their related 

sources with regards to the innovation process with 

the aim of establishing a stronger and more direct 

connection between them.  

 

Acknowledgement  

The work has been funded by the Sectoral 

Operational Programme Human Resources 

Development 2007-2013 of the Ministry of 

European Funds through the Financial Agreements 

POSDRU/159/1.5/S/132397 and 

POSDRU/159/1.5/S/134398. 

 

References: 

[1] Acs, Z., Audretsch D., B. (1990), Innovation 

and Small Firms, Cambridge, MA: MIT 

Press, ISBN-13: 9780262011136 ISBN: 

0262011131. 

[2] Audretsch, D., B. (1995): Innovation and 

Industry Evolution, Cambridge, MA: MIT 

Press, ISBN: 9780262011464 

[3] Birchall, D.W., Chanaron, J.J. & Soderquist, K. 

(1996). Managing Innovation in SME's, A 

Comparison of Companies in the UK, France 

and Portugal. International Journal of 

Technology Management, 12 (3), 291-305. 

 [3] Coface. (2013). Studiu privind situatia 

insolventelor din Romania [Study regarding 

Romania’s SMEs insolvencies]. Retrieved 

from: 

http://www.google.ro/url?sa=t&rct=j&q=&esrc=s&

source=web&cd=2&ved=0CCcQFjAB&url=h

ttp%3A%2F%2Fwww.coface.ro%2Fcontent%

2Fdownload%2F90723%2F1323173%2Ffile

%2FStudiul-Insolventelor-2014-

H1.pdf&ei=G7yGVJ3sN8foywPM04LICQ&u

sg=AFQjCNGVNkUBg_Zt3MjDRSFE5ckuv

sseyQ&sig2=YdZvmziB30glDX-

p3unmMg&bvm=bv.81449611,d.bGQ 

[4] CNIPMMR. (2013). Carta Alba a IMM-urilor 

din Romania [White Book of Romanian 

SMEs]. Bucharest: Sigma, 292-360, ISBN 

978-973-649-871-8,  

[5] Cooke, P., Boekholt, P., Tödtling, F. (1999). 

Regional Innovation Systems: Designing for 

the Future, TSER-Report (CEC) as quoted by 

OECD – Organisation for Economic Co-

operation and Development. (2000). 

Enhancing the competitiveness of SMEs 

through innovation Retrieved from:  

http://www.oecd.org/cfe/smes/2010176.pdf.  

[6] Docter, H.J., Stokman, C.T.M. (1988): 

Innovation in SMEs. Paper for Symposium 

Technology–Economics, 31.03.1988, The 

Hague. 

[7] Forrest, J.E. (1990). Strategic alliances and the 

small technology-based firm. Journal of Small 

Business Management, 28 (3), 37–45, ISSN: 

1540-627X. 

[8] Hoffman, W.H., Schlosser, R.. (2001). Success 

factors of strategic alliances in small and 

medium-sized enterprises: an empirical 

survey. LongRange Planning, 34, 357–381. 

[9] Kotler, P., Armstrong, G., (2008). Principiile 

marketingului [Principles of Marketing]. 

Bucharest: Editura Teora, ISBN 10: 1-59496-

083-6, ISBN 13: 978-1-59496-083-3. 

[10] National Institute of Statistics. (2014a). 

Evolutia Intreprinderilor Mici si Mijlocii din 

Romania, 2010-2013 [The trend of SMEs in 

Romania, 2010-2013]. Retrived from: 

http://www.insse.ro/cms/files/publicatii/pliante%20

statistice/IMM_01_2014.pdf 

[11] National Institute of Statistics. (2014b). 

Intreprinderi noi si profilul intreprinzatorilor 

[New enterprises and the entreprener’s 

profile], ISSN: 2065-5487, ISSN-L: 1583-

1108 

[12] OECD – Organisation for Economic Co-

operation and Development. (2000). 

Enhancing the competitiveness of SMEs 

through innovation Retrieved from:  

http://www.oecd.org/cfe/smes/2010176.pdf. 

[13] Purcarea, A., Niculescu, C., Constantinescu, 

D. (2002). Management-Elemente 

fundamentale [Management-Fundamental 

elements]. Bucharest: Editura Niculescu, 

ISBN 973-568-222-2. 

 

 

http://www.google.ro/url?sa=t&rct=j&q=&esrc=s&source=web&cd=2&ved=0CCcQFjAB&url=http%3A%2F%2Fwww.coface.ro%2Fcontent%2Fdownload%2F90723%2F1323173%2Ffile%2FStudiul-Insolventelor-2014-H1.pdf&ei=G7yGVJ3sN8foywPM04LICQ&usg=AFQjCNGVNkUBg_Zt3MjDRSFE5ckuvsseyQ&sig2=YdZvmziB30glDX-p3unmMg&bvm=bv.81449611,d.bGQ
http://www.google.ro/url?sa=t&rct=j&q=&esrc=s&source=web&cd=2&ved=0CCcQFjAB&url=http%3A%2F%2Fwww.coface.ro%2Fcontent%2Fdownload%2F90723%2F1323173%2Ffile%2FStudiul-Insolventelor-2014-H1.pdf&ei=G7yGVJ3sN8foywPM04LICQ&usg=AFQjCNGVNkUBg_Zt3MjDRSFE5ckuvsseyQ&sig2=YdZvmziB30glDX-p3unmMg&bvm=bv.81449611,d.bGQ
http://www.google.ro/url?sa=t&rct=j&q=&esrc=s&source=web&cd=2&ved=0CCcQFjAB&url=http%3A%2F%2Fwww.coface.ro%2Fcontent%2Fdownload%2F90723%2F1323173%2Ffile%2FStudiul-Insolventelor-2014-H1.pdf&ei=G7yGVJ3sN8foywPM04LICQ&usg=AFQjCNGVNkUBg_Zt3MjDRSFE5ckuvsseyQ&sig2=YdZvmziB30glDX-p3unmMg&bvm=bv.81449611,d.bGQ
http://www.google.ro/url?sa=t&rct=j&q=&esrc=s&source=web&cd=2&ved=0CCcQFjAB&url=http%3A%2F%2Fwww.coface.ro%2Fcontent%2Fdownload%2F90723%2F1323173%2Ffile%2FStudiul-Insolventelor-2014-H1.pdf&ei=G7yGVJ3sN8foywPM04LICQ&usg=AFQjCNGVNkUBg_Zt3MjDRSFE5ckuvsseyQ&sig2=YdZvmziB30glDX-p3unmMg&bvm=bv.81449611,d.bGQ
http://www.google.ro/url?sa=t&rct=j&q=&esrc=s&source=web&cd=2&ved=0CCcQFjAB&url=http%3A%2F%2Fwww.coface.ro%2Fcontent%2Fdownload%2F90723%2F1323173%2Ffile%2FStudiul-Insolventelor-2014-H1.pdf&ei=G7yGVJ3sN8foywPM04LICQ&usg=AFQjCNGVNkUBg_Zt3MjDRSFE5ckuvsseyQ&sig2=YdZvmziB30glDX-p3unmMg&bvm=bv.81449611,d.bGQ
http://www.google.ro/url?sa=t&rct=j&q=&esrc=s&source=web&cd=2&ved=0CCcQFjAB&url=http%3A%2F%2Fwww.coface.ro%2Fcontent%2Fdownload%2F90723%2F1323173%2Ffile%2FStudiul-Insolventelor-2014-H1.pdf&ei=G7yGVJ3sN8foywPM04LICQ&usg=AFQjCNGVNkUBg_Zt3MjDRSFE5ckuvsseyQ&sig2=YdZvmziB30glDX-p3unmMg&bvm=bv.81449611,d.bGQ
http://www.google.ro/url?sa=t&rct=j&q=&esrc=s&source=web&cd=2&ved=0CCcQFjAB&url=http%3A%2F%2Fwww.coface.ro%2Fcontent%2Fdownload%2F90723%2F1323173%2Ffile%2FStudiul-Insolventelor-2014-H1.pdf&ei=G7yGVJ3sN8foywPM04LICQ&usg=AFQjCNGVNkUBg_Zt3MjDRSFE5ckuvsseyQ&sig2=YdZvmziB30glDX-p3unmMg&bvm=bv.81449611,d.bGQ
http://www.google.ro/url?sa=t&rct=j&q=&esrc=s&source=web&cd=2&ved=0CCcQFjAB&url=http%3A%2F%2Fwww.coface.ro%2Fcontent%2Fdownload%2F90723%2F1323173%2Ffile%2FStudiul-Insolventelor-2014-H1.pdf&ei=G7yGVJ3sN8foywPM04LICQ&usg=AFQjCNGVNkUBg_Zt3MjDRSFE5ckuvsseyQ&sig2=YdZvmziB30glDX-p3unmMg&bvm=bv.81449611,d.bGQ
http://www.google.ro/url?sa=t&rct=j&q=&esrc=s&source=web&cd=2&ved=0CCcQFjAB&url=http%3A%2F%2Fwww.coface.ro%2Fcontent%2Fdownload%2F90723%2F1323173%2Ffile%2FStudiul-Insolventelor-2014-H1.pdf&ei=G7yGVJ3sN8foywPM04LICQ&usg=AFQjCNGVNkUBg_Zt3MjDRSFE5ckuvsseyQ&sig2=YdZvmziB30glDX-p3unmMg&bvm=bv.81449611,d.bGQ


INTERDISCIPLINARY APPROACHES BETWEEN TRADITIONAL AND MODERN METHODS 

NORD 1 International Conference 

 
17 

0.00

20.00

40.00

60.00

80.00

100.00

Industry Construction Retail

Transportation  Hotels and Restaurants Other Services

 
Figure 1. Total share of new enterprises recorded between 1995 and 2012 per business sectors (National Institute of Statistics, 2014b).  

 

Table No. 1 

The relationship between risks and their related sources with regards to the innovation process 

No.  Risks Internal sources  External sources Authors 

E I ISF C RC ESF T 

1 Type of innovation activity x x x x x  x CNIPMMR (2013) 
2 Manager’s educational background x - - - -  - Docter et al (1988) 
3 SME’s access to different funding sources - - - - - x - Birchall et al., 

(1996); Hoffman et al.,( 
1998) 

4 Share of investment for innovation activities  - x x - - x - Birchall et al., 
(1996) 

5 Innovation method x - - - x - x CNIPMMR (2013) 
6 The optimum timespan of R&D activities x - x x - x - CNIPMMR (2013) 
7 SME’s access to information sources 

regarding innovation opportunities 
x - - x x - - Forrest, (1990); Cooke 

et al (1999) 
8 The high level of costs for undertaking 

innovation activities 
- x x - - x - CNIPMMR (2013) 

9 The uncertainty regarding demand for - - - x -  - Forrest, (1990); Cooke 
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innovative products et al (1999) 
10 SME’s inability to finance innovation 

activities from their own sources  
- - x - - - - Hoffman et al., (1998) 

11 Lack of public financing methodology and 
restricted eligibility criteria 

- - - - - x - Birchall et al., 
(1996); Hoffman et al.,( 
1998) 

12 SME’s access to information sources 
regarding the status of the market 

- - - x x - - Forrest, (1990); Cooke 
et al (1999) 

13 SME’s access to information sources 
concerning new technologies 

- - - - x - - Oerlemans et al., (1998) 

14 Difficulties in identifying potential partners 
for cooperation 

x x x - x x x Forrest, (1990); Cooke 
et al (1999) 

15 Lack of adequate human resource  x - - - - - - Docter et al (1988) 
16 Lack of forecasts regarding the industry’s 

evolution 
x - - x -  - Forrest, (1990); Cooke 

et al (1999) 

Legend: E=manager’s educational background, ISF=internal sources of financing, I=volume of investment in innovation activities, C=clients, RC=research centers, ESF= 

external sources of financing, T=technology  
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Figure 2.  Time span for R&D activities (a) nationwide and (b) per business sector (CNIPMMR, 2013) 

Legend: I= Industry; C= Construction; R=Retail; Tr=Transportation; T=Tourism; S=Services 
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Figure 3.  SMEs funding sources for innovation activities (CNIPMMR, 2013) 
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Abstract 

 

The present paper provides a literature review on voting models and attempts to 

present branding as a voting theory model as an integrating model of the other generally 

accepted models. 

 There are no infallible voting models that people use in order to guide their electoral 

choice. The decision model actually differs with each person and can change in time, even if 

for the same person, and can turn into a model that represents a combination of all other 

models.  
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Introduction 

Scamell (2007), Smith and French (2009) 

speak about the sociological, rational, 

psychological and cultural benefits that a brand 

provides to voters, as the latter identify such 

benefits in the partnership between them and the 

political environment; political brands create a 

political brand community, get involved in the 

cultural identity and the construction of national 

brands, provide functional and economic benefits, 

since the parties and their candidates should meet 

their promises and projects through their long term 

planning.  

 

Methodology 

The research methodology employed here 

may subscribe to the positivist paradigm of the 

epistemology of social sciences research, since the 

positivist approach is to explain reality (Thiétard et 

coll., 2007).  

According to the classical system used for 

classifying scientific research, the present study 

that we are advancing can be included in the 

category of applicative research, as it is meant to 

create a theoretical explanation, starting from 

theoretical social phenomena.  

The fundamental idea of positivism is that 

reality, and social reality implicitly, is an objective 

dimension outside the individual and must be 

evaluated as such, based on objective procedures 

and beyond subjective connections or influences 

exerted by the actions of the researchers and their 

subjects (Zaiț, Spalanzani, 2006). 

The research hypotheses used:  

1. The brand components can be found 

either directly or indirectly as 

explanatory elements used in voting 

theories in a sociological, 

psychological or economic paradigm 

(research method: literature review) 

(8 hypotheses) H1:H8. They refer to 

the following brand components: 

brand values (way of thinking, 

lifestyle) – H1; innovation – H2; 

differentiation – H3; positioning – 

H4; segmentation – H5; adaptability – 

H6; sustainability, history – H7; 

awareness – H8. 

2. The brand is defined by its 

components (research methods: 

literature review and previous 

empirical research conducted by the 

author) 

Each of the two hypotheses will be 

understood as a conjecture that will be used in 

devising an inference that will enable us to 

conclude that the branding management approach 

is one that integrates the voting decision of the 

citizens.  

 

The brand and its components  

The definition of the political brand will 

be mainly understood as: The brand is the 

perception of the public in particular, and of 

society in general on a 

trademark/place/person/idea at a certain moment. 

The trademark perception is related to goods and 

services in general and particularly to those 

categories of goods-services that trademark is 

applied to (Ghiuță, 2010, 2011). The political 

brand is the image of a politician or of a party as 

perceived by the voters at a certain moment. 

(Ghiuță, 2011).  

The relationship between the models of 

the different paradigms that have so far been raised 

to the statute of Voting theories and the political 

brand will be identified indirectly, since certain 

brand components can be found under different 

names in existing models.  

The definition of the brand through its 

components I have realised in previous papers 

(2009, 2010, 2011) and we will also further present 

summarising tables related to the presence of the 

brand components in politics: Table 1, Table2. 

 

3. Categories of voting models 

There are operational behavioural models that can 

be divided into large categories, among which: 

Table 3.  

Ion Drăgan suggested five models of voting 

behaviour that have been identified throughout the 

transition Romania is undergoing towards a 

democratic society (apud Teodorescu, Gherasim-

Proca, 2006): Table 4 

 

4. The rational model  

The rational model has two views for the 

social-psychological determinants of the voting 

behaviour: the cognitive and the utilitarian 

paradigm.  

a) The cognitive paradigm refers to the 

access to information and to the personality 

structure of the voter. Some of the important means 

used in this approach are rational messages and 

persuasion. The surveys conducted in Romania 

have shown that (by INSOMAR) there are 

significant differences between the urban and the 

rural voting behaviour, and these differences might 

be explained by the ease of access to information.  

Rural voters have the tendency of 

remaining in a stability oriented state of mind (thus 

they feel more protected), since they do not have 

access to multiple and different sources of 

information or don’t have the habit of being 

informed. Nevertheless, the same TV show or the 

same speech does not generate identical feelings or 

attitudes with all voters: “Each particular individual 

defines the electoral circumstances, the way he 

perceives and interprets the political facts and the 

actions of the parties competing for office.” 
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(Teodorescu, Gherasim- Proca, 2006); thus, we 

cannot generalise these attitudes based on the level 

of information alone.  

b) The utilitarian paradigm, based on 

the homo oeconomicus model, entails that the voter 

behaviour is not affected by decisions based on 

chance or luck, but on “strategic calculations” in 

order to increase the advantages for themselves. It’s 

not the community or the state that is at the centre 

of society and this analysis, but the individual.  

This paradigm was developed by Downs 

(1957) and afterwards by several American 

researchers. This approach is also of two types. The 

first type, the spatial model of voting (Downs), 

according to which the voters are trying to 

maximise the utility of the vote depending on their 

proximity to the candidates’ position towards the 

consequences of the election. The individual will 

vote for the candidate that is closest to his 

perception in relation to the consequences of the 

elections (what should the chosen candidate do 

during the elections).  

This approach to the utilitarian paradigm 

also has a more sophisticated version that takes into 

account each candidate’s ability to perform and do 

things according to the promises he had made 

during the campaign. Therefore, the individual will 

vote for the candidate that is the most likely to 

change things and stir them in the direction he, the 

citizen, believes is right [Hudry (2003), Boursin 

(2004), Engelen (2006)]. 

If we transfer this paradigm into a 

branding approach, the model will first consider the 

candidate’s positioning, mentality and 

differentiation in relation to the stakes of the 

elections, and the individual will vote for that 

politician that is closest to his own positioning and 

mentality.  For the sophisticated version, the voter 

will also take into account the adaptability and the 

sustainability of the candidate (their past), the 

candidate’s positioning during his lifetime and his 

political career (not just his positioning in relation 

to the consequences of the elections) and his 

mentality during his life and his political career 

(not just during the electoral campaign); in 

sociological terms, these elements stand for the 

candidate’s credibility and power.  

The median voter model 

Kenneth Arrow, winner of the Nobel 

Prize, argued in his papers (particularly in Social 

Choice and Individual Values) on the general 

impossibility theorem, according to which no 

voting system is satisfying and the ranking of 

individual preferences into community-wide 

preferences is impossible. The median voter 

theorem emerged from this theory and was based 

on the role of median opinion in society, which is 

not led by the average, but by the median opinion. 

The median is the viewpoint (between the two 

extremes) to which voters mostly adhere. If the 

extreme values (the radicals) have a greater 

influence on the outcome when calculating the 

average, all the values have the same weight for the 

median (it is the same during elections, as all votes 

have the same value) [Monjardet (2003), Hudry 

(2003), Boursin (2004)]. 

b’) The second type of utilitarian 

approach, that was illustrated in the work of 

Morris Fiorina, Gerald H. Kramer, Michael Lewis 

Beck and others, is based on the central hypothesis 

of responsibility and takes into account economic 

variables such as the rate of unemployment, the 

economic growth rate and the rate of inflation 

(apud Farvaque, Paty, 2009). Candidates who are 

currently in office are responsible for the state of 

the economy and, if it goes well, the vote of the 

electors will be in their favour and, if not, it will go 

to their opponents [Karl Popper also devised the 

principle of irrefutability in relation to this subject: 

all leaders are good until they are not re-elected 

anymore: “[Democracy] is not an ideal that 

expresses and defines the freedom of the people. 

First of all, it is a method that enables nations to 

avoid tyranny and revoke weak leaders (…)”]. The 

main sanction for a winning candidate is that of not 

being re-elected again, as was the case of Valéry 

Giscard d’Estaing in France, in 1981. 

Following Downs’s diagram, Robert 

Kramer (1971) supposed that voters are rational, 

selfish, oriented towards future gains and 

influenced by the economic development of the 

country. They adopt the following rule: reward the 

candidate in office should the economic 

circumstances be favourable. But what are the 

factors that make the economy seem to be 

flourishing? Kramer has shown that the 

augmentation of the income per capita had a 

positive effect on the outcome of the presidential 

elections taking place between 1896 and 1964 in 

the United States of America. However, the 

findings of the same research have revealed that 

inflation and unemployment have had an 

insignificant influence or even none at all on the 

elections (apud Farvaque, Paty, 2009).  

