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Abstract
The economic theory drew the conclusion that cyclicity represents the normal/ natural shape of "movement" of the real economy and / or of economic dynamics (both macro and micro level). The issue of growth and development in any country in the world remains connected to the dynamic and/or static balance state; continuous/ permanent evolution of needs on the resources funds inevitably induce oscillatory nature in the evolution of macroeconomic indicators. Cyclicality in the business has been and remains a subject which in different works / studies focuses mainly on the causes generating these fluctuations in economic activity and the manifestation of the phenomenon itself. This paper will relate exclusively to the cyclic evolution of the economy that is manifested in a relatively regular basis, following a certain pattern.

JEL classification numbers: M12, M21
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1. Introduction
Cyclical fluctuations in economy are determined by factors related to the business operation and the interdependence of its parts (the amount of growth at the national level results as an amount that is going on in n companies with individual consumption, etc.); ultimately it is considered that these fluctuations are caused by human behavior over time. There are fluctuations in aggregate and that reproduce with some regularity (although they can not be assigned / predicted rigorously); there are random fluctuations caused by seasonal factors or traditions in consumption. This type of cyclical sinuous developments entered in theory under the name of business cycle, when we report from a macroeconomic perspective and when we refer to the firm level. In fact we implicitly infer that this cyclic evolution of economic life (ie business) is equivalent to what is called "dynamics of economies." For the purpose of our research we distinguish between the following concepts:
- Cyclical fluctuations in macroeconomic perspective are called "macroeconomic business cycle" (abbreviated MBC); yet our analysis focuses on this type of economic cycle; 

- Cyclical fluctuations of microeconomic perspective, ie the business cycle at the firm level (abbreviated BCF). 

It is not clear/concise bounded the term "economic growth" to "economic development" (the latter concept includes additional aspects related to the quality of the human factor in a country), but economists most often refer to macroeconomic indicators such as: 

• GDP evolution; 

• the employment volume; 

• the size of the capital and the investment rate; 

• the innovation and scientific research level; 

• absorption capacity of the internal market;

• participation in international economic circuit.

 Cyclicality in the business has been and remains a subject which in different works / studies focus mainly on the causes generating these fluctuations in economic activity and on the manifestation of the phenomenon itself. This is because the prediction itself of the phenomenon remains extremely difficult both macroeconomic and firm level. However, studies on the business cycle (both perspectives) reveal a particular utility when proposing / suggesting prediction tools of the phenomenon, tools that can be useful later in the real economy.

2. Literature review
There are a number of researchers that have analyzed macroeconomic cycles for major developed countries of the world, but the phenomenon remains confirmed as statistical report approximately for the last two centuries (Houston, Kondratieff, Kuznets, Juglar, etc) [1]. 

According to Samuelson’s opinion, an economic cycle is an oscillation in the total national production, income and use (employment), usually lasting between 2 and 10 years, marked by a wide expansion or contraction in most sectors of the economy"[2]. So in this view we bear in mind that a complete cycle includes two main phases [2]: 
- Expansion or upward phase; 
- Recession or declining phase; 
Other definitions regarding the business cycle from macroeconomic perspective discuss about four distinct phases of the phenomenon, but different authors’ optics do not vary much if is analyzed comparatively such opinions (in essence it is discussed about the upward phase, the peak of the cycle, the downward phase and then the the minimum (bottom) of the motion after which resumes the upward phase again).

After Grand Larousse Encyclopedique, the business cycle phases are: the crisis itself, depression, incomplete landing recovery, expansion; Francesco Forte points out that the typical business cycle consists of four parts: the ascending phase in which increase production, the degree of use of labor, business volume, prices and speculation; the maximum absolute or relative phase, a period of decrease (absolute or relative); a low point from which the restoration begins. Franco Poma believes that the four phases of the cycle are: expansion, upper turning point (crisis), depression and lower turning point (resuming, starting recovery, respectively, of the expansion). 
In the country, the recession period is regarded as the period when the real Gross Domestic Product (GDP) declines over two consecutive quarters; expansion can occur during different time duration, whereas the evolution of this indicator on quarters and / or years will always be oscillating.
A modern definition of business cycles was given by Lucas (1977) - who defines aggregate cycles as deviations of real production from its trend for a number of n years (usually it is included in the analysis a period of 2 or more years to reveal this phenomenon) [3] . In Fig. 1 we introduce the chart of a decennial cycle, noting that other types of cycles are approaching the sinuous/oscillating movement of this pattern suggested (generically we believe that this model defines any type of MBC).
[image: image1.png]Growth development

