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EDITOR’S NOTE 

 
Dear readers, 
Dear authors and friends,  

You hold serial V-th volume (number 2 – June 2012) of scientific 
journal “KSI Transactions on Knowledge Society”, published since 
2008 from Knowledge Society Institute, Sofia, Bulgaria. 
In the previous issue of the magazine we published invitation for V 
International Science Conference “Knowledge Society” and VI 
International Science Conference for Young Researchers “Technical 
Science and Industrial Management”. According to the indicative 
working programme, more than 35 scientific papers will be 
presented at the conference from scientists from Bulgaria, Romania, 
Ukraine, Lithuania, Latvia, Czech Republic, Slovakia representing 
more than 10 universities and Research and Development Centers. 
More information about the conference is available on the Internet – 
www.iscks.org. 

In this issue of the KSI Transactions on Knowledge Society we 
published 6 scientific papers from scientific sections: Management.  

All scientific papers were put under independent review from two 
persons with academic rank. They selected most valued scientific 
papers. Currently, reviewers of the magazine are professors and 
associate professors from 8 countries and 12 universities. We 
encourage our readers to become reviewers of the magazine.  

Editorial Board expresses his gratitude to the reviewers for their 
qualitative and thorough work.  

In the same time we offer of all of you not only to read published 
papers. You could send to our journal results of your investigations, 
idea and papers on the issues of Knowledge Society. 

Kind regards of all our readers! 
 

Editorial Board 
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Applying the Principles of Sustainable Development in 
Resource Saving Industry 

Voytko S.V., Stavska S.M. 1 

 
 

 
Abstract In this paper the conceptual model of interaction 

among participants of the innovation process aimed to achieve 
sustainable development is withdrawn. The comparative analysis 
of the main areas of alternative energy is given. Value 
Proposition of innovative resource saving technologies was 
created. 

Keywords - Sustainable Development. Renewable energy. 
Innovations. 

 
I. INTRODUCTION 

 
Innovations play important role in ensuring sustainable 

development. Complex approach in building a strong resource 
saving industry plays a key role in sustainable development of 
the country. Therefore, advantages and disadvantages of using 
a certain source of alternative energy should be thoroughly 
analyzed. Direct and indirect benefits of the implementation 
of innovative resource saving systems should be listed and 
taken into account in the Value Proposition process. 

 
II. THE RESULTS OF RESEARCH 

 
A. Regional policy  

Regional policy should be built taking into account the 
index of sustainable development and the degree of 

harmonization of a region. The aggregative model of 
interaction between participants of the innovation process is 
aimed to achieve sustainable development (Fig. 1). 

The term business cluster (an industry cluster, competitive 
cluster) was introduced by M. Porter. The economist defined 
business cluster as a geographic concentration of 
interconnected businesses, suppliers, and associated 
institutions in a particular industry. Clusters are aimed to 
increase the productivity that enhances competitiveness of the 
company on a national and global level [1]. 

A cluster is a set of complementary structures, which may 
include manufacturing plants, suppliers, outsourcing 
companies, research and educational institutions and others. 
Together, members of a cluster achieve flexibility and speed 
in handling the tasks, reduce the cost of a product, and 
enhance its competitiveness. The benefit for regional policy is 
simplification of the controlling process of resource allocation 
within the cluster in a region and between regions. The 
acceleration of manufacturing processes leads to increase of 
cash flow and helps to increase market share for companies 
within the cluster. Thus, an Anchor Company in a Priority 
Sector/Industry has the potential to become the leading 
company in terms of bringing the capital into the region.  

Under the innovative potential we mean the ability of the 
enterprise (cluster) to implement innovative process.  
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Under the innovation network we mean the organization 
that consists of teams of innovators who share the vision of 
community and through their own ideas, elaboration, actions, 
exchange of experiences, etc. contribute to achieving strategic 
goals.  

Because of mutually beneficial activities companies are 
willing to join clusters. In compliance with the regulatory 
concept of sustainable development in corporate policy 
claimed by Anchor Company, eventually, other companies 
within the industry will follow the same policy. 
 
B. Comparative Analysis of the Main Areas of Renewable 
Energy 

There are five main areas of alternative energy. Consider 
statistics in each area for further analysis (Table I). 

1. Solar energy is currently the mostly expensive. Solar 
powered electrical generation is based on photovoltaic and 
heat engines. According to Bloomberg New Energy Finance, 
in March 2011, put the 2010 cost of solar panels at $1.80 per 
watt. We should note that estimated price would be constantly 
decreasing [2]. Germany is one of the world's leading 
photovoltaics (PV) installers, with a solar PV capacity of 
almost 25 gigawatts (GW) estimated in 2011. The largest 
solar power installation in the world is the Solar Energy 
Generating Systems facility in California, the USA (a total 
capacity of 354 megawatts (MW)). China has over 400 PV 
companies and produces approximately 23% of the 
photovoltaic products worldwide [3]. 

2. Wind power is worldwide used. There are currently 
many thousands of wind turbines operating (a total nameplate 
capacity of 238,351 MW in 2011). World wind generation 
capacity more than quadrupled between 2000 and 2006, 
doubling about every three years. China has been rapidly 
expanding its wind installations in the late 2000s and passed 
the U.S. in 2010 to become the world leader [4]. 

3. The biomass power generating industry is well-
developed in many countries. In the USA it consists of 
approximately 11,000 MW of summer operating capacity 
actively supplying power to the grid and produces 
approximately 1.4% of the country electricity supply [5]. 
Biofuel derives from biomass. Bioethanol is widely used in 
the USA and Brazil; biodiesel is common in Europe. 

4. Geothermal power is a very promising area for 
development and rapid growth. In 2010, the USA was a 
leading country in geothermal electricity production with 
3,086 MW of installed capacity from 77 power plants. We 
should take into consideration the Philippines, who is the 
second highest producer with 1,904 MW of capacity online. 
Geothermal power makes up approximately 18% of Philippine 
electricity generation [6]. Currently geothermal energy is the 
least used in the world. 

5. Hydropower is produced in 150 countries. Especially we 
should note the Asia-Pacific region that generated 32 percent 
of global hydropower in 2010. China is the largest 
hydroelectricity producer, with 721 terawatt-hours of 
production in 2010, representing around 17% of domestic 
electricity use. There are now three hydroelectricity plants 
larger than 10 GW in the world: the Three Gorges Dam in 
China, Itaipu Dam in Brazil, and Guri Dam in Venezuela [7]. 

 
TABLE I  

COMPARATIVE ANALYSIS OF 
RENEWABLE ENERGY AREAS 

Leading 
countries 

Areas Basic  
advantages 

Basic 
disadvantages 

 
China 

  Australia
Israel 

 
Solar 

energy 

- Independence from 
centralized energy 

systems; 
- The engines doesn’t 

require fuel; 
- Environmentally 

friendly 

- The most 
expensive 

renewable energy 
source for today;

-  Unpredictability ;
- Dependent on 

location
 

The USA 
China 

Germany 
Spain 
India 

 
Wind 
power 

- Investments in wind 
farms are quickly 
returned and now 

benefits from 
investments outperform 
other energy projects; 
- Received energy can 
be used in conjunction 
with other sources (e.g. 

from diesel power 
plants, solar panels); 
- Wind power may be 
stationary and mobile, 

allowing the use of 
devices for power even 

during travelling 

- Unpredictability;
- Dependence on 
the availability of 

wind; 
- Noise effect 

(mechanical and 
aerodynamic); 

-  Dependent on 
location; 

- Electricity, radio, 
TV interference;
- Alienation with 

land area; 
- Placement of wind 

parks can have a 
negative impact on 
the migration routes 

of birds and fish 
 

China 
India 

Denmark 
Italy 

Germany 

 
Biomass

- Raw materials are 
agricultural, industrial, 

municipal waste 
containing carbon; 

- Distribution of energy 
plantations improves 
the environment and, 

simultaneously, reduce 
soil erosion; 

- Compost production 
from biomass improves 

the basic soil 
parameters, allows 

more efficient cleaning 
of wastewater 

- Oxygen 
consumption and 
carbon dioxide 
emissions when 
burning biogas; 

- Duration of 
fermentation; 
- The need for 

capacious tanks for 
fermentation 

process 

 
The USA 

The 
Philippines

Iceland 

 
Geo-

thermal 
energy 

- "Clock" mode, which 
does not depend on 
climatic conditions, 
seasons and other 

similar factors; 
- Clean energy 

- Expensive; 
- The direction is 
underdeveloped 

The Asia-
Pacific 
region, 
China, 
Brazil, 

Venezuela 
and others. 

