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EDITOR’S NOTE 

 
Dear readers, 
Dear authors and friends,  
 

At the beginning of this year in order to improve the 
dissemination the scientific results of the papers, the International 
Editorial Board has decided to index the magazine in the world-
known databases with scientific information. At the present the 
magazine is indexed in EBSCO, Open-J-Gate, SJIF, Directory of 
Open Access scholarly Resources and others. 

This issue of the KSI Transaction on Knowledge Society that you 
are holding in your hands contains 10 papers, dedicated to the actual 
and significant scientific problems in the following fields in 
traditional focus of the magazine: Economics and Finance 
Management, Human Capital Management, Marketing management, 
Business process management. 

Each of these papers is presented at the VII International Science 
Conference “Knowledge Society” and VIII International Science 
Conference for Young Researchers “Technical Science and 
Industrial Management”, for which we informed in previous issues 
of the magazine.  

All scientific papers were put under independent blind review 
from two persons with academic rank. 

The conference VIII International Science Conference 
“Knowledge Society” will be held next year in June in Bulgaria. 
Invitation for the conference will be published in the next issue of 
the magazine.  

Starting next year, Knowledge Society Institute began new 
scientific magazine KSI Transactions on High technology, which 
will publish scientific papers in the fields of informatics, electronics, 
production automation, mechatronics, energy and renewable energy 
sources. Detailed information will be published in the next issue of 
the magazine.  

Kind regards of all our readers! 

International Editorial Board 

3



 

 

 

 
CONTENTS 

 
 

EDITOR’S NOTE 3 
  

Economics and Finance Management  

Daiva Jurevičienė, Vytautė Sukačevskytė, Factors affecting personal insolvency 5 

Liudmila Nikolova, Features of evaluating the effectiveness of Investment projects in Emerging markets 12 

  

Human Capital Management  

Tihomir Georgiev, Initiatives for Diagnosis, Preparation and Management of Organizational Change 20 

Daniela Stoyanova, Research of the Resistance of Personnel Against Organizational Change 24 

Ioanna Vancheva, Methods, Techniques and Therapy Against the Stress of the Human Factor in Organization 27 

  

Marketing management  

Alexander Radoslavov, Alexander Nikov, A checklist for Kansei Assessment of Food Packages 30 

Mariela-Galizova, The Cyrillic Domain Name Challenge 34 

  

Business process management  

Roumiana Y. Ilieva, Violeta Goleshevska, A Conceptual Agenda for Agile Management 36 

Snejana Veselinova, Possibilities for Managing the Business Processes in the Context of Manufuture 2020  40 

Gergina Tosheva, Integration of QFD and Benchmarking in Reengineering of Business Processes in the 
Organization 

44 

  

 
 

4



  

Factors affecting personal insolvency 
Daiva Jurevičienė1, Vytautė Sukačevskytė2 

 

Abstract The rapid growth of personal debts becomes a real 
problem for many households. A lot of attention to credits 
constrains and lack to credit supply leads to irresponsible 
lending. Importance of individuals default for creditor 
explores a number scientist however the consequences of 
factors determining insolvency to the customer himself 
remains little examined. In nowadays when people use 
borrowed money for consumption, resolving insolvency 
becomes inevitable and familiarity with factors influencing 
personal insolvency is important in solving individuals’ 
financial problems. A study has found the factors influencing 
credit desirability and main reasons of overtaking 
commitments. The consumer credit market is chosen for the 
analysis. 

Index Terms: personal insolvency, default, consumer credit, 
credit desirability, overtaking commitments. 

JEL: G21, G28, G33  
 

 

I. INTRODUCTION 
According to the System of Personal Credit History Data 

(October, 2013) 261 thousand persons (or 8.7 percent of 
population) had outstanding debts in Lithuania. The 
numbers indicate that a considerable amount of people are 
unable to control their commitments due to various 
reasons. Personal insolvency became not only a huge 
trouble in personal finance management but the problem of 
the society either. Analysis of scientific literature reveals 
that importance of personal welsh for creditor examines a 
number of researches. This topic is widely analysed from 
legal, social and psychological side. However factors 
influencing insolvency of Lithuanian citizens are nearly 
unstudied innovative topic. Concept of personal insolvency 
is a new enough in legal terminology and was described 
precisely only in 2013 when the Law for Natural Persons 
Bankrupt came into force in Lithuania. Usually researches 
focus on corporate credit risk management, relate 
insolvency with this kid of risk and analyse importance of 
default for creditors. So, as a rule significance of 
insolvency for the individual himself as well as factors 
determining noncompliance with covenant conditions 
remain unstudied. Various institutions present a number of 
debt instruments in recent years and persons more 
frequently rush into undertaking of risk decisions and often 
heavy debts swamped them. 

 
1Daiva Jurevičienė is with the Faculty of Economics and 

Finance Management, Mykolas Romeris University, Ateities st. 
20 LT–08303 Vilnius, Lithuania 

2 Vytautė Sukačevskytė is with the Faculty of Economics and 
Finance Management, Mykolas Romeris University, Ateities st. 
20 LT–08303 Vilnius, Lithuania 

A person capable to fulfil obligations responsibly is not 
only attractive for a creditor but able to create ones 
financial wealth. Contrary a person unable to carry out 
obligations runs a risk to incur more expenses and not to 
obtain ones financial goals. It is obvious that personal 
default is useless to him and to creditor; therefore it is 
important to know the factors influencing personal 
insolvency to decrease insolvency risk. Kiesilainen, 
Henrikon (2005) concluded that increase in the number of 
credits correspondingly rise the percentage of non-
performing loans. 

The object of this research is factors determining 
personal insolvency. The aim of the research is to establish 
the main reasons of undertaking commitments and 
consumer credits’ desirability factors. Methods applied in 
the article are as follows: comparative analysis of scientific 
literature, empirical qualitative method – expert survey, 
graphical representation of data. 

 

II THE THEORY OF PERSONAL INSOLVENCY 
Appearance of a credit as such has a long history related 

to human behaviour. The credit itself is the appearance as 
old as commerce and it is not surprising that credit market 
was developed enough in recent years (Thomas, 2000). 
According to Lander (2004) contemporary credit system 
motivates individuals to borrow and spend money and 
creditors to lend to prosper borrowers, lenders and the 
economy. Lending is useful because it helps to solve 
money shortage problem for a certain period. In addition 
increase of consumption influences economic growth. 
However, less consensus was obtained on whether easier 
access to credit is really useful for the borrower himself 
especially when he is obliged to pay higher interest (Karla 
&, Zingman, 2009). Behaviorist model states that 
disposition to meet the needs could lead to reckless 
underwriting. However, Karlan & Zingman (2009) affirm 
that non-productive lending considered critically as it 
usually leads to individuals’ default problems. 

Brennan, Gallagher (2007) note that international 
research project examining OECD countries established 
that general debt of households increases substantially 
during last decades and households debts still enlarge in 
majority of countries (except Japan and Germany). For 
majority of households such level of borrowing is not a 
problem if they have property the net value of which also 
increases or their income is above average (Brennan & 
Gallagher, 2007). For households with average or below 
average income in general borrowing capacity was very 
limited by 1970 (Getter, 2006). Thus many authors (Getter, 
2006; Kilborn, 2005; Reifner, Kiesilainen, Huls & 
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Springeneer, 2003, etc.) agree that for this reason a number 
of countries frequently encountered individuals default 
problem until 1980. 

Credit system of XX century in U.S. and Europe was 
described as follows: people who have money can easily 
borrow and can borrow a lot of money, whereas who do 
not have money - it is almost impossible (Kilborn, 2005). 
While the authors examined the problem of credit use and 
treated debtors‘ rejection as a sign of credit market 
imperfection (Getter, 2006), pace of credit market 
development began to increase rapidly at the end of 1970 – 
early 1980. Lander (2004) distinguishes two main reasons: 
firstly, liquidity restriction for borrowers were repealed, 
secondly, the decrease of interest rate. 

These events made households more dependent on 
changes of economic environment and increased 
sustainable debt risk of becoming unsustainable. Flexible 
lending standards stimulate competition between creditors 
and rapid economic growth determined increased demand 
for various forms of credits (Getter, 2006). A lot of 
attention to credit constrains and too little to credit supply 
determined the fact that not only financial institutions but 
also other credit providers allow individuals to obtain 
credit in many ways: via Internet, using short message 
services, etc. These innovations have made more 
convenient access to credit but the flip side of it has led to 
record levels of debts, irresponsible lending/borrowing 
practice, “extortionate” interest rates and an efficient legal 
framework for consumer protection (Lander, 2004). 

Summarizing, a rapid increase of credits in terms of 
availability and use was observed in recent decades. This 

happens due to wide possibilities of borrowing created by 
banks and impels people to exchange saving for 
consumption. Insolvent consumers necessarily appear in 
such credit market (i.e. not in a fit state to repay own debts 
and fulfil other financial obligations without reducing ones 
minimal expenses) that finally lead to social disjuncture, 
higher costs (due to fines, trials) and passive participant in 
economic development. 