ayeas




Figure no. 1 The model of a decennial cycle of type MBC
Source: Compiled by Authors
From the graphic sketch suggested we conclude that socio-economic development of any country (wealth, income, standard of living etc) generally follows an upward trend but economic life follows a cyclical movement that tends to recur after a number of years.
3. Economic cycles at macroeconomic level 
Following the issues raised regarding macroeconomic cycles occur inevitably questions such as: To what extent based on past statistical data can be predicted the cyclical phenomenon? To what extent the same phenomenon may or may not be dominated by decision makers at country level? In general, at macroeconomic level (sector, industry and national economy) there are used a series of synthetic indicators with sufficient power of expression for the overall economy (often the economic growth equals GDP evolution): 

• National income, GDP etc .; 

• Volume of material production; 

• Retail sales volume; 

• Investments and savings 

• Aggregate demand; 

• Aggregate supply; 

• Employment of labor; 

• Other synthetic indicators provided by statistics.
Beyond defining and trying to predict certain categories of macro-economic cycles is noted that economic theory connects the Great Depression of 1929-1933 with the minimum phases of decennial and longer than decennial cycles (in the sense that the emergence of profound economic crises, including that we are experiencing in 2008 and so far can be explained by duplication / synchronization of minimum phases of two or more different types of economic cycles). For the purposes cited we will reserve a special place in our research to cycles and / or waves studied by N. Kondratieff, since there are already several statistical, empirical confirmations, and of other nature showing that the predictions made ​​by him remain highly relevant today [4]. 
We remember that in theory were identified six distinct categories of economic cycles (depending on the time needed for a full cyclic movement, ie the full completion of the two and / or four stages in relation to how the phenomenon is defined in advance), as follows [5]: 
1. Very long cycles of 500 years, identified by Raymond Wheeler; 
2. Long cycles of 180 years; 
3. Secular cycles of 100 years; 
4. Cycles of 50 years, Kondratieff type; 
5. Decennial cycles of 10-20 years, Juglar type; 
6. Short cycles of 1-10 years.
4. “Waves” of Kondratieff and current realities
50-year cycles, Kondratieff type, were and are most vividly discussed as for all traditional industries (coal, steel, automobile, petroleum, consumer goods etc) actual statistics since 1920 and to date confirms the manifestation of "waves" identified by this economist [6]. In essence, Kondratieff argues statistically and empirically that the economic life of a country follows a oscillating/sinuous trend of a long “wave” type repeating itself at intervals of about half a century. This long "wave" includes two steps or cyclical movements (opposed to each other as a trend), respectively: 
- An upward phase for a period of about 25-28 years in which firms and households will register a positive trend of progress (even if this period of prosperity may be interrupted occasionally by brief recessions); 
- A downward phase for a period of about 25-28 years, in which governments, businesses and households are forced to face a permanent downward trend of economic prosperity (even if during these periods more than 2-5 year can register 2- relative economic growth, ie GDP growth, reduce unemployment, increase total demand, etc.). 
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Source: Compiled by Authors After W. Houston, Riding the Business Cycle, Little, Brown and Company, UK, 1995, p.165