Ray Fair (1978) has found that a 1% rate 

of economic growth increases the number of votes 

in favour of the candidate whose party is in office 

by 1%, whether the candidate is a republican or a 

democrat. Lewis-Beck (1988) has shown that in the 

US and Western Europe, the economic variables 

influence voters more than the evolution of their 

own income (Farvaque, Paty, 2009). [Fair also 

suggested a regression model in order to forecast 

votes for the two American parties that have 

independent dichotomous variables (whether the 

party is in power, whether it is in power for more 

than one   term, whether the US are waging any 

wars) and other scale variables (increased income 

per capita, inflation).] Figure 1.  
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Another standpoint, but in terms of the 

prospective vote, is the influence of the competence 

of candidates in office, as illustrated in the works of 

Rogoff and Sibert (1988) through the winner’s 

contribution; Le Duff and Orange (1996), through 

the budget or monetary policies; Bartolini and 

Drazen (1997), through the liberalization of the 

capital account; Hess and Orphanides (1995), 

through the possibility of being able to wage a war 

(apud Farvaque, Paty, 2009).   

A study on community welfare from a 

retrospective standpoint has been conducted by 

professors Le Duff and Orange who have suggested 

the image of the entrepreneur-Mayor for the large 

cities of France. The study was based on a 

comparison between an enterprise and a city. For 

the private entrepreneur, the sanction is financial 

failure, while for the public decision maker, it’s an 

electoral sanction: “This hypothesis – irrefutability 

– is adopted in this study. It emphasizes electoral 

failure as a collective sanction given by the voters 

to the Mayor that should account for his poor past 

management” (Le Duff, Orange, 1996).  

The paper written by Le Duff and Orange 

also directly shows the influence of the Mayor’s 

and his party’s brand on his image during elections: 

“Three images that represent the city’s identity are 

at play in the decisive moment of voting: the 

running Mayor’s personal image (the Mayor’s 

brand),the image of his project for the city 

(perceptual positioning, party’s brand) and the 

image perceived by the voters about their city and 

its subsequent development (the electors’ needs 

and wants, their mentality)”. And they immediately 

mention segmentation: “The electoral risk then 

arises from the incompatibility of the three images. 

If the three images almost overlap, giving the city a 

strong identity, the risk is rather low; if all three are 

divergent, then failure is a certainty”; the image 

perceived by the electors about their city and what 

it could become is not the same for all citizens. The 

Mayor must select a sufficient part of the voters 

upon whom he can overlap the first two images.  

The previous analysis is particularly 

directed at the retrospective standpoint; but the 

utilitarian theory also includes other aspects. It also 

mentions the prospective vote (expected future 

performance), egotropic voting (the voter’s 

economic status) and sociotropic voting (the 

economic circumstances of the community where 

the elections take place: country, region, city). 

From the researcher’s standpoint, one weakness of 

this theory is that all voting types are possible at the 

same time during elections (“the presence of two 

alternative hypotheses [retrospective versus 

prospective] should not exclude the presence of the 

voters with a mixed behaviour”) (Farvaque, Paty, 

2009).  

Green and Shapiro (1995) have further 

criticised the model, as they believed it was too 

simplifying. Herbet Simon has introduced another 

concept, that of limited rationality. This concept 

entails that the citizens’ information and their 

ability to interpret such information are limited, and 

thus, they are unable to make the right choice. The 

approach of public opinion subscribes to the same 

standpoint (Paul Sniderman, 1998), emphasizing 

the idea that the voter will fill his information gaps 

through cognitive and heuristic methods (apud 

Mayer, 2007). This line of thought reinforces the 

role of emotions and affections. The candidate’s 

attitude in terms of the stakes of the elections are 

deduced, and deduction is influenced by social, 

ethnical and professional groups that the voter feels 

close to. He will vote for the candidate that will 

favour the group he is a part of.  

An unexpected aspect is the influence of 

emotions on the rationality of political choices. 

Marcus (2002) starts from the hypothesis of the 

researchers from Michigan, according to whom the 

vote is decided based on party identification, but a 

possible concern (defined as a crisis situation: war, 

high unemployment) changes the voting 

preferences and turns the elections into a more 

critical and more rational choice.  

The rational vote can be rooted 

emotionally. This is the case of the unexpected vote 

when the two candidates reach scores very close to 

50% in the second round, and the winner only has a 

few extra votes. Moreover, this unexpected vote 

may be due to some of the voters’ affinity for the 

candidate that ranked second in opinion polls and 

to the first candidate’s failure to mobilize his 

voters.  Thus, throughout a campaign, there are 

repeated reactions of the voters to polls that 

eventually lead to equal percentages for the two 

candidates. This unexpected voting has been 

identified by Galam in Mexico (2006), Italy (2006) 

and Germany (2005) (Galam, 2007). 

There are several analogies between the 

economy, management and elections. The present 

research subscribes to one of these analogies and a 

transposition of the brand from the real economy 

into the political realm. “The comparison between 

the democratic process and the free market is very 

tempting. Both are based on the act of choosing, 

which in turn is organised in attitudes, values, 

behaviours and interests.” (Teodorescu, Gherasim-

Proca, 2006).  

The relationship between the economy 

and elections has also been illustrated by Joseph 

Schumpeter: “competition never truly lacks in the 

business environment, but it can hardly be 

considered perfect. Similarly, there is always some 

competition, even though just potential, in political 

life, for the people’s loyalty.” (Schumpeter, 1975 

apud Teodorescu, Gherasim-Proca, 2006). 

c) “Tactical” voting vs. “honest” voting  

Another issue for the researchers of 

rational choice is the honesty of the vote. Does the 
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individual vote for the candidate/party that ranks 

first in his preferences (honest vote)? 

If the voter is influenced by the 

candidate’s ability to put his programme into 

practice, we must underline the fact that the voter is 

actually influenced by the candidate’s possibility to 

put his programme forward. Here we are talking 

about probability, about the chance he has to 

actually win the elections. When the preferred 

candidate has a low probability of winning, and, 

implicitly, of carrying out his programme, the 

elector’s vote is sometimes assigned to another 

candidate who, even though is not among his 

preferences, has a chance to win.   

And here we’re referring to strategic 

voting. Strategic voting stands for the vote cast by 

the individual in relation to the others’ choices. On 

the contrary, for an honest vote, the individual 

makes the decision depending on his preferences 

alone, regardless of the other voters’ preferences.  

Moulin (1986), Degan and Marlo’s (2004) 

research has shown that in the two-party system, 

the honest vote explains the outcome of the 

elections. On the contrary, in the multi-party 

system, Blais (2003) and Farvaque, Paty (2009) 

have identified the presence of the strategic vote or 

of the reverse vote for the presidential elections of 

2000 and 2007 in France. The strategic or tactical 

vote favours larger parties and their candidates.  

 

5.  Conclusions 

There is no voting behaviour model or 

explanatory model that can be applied at all times 

for any election (generally accepted). The group 

analysis and trend analysis are very useful methods 

to be applied in order to understand the principle of 

social choice, but the individual approach is needed 

in order to explain the phenomena that influence 

the voter’s mind, or that “black box” (systems 

where it is impossible to observe internal 

functioning directly) (Lindon, Weil, 1976). We 

need a psychological, sociological and economic 

approach in order to better understand and explain 

the behaviour of individuals who have the freedom 

to vote. We opt for the individualistic analysis, as it 

is more closely related to the voter’s choice.  

The justification for the vote cast is not 

to be found in the theory of axiological rationality 

or that of instrumental rationality alone; the 

explanation for the vote can be found in both 

these theories. One argument that supports this is 

the fact that the theory of instrumental rationality 

will mostly account for rational choices, while the 

theory of axiological rationality will account for 

emotional choices.  

We illustrate the possibility that 

management sciences could explain, influence 

and predict the voters’ behaviour. This outcome 

could also be motivated through the approach we 

have used, since the marketing/branding 

management approach also integrates a social 

approach, a psychological, an economic and even 

a mathematical approach as well.  

The voting behaviour can be studied 

through different paradigms, and the branding 

paradigm uses an inter-disciplinary approach 

throughout the analysis. The brand components 

can be found implicitly or explicitly in the already 

developed voting theory paradigms, as we can see 

in the below summarising table 5.  

Not all research hypotheses of the first category 

have been validated (H6 and H8 haven’t been 

validated – no reference was found to the 

adaptability and awareness components in the other 

paradigms explaining the voting decision). 

However, after stating that the brand management 

approach is a model that can be integrated in voting 

theory and that it is a model that integrates all other 

established models belonging to other paradigms, 

we have found a primary element of the branding 

approach that can be found in two of these 

paradigms: the importance of the citizens’ wants 

and needs.  

The article is a development from a part of 

a wider research, PhD Thesis The influence of 

brand on voter behavior (Ghiuță, 2011). 
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Table 1. The eight components of brands as presented in specialised professional papers 

Brand components 

 

Author mentioning this notion in relation to brands  

Brand values 

(mentality , lifestyle) 

Lewi, de Chernatony (personality), Heilbrunn 

(personality), Kapferer (cultural universe, reflex), 

Sicard (player identity), Keller (resonance), Vekoutsou 

(brand communities) 

Innovation Aaker, Heilbrunn, Lewi, Kapferer, de Chernatony, 

Fanning 

Differentiation Ries, Trout, Aaker, Keller, Kapferer, Fournier, 

Lehman 

Positioning Ries, Aaker, Trout, Keller, de Chernatony, Sicard, 

Lewi, Kapferer, Heilbrunn, Lehman 

Segmentation Lewi, Heilbrunn, Aaker 

Adaptability Kapferer, Heilbrunn (vision), Sicard (social relation), 

Christodoulides (transformation) 

History, sustainability Lewi, Sicard, Aaker, Fanning, Keller 

Awareness Lewi, Keller, Heilbrunn, Kapferer 

 

Table 2. The eight brand components in the papers of political researchers 

Suggested brand components Author mentioning this notion in relation to 

political brands 

Mentality, lifestyle Smith and French (2009), Lieb and Shah (2010) 

Innovation O’Cass (2009) 

Differentiation Smith and French (2009), Lieband Shah (2010) 

Positioning Butler and Harris (2009), Smith and French (2009), 

Lieba nd Shah (2010) 

Segmentation, targeting Butler and Harris (2009), Lieband Shah (2010) 

Adaptability Butler and Harris (2009), Scammell (2007), 

Hennenberg, Scammell and O’Shaughnessy (2009) 

History, sustainability Scammell (2007) 

Awareness Smith and French (2009) 

 

Table 3. Vote model’s categories 

Model category Observations 

Socio-demographic models The voting decision is correlated with the social and demographical 

traits of the voters (the sociological approach: Siegfried and 

Lazarsfeld’s view – University of Columbia) 

Psycho-analytical models The voting decision is correlated with the personality traits and with the 

individual’s personal experiences  

Attitude models The voting decision is correlated with the individuals’ attitudes and 

beliefs (the psycho-sociological approach, University of Michigan – 

party identification)  

 

Table 4. Characteristics of vote models 

Model Characteristics 

affective/emotional centred on the emotional motivations and stimuli that influence their choice in the 

voting decision. The party identification based on irrational reasons, blind loyalty 

for one candidate, are part of the emotional model. The emotional model best 

applies for lowly educated segments that manifest feelings of admiration for 

charismatic leaders.  

legitimist Closely related to the affective one, it relies on the continuity and stability of the 

political regime. By employing this way of thinking, the political party in power 
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will control and maintain its power throughout its mandate, since the “legitimist 

discourse of social order, as the individual’s social self-protection offer, is easier to 

perceive than the radical discourse of change” (Drăgan, 1998). 

identity-community 

oriented 

Uses notions of legitimacy and affection in order to create strong symbolical 

attitudes towards the reference community. The vote can be earned based on the 

feeling of belonging to a social, cultural or intellectual community. According to 

this model, voters employed in mainly lucrative and relatively low qualified 

professions, as well as welfare beneficiaries manifest political affinities depending 

on the social discourse; entrepreneurs, qualified professionals and intellectuals are 

altogether more akin to the liberal discourse.  

usual (de habitus) Devised by Pierre Bourdieu, it refers to contradicting behaviours: reflecting on the 

past (for instance, communism in Romania) and difficulty adapting to the 

democratic present. According to this model, individuals who have experienced 

communism will vote for candidates with a way of thinking, discourse or 

behaviour that is more reminiscent of the past, since they draw a personal comfort 

from perpetuating a stable behaviour.  

rational Due to the numerous associated approaches and paradigms, we will further analyse 

it in the following chapter.  

 

Table 5. Brand components in the various scientific paradigms that have approached voters’ behaviour  

 Scientific paradigm 

 Sociological Psychological Economic 

Object under analysis The social group 

(benchmark) 

Individual Individual 

Brand components 

where we can find 

(either implicitly or 

explicitly) and use the 

paradigm  

Segmentation (H5) 

Positioning (H4) 

Mentality (of the social 

group) (H1) 

Differentiation (H3) 

Segmentation (H5) 

Positioning (H4) 

Motivation (consumer 

behaviour) 

Awareness (H8) 

Differentiation (H3) 

Needs, wants (marketing 

vision) 

Needs, wants (utility) 

(marketing vision) 

Positioning (H4) 

Motivation (consumer 

behaviour) 

Sustainability, history 

(H7) 

Innovation (H2) 

Mentality (H1) 

Segmentation (H5) 

 

 

Fig.1. Brand components in rational models 

 

segmentation

•voting citizens

•absentees

•instrumental utility

positioning & 
differentiation

•depending on needs and wants (utility)

•utilitarian paradigm: spatial model of voting

•prospective vote, candidate's competence in economic matters

history, 
sustainability

•history of the party, the candidate's personal past and his political past

•retrospective vote

•spatial model of voting, only in the sophisticated version

mentality

•utilitarian paradigm: spatial model of voting
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Introduction 

Marketing  is constantly evolving; we are 

currently at the stage of societal marketing (neo-

marketing and humanist marketing) which 

highlights that the main obligations of a company 

is to study the needs and desires of the target 

markets and also to satisfy them in a more effective 

manner than their competitors. It is also a way of 

maintaining or improving customers and 

community’s well being (Kotler, 2004). 

 

Methodology 

 As a research method, I used the 

documentary study by using secondary sources, 

while as analysis method I can mention the 

theoretical comparative analysis. 

I have analyzed usual terms within the 

current practical language as analysis sources. I 

have used both scientific articles and university 

guides, books of practice specialists destined to the 

general public, but also dictionaries, in order to 

verify the acceptance of terms.  

As research sources I used scientific 

articles especially textbooks popular worldwide 

and in Europe. I considered this spreading literature 

relevant for our analysis because practitioners work 

and use this literature as a guide, especially because 

the high notoriety of these textbooks leads to the 

construction of a perception about marketing 

definition among the general public and 

practitioners. Selection criteria for university 

marketing textbooks and dictionaries from which 

we analyzed the definition of the concept of 

marketing are notoriety and their reputation. From 

a cultural point of view I used American 

international literature and English on one side and 

French on the other side. As possible research 

limitations we can mention the lack of some 

analysis on spreading literature specific for 

Germany, Spain or Asia. 

 

1. The same marketing? 

Just like the factors from the 

microenvironment influence company’s activity, 

the ones from the macro-environment affect the 

marketing activities, in particular, and the concept 

of marketing, in general. Michael Porter stated that 

a strategic business unit must analyze the political, 

technological, legislative, demographic/ socio-

cultural, economic and natural environments. If the 

relevant environmental factors are overlooked then 

sustainable strategies cannot be developed. In the 

business environment, success depends on the need 

for adaptation and also on the development of an 

adaptive innovation strategy based on integrated 

policies. The need of analyzing the environment in 

order to adapt to its changes has also been 

highlighted in Darwin’s axioms. According to these 

• The environment is permanently 

changing 

• Organisms have the ability  to 

adapt to the changing environment 

• Organisms that do not adapt die 

(Darwin, 2007). 

Marketing is changing, sometimes by 

choice, sometimes by necessity, sometimes 

compulsory, in a simple manner because in the 

environment in which it evolves, customers to 

whom it addresses are variables actions that use 

change. (Lehu, 2008) 

  Marketing has changed. Part of the change 

is coming from the outside, and another part is 

coming from inside of the marketing concept, a 

generalized concept that is found all over the 

commercial world. The concept of global force and 

especially the practical use of marketing in 

economic activity have led to this bi-directional 

influence. 

 

2. Marketing: adefinitions’ analysis 

The marketing notion 

In the present context we can analyze the 

concept of marketing evolution. 

“Words, like people, have a life. Certain 

terms make a beautiful career in the world. One of 

them is the word marketing who in a few decades, 

was imposed in all languages around the globe 

because we can talk about marketing in New York, 

Paris, Tokyo, Bucharest and Moscow” (Maarek, 

2007). 

Marketing comes from the English word 

“market”. 

Definition 

Marketing is an extremely complex 

phenomenon that uses both theoretical and 

practical issues/aspects, each point of view offers at 

least one of these two perspectives. In fact, Baker 

said “Every marketing book starts with another 

definition” (Baker, 2000). 

Definitions of marketing are various and 

adjusted to new realities of business environment. 

The first book published which includes the 

word “marketing” in the title is “Marketing 

Methods and salesmanship?”. Written by Butler, 

Ralph S., De Bower and Jones in 1914, the book 

does not represent the first book referring to 

marketing but the first which explicitly contains the 

term in the title. 

Marketing has been formerly defined in 

1935 by the by the National Association of 

Teachers of Marketing, American Marketing 

Association precursor. 

Further, notable global definitions referred 

to those offered by American Marketing 

Association (AMA). Reconfirmed in 1960, the 

definition of marketing was replaced in 1985. The 

According to AMA, marketing is the 
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implementation of actions designed to direct flows 

of goods or services to the consumer.  

Between the definition of 1960 and the one 

from 1985, we can note Stanton's definition that 

can be found in the book Fundamentals in 

marketing (fifth edition, New York, 1981): 

marketing represents the implementation on 

scientific basis of all activities within a company 

contributing to the creation, promotion and 

distribution in a cost-effective manner of products 

and services in order to meet present and future 

demand of the consumers. 

In 1985, AMA defined marketing as a 

process of planning, of implementing the concept 

of product, price setting, communication and 

distribution for ideas, goods and services to create 

an exchange that satisfies individual and 

organizational objectives. 

The definition was once again revised in 

2004 and marketing was presented as “an 

organizational function and set of processes 

designed to create, communicate and provide value 

to customers and maintaining customer 

relationships for the benefit of the company and its 

owners." 

In 2006, Gronroos analyzed the evolution of 

marketing definitions and identified 3 stages, 

namely: customer value, customer relationship 

management and marketing as a function of the 

organization; regarding the definition in 2004, he 

believes that it represents a definition of promises 

management. 

According to the official policy of AMA the 

definition is discussed every five years to better 

reflect market’s realities and needs. The latest 

amendment was adopted in October 2007 and 

published in January 2008. It stipulates that: 

“Marketing is the activity, set of institutions and 

processes used to create, communicate, deliver and 

exchange offers that have value for customers, 

consumers, partners and society in general.” 

The evolution of the marketing definition 

offered by AMA affects the definition of political 

marketing, as reflected in Hughes and Dann article. 

Starting from the aspects that are included in this 

new definition, they assume that it marks a new 

stage for political marketing. They claim that:  

“The 2007 definition can be perceived from the 

perspective of four categories: as activity, as set of 

institutions and processes; creating, 

communicating, delivering and exchanging; adds 

value; and customers, partners and society in 

general.” (Hughes, Dann, 2009). 

The role of marketing has changed, as 

reflected in its definition. If in 1985 it had to focus 

on customers and markets, in the XXI century it 

has to concentrate on increasing its value by 

encouraging firm’s collaboration with stakeholders 

(O’Cass, 2009). 

According to Merriam Webster marketing 

is: a) the act or process of selling or buying on a 

market; b1) the process or technique of promoting, 

selling or distributing a product or service, b2) an 

aggregate of functions involved in the movement of 

goods from producer to consumer. 