 
III. REASONS OF PERSONAL INSOLVENCY 

Reasons of indebtedness could be as follows: 
unemployment, failure of business, personal problems 
(illness, divorce) or overconsumption. Behaviour strategies 
of debtor are very important seeking to avoid insolvency, 
but actions of creditors are equally significant (Reifner, 
Kiesilainen, Huls & Springeneer, 2003). There is lack of 
systematic data specifically evaluating preconditions of 
insolvency of a person or separate social groups’. Certain 
increase of possible personal insolvency could be related to 
future expected appreciation of credits. If a market lead to 
such situation borrowers with fluctuating interest rates 
should prepare for higher expenses to avoid to “bog down” 
the debt (Butkus, Jazbutis, Kelpšas, Laužikas, Velička, & 
Višinskis, 2005). 

Increasing number of borrowers and credit amounts 
proportionally rises the number of insolvent persons and 
insolvency scale in terms of money. Undue indebtedness of 
customers was evaluated in four dimensions according the 
Declaration of European Union 2001 (Reifner, Kiesilainen, 
Huls & Springeneer, 2003). 

 
 
 
 
 
 

 
Figure 1. Four dimensions of default reasons (according to Reifner, Kiesilainen, Huls & Springeneer, 2003) 

 
The scientific literature identifies two approaches of 

becoming insolvent: economic and social. An economic 
point of view focuses on consumer credit use and 
behaviour in credit markets. This attitude supports the idea 
that becoming insolvent is related to poor financial 
management, overestimated capabilities or to high interest 
rate on credit. Socially, researches are focusing on 
insolvent debtor analysis and established that any 
unforeseen factor (illness, changes in family, job loss, etc.) 
contribute to insolvency, weakening personal financial 
situation (Kiesilainen & Henrikon, 2005). Increase of 
indebtedness problems is also associated to economic 
downturn. Isolated causes of insolvency can be displayed 
on the chart (Fig. 2). 

A study conducted in EU countries found that 25-30 
percent of all personal bankrupts arise due to improper 
resource management or negligence. However the vast 

majority (around 70 percent) of all insolvencies is the 
outcome of financial obligations, increase or decrease of 
income (Gruodytė, Kiršienė & Astromskis, 2010). 
Furthermore it is proved that there are more insolvent 
persons in the countries with less developed consumer 
loans system than in those where this system is well 
functioning. 

In recent decades researches were especially interested 
in insolvency problems trying to establish the key 
psychological factors related to higher debt risk. One of 
them is favourable borrowing conditions and 
overestimation of borrower’s personal capabilities. People 
insufficiently estimate their capabilities to solve adverse 
events even when they are well aware of the likelihood of 
other people experience in the same failures (manifested in 
term of “It could happen next, but not for me”) (Kilborn, 
2005). People of all social categories are too much 
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confidence in ones judgments and sensitive to risk, even 
those who are more informed about the actual statistical 

probability of adverse events (Manning, 2000).  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2. Approaches to personal insolvency (Reifner, Kiesilainen, Huls & Springeneer, 2003; Butkus, Jazbutis, Kelpšas, Laužikas, 
Velička, & Višinskis, 2005; Gruodytė, Kiršienė & Astromskis, 2010; Kiesilainen & Henrikon, 2005) 

 
Overconfidence that “This cannot happen to me” finally 

causes consumers to underestimate the probability of a 
possible liquidity crisis or default probability which may 
be due to a simple mismatch between current debt and 
future income (Kilborn, 2005). Hanson & Kysar (2000) 
note that the potential overestimation can overcome even 
great and good „achievable“ adverse events („it is 
impossible for me to happen this again“). Manning (2000) 
argues that even if the precisely measured objective of 
future costs and the risk of insolvency in the future 
outweigh the current benefits hyperbolic discounting 
distorts a person’s decision-making process and as a result 
financially disadvantageous decision is taken. 

 
IV. INSOLVENCY PROBLEMS IN CONSUMER 

MARKET 
It is very important to draw attention to the consumer 

credit market in term of insolvency and its reduction 
because usually people face with financial problems related 
to the use of consumer credit. According to The Bank of 
Lithuania (2013) one of the biggest problems in consumer 
loan market is inadequate estimation of customer’s 
creditworthiness. The Bank of Lithuania (2013) establishes 
that 20 percent of consumer credit providers do not assess 
client income, do not apply income to debt ratio, and often 
do not estimate even available commitments. Whereas 
accessibility to consumer credit services is notably big 95 
percent of agreements are made by means of 
communications, credit applications are taken 24 hours per 
day (The Bank of Lithuania, 2013). Such credit conditions 
are very opening and attractive to individuals with a week 
financial self-control who overtake risky decisions without 
estimating their financial capabilities and take advantage of 

credit proposal because the desire to have a good now is 
stronger than estimated unfavourable consequences in the 
future. The major share of consumer market is held by 
banks (Table I) according to the value of loans granted, but 
the most alarming are fast credit providers who sometimes 
charge for loans more than 200 percent interest per year. 
The consumer credit market often face the problem of 
personal insolvency because the borrower usually treats a 
consumer loan as quick money. 

 
TABLE I.  

DISTRIBUTION OF CONSUMER CREDIT MARKET ACCORDING TO THE 
VALUE OF ISSUED LOANS, % 

Consumer credit market participant Market share, % 
Banks 61 % 

Leasing companies 22 % 

Fast credit companies 14 % 

Credit unions 3 % 

Source: The Bank of Lithuania (2013) 
 
Though several types of consumer loans are available in 

the market and their regimentation could differ on 
international level however the concept itself does not 
change. Consumer loan – is such a loan when money is 
lent for a consumer (to purchase an item or service) against 
a certain interest rate; consumption usually occurs within a 
short period of time and no pledge or guarantee is required 
to secure the credit. Consumers could attain such loans not 
only in the bank or other companies’ but even without 
leaving their house. Thus proper evaluation of present 
capabilities to repay debt becomes even more important in 
terms of the demand of such credits. In the consumer 

Overestimation 
of personal 
capabilities 

Excessive 
consumption 

Underdeveloped 
consumer credit 

market 

Underestimated needs 

Intentional 
self-ruination 

Undue credit 
funds need 

Fundamental 
changes Other income 

decrease 

Debt collection 
practices 

Unplanned changes 
in family 

Illness 

Economic approach Social approach 

Faults in labor 
market 

Economic 
downturn 

Business 
failure Job loss 

Personal 
problems 

Lending 
practices 

Loans 
appreciation in 

future 

Divorce 

Incorrect finance 
management Failure to 

repay loans 

Undervalued 
risk factors 

Thoughtless 
behavior 
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society where personal consumption represents the major 
part of gross domestic product the link between credit and 
consumption plays a key role in terms of over-indebtedness 
of individuals. 

Rising level of consumption in recent decades already 
surpassed disposable income and for example in U.S. the 
level of savings even reached the lowest point. The worst 
thing is that increased household consumption is not 
determined by the increase in income but most likely by 
the newly developed lending instruments (Yerex, 2011). 
Credit accessibility influences week financial planning of 
individuals because they are given the opportunity to 
consume now while disbursements defer for the future. 
The consumer credit market is chosen for analysis in this 
study to clarify the causes of such credit use and factors of 
their attraction. 

 
V. RESEARCH METHODOLOGY 

Expert evaluation method becomes popular to deal with 
cross-cutting issues recently. This qualitative research 
method was chosen in this paper. Expert evaluation is 
understood as generalized opinion of expert group. In other 
words, expert evaluation method is described as a 
procedure that allows to coordinate expert opinions and to 
develop a single decision. Significant impact on the 
reliability of expert opinion does the line and features of 
the expert themselves. Experts should be able to solve the 
problem reliably and efficiently (Augustinaitis, Rudzkienė, 
Petrauskas & Dagytė, 2009). Great importance to the 
quality of the experts’ assessments and results has 
competence of experts and determined number of experts. 
It is assumed that sufficient member of experts is from 5 to 
9, so 8 experts were chosen in this study, but only 6 of 
them sent back questionnaires. The experts were selected 
based on undenominational group selection method – 
purposive group selection method. The survey sample 
consists of 6 anonymous experts, working in 4 different 
Lithuanian financial companies granting consumer loans 
(Table II). 

 
TABLE II. 

 EXPERTS’ CHARACTERISTICS BY POSITION AND WORK EXPERIENCE 
IN THE FIELD 

Expert  Position Work experience 
Expert  1 Head of the department 

which serves customers 
with no debts 

5,5 years 

Expert  2 Head of the department 
who works with debtors 

5 years 

Expert  3 Head of the department 
that decides on the granting 
of loans 

3 years 

Expert  4 Personal finance 
management expert 

5 years 

Expert  5 Private banker 3 years 
Expert  6 Customer service manager 4,5 years 

Individual questionnaire expert evaluation method was 
used. Questionnaire with six possible alternatives was 
presented for the experts (Table III).  