Figure no.2 Wave K4 predicted by Kondratieff and the actual realities of the global economy
Moreover, the fourth Kondratieff wave, called generic K4 (named after the Soviet economist) resulted from statistical extrapolation of data analyzed by Kondratieff for major developed countries in the 20s [4]. According to studies and predictions of Kondratieff "wave" K4 should record a downward phase since 1971 to reach a minimum (bottom) in 1997 [4]. Idealized graphical version of the four Kondratieff "waves" (K1-K4) was the subject of very detailed analysis in economic theory; Schumpeter, Houston and other authors largely confirm the expression of Kondratieff type cycles (meaning that the actual events in the global economy, at least for all traditional industries closely followed the trend described by "waves" K1-K4) [7]. In Fig. no. 2 we present an idealized version of the "wave" K4 predicted by Kondratieff and suggest some connection with the current situation in the global economy.
Thus, as a partial conclusion on studies of Kondratieff, we can say that the "wave" K4 manifested in the global economy but with a misalignment of about a decade in development of time. This atypical manifestation of "wave" K4 type Kondratieff occurred because of economic growth brought by new technologies in various sectors and what by what we call synthetically "knowledge revolution" (as suggested in Figure no. 2). It is largely known that today knowledge has become a new type of resource and knowledge acquisition and processing are essential for companies throughout research, development and innovation activity (RDI).
Current approaches to human capital theory, especially the capabilities and qualities of the individual as an employee and member of society, have resulted in the emergence of unimaginable socio-economic trends a century ago. Again, such approaches / currents overlapped somewhat inevitably as analysis plan, namely the social and/or macroeconomic perspective blend permanently with the realities of the organization. However, human capital and / or human resources of the company have now become an essential asset to achieve economic performance; especially after the appearance of the work requiring the concept of "business excellence" the employees become a separate asset in modern society [8]. This is because only employees are the ones who can acquire, process and share knowledge of various types; only they can value knowledge as an inexhaustible resource of the society and / or company. As known, nowadays it is discussed more strongly by different analysts about the "new economy" or "knowledge economy" or “post-industrial society” or “digital society” or “neural economy", etc [9]. In fact, we believe that the vector around which gravitates knowledge revolution and the actual type of society (whatever the phrase designating it, as invoked) it is given by the educated employee, access to knowledge and organizational climate that fosters (automates) processing more sophisticated knowledge by each member. An equivalent of the idea previously invoked is found in the phrase of RDI activity (research, development and innovation) that should be a key concern for any business organization. Without continuous investment in research and without new innovations (both technical and social) is hard to predict a prosperous future for the company. By definition, innovation and RDI activity for all business organizations that aim explicitly to exploit or not to exploit knowledge of different types; exploitation of such knowledge requires skilled, motivated and attached employees to corporate objectives. 
5. The evolution of the company and business cycle
The diversity of problems concerning financial, accounting and economic activities of the entity in terms of cause-effect relationship requires research, analysis and interpretation of economic and financial accounting diagnosis. 

It is known that the national economy "sums up" the realities and performances obtained annually at the level of all firms and / or economic "actors" in the sense that certain macroeconomic indicators (such as GDP) reflects the total of the value added by the population within a year. As mentioned above, the relationship between micro and macro is complex and nuanced and difficult to identify through a descriptive model either mathematical, empirical or of other nature. 
Analyzing financial and accounting data for various companies (ie those listed on BSE) for n years we find that a firm's business evolves sinuously, unpredictable and not following a linear trend. In other words, any business organization is constantly faced as reality / consequence of the battle of competition and of the market mechanism, with the exit hypothesis or assumption of reaching bankruptcy. How and through what tools can the top company management anticipate / prevent the risk of bankruptcy? What are the main models and recommendations theory offers in this respect to the decision makers in the real economy?

Today in all countries, both in the developed and the less developed, firms operate their activity in a competitive environment extremely complex and volatile. Their reactions will have an adaptive character and will be able to survive and will eventually get the necessary profit to reward shareholders if they get to know the environment, to dominate it or at least use it. Otherwise, the analysis by top management of opportunities / threats will suffer; therefore in this case it will waste time, it will consume resources and is sufficiently likely that the organization will gradually approach bankruptcy. 

A primary concern for companies who is information regarding the rules and practices applied by competitors in the segment market they work (weaknesses of competitors, their strengths, technical or technological news, their reaction to certain changes, how they acquire knowledge, market studies etc). 
Or, to this dynamic environment firms must respond by targeting the processes occurring within them. The aspects brought ​​by us in question remain fully valid in economic prosperity phases (upward phase of MBC) and during periods of economic recession or deeper crisis. Intuitively, we understand that top management’s tasks in times of recession or crisis become more complex and nuanced. 