American Heritage Dictionary's marketing 

definition: commercial functions involved in 

transferring goods from producer to consumer. 

According to Encyclopedia Britannica 

marketing defines all the activities involved in 

directing the flow of goods and services from 

producer to consumer. 

All attempts to define marketing face this 

fundamental ambivalence: marketing is both a 

philosophy and a business function in the 

enterprise. This ambivalence makes it difficult for 

anyone who reads the literature about the definition 

of marketing. In fact, the two levels are related and 

the clarity of exposures is diminished. Even Kotler 

believes that there are two kinds of definitions of 

marketing: those that emphasize the role of society 

and those opting for a managerial approach. 

Sometimes marketing was presented as a 

practical application of neoclassical economic 

theory according to which the buyer's point of view 

prevails to that of the manufacturer (Cliquet, 

Gregory, 1999). 

We can retain some revealing definitions of 

the concept of marketing: 

a. “Marketing is asocial economic 

mechanismand social process through 

which individuals and groups satisfy 

their needs and desires in the way of 

creating, offering and exchanging value 

goods and services.” 

b. “Marketing Management is the science 

and art to choose own target markets 

and attract, retain and develop clients 

by creating, developing and delivering 

value”. 

c. “Marketing is a process, a series of 

management decisions and acts based 

on methodological study of consumers 

and in the broad sense of the market. 

While facilitating the achievement of 

profitability goals, marketing enables 

the company to provide one or more 

target audiences a product or service 

that meets their expectations.” 

d. In Mercator there can be found two 

definitions of marketing; the first 

presents marketing “as a set of tools 

that companies use in order to sell their 

products to customers in a cost effective 

manner.” The second is a broad 

definition that applies to any 

organization: „Marketing represents all 

the means and methods available to the 

organization in order to promote, to 
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target audiences favorable behaviors, to 

achieve the objectives”. 

e. Marketing is defined as the process 

through which a company creates value 

for its customers and develops 

sustainable relationships with them in 

order to obtain added-value. 

 

3. The origin of marketing 

There are many definitions of marketing. They are 

related to the evolution of the marketing concept. 

To see this we begin to analyze the roots of 

marketing. 

“Ever since men and women had different needs, to 

live, to sell what they produce, marketing existed. 

What changed under the influence of various 

economic, technological and scientific factors is the 

manner in which business is made and the concept 

that guides it.” 

There is a marketing mystery: despite the fact that 

it is one of the oldest human activities, today it is 

considered as the newest business management 

discipline. 

The origin of marketing should be discussed in 

relation to the vision of communication and 

marketing. In a narrow sense, marketing has 

emerged in the exchange economy „in primitive 

societies, whenever people satisfied their needs. 

They produced their food, built their homes, 

manufactured their clothes and trimmed their tools 

and utensils. Work was not specialized. All 

production was consumed. Trade was nonexistent. 

 When society evolved, labor and 

specialized trades appeared. (...)The only available 

products were the ones from within the community. 

When a disequilibrium appeared, members of the 

society had to exchange their products for the ones 

that they needed and did not have inside the 

community.” 

In the modern view, communication is a 

function and a part of tactical marketing and it 

forms along with product, price and distribution the 

4 Ps of marketing. 

 In 1964, the American professor Neil 

Borden had the idea to tackle first the concept of 

marketing-mix. Basically, it defines marketing as a 

synergy between 12 variables. In the same year 

Canadian Professor Jerome McCarthy simplified 

mix theory and grouped variables in Borden's well-

known 4Ps: product policy, pricing policy, 

distribution policy and communication policy. 

Further we will present some definitions of 

communication in Table 1.  

From a different perspective, we can argue that 

people had communicated even before speaking 

with the first articulated sound. In an unconscious 

manner, they used a personal or group marketing.. 

The appearance of marketing does not 

have a specific date, especially since at first it has 

been used unintentionally, unconscious. Over the 

time marketers have been called: merchant, trader, 

dealer, speculator, seller, salesman, broker, 

negotiator, public relations agent, market analyst. 

Besides, marketing became visible during 

(at the macroeconomic level, we might say) in the 

crisis of 1929-1933, known in history as the "Great 

Depression". The first condition for the 

development of marketing has been an offer 

superior to the request.  This assumption has also 

been sustained by Helfer and Orsoni (1995) who 

claimed that: “Great Depression, .... caused a 

reversal in the enterprise management concept that 

entrepreneurs had before. They understood better 

that firms’ activity does not depend only on 

product demand, like the economists from the 

XIXth century claimed. This is also influenced by 

the demand of goods and services made by 

different economic agents”. But this conception of 

the origin of marketing no longer can be found in 

the 2003 and 2005 editions. 

It is more specifically the fact that 

marketing has gone from optical push to optical 

pull and it was, really, the first time economists 

“were playing” with the demand curve, not just the 

supply curve. If before the only problem was to 

increase the offer in order to be equal to the 

demand for goods and services, since the '30s, 

when the offer was higher than the demand, two 

solutions had been used: reducing supply and 

increasing demand (the second is a pure vision of 

marketing). 

 

4. The evolution of marketing 

Evolution of the definition of marketing has a 

direct effect on political marketing and even on 

democracy: “The evolution and refinement of 

marketing concept has a significant impact on 

democracy and political marketing.” 

“In marketing, both theory and practice 

are under constant reassessment.” 

We can define marketing as an enterprise 

effort to adapt to the market and to the 

environment. When the last one  is changed in 

terms of structure, it means that marketing is 

transforming. Marketing is a recent concept. It 

appeared (as a concept) in the United States in 

early XX century together with the development of 

mass consumption. In Europe, marketing 

techniques have been expanded and putted in place 

after World War II, first in large companies and 

then progressively in the 70s in all categories of 

products and organizations. 

A summary of the views expressed in the 

period after World War II is mentioned by 

specialists: 

a) The period is characterized by the 

extension of marketing and introducing the concept 

of exchange; 

b) Focusing on the concept of marketing 

as a science; 
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c) The concern on using schematic 

concept and its development in a more 

differentiated manner. 

In the opinion of Professor Johan Arndt 

(in the article Anthropology of marketing systems: 

symbols, meaning and living means international 

networks, published in 1984 in Proceedings 

International Research Seminar of Industrial 

Marketing Stockholm), one of the first theorists of 

marketing, there are three key periods in the 

development of the marketing concept (Baker, 

2000): 

- Marketing concept; 

- The extended marketing concept; 

- The new institutionalized marketing 

concept. 

We have to mention that there are also two 

approaches of the marketing concept: the 

traditional and the modern one: the traditional and 

the modern concept. The main differences are: its 

role which evolved from being an accessory to 

being a critical activity, and its domain, which 

started being narrow and became considerably 

enlarged. 

In Mercator (Lendrevie et al., 2006, 2003) 

we find the comparison of the two visions. (Table 

2.1.) 

Figure 2.1. shows the evolution of 

marketing from the point of view of segmentation 

(Lendrevie et al., 2006, 2003). 

The problem of evolution is also discussed 

by Helfer and Orsoni (2005) who propose a 

scheme. (Figure 2.2). 

Jean-Marc Lehu (2008) also argued that marketing 

has evolved from focusing on the product to 

focusing on customer. The push model was 

replaced with the pull model which in turn gave the 

way to the “meet” model. Originally, marketing has 

brought additional production material value 

(space, time) to facilitate meeting this demand. 

Once integrated into the context of market 

economy, increasingly competitive, marketing 

added psychological value to the value of the offer, 

to distinguish itself from others. 

The evolution of marketing is strongly 

bound by the evolution of optics of dominant 

enterprise. There are six visions used by 

businesses: manufacturing optics, optical product, 

sales optics, marketing optics, customer optics and 

societal marketing optics. The optics of holistic 

marketing are characterizing the current business 

environment (relationship marketing, integrated 

marketing, internal marketing and marketing 

omnipresent and socially responsible). 

The evolution of marketing in business is 

shown in Table 2.2 (Vandercammen, 2006). 

Marketing, as all other major features of 

the enterprise, is strongly influenced by the use of 

information technologies, especially technological 

innovations. 

“Mass media appeared in the field of 

communication when science and industry have 

created machines like printing press, the camera or 

camcorder, radio and television, have extended 

human sense and increased the ability to reproduce 

signs” analyzes Wilbur Scharamm (1971). 

The 70s and 80s are unarguably marked 

by increased grocery distribution. Because 

traditional intermediaries (small shops) 

disappeared, distributors needed major brands and 

manufacturers' advertising campaigns in order to 

easily sell products in a free market. 

Moreover public required certain things to 

recognize “good” food, producers and preferred 

distributors from others. Development continued 

with the increasing distribution because at that 

point store (the hypermarket) began offering more 

items from the same generic (the width of a product 

line). Before, small shops had one brand for a type 

of product and the buyer had no choice. Since then 

it has begun to develop political brand. 

It should be noted that the 4 P also 

changed their optics. In 1990, Robert Luternborn 

said that the 4 P correspond to the optics of 

manufacturer to its market; from the buyer's point 

of view, all marketing activities translate into 

benefits for the customer. Based on this he 

proposed equivalents which he called the 4 C. 

(Table 2.3.) 

In the ‘50s, when that optic of marketing 

was defined, it seemed that one day it will lose its 

novelty.. In fact, marketing optics require 

integrating and coordinating marketing with other 

business functions (finance, manufacturing, 

research and development). An important stage in 

the evolution of marketing was developed and 

accepted in the XXI century. 

The evolution of marketing concept in 

business and relationships with other functions of 

the company is represented in Figure 2.3.a-e 

(Kotler et al, 2004). 

 

5. Conclusions 

 Marketing has developed numerous 

products,  used new communication models, found 

new publication, new services, new experts and 

new theories, but we can say that it has not 

changed. Today, marketing is applied to “ten types 

of entities: goods, services, experiences, events, 

persons, places, properties, organizations, 

information and ideas”. 

 This paper approaches the point of view 

that marketing is a system of thought, a state of 

mind. 

 We canask whetherthe new phase 

ofmarketingisbranding? This empirical observation 

is partly confirmed by the editorial Faul-il ré-

inventer le marketing? written by Marc Filser 

Trinquecoste Jean-François (2009): “Moreover, 

especially in France, fractures that occurred in the 
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markets are of such magnitude that we can ask if 

traditional marketing toolbox that did not really 

evolved after the 4 P, does not require a serious 

inventory”. The fact that we have chosen not to 

emphasize that marketing (not the operational) has 

become branding, but to show the presence of 

brand components in a particular area is because 

we argue that the brand is a reality and a 

constructed notion. 

 Furthermore, branding represents at the 

moment the marketing symbol right even in politics 

field, reinforced by Scammell”... branding is the 

new form of political marketing. If political parties 

and candidates in the 1980s and 1990s were 

defining components as market research, political 

marketing and advertising consulting, branding is 

currently defining.”. Kotler considers that 

marketing did not remain the same. He talks about 

the radical evolution of his textbooks since the first 

edition of Marketing Management until today, 

concluding that “the day will come when a new 

marketing manual will present a new paradigm 

totally different and better adapted to the present”. 

Although it is not a manual, the present paper 

integrates the chosen theme of evolving new trends 

of marketing towards a new stage, the one of  

branding paradigm in which the author has carried 

out this research.The article is part of a wider 

research, PhD Thesis The influence of brand on 

voter behavior (Ghiuță, 2011).  
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Table 1 

Author Definitions of marketing 

***, Le petite 

Larouse 

The action, the fact of communicating, establishing a relationship with others 

Le petit Robert (…) to establish a relationship with someone, something. (...) Specialists: all media 

techniques used (advertising, media, politics) to inform, to influence the opinion of public 

(target) wanting to promote or maintain an image 

Helfer and Orsoni 

(2005) 

communication exceeds simple information. To communicate means to share information 

in order to obtain a change in receiver’s behavior or attitude 

Kapferer (1993) Communication phenomena are also theoretical models that try to identify the 

communication process. Between transmitter and receiver there is the message that will be 

coded by the first and decoded by the second. “For a message to be effective, it must at 

least be received. Hence, the term of „receiving” regroups a set of phenomena such as 

attention, perception, understanding - defensive perception, subliminal perception or 

unconscious learning.” 

 

 

Table 2.1. The modern and traditional marketing visions 

Traditional concept of marketing Modern concept of marketing 

Marketing is 

• An accessory (in relation to production) 

 

• narrower: 

o in its content, which is limited to sales, 

physical distribution and advertising 

o in its field of application (a few mass 

consumption goods) 

Marketing is 

• prominent (customers represent the main asset of a 

company) 

• wide 

o in its content which is the product concept 

until the act of sale 

o in its field of application (services, 

industrial goods, journals, churches, 

political parties etc.). 

 

 

 

Table 2.2. Types of guidelines that influenced the history of marketing 

Concentration point Features and targets to achieved The slogan of the 

period 

Main area (generalization) 

USA West 

Europe 

East 

Europe 

Production ▪ Increasing production 

▪ Cost reduction and control 

▪ Making profit by  quantity 

„Any color you 

want, as long as it is 

black” 

until 

1940 

until 1950 End of 

1980 

Goods ▪ Only quality counts 

▪ Improve quality levels 

▪ Making profit by  quantity 

„Look only to the 

quality of surface” 

until 

1940 

until 1960 Mostly 

omitted 

The sale of what is 

produced - seller’s needs 

▪ Aggressive promotion and sales 

▪ Obtain quick profit by volume 

fluctuation 

„Don’t you like 

black? What if I will 

offer you a free roof 

against the sun? 

1940-

1950 

1950- 

1960 

The early 

1990s 

Define what buyers 

want  - buyers’ needs 

▪ Integrated marketing 

▪ Defining the needs before 

performing the production 

▪ Profit obtained by increasing 

buyer’s loyalty and satisfaction 

„Let's see if they 

want it black, and if 

they want something 

extra” 

since 

1960 

since 1970  since mid-

1990s 

 

 

 

Table 2.3. The four P and four C's of marketing 

The four P’s The four C’s 
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Product Client 

Price Cost 

Placement Convenience 

Promotion Communication 

 

 
Figure 2.1. The evolution of marketing (major steps) 

 

 
Figure 2.2. The evolution of marketing 

 

 

 

 



INTERDISCIPLINARY APPROACHES BETWEEN TRADITIONAL AND MODERN METHODS 

NORD 1  International Conference 

 

 

38 

 

 

 
Figure 2.3.a-e. The evolution of relating concepts on the role of marketing in business 
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Abstract 

 

Tourism is the act of travelling for a person or group of people from their own locality to a 

specific destination in a short term or long term period either for leisure or business 

purposes.   Tourism is an important sector in the Malaysian economy where tourism 

development will lead to the positive economic development of the country and in general 

improve the quality of life for all citizens. Therefore, forecasting tourist arrivals with high 

accuracy becomes important since it may ensure the development and the readiness of all 

tourism related industries such as hotels, transportation, food and services industries and 

their best shape.  This study focuses on tourist arrivals in Langkawi Island as one of the 

major tourist attractions situated in the northerly region of Peninsular Malaysia.  

Importantly, this paper attempts to measure and compare the performance of forecasting 

with Exponential Smoothing, ARIMA and ARFIMA models using the R software package. 
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1. Introduction 

Tourism is an important sector in the Malaysian 

economy.  As viewed by Les Lumsdon (1997), 

tourism is a complex activity and geographical 

aspects to try to get a variety of different services 

and different situations from the point of origin to 

destination.  According to the definition given by 

the World Tourism Organization (UNWTO), 

tourism comprises the activities of persons 

travelling to and staying in places outside their 

usual environment for not more than one 

consecutive year for leisure, business and other 

purposes (UNWTO, 2014).  Thus, tourist arrivals 

can either be classified as domestic or international.  

Importantly, tourism development will contribute 

to positive economic development and improve the 

quality of life for all citizens.   

The increase in tourist arrival either 

domestic or international, indicates a healthy 

economy to Malaysia.  Based on the monetary 

economics view, this means that increase in 

domestic tourist ensure less currency outflow and 

increase in international tourist will increase the 

foreign currency inflow to the country.  This can be 

proven by past data in this study.  Based on the 

report from the Department of Statistics, Malaysia 

(2013), the domestic visitors from urban areas 

recorded the highest spending MYR36.1 billion 

(75.6 per cent) of the total expenditure MYR47.8 

billion while, domestic visitors from rural areas 

spend only 24.4 per cent or MYR11.7 billion. Total 

expenditure for both categories of visitors each 

increased by 13.7 percent and 10.1 percent 

compared to the year 2011.   

In addition, in 1998 the number of tourist 

arrivals in Malaysia is only at 5.56 million with a 

total receipts of approximately MYR 8.6 billion.  

This number has increased drastically over the 

decades and in year 2013, the total number of 

tourist arrivals has reached to 25.72 million with a 

total receipts amounted to approximately MYR 

66.44 billion, a growth of 398% over the 15-year 

period.  It was reported by the Malaysia Tourism 

Promotion Board (MTPB) that the number is still in 

the rising trend when in the year 2014, it is 

recorded a total number of 27.44 million tourist 

arrivals which is equivalent to approximately 6.7% 

growth from the previous year 2013 (MTPB, 

2014).  Significantly, according to the World 

Travel and Tourism Council annual report (2014), 

the direct contribution of travel and tourism to 

Gross Domestic Product (GDP) was MYR 70.4 

billion (7.2%  of  total GDP) in 2013, and is 

forecast to rise by 7.0% in 2014, and to rise by 

4.4% pa, from 2014-2024, to MYR115.4 billion 

(7.6% of total GDP) in 2024.  In addition, the total 

contribution of Travel and Tourism to GDP was 

MYR158.2 billion (16.1% of GDP) in 2013, and is 

forecast to rise by 6.8% in 2014, and to rise by 

4.5% pa to MYR 262.5 billion (17.3% of GDP) in 

2024.  Thus, this reflects the importance of travel 

and tourism industry in boosting the economy of 

any country in the world including Malaysia. 

In this paper, the tourist arrivals analysis is 

focused mainly on Langkawi Island, one of the 

famous tourism destination located in the utmost 

northern part of Peninsular Malaysia.  Langkawi 

Island provides a spectacular escape for both 

business and leisure.  This is true based on the 

historical data of the tourist arrivals which shows 

an increasing trend since 2005 until now.  Statistics 

provided in Langkawi Development Authority 

(LADA) websites indicate that the tourist arrivals 

in 2005 were recorded at 1.84 million and this 

number has increased to 3.57 million in 2014, a 

percentage increase of approximately 94% (LADA, 

2015).  Due to the increasing trend, it is crucial to 

forecast the number of tourist arrivals with 

accuracy since it will benefit the direct and indirect 

activities that related to the tourism industry.  Thus, 

the government or related organization and 

agencies could use the forecast figure to encourage 

social, economic and physical development of 

Langkawi, to establish a development scenario 

such as preservation of natural resources, to 

establish a development for a conducive 

environment, and also to create attractive 

opportunities for foreign investors (Marzuki, 2011). 

 

2. Literature Review 

 Forecasting is the act of making 

predictions about the events or circumstances that 

will occur in the future (Bowerman and Connell, 

1999).  Forecasting is very important for prediction 

of future events and needs to be incorporated into 

any decision making process. Predictions of events 

are dependent on information concerning events 

which occurred in the past and using time series 

data to provide predictions. 

 Forecasting technique is based on two 

main methods, the explanatory methods and the 

extrapolation methods. Explanatory method is a 

method of forecasting by pointing to factors that 

are believed to affect the analysis of predictive 

value. Meanwhile, the extrapolation method is 

forecasting techniques based on past data for the 

event (Arsham, 1994).  According to Kulendran 

and Witt (2001), the first study of forecasting in the 

field of tourism has been run by Martin and Witt in 

1989. They use seven different methods to make 

comparisons, including exponential smoothing and 

linear regression.  Since then, the study of tourism 

through forecasting techniques has continued.  In 

2008, a study on tourist arrival to Malaysia using 

forecasting technique was done by Mahendran 

Shitan.  Shitan (2008) in his study, update and 

compare the performance of three time series 

models, using ARMA and ARFIMA models, for 
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modelling tourist arrivals to Malaysia.  In the study, 

he found that ARFIMA(0, -0.2058, 12) model was 

the best model.  However, in his study, the 

evaluation data set used is also used in the 

modelling process.  In another study by  

Nanthakumar, Subramaniam, and Kogid (2012), 

forecasting tourism demanded from ASEAN 

countries to Malaysia was evaluated using 

SARIMA approach and found that  seasonality 

model does not offer any valuable insights or 

provide reliable forecasts of tourism demand in 

Malaysia by ASEAN countries. 