TABLE III.  
PRESENTED ALTERNATIVES FOR EXPERTS IN QUESTIONNAIRE 

The main reason of debts Factors mostly affecting 
consumer credit 

attractiveness 
A – to purchase expensive 
goods immediately 

A1 – lower monthly instalments 

B – to solve liquidity 
problem (job loss, serious 
illness, etc.) 

B1 – shorter loan maturity 

C – to maintain the level of 
liquidity, which gives a 
sense of security 

C1 – lower interest rate 

D – to refinance previous 
debts 

D1 – flexible repayment 
possibility 

E – to support standard of 
living beyond owns means 

 

F – overtaken without the 
predetermined purpose, 
tempted by an attractive 
loan offer 

 

 
The experts evaluate these alternatives in accordance 

with the scale presented in the questionnaire in the interval 
between 0 (the least or the statement invalid in any case) to 
10 (the strongest or the statement valid in all cases). 
Questionnaires were sent to exert via e-mail, however only 
6 agreed to answer (25 percent refused or ignored the 
request). 

The selected data were processed using SPSS program. 
The data were analysed in the following steps in order to 
assess them accurately: 

- entering research data into a metrics; 
- checking the reliability of the questionnaire 

calculating Cronbach’s alpha coefficient; 
- ranking assessments of experts; 
- checking the compatibility of experts opinions 

after calculation the coefficient of concordance; 
- determining the competence of experts 

involved in the study; 
- sorting by frequency reasons of commitment 

undertaking and consumer credit attractiveness. 
 

VI. RESEARCH RESULTS 
Identification of Main Reasons of Undertaking 
Commitments 

Results of 6 anonymous surveyed experts’ 
assessments are presented in Table IV. 

The degree of questionnaire reliability was tested before 
the analysis of experts’ assessment. Cronbach’s alpha 
coefficient was calculated using SPSS program which is 
equal 0.816 and means that questionnaire with alternatives 
of the causes of liabilities were set up properly. Presented 
alternatives for experts correlate with each other with 95% 
reliability, i.e. they reflect the subject of the research, so 
the questionnaire can be considered as a reliable and stable. 

In addition, analysis of different alternatives correlations 
to the entire questionnaire showed that correlation of 
alternative C (to maintain the level of liquidity, which 
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gives a sense of security) with the entire questionnaire is week 0.075 (Table V). 
 

TABLE IV.  
EXPERT ASSESSMENTS ABOUT THE CAUSES OF LIABILITIES 

Alternatives  Expert 
A - to purchase 
expensive goods 

immediately 

B - to solve 
liquidity problems 

C - to maintain the level of 
liquidity that gives a sense of 

security 

D - to refinance 
previous debts 

E - to support standard 
of living beyond their 

means 
1 9 5 1 7 5 
2 9 4 3 6 3 
3 5 2 1 2 3 
4 8 4 1 6 5 
5 7 5 2 6 4 
6 8 4 1 5 4 

 
 

TABLE V.   
OUTPUT OF SPSS DATA ANALYSIS CALCULATING CRONBACH’S 

ALPHA COEFFICIENT OF 6 ALTERNATIVES 
Alt
ern
ati
ves 

Questionnair
e mean 
removing an 
item 

Questionnair
e dispersion 
removing an 
item 

Corrected 
item-
questionnair
e correlation 

Cronbach‘
s alpha 
removing 
an item 

A 17,17 27,367 ,796 ,737 
B 20,83 30,567 ,859 ,747 
C 23,33 40,667 ,075 ,857 
D 19,50 23,500 ,919 ,695 
E 20,83 35,767 ,523 ,806 
F 22,50 24,300 ,538 ,837 

 
However, it was decided to leave C alternative in the 

questionnaire after evaluation of causes of its removal as it 
does not result significant increase of Cronbach’s alpha (it 
would increase from 0.816 to 0.857) and it can be assumed 
as theoretically necessary in the questionnaire. Jurevičienė, 
Sukačevskytė (2013) noticed that households who do not 
manage their personal finances are more likely to 
undertake commitments and not to repay them. 

Expert survey is based on the assumption that the 
solution can be obtained only by the compatibility of 
experts’ opinions. Kendal coefficient of concordance was 
calculated next. To approve or reject hypothesis H0 
(experts assessments are controversial) with alternative H1 
(experts assessments are similar) and to check the 
significance of the coefficient was chosen the level of 
significance α = 0.05. Calculated p-value of distribution 
was equal 0.000 using SPSS package. P-value is less than 
the selected level of significance therefore it was 
conducted that differences in experts’ opinion are not 
significant. Calculated coefficient of concordance value 
was not equal to zero (W=0.824) and was greater than 0.6 
(the opinion of experts is solid enough) thus the null 
hypothesis H0 was rejected and the alternative was 
accepted (H1: the experts’ assessments are similar). 
Consequently, with 95% reliability it can be said that 
experts assessments are similar, compatibility of experts 
opinion exists and ranked factors can be analysed. 

However calculated coefficient of concordance does not 
show which experts’ assessment differs most. Competence 

coefficient was calculated to assess experts’ competence 
and is shown in descending order in Table VI. 

According to the results the highest competence in the 
field of commitments had experts which positions are 
related to consultations on personal finance management 
(expert 4 – personal finance management expert, expert 5 – 
private bankers, expert 6 – customer service manager). The 
expert who led the department serving customers with no 
debts was characterized the least competence despite 
having the greatest experience.  

TABLE VI. 
 EXPERTS COMPETENCE IN DESCENDING ORDER (COEFFICIENTS) 

Expert Competence coefficient 
4 0,1689 
5 0,1689 
6 0,1689 
2 0,1669 
3 0,1655 
1 0,1609 

 
So, after experts’ assessment it was found that the basic 

causes of overtaking commitments can be sorted in the 
following sequence by the intendment use of the frequency 
of cases (Table VII). 

TABLE VII.  
MAIN REASONS OF UNDERTAKING COMMITMENTS  

Main purposes of undertaking commitments 
1. To purchase expensive goods immediately (A);  
2. To refinance previous debts (D);  
3-4. To solve liquidity problems (B);  
3-4. To support standard of living beyond ones means (E);  
5. Without the predetermined purpose, tempted by an attractive 
loan offer (F);  
6. To maintain the level of liquidity that gives a sense of 
security (C).  

 
Establishment of Consumer Credit Desirability Factors 

Systemized results of experts’ assessment are presented 
in Table VIII. 

Cronbach’s alpha coefficient was calculated using SPSS 
package and was equal 0.731. As the value exceeds 0.7 it 
can be said that the alternatives presented to the experts 
about the main causes influencing consumer credits 
desirability correlate with each other, i.e. they reflect 
research subject, so the questionnaire can be considered as 
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a reliable and stable. Analysis of correlation of separate 
alternatives to the entire questionnaire showed that all 
values were higher than 0.1 – 0.2. Non alternative needed 
to be removed from the questionnaire to present proper 
questionnaire (Table IX). 

Experts’ opinion compatibility was estimated calculating 
Kendal coefficient of concordance to ascertain the reasons 
of credit desirability. To assess the compatibility of 
coefficient level of significance was chosen α = 0.05 as the 
number of alternatives is m ≤ 7 (m=4). 

 
TABLE VIII.  

EXPERT ASSESSMENT ABOUT CONSUMER CREDITS DESIRABILITY 
FACTORS 

Alternatives Experts   
A1 

Lower 
monthly 

instalments 

B1 
Shorter 

loan 
maturity 

C1 
Lower 
interest 

rate 

D1 
Flexible 

repayment 
possibility 

1 9 5 9 9 
2 9 4 7 8 
3 8 7 10 8 
4 8 5 7 6 
5 8 5 9 8 
6 10 6 9 10 

 
TABLE IX.  

OUTPUT OF SPSS DATA ANALYSIS CALCULATING CRONBACH’S 
ALPHA COEFFICIENT OF 4 ALTERNATIVE 

Alt
ern
ati
ves 

Questionnair
e mean 
removing an 
item 

Questionnair
e dispersion 
removing an 
item 

Corrected 
item-
questionnair
e correlation 

Cronbach‘
s alpha 
removing 
an item 

A1 22,00 8,800 ,330 ,761 
B1 25,33 7,467 ,449 ,710 
C1 22,17 5,767 ,646 ,590 
D1 22,50 5,100 ,700 ,549 

 
Calculated p-value of distribution was equal 0.005 using 

SPSS package. P-value was less than the selected level of 
significance therefore it was conducted that differences in 
experts’ opinion were not weighty. The value of calculated 
coefficient of concordance was not equal to zero 
(W=0.708) and was higher than 0.6 (the opinion is solid) 

thus null hypothesis was rejected and the alternative was 
accepted (H1: experts’ assessments are similar). 
Consequently with 95% reliability it can be said that 
experts assessments were compatible, so ranked factors can 
be jointly analysed. 