In times of deep economic crisis, the statistical data reflect the explosive growth in the number of bankruptcies in all countries; in the USA, England, Italy, Spain and other Western countries, the statistics for the period 2006-2013 are sufficiently relevant (Table no.1).
Table no. 1 Evolution of bankruptcies in main states in Europe and the USA
	State
	Year 2006
	Year 2007
	Year 2008
	Year 2009
	Year 2010
	Year 2011
	Year 2012
	Year 2013

	USA
	94187
	91469
	103214
	206365
	186815
	212523
	180642
	108505

	United Kingdom
	13111
	12748
	13883
	19191
	16563
	16588
	16612
	15306

	France
	4423
	4555
	4477
	5487
	4943
	4571
	4563
	4736

	Spain
	968
	1399
	2388
	5824
	6055
	6565
	7995
	9959

	Sweden
	5643
	5314
	5666
	6971
	6634
	6338
	6883
	7196

	Italy
	8827
	5518
	6498
	8354
	10089
	10844
	12311
	14272

	Romania
	10431
	14104
	15683
	19894
	19558
	19651
	26807
	29587


Source:http://www.tradingeconomics.com/country-list/bankruptcies, http://www.onrc.ro/index.php/ro/statistici,http://www.buletinulinsolventei.ro/index.php/ro/statistici, http://www.wall-street.ro/articol/Companii/26753/Comertul-liderul-falimentelor-in-2006.html
In the current global environment dominated by, volatility and uncertainty arise new questions / dilemmas on the business cycle and the risk of bankruptcy of companies in various stages. 

Whether we are talking about corporate bankruptcy firm or a small firm, the only difference between them is the one resulted from the amplitude of the ”shock” wave induced in socio-economic plan. The greater the economic entity on edge of bankruptcy is the greater is the number of several other economic entities (default employees, families, etc.) that will potentially be negatively affected; there is a tendency for self-protection of the individual and that through generalization / amplification of it leads to distrust and fear. Although socio-economic effects of bankruptcies are directly proportional to the size of companies, the causes that lead to failure are often the same.
The economic theory is not able to provide a particular model (in the sense of already built) for decision makers in the real economy, based on which it can be prevented / avoided bankruptcy. Every business needs to build and to apply its own business strategy in the competitive environment, both in boom periods (upward phases of MBC) and in times of economic crisis (descending phases of MBC). So, top management of each business organization is called upon to examine the entity’s evolution in the past and to build scenarios for the future; This means strategic thinking / vision based on market realities and practices of other competitors [10]. 

Accepting the idea that linear growth of a company is not possible, questions arise such as: What should managers do to prevent and mitigate crisis manifesting in doing business? What are the changes that appear in business strategy to mitigate the crisis and to recover quickly?
The source of financial failures of a company can be summarized in a few words that are commonly known in various social contexts; often, society and various analysts sanction nonperformance of managers and believes / concludes that they can behave irresponsibly, demonstrate greed, engage in excessively risky/ hedge activities etc. Society characterizes by such phrases poor management applied by firms that have been made ​​bankrupt. 
Managers of any company, if applicable, have a number of specific indicators that may signal (individually and/or cumulatively) the eventuality of bankruptcy risk of the organization. For the purposes invoked, it is however needed a separate analysis that mixes past and present of the company based on market realities; such analysis is based on quantifiable aspects (from the accounting firm) and on the non-quantifiable aspects that define the state of the entity. In theory, the decision maker can begin this analysis with the evaluation of indicators of liquidity that measure the ability of the company to meet its short-term obligations for the realization of calculations being used current assets (the most liquid: cash in bank and house, claims receivable, stocks of bond paper, etc.); necessary data are included in the balance sheet.
There are some economic models, predominantly financial-accounting that are known and used in business practice to estimate / predict the risk of bankruptcy of a firm; Such models have been developed since the early 80s, mainly based on the work of E. Altman [11]. Among these synthetic models we only remember the name and basic idea of ​​three models that may be considered by decision makers: 