Hydro-
power is 
produced 

in 150 
countries 

 
Hydro-
power 

- Natural regeneration 
hydropower resources; 
- Low cost electricity; 

- High maneuverability 
hydroelectric 

equipment (software 
changes modes); 

- Comprehensive water 
management; 

- Positive impact on 
industrial development 
little explored regions 

- Duration of 
hydroelectric; 
- A significant 

number of 
investment; 

- Dependence of 
electricity 

generation from 
water regimes 
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C. Value Proposition of Innovative Resource Saving 
Technologies  

The creation of Value Proposition of innovative resource 
saving systems involves a set of key characteristics of the 
goods, benefits of which are quite different from existing 
ones. Benefits of the implementation of innovative resource 
saving systems consider both direct and indirect (Table II). 

 
TABLE I I 

BENEFITS OF THE IMPLEMENTATION 
OF INNOVATIVE RESOURCE SAVING 

SYSTEMS 

 
 

Direct benefits 
 

 
Indirect benefits 

 
1. Reduced operating 
costs due to reducing the 
number of staff  
2. Increasing periods 
between overhaul 
3. Energy savings due to 
optimization of energy 
consumption and the 
subsystems (pumps 
coolant, water, alarm) 
4. Receipt of payment for 
electricity generated 
using alternative energy 
sources (green fee)  
5. Reduced pollution 
6. Compliance with 
standards for classes of 
property and with 
international 
organizations (hotel 
operators, major 
infrastructure facilities – 
airports, stadiums etc.) 
 

1. Timely emergency 
notification immediately 
informs the dispatcher and 
activates the security system 
that helps to avoid the accident 
or reduce losses to the 
minimum level 
2. Marketing benefits: 

- Increasing of the 
commercial attractiveness 
(Value Added) 

- Receipt of additional 
income from increased 
rental rates of the property 

- Competitiveness 
improving of the property 
object 

- Image component (status) 
- Compliance of IT and 

engineering systems 
facility with the 
customer’s needs. 
Integrated approach, the 
absence of fragmentation 
and conflicting 
requirements provide 
flexibility of business 
processes 

3. Better level of physical 
security and protection of 
commercial information 
4. A new level of comfort 
5. Opportunity to participate in 
programs of international credit 
support 
6. More favorable insurance 
7. Avoiding the threat of 
penalties for those companies 
(primarily in real estate market) 
that do not apply the obligatory 
resource saving systems 
 

 
Direct benefits can be displayed in specific dimensions of 

receipts, figures of energy saved, whereas indirect benefits 
can hardly be calculated. 
 
D. Marketing Mechanism of Innovation Implementation 

The main purpose of strategic innovation marketing is to 
develop strategies for market penetration of innovation. 
Therefore, the basis for strategic marketing consists of the 
research analysis of the market, followed by the development 
of market segments, stimulating the demand, modeling 

buyers’ behavior (Fig. 2).  
 

 
Fig. 2. Marketing mechanism of innovation implementation 

 
On the innovative potential of enterprises depends the 

choice of a strategy, that can be defined as a "degree of 
readiness" to achieve the goals in innovative development of 
the company. 
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Each innovation project requires an individual development 
of Value Proposition based on the analysis of direct and 
indirect benefits of the product.  

 
For Ukrainian market of resource saving systems we offer a 

set of key components of Value Proposition: 
1. Savings on electricity consumption average 10-20%; 
2. Efficiency of work performance increases on 5-8%; 
3. New level of comfort and safety; 
4. The level of pollution of the environment 

significantly decreases (or even disappears in case of 
the conception of Eco-friendly Passive House); 

5. Total operating costs of the building reduce up to 
30%. 

Creating Selling Proposition for innovation resource saving 
technologies is an intricate task. Since the concept of 
Intelligent Building Management involves the integration of 
systems into the same environment and control orderliness of 
each prescribed point, differentiation of prices for each system 
component is difficult to establish. Therefore we offer to 
make a division into three categories, which are "Economy", 
"Business" and "Premium." 

Pricing policy on resource saving technologies should meet 
the particularities of the market. Thus, Ukrainian market of 
Intelligent Building systems is oligopolistic. That is why non-
price competition is accepted among market operators. The 
price level depends mostly on the quantity and quality of 
services provided.  

Price tolerance among competitors is common due to 
inappropriateness of price wars. Oligopolistic prices tend to be 
inflexible and imply the existence of incentives for 
coordination or collusion in setting or changing prices among 
competitors. Therefore, the coordinated work of the staff is 
important. As far as Ukrainian market of resource saving 
systems is under development, engineering integrators should 
hire skilled employees, who in addition to the reliable 
technical performance could conduct training programs for 
clients, which is particularly significant for consumers of the 
industrial sector. 

 
III. CONCLUSION 

In this paper the authors’ achieved scientific novelty, which 
is the aggregative model of interaction between participants of 
the innovation process that helps to achieve sustainable 
development withdrawn for the first time. The role of a 
business (industrial) cluster is explained.  Because of mutually 
beneficial activities companies are willing to join clusters. In 
compliance with the regulatory concept of sustainable 
development in corporate policy claimed by Anchor 
Company, eventually, other companies within the industry 
will follow the same policy. Authors’ definition of innovative 
potential and innovation network is presented.  

The comparative analysis of the advantages and 
disadvantages of using a certain area of renewable energy is 
given. Value Proposition of innovative resource saving 
technologies is created. Marketing mechanism of innovation 
implementation is represented in a form of the logical block 
diagram with the description of key elements. 
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Management Control as a Tool of Effectiveness 
Improvement 

Mina Daskalova1

Abstract: The objective of the paper is to present the main 
point of Management Control and its influence on the 
effectiveness of organization.  In a broad sense the 
Management Control includes the plan of organization and 
methods and procedures which management use for 
accomplishment the objectives of the organization. It is a 
recent concept which is focused on the activities results. It 
gives the opportunity for evaluating the effectiveness and 
suitability of the controls in accordance with requirements. 
Management Control includes the processes of planning and 
administrating the activities performance. Performing the 
Management Control is related with using different 
indicators. They can be assigned either the financial 
statements, allocation of resources and organizational 
behavior. 

Keywords: Management Control, Management Control 
Systems, Internal Auditing 

 
 
 

I. THE MAIN POINT OF  
MANAGEMENT CONTROL   

The Control is a function of management, through 
which managers can define the extent of compliance 
between current and planned condition of the object of 
control at any time. The process of control include also, 
taking corrective actions, when there is non compliance 
between planned and reported indexes, describing the 
object condition. In conclusion, can be said that through 
process of control, managers can maintain the right 
direction of organization activity.  

Management Control can be defined as a process 
through which managers can affect the other employee in 
the organization to implement the organization’s strategy 
[9].  

According to other author Management Control is 
related with coordination of actions, allocation of 
resources, motivation of the employee and performing the 
set standards [7,8].  

In theoretical researches Management Control System 
is defined as a complete approach for providing and use 
of information, which ensure motivation of employee and 
helps managers evaluating the activities in order to 
achieve organizational objectives [6].  

 
 
 
 
1Mina Daskalova works in Business Faculty of Technical 

University – Sofia, 8, Kl. Ohridski Blvd., 1000 Sofia, Bulgaria  
 
 

Other authors argue that Management Control 
Systems are the formal, information-based routines and 
procedures which managers use to maintain or alter 
patterns in organizational activities.  

The Management Control System can be defined as a 
system, which provide and use information in order to 
assess the organization activities and proper use of 
different resources such as human, financial and material 
resources.   

The Management Control System also has to assess 
the organization in accordance with implementation of 
chosen strategy.  

Management Control System has two main directions: 
- It examines if the organization direction of 

movement is right and whereas continuously assess if the 
chosen and implemented strategy is correct and 
responding to the changing condition of the environment; 

 - It currently assess the results of organizational 
activities by evaluating the extent of achievement of 
planned and actual aims and tasks, level of revenues and 
expenses and if deadlines are met.  

In the theoretical and practical aspects of 
Management Control and design of Management Control 
System are included different scientific areas. In the 
process of Management Control different indexes, 
obtained from different field are used. They can be 
related with financial and accounting reports, indexes 
related with allocation of resources and the last but not 
list different approaches and means of communication 
and motivation of the employee, related with organization 
behavior. The Management Control System helps 
managers to gain competitive advantage. 

 
 
 

II. EFFECTIVENESS MEASUREMENT 
The main objective of the company is generating 

profit for the owners (shareholders) by satisfying public 
requirements.   