Experts’ competence was assessed next to ascertain the 
need of eliminating any expert from the expert group. 
Calculated experts competence coefficients shown in 
descending order in Table X. 

According to the results the highest competence in the 
field of assessment of consumer credit desirability had 
experts which positions are related to leadership in 
working with debtors and consulting in the field of 
personal finance management (expert 2 – head of 
department who works with debtors and expert 4 – 
personal finance management expert). 

 
TABLE X.  

COMPETENCE OF EXPERTS IN DESCENDING ORDER (COEFFICIENTS) 
Expert  Competence coefficient  

4 0,1690 
2 0,1674 
1 0,1659 
3 0,1659 
5 0,1659 
6 0,1659 

 
After experts’ assessment the factors most influencing 

consumer credit reliability under their importance are 
presented in Table XI. 

 
TABLE XI.  

FACTORS MOST INFLUENCING CONSUMER CREDIT RELIABILITY 
Factors most affecting the attractiveness of 

consumer credits 
1. Lower monthly instalments (A1); 
2. Lower interest rate (C1); 
3. Flexible repayment possibility (D1); 
4. Shorter loan maturity (B1). 

 
Summarizing the obtained results could be structured 

into economic and social causes (Fig. 3): 
 

 

 
Figure 3. Composition of main reasons of undertaking commitments and consumer credits desirability factors (economic vs. social 

approach, survey results) 
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VII. CONCLUSIONS 
The indebtedness of individuals significantly increases 

in recent decades and is still growing rapidly in many 
countries. Such uncontrolled and reckless borrowing could 
lead many households to insolvency. Insolvency is used to 
describe a financial situation of a borrower when one is 
unable to fulfil obligations in time without cutting his 
minimal expenses and impairment of his living standards 
what gradually determine social exclusion, higher cots 
(due to fines, trials) and passive participation in economic 
development. 

Scientific literature distinguishes two attitudes of 
becoming insolvent: economic and social. Economic are 
related to weak financial management, overestimated 
capabilities or too high credit interest rates. Social are 
related to such reasons as illness, unemployment, etc. 
Contrary to business environment “market adjustments” 
could not eliminate default persons, leaving “the 
strongest”. 

Scientific literature faces the problem of non-systematic 
data (model) specifically assessing causes of borrowers 
default. Many foreign authors study importance of 
insolvency in legal, social or psychological dimension, 
selecting one specific factor. In Lithuania this concept is 
relatively new and there is lack of reaches in the field of 
personal insolvency. 

Uncontrolled debt can be very costly to debtor, creditor 
and society. Particularly important are the reasons of 
commitments undertaking set by expert survey to control 
the level of insolvency and to help a person to understand 
the mistakes of his finance management and not repeat 
them in the future. The most important of such causes is to 
purchase expensive goods immediately and to refinance 
previous debts. Analysing consumer credits reliability the 
expert survey establishes the following reasons – lower 
monthly instalments and lower interest rate.  

It must be emphasised that from the perspective of 
personal finance management it is deeply flawed to 
refinance previous debts by new loans and especially to 
repay delayed mortgage loans by consumer loans due to 
considerably higher interest rate. As for the so-called 
lower interest rates on consumer loans it should be noted 
that such customer opinion is based on financial illiteracy 
and misleading information presented by fast credit 
companies as they usually announce not the annual 
interest rates but the monthly ones. 

Structuring the main reasons of commitment 
undertaking and consumer credit desirability factors all of 
them except “to solve liquidity problem (job loss, serious 
illness, etc.)” could be attributed to economic approach. 
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Features of evaluating the effectiveness of investment 
projects in emerging markets 

Liudmila Nikolova1 
 

Abstract The article deals with features of evaluating the 
effectiveness of investment projects in emerging markets, the 
hallmark of which are, high inflation, political and general 
economic risks. The peculiarity of the analysis is the rationale 
for the approach in the formation of the initial data of 
investment, the forecast which should be carried out on all the 
expensive items and revenue in future prices, taking into 
account the principles of adequacy of cash flows. Important 
role in the analysis is ordering options for the relationship the 
investment process, based on the objective function - the 
maximum return on invested capital. 

Index Terms: investment project, evaluation of efficiency, 
growing market, members of the investment process, the yield 
on invested capital. 

JEL: G11, G24 
 

I.INTRODUCTION 
 
The hallmark of emerging markets are high inflation 

rates, political and general economic risks. In respect of 
project evaluation this leads to the rise in the desired and 
required yield fund holders get. An important role for the 
evaluation of project efficiency in emerging markets play 
the cross interests of different fund holders, which results 
in the increase of investment risks leading to financial 
restraints on the growth of capital. To avoid this, one will 
have to implement targeted control of the economic 
efficiency of an investment project. The existing 
mathematical methods used currently for risks analysis 
have some limitations that do not allow us to be 100% 
certain about the desired return on investment. In this 
paper, upon a detailed review of the technique of applying 
the known mathematical methods to economics, and of 
their properties, the author suggests a solution to the task of 
management of investment project efficiency. To 
substantiate the solution to the problem, the paper analyses 
methods used for investment risk assessment and offers the 
author's own ideas to this end based on the methodology of 
managing the target economic efficiency of an investment 
project (Blank, 2003). 

 
II.METHODOLOGY FOR MANAGING TARGET 
ECONOMIC EFFICIENCY OF AN INVESTMENT 

PROJECT 
All mathematical methods used in the economics for risk 

analysis can be categorized as direct or inverse problems. 
In direct problems, risk analysis related to the assessment 
of risk rates is carried out on the basis of the apriori known 
data. In inversed problems, limitations for one or several 
initial variable parameters are to be defined with the 
purpose of attaining a reasonable return rate for an 
investment project (Blank 2003). While analyzing risks for  

 

1 Liudmila Nikolova is with the Sub-faculty Finances and 
monetary circulation, The St.-Petersburg state polytechnic 
university, 195251 Saint Petersburg, Russia 

an investment project at each of its implementation stages, 
both direct and inverse problems are used, with the 
management process being a closed loop. This approach 
underlies the methodology and principles of managing the 
target economic efficiency of an investment. The widely 
adopted practice of investment risks assessment allows for 
categorization of these methods and of related models by 
the types listed below (Bocharov, 2008). 

1. By the use of probability distributions: methods 
taking account of probability distributions; methods 
not taking account of probability distributions. 

2. By taking account of the probability of each 
individual value for a variable, and by doing the whole 
analysis with regard for probability distributions: 
probabilistic methods, sampling methods. 

3. By the use of specific techniques to calculate 
resulting parameters on a constructed model: analytical 
methods, simulation methods. 

The hallmark of Approach 1 is that for each stochastic 
variable only one of its values is used. The purpose of such 
"condensation" of the exogenous variable risk is to make 
possible the use of methods developed for certainty 
situation analysis without the need for any alterations. The 
results of calculations according to a model built for 
Approach 2 will be not an individual value for the resulting 
variable but its probability distributions. Probabilistic 
methods imply that construction and calculation on the 
model are based upon the probability theory principles, 
while in the case of sampling analysis all calculations are 
made by sample. 

The main feature of Approach 2 is that it relies upon 
decision-making simulation methods. Within this approach 
we can single out such techniques as the target, 
optimization and systematic ones. The target technique is 
characterized by setting very clear goals for the 
construction of a model, with their refinement leading to 
the reconstruction of the model and new analysis. 
Application of this approach is most reasonable when it is 
necessary to constantly made new decisions in similar 
situations with very specific goals for each of them. 

Approach 3 that implies calculation of resulting 
parameters according on a constructed model, contains the 
analytical and the simulation methods. The analytical 
method allows for getting results directly from the values 
of exogenous variables. Among its advantages is that 
solutions are found very fast. Its deficiency lies in the 
necessity to adjust a set goal to mathematical techniques at 
hand. 

The simulation technique relies upon step-by-step 
calculation of the value of a resulting parameter. Among its 
key advantages is the transparency of all calculations, easy 
perception/assessment by all participants of the process, 
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easy planning and obtaining the results of an investment 
project analysis. In order to develop a methodology for the 
management of economic efficiency in investment, the 
system approach has been used allowing for building a 
technique for management of investment risks that is 
focused solely upon the reflection of the management 
realities, i.e. such a model a forecast on which proceeds not 
on the basis of a formulated set of goals, but proceeds from 
the analyzed aspect of a real situation. As a result, such a 
model describes the behavior of a real system and not the 
action strategy as is implied by traditional methods. Then 
selection of a system of goals is done, after which decision-
taking becomes possible on the basis of the forecasted 
system behavior. Individual changes of goals due to 
investment projecting do not result in the change of the 
model and require no additional calculations. 

Now, while developing a methodology for the 
management of investment economic efficiency, we have 
to choose the type of categorization of management 
methods for the developed model and of a method for 
investment project risk assessment. In the breakdown 
structure this is Classification Type 2, subject to the 
probability of each individual value of a variable, and to 
doing the whole analysis with regard for distribution of 
probabilities containing sample-based methods. It should 
be noted here that sampling methods have only limited 
application to the developed approach and to the model of 
management of investment process risks. Therefore, with 
this paper an opportunity arises to supplement the existing 
mathematical methods for the management of economic 
efficiency of investment in a risky environment. Let us 
consider how the above described approach is applied to 
the analysis of investment risks. 