 

3. Methodology 

 The data set used in this study is discussed 

in section 3.1 and continued with a brief discussion 

of the models used in this study in section 3.2. 

3.1 Data 

 The data used in this study were obtained 

from a secondary source.  Tourist arrivals statistics 

were obtained from the LADA websites.  The data 

sets consist of 156 monthly statistics on tourist 

arrivals to Langkawi Island from January 2002 

until December 2014.   

 Figure 1 displays a time series plot for all 

the 156 data from January 2002 until December 

2014.  It is clear that the total number of tourist 

arrivals shows a gradual growth every year with a 

consistent fluctuation showing a seasonal effect on 

the rise and fall on the number of tourists entering 

Langkawi Island.  The plot also shows that the data 

is not a stationary time series. 

3.2 Exponential, ARIMA and ARFIMA Models 

 The models investigated in this study 

come from three family models, namely 

Exponential Smoothing, Mixed Autoregressive 

Integrated Moving Average (ARIMA) with 

Seasonal Component, and Fractionally Integrated 

ARMA (ARFIMA).  In this section, a brief 

description on each of the models is discussed. 

 Exponential smoothing is a forecasting 

technique that establishes a simple statistical model 

for time series.  It tries to detect the “change” in a 

time series using the new observed time series data 

to estimate the parameter that gives the most 

“recent” time series value (Bowerman and 

O’Connel, 1999).  The exponential smoothing 

model family ranges from the simplest form of 

simple exponential smoothing to an exponential 

smoothing models that include not only trends but 

also the seasonal effect.  Please refer Bowerman, 

O’Connell and Koehler (2005) for the complete 

state space models for exponential smoothing 

methods.  However, in this study, a total of fifteen 

exponential smoothing methods will be evaluated 

and the best method will be used for evaluation 

purpose.  All of the fifteen exponential smoothing 

methods adapted from an article written by 

Hyndman and Khandakar (2008) are presented in 

Table 1. 

 Under the stationary assumption, a mixed 

autoregressive and moving average model or 

simply denoted as ARMA(p,q) can be modeled and 

defined as a random variable{Yt} given  by 

(1 – ϕ1 B – ϕ2 B2 + ... + p Bp) Yt = µ + 

(1 - 1B - 2B2 - ... - qBq)εt 

 When the stationary assumption of the 

variable is not met, then the ARIMA model will be 

formulated.  Since the data used in this study show 

a seasonal pattern, as discussed in section 3.1, 

ARIMA with seasonal component model will be 

estimated and evaluated.  In general the model is 

denoted as ARIMA(p,d,q)(P,D,Q)m and is defined 

as 

(Bm) (B) (1- Bm)D(1-B)d Yt = c + (Bm) (B) εt 

where B is the usual backward shift operator. 

 If the value of d satisfies 0 < |d| < 0.5, then 

a long memory process or Fractionally Intergrated 

ARMA is obtained which is often denoted as 

ARFIMA(p,d,q).  In general, a stochastic process 

{Yt} is called an autoregressive fractionally 

integrated moving average process 

(ARFIMA(p,d,q) process) if the fractionally 

differenced process is an ARMA process, i.e., 

(1 - φ1L - … - φpLp)(∆dYt) = (1 + θ1L + … + 

θqLq)(ut), 

where d is not restricted to integral values. 

 

4. Results 

 This section provides the discussion on the 

results of our study.  First of all, the data set was 

first divided into two sets, a training set for 

estimation of the model parameters, and the test or 

evaluation set to evaluate and compare the models 

in order to find the best models to forecast the 

tourist arrivals to Langkawi Island.  The training 

set contains 132 data points from January 2002 

until December 2012, while the evaluation set 

consists of two-full year cycle from January 2013 

until December 2014.  The three best models from 

each model family are given below. 

Model 1 

ETS(A,N,A) for monthly Langkawi Island tourist 

arrivals.  This is an additive error model with no 

trend and with a monthly seasonal pattern such that 

the estimated parameters are given as, 

(α = 0.1919, γ = 0.0001, l = 162437.0914, s-11 = 

108991.1, s-10 = 9222.1, s-9 = -24644.4, s-8 = -

27324.2, s-7 = -6951.6, s-6 = -5666.2, s-5 = 19571.0, 

s-4 = -6517.1, s-3 = -31658.6, s-2 = -4538.2, s-1 = -

3068.4, s0 = -27415.6) 

Model 2 

ARIMA(1,0,2)(0,1,1)12 model with drift for 

monthly Langkawi Island tourist arrivals with 

parameter estimates given as, 

(1 = 0.7795, 1 = -0.7552, 2 = 0.2061, 1 = -

0.4152, c = 789.9110) 

Model 3 

ARFIMA(12,0.25,11) with estimated parameters: 

(1 = 0.125, 2 = -0.063, 3 = -0.020, 4 = 0.003,  
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5 = -0.128, 6 = 0.191, 7 = -0.053, 8 = 0.057,  

9 = 0.014, 10 = 0.006, 11 = 0.219, 12 = 0.819,  

1 = 0.807, 2 = -0.251, 3 = -0.188, 4 = -0.146,  

5 = -0.472, 6 = 0.088, 7 = -0.667, 8 = -0.199,  

9 = -0.233, 10 = -0.028, 11 = 0.207, d = 0.253) 

 

 All analysis was carried out using R 

software packages (R Core Team, 2014a), namely 

R forecast package (Hyndman, 2015), R 

fracdiff package (Fraley, Leisch and 

Maechler, 2012) and R stats package (R Core 

Team, 2014b).  We let {Yt} be the monthly 

tourist arrivals to Langkawi Island.  Using function 

ets() and auto.arima(), the best model from each 

method were automatically selected based on the 

lowest Akaike Information Criterion (AIC) values.  

However, for ARFIMA model, the initial values for 

p and q were estimated using computer software 

ITSM2000. 

 Based on the three models, a two-year full 

cycle from January 2013 until December 2014 of 

tourist arrivals were predicted.  The actual values 

and the predicted values together with the 80% and 

95% confidence interval for Model 1, 2 and 3 were 

plotted in Figure 2, 3 and 4 respectively.  In 

addition, a plot of all the predicted values for all the 

three models is presented in Figure 5.  Clearly from 

Figure 5, both Model 1 and Model 2 seem to be 

underestimating the tourist arrival in Langkawi 

Island.  However, predicted values obtained from 

Model 3 show a better estimation since the 

predicted line is much closer to the actual data as 

compared to Model 1 and Model 2. 

 Further investigation was carried out in 

order to evaluate the performance of each model 

and decide on the best model that suits the data.  

This study chose four criteria of accuracy measures 

which are the mean absolute error (MAE), the root 

mean square error (RMSE), the mean absolute 

percentage error (MAPE), and acceptable output 

percentage (Z).  In this study, the reference point 

for evaluation outcome, Z was set for 15%.  Each 

of these accuracy measures is defined respectively 

by the following formula, 
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where iy  and iy


 respectively are the actual 

observed values and the predicted values for the 

period of January 2013 until December 2014. 

 The summary of all the four accuracy 

measures used in this study is presented in Table 2.  

Based on the values presented in the summary 

table, we can see clearly that it supported our 

investigation earlier through the graphical display.  

Model 3 is concluded to be the appropriate forecast 

model for modelling tourist arrivals in Langkawi 

Island since it has the lowest error measure for 

MAE, RMSE, MAPE and the largest value for the 

Z output score.  Thus, using Model 3, we forecast 

the monthly tourist arrivals to Langkawi Island for 

the year 2015.  The forecasted values together with 

the 80% and 95% confidence level is presented in 

Table 3 while the plot of these values is displayed 

in Figure 6.  Clearly from both the Table 3 and 

Figure 6, the number of tourist arrivals to 

Langkawi Island keeps increasing in the long run 

for the year 2015 with a total number is expected to 

exceed 3.9 million tourists, a growth of 

approximately 10.2% from the previous year. 

 

5. Conclusion 

 The purpose of this paper was to compare 

the performance of modelling Langkawi Island 

tourist arrivals using exponential smoothing, 

ARIMA and ARFIMA model.  Finding the best 

model for each class under study has been much 

easier with the automatic model builder in R 

package used in this paper.  Based on the result 

obtained, we found that the ARFIMA model is the 

most reasonable and the most appropriate for 

modelling tourist arrivals to Langkawi Island.  The 

conclusion of the best model was made based on 

the lowest MAE, RMSE, and MAPE measures and 

the largest Z percentage value.  The approximate 

95% confidence interval for the forecast value at 

the end of year 2015 range between as low as 345 

thousand to as high as 622 thousand with a forecast 

value of approximately 484 thousand.  Hence, with 

high accuracy in forecasting the tourist arrivals, 

tourism related industries and also the local 

authority like LADA can strategically plan the right 

action to be taken up in order to cater the increasing 

number of tourists visiting Langkawi Island, 

provided that there is no drastic change in policy by 

the government or any other events that may 

directly impact the tourism industry.  For further 

research, multivariate analysis can be done by 

including other explanatory variables in order to 

understand what are other influences that reflect the 

increasing number of tourists in Langkawi Island.  

Specific tourist attraction areas or places around 

Langkawi Island could also be studied for 

improvement purposes to attract more tourists. 
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Table 1 

The fifteen exponential smoothing methods 

Trend 

Component 

Seasonal Component 

N (None) A (Additive) M (Multiplicative) 

N    (None) 

A    (Additive) 

Ad   (Additive damped) 

M   (Multiplicative) 

Md  (Multiplicative damped) 

N,N 

A,N 

Ad,N 

M,N 

MdN 

N,A 

A,A 

Ad,A 

M,A 

MdA 

N,M 

A,M 

Ad,M 

M,M 

MdM 

Source. Hyndman and Khandakar (2008) 

Table 2 

MAE, RMSE, MAPE and Z values 

 MAE RMSE MAPE Z 

Model 1 ETS(A,N,A) 38228.8 47877.7 12.57% 66.7% 

Model 2 ARIMA(1,0,2)(0,1,1)12 33177.3 37134.8 11.47% 33.3% 

Model 3 ARFIMA(12,0.25,11) 29401.5 36833.8 10.93% 75.0% 

 

 

Table 3 

Forecast of Tourist Arrivals to Langkawi Island from January 2015 to December 2015 using 

ARFIMA(12,0.25,11) 

Month Forecasted Value 80% Confidence Interval 95% Confidence Interval 

January 343208.1 (273762.4, 412653.8) (237000.1, 449416.1) 

February 270382.2 (200812.3, 339952.1) (163984.2, 376780.2) 

March 259523.3 (189290.5, 329756.2) (152111.5, 366935.2) 

April 244793.6 (172602.2, 316985) (134386.4, 355200.8) 

May 298408.3 (224118.9, 372697.7) (184792.5, 412024.2) 

Jun 373135.8 (296622.1, 449649.5) (256118.2, 490153.4) 

July 318888.6 (238135, 399642.2) (195386.7, 442390.6) 

August 298237.1 (214610.9, 381863.3) (170341.9, 426132.3) 

September 301907.6 (215548.6, 388266.6) (169832.9, 433982.3) 

October 324198.3 (236047.6, 412349) (189383.4, 459013.2) 

November 421945.5 (332845.5, 511045.5) (285678.8, 558212.1) 

December 483736.6 (393256.2, 574217) (345358.8, 622114.4) 

 

Tourist Arrival to Langkawi Island
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Figure 1. The time series plot of the monthly tourist arrivals to Langkawi Island data from January 2002 to 

December 2014 
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Forecasts from ETS(A,N,A)
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Figure 2. Plot of predicted values and actual observed values using Model 1 
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Figure 3. Plot of predicted values and actual observed values using Model 2 
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Figure 4. Plot of predicted values and actual observed values using Model 3 

 

 
Figure 5. Plot of predicted values and actual observed values for all three models. 
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Figure 6. Forecast for January 2015 to December 2015 using ARFIMA(12,0.25,11) 
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Abstract 

 
During the last years, neural network becomes one of the instruments used in modelling and forecasting the 

GDP.  

This article provides an interesting parallel between neural network back-propagation and the regression 

models. The GDP in emergence economies like Romania is strongly affected in positive and negative manner by 

some non-linear factors,  such as exports, fiscal policy, agriculture, constructions, retail, etc and this is the main 

reason of using artificial intelligence to catch as accurate as possible the GDP fluctuations. But the maximum 

potential of neural network will be seen only together with the econometrics techniques. For both the testing 

and validation, the correlation between actual data and the predictors proved to be greater than 0.95 when 

using neural packages implemented in MATLAB.  

In conclusion neural networks constitutes an extremely powerfully instrument which has to be included in tool-

box of any researcher in the process of GDP modelling and forecasting. 
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1. Some macro introduction  

Last year we saw a strong growth (3.5%, the 

second fastest in EU28 after Latvia) but it was 

exclusively driven by external demand. This year 

had been expected to show an improvement in 

structure as domestic demand was to enjoy the 

benefits of lower inflation, lower funding cost, 

slightly improved confidence and maybe even 

some election related spending, while exports were 

to be supported by a euro area that had returned to 

growth. However, the recovery in domestic 

demand has been affected by unexplainably cut 

public expenditures and volatile taxes. Moreover, 

there are signs that private consumption and net 

exports, the only growth drivers, will start to 

decline over the coming quarters while monetary 

support has already been consumed. The good 

news are about the EU funds absorption which are 

also showing signs of  zigzag evolution; the last 

year’s performance was largely a payback after a 

number of programs were frozen in 2012-

2013.With this in mind, it is unlikely that the 

growth picture will see any material improvements 

in the near future and this is concerning since the 

starting point is not so generous: Romania had a 

sequential contraction in both Q12014 and Q22014 

followed by a recovery in Q32014 of 1.8% and 

0.5% in Q42014. 

With a new government very likely this 

year, a return of fiscal consolidation after two years 

of pause, higher US dollar rates, continued 

geopolitical uncertainty and less monetary support 

in the pipeline, Romania’s near term outlook is 

definitely less good. 

 

2. Tactical approaches in GDP prediction: 

econometrics vs. artificial intelligence 

The aim of this paper is to presents the usage of 

neural networks to model processes where linear 

functions fail to get accurate the economic 

phenomena. A linear relationship between a 

dependent variable and some independent inputs 

involves a constant rate of changes. For example, 

sales in a shopping centre are directly influenced 

by the increasing proportion of income buyers who 

lives in that area. But most of economic time series 

such as inflation index, GDP and a number of 

social phenomena show behaviour that exceeds the 

"linearity" in independent variables. The next 

logical step would be to use polynomial models 

when graphics shows a non-linear relation between 

the effect variable and the cause variables. In case 

of not possible to evaluate graphically the relation 

cause-effect then some statistical tests like Fisher, 

Student are used to accept or reject the model and 

also to his parameters. Actually the following four 

hypotheses impose limitation on most of the 

econometrics models. 

H1: The errors of the model follow a Gaussian 

repartition 

The assumption of normality is only 

required for significance tests and confidence 

intervals in estimating the parameters. The tests 

Fisher, Student and 𝜒2 requires that data sample 

extracted from the general population to be normal. 

The impact of non-normality of least squares 

depends on the degree of departure from normality 

and the types of model used. The estimation is not 

affected by the presence of non-normality 

hypothesis: the estimators obtained by the least 

squares are still the most good (in the sense of 

unbiased) estimators if the hypothesis H2-H4 are 

met. If H1 is not valid then in general probabilities 

associated with the significance tests for model and 

parameters will not be accurate and as affect the 

estimation of confidence intervals seems most 

affected by the fact that the two tails of the 

Gaussian function will not symmetrically assigned 

the same probability.  

H2: The variation of the model is homogeneous  

In LS we assume that each observation of 

the dependent variable contains the same amount of 

information and as consequences each of these has 

the same importance or weight. Heterogenic 

variation means that some observations contain 

much information than others in sense of 

explaining the model. The direct impact of not 

taking into consideration of this hypothesis is 

losing the accuracy of estimators. Most of the time, 

the same causes which determine a model with 

non-normal distribution of errors will also impact 

on heterogeneous variation as in most of the cases 

the variances strongly is related with the mean of 

distribution. 

min 𝑆 =  ∑ 𝑤𝑖𝑖𝑟𝑖
2

𝑛

𝑖=1

 

𝑤𝑖𝑖 =  
1

𝛿𝑖
2  

∑ 𝑤𝑖𝑖

𝜕𝑓(𝑥𝑖 , 𝛽)

𝜕𝛽𝑗

 

𝑛

𝑖=1

𝑟𝑖 = 0, 𝑗 = 1, … , 𝑚 

∑ ∑ 𝑥𝑖𝑗

𝑚

𝑘=1

𝑛

𝑖=1

𝑤𝑖𝑖𝑥𝑖𝑘𝛽�̂� = ∑ 𝑥𝑖𝑗

𝑛

𝑖=1
𝑤𝑖𝑖𝑦𝑖   

 

If the errors are not correlated and the matrix of 

weights W is diagonal then we shall have: 

(𝑋𝑡  𝑊 𝑋 )�̂� =  𝑋𝑡  𝑊 𝑌 

 

H3: The model we chose is adequate  

The estimators determined by least 

squares are unbiased if and only if the model we 

have chosen is adequate. For example if an 

independent variable is omitted from the model 

(desired or not) then the removed estimator is 

equally to the population variance (Fuller) and the 

variables of the model are biased (excepting the 

situation when the variable omitted is collinear 

with the rest of the variables in model). On the 
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other hand, many non-linear models can be made 

linear using some transformations (e.g. Taylor, 

techniques of factorization) and the linear model 

obtained will be a satisfactory approximation over 

some closed interval. In case the approximation is 

not adequate, the results of LS will generate 

estimators as in case we missed a variable in the 

model. Identifying the proper model depends 

mainly on two factors: how complicated is the 

process and the amount of information available on 

the system. The variance of the model must be 

compared with the estimator of the dispersion of 

population (if this is known) and this will be the 

criteria for identifying the term which must be 

included in model. 

H4: The variables of the model are non-collinear 

 This is one of the most important hypotheses in 

econometrics when LS method is applied. We 

know that solution of un-biased estimators is given 

by: 

 β̂ = (𝑋𝑡 𝑋)−1  𝑋𝑡  𝑌   

Ŷ = X β̂ 

In case of two variables of the model are 

collinear then the matrix product (𝑋𝑡 𝑋) will not 

admit inverse. And even the correlation is not 1 

between two of any variables like 𝑋𝑖 and 𝑋𝑗 then 

the estimators  β̂  might be also instable in sense of 

a small modification into one factor will 

dramatically change the output. Actually there are 

some techniques to avoid this effect: the Gram-

Schmidt ortho-normalisation process, or the 

method of principal components. So, even in the 

formation of GDP there are few hundreds of items, 

practically the variation of national output might be 

explained with the help of the following indicators: 

gross capital formation, unemployment rate and 

exports which explain more than 80% of the output 

variance. 

2.1 Neural networks: the best we have in 

machine learning 

 Due to all these four major limitations 

imposed by the econometric techniques, we must 

think to a complementary approach in order to 

improve the quality of the predictors. We need an 

algorithm which is not thwarted into so many 

hypotheses4 (Ke-Lyn et al, 2014). So we are going 

to discuss over an algorithm which has raised most 

of the debates in AI both in academic and industry 

since it has been promoted: the back-propagation 

algorithm. At the end of the last century it has been 

considered that this learning algorithm represents 

one the most robust and efficient and will come up 

with a solution to all non-linear problems in 

economic, science, medicine, etc. Many benchmark 

tests show that BP and others derived from him are 

the most effective algorithms we have this days. 