The objective of financial management is maximizing 
the value of the company. The meaning of the concept of 
value has been developed in the economic for a long 
period of time. There are many different schools, which 
adopt and interpret the meaning of the value and its 
quantitative measurement. There are two basic concepts 
concern the meaning of the value – Consumer Value and 
Value. 

Consumer Value is related with extent of customers’ 
satisfaction and it arises in the process of consumption. 
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The concept of Value arises in the process of goods 
exchange at the market. 

Maximization of the company’s value needs effective 
management. Said more specific, maximization of the 
company’s value depends on the effectiveness of 
management decisions and public assessment of these 
decisions. Public assessment is realized at the goods or 
capital market and defined from the supply and demand 
of the goods and securities of the company.  

In the financial theory the value of the company is 
equal to shareholders equity plus liabilities of the 
company – V=E+L, where V is Value, E is shareholders’ 
equity and L is liabilities.  

The effectiveness of the company can be defined as a 
relationship between production and services output and 
used resources. One of the generally used approaches for 
measuring the effectiveness of the company is realized by 
using information from financial reports. The 
effectiveness can be quantitatively measured as a ratio of 
production and costs. Effectiveness of the company can 
be analyzed for different period of time and can be 
compared with effectiveness of other companies, 
operating in the same business area.   

The fundamental responsibility of the companies’ 
management is related with effective use of the recourses, 
which can be either material, financial or human 
resources. The control of the company effectiveness has 
to be performed internally and responsible for it is not 
only financial control but Management Control.  The 
information for internal Management Control System is 
not allowed outside the company.  

In general way the effectiveness can be calculated by 
comparison between profit and capital base of the 
company. There are different concepts in the financial 
theory, concerning these two parameters. In respect of 
profit can be used: gross profit, profit before taxes and 
interests or net profit. In respect of the capital, choice of 
parameter for analyses depends on the need of calculating 
the effectiveness of the company. If there is necessity to 
be estimate the results from definite accounting period for 
capital base have to be used  the invested capital from 
owners or shareholders and loaned capital for the same 
time period. If the aim is to estimate the effectiveness of 
management process, from uses of assets standpoint, for 
capital base have to be used fixed and current assets. It is 
possible to be estimated different investment projects and 
in these cases the parameter for capital base has to be 
chosen in respect of the objective of analyses.  

There are many standard ratios used to evaluating the 
overall financial condition of an organization. Ratios are 
useful only if they are benchmarked against something 
else, for example past performance or another company. 
Thus, the ratios of organizations in different industries, 
which are faced at different risks, capital requirements, 
and competition, are usually hard to compare. 

The following ratios are the most popular ratios used 
for assessment of effectiveness of the organization: 

- ROA (Return on Assets). It measures the 
effectiveness of invested capital. ROA = PBT/IC where 

PBT is profit before taxes (gross profit) and IC is 
invested capital. 

This ratio is one of the main indexes, which measure 
the condition of the business. For every type of business 
activity, of a great importance are financial resources 
either owner equity or loans and their use for generating 
profit. If there is alter in the index it is necessary to be 
made detailed analyses for finding out the reason of 
alternation. In the ratio calculation is appropriate to be 
used “profit before taxes”, because in this way national 
special features of corporate taxes are eliminated and 
ratio can be used in international and inter-segments 
comparisons. The ratio can be considered as low if it is 
between 0.01 – 0.1, medium if it is between 0,11 – 0,2 
and high if it is above 0,2.  

- ROE (Return on Equity). It measures the 
effectiveness of owners’ equity. ROE = P/E where P is 
profit and E is the size of the owners’ equity. 

This ratio measures the effectiveness of the company 
management from owners’ stand point. It gives the 
information for ability of the management to achieving 
good results from business activities. The ratio ROE 
gives the answer of question if it is worth to invest own 
funds in this business or it will be more appropriate to 
search alternative investment projects. The recommended 
rate of this ratio is about 0,1. The information obtained 
from ROE ratio is not completed, because the profit in the 
equation isn’t measures the real earnings for the owners, 
because only part of it can be distributed as shares and 
dividends.  

- ROS (Return on Sales). It measures the profit 
margin of a company. ROS = NP/SR where NP is net 
profit and SR is sales revenues. 

It determines the ability to withstand competition and 
adverse conditions like rising costs, falling prices or 
declining sales in the future. The ratio measures the 
percentage of profits earned per currency unit of sales and 
thus is a measure of effectivenes of the company. For low 
rate of profit can be considered 0,02, medium rate of 
profit can be between 0,03 – 0,08 and for high rate can be 
considered ratios above 0,08. For short period of time this 
ratio may vary, but from management stand point it has to 
be increase at strategic period of time. The subjects of 
activity and industry sector have influence on this ratio. 

The concept of value can be interpreted as a general 
assessment of the organization. It describes the economic 
effectiveness, financial growth and perspective for 
development. The value of organization is in direct 
dependency from many different factors such as amount 
of sales, size of invested capital and competition. That’s 
way the value is the main priority from Management 
Control stand point. The value of organization can be 
defined as a main strategic objective of organizational 
Management Control. This concept of value of 
organization is the core of a new management conception 
Value Based Management (VBM). 

During 90s the focus of corporate management was 
stressed on the objective function of shareholders’ value 
and wealth maximization. In this way the strategy can be 
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transformed in perspective for development and model of 
organizational behavior. The strategy is developed not by 
extrapolating information from past periods, but it 
becomes the conception for future development.   

The key role of managing value of the company plays 
the perception for factors, which have biggest influence 
on the value of business. These factors can be defined as 
value drivers.  As a value driver can be defined each 
variable that can alter the activity results. For example as 
a value driver can be perceived the effectiveness of the 
product or customers satisfaction.  

 

 
III. CONCLUSION  

There is a great difference between variables, which 
are value driver and indexes and ratios from financial 
repots. The value driver is anticipative indicator and it 
takes part in setting the strategic objectives. The indexes 
and ratios from financial reports are subsequent indicators 
and they give information about past actions and results. 

The financial measure of value driver is known as key 
performance indicator. They can be used, not only for 
complete comprehension of a value driver, but for 
measuring the effectiveness of organization. To define 
which operating indicators from business activities are 
value driver is very important, because the management 
can’t directly influence the value of the organization. 

Recognition and defining the value driver, in the 
process of Management Control, is of a great importance, 
because it helps management, achieving strategic 
objectives. It helps employee, at any organizational level, 
to be acquainted with a value creating process.  

Classification of value drivers helps management to 
allocate the resources in these business areas, which are 
most profitable and joint the efforts of the staff for 
performing the strategic priorities. Formulating the 
necessary activity results, the organization objectives are 
set. The managers, who are performing Management 
Control directing the ability, knowledge and energy of the 
employee for solving problems in long term perspective. 
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Trends in determining machine Life-expectancy in 
relation to the innovation obsolescence and physical 

deterioration  
Siyka Dimitrova Demirova1

 
 
 

 
Abstract The current paper makes an attempt to 

determine the life expectancy through forecasting the 
period of physical deterioration (wearing out) and 
innovation obsolescence of the mechanical engineering 
products. This could also be defined as the optimum life 
expectancy. Applying, during that period, various 
mathematical tools, determined are general criteria and 
particular indexes that set up the optimization 
requirements for the length of service of industrial products 
(machines). Put forward is an approach to calculate the best 
life expectancy period as regards physical deterioration and 
innovation obsolescence. 

Keywords: physical deterioration life expectancy, 
innovation obsolescence, optimization requirements  

 
 

I. THE EFFECT OF THE PHYSICAL DETERIORATION 
AND INNOVATION OBSOLESCENCE ON THE LIFE 

EXPECTANCY 
 

Machine life expectancy is dependent on two factors: 
– physical deterioration – denoted Pdd; 
– innovation obsolescence–Io. 

1.1. The physical deterioration is both a technical 
and organizational issue that can be studied, computed 
and settled with an utmost precision. It is determined and 
depends on the structure of the machine, the materials it 
is made from, its function, its reliability, as well as the 
current trends in the constructional and technological 
features of the new machines. The physical deterioration 
is to be realized for a certain time within the limit points 
from t1 to t2, which is also the minimum life expectancy 
of the machine. In other words, this is the period of time, 
within which the machine has to produce such a 
production volume so as to pay back the purchasing sum 
of money. In such a case the volume measure of the 
output, necessary for the payback is normatively agreed 
upon to cover 5 years. It can be examined and estimated 
in dependent variables taking no account of the reduction 
rate in labour productivity (Q1) , yet accounting for that 
reduction in each of the following years as a result of the 
machine physical deterioration(Q2). With Q1 we get the 
so-called ideal type, while with Q2 provisions are made 
for the effects of the wearing out of the machine 
components, the relative changes in its kinematic chains, 
failure in the machining accuracy, setting apart more 
time for preventive maintenance (“prophylaxis”) and 
repair, etc. Graphically, this is represented in fig.1. 