Mathematical methods used for the assessment of 
investment efficiency under risky conditions can be broken 
down into two categories: qualitative and quantitative. 

At the same time in the present paper we have considered 
the following issues: 

Qualitative methods for risk assessment 
- expert methods for risk analysis, SWOT-analysis 
- Delphi method 

Quantitative methods for risk assessment 
- discounting method 
- capital asset pricing model (CAMP) 
- cumulative discount rate method 
- country risk assessment method 
- sensitivity analysis method 
- investment project sustainability method 

- scenario analysis. 
For the review and analysis we have chosen only those 

mathematical methods in the economics that have to be 
applied if the methodology of management of economic 
efficiency of investment projects in emerging markets from 
Paragraph 2 is used, which resulted in certain changes of 

the risk analysis procedure. The study presented below 
defines a technique for the analysis of the assessment of 
economic efficiency of investment projects in emerging 
markets. 

 
2.1. Investment risk assessment: qualitative 

methods 
The methodology for qualitative assessment of risks 

associated with a project at first sight seems to be a very 
simple descriptive procedure, but essentially it leads to the 
quantitative analysis (Metodicheskie…, 2000). The main 
goal for the qualitative approach is to reveal and identify all 
possible types of project risks associated with the project 
under consideration. In addition it is necessary: 

a) to identify and describe causes and factors 
contributing to the rate of this type of risk; 

b) to describe and provide the cost estimate of a 
possible damage from the risk; 

c) to suggest a system of counter-risk measures and 
estimate their cost equivalent. 

The qualitative analysis of investment project risks is 
done at the stage of investment feasibility study; a 
mandatory comprehensive examination of the investment 
project helps accumulate a lot of necessary information for 
the subsequent analysis of its risks. In the process of 
qualitative assessment of project risks it is crucial to 
examine the causes for these risks and factors influencing 
their dynamics. This has to do with the next stage of a 
qualitative approach procedure – i.e. description of 
potential damage from these risks and their cost estimate. 
Since project efficiency estimates are based on simulation 
of its cash flows whose volume can change due to 
realization of any of such risks, than at this stage it is 
important for a project analyst to carry out the quantitative 
evaluation of consequences expressed in cost values, and in 
addition to this – the assessment of counter-risk measures 
to be suggested at the next step of the process. Risk 
countermeasures can be called "methods that allow for 
managing the risks of an investment project". It is 
important to choose the right methods for project risk 
reduction, because it is the correct and effective risk 
management that helps reduce the damage that may arise 
during the project implementation, and in addition to this it 
allows us to reduce the general risk of the project. 

The main advantage of the expert evaluation method is 
that we can draw upon experts’ expertise during the 
process of project assessment and take account of various 
qualitative factors. The method of expert evaluation has for 
itself a package of logical and mathematical statistical 
techniques and procedures related to the work of an expert-
analyst who processes the data necessary for decisions 
analysis and decisions-making, and also for taking account 
of various qualitative factors. In practice, a number of 
formalized procedures for the expert assessment of risks 
are used (Mitroff, 2000). 
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One of the simplest practical expert methods for risk 
analysis is the SWOT standing for "Strength, Weakness, 
Opportunity, Threat". This is a qualitative approach based 
upon comparison ("weighing") of opposite characteristics 
of the project, which allows for a vivid demonstration of 
the project’s strengths and weaknesses, its perspectives and 
risks. 

Upon examining the project's documentation and 
business-plan experts carry out the assessment of those of 
its factors (e.g. on a 10-point scale) that can be controlled 
for risk. The higher the rate, the stronger the risk. Like a 
number of other expert methods, this approach can not be 
called quantitatively precise, but still it allows for a 
comparison of various project factors. The risk zone of the 
project being assessed points to deficiencies in the project 
concept in what concerns its management and financing. 
Further development of this technique is achieved via 
graphical construction of the risk zone that would reflect 
how risk factors are ranged. 

The second version of the expert approach implies 
estimation of the threshold level on a 100-point scale for 
each of the risk types, and also if necessary a graded 
estimation on a 10-point scale of the experts’ competence. 
The expert assessment of risks is to be done with regard to 
risk event probability (in unit fractions) and to the threat 
this risk poses to the project’s success (on a 100-point 
scale). The average score of risk event probability is used 
as the benchmark. The value of this coefficient indicates 
that a risk event will take place. After controlling for 
independent (simple) risks and planning counter-risk 
measures, a ratio of the distribution of probability of a risk 
event to the benchmark value can be introduced. 

The expert interview method brings more convincing 
results with it if it includes the following: 

- expert opinion assessment, 
- assessment of the coherence of information 

provided by the experts, 
- identification of maximum risk factors, i.e. those 

elements of the investment project that got the lowest 
score, 

- analysis of the scoring scale in defined weighting 
patterns (i.e. evaluation of the project rating, which is 
particularly important if alternative projects are on the 
desk), at the same time the choice of weighting patterns 
may also be the object of an additional assessment. 

The Delphi method is one of the methods of expert 
assessment of risks described above. Its characteristic 
features are anonymity and feedback control. For the 
members of the expert board it means anonymous 
participation in the risk assessment procedure, as the 
experts can not discuss the answers to questions asked. 
This system helps avoid group decisions and ensure that no 
leading individual opinion will prevail. Processed and 
generalized results via the feedback control system are 
given to each of the expert board's member. This helps 
avoid possible psychological discomfort that may be linked 

to the fact that each assessment is personified. At a later 
stage the assessment may be repeated. The quality of the 
expert assessment of project risks to a great extent depends 
on the choice of experts. 

 
2.2. Investment risk assessment: quantitative 

methods 
The quantitative assessment of investment risks is in fact 

a continuation of the qualitative one. It implies: 
- reliance upon the benchmark version of the project 

calculations, 
- prior completion of a full-scale qualitative analysis. 

Quantitative assessments of investment project risks are 
linked to the numerical determination of the rates of 
individual risks and of the general project risk. In the 
process of quantitative analysis we use tools offered by the 
probability theory, mathematical statistics and the 
operations research theory. The quantitative analysis means 
numerical determination of the degree to which the changes 
of project risk factors checked for risk impact the 
behaviour of project efficiency indicators (Teplova, 2006). 

 
2.2.1. The method of discounting of the project risk 

assessment 
The method of discounting of project risk assessments 

relies upon the procedure of normalizing all future earnings 
of the project (including dividends and net depreciated 
value of assets) by "today’s cost". The discounting 
procedure defines the expected income generated after the 
decision to invest was taken. Its absolute value will be less 
that the nominal value of all future transactions that can be 
made during the project implementation. For a detailed 
description of how this method of discounting is to be 
applied see the publication by UNIDO and (Metodicheskie  
, 2000). The key parameter for this method is the discount 
rate that can be defined by a number of ways. Its value is 
dependent upon the two following key factors: the risk-free 
rate and the investment risk markup/premium. 

For each planning interval (year, quarter) discounting 
factors are defined: 

DFi = (1 + DR)- i 
with: 
DFi–discounting factor for planning interval i 
DR–discount rate according to the defined planning 

interval 
i – serial No. of the planning interval provided the 

beginning of the project is marked as "zero". 
Using the obtained values of the discounting factors you 

can define the NPV – net present value of the project by the 
formula: 

NPV = NCV0⋅ DF0+ NCV1 ⋅ DF1 + … + NCVn ⋅ DFn 
with: 

Volume VII Number 3 September 2014

14



 

n – total No. of planning intervals 
NPV – net present value 
NCV1 – net cash flow by the end of the i planning 

interval (positive or negative) 
NCVn – net cash flow by the end of the final 

planning interval 
DF1 – discounting factor for planning interval i 
DFn – discounting factor for the final planning 

interval 
The interim net cash flows are defined by the formula 

(can have different level of detail): 
NCVi = Profiti + Depreciation chargesi + CIi + Taxesi

      (1) 
with: 
Profit – profit for the i planning interval; 
Depreciation charges – depreciation expenses; 
CI – investment costs; 
Taxes – taxes. 
The final net cash flow (NCVn) also includes the net 

depreciated value of assets (capital and floating stock). 
If the net current value of the project calculated by 

formula 1 is 0, then it means that the investor will repay 
his/her expenditures but gain no profit. The higher the NPV 
value, the more attractive the project for investment. If its 
NPV is negative, then the project will be lossmaking, and it 
is recommendable not to implement it. 