This article has not the intention to create a debate 

between AI vs. statistics in terms of accuracy in 

prediction but we will reflect the advantages of 

using BP algorithm for modelling the GDP 

evolution. A neural network is put together by 

hooking together many of our simple "neurons," so 

that the output of a neuron can be the input of 

another. Further we come up with a version BP 

using the gradient descent technique. 

The neural network shown in the Figure 

A1 has three input units, three hidden units, and 

one output unit. We note nl as the number of 

layers, so nl = 3. The layer L1 is the input layer 

and layer Lnl
 is the output layer. Our neural 

network has the parameters: 

 (w,b) = (w(1),b(1),w(2),b(2)), where wi,j
(l)

 

denotes the parameter (or weight) associated with 

the connection between unit j in layer l, and unit i 

in layer l + 1. bi
(l)

 is coding the bias associated with 

unit i in layer l+1. We see that w(1) ∈ ℛ3×3 and 

w(2) ∈ ℛ1×3. We note sl as the number of nodes in 

layer l (without counting the bias units).  

We will write  ai
(l)

 to denote the activation 

(the output value) of unit i in layer l. For l = 1, we 

also use ai
(1)

= xi to denote the i-th input. We 

define a hypothesis hw,b(x) that gives us a real 

number. The activation of the layer 2 and the 

output y = hw,b(x) are given by:  

𝑎1
(2)

= 𝑓(𝑤11
(1)

𝑥1 + 𝑤12
(1)

𝑥2 + 𝑤13
(1)

𝑥3 + 𝑏1
(1)

) 

𝑎2
(2)

= 𝑓(𝑤21
(1)

𝑥1 + 𝑤22
(1)

𝑥2 + 𝑤23
(1)

𝑥3 + 𝑏2
(1)

) 

𝑎3
(2)

= 𝑓(𝑤31
(1)

𝑥1 + 𝑤32
(1)

𝑥2 + 𝑤33
(1)

𝑥3 + 𝑏3
(1)

) 

ℎ𝑤,𝑏(𝑥) = 𝑎1
(3)

= 𝑓(𝑤11
(2)

𝑎1
(2)

+ 𝑤12
(2)

𝑎2
(2)

+ 𝑤13
(2)

𝑎3
(2)

+ 𝑏1
(2)

) 

Let’s consider that: 

𝑧𝑖
(2)

= ∑ 𝑤𝑖𝑗
(1)

𝑥𝑗 + 𝑏𝑖
(1)

𝑛

𝑗=1

 

 𝑎𝑖
(𝑙)

= 𝑓(𝑧𝑖
(𝑙)

), 𝑖 ≔ 1, … 𝑚 or in matrix form: 

𝑧(2) = 𝑊(1)𝑥 + 𝑏(1) 

𝑎(2) = 𝑓(𝑧(2)) 

𝑧(3) = 𝑊(2)𝑎(2) + 𝑏(2) 

ℎ𝑤,𝑏(𝑥) = 𝑎(3) = 𝑓(𝑧(3)) 

We will compute layer l + 1's activations 𝑎(𝑙+1)  as:  

𝑧(𝑙+1) = 𝑊(𝑙)𝑎(𝑙) + 𝑏(𝑙) 

𝑎(𝑙+1) = 𝑓(𝑧(𝑙+1)) 

We can also build neural networks with 

other architectures, including ones with multiple 

hidden layers. The most common choice is a 𝑛𝑙 

layered network where layer 1 is the input layer, 

layer 𝑛𝑙 is the output layer, and each layer l is 

completed connected to layer l+1. In this setting, to 

compute the output of the network, we recursively 

compute all the activations in layer 𝐿2,  then layer 

𝐿3, and so on, up to layer 𝐿𝑛𝑙
, using the equations 

above that describe the forward propagation step. 

Neural networks can also have multiple output 

units. To train this network, we would need 

training examples(𝑥(𝑖), 𝑦(𝑖)), where 𝑦(𝑖) ∈ ℛ2. This 

type of network is useful if there are multiple 

outputs we are interested in prediction. Suppose we 
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have a fixed training set (𝑥(1), 𝑦(1)), … (𝑥(𝑚), 𝑦(𝑚)) 

of m training examples. For a single training 

example(𝑥, 𝑦), we define the cost function for that 

single example: 

𝐽(𝑊, 𝑏; 𝑥, 𝑦) =
1

2
||ℎ𝑤,𝑏(𝑥) − 𝑦||2 

We can write the cost function for all 𝑚 training 

examples as: 

              𝐽(𝑊, 𝑏)

= [
1

𝑚
∑ 𝐽(𝑊, 𝑏; 𝑥(𝑖), 𝑦(𝑖))

𝑚

𝑖=1

]

+
𝜆

2
∑ ∑ ∑(𝑊𝑗𝑖

(𝑙)
)

2
𝑠𝑙+1

𝑗=1

𝑠𝑙

𝑖=1

𝑛𝑙−1

𝑙=1

                                                  

= [
1

𝑚
∑ (

1

2
‖ℎ𝑤,𝑏(𝑥(𝑖)) − 𝑦(𝑖)‖

2
)

𝑚

𝑖=1

]

+
𝜆

2
∑ ∑ ∑(𝑊𝑗𝑖

(𝑙)
)2

𝑠𝑙+1

𝑗=1

𝑠𝑙

𝑖=1

𝑛𝑙−1

𝑙=1

 

This neural network can be trained using any kind 

of gradient algorithm. The second term1  

(Flemming, 2011) of the previous function is a 

regularization term, which has the impact to 

decrease the magnitude of the weights, and avoids 

over fitting. Our goal is to minimize the function 

J(W,b). To train our neural network, we will 

initialize each parameter 𝑊𝑖𝑗
(𝑙)

 and each 𝑏𝑖
(𝑙)

 with a 

small random value (according to a 𝒩(0, 휀2) 

distribution for some small 휀 ≅ 0.01), and then 

apply a gradient algorithm or based on Hessian 

matrix2 (Hagan et al., 1994). Since J(W,b) is a non-

convex function, gradient descent might end up 

into a local optima;  however, in practice gradient 

descent algorithm usually works well. It is 

important to initialize the parameters randomly, 

with values close to 0. The gradient descent 

updates the parameters W and b: 

𝑊𝑖𝑗
(𝑙)

= 𝑊𝑖𝑗
(𝑙)

− 𝛼
𝜕

𝜕𝑊𝑖𝑗
(𝑙)

𝐽(𝑊, 𝑏) 

𝑏𝑖
(𝑙)

= 𝑏𝑖
(𝑙)

− 𝛼
𝜕

𝜕𝑏𝑖
(𝑙)

𝐽(𝑊, 𝑏) 

where 𝛼 is the learning rate. The most important 

thing is computing the partial derivatives above. 

We further see that the derivative of the total cost 

function  𝐽(𝑊, 𝑏) for all m training set can be 

computed as:  

𝜕

𝜕𝑊𝑖𝑗
(𝑙)

𝐽(𝑊, 𝑏) = [
1

𝑚
∑

𝜕

𝜕𝑊𝑖𝑗
(𝑙)

𝐽(𝑊, 𝑏; 𝑥(𝑖), 𝑦(𝑖)) 

𝑚

𝑖=1

]

+ 𝜆𝑊𝑗𝑖
(𝑙)

 

𝜕

𝜕𝑏𝑖
(𝑙)

𝐽(𝑊, 𝑏) =
1

𝑚
∑

𝜕

𝜕𝑊𝑖𝑗
(𝑙)

𝐽(𝑊, 𝑏; 𝑥(𝑖), 𝑦(𝑖)) 

𝑚

𝑖=1

 

The intuition behind the back-propagation 

algorithm is as follows. For a single training 

example(x, y), we firstly run a "forward pass" to 

compute all the activations throughout the network, 

including the output y = hw,b(x). Then, for each 

node i in layer l, we would like to compute an 

"error term" δi
(l)

 that measures how much that node 

must be adjusted in order to produce the real 

output.  

Now we have all the ingredients to 

describe the full gradient descend algorithm. In the 

pseudo-code below, ∆W(l) is a matrix (of the same 

dimension as W(l)), and ∆b(l) is a vector (of the 

same dimension as b(l)). The algorithm is written 

as following:  

REPEAT 

1. Set ∆𝑊(𝑙) ≔ 0 , ∆𝑏(𝑙) ≔ 0  for all l 

2. For 𝑖 ≔ 1  𝑡𝑜 𝑚 do 

3.  

a. Compute  ∆𝑊(𝑡)𝐽(𝑊, 𝑏; 𝑥, 𝑦)and 

 ∆𝑏(𝑙)𝐽(𝑊, 𝑏; 𝑥, 𝑦) 

b. Set ∆𝑊(𝑙) ≔ ∆𝑊(𝑙) +
 ∆𝑊(𝑡)𝐽(𝑊, 𝑏; 𝑥, 𝑦) 

c. Set ∆𝑏(𝑙) ≔ ∆𝑏(𝑙) +
 ∆𝑏(𝑙)𝐽(𝑊, 𝑏; 𝑥, 𝑦) 

4. Update the parameters: 

𝑊(𝑙) = 𝑊(𝑙) − 𝛼 [(
1

𝑚
∆𝑊(𝑙)) + 𝜆𝑊(𝑙)] 

𝑏(𝑙) = 𝑏(𝑙) − 𝛼 [
1

𝑚
∆𝑏(𝑙)] 

until 𝐽(𝑊, 𝑏; 𝑥, 𝑦) < 0.01 

 

3. The influences of non-linear factors on GDP 

fluctuation 

According to Daianu3 (2009), the evolution of 

GDP, especially in emergent countries is strongly 

affected by the following types of factors which 

give an intense non-linearity pattern on short and 

medium term: 

A. The evolution of interest rate offered by 

the credit institutions and the local 

demand 

B. The absorption rate of structural EU funds 

C. High dependence of economies in which 

emerging countries does make exports 

D. The evolution of sectors who generate 

economic growth in the past such and 

sustainable growth in the future like: 

retail, constructions, IT etc. 

E. The economic and fiscal policy mix both 

driven by NBR and Government (hardly 

quantified) 

Despite the fact that is very unlikely to quantify 

each of these individual factors we are able to 

measure the effects by using the following 

aggregates indicators like: Gross Formation of 

Capital, Exports, Foreign Investments (see Table 

A1 for the major advantages of using the neural 

networks). 
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4. Research methodology  

Church and Curram5 (1996) showed for a particular 

case in studying the decline in the growth rate of 

consumer’s expenditures that using artificial 

intelligence will not give us better results compared 

with linear econometrics techniques. The argument 

was that at the end the neural networks are 

basically algorithms for minimizing the distances 

between the real output and the calculated after a 

finite number of training epochs which finally 

translates into least squares minimizations 

problems. In our opinion the structure itself of a 

neural network is sufficient to provide a better 

adaptability to non-linear data compared with 

regressions techniques by using of so called hidden 

layers and then finding the ponders (using gradient 

functions or Hessian matrix) is much better in 

prediction then estimating parameters of an 

econometric model which is limited by those four 

strong hypothesis imposed. 

Our goal is to comprehend to evolution of the 

Romanian GDP and we will do this by using two 

distinct neural networks types: 

- Nonlinear autoregressive (NAR) to predict 

series 𝑦(𝑡) given d past values of  𝑦(𝑡), so 

the model is: 

𝐺𝐷𝑃(𝑡) = 𝑓(𝐺𝐷𝑃(𝑡 − 1), … 𝐺𝐷𝑃(𝑡
− 𝑑)) 

- A panel analysis where GDP is influenced 

by some endogenous variables(like 

unemployment rate, public investments, 

etc.), so the model is a non-linear relation: 

𝐺𝐷𝑃𝑡 = 𝑓(𝐸𝑥𝑝𝑡 , 𝐺𝐹𝐹𝐶𝑡−1, 𝐶𝑡
𝑙) 

By using artificial intelligence the time 

series models (NAR models) are able to learn the 

seasonality given by specificity in industrial, 

agricultural or construction activities (due to the 

weather conditions summer vs winter) so is not 

needed to adjust the time series. 

The most time-consuming task in Machine 

Learning is to find the “best” neural network 

architecture able to make accurate and stable 

predictions. So the following steps have been taken 

into consideration: 

First step is to select the variables which 

influence significantly the output. This selection 

will be done using econometric method. The 

second step is to determine how many hidden 

layers (and also the number of neurons for each of 

the hidden layer) will have the “best” network. 

Some authors proposed few techniques for 

estimating the number of neurons and number of 

layers of an artificial neural network6 (Lawrence et 

al.,1996); our approach is reflected in Figure A2. 

The third step is to assign a number of n 

nodes to each neural network structure and to train 

in parallel all of them by learning the ponder wij. 

Then the best network is going to be generated by 

using different k starting values. The final step will 

give us the best network for all the architectures 

and it will be determined using a performance 

function like mean square error for the validation 

set7 (Elisseeff, 1997).  

We propose the Neural Network with type 

Back-Propagation due to his powerfully flexibility 

in modelling the non-linear data. The projection 

and implementation of the optimal package has 

been done using Matlab packages software which 

posses extremely powerfully minimizations of non-

linear functions. 

MATLAB implements the best numerical 

algorithms for various types AI problems, 

outputting a very accurate classifications and 

regressions for the massive structure of data and is 

intensely used in academic and industry 

environments. 

The data is being split as following: 70% 

of total data (41 records) is allocated for training, 

15% for the validation and rest of 15% for testing, 

randomly selected. We have used as training 

function the algorithm trainlm that updates weight 

and bias values according to Levenberg-Marquardt 

optimization. Trainlm is usually the fastest back-

propagation algorithm in the toolbox, and is highly 

recommended as a first-choice supervised 

algorithm, although it does require more memory 

than other algorithms. Even there are many 

methods for determining the optimal number of 

hidden nodes, doing heuristic experiments we 

found that the conclusion was that the 

autoregressive model must have the following 

architecture strictly applied to Romanian economy 

for interval 2000-2014 with quarterly data (10 

nodes on 1 hidden layer and a period of two lags).  

 

5. Results 

5.1 Using a non-linear autoregressive model 

The optimum model to be used in prediction is 

shown in Figure A3 and has one hidden layer with 

10 nodes and 2 input nodes reflecting the lag 

period. The MSE indicator of the validation set (see 

Figure A4) reflects that at epoch number 29 is at 

minimum so further training of the network will 

not give us an improvement of the predictive 

performance even the training error is continuing to 

decrease. That is what is often called in the 

literature as bias-variance compromise.                                                              

Figure A5 (see above) shows us the 

strengthen of the BP algorithm in modelling the 

non-linear pattern for the simulated data based on 

trained network and Figure A6  reflect the  fact that 

correlations between the training set and real output 

and also for the testing set and the real output was 

greater than 0.99.At the end of the article is 

presented the source code in MATLAB for doing 

predictions of the time series using time recurrent 

neural network (see Appendix A for the 

implementation source code). The values were 

adjusted with PCI index and are shown in local 

currency (millions ron). The GDP forecast for the 

http://en.wikipedia.org/wiki/Statistical_classification
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next eight quarterly based on the model is 

presented in Figure A7. 

5.2 The Structural model  

The econometric relation between the GDP and the 

variables is written as: 

𝐺𝐺𝐺𝐺 = 24329 + 0.8649𝐺𝐺𝐺𝐺 + 1.1𝐺𝐺𝐺𝐺𝐺−1

+ 41194𝐺𝐺
𝐺𝐺𝐺𝐺𝐺 + 𝐺𝐺 

 

We notice that the most important impact in 

formation of GDP have the gross capital formation 

and exports, whereas the most sensitive variable is 

the index cost of labour. It is notable that the gross 

capital formation has a much impact on output 

growth compare with the exports because: 

 
𝐺𝐺𝐺𝐺𝐺

𝐺𝐺𝐺𝐺𝐺𝐺−1

>
𝐺𝐺𝐺𝐺𝐺

𝐺𝐺𝐺𝐺𝐺

 

 

Using principal component analysis we find out 

that GDP is mainly driven by the exports, the gross 

capital formation, and the labour cost. These three 

variables explain 84.42% of the GDP variation. So 

basically the requirement from the neural network 

is to find a non-linear relation such that: 

 

𝐺𝐺𝐺𝐺 = 𝐺(𝐺𝐺𝐺𝐺,𝐺𝐺𝐺𝐺𝐺−1,𝐺𝐺
𝐺) 

 

First step is to select after hundreds of training sets 

which network type (Elman back-propagation, 

layer recurrent, etc.) is the most suitable for our 

problem among the bellow neural networks 

models. The criteria for selecting the best model 

will be a validation performance indicator: mean 

square error, after a finite number of training 

epochs, where validation error is at minimum point. 

The number of training epochs was set to 1000.The 

second step is to find the best topology for the 

network. The best validation performance was 

attained when the feed-forward back-propagation 

network, which has 2 hidden layers with 10 nodes 

on the first layer, has been used (see Figure A8). 

The correlations between the training set and real 

output and also for the testing set and the real 

output was greater than 0.99 (see Figure A9). 

Again the MSE indicator of the validation 

set reflects that at epoch number 11 is at minimum 

so the further network training will not give us an 

improvement of the predictive performance even 

the training error is continuing to decrease. 

 

∑ 𝐺𝐺𝐺(𝐺𝐺𝐺𝐺𝐺𝐺
𝐺𝐺𝐺𝐺𝐺𝐺_𝐺𝐺𝐺𝐺𝐺𝐺𝐺) = 122

59

𝐺=1

< 203 = ∑ 𝐺𝐺𝐺(𝐺𝐺𝐺𝐺𝐺𝐺
𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺)

59

𝐺=1

 

 

Despite the limited number of examples 

we had, it can be seen that the total error get in 

simulations using back-propagation algorithm is 

much better than classically linear regression  and 

might be used further in GDP forecasting on a 

different country or period of time (see Table A2). 

So we positively recommend the neural network 

algorithms to be further implemented. 

 

6. Interpretation of the results and further 

considerations on the Romanian economy 

Despite the fact we had a limited number of 

observations in training set the following 

conclusions might be seen: 

C1: Econometric models will remain appreciated in 

the future in analyses but techniques based on 

Learning Machine, like neural network can be 

more précised on short term forecast; these are both 

complementary; 

C2: Based on the result of the study, we predict an 

acceleration of GDP growth in 2014 up to 3.5%, as 

effect on stimulation of the consumption, followed 

by stagnation in 2015 as effect of reduction in 

public investments and a possible stagnation of 

exports to major partners and a probable stagnation 

even in 2016. 

C3: In the absence of a complex approach which 

must take into consideration other major sources of 

development (the absorption of EU funds is still 

limited),  the Romanian economy  will be closely 

dependents by the external economic shocks and in 

absence of investment stimulations the economic 

growth in the next 5 years will be recessionary or 

zigzags. 

C4: As a general conclusion we might assume that 

the discrepancy with the UE area will not be 

significantly diminished on a term of 5 years. 

Further analysis on GDP forecast must also include 

some factors which might influence the GDP 

formation like the EU funds absorption, etc. 

This technique presented in this article might also 

be extended to other financial forecast like 

evolution or prediction of derivatives, futures or 

currency/bonds, etc. 
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Appendix A 
targetSeries = tonndata(data,true,false); 
feedbackDelays = 1:2; 

hiddenLayerSize = 10; 

net = narnet(feedbackDelays,hiddenLayerSize); 
net.inputs{1}.processFcns = {'removeconstantrows','mapminmax'}; 

[inputs,inputStates,layerStates,targets] = preparets(net,{},{},targetSeries); 

net.divideFcn = 'dividerand';  % Divide data randomly 
net.divideMode = 'time';  % Divide up every value 

net.divideParam.trainRatio = 70/100; 

net.divideParam.valRatio = 15/100; 
net.divideParam.testRatio = 15/100; 

% Choose a Training Function 

% For a list of all training functions type: help nntrain 
net.trainFcn = 'trainlm';  % Levenberg-Marquardt 

% Choose a Performance Function 

% For a list of all performance functions type: help nnperformance 
net.performFcn = 'mse';  % Mean squared error 

% Train the Network 

[net,tr] = train(net,inputs,targets,inputStates,layerStates); 
 % Test the Network 

outputs = net(inputs,inputStates,layerStates); 

errors = gsubtract(targets,outputs); 
performance = perform(net,targets,outputs) 

 % Recalculate Training, Validation and Test Performance 
trainTargets = gmultiply(targets,tr.trainMask); 

valTargets = gmultiply(targets,tr.valMask); 

testTargets = gmultiply(targets,tr.testMask); 
trainPerformance = perform(net,trainTargets,outputs) 

valPerformance = perform(net,valTargets,outputs) 

testPerformance = perform(net,testTargets,outputs) 
 % View the Network 

view(net) 

% Plots 
% Uncomment these lines to enable various plots. 