 
 

                              Q 

                              

                               2                     1              2 

                                    1 

 

                 0               1              2             3                                         t=5yr. 

Fig.1. Machine performance with and without accounting for the reduction in its performance 
 
 

1Siyka Dimitrova Demirova, PhD, Technical 
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where: 
Qо  – performance of the machine (new machine); 
Q1 – without accounting for the reduction in its 

performance throughout the entire length of service; 
Q2 – accounting for the reduction in its performance 

throughout the entire length of service. 

2 0 1 5Q Q Dt −= −                                               (1) 

1 5Dt −  – reduction in the performance throughout the 

entire length of service 

( )21 1 01, 00Q D t Q= −                            (2) 

10 , 0 1D t=                                               (3) 

( )1 1 01, 00 0, 01Q t t Q= −                       (4) 

                               

( )0 1 5 11, 00 0, 01Q t Q t t−= −                        (5) 

t = 1÷5 years (normatively determined); 
D – decided on the basis of experimental studies, 

statistical analyses and reports. 
This means, that with the reduction in the performance, 

the primary expenses and extra cost for repair and 
maintenance will be allocated to a less output. The least 
it will be in the last year and the statistics show, that the 
reduction varies on average between the limits of 0,01- 
0,03 over a five-year period. 

 
1.2. Innovation obsolescence refers to a relative 

reduction in the performance as a result of the production 
process and utilization of new, more highly-productive 
machines. Put differently, this is the starting point of the 
machine innovation obsolescence. In this case we could 
employ the following dependence: 

11о
p

РИ Р
Q

⎛ ⎞
= −⎜ ⎟⎜ ⎟

⎝ ⎠
                       (6)              

where:  
Io – innovation obsolescence; 
Р – primary value of the machine; 
Р1 – the relation of the new machine value to the old 

one; 
Qр – the relation of the productivity of the new 

machine to the old one. 
Involved are all indexes such as productivity, machine 

value, etc. 
 
 
 

II. OPTIMUM LIFE EXPECTANCY DETERMINATION 
IN RELATION TO THE PHYSICAL DETERIORATION 

AND INNOVATION OBSOLESCENCE 
 
We have to take into consideration the fact that 

innovation obsolescence is predominantly more 
significant than the physical deterioration. Therefore, it is 
the one to have a decisive effect upon the estimations of 
the potential life expectancy of the machines. This 
inference is best illustrated graphically through a 
diagram, as could be seen in fig.2. 

 
 

      V(lv.) 

        1              2 

                                2’             

                                       2” 

                                                        W 

              1          2         3          4         5        6                         t 

Fig.2. Life expectancy of machines 

 

where: 
V – value in lv.; 
W – residual value in lv.; 

1  – a curve of the payback of the machine value over a 
five-year period through capital cost allowances. The 
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curve also indicates the physical deterioration as a 
theoretical formulation (5 years); 

2  – the curve defines the innovation obsolescence, 
when it coincides with the physical deterioration (5 
years); 

2’ and 2” – curves of innovation obsolescence, 
occurring earlier or later in time than the physical 
deterioration. 

 
 

III. POSSIBILITY FOR MANUFACTURING OF 
MECHANICAL ENGINEERING PRODUCTS WITH 

OPTIMIZATION OF THE TIME FOR THE ONCOMING 
PHYSICAL DETERIORATION AND INNOVATION 

OBSOLESCENCE 
 
The best possible life expectancy period is with Phd = 

Io, where: 
Phd – physical deterioration;  
Io – innovation obsolescence. 
 
However, this is not always attainable; given the fact 

that Io is a somewhat probable quantity, whereas Phd is a 
determined one. The life expectancy, therefore, has to be 

determined in a way that takes into account the effect the 
above factors exert upon the innovation obsolescence. 
This is also the reason behind the new universal trend for 
bringing this process under control and eliminating all 
harmful effects the innovation obsolescence brings about. 
Some changes have been made to the products structure 
as well as to the technologies and their properties of 
performance, manifested in the following: 

- modular principle of unit (machine) manufacturing; 
- unit (machine) manufacturing with high reliability 

storage and short life expectancy.  
Things being so, the probability Phd ≈ Io is with lower 

coefficient of risk and provides possibility for quantity 
determination and measurement. 

 
 Or: 

exp  phd IоЕ Е Е= ±                   (7) 
where: 
Еexp – life expectancy; 
Еphd – period of physical deterioration; 
ЕIo  – period of innovation obsolescence. 
 
Graphically, the above dependence could be 

represented as follows: 
 

           Еphd,  
  ЕIo 

          1                                    2  

 
            D1                                         D2 
               
 
0                            t1                                               t 
 
       Fig.3.Dependence between Еphd and ЕIo 

 

 
where: 
1 – curve of Еphd; 
2 – curve of ЕI; 
0 – t1 – effective life expectancy; 
D1 – effective area (payback through amortization); 
D2 – risk area (starting point of innovation 

obsolescence); 
t1 –innovation obsolescence impact period on the 

payback. 
 
 
 
 

IV. EXPERIMENTAL RESULTS  
 

Two studies of metalworking machines (old and new) 
have been conducted. 

1. Expense and profit variations with machine age. 
2. Physical deterioration variations in the normatively 

determined period of time. 
3. Innovation obsolescence variations with machine 

age. 
 
Tables 1 to 6 show the results of the study examining 

the two metalworking machines. 
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Table 1. Expense and profit variations in relation to the length of service of the new machine (life 
expectancy period) 

Life 
expectancy 

period (years) 

Expenses for the entire length of service 
 (lv.) 

Total 
expenses 
per  year 

(lv.) 

Output 
(lv.) 

Outcome 
(profit) 

 Capital cost 
allowances  

Operational 
expense 

Total    

1 2000 - 2000 2000 900 -100 
2 2000 300 2300 2300 3700 1400 
3 2000 350 2350 4500 4150 4150 
4 2000 400 2400 2400 6900 4500 
5 2000 500 2500 2500 7200 4700 

 
Table 2. Expense and profit variations in relation to the length of service of the old machine  

Expenditure Output Life expectancy 
period  
(years) 

For a year For the entire 
period 

For a year (lv.) For the entire 
period (lv.) 

Outcome 
(profit) 

1 650 650 3750 3750 3100 
2 900 1550 3300 7050 1450 
3 1200 2750 3250 10 300 500 
4 1800 4550 3200 13 500 -1350 

  
Table 3. Expense variations with machine age  

Production volume 
new machine 

Total expenses  
new machine 

Production volume 
expenses  

old machine 

      Life 
expectancy 

period 
(years) For a 

year  
(lv.) 

For the entire 
length of service 

(lv.) 

For a year 
(lv) 

For the entire 
length of service 

(lv.) 

Output for a 
year  

Expenses 
for a 
year  

1 900 900 2000 2000 3750 1650 
2 3700 4600 2300 4300 3300 1900 
3 6500 11 100 2350 6650 3250 1200 
4 6900 18 000 2400 9050 3200 1800 
5 7200 25 200 2500 11 550 3150 2000 

 
Table 4. Innovation obsolescence variations with machine age  

Production volume 
new machine 

Production volume 
old machine 

Expenses for the old 
machine  

Life 
expectanc
y period 

Performance relation 
of the new machine to 

the old one 
  

For a 
year 
(lv.) 

From the 
starting point 
of the usage  

For a 
year 
(lv.) 

From the 
beginning 
of the year 

For a 
year 
(lv.) 

From the 
beginning 
of the year 

1 0,24 900 900 3750 3750 650 650 
2 1,12 3700 4600 3300 7050 900 1550 
3 2,01 6500 11 100 3250 10 300 1200 2750 
4 2,15 6900 18 000 3200 13 500 1800 4550 
5 2,28 7200 25 200 3150 16 650 2000 6550 

 
Table 5. Price of the new and old machine  

Life expectancy period 
(years) 

Price of the new machine Price of the old  machine Notes 

5 10 000 6550  
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Table 6. Innovation obsolescence and physical wearing-out  
Innovation obsolescence  Price of the 

new machine 
Pn 

P=Pn 
(lv) 

Price of the 
old machine  

Ps 
(lv) 

Value relation of 
the new machine to 

the old one  
P1= Pn/ Ps 

(lv) 
 

Physical 
deterioration of 
the new and old 

machine  
К  

(year) 

Performance relation of the 
new machine to the old one 

Qp=Q1/Q2    (lv) 
 

Io 
(year) 

10 000 6550 1,52 5 1,51 4,9 

 
 
 

          Innovation obsolescence determination:  
 

11о
p

РИ Р
Q

⎛ ⎞
= −⎜ ⎟⎜ ⎟

⎝ ⎠
 = 9933 lv.         (8)              

Io = 4,9 years since the starting point of the planned 
innovation obsolescence. 