· The Z model built by E. Altman Z  based only on the information that can be found in Anglo-Saxon accounting firms, they being included in a score function on five variables and four weights coefficients; by summing and weighting it is determined the Z coefficient (under 1.8 the company is close to bankruptcy, and over three it is very solvent); 
· The Conan-Holder model is largely comparable to the previous one as it includes also a function score with 5 variables and it is applied on the basis of the data from the accounting of the firm; score resulting from the application of the model is completely different (negative values ​​of the company mean reaching bankruptcy of the firm and positive values ​​of the score equals a more positive situation for the company); 
· The "Rating" model or Score assigned by a bank to assess a company, being developed by the French Central Bank, and later adopted by many commercial banks including Romania; this model also includes a score function and processes only information from the accounting of the firm (the final interpretation: for a score less than -0.25 there is maximum probability of bankruptcy).
To illustrate the complexity of the issues related to estimating the risk of bankruptcy of the company (whether or not we take into account the economic dynamics) we point out that the data from the balance sheet of a company are usually more difficult to interpret and brought to a common denominator. In other words, there are needed more accounting-financial indicators to diagnose the situation of the company at a time, and on this basis to draw a hypothetical BCF as a prediction of the next n years. In addition, the difference between the accounting systems between countries, the difference between the accounting practices and usages between economic sectors in the same country, the size of firms and the socio-economic development of the country will complicate trying to predict the bankruptcy risk of a firm. For example, based on actual accounting data for two companies in the pharmaceutical industry (Antibiotics Iasi and Pharmaceutical Remedia Hunedoara - Romania), each with a significant segment of the market, we can trace synthetically the development of core indicators for these entities for the period 2004-2013 (Figure no. 3).
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Figure no. 3. Evolution of profit and turnover for Antibiotics SA
Source: Compiled by Authors data are taken from public evidence: BVB Bucharest, http://www.bvb.ro/
The concrete situation of the two companies for which we present graphically some basic indicators for a long period of time (Figure no. 3) forces us to conclude that the value of each major / significant indicator from the accounting of a company evolves extremely sinuously / oscillatory in a number of n years. In fact the graphic situation presented for the two companies constitute a manifest confirmation to some statements / assessments made ​​earlier that the evolution of any company for n years has been and remains in extremely sinuously / oscillating as general business trend apparently with no direct connection with the dynamics of national economy. The statement requires multiple explanations. For now it can be said that only top management of the company can realistically connect the dynamics of its own entity to the dynamics of the national/global economy.
6. Conclusions
In conclusion it can be said that microeconomic and macroeconomic theory now have few theoretical models or constructions in which to put face to face the cyclical evolution of business at the firm level (BCF) and the macroeconomic business cycle (MBC) . However, remember now the conclusion that estimating the risk of bankruptcy of a company remains a topic of actuality both for upward phases of MBC and downward phases of the same cyclical movement. Consequence of data shown graphically in Figure no. 3 is some questions: "Which of significant indicators of the accounting of the firm is more suitable for predicting the risk of bankruptcy?" "How does top management should proceed to accumulate in a single "equation" the accounting indicators that have a total different content (in attempts to describe the trend of the 2004-2013 periods)?" "What's the place that should be reserved for cash-flow for each company in an attempt of estimating the risk of bankruptcy?".
Formulating sufficiently reasoned answers to questions such as raised requires more complex and comprehensive analysis on the progress of both companies exemplified in Figure no. 3.  However, based on indicators of two figures there can be drawn a number of conclusions about the course of business of the two companies in the decade analyzed:

· In case of Antibiotics Iaşi it can be noticed that the turnover follows a upward permanent trend which means a positive situation; Instead, profits have evolved highly "fragmented" and in 2006 it approaches zero. How can be explained the fact that in 2006-2007 the company has not gone bankrupt although profitability was almost zero? How can be explained the opposite evolution of the two indicators? 
· In case of Pharmaceutical Remedia it can be noticed a situation somewhat similar, but there are different the times at which the two indicators evolve in opposite directions (to Antibiotics SA Iasi); turnover also follows a upward permanent trend so a positive situation; profit evolves  "fragmented" but zero is reached in 2008.  Also in this case questions arise such as: How can be explained the fact that in 2007-2009 the company has not gone bankrupt although profitability was almost zero? How can be explained the opposite evolution of the two indicators? 
· If we include in the analysis other indicators such as the evolution of the number of employees it becomes more difficult to formulate relevant conclusions; if for each of the two companies, the number of employees has been relatively stable over the decade analyzed, it results that companies inevitably record partly contradictory evolutions over time (at least at a brief analysis of the overall financial economic situation).
The situation presented graphically in Figure no. 3 gives two concrete examples of situations in the real economy where profitability is extremely low for a short period of time (2-4 years) and yet Antibiotics and Pharmaceutical Remedia reflect a rather favorable path as general trend for 2009-2013. It is therefore appropriate the conclusion that in times of economic crisis or deep recession in the national/global economy (between 2009 - present) certain business organizations manage to implement a performance management and record positive developments as general trend of business. The phrase "favorable developments as general trend" we understand the fact that these companies are able to remain in a "zone" far away from the eventuality of bankruptcy risk.
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