%figure, plotperform(tr) 

%figure, plottrainstate(tr) 
%figure, plotresponse(targets,outputs) 

%figure, ploterrcorr(errors) 

%figure, plotinerrcorr(inputs,errors) 
% Early Prediction Network 

% For some applications it helps to get the prediction a timestep early. 

% The original network returns predicted y(t+1) at the same time it is given y(t+1). 
% For some applications such as decision making, it would help to have predicted 

% y(t+1) once y(t) is available, but before the actual y(t+1) occurs. 

% The network can be made to return its output a timestep early by removing one delay 
% so that its minimal tap delay is now 0 instead of 1.  The new network returns the 

% same outputs as the original network, but outputs are shifted left one timestep. 

targetSeries = tonndata(data,true,false); 
nets = removedelay(net); 

[xs,xis,ais,ts] = preparets(nets,{},{},targetSeries); 

ys = nets(xs,xis,ais); 
closedLoopPerformance = perform(net,tc,yc) 
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Figure A1 Neural network example 

 
 

 

Figure A2 The process of selecting the best network architecture (VISIO chart) 
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Figure A3       

  
Figure A4 

 

 
 

Figure A5             

 
 

Figure A6 
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Figure A7  

 
 

 

 

Figure A8 

 

 
 

 

 

Figure A9 
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Table A1 

Advantages of neural network Disadvantages of neural network 

It captures non-linear relations of variables The weights 𝐺𝐺 does not have any economic significance 

The architecture is extremely flexible Possible to end up into a local minimum point 

Does not require to know the functional form The network usually require large samples 

Very accurate in simulations and predictions Network architecture can be time consuming 

Does not require the distribution known Very sensitive to small variations of the input 
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Table A2 

Quarter Exports GFCF 

Cost of 

labor GDP deflated real GDP neural net Errorneural_net(%)  

Error_econometrics(%)  

QI 2000 22592.7168 22592.7168 0.26 71523.5328 73550.57592 -2.834092561 3.2624 

QII 2000 22280.25 22280.25 0.29 71821.875 73515.68113 -2.358342954 1.0747 

QIII 2000 24347.288 24347.288 0.24 72561.296 74655.62091 -2.886283765 1.6926 
Q IV 2000 25111.188 25111.188 0.28 74909.034 75586.64417 -0.904577365 0.5219 

QI 2001 27100.228 27100.228 0.38 76621.092 78961.64287 -3.054708316 -6.0012 

QII 2001 26237.966 26237.966 0.46 77822.576 78501.24385 -0.872070656 -8.5218 
QIII 2001 26898.138 26898.138 0.35 79864.695 78500.29816 1.70838546 -1.1531 

QIV 2001 25013.691 25013.691 0.37 79851.744 76445.46045 4.265759747 -0.0465 

QI 2002 25550.47 25550.47 0.42 79029.84 77523.51359 1.90602234 -4.9681 
QII 2002 28702.154 28702.154 0.44 81163.355 82377.80632 -1.496304976 -6.0293 

QIII 2002 31069.435 31069.435 0.35 83466.01 85179.14899 -2.052498962 -2.4436 
QIV 2002 31197.72 31197.72 0.36 84285.955 85821.92906 -1.822336904 -2.4495 

QI 2003 32211.47 32211.47 0.49 87554.286 90319.60417 -3.158404109 -6.4732 

QII 2003 31309.056 31309.056 0.57 91062.336 88937.7732 2.333086211 -6.2359 
QIII 2003 32979.32 32979.32 0.4 94088.302 91794.26361 2.438175986 2.2502 

Q IV 2003 33767.992 33767.992 0.43 95626.812 94791.91471 0.873078663 1.0048 

QI 2004 36050.778 21167.934 0.57 96293.703 100118.4285 -3.971937248 -6.2595 
QII 2004 37686.519 22797.036 0.55 101855.295 105032.7253 -3.119553363 -2.8002 

Q III 2004 38596.372 23586.746 0.4 105369.986 108566.2267 -3.033350177 4.9201 

Q IV 2004 37579.302 22736.862 0.45 107027.892 105986.2595 0.973234668 6.1656 
Q I 2005 36254.067 23906.763 0.68 108493.173 107114.2961 1.27093423 -1.4319 

QII 2005 36389.04 25576.24 0.65 108417.385 105890.1201 2.331051325 -2.1676 

QIII 2005 38150.244 26165.448 0.52 112370.238 109224.9764 2.799016604 4.2585 
Q IV 2005 38343.958 29244.23 0.54 113846.877 111601.2998 1.972453962 1.6492 

QI 2006 39800.838 28019.523 0.74 117783.75 122692.4693 -4.167569216 -1.9823 

QII 2006 40373.655 30404.76 0.64 121698.065 117663.9233 3.314877463 2.1157 
Q III 2006 41440.565 33636.665 0.53 126942.57 124123.6971 2.220589135 6.1966 

Q IV 2006 42387.059 36772.593 0.6 132365.09 128301.9435 3.069651175 4.6315 

QI 2007 42049.443 44130.039 0.81 134693.775 143233.6353 -6.340204161 -5.9451 
Q II 2007 41414.8 47934.74 0.79 141217.02 143973.3301 -1.951825698 -3.0481 

Q III 2007 41577.882 52221.132 0.64 145347.12 146609.3856 -0.868449 0.7843 

Q IV 2007 44983.13 54939.598 0.65 150551.814 155687.7748 -3.411424083 -0.0056 
Q I 2008 45388.487 58902.316 0.86 159199.322 165062.0157 -3.682612225 -2.9708 

Q II 2008 47765.991 64930.086 0.9 163636.5 168890.9992 -3.211080183 -6.5018 

Q III 2008 45851.318 64520.191 0.8 169736.135 168759.893 0.575152715 0.9942 
Q IV 2008 43304.125 59573.125 0.93 169234.875 166356.1458 1.701025958 2.0599 

Q I 2009 42055.914 48079.101 0.91 150704.274 150101.4356 0.400014142 -0.3146 

Q II 2009 41232.081 38648.973 0.96 152244.257 152214.7218 0.019399908 6.6412 
Q III 2009 43619.895 39221.182 0.81 152569.989 142810.8406 6.396505909 9.1235 

Q IV 2009 44350.08 36486.84 0.94 157592.76 151829.413 3.657114073 10.1330 

Q I 2010 43575.948 38924.496 1 152440.002 155228.5949 -1.829305181 4.1509 
Q II 2010 49740.8 40017.796 0.98 153088.448 153923.7608 -0.545640648 0.8248 

Q III 2010 50889.776 37384.129 0.78 150747.198 146889.8835 2.558796838 6.0159 

Q IV 2010 54048.897 38731.119 0.81 149656.083 149630.5209 0.017080567 1.6871 
Q I 2011 56392.567 39010.446 0.93 150934.698 153051.5978 -1.40252695 -2.3022 

Q II 2011 53903.88 39813.12 0.91 149374.368 151708.3335 -1.562493975 -1.9703 

Q III 2011 56136.54 38948.958 0.71 150479.084 150777.6052 -0.198380553 3.6028 
Q IV 2011 59344.635 42798.945 0.77 150202.395 152504.9061 -1.532939014 -2.8924 

Q I 2012 56714.008 42483.896 0.96 148269.888 152502.2539 -2.854501286 -7.7435 

Q II 2012 57560.932 41964.569 0.91 153096.11 151921.632 0.767150768 -3.1063 
Q III 2012 57652.113 42303.143 0.77 151774.619 151363.6659 0.270765356 -0.5019 

Q IV 2012 61717.95 40330.08 0.82 157205.58 154800.294 1.530025843 0.8058 

Q I  2013 64479.612 39270.315 1.01 156661.1 158477.1121 -1.159197843 -5.3143 
Q II 2013 66903.915 40240.016 0.94 157311.944 159560.3413 -1.429260364 -5.0579 

Q III 2013 68531.7 38232.5 0.78 158720.1 164734.3951 -3.789246024 0.5335 

Q IV 2013 67711.941 36901.953 0.82 161697.987 164034.4412 -1.444949491 2.6916 
Q I 2014 70788.1 36117.8 1.02 163722.4 165636.3612 -1.169028294 -2.2347 

Q II 2014 68356.7 35291.3 0.93 165506.2 164941.2005 0.341376664 2.9282 

Q III 2014 68971.2 36587.3 0.98 167070.3 164502.957 1.53668425 1.4311 
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Abstract 

 

The study on how is Internal Control System developed in public institutions is of a special 

importance for modalities, forms and the manner of the application of relevant strategies for 

the functioning of internal control environment in public institutions.  In this paper, there is 

treated the existing situation of internal control system environment of public finances and its 

implementation in public sector.  For internal control system environment in public finances 

to function effectively, there should exist a coherent control environment which includes 

responsibilities for financial management from managers of Publicly Owned Enterprises and 

with complete functioning of internal audit, which exists in the function of development to add 

value. In Kosovo public institutions, this framework is offered by legislation and by institutional 

mechanism for the implementation of legislation according to these parameters.    
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1.Functioning of Internal Control System based 

on  legislative framework 

There is a comprehensive legislative framework in 

public institutions, which governs Public Internal 

Financial Control, which is comprised of: EU 

guidelines, other authoritarian standards; 

Governmental policies; primary legislation, and 

secondary and tertiary supporting legislation, such 

as the following:   

• PIFC guidelines according to EU; 

• INTOSAI and COSO standards for 

control and risk management;  

• CIPFA Financial Management Model; 

• Policy of Kosovo Government: PIFC 

Policy Document incorporating;  

• PIFC policies approved; 

• Law on Public Financial Management 

and Accountability (Law no. 03/L‐048); 

Unlike budget organizations, where the political role 

of the Minister is separated from the responsibility 

of CAO for administration and operation, the Mayor 

manages also municipal government and its 

administration/operations and is accountable to the 

people, for the actions of both (Government 

Republic of Kosovo).  

 

2.Level of responsibility for the Internal Control 

system of environment 

Each and every senior manager in public sector 

entities is fully responsible for the implementation 

of PIFC and is accountable for their performance in 

the utilization of public resources for the 

achievement of organization purposes. National 

Audit Office in the PIFC Conference in 2009, in 

Brussels, in order for PIFC to be effective, it should 

be implemented by a hierarchy of experienced 

managers, as it  is said in the philosophy of modern 

management: “Every system is as good as the people 

who are responsible for its implementation” 

(General Directorate of Audit, 2010-2013).    

Figure 1 

In addition, one should also mention the Kosovo 

Anti-Corruption Agency, although this has not been 

presented in the previous charts. This autonomous 

body, which is established in 2006, reports to the 

Assembly for the accomplishment of responsibilities 

which are regulated by the Law on Combating 

Corruption. It focuses on the prevention of conflicts 

of interest and on monitoring the obligations of 

senior and property officers, monetary income or 

earnings earned while employed in the public 

service. For this purpose, this agency has a strong 

interest on the sound operation of internal financial 

controls (Government Republic of Kosovo). 

 

3.Factors impacting the non-functioning of   

internal control  system 

Relating to information presented in the table above, 

for factors existing in the non-functioning of internal 

controls in public institutions, we have focused on 

the following areas:  

• Improper segregation of duties;  

• Conflict of interests;  

• Improper creation of system; 

• Political instability;  

• High level of corruption;  

• Limited access;  

• Improper creation of policies;  

• High level of nepotism.  

Information on the modality of areas defined above 

in the non-functioning of internal controls in public 

institutions provide an important overview, at what 

level do they represent the functional situation of the 

system.  

Based on the results presented, the main higher risk 

factors which do impact the non-functioning of 

internal controls is the improper creation of a system 

which prevails with 22.6%, high level of corruption 

with 22%, political instability with 21.80%, and the 

improper segregation of duties with 20.00% 

(Rexhepi, 2014). 

According to the parameters found, the following 

assessments exist for the non-functioning of internal 

controls: respondents from six (6) institutions have 

expressed their opinion that the main impact for the 

non-functioning of ICS comes from high level of 

corruption and from the improper creation of the 

system. When it comes to the assessment of high 

level of nepotism, Ministry of Justice is at the 

highest level with 40%, while 4 other institutions are 

with 0% (Rexhepi, 2014). 

Figure 2 

Figure 3 

According to the assessment, 53 % of employees are 

slightly satisfied with the activities undertaken by 

the management of Public Institutions in order to 

improve the quality of this phenomenon, while 21% 

of them have expressed themselves more positively, 

being satisfied with the processes undertaken, and 

20% of respondents that are not satisfied at all.  

Based on these assessments, we think that such a 

system is still not functioning to the interest of 

citizens and taxpayers, since the actions undertaken 

by the managements of Public Institutions are not 

sufficient and are basic in the function of the 

improvement and development of internal controls 

(Rexhepi, 2014). 

 

4.Elements of non-functioning of the control  

system 

The rate of percentage breakdown according to 

elements determining the employees’ 

dissatisfactions on the non-functioning of internal 

control system in public institutions.   

As a higher risk is the level of insufficient 

communication with 22%, which means that there is 

no climate of cooperation created in the institutions 

and the seriousness that communication activities 
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are developed within a sound system and with a high 

performance.  

With 20 % is assessed, “the improper interest for 

actual problems resulting in institutions”, and with 

16% as a high risk is “the failure of sound 

application of laws and internal procedures, and with 

14 % as a main problem is the non-creation of 

modalities for an efficient control (Rexhepi, 2014). 

 Table 1  

 

5.Actions undertaken by the management for the  

functioning of ICS 

The assessments with regard to at what level of 

reliability are Institutions for the actions undertaken 

by the management for the functioning of ICS, based 

on these results, show that actions undertaken are 

moderate and that they stand in a 47%, which is an 

inefficient and a non-functional assessment of ICS.   

46 % think that public institutions have still not 

provided the sufficient control assurance.  

41 % think that institutions have not provided an 

efficient system in the management of public funds.  

In the assessment of the freedom of expression, in 

order to report on the non-functioning of control in 

Public Institutions, 31 % of respondents think that it 

is at a very low level, while 39% think that there is a 

moderate assessment of expression, but it is not 

sufficient, for cases that they have to report are not 

free to do it (Rexhepi, 2014). 

Figure 4  

For policymakers and managers of institutions, 

to what extent are designed performance 

measurement strategies for the past three years in the 

implementation of tasks and responsibilities, and the 

level of application of effective internal controls, the 

figures presented on the basis of percentages 

indicate challenges which should be encouraged 

even more by relevant managements for more 

favorable strategies and actions taken for the 

functioning of proper controls (Government 

Republic of Kosovo, 2013). 

Figure 5  

Related to analyzes and results as depicted in figure 

4, 42% of respondents think that the management of 

institutions have adopted strategies for measuring 

the past three years to assess the performances, while 

33% of respondents stated that the management has 

not developed strategies for evaluating measurement 

performance. According to the results presented in 

Figure 5  have concluded that management has taken 

action on applying average organizational controls 

with 34%, while 30% of respondents stated that 

management has not taken action on the application 

of the internal control system. 

 

 

6.Results and Conclusions 

This material has analyzed developments on the 

functioning and application of the system in internal 

control environment in public institutions. For a 

sound functioning of the system, a special role is 

also played by internal controls, form and the way of 

application and at what extent it is the prioritization 

of risks done which are identified in the systems of 

public institutions.  

Developments in the non-functioning of the system 

are mainly in the improper observation of the 

activities undertaken by the institutional 

management level, in the function to eliminate 

irregularities and to implement legal and 

administrative procedures, which affect the effective 

performance of the system.  

Management of PI should be focused on concrete 

actions with efficient modalities which are in the 

function of development and improvement of the 

Institution.  

In our judgement, we have noticed that internal 

audit, which should be in the function to impact an 

efficient management in PI does not have the 

management’s ethical and professional 

sustainability, in order to support the audited entity 

and to take recommendations into account in the 

function of the institutional interest.  

As a matter of fact, the priorities which are applied 

by IA in the Strategic Plan may also vary over the 

time, thus reflecting them, depending on the relevant 

cases and changes in risks which require the 

provision of explanatory information and objective 

reasoning, where for such changes, audits to be 

carried out along with the provision of overall 

assurance for the systems will also consider specific 

risks identified (from risk management process if 

there is any, or the internal audit assessments). This 

audit plan, based on the risk assessments, shows how 

will internal audit help the management in risk 

mitigation, by reviewing and assessing systems 

through which they are managed, and will, therefore, 

provide recommendations to improve Internal 

Control System.    
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Figure 1. The chain of accountability for organizations FMC Central Budget 

 

 

 

 
Figure 2.  Percentage breakdown for the assessment by of institutional management in strengthening the Internal 

Control System 
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Figure 3. Percentage of the job performed Senior Management 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 1.  Reliability over actions undertaken by management for the functioning of ICS 
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nt for 
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employ
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control 
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nce 

provid

ed by 

the 

manag
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efficien
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manag

ement 

of 

public 

funds  
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report 
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function

ing of 

controls 

in public 

instituti

ons  

 

Over 

these 

years, 

has the 

manage

ment 

underta

ken any 

positive 

steps in 

strength

ening 

ICS  

None  7   % 2  % 5  % 7  % 7 % 

Very 

little  
34   

% 

25  % 13  % 31  % 34 % 

Mode

rate  
47   

% 

46  % 41  % 39  % 47 % 

A lot  7  % 26  % 27  % 23  % 7 % 

No 

answe

r  

5  % 2  % 13  % 19  % 5 %  
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Figure. 4 Performance of achieving implementation of the tasks and responsibilities by the Management during 

the last three years 

 
Figure.5 Percentage of efficient control 

application during three recent years by the Management of the Institution 
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Abstract 

 

Defining the organization implies to set its limits – in a number of senses. This paper refers to 

the limits of the organization from management standpoint. Correctly defining, 

understanding, and applying the concept of managerial limits of the organization – which 

does not necessarily match the physical borders of its building and building facilities – have 

serious implications. The paper mentions three of them: (i) avoiding strategy errors while 

applying SWOT analysis; (ii) lowering the impact of risk factors in project management; (iii) 

improving quality of decisions in early warning systems. The current study is focused on the 

first implication.  

Based on literature survey and practical cases – met during author’s research and consulting 

activity, original concepts are introduced (as managerial limits of the organization). One 

case is built around a service company, active in Romania, member of a multinational group. 

The paper offers novel prospective on traditional organization management; it also has 

positive influence on strategy thinking and making. Recommendations related to managerial 

and cross-cultural issues are made as well. 
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Introduction: Defining the organization from 

managerial standpoint 

To define an organization (as a structure) implies to 

establish its limits – in a number of senses: as 

property limits, administrative limits, geo-spatial 

limits. This paper refers to the limits of the 

organization from management standpoint – just 

call it managerial limits of the organization, which 

may accidentally overlap on some of the previous 

ones. 

The management standpoint is related to the 

managing body of the organization and, 

specifically, to the position of top manager of the 

organization (CEO – Chief Executive Officer) and 

his/her main attribute (decision making). The 

[abstract] domain covered by decisions made by 

the organization’s managing body is defined as 

managed organization; its limits are the 

managerial limitsof the organization. 

In broader sense, the [abstract] domain covered by 

decisions made by any system’s managing body is 

defined as managed system; its limits are the 

managerial limits of that system. The system may 

be any manageable structure (as individuals, teams, 

projects, organizations, geographical regions or 

countries, industries or economy sectors). 

Correctly defining, understanding, and applying the 

concept of managerial limits of the organization – 

which does not necessarily match and might go 

well over the physical borders of its building and 

building facilities – have serious implications. 