 
All these bring us to the following conclusion. The 

payback period of the investment for the new machine is 
5 years. It is on the verge of effectiveness, since the 
innovation obsolescence occurs in the period of four 
years and ten months, ≈ 5 years, while the physical 
deterioration is mapped out to be in 5 years. 

From the above tables it becomes obvious that the 
physical deterioration is not as predominantly significant 
as the innovation obsolescence. 

But because of the measures taken by the 
manufacturers, the variations in  ЕPhd and ЕIo are of little 
importance. It could be assumed that for such a range of 
equipment the life expectancy period is almost highly 
optimized. Nevertheless, in case that the relative 
percentage of electronics in the machine is higher, this  
variation, then will be a lot more considerable and the 
life expectancy period will be more and more 
conditioned by the period of innovation obsolescence, 
rather than the physical deterioration. That’s why the 
more units with faster innovation obsolescence there are, 
the shorter the life expectancy period of the machine will 
be. 

The studies reveal that there exists a dependence 
between Еexp of the machines with different degrees of 
automation of the technical operations they perform. 
Thus: 

 
ЕexpG > ЕexpA>ЕexpAM                                          (9)  

where: 
ЕexpG – life expectancy period of a general machine 

(small % of electronics); 

ЕexpA – life expectancy period of an automated 
machine (computer control – automated control); 
ЕexpАМ – life expectancy period of an automatic 

machine (automatic control units). 
 

 
 

V. CONCLUSION 
 
The best result is achieved and the most profound 

effect is produced with almost equal length of the starting 
- point period of physical deterioration and innovation 
obsolescence. Furthermore, physical deterioration is not 
as predominantly significant as the innovation 
obsolescence. The accomplished study provides solid 
support for the latest trend of orientation towards 
manufacturing of machines which will meet the 
following requirements: 

1. Shorter life expectancy period and higher 
reliability of the production machines. 

2. Possibility of eliminating the innovation 
obsolescence impact through the use of modular 
principles of mechanical engineering products projecting 
and manufacturing. 

3. Reconsideration of the payback periods 
(amortization) is essential, as to their potential shortening 
and alignment with the latest innovation obsolescence 
trends. 
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Motives for Power and Forms of Managerial 
Influence in the Management Process 

 

Ivaylo Stoyanov1 
 
 
 

Abstract: The article outlines the motives for power and 
the forms of managerial influence in шге management 
processes. Motives in particular are a prerequisite for 
managers to gain power which could take different forms. 
Managers are the ones who determine the methods for its 
use. Usually this happens when the various methods for 
influence are taken into account. These methods also the 
main source of communication between managers and 
employees in organizations.  

Keywords: manager, management process, motives for 
power, influence. 

JEL: M1; M12 
 
 

I. INTRODUCTION 
 

The methods through which managers influence their 
employees are related to power. Managers should have 
power so that they could affect better their employees’ 
behavior [4].  The literature on the issue [2, 10] states 
that power and influence differ and that it is necessary to 
take into account this difference. Power in organizations 
entitles these who possess it to give orders through the 
formal communication channels, namely decisions, 
directions, etc. Influence results from power and refers to 
the informal procedures for influencing employees’ 
behavior.  

 
 

II. THESIS 
 
The effective use of power requires the study of 

certain issues which motivate managers to possess it. 
Managers have different motives which are determined 
by their intentions for using it. 

Research [3, 8, 9] outlines the various aspects of their 
importance which are characterized by the following:   

 
 
 
 
 
 
 
 

1 Ivaylo Stoyanov, Ph. D.,  D. A. Tsenov of Economics – 
Svishtov, Bulgaria e-mail: istoyanov@uni-svishtov.bg 

 

● Managers require power to achieve their 
goals. Even when managers have good ideas they could 
not realize them without using power. This means that 
they have to communicate with more powerful 
individuals or groups, which is a prerequisite for creating 
conflicts. This in turns leads to a greater possibility of not 
achieving their goals.  

● Managers need power to reduce the 
uncertainty or frustration of employees. In this case they 
use power to create positive attitudes towards work in 
their staff. The effective use of power is a prerequisite for 
ignoring people’s negative emotions, mistrust and also 
limiting their resistance. 

● Managers need power to generate even 
bigger power. When they have formal power and access 
to the organization’s resources, managers aim at 
increasing this power. This would result in greater 
influence on staff and would eventually allow them to 
use it for a longer period. Having in mind these motives, 
managers invest in power and naturally expect adequate 
returns [3].  Some managers empower other employees 
in the desire to achieve greater influence in executing 
power (and taking decisions). 

The empowered are expected to support their manager 
which would help him to achieve his goals and 
strengthen his position. For this reason, many for the 
managers who have hold their positions for long periods 
are surrounded by people who have been delegated 
authority. These people would be loyal to their manager 
and would facilitate the implementation of his/her ideas 
(through the decision - taking process). A problem may 
arise from the lack of correct judgment as to whom 
managers could delegate authority. Obviously not 
everybody makes a good professional partner and often 
some people lack qualities that would enable them to use 
power. Another aspect of investing in power is when 
managers use financial stimuli. When employees are 
satisfied with their payment they are more willing to 
cooperate with the managers, i.e. acknowledge their 
power, rather than oppose them. 

● Managers need power to satisfy personal 
ambitions and achieve personal objectives. Work refers 
not only the professional interests of managers but also to 
their ego. This is a natural process of human psychology 
since individuals always aim at (consciously or not) 
receiving positive assessment from others, which in turn 
would lead to good self-assessment. Often managers are 
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well-accepted (seemingly) by their employees not 
because they are good professionals but because they 
have power. This satisfies managers but does not refer to 
their actual competences.  This creates the understanding 
that managers have motives for power when they would 
like to conceal personal (character related) or 
professional shortcomings. Power compensates 
egocentrism of individuals (managers) by giving them 
privileges to influence the right of choice of others 
(subordinates) or to restrict their development.    

Three processes could be distinguished as a result of 
applying power. They could be analyzed with reference 
to their social influence within the organization [7].  

○ Agreement, when an individual accepts someone 
else’s idea because the latter has influences the former 
who expects positive reaction (benevolence) in return. 

○ Identification, when an individual approves the 
behavior of another person. This creates possibilities for 
personal satisfaction and desire for closer communication 
with the latter. 

○ Inner conviction, the motive of the other person 
is very obvious to the one who is influenced due to 
similar ideas and values.  

It is very likely for managers who execute the power 
they need to influence their subordinates in various 
manners compared to managers who do not have power. 
To influence successfully, managers should determine 
the methods to do so. The important ones are [2]: 

- persuasion; 
- incentive (stimulus); 
- coercion. 

The guidelines for authoritative attitude in the 
management process are related to influencing through 
persuasion. The aim is to provoke reaction in the signal 
receiver based on the understanding that that message 
senders (managers) have the correct arguments for 
performing the desired actions. This process is connected 
to the managers’ ability to communicate with 
subordinates and earn their trust. Some authors [2,6] 
clearly distinguish between stimulus  and coercion. 
Stimulus is a form of positive attitude towards staff and 
its aim is to make them follow particular instructions. 
Coercion has the opposite effect. It ignores the 
employees’ refusal to work for the completion of task 
and achievement of goals set by the manager (by 
imposing sanctions and punishments). 

  
1. Persuasion  

This is an approach which can take different forms for 
influencing employees’ behavior. It is used when 
managers want to persuade staff to follow given 
instructions (tasks and goals). To a great extent, this 
activity is determined by the fact how well managers 
have explained the particular situation. The matter is 
analyzed from the perspective of the psychological 
aspect of influence (persuasion). Of course, this will also 
depend on the qualities of managers. For this reason, 
persuasion is perceived as “influence on behalf of the 
signal sender that his/her argument is correct” [2].  It is 
necessary for managers to have verifiable facts (or to 

present them as such) which would influence the 
behavior of signal receivers. The latter have to be 
convinced that the facts and statements presented by 
managers are undeniable. At the same time managers try 
to use their power effectively. 