The choice of the method for calculation of the 
discounting rate depends on the type of cash flow. If the 
cash flow is positive, then you have to apply the method of 
weighted average cost of capital; if this is the owner’s 
capital cash flow, then use the method of cost estimation 
for owner’s capital. Cash flow surplus is the sum of net 
disposable income + depreciation + other balance sheet 
items. From this sum the investment into the capital and 
floating stock are deducted. Loan interest and any changes 
in the long-term debt balance shall not be taken into 
account. The owner’s capital cash flow differs from the 
previous one in that loan interest and other debt interest are 
deducted from it. So this is the way to calculate the value 
of cash flow getting into the hands of the owners of the 
capital or shareholders. In either case the cash flow may be 
calculated before of after the income tax deduction. 

Calculations may be done both in effective and nominal 
prices (i.e. prices not adjusted to inflation). Most adequate 
is the assessment of investment projects by calculation on 
the basis of owner’s capital cash flow after the deduction of 
all taxes. Besides, it is necessary to consider applying the 
discount rate to the actual cost, i.e. you should take the 
inflation component away from it. 

To get a complete picture of the investment risk 
assessment problem, let us consider two of the most 
popular approaches to the definition of discounting rate for 
owner’s capital. These are the САРМ – Capital Asset 

Pricing Model (also called the β-coefficient model), and 
the "build-up"/cumulative model. In either case risk 
adjustment is done by calculation of relevant corrections 
for the discount rate. The description of the models is given 
in compliance with the World Bank guidelines on the 
matter. 

 
2.2.2. Capital Asset Pricing Model (САРМ) 
The Capital Asset Pricing Model is based upon the 

perception that any additional risk for the investor is 
reflected by the rise in the expected return rate for the 
project. The volume of the expected return on owner’s 
capital and a relevant discount rate are defined by the 
following three items: the risk-free return rate, coefficient β 
and the market risk premium (Blank, 2003; Dubinin). 

The САРМ in its classical version is defined by the 
following equation: 

Rc = Rf + β ⋅ (Rm – Rf)    (2) 
with: 
Rc – expected return (discount rate) in the 

owner’s capital 
Rm – average market return rate 
Rf – risk-free return rate. 
A difference between the average market return rate and 

the risk-free return rate is called the market risk premium. 
It means assessing additional risks for the optimum 
investment of funds into market assets (shares, bonds, 
deposits, etc.) in comparison with the so called risk-free 
investments. The size of the market premium reflects the 
weighted risk of a diversified market portfolio. The β-
coefficient defines a systematic risk of a company balanced 
against the average market risk. A modified version of the 
CAPM also takes account of the non-systematic risks or a 
firm that depends upon the company’s structure and 
management characteristics. 

The modified equation of the CAPM model looks as 
follows: 

Rc = Rf + β ⋅ (Rm – Rf) + Е   (3) 
with: 
Е – Increase of the discounting rate resulting 

from the non-systematic risk. 
It seems worth telling here about the peculiarities of the 

CAPM method if foreign investment is in question. 
Parameters included in the CAPM equation vary for 
different countries. Thus, the value of risk-free rate for 
Russia is higher than in the USA. There are more than one 
approach to taking account of these circumstances, which 
shall be discussed later. In most cases the risk-free return 
rate is defined on the basis of the return rate on government 
bonds, because they have a very low insolvency risk and a 
high degree of liquidity. Besides, when defining the risk-
free return rate for these types of assets usually account is 
taken of the long-term inflation exposure. 
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The 2008 financial crisis in Russia brought about 
corrections to these rules. Russian government bonds 
virtually ceased to be profitable and liquid. Amid the 
crises, it is necessary to use other criteria for calculation of 
the risk-free rate for investment in Russia (Koshechkin). 

In the CAPM model, there are two types of risk: the 
systematic and non-systematic. The systematic risk is 
related to general changes in the equity market produced by 
macro-economic and political factors (rises or drops in the 
base rate, inflation exposure, shifts in state policy, etc.). 
Exposure to these factors to a certain degree impacts all 
companies in a country. In the CAPM model, the 
systematic risk is measured by the β-coefficient that 
defines to what degree the global factors described above 
impact the fluctuation range of the value of the chosen 
assets. At the equity market, the β-coefficient is a measure 
for the range of prices of company’s shares balanced 
against the general market fluctuation measured for a 
diversified market portfolio. An equation for the β-
coefficient is as follows: 
βi = σim/σ2m     (4) 
with: 
βi – β-coefficient for i-share 
σim – covariance between the return on the i-

share and the return on a diversified portfolio 
σm – return variance of a diversified portfolio. 
The average market risk rate corresponds to the β-

coefficient that is equal to '1’. If the β in a company 
exceeds ‘1’, this means that this investment may be 
associated with a higher risk rate that the average. 
Accordingly, if β < 1 then this reflects a lesser variability 
of the company’s shares and therefore a lesser risk. 
Negative β means a tendency that is opposite to the market 
trend: if the market is rising, then the shares are falling, and 
vice versa. 

The non-systematic risk is linked to the specific financial 
performance and business procedures of this particular 
company. Rate fluctuation resulting from the non-
systematic risks do not depend on the market situation. The 
non-systematic risk results from the following situations: 

- entrepreneurial risk linked to compan’s management, 
competitiveness, cost control, etc. 

- financial risks linked to the asset liquidity rate, 
external and internal debt indexes, asset turnover, etc. 

- entrepreneurial risks linked to the management of sales 
and of supply of raw materials/component parts. 

If the company's shares are listed stock, then the 
coefficient β is calculated by formula 4. Stock indexes are 
used as the indicator of a diversified portfolio’s return rate. 
For shares listed at the Russian stock market the RTS or 
MICEX indices are used. For companies whose shares are 
listed at the New-York Stock Exchange (NYSE) the 
Standard and Poor’s 500 (S&P 500) index is used. For 
companies whose shares are not quoted at the stock 

exchange, for a rough assessment of the β-coefficient its 
average value for similar companies of this market sector 
can be used (Teplova, 2006). 

Besides, another method is to be used – the one based 
upon the analysis of different parameters of the company's 
activities, and on the assessment how such parameters 
impact the risk rate. This type of the β-coefficient is called 
a "fundamental β-coefficient". 

The financial research and information firm Ibbotson 
Associates that specializes on the analysis of international 
capital market risks issues its annual reports on the β-
coefficient value for different industries and service sectors 
by the country, region and individual large enterprise. In 
these reports Ibbotson Associates also offer data on risk-
free rates, on the market risk premium for different 
countries, and on other risk parameters. The key indicators 
having a strong correlation with the systematic risk of a 
company are such indexes as the financial risks, industry 
risks, and macroeconomic risks (Kolisnyk). 

To find the yield of the average market portfolio we'll 
have to use in our calculations profitability measures for 
stock market indexes over a long period of time. The 
average yield on the Russian stock market is calculated by 
the RTS index. For a more precise calculation of the 
discount rate we will have to use the average values for the 
market risk premium on different financial markets over 
the Globe for the last 20 - 30 years. At the final stage of our 
calculations according to CAPM, the value for the discount 
rate is to be corrected subject to company-specific (non-
systematic) risks. One of such factors is the size of a 
company in comparison with other firms in this market. 
According to Western analysts, for investment into smaller 
businesses the discount rate has to be increased by 5% 
minimum to compensate for additional risks (Bocharov, 
2008). 

Taking into account all this, the algorithm for owner’s 
capital discount rate calculation should be as follows: 

- define the risk-free return rate 
- define the coefficient β 
- calculate the market premium rate 
- assess non-systematic risk factors 
- calculate the discount rate according to the modified 

CAPM equation. 
 

2.2.3. Cumulative discount method 
The cumulative discount method is based upon the expert 
assessment of risk factors. Similar to the CAPM method, 
here the basis is the risk-free return rate to which additional 
premium is added as related to the risk of making 
investments in this particular project. Cumulative discount 
rate calculation: define the risk-free rate, evaluate the size 
of an additional risk premium (Fainshmidt, 2012; 
Shkodskii, 2007; Voronov). 

Subject to the assessment of individual risk factors, they 
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are assigned a value by the following rule: high risk 
corresponds to the maximum estimate, no risk is indicated 
by zero estimate. The resulting values are added to each 
other and then summed with the risk-free rate. 
Considerable influence upon the efficiency of an 
investment project is exerted by the so called country-
specific risk. 

 
2.2.4. Country risk assessment method 
In the "International Risk Management" publication its 
authors give the following definition: "Country risks refer 
to a direct loss on material or other sort of assets invested 
in this country, or an unforeseen decrease of return on these 
assets resulting from macroeconomic, financial or social 
political events taking place in the country, beyond control 
of either private companies or individuals." 
Country risks are indirectly assessed while calculating the 
risk-free rate specific for the country where investments are 
being made. The country risk can be also assessed by direct 
methods of which the most popular is the method of 
discount rate correction. Country risk assessment is very 
important when you have to take a decision about 
investments in foreign countries. The country risk 
assessment is done in several steps: 

- definition of the key factors impacting the country 
risk 

- choice of a country risk assessment method 
- expert assessment of the contribution of different 

factors to the final result. 
At the first step of country risk assessment, a list of factors 
is build that have a substantial impact upon its score. The 
country risk is assessed using a number of different 
methods: cash flow correction or calculation of the 
investment payback period. Most popular, however, is the 
method of the discount rate correction. First, the chosen 
risk factors are assessed on the 10-point scale and then the 
average weighted sum of all factors is found, whose value 
falls within the range of 0 to 10. The 0 score corresponds to 
no risk at all, the 10 score – to maximum risk. Values in the 
middle of the scale indicate a moderate country risk. Then, 
on the basis of the assessment, additional country risk 
premium is found that is afterwards added to the discount 
rate. What international experts can recommend in this 
respect comes down to the following: add 5% of additional 
risk premium for countries with a moderate risk rate (4 - 6 
points) and 10% for countries with a high level or risk (7 – 
10 points) (Bocharov, 2008). For a more precise calculation 
of a country risk you have to further specify the expert 
assessment of risk factors by assigning a relative weight to 
each of the factors showing its lesser of bigger significance 
in comparison with other ones. 
 

2.2.5. Sensitivity analysis method 
For the assessment of the impact the environment (market 
situation) has upon the efficiency of an investment project, 

a single-factor sensitivity analysis is used. The key concept 
of a sensitivity study is that the degree of variance of the 
main result-bringing parameters is compared to the 
variance of the model parameters (distribution of 
probabilities, variation ranges of some values, etc.). 
Sensitivity analysis is based upon sequential and 
incremental change of all parameters that can be controlled 
for risk: at each increment only one variable is changed by 
the forecasted %, which leads to recalculation of the 
efficiency parameter. When variables are changed, then all 
the key efficiency indicators of an investment project are 
recalculated: 

- net present value (NPV) 
- internal rate of return (IRR) 

- profitability index (PI) 
- payback time (PB). 
In sensitivity analysis, two main types of factors are usually 
singled out by their impact: value of receipts, cost value. In 
addition to that, we have to consider direct effect factors 
that impact the efficiency of investments: 

- inflation rate 
- sales volume in the market 
- company’s share in the market 
- growth potential and fluctuations of market demand 

for the company’s products 
- mercantile price and its trends 
- variable cost and its trends 
- fixed cost and its trends 
- necessary volume of investment 
- cost of attracted capital subject to its sources and 

formation conditions. 
In an emerging market the following factors have to be 

analyzed: 
- time factor 
- duration of manufacturing cycle 
- time needed for sale of finished products 
- time needed for receipt of funds from product sales 

(banking system efficiency, transport problems linked to 
payment by L/C, inter-enterprise arrears, sales terms: credit 
and leasing) 

- the contracted payment delay period 
- stock formation and management (reserve stock of 

finished products, reserve stock of raw materials and 
components, dynamically built production supplies) 

- capital formation conditions. 
Application of sensitivity assessment and the choice of 
variable components impacting the project's sustainability 
are defined individually for each project with regard to its 
specific nature. The method of quantitative risk assessment 
of an investment project described above allows us to study 
the behaviour of efficiency indicators of a project during its 
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risks’ analysis, when the number of possible values of the 
NPV is finite, but in practice there are unlimited number of 
scenarios resulting from the change of project risks that 
impact its profitability. Sensitivity analysis method has 
deficiencies of its own, however: difficulties with getting 
the adequate data providing a means of defining model 
parameters, impossibility to assess the uncertainty of future 
investment opportunities. This said we have to make a 
conclusion that this method is limited in its application to 
the assessment of investment project risks. 
The results of sensitivity assessment for an investment 
project reflect the degree of reliability of results obtained 
from risk analysis. If they are uncertain, then we have to 
carry out one of the following: 

- change the method of processing of initial data in 
order to reduce the results’ sensitivity; 

- change the mathematical model of project risk 
assessment; 

- refrain from doing quantitative assessment of project 
risks. 

 
2.2.6. Investment project sustainability method 
The situation we have examined when we need to choose 

a method for investment risk management gives grounds to 
suppose (and to prove it a little bit later) that there is no 
necessity to refrain from quantitative analysis, because we 
can use the method of investment project sustainability 
assessment, which is a further development of the 
sensitivity method (Nikolova, 2012). 

The sustainability method is based upon finding those 
risk-factor values of a project that bring the efficiency 
indicator to its critical limit. It is used as a tool for risk 
management. Let us take the net present value (NPV) as an 
efficiency indicator of an investment project. If NPV = 0, 
then the assessed values of benefits (incomes) and costs 
(expenses) are equal. Similarly, the profitability index (PI) 
= 1 if and only if the NPV = 0. The point where discounted 
flows of benefits and costs of a project are equal, similarly 
with the case when we find a sale volume with zero profit, 
can be called the discounted or integral "break-even point". 

This point has to be defined for different project 
indicators. It is found by the following formula: 

xi = { xi|NPV(x1, …, xi, …., xn) = 0}, 
with: 
x1 – any project parameter. 
The minimum number of parameters to be analyzed -- 3, 

the maximum is unlimited (at the discretion of the analyst). 
Let us choose, for instance, the indicators most 
significantly impacting an investment project's efficiency 
(on the basis of sensitivity analysis): 

income (inflow minus operating costs) –  R 
capital investment – cost of equipment –  СI1 
capital investment – cost of equipment installation – CI2. 

By the formula below let us calculate such values for 
these indicators when the project reaches its break-even 
point: 

NPV(ΔR %, ΔСI1%, ΔCI2 %) = –CI(ΔCI1 %, ΔCI2 %) 
+ PV(ΔR %) 

Let us denote ΔR %, ΔCI1 %, ΔCI2 % as q1, q2, q3, 
respectively. 

Sustainability zone for an investment project is a range 
of value sets: 

q1, q2, q3 (q1 ≤ 0, q2 ≥ 0, q3 ≥ 0), 
for which the following in equation is true: 
NPV(q1, q2, q3) ≥ 0 
Let us suppose that the relative variation of a flow is 

defined by the relative variation of each of its component. 
PV(q1) = q1 • PV 

CI (q2, q3) = q2 • CI1 + q3 • CI2 
here q1, q2, q3 are defined by the following formula: 
If q2, q3 = 0: NPV(q1*) = 0 → q1* = (CI / PV –1) • 
100. 
If q1, q3 = 0: NPV(q2*) = 0 → q2* = ((PV – CI2 – CI 
3) / CI 1 –1) • 100. 
If q1, q2 = 0: NPV(q3*) = 0 → q3* = ((PV – CI 1 – CI 
3) / CI 2 –1) • 100. 

Thus, the sustainability zone for an investment project is 
defined as a range of value sets of the q1, q2, q3 variables 
matching the following system of in equations: 

NPV(q1, q2, q3) ≥ 0, q1* ≤ q1 ≤ 0; 0 ≤ q2 ≤ q2*; 0 ≤ q3 
≤ q3*. 

While considering the three indicators impacting the 
efficiency of investment for which the NPV = 0, we’ll get 
the sustainability zone for an investment project as a 
pyramid with its base looking at us. 

Then we have to analyze how the variance of the 
discount rate influences the sustainability of an investment 
project. An increase in the discount rate leads to a situation 
where the critical point of the analysis will be IRR = E. If 
we carry on, then with IRR = E all the indicators will be 
close to 0 (how "close" depends upon the inflation rate for 
each of them). 

Similarly, we can consider finding four, five etc. 
threshold values for the parameters impacting the 
efficiency of an investment project. With the analysis 
algorithm described above there will be an irregular 
polygon at the base of the figure limiting the sustainability 
zone of an investment project. With more parameters taken 
into, the figure at the basis will be tending to a circle, while 
the figure limiting the sustainability zone of an investment 
project (with the internal discount rate less than the 
discount rate) will have the appearance of a one-sheet 
hyperboloid. 

Rounding off our review of quantitative methods for the 
assessment of the efficiency of investment projects in 
emerging markets in a risky environment, let us examine 
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now the multi-factor analysis or "scenario analysis" that 
crowns the approach presented by the author of the paper. 

 
2.2.7. Scenario analysis method 

Risk assessment during investment project 
implementation is carried out by the scenario analysis 
method, being multi-factorial in nature. By scenario 
analysis we can define how a simultaneous change of all 
the key variables of the project related to its cash flows will 
impact the project's efficiency rate. 

Its main advantage is that the parameter divergence is 
calculated with regard to their correlations. Minimum three 
scenarios has to be constructed as possible variants for risk 
assessment procedure: the pessimistic one, the optimistic 
one and the most probable one (realistic scenario). The 
main problem with this scenario-based approach is that we 
will have to build a model of the investment project and 
reveal correlations between a large numbers of variables. 

Limitations of the scenario method: 
- a need to carry out a serious qualitative study of the 

project model, i.e. to create several models each 
corresponding to a scenario and requiring time-consuming 
preparatory works in order to find and process the data; 

- to a large extent undetermined boundaries between 
scenarios. 