There are, at least, three major managerial 

implications: 

(i) Avoiding errors while applying SWOT analysis 

during the strategic planning process; 

(ii) Lowering the impact of risk factors in project 

management – as risk factors, in project 

management, along the project lifecycle, are all 

external factors; 

(iii) Improving the quality of decisions in early 

warning systems. 

In all these cases, correctly understanding the 

managerial limits of the system – which are all 

abstract, conceptual limits – is the key-element of 

improving the quality of decisions made, and, 

eventually, avoid grave errors. 

When considering the impact of risk factors in 

project management: as risk factors, along the 

project lifecycle, are all external factors, the errors 

might be as serious as making the distinction 

between project success and failure. 

 

Example 1. The case of devastating accident at 

Fukushima nuclear facilities (Scarlatet al., 2011b) 

has brought into experts' attention new elements 

related to the issue of increased safety of the 

critical infrastructures – as NPP (nuclear power 

plants). Based on the similarity identified between 

the NPP lifecycle and project lifecycle, it is 

suggested that project management principles 

(Scarlat, 2015) may be applied in case of NPP 

projects – in addition to all specific methods for 

safety and risk analysis that were developed for 

NPPs. The managers of the NPP critical 

infrastructure projects must consider several risk 

dimensions – in addition to the nuclear safety-

related risk – considering the cause-effect 

relationships between external/risk factors 

themselves (Scarlat et al., 2011b). 

In addition, if managerial limits of the project are 

mistaken then there is a higher probability that 

some risk factors will not be included in risk 

analysis and, consequently, poorly managed. The 

ultimate effect would be riskier project 

implementation, and higher chances to fail. 

Besides emergency management, developing early 

warning systems is another important area where 

accurate definition of managerial limits of the 

system is key-issue. It is absolutely necessary that 

traditional SWOT analysis (Humphrey, 2005) to be 

supplemented with newer dynamic analysis 

capabilities and strategy tools, including early 

warning and opportunities concept, which provides 

crucial inputs for scenario building, strategic 

thinking and decisions – so improving the quality 

of decisions in early warning systems is another 

emerging hot-issue in today management (Popescu 

and Scarlat, 2015). 

 

The focus in this paper is on the first major 

managerial implication of properly defining the 

managerial limits of the organization: (i) avoid 

errors while applying SWOT analysis during the 

strategic planning process.The study findings are 

based on author’s consulting experience in business 

and project management areas. Other two examples 

are provided; in one of them SWOT analysis was 

conducted as part of three month consulting and 

training project during winter 2014-2015. The case 

is built around a local branch of a multinational 

group – made of national autonomous companies 

servicing clients in local/national markets. Some 

cross-cultural issues are emphasized as well. 

Consequently, the remaining of this paper is 

organized as follows: Brief literature survey on 

SWOT analysis; The case; Results related to both 

management and cross-cultural issues, followed by 

conclusions, managerial implications and 

recommendations, limitations and further research. 

 

Literature survey: SWOT analysis, its use, 

benefits, and shortcomings 

As method, SWOT [Strengths, Weaknesses, 

Opportunities, Threats] analysis owes its large use 

and success to its relatively simple and common 

sense logics: good versus bad, positive versus 

negative, favourable versus unfavourable (on one 

hand) and internal versus external (on the other 

hand). It may be applied at analyzing any system: 

from very simple (a team or a group of people or 
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even an individual) to any business or project to 

any type of organization to regions, countries or 

industries. The analysis is conducted from time 

prospective (dynamic analysis) and management 

standpoint i.e. its goal is to offer support for 

decisions related to a [future] time horizon. 

For these common sense reasons, it is 

understandable that paternity of the method is 

difficult to establish. However, the SWOT paternity 

went to Albert S. Humphrey from Stanford 

Research Institute (currently SRI International) 

who described the genesis of this method as 

follows (Humphrey, 2005, p.7): “We started as the 

first step by asking, ‘What’s good and bad about 

the operation?’ Then we asked, ‘What is good and 

bad about the present and the future?’ What is good 

in the present is Satisfactory, good in the future is 

an Opportunity; bad in the present is a Fault, and 

bad in the future is a Threat. Hence S-O-F-T. This 

was later changed to SWOT—don’t ask. (I’m told 

that Harvard and MIT have claimed credit for 

SWOT...not so!)”. 

The method has developed and it was extensively 

used in the 1960s-1970s, then the four-column 

format has evolved to matrix format – either 

traditional (Figure 1) or combinatorial (Figure 2). 

Both have advantages: traditional format is able to 

emphasize the managerial limits of the 

organization; combinatorial format sets the scene 

for the strategic options quadrants (Figure 3). 

SWOT is equally analysis method, methodology, 

even philosophy – as it works by matching 

(strengths and opportunities to generate 

competitive advantage) and converting 

(weaknesses into strengths and/or threats into 

opportunities). 

Traditionally, SWOT analysis used to be conducted 

in six planning areas (product, process, customer, 

distribution, finance, administration), segregating 

short-term and long-term priorities. For its 

simplicity, logics as well as benefits, this analysis 

was used not only in companies and industry but 

also in regional development projects, non-profit 

and social sectors (Westhueset al., 2001). 

Balamuralikrishna and Dugger (1995) reported 

how to use SWOT analysis as a management tool – 

in order to initiate new educational programs in US 

vocational schools.  

SWOT analysis could also be used to develop the 

manager’s performance by drawing up “a schedule 

of your strengths and weaknesses as a manager. 

You can complete this ‘swot’ analysis […] by 

considering your opportunities for advancement in 

your present organization (or elsewhere) and 

assessing any threats that might prevent you from 

realizing your ambitions” (Armstrong, 2004, p.88). 

The need to improve the method/methodology was 

underlined by Koch (2000), because superficial use 

of the SWOT analysis, with no or little critical 

thought, leads to misrepresenting of strengths, 

weaknesses, opportunities and threats. 

The critics of the methodology – Menon et al. 

(1999) and Hill and Westbrook (1997) have shown 

that it might have negative results in terms of 

performance, and Weihrich (1982) has argued that 

it is difficult to convert the results of SWOT 

analysis into actions – have enriched and developed 

it: Weihrich introduced the TOWS conceptual 

framework, in order to identify the most efficient 

actions; other complementary analyses have been 

proposed, such as Porter’s five forces analysis 

(Porter, 1980) for external analysis, still keeping 

internal analysis (as strengths and weaknesses). 

Despite its critics, the SWOT analysis was 

successfully used as strategy development tool: 

when using SWOT analysis for strategy purposes, 

“the emphasis is not on listing any kind of 

strengths, weaknesses, opportunities, and threats 

but rather on identifying those that are strategy 

related.” (Thompson and Strickland, 1983, p.277) 

Same scholars have stated that “in addition to the 

SWOT analysis, which ranges across all aspects of 

the firm’s situation, the firm needs to conduct an 

explicit assessment of its competitive market 

position. […] this is simply to identify and evaluate 

the pluses and minuses associated with the firm’s 

present competitive standing. Particular attention 

needs to be given to (1) whether the firm, with its 

present strategy, is gaining or losing ground in its 

target markets, (2) whether the firm’s position can 

be expected to improve or deteriorate if the present 

strategy is continued (allowing for finetunning), 

and (3) what strategic adjustments can be initiated 

to improve the firm’s strategic position.” 

(Thompson and Strickland, 1983, pp.278-279) 

Hill and Jones consider SWOT (combining internal 

and external analyses) as key-component of the 

strategic management process – serving for 

strategic choice (Hill and Jones, 1995, pp.7-11) or 

as a step for implementing strategic change (Hill 

and Jones, 1995, pp.428). 

Kaplan and Norton (2001, pp.283-285) accept use 

of SWOT analysis – as a phase of the traditional 

process for strategy development – in order to 

integrate the Balanced Scorecard (BSC) into 

strategic planning process (SWOT as a phase in the 

traditional process for strategy development and 

BSC as the last phase of the new process for 

strategy deployment). 

Armstrong (2004, p.175) recommends the external 

analysis / SWOT analysis as the third step 

(“conduct environmental scans”) of formulating 

strategic plans. 

Overall, the most successful applications – but also 

the most risky and, sometimes, fatal decisions – 

came up during the strategy making process. 

Consequently, it is legitimate to wonder why SWOT 

analysis leads to such opposite results. 

http://en.wikipedia.org/wiki/Heinz_Weihrich
http://en.wikipedia.org/wiki/Heinz_Weihrich
http://en.wikipedia.org/wiki/Porter_five_forces_analysis
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As mentioned before, the superficial use of the 

method, with no or little critical thought, leads to 

misrepresentations (Koch, 2000) or confusions 

among strengths, weaknesses, opportunities and 

threats – which might lead to errors in identifying 

the right strategic option (ultimately, in extreme 

cases, it is picking the losing strategy instead of the 

winning one). This is a valid but not complete 

answer. The following case (Example 2) offers 

another prospective about the misrepresentations or 

confusions – related to the accurate definition of 

the managerial limits of the organization. 

 

Example 2. In the 1990s and early 2000s, the 

Romanian higher education system was reformed. 

In this framework, a World Bank funded project 

aimed to create a network of 34 multi-user research 

centres (MURC) within universities (2000-2002). 

MURCs were supposed to be nodes of a scientific 

research network (equipped with state-of-the-art 

lab devices) to serve national and even regional 

market. 

Equipment operation was not a problem but the 

centre management was: the first attempt to 

develop and assess the strategies developed by 

MURCs (2000/2001) has failed. The SWOT 

method was integrated in a complete survey, 

questionnaire-based, and the results related to the 

centre’s strategy were not relevant. There were 

numerous errors - because of lack of previous 

training as well as superficial use of the method, 

with no or little critical thought. Most of the errors 

were: basic management flaws; reciprocal 

confusions between strengths and opportunities as 

well as between weaknesses and 

threats(Dumitracheet al., 2003). 

Figure 3 displays one basic error that has been 

made. One MURC management team assumed – 

after completing superficial SWOT analysis – that 

their centre is in [T,S] quarter (marked in red 

colour). In-depth analysis, considering managerial 

limits of the organization, identified placement 

errors – as a couple of opportunities were taken for 

strong points. The rectifying changes are marked 

with green arrows: (i) the strengths are (in reality) 

less, and even fewer (relative to weaknesses); (ii) 

the opportunities are (in reality) more, and became 

dominant (relative to threats). The result displays 

fatal strategy error: opting for diversification [T,S] 

quarter instead of retrenching [O,W] quarter. 

Nevertheless, the story happily ends: after a 

training session on organization strategy (Brasov, 

March 2002; 40 representatives from 31 MURCs in 

attendance) and tailored consulting sessions on how 

to use SWOT analysis, stressing on managerial 

limits of the MURC, a second attempt to develop 

MURC strategies was successful. 

 

Besides the limits already mentioned, another type 

of limitation is conducting SWOT analysis around 

“mindset” goals (previously decided objectives). In 

these situations the potential of team analysis and 

brainstorming sessions are seriously limited. Such a 

case is when the interests of community are 

neglected: “the design of a SWOT analysis by one 

or two community workers is limiting to the 

realities of the forces specifically external factors, 

and devalues the possible contributions of 

community members” (Chermak and Kasshanna, 

2007). 

It seems that over the last decade the SWOT 

analysis reached its limits: in “The A-Z of 

management concepts and models” – citing Hamel 

and Prahalad (1994) and Mintzberg (1994) – Karlöf 

and Lövingsson (2005, pp.355-358) do not mention 

the SWOT analysis at all, not even in the Strategy 

section. 

 

The case: Service company, member of a 

multinational group 

The case develops around a service company, 

active in Romania. The company is member of 

aninternational group(26 countries worldwide) – 

made of national autonomous companies servicing 

clients in local/national markets. 

SWOT analysis (phase of the strategic planning 

process) was conducted as part of three month 

consulting and training project during winter 2014-

2015. 

The process has followed Humphrey’s credo: “1) 

Give all members of staff the opportunity to submit 

their own personal views of what is Good and Bad/ 

Present and Future from their position in the 

business; 2) Urge staff to identify trivial issues, for 

that’s where the gold lies – not in the Big Ideas; 

and 3) Ask staff to write legibly and divide the 

ideas into the six classifications.” (Humphrey, 

2005, p.8) 

Special attention was paid to avoiding errors, 

making sure that concepts of managed organization 

and managerial limitsof the organization are well 

understood and applied. 

In an effort to avoid methodology traps – as 

previous studies and examples have shown – team 

work and techniques were used. Glass (1991) noted 

that group techniques are effective in providing 

objectivity and focus to discussions about strategy. 

The following example is focused on the manner 

that teams worked – highlighting some 

management and cultural issues. 

 

Example 3. Referring to the SWOT analysis 

conducted in the company above, there are a few 

comments to be made relative to the teamwork. If 

objectivity and focus were rather kept, the 

teamwork itself suffered – as individual 

assignments did not always match and integrate in 

the teamwork product (individualism prevailed) 

(Hofstede, 1991). 
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Even working in teams, positive self-appreciation 

was another visible cultural issue: strengths 

significantly outnumbered weaknesses (6.7, in 

average, as compared to 3.7) while opportunities 

and threats were rather balanced (as number of 

items identified) – Table 1. When the teams got 

together, and they were asked to document and 

provide strong evidences for relatively larger 

number of strengths, the situation has changed (as 

depicted in Table 1: number of strengths 

diminished). It seems that Romanians, like a few 

other populations, are talking bigger than others 

(Finns, for example, are more modest and shy). 

From methodology standpoint, item analysis has 

confirmed that item prioritization is useful but 

(subjective) weighting is misleading. Strengths and 

weaknesses do not counterbalance; a single 

weakness may be vulnerability. 

At last, one more remark related to weakness 

ranking and setting the right threshold: weaknesses 

of very low intensity might become more intense in 

time (and develop as vulnerabilities); therefore is 

not wise to remove them without profound thought. 

 

Results: management and cross-cultural issues 

In the case of the service company (member of an 

international group), the major methodology traps 

and errors were avoided. However, new issues 

were revealed. 

Culturally, Romanians (Rozell, et al., 2009; 

Scarlat, Rozell and Scroggins, 2011a) do have their 

own characteristics, which become visible when 

working in multi-cultural teams (for the company 

presented in Example 3 the issue is critical as 

member of an international group). 

In addition, there are cultural attributes that might 

influence the results of SWOT analysis (positive 

self-appreciation) or the quality of team work 

(preference given to individualism). 

 

Conclusions, managerial implications and 

recommendations 

SWOT analysis has wide range of applications – 

from individual level to teams and projects, to 

organizations to regions and countries, across all 

industries, in all sectors of economic and social life. 

However, great deal of literature demonstrates that 

SWOT analysis is first and foremost used during 

strategic planning process. 

The author proposes the concept of managerial 

limits of the organization – which has three types of 

managerial implications (Example 1 refers to one 

of them); the paper focuses on the first one 

(avoiding errors while applying SWOT analysis – 

just in the course of strategic planning). 

Results provided by Example 2 confirm, complete 

and enrich Koch’s (2000) observations that 

superficial use of the method, with no or little 

critical thought, leads to misrepresentations. The 

example makes obvious how this type of 

misrepresentations (confusing strengths and 

opportunities; weaknesses and threats) lead to 

errors in choosing the strategy (in extreme cases, 

picking the losing strategy instead of the winning 

one). Defining correctly the managerial limits of 

the organization is the key to avoid costly 

mistakes. 

The case (Example 3) demonstrated that SWOT 

analysis can be successfully used as a tool for 

strategic analysis if: proper training is offered in 

advance; teamwork is carefully conducted; 

attention to cultural issues is paid accordingly. 

 

Limitations and further research avenues 

This paper is focused on the first managerial 

implication, while other two are fairly discussed or 

mentioned. A more extensive work should include 

research results related to all three managerial 

implications. 
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Tables 

 

 

Table 1 

Number of identified items – while working in teams – before and after in-depth analysis (Example 3) 

Team  
Number of identified items 

S W O T 
T1 4 2 1 3 
T2 9 3 8 7 
T3 7 6 5 5 

Average number 6.7 3.7 4.7 5 
Average number – after further in-depth analysis 4.7 4 5 4.7 

 

 

 

 

Figures 

 

Elements of the SWOT analysis,  
organized as traditional “Two-by-Two” matrix 

Relative to the usefulness and convenience 

Favourable / positive 
[Strengths, Opportunities] 

Unfavourable / negative 
[Weaknesses, Threats] 

Relative to the 
managerial limits 

Internal analysis 
[Strengths, Weaknesses] 

S W 

External analysis 
[Opportunities, Threats] 

O T 

Figure 1. SWOT “Two-by-Two” traditional matrix [shaded].Managerial limits are marked by the red-colour 

borderline. Double-arrow dotted lines show possible confusions between elements of the matrix (Strengths ↔ 

Opportunities; Weaknesses ↔ Threats) – when managerial limits are disregarded. 

 

 

 

 

Elements of the SWOT analysis,  
organized as combinatorial “Two-by-Two” matrix 

Internal analysis 

Unfavourable / negative 
[Weaknesses] 

Favourable / positive 
[Strengths] 

External analysis 

Favourable / positive 
[Opportunities] 

[ O, W ] [ O, S ] 

Unfavourable / negative 
[Threats] 

[ T, W ] [ T, S ] 

Figure 2. SWOT “Two-by-Two” combinatorial matrix [shaded] 
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Real strategic 

situation 

Erroneously estimated 

strategic situation 

Opportunities 

Threats 

Weaknesses Strengths 

DEFENSIVE 

STRATEGIES, 

RETRENCHMENT 

AGGRESSIVE 

DEVELOPMENT, 

CONCENTRATION 

DIVERSIFICATION GIVE UP 

 
Figure 3. Real (blue colour) and erroneously estimated (red colour) strategic options (Example 2) – in the 

framework of SWOT analysis quadrants: Erroneously opting for diversification [T&S] instead of retrenching 

[O&W] – when an opportunity is considered a strong point (disregarding managerial limits of the organization). 
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Abstract 

 

Problem Statement: Climbing is a recent promoted sport in Romania, comparing to Austria, 

France or Germany. Training of national Romanian team brings a variety of technical and 

psychological issues. 

Purpose of Study:The ideaof the studywas bornalong withthenational teamgoing 

throughseveralstages ofthe World Cupintwo disciplines (climbing andclimbingblock). 

Research Methods:motivationalinterview, analyzethe settingof short and longtermtraining.  

Results:Regardingthe current status ofthe Romanian team, there are emergingrelevant 

sportingissuesdescribed inthis paper. 

Conclusions:For the coming year, improving the performance of the lotinvolves theneed 

ofathletesto changeinternalmode, better momentconnectionandcompetition, reporting 

coaches requirements to the peakperformance of athlete. 
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SWOT Analysis of the situation of this sport in 

Romania presently: 

Strengths 

•Young team; 

•Cohesive team along with ambition and 

motivation; 

• Maturity regarding the ability and willingness to 

analyze  and conclusions 

• The availability of the coach and his team 

brainstorming meeting type; on techniques/design 

of trails; 

•Availability of team members to share their 

experience; 

•Willingness to develop this sport in Romania. 

Weaknesses: 

• Not all members of the national team are in the 

same city; 

• the team is heterogeneous in terms of age, being 

composed mostly by adults 

• Lack of panels similar to those in international 

competitions; 

• Difficulty in financing the participation of the lot 

in more stages, hence insufficient experience; 

• Small number of climbers who know how to 

compose trails World Cup level.  

Psychological remarkson the climbers 

personalities: 

Top climbers have very different 

personalities and therefore it becomes difficult to 

identify a general profile available, which would 

stream line the development of motivation 

techniques. (Grant, S., 1996) 

There are climbers who train heavily within 

a sport team, feel that they belong to a particular 

tradition, schools, orientations and therefore give 

the best results when they are in the presence and 

support of the entire team.   

Just as, there are climbers who choose to 

impose from outside, solitary train and give 

maximum results when they come in a sports group 

that is somehow tangential. That encourages them 

to activate the dimension of the competition, that 

„to prove you how much I have progressed in your 

absence.” 