Researchers [2, 4, 10] have studied the issues of 
ineffective persuasion and the benefits of using authority. 
On the basis of these research findings it is possible to 
outline several unique characteristics of these processes. 

The ineffective persuasion in using authority could be 
due to the following more important tendencies: 

♦ Subordinates are not convinced that the tasks 
they perform are productive. To a considerable extent 
this is due to the managers’ behavior while the reasons 
for the staff’s negative attitude towards them could be 
different. Employees either do not like them (because 
managers do not use power efficiently or have not 
managed to outline convincingly the organization’s 
goals) or they do not intend to follow given instructions. 
This serious mistake is due to insufficient goal-setting 
since managers have failed to explain to subordinates the 
organization’s priorities. The latter are not willing to 
develop themselves creatively and do not participate in 
the management process.   

♦ Employees are reticent, indifferent and cautious 
to objectives. Even when power is used appropriately, 
goals would not be achieved when employees lack 
motivation. Then employees could use positive stimuli or 
sanctions.  

♦ Subordinates do not trust the manager and 
perceive  them as a threat or as someone who uses power 
to control their behavior. If staff does not believe the 
manager, s/he would find it difficult to persuade them 
accept the organization’s goals. There is a gap in the 
communication which could lead to more serious 
consequences or conflicts. When the two parties do not 
trust each other it is difficult to achieve significant 
results.  

♦ Sometimes employees do not show interest in 
payment or are not afraid of punishments. Then the role 
of the manager is to convince them work for achieving 
the organization’s goals is more difficult. This is a 
negative prerequisite for using persuasion as a means 
power realization. If the manager fails to assert his/her 
understanding (which is in accordance with the 
organization’s goals) in the management process, his/her 
stability could be threatened.  

Effective persuasion in applying power could be a 
result of the following more important tendencies: 

■ The manager has to persuade employees that 
their work is of great importance for the organization and 
that they contribution is invaluable. In this way managers 
gain confidence that they can deal with given tasks and, 
therefore, show more interest in their work. 

 ■ The manager has to persuade employees in 
his/her good intentions towards task duty performance. 
This is a prerequisite for building trust between the two 
parties, i.e. manager – subordinate, in the communication 
process and therefore, a factor for stability and 
sustainability in the management process.   
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 ■ The manager must have good communication 
skills so that s/he can affect employees’ behavior. The 
ability to persuade is a matter of practical experience and 
the possession of various techniques which in general are 
aimed at provoking subordinates’ responsibility so that 
they fulfill given tasks or respond to sent messages.   

 ■ The manager must keep all employees involved 
in the achievement of goals informed. The collective 
decision taking process increases the effect of the 
persuasive actions of managers.  

 
2. Incentive (stimulus)   

Unlike persuasion, where employees perform certain 
tasks even without receiving material benefits, using 
stimuli could be related to material rewards. In this case, 
influence has a more specific significance since power is 
related to an argument which provokes interest in 
employees. In this type of influence managers combine 
elements of power and the resources provisioning of the 
organization’s activities [6, 10]. In addition, this 
instrument integrates some motivational mechanisms 
which determine people’s behavior (in parallel to power). 

 
3. Coercion 

In this case influence is exercised through measures 
based on power and these measures determine 
subordinates’ actions. Coercion is a negative technique 
for achieving the organization’s goals. For staff it is the 
worst possible scenario to suffer from consequences of 
using power. Sanctions have to be imposed only as a last 
resort measures because they create possibilities for 
conflicts which in turn hinder the effective achievement 
of goals. Coercion as an element of the manager’s 
influence is associated to workplace unrest, resistance 
and disobedience on behalf of employees. Therefore, 
managers have to plan carefully the coercive use of 
power and do it only when this is necessary. 

 
 

III. CONCLUSION 
 
In the management process managers have various 

motives for power. The different forms of influence, 
namely persuasion, stimulus and coercion, have great 
importance for the communication within organizations. 
Their effective use determines the sustainability of the 
manager processes. Persuasion and stimuli refer to the 
managers’ attitude towards employees and the methods 
for using power. Coercion could be applied if managers 
have power or other methods for influencing staff. Their 
use depends on the mentality of managers and the 
specific situation in which they are applied.            
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Abstract: The article outlines managerial influence 

through suggestion and manipulation in the management 
process. These are tactics that could be used to influence 
employees’ behavior. They have not only negative but also 
constructive effect on the organization’s performance. 
Their effect depends on managers’ competences and 
attitudes towards the people they work with.    
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management process. 
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I. INTRODUCTION 
 

Contemporary organizations are complex business 
structures which are a combination of holistic processes. 
These processes should create value for both consumers 
and interested parties. The most important factor for 
realizing this activity is the human factor. The 
knowledge of people and their competences determine 
the result of the companies’ performance. Of course, it is 
difficult to use power without imposing social control in 
the management process. The question, however, is 
whether control would be used to promote sanctions and 
punishments or incentives and positive stimuli.      

In contemporary organizations power based on fear 
and violence is almost impossible. This, however, does 
not mean that managers should not use sanctions when it 
is necessary. When employees have low qualifications it 
is very difficult (even impossible) to delegate rights and 
introduce incentives that would activate their potential. 
When managers lack trust and confidence that 
employees would complete effectively assigned tasks, it 
is required that managers exercise more strict control 
over employees’ work, that is power should be used on a 
larger scale. Insightful managers use various tactics for 
influencing the character traits of their employees. These 
techniques include suggestion and manipulation which 
affect subconsciously the employees’ mind and assert 
the managers’ ideas according to predetermined plans.   
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II. OUTLINE OF THE RESEARCH 
 
Managers aim at influencing employees’ minds by 

creating attitudes about task that have to be performed. 
This is realized on the basis of psychological impulses 
from managers towards the signal receivers. Suggestion 
is a single action act from one of the parties (the sender) 
to the other party (the receiver) in the communication 
process. It is realized through the message addressed to 
the person whom the manager wants to influence. The 
degree to which the receiver (the person who is 
influenced) comprehends the information is called 
suggestibility. The latter would depend on the emotional 
state of employees and their susceptibility to imposing 
(suggesting) opinions. Managers could use suggestion to 
change certain mental and emotional aspects of their 
employees’ behavior. In managerial psychology there 
are two trends: suggestion through imposing someone’s 
thoughts and through provoking own thinking [1, 4].  

The first trend is revealed when it is necessary for 
managers to impose their ideas and therefore, they 
actively influence their employees’ minds. They 
continuously thrust “truths” on staff and assure them 
they are appropriate and would improve their well being. 
This type of influence is dangerous especially when 
employees are psychologically unstable or experience 
professional or personal difficulties. Then they could be 
very susceptible to the manager’s suggestions because 
they are looking for problem solutions to the unfavorable 
situations.   Thinking that managers would provide the 
right decisions, employees are often influenced to act in 
certain ways that could have either positive or negative 
nature.  The second trend is not less dangerous 
compared to the first one, the difference being that 
managers try to create the perception that employees 
themselves have reached certain conclusions and 
understanding which are actually imposed by them. 
Subordinates start to believe that they have found the 
right solutions which are in fact formulated and 
suggested by managers. Managers could also prompt 
employees to perform actions that are considered 
appropriate and initiated by staff. This is not always like 
that since managers have created unrealistic impression 
about the actual situation. In this case the employees’ 
perception of events and their nature is changed. When 
managers have hidden intentions, employees are urged to 
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take wrong decisions that may have enduring 
consequences.  

Manipulation as a means of verbal communication, 
which managers use to influence negatively or positively 
both the subconsciousness and behavior of coworkers. 
Generally speaking its importance is found in achieving 
a result from the verbal communication between two or 
more individuals. The achieved effect is beneficial for 
only one of the participants in the communication 
process [2, 3].  

Manipulation depends on several specific conditions 
which include: 

◊ Verbal approach to the signal receiver.  In order 
to manipulate successfully, managers should use a 
particular tactic which should predispose opponents and 
make them act in a certain, desired manner. This means 
that opponents have to acquire a feeling (even a false 
one) that their competences are important and valued 
(even though they do not possess such). Since people are 
egocentric by nature, they strive for professional 
recognition and are susceptible to flattery. People usually 
allow close contacts with individuals whom they 
consider friends. However, some of these friends try to 
divert their peers’ thoughts in a wrong direction. The aim 
of this manipulation is to blur the individual’s mind so 
that s/he can do what the manipulator expects.  