To do all this manually is a hard and tedious task. 
Today the software market offers a number of packages 

capable of doing both this type of analysis and all other 
ones described above. One of the most efficient and user-
friendly ones is the Project Expert, v. 7.16.(Nikolova, 
2012) To get your analysis results you put in the data on 
income and expenses, and at the output you have a 
comprehensive analysis of efficiency, investment 
sensitivity and of the most probable scenarios of 
investment process. 
 

III.CONCLUSION 
As a conclusion it seems worthwhile to describe several 

parameters of a company's activity that, to the author's 
mind, are most important and should always be taken into 
account during risk assessment procedure: 

1. Management quality is evaluated by the presence 
of a clearly cut organizational structure compliant with the 
modern managarial standards. Also evaluated is the 
presence (or absence) of redundancy/overlap in functions 
and human resources, duty instructions, etc. 

2. The size of a company is defined by comparing its 
assets with the assets of firms whose shares are listed at 
stock exchange. According to the Listing Regulations by 
the Russian Trade System (RTS), the net asset value of a 
company included in the First Level Quotation List must be 
minimum 30 millions of USD.  

3. Funding sources of a company are also examined 
to evaluate its dependency on loan capital (defined are the 

resilience, solvency ratio and working asset capacity), and 
also in order to assess the company's capability to fulfill its 
commitments (overall and immediate liquidity coefficients 
are used). 

4. Product/territorial diversification are defined by 
the degree to which the company's business covers 
different regions and the range of turnout products. 

5. Clientele diversification is the degree to which the 
company’s activity depends on several of its most 
important clients. 

6. The profitability index of a company is calculated 
using the following factors: return on investment capital, 
return on assets, return on sales. From the assessment point 
of view, the first of the three factors above is the most 
important one. 

7. Specific risks that may be significant for a 
company. 

The net asset value of a company on the Second Level 
Quotation List must be minimum 3 millions of USD. 

The approach towards methodology of target economical 
efficiency of an investment project suggested by the author 
of this paper allows for efficiently solving direct problems 
(like defining efficiency with given input parameters), and 
also for getting the desired economic efficiency in reversed 
problems while analyzing the sustainability zone for an 
investment project in emerging markets. 
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Initiatives for Diagnosis, Preparation and Management 
of Organizational Change 

 

Tihomir Georgiev1 
 

 
Abstract: Organizations are dynamic systems that 

continuously change and improve their activities in order to 
achieve sustainable development. They perform a variety of 
initiatives that aim to improve their competitiveness by 
changing the critical or inefficient business processes that do 
not add value to their development. This article is trying to 
highlight some key aspects in the selection of initiatives for 
diagnosis, development and management of organizational 
change.  

Index terms: change, diagnostics, preparation, management. 
 JEL: L22, M14  

 
 

I. INTRODUCTION  
 

The organizational change is a complex phenomenon 
that has become more important in the work of 
contemporary organizations, especially today in the 
knowledge-based economy (D. Stoyanova, 2013, pp. 252-
261). Managers need to quickly and adequately respond to 
a changing business environment and to adapt the 
companies that they manage to the turbulent market 
conditions. This is a difficult process that depends not only 
on the available resources, but also on other important 
factors - human capital, rational philosophy of 
organizational change, an appropriate model for its 
implementation, etc.  

 
 

II. INITIATIVES SELECTION 
PHILOSOPHY FOR ORGANIZATIONAL  

CHANGE  
 

In the literature dealing with this topic (I. Stoyanov, 
2012b), 2012, pp. 20-22) the authors describe three 
management philosophies organizational change – 
improving, redesign and reengineering. These are 
interdisciplinary in nature and concern different aspects of 
its implementation as (K. Anguelov, 2004, с. 52-71; I. 
Stoyanov, 2008, с. 27-66; I. Stoyanov, 2012b, pp. 20-22):  

The improvement of business processes refers to a 
change that does not go beyond the frames of the generally 
accepted standards for improving their efficiency.  

 
 
 
 
 
1 Tihomir Georgiev, is with the Lev Ins Company, Bulgaria  

The improvement of business processes does not require 
much effort for their optimization and does not lead to 
resistance on behalf of the staff. It stimulates the social 
activity of the people by combining them into a team. It 
also encourages the team decision making.  

The redesign of business processes is suggested and 
implemented as a project to enhance their efficiency. The 
result is directed to their corporate renewal. The aim is to 
adapt programs to renovate business processes 
(rationalization, modernization, reconstruction, 
transformation and more. It updates and renews the 
business processes in two ways - with little risk and low 
(to medium) indicators at the efficiency of their 
amendment/change.  

In the process of reengineering the existing 
organizational business processes are completely removed 
and are replaced by new ones. It helps break the old habits 
in the management of business processes. This activity is 
associated with a significant risk, corporate problems and 
staff resistance. Integrating reengineering in the business 
of the organization is a solid guarantee for increasing the 
efficiency of its operation. The aim is to create an 
appropriate basis for establishing priorities, to reduce the 
costs and to use all the resources in the most optimal way.  

These philosophies for the implementation of 
organizational change are tied to certain activities, such as 
(I. Stoyanov, 2012a, pp. 56-58):  

 
1. The Human Factor  

In the improvement and redesign there are everyday 
tasks for improving the indicators of economic activity. In 
Reengineering and business processes management (BPM) 
people play an essential role. The radical changes require 
reduction of staff which creates resistance. This leads to 
opposition between leaders and associates/counterparts. 
The latter are often convinced of the benefits of 
reengineering, different competencies that stress people 
are even required, they can also be urged them to act 
impulsively (or aggressive). In BPM is not a problem 
because they involve people with diverse and different 
skills (especially in the field of information and 
communication technologies).  

 
2. Organizational Culture  

It is a barometer for determining the values, the 
perceptions and roles of the human factor. BMP, 
improvement and redesign create the necessary culture of 
the process that does not require fundamental changes. 
Reengineering creates a process culture that requires a new 
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outlook on conducting business. It takes advanced rules 
for radical change in business processes - human behavior, 
way of thinking and acting.  

 
3. Business Processes  

In MBP software solutions are used. The object of the 
optimization could be the processes that are not 
interconnected, and run in different departments. What 
unites them is the information technology. In redesigning 
the problematic processes are explored. Those that do not 
add value are reported and noted. Then measures for 
improvement are taken. Reengineering covers the macro 
processes. The aim is through as-is analysis to determine 
which ones are critical for the sustainability of the 
organization. Mechanisms to dramatically increase 
efficiency are sought, they also aim at minimizing the 
costs and quicker return on investment. This can be done 
by eliminating the inefficient processes and the new to-be 
new business model is designed and implemented.  

 
4. Technology 

Most organizations are aiming at the processes. They 
are also technologically-oriented. This allows them to 
optimize their business processes and achieve global 
results. In BMP, people and technology have equal 
importance. Various software products for optimization of 
business processes are used. In the improvement and 
redesign, they are not binding and obligatory, but in 
Reengineering – their usage is often recommended. 

When organizational changes are made, it is essential 
that information should be structured according to the 
objectives of the performed activities.  The managers in 
the organization should receive accurate information about 
the nature of the changes. It is possible to use a number of 
information systems that optimize the information and 
communication processes that synthesize  the operating 
procedures in an automated process, so to utilize the 
resources rationally (K. Anguelov & I. Stoyanov, 2012, 
pp. 17-19).  

 
 

III. INITIATIVES TO DIAGNOSE THE 
STATE OF THE ORGANIZATION  

 
A variety of tools can be used to make a diagnostic 

analysis of the current state of the organization .Some 
traditional ones are related to questions and surveys, 
analysis of positions, presenting the structural components 
of the organization and others. The more important 
features in this area are as follows (J. Terborg, G. Howard 
& S. Maxwell, 1980, pp. 109-121; M. Hannan & J. 
Freeman, 1984, pp. 149-164; W. Orlikowski, 1996, pp. 63-
92):  

● Development of questions and polls  
One of the first initiatives to establish the current 

state of the organization is to diagnose and strictly assign 
the roles and functions of the staff which requires 
conducting a survey for managers, supervisors and 
workers. For this purpose, there are specific questions that 

cover the following areas (E. Dale, 1952, p. 135): name, 
department, division, title and position, supervisor (if any), 
rights, duties, responsibilities, etc.  

● Analysis of the positions in the organization  
The information form the survey is a good basis to 

analyze the positions within the organization and their 
specificity to be defined. Primary importance is given to 
the specifics of each position and its relationship with the 
other, i.e. the real interaction. Usually a job description 
covers information on the functions, the responsibilities 
and authority of the people in the structure, the level of 
competence and others. (G. Hall, 1956, p. 63).  

● Description of the organizational structure  
To define the specificity of the organizational 

structure, it is graphically presented by setting the basic 
functions and relations of power for a certain (researched) 
period. The analysis needs to be simple and the charts - 
clearly presented in order to avoid needless complicating 
of organizational activities and relationships. Usually the 
organizational structure is depicted vertically and shows 
the available hierarchy - from top to bottom.  

The analysis of