The two extremes are directly related to 

divergent personalities. To one of polelies centered 

athletes to achieve performance alone, because the 

solitude activates frustration dimension and 

increases their desire to fight. And personalities 

who are activated and functioning at maximum 

potential when they feel that they „bloom” in-

housegarden, which is the club where they train 

and colleagues are mirrors reflecting the amplified 

positive results. 

There are climbers that have an ascending 

curb in those five minutes when they are in front of 

a World Cup trail, each subsequent attempt to 

approach the course is better than the previously. 

Those are athletes who give everything in the last 

30 seconds, often the audience knows this 

intrinsically dynamic and supports them so that by 

the end of the contest flow time, success issure. 

Progress of an ascending curve due to certain 

shyness and uncertainty during evolution (number 

of attempts) fades away. 

To the other extreme, there are climbers 

who are successful at the first maximum of the 

second attempt, which over lapped internal beliefs 

like „once and only once”, a sort of existential 

sportive radicalism and due to their combativity 

and perfect understanding of the regulation, 

because the success in as few attempts gives you 

ascension the leader board. Such personality 

features suggests other aspects of the person in 

question, in the area ofperfectionism, rigorous 

control type, almost obsessional. The approach of 

this kind maybe seen in the teams  of Austria and 

Germany. The teams of Japan and Slovenia are 

includedin the first type, aspect potent samurai 

spirittype (oftenunder time pressure I noticed that 

on the last attempt they achieved outstanding 

performance). (Jones, Graham, 1993) 

In the individual level, athletes early in their 

climbing career sare inclined to give the best they 

canin the first attempt. The rigorof this type, 

verging obsessional side (in its positive version) is 

beneficial and raises admiration. The riskthat can 

occur (in years) is the early exhaustion, because the 

obsessional nature of mental energy excess, energy 

that could be dosed more effectively during the 

subsequent sportive evolution, in years, climbing 

and boulder branch swhich allow the successful 

participation in the championships/contests around 

the age of40. 

Regarding public participation, 

encouragement helps if it overlaps when the 

climber is internally ready to make his move. 

Otherwise, there is a gap between the peak of 

concentration relating to the decision carrying out 

actual movement and action, gapleading to failure 

of proper move, even though the plan was 

efficiently built. 

At the level ofMemory, there should be 

consider edissues such as: the ability to fine 

discriminatere garding to the form, contour, spatial 

difficulty climbing holds, rapid evaluation of 

alternatives grip. These „micro” components of 

what we call tactile memory, which brings together 

aspects of elevated perception to the level of 

observational spirit and certain memory /memory 

forms in the geometric sense, technically. In 

addition, the sport in questioner quiresrapid 

decision-making power by accessing the previous 

perceptual pattern. 

In this regard, we recommend discrete 

trainings that do no trequire physical fatigue of the 

climbers, but climbing hold study, possibly with 

eyes closed and techniques to enhance the ability of 

mental representation, on a mental screen, fine 

movements of gripping. These exercises should 
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aim at the development of what lay language 

climbers call „claw” 

The memory of climbing holds and the way 

to grab they impose fine movements of the fingers 

motricity. Climbing or bouldering requires 

adegreeat tenement regarding motricity manual and 

digital body postures. There must be developed 

bodily memory, everything that means storage(for 

each climber in part) represents postural schemes. 

Every climber has engram in its memory buffer 

with which runs the automatic movements and 

automated habit level, dozens of postural schemas 

that define it and define its climber 

personality.(Phillips, Kevin. 2012) 

We are referring here to some unique 

movements or movement’schains with specific 

names, which must be identified, studied and 

amplified the potential to be performed at a higher 

level. We identify thus critical steps that can be 

passed differential depending on the constitution of 

the typical athlete, but by virtue of these postural 

scheme which, at the limit, we may call (within the 

meaning of the term beneficial) stereotypes, to 

which the person in question calls for in times of 

tension body. 

For example, some climbers pass a difficult 

step by grouping, others calling for body tension or 

via claw 

Especially in Boulder, there must acquired 

engrams body scheme for easily performing sites 

jup, schemas to tackle trails that appeal to the body 

traction climbing holds drained, and coordination 

actionable plans of dual schema– hand –leg. 

Development of memory process is done 

hand in hand with the development of imagination. 

Boulder climbing and climbing are disciplines that 

appeal greatly to the development tool imagination. 

Sports competition trails are designed/ 

thought in a certain way. Climbers have available 

time between 30 seconds and 1 minute to study and 

conceive some alternative approach, then to make 

the decision and to internal finalize the choice for a 

particular motor strategy, and in the next four 

minutes to give the tests. (In the World Cup trails, 

each climber as a maximum of five minutes to 

perform on a trail). 

Competitive leading strategies involve on 

average of three tests for efficiency and optimal 

position in the rankings. (Jones, Graham, 1993) 

Insufficient engagement (through work out sun 

supported or inappropriate) in relation to: analysis 

of alternatives (thinking) –imagination–traction 

may lead to the following pattern: The concerned 

athlete thinks its route one approach, but the 

concrete position allocation of climbing holds 

demonstrates his inability to go on the plan 

proposed earlier. Consequently, the need for 

flexibility and rapid recalibration (coupled motric, 

motivational, internal decision and at the level 

possibility of direct approach), depending on what 

the athlete found in the route. 

We believe that this could be a critical point 

for climber so four team, they are insufficiently 

trained for the diversity of trails that can be created 

and incompletely mature motivated in difficult 

times, the original plan did not correspond to what 

route climber finds tangible. (Jones, Graham, 1993) 

At emotional, motivational and volitional 

level, we can say that, including lots of climbers 

from other countries are fragile in terms of the self 

esteem. Vulnerabilities in not absolute terms, but 

compared to the lots of athletes from other 

areas(gymnastics, biathlon, figure skating, 

swimming). That in itself can be justified by the 

idea that climbing and bouldering are „young” 

sports even globally and there is still no established 

personality, defined either macro sense for this area 

not even in developed countries on this line. (Grant, 

S., 1996) 

Motivational dynamics of volitional follows 

a specific trend of any successful athlete, standing 

out is: 

*** Vulnerable posture and performance anxiety of 

one who tries to stay on top;  

*** Public pressure, which maintains a certain 

personality preferences (some climber admired and 

loved) for years;  

*** Pleasure and joy which greeted any new young 

climber (this being the encouragement of sports 

itself). 

Audience (represented in theworld-

classcompetitionsaround5000-6000fansinWorld 

Cup semi-finals and finals) considers: 

*** climber self confidence;  

*** succeed the one last attempt to catch the top;  

***Original approaches on a particular route;  

***Age;  

***Ability to cope with a route failure, further in 

creasing the motivation. 

Key aspects to be valorized in the psychological 

training: 

In Attention, Perception and Memory level: 

The need for techniques to develop the spirit of 

observation; 

increase climbing holds Miller/positional aspects 

of the body, from which a climber needs to be 

careful at the same time; 

attention to develop the ability to function as a 

„filter”, leaving to go(in the competitive mood) to 

the conscious decision only of key issues related to 

the settlement route in compact manner „mind–

body”; 

focus attention on issues of body tension, which 

leads to a better motor approach; 

optimal ratio between the concentration and 

stability of attention and switching capacity 

(selectivity) of its, depending on moment(do not 

skip holds). 
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Concepts regarding developmentof motor 

thought: 

Components that must be identified and trained 

separately include „claw”, body tension, strength, 

coordination, balance, blockage, endurance; 

 development of movements memory (simple or 

complex = sequence of movements) in order to 

form skills; 

 Avoid traps to see a single solution approach to a 

route. 

 

Conclusions: 

The factors that influence the evolution of a 

climber depends on: fitness, training settings, 

psychological component and motivational 

dynamics related to the moment of competition. 

This study provides as regards the sport climbing 

from Romania: 

an analysis of the current top level climbers; 

comparison with the previous years and following 

the evolution of this sport at international level; 

SWAT analysis of the problems of the national 

team  (the description of strengths, weaknesses, 

opportunities noting the team, as well as factors 

that threaten); 

proposals to develop this sport in Romania; 

conclusions on improving the knowledge and 

inclination to study and dedication motivational 

specialist supported both coaches and athletes. 

opportunity to study mental training and 

relaxation techniques Schultz psychotherapy versus 

other motivational techniques, analysis by coaches 

favorable results as well as failures. 
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Abstract 

 

Communication physician-patient remains an important dimension of the medical act, despite 

massive technologization computerized diagnostic systems, in which the patient, alone and 

naked, lives anguish and regression refreshes the primordial fears and not the least, 

experience humiliation, along with sadness and helplessness. 

Objective: Description of the act diagnostic and therapeutic communication, princeps as a 

condition of medical propedeutic. 

Hypothesis: Attitudinal behavioral changes in disease are great and different from acute to 

thechronic, and also from a person to another, depending on somatically condition and its 

pre-morbid personality.  

Results: The present paper review: dialogue with the patient, listening ability, benevolent 

neutrality, magical thinking on the disease occurrence, power given by society to medical 

act; description of attitudinal behavior changes induced by disease, diseases types and 

patients, as well as psychological connotations of clinical diagnosis. 

Conclusions: The disease is an existential impasse, with its emphasis on premorbid traits of 

addiction area, anxiety, self-centered, narrowing the sphere of interests, Ego excitement and 

cenestopathy apotheosize. 
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The size of the physician - patient relationship, 

communication is as important as knowledge, with 

multiple levels of manifestation. This can occur a 

tintra personal, interpersonal, communicating with 

family or communicating in groups of patients, if 

necessary. Nonverbal communication is important, 

because it is objective ("God gave man the words 

to be able to lie") (Constantin, M.N., 1981). On the 

other hand, in the act of diagnosis there is that open 

question, which encourages reflection and 

reformulation. Medically speaking, it is important 

to have the ability to translate in terms of non-

medical condition of the patient and to encourage 

them, without giving them false hope. The doctor 

himself is dominated by the need to help and that 

do so gladly favors the appearance of the transfer. 

The "Take up thy bed and walk" is an imperative 

communication, suggestive, meaning that at 

Delphi, the man went to communicate. 

Today, communication is impiety by technology. 

Communication involvese motional resonance, 

disease representing a moment of existential crisis. 

Medicine, beings acerdotal, gives the doctor the 

ability to control time and each other's lives, 

therefore communication doctor –patient is a 

manifestation of ideas, thoughts, prediction made 

face to face with the patient (Constantin, M.N., 

1981)..  

Dialogue with patients should be structured, but not 

formalized. Because medicine, overtime, acquired a 

sacred and empirical aura, this thing involves a 

mature approach in medical cases, in terms of 

communication, patience in "making medicine case 

by case" and especially, the art of knowing how to 

listen. The patient appreciates in the first place 

doctors who know how to listen (it is an active 

listening, not passive, like the one in music) and 

secondly appreciate what they say. It's kind of 

carefully listening, which can be translated as 

"watch and support him", gestural (Constantin, 

M.N., 1981)..  

Also, benevolent neutrality can be translated by a 

different set of rules, such as:"I express kindness 

that other speaks to me."Most affected by the 

disease and more sensitive to communication are 

older patients. Elders need to contain phrases, 

summaries do them, paraphrases, ask them 

questions. Patients do not tolerate lack of listening, 

hostility, rejection, inequality in treating patients 

and most important, communicate with each other, 

which makes the doctor to be vulnerable. Last but 

not least, medical images ensure therapy 

compliance.  

Magical thinking involves that in disease every 

thing starts from an offense ("New Age"model – 

Integrative Medicine) (Dubos, R. 1974). The 

importance of friends is proven even if the disease 

(credible models will be most of ten taken as a 

norm or rule that "it will happen to me"). Doctor’s 

questions about family, patient's life outside mental 

disorder, existingmethods, detailed explanations 

regarding treatment, the regime to be followed, 

helping him to decide on what you need to do 

further. 

In the patient's life, of paramount importance is the 

moment disease occurrence. The doctor, through 

dialogue with the person in front of him, sees how 

the patient knows to be sick (from Latin models, to 

be arstoically). Questions such as: "What do you 

think it caused your illness?"sent to the fantasmatic 

model that dominates the concerned subconscious. 

Physician authority fascinates. Questions such as: 

"What would you like me to do?" or "How do you 

think I can help you?" are symbolic negociations, 

which are important in the placebo phenomenon. 

Physician and patient, unknowingly, chose 

themselves, just as patient selected creates 

physician image(Dubos, R. 1974). When the 

patient comes to the specialist, it is a sure sign that 

he has already exhausted friends and he wants to 

lead this search (of a possible answer regarding 

their condition) a step further. What patients may 

not know, but the physician should be extremely 

aware of this fact, is that 80% of diagnosis puts it 

your history. The patient wants in the first place 

listening and then the therapist competence, that is 

why it feels good  speaking, explaining, trying to 

intuit what up set the patient. Physical barriers are a 

sign of defensive medicine. Even when patients ask 

for some thing to limit the legal aspects, pure 

intention is not to fool medically (Dubos, R. 1974).  

In roles’ theory, physician is invested with power 

by society (sacerdotal function - the patient stands 

naked in front of the doctor, humble, gives blood, 

while specialist knows more, has the answers to the 

questions the patient has the solution). 

Transfer is high  on the doctor, because it has the 

authority and prestige. At the same time, if 

expectations are deluded, negative transfer occurs 

(physicians are blamed and are defamed). 

The orientation of the patient is more related to 

affective dimension, while orientation is related to 

disease physician. From this perspective, we can 

say that there is a kind of negotiation, in which the 

patient him self suggests a specific diagnosis. 

However, a sin any negotiation, the patient should 

not belied to. Treatment success can be considered 

if only decrease depression, after hearing a severe 

diagnosis. The therapist must communicate their 

interest in sick, even if some times it does so in a 

manners lightly histrionic, but it should not leave 

them the impression that can be tricked or can hide 

information that could assist in the diagnosis 

(Dubos, R. 1974). Balint said that, in many cases, 

medicine is the doctor himself. 

Psychological content of clinical diagnosis 

Clinical diagnosis offers count less traps, especially 

to the young doctors. There is satisfaction (pride) to 

have put a diagnosis, after that; reduces the 

problem of treatmentitself.Somaticdiagnosishas 
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come to be more valued than the functional 

(example psychiatric) and physicians even more 

satisfied, as diagnosis is more related to the 

anatomical part (Delay, J. 1984). There's another 

side to the coin, when the doctor gets to feel 

embarrassed, to "offer" the patient's symptoms 

cannot give a physical diagnosis. 

From this point of view, diagnosis levels can be 

divided in to three categories: surgical diagnosis, 

which is symbolically saving, the medical 

diagnosis, which is situated in the middle area and 

psychiatric diagnosis, which is sometimes regarded 

as having positive meaning and representing an 

uncertain area. 

Behavioral regression issue from the psychology 

and health pedagogy perspective 

Regression involves reactivation of attitudinal 

manifestations, desires, aspirations, expectation, 

explanations and skills from childhood. It exists in 

every individual and depends on: disease, pre 

morbid personality, experience of illness, severity 

and evolutionary moment. In mental illness it is 

higher, which make sand dependence of therapist to 

be higher. 

Transference and counter-transference phenomen a 

condition including pharmaco-dynamic action of 

the drug and placebo phenomenon. The patient 

invests the doctor, following an empirical 

pedagogy some time acted upon. Regressions 

require handling the transfer itself and pedagogy 

and ensure patient compliance to treatment. Also, 

chronization of the disease requires pedagogy, 

because the role and status changes involvere 

habilitation and physiotherapy to accept 

compromise (a new way of life, limits, possibilities, 

demanding). Balint said that this pedagogy is 

similar to child evolution to adulthood, disease 

supposing limitation of patient freedom. 

Emotional and behavioral regression (Delay, J. 

1984)  given by disease include: externalization 

excessive suffering, childish attitudes, "whining"  

tone, tyranny, as the case-commanding tone. Delay 

and Pichot postulated egocentrism, as the horizon 

restriction, cenesthesia growth, the importance of 

nutrition, excretion, digestion, disease sensations 

related or not, leading to whim and terrorizing the 

entourage of the sick individual (Delay, J. 1984). 

Dependency on physician and entourage involves 

responsibility decrease and presents secondary 

benefit. Prevalence of emotions, primary emotions 

(unipolar development) intensely, expansive, 

complained, anger, joy, decreased tolerance to 

frustration, signals a fragile personality and 

ultrasensitized due to illness. 

Other cues of emotional and behavioral regression 

(Festinger L, 1954)  would be: 

aggressiveness(resulting from dependency) anxiety 

+/-sadness, depression, with its somatic correlation. 

Illness as the major source of various mental 

stresses 

The disease is a threat to integrity of state and 

individual role. French surgeon Leriche said that 

disease is a somatic condition of the patient. It is 

also, a moment of awareness of the patient and 

contributes to the state of permanent tension, 

starting with diagnosis and until medical 

interpretations and following proper treatment 

(Festinger L, 1954)  .  

Negligentlyregardingtocertainsymptomsmaybeself-

criticalandlaudatoryjudgment (by physician or 

patient), there are three versions of the report  

individual –disease (Gabbard, G.O., 2007): 

o disease acceptance. This stage can be 

realistic, rational, involves behavior 

adjustment, but can also lead to a 

disproportionate awareness. 

o disease ignorance. Low level of culture we 

may say. Also, depending on the disease 

type(mental, neurological) stronge motional 

tension moments occur or total ignorance, 

which may cause feelings of pride 

(laudatory state). 

o denial of the disease. Some patients, not 

subject to limits, under estimate symptoms 

and have a defiant attitude, self deluded 

(unconscious defense mechanism). 

Often, cancero-phobich as neurotic symptoms 

while true patients do not go to the doctor. Here, as 

in other types of moods and anxiety, there are 

various attitudes of the patient to wards the disease 

it self or to the doctor/caretakers (Gabbard, G.O., 

2007). The combative requires mental balance and 

adaptation to reality. The attitude of resignation 

indicates lack of interest, depression, fatalism. 

There are individuals who seek refuge in the 

disease, its secondary benefit (histrionic 

personalities). Problematical attitude induces to 

patient guilt, "negotiation", looking guilty able to 

show stoicism, access to subculture (evil eye 

charms). High valorization of illness shows, 

indifferent registers, experience of self-awareness, 

reflection, shift, but may be a sign of poor 

performance (Gabbard, G.O., 2007) 

The disease is an existential impasse, especially 

when the changes touch the wish area of the 

patient. Limits physical and mental capacities, lost 

some gratification. Illness involves environmental 

changes (example: hospital atmosphere, changing 

customs and rituals of daily, etc.). Relational 

changes occur: sometimes the lower hospitalized 

contacts with family, for others- increases the 

feeling of emotional security. Among the things 

that are factors of stress for the patient, the most 

common are un fortunate examples are: inductions 

iatrogenic, conflicting information about the 

disease (sequelae, relapses), what the patient 

knows(fear of the unknown), anxiety related to 

investigations, therapeutic measures, allergic 

history, medications that "not doing well". Family 

and professional reinsertion after illness/treatment 
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may also cause a high degree of stress. The idea of 

being a burden to family and entourage 

embarrassment cause panic to patient and is often 

transmitted to physician.  

Behavioral changes induced by disease 

In most cases, milddiseases are treated in as hort 

term, not affecting the patient serious social 

balance created over time for those who want it 

maintained, both hospitalization and, especially, at 

discharge. However, the issue of behavioral 

regression, evasion, use of the disease as an excuse 

to resign from social obligations is behave or 

sinduced by disease, sometimes have dramatic 

consequences (Goanga F.S, 1938).  

The patient may exaggerate symptoms and thus 

achieves its aim to decrease the effectiveness of 

treatment, behavior coupled with a pessimistic 

mood leads to worsening symptoms). Also, you 

may notice an increase in introversion. 

Ego exaltation (Delay, J, 1984) (concept evidenced 

by Delay and Pichot) is what makes the individual, 

as a patient, to express themselves in the register:"I 

a man interesting case."This  "status" gives the 

proud satisfaction and lead to greater primitive 

narcissistic traits. Beyond all these aspects outlined 

above, but the disease can symbolize a school of 

human mutual aid: solidarity between people 

suffering is impressive. 
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