Manipulation could also have positive effects. This 
happens when the influence is on the behavior of people 
who do not realize that the undertaken actions are wrong 
or inappropriate under particular circumstances. This is 
one of the positive aspects of manipulation because 
managers try to help employees take the right decisions. 
At first sight this process could be unpleasant since staff 
think that their understanding of the particular situation 
is right while managers try to restrict their incentive. 
After a while they realize that the manager’s 
manipulation has had a positive effect since the wrong 
decision could have had negative consequences for their 
further actions.    

The question whose answer most employees try to find 
is whether managers have hidden or sincere intentions 
for manipulative actions. This is a difficult task since 
managers could not openly state their intentions. To a 
great extent this is process which is determined 
intuitively (although not always in the right direction) by 
employees or through the open actions (either positive or 
negative) of managers.   

◊ Trust. A considerable part of managers’ 
manipulations are done after they have won their 
employees’ trust. When staff believes their manager it is 
easier for him/her to manipulate their behavior.   For 
employees it is important to make a good impression to 
their manager and to assure him that they would like to 
earn his/her trust. Often they have wrong understanding 
because the managers’ aim is to take advantage of their 
weaknesses.  Thus, managers can easily manipulate 
subordinates by taking into account the following 
circumstances.    

First, trust means that employees instinctively 
believe managers for whom manipulation is easily 

achieved under such circumstances. Sometimes 
subordinates think that when there is trust, this would 
help them in their work. This is not always true since 
managers’ goals often do not coincide with the 
objectives of their staff. Thus, trust is used as an 
instrument for influencing so that managers could realize 
their intentions.   

Second, trust also means that certain events or 
facts with personal and confidential nature are shared 
with individuals (or a group of people). Through 
manipulative actions this information can be used 
against people. Then manipulation is apparent since trust 
turns out to be against the interests of individuals and 
serve these of managers. On the other hand, it is possible 
that other people are also aware of the information 
shared by the manager. These people could also 
manipulate the behavior of their coworkers or try to 
defame them (by spreading personal or wrong 
information with the purpose of discrediting them).  

In order to manipulate appropriately managers should 
have the trust of their employees. Regardless of the fact 
that their intentions are hidden or obvious, it could be 
difficult for managers to manipulate without being 
trusted by staff.   With their routine, some employees 
have created stereotypes which exclude sharing personal 
information with managers or colleagues. Thus, 
manipulation through using trust is rarely used. Actually, 
managers who could not establish effective interpersonal 
relations with staff are not easily trusted and therefore 
could not manipulate them.    

◊ Confidence. For managers it is easier to 
manipulate employees who are confident in what they do 
(regardless of the fact that is right or wrong).  When 
managers try to manipulate people, they should also be 
show confidence in their actions. This means that they 
have to develop a behavioral stereotype which would 
help them reassure and encourage subordinates. This 
requires communicative competences and a certain 
communicative style. Otherwise, if managers are not 
confident in their intentions and feel guilty, the effect 
would be negative. Thus manipulation would not be 
successful because subordinates could sense managers’ 
weaknesses and misinterpret or fail to respond to the sent 
messages.        

◊  “False behavior”. A considerable number of 
managers use insincerity when they try to manipulate 
some of their subordinates. This part of their plans 
should be carefully worked out and well justified 
because the “false behavior” tactic is applicable only 
under certain circumstances. 

First, managers should take into account the character 
of the people that are to be manipulated. Employees, 
who are psychologically unstable and susceptible to 
suggestion, could be much easier deceived by the 
behavior of managers.  The same also applies to people 
who are experiencing difficulties (in their professional 
life) and expect advice or support from their managers.  
Of course, this help could be intentionally led in the 
wrong direction.  
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Second, managers could base the “false behavior” 
tactic on politeness and sympathy without intending to 
provide actual support in case they employees have 
problems. This behavior could be asserted through pose 
and well-planned role play strategies aiming at sympathy 
and cooperation.  

The “false behavior” tactic could be used to certain 
limits until employees find out the real intentions of their 
managers. After that it would be very difficult to 
persuade subordinates to work for the fulfillment of 
priority goals even though these goals are in line with the 
development of the organization or the managers are 
sincere in their intentions.  This creates opportunities for 
disobedience, open resistance to orders and disturbances 
in the organization. Managers are left in the situation that 
their plans are revealed and they are often blamed for 
being manipulative.   They do not have to overtly admit 
their mistakes and the fact that intentionally deceived 
their subordinates – the ones who depend on him and his 
actions. The natural reaction would be for managers to 
try to react as usual without giving explanations or trying 
to justify themselves. Remaining calm and keeping to 
the “false behavior” tactic may confuse the employees’ 
suspicions that the manager has misused their trust.   
◊ Rumors and gossips.  To manipulate people in their 

organizations managers also use spreading unverified 
information not based on true facts but on assumptions 
and peculations. This manipulation technique is used 
when subordinates have to be convinced in the 
occurrence of certain events or consequences that could 
be either true or false. Thus, rumors are accepted as an 
uncertain sign of forthcoming (or not) events which are 
based on the lack of justifiable information.    

Rumors can be temporary or permanent depending on 
managers’ intentions and the goals they would like to 
achieve by spreading them. Rumors result in gossiping 
and incorrect perceiving of the circulated information. 
Rumors could also be of different nature depending on 
the level of their interpretation, namely they could be 
positive or negative. In the majority of the cases 
subordinates themselves exaggerate the unverified 
information and start to accept it as true. This is due to 
its continuous indoctrination in the employees’ minds 
who are not able to distinguish the true from the false 
facts spread by the rumors any longer. 

Thus, rumors have become unclear information, a 
result of the individuals’ desire for personal or 
(provoked) interpretation. Rumors and gossips lead to 
people talking about the matter. These talks could result 
in mass psychosis with negative effects in subordinates 
because the rumors and gossips spread fast and capture 
their minds. The consequences are emotional excitement 
that affects employees’ behavior deeply. In this way 
gossips, rumors and secretive speaking allow managers 
to manipulate staff in the following directions:   

First, managers could benefit secretly from 
destabilizing the behavior it employees. This is often 
done against their will when they should take the 
managers’ side. 

Second, managers intentionally create false impression 
about facts so that they can manipulate subordinates. 
This is done through misleading or a different method 
for altering or influencing rational thinking.    

Third, managers could create intrigue among staff and 
thus diminish the influence of a group if it threatens (by 
its unity and strength) their power and interests. 

 
 

III. CONCLUSION 
 

Suggestion and manipulation are techniques which 
managers could use in different management processes 
to influence their employees’ behavior. Many managers 
apply them when they need psychological approaches to 
channel employees’ activities. The effectiveness of these 
techniques depends on the fact whether managers would 
like to promote positive attitude towards work or would 
like to destabilize their employees’ behavior. These 
activities are also indicative of the level of stability of 
management processes within organizations.  
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Abstract: The thesis underlying this article is that power 

generates a conflict of managers’ interests which is due to 
their willingness to dominate the implementation of the 
management process. This results in a negative effect of the 
management of the entity, as the balance of interpersonal 
relationships is disturbed. The ultimate result is managerial 
instability and lack of behavioral adequacy. 
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I. INTRODUCTION 
 

The stability of the management process and its 
distortion are influenced by factors determining the 
bahaviour of managers when exercising power [2, 3, 4]. 
Adequate relationships among them provide 
opportunities for efficient implementation of the 
management process. If there is a covert or overt conflict 
of managers’ interests, stability is disturbed and the 
achievement of the entity’s goals is put at risk. 

 
 

II. THESIS 
 

Power raises a sharp conflict (overt or covert) between 
different parties involved in the management process, i.e. 
the person who has (or does not have) the power and the 
person who is subject to that power. It is within human 
nature to aspire to power and normally when power is 
exercised it is so in someone’s harm who tries to 
counteract that power in return. Hence the idea that 
power does not only benefit a manager, it also poses 
certain obstacles as a manager will always have rivals 
who are his equals or inferiors.  Equal rivals are usually 
managers who do not have the power, while inferior 
rivals are usually employees who are unwilling to obey 
that power [1]. In both situations, as a result of 
exercising his power a manager suffers some negative 
effects in addition to the positive ones. This means that 
there are always certain people (managers) who exercise 
power and others who try to gain power (honestly or 
dishonestly).  
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Hence the conclusion that exercising power is always 
related to trouble and problems both for the person who 
exercises it and the person on whom it is exercised. 
Striving for power in the management process may lead 
to conflict of managers’ interests in several aspects 
(Table 1.): 

 
● manager – manager; 
● manager – managers; 
● managers – manager; 
● managers – managers. 
 
 

TABLE I  
CONFLICT OF MANAGERS’ 

INTERESTS FOR EXERCISING 
POWER 

Parties involved 
in the conflict 

process  

Initiator of the  
conflict 

 

Victim of the 
conflict  

Wins the conflict  Loses the 
conflict 

Loses the conflict  Wins the 
conflict 

Manager – 
manager  

Manager – 
managers  

Managers – 
manager  

Managers – 
managers  

Loses the conflict Loses the 
conflict 

 
 

The relationship between the parties involved in the 
conflict may be traced through the various combinations 
and the situations corresponding to them as illustrated in 
table one. The term initiator of the conflict will refer to a 
manager who has more power than his opponent and 
dominates the management process. The following 
combinations are possible:  

 
1. Manager - manager 
○ The initiator of the conflict wins – the victim of 

the conflict loses 
This is a situation in which the confronting manager 

wins the conflict. The situation is due to the leading role 
of the manager in the management process and relates to 
the position (authority) he has in the hierarchy of the 
organization. In some cases the initiator of the conflict 
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might be a junior manager who loses the conflict due to 
lack of resources (power or support from colleagues). 
The weaker party (i.e. the one with no power) in the 
conflict of interests is victim of the conflict since the 
interests of the manager who has the power are shared. 
This is due to the fact that the majority of employees are 
unwilling to enter a conflict with the dominant manager. 
They will be inclined to support him even if their 
position would damage the organization as long as it 
benefits their own interests. 

○ The initiator of the conflict loses – the victim of 
the conflict wins 

This is the most unfavourable situation for the 
confronting manager since he will lose the conflict in 
spite of the power and resources he has at his disposal. 
The reasons behind his loss may include exhausted 
potential of ideas, lack of charisma, professional 
incompetence, etc. all these will lead to marked 
instability of the management process as the losing party 
in the conflict (i.e. the dominant manager) will try to 
restore the status quo, even if his interests contradict 
those of the organization. In case there is another person 
of authority and strong professional competence, 
employees will be hesitant whom to support.  
Subordinates may be put off by the behaviour of the 
losing manager as his personal interests do not coincide 
with those of the organization. Subordinate employees 
will support the lower-level manager (the winner in the 
conflict) due to their moral values of justice, because 
they like him or because they align with the general 
position of the group.  

○ The initiator of the conflict loses – the victim of 
the conflict loses 

The dominant manager may have the power and may 
strive to impose it, yet he may lack the support of 
employees. The manager who does not have the power at 
his disposal obviously cannot use it, yet he may have 
won the favour of subordinate employees. This means 
that in practice the leading manager has the instruments 
of power but cannot exercise it efficiently. He is not 
willing to confront the employees who are in favour of 
another manager (the informal leader). The latter has 
gained the employees’ support, yet, he cannot exercise 
power due to his fear of the dominant manager’s 
response, should he try to deprive him of that power. 
Thus neither of the parties will benefit fully, while at the 
same time the stability of the management process will 
be put at risk as well.  

 
2. Manager – managers  
○  The initiator of the conflict wins – the victim of 

the conflict loses 
This is a situation in which the dominant manager may 

win the conflict under certain circumstances. He must 
have the power and efficiently make use of it. Owing to 
his domineering attitude to the others (authoritarianism) 
the manager is in a more favourable position in the 
conflict although this does not mean that his position is 
the right one. The other managers are the losing party in 
the conflict not because they lack the arguments to 

oppose the dominant manager but because they cannot 
take control of the power. Applying the right 
psychological approach to persuade people (even if he 
does not have any reliable facts), the active party in the 
conflict may influence the behaviour of his opponents 
and assert his interests at the expense of those of others. 

○  The initiator of the conflict loses  – the victim 
of the conflict wins  

This is a situation in which the dominant manager has 
the power, yet, due to poor management or lack of 
supporters has lost the conflict of interests. In this case 
either the power has not been sufficient or the manager 
has not had the qualities required to exercise this power. 
The losing manager may have adopted the right 
approach to influence the behavior of his opponents, yet 
he may still fail to achieve his goals. This is due to their 
effort to counteract the manager who has the power. 
Thus the position of the domineering manager becomes 
weaker as he concentrates on retaining his power and 
protecting his future interests.  

○ The initiator of the conflict loses  – the victim of 
the conflict loses  

This is a typical situation of conflict of interests, as it 
establishes the conditions for deteriorated interpersonal 
relationships between the manager who has the power 
and the persons who are striving to gain that power. The 
domineering manager attempts to assert his goals that 
contradict the perceptions of others. Each party is trying 
to gain control of power, tension between them arises, 
and hence a conflict of interests. The initiator of the 
conflict employs power to force his opponents support 
his position. The opponents, on the other hand, stand up 
for their interests and are irresponsive to his statements. 
Such a conflict leads to instability of the management 
process, since both parties cannot reach a consensus. 
Hence, the interests of the organization are put at risk 
since the ambition of both parties to take a dominant 
position results in inefficient fulfillment of the goals of 
the organization.   

 
3. Managers – manager  
○ The initiator of the conflict wins – the victim of 

the conflict loses 
This is an unfavourable situation for the victim of the 

conflict since his interests do not coincide with those of 
the majority. The managers who have the power team up 
against the manager who has no power. They employ 
their power and position in the organization to ignore his 
effort to gain power equal to theirs or whenever he 
pursues goals which contradict their interests. This is an 
example of ‘consolidated majority’ – i.e. managers who 
will overcome any existing contradictions between them 
as soon as their status quo is put at risk by a third party. 
This situation often occurs in real life when the relation 
between the competence for exercising power and the 
ambition to exercise that power is impaired. Managers 
who do not have the qualities to efficiently employ 
power are the active party in the conflict since the 
abilities of the opposing person are a prerequisite which 
may lead to losing that power.  
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○  The initiator of the conflict loses – the victim of 
the conflict wins 

This situation occurs rarely in managerial practice as it 
takes a lot of effort and skilful maneuvering on behalf of 
the manager to ignore the attempts of the opponent to 
win the conflict. The managers who have the power do 
not always succeed in achieving their goals.  Through 
manipulation or some other form of influence the 
manager affected by the conflict may influence the way 
his opponents think or behave. By baffling his 
opponents’ intention to employ power in order to 
achieve their goals, he attempts to achieve his own goals. 
This will largely smother their initiative to jointly win 
the conflict, which means that the manager may even 
assert his interests without having the power.  

○  The initiator of the conflict loses – the victim of 
the conflict loses 

Although the initiator of the conflict may have the 
power, he cannot efficiently make use of its potential. 
Managers employing power can hardly control the 
situation as the other party involved in the conflict stands 
up for his interests by communicating potentially 
discrediting information. This prevents the persons who 
have the power to engage in more aggressive activities, 
yet the power they have enables them to limit the 
potential of the victim in the conflict and to destabilize 
his career advancement. 

  
4. Managers – managers  
○  The initiator of the conflict wins – the victim of 

the conflict loses 
In this situation the parties involved in the conflict are 

managers who have power and others who do not 
exercise power. The first employ power in the 
management process, as their interests may require, at 
the expense of the managers who suffer the 
consequences of that power. Domineering managers may 
assert their ideas and win the conflict of interests as the 
power they have enables them to get access to 
information and resources in the management process.  

○  The initiator of the conflict loses – the victim of 
the conflict wins 

Although the initiators of the conflict are the leading 
party in decision making (based on power) in the 
management process, those decisions do not always 
materialise in favour of their interests. There are some 
situations in which domineering managers quit the 
conflict without having really benefited from their 
power. The winning party is then their opponent which 
has skillfully managed to take advantage of the situation. 
The managers who have started the conflict do not stand 
up for their positions and leave the initiative to those 
who do not have the power. That might be due to the 
sound decision of the domineering party not to provoke 
tension within the organization as a result of which they 
put an end to the confrontation. Thus the dominant 
managers prove to lack the potential to win the conflict 
or they seem unable to efficiently exploit the resources 
available.  

 

 
○  The initiator of the conflict loses – the victim of 

the conflict loses 
This is a situation that should be avoided as the 

interests of both parties pose a global interpersonal 
conflict. It involves various managers who in turn get 
their subordinates involved which may lead to totally 
ignoring the interests and goals of the organization in 
favour of private interests and goals. This, in turn, 
renders the management process instable and leads to 
negative results for the organization. 

 
 

III. CONCLUSION 
 
The destructive role of conflicts in the management 

process deteriorates the social climate. Confrontation 
arises from managers’ willingness to possess power. In 
order to avoid negative trends it is necessary to identify 
the reasons that give rise to conflicts between managers. 
Those will vary depending on the situations in which the 
attempts to employ power are made.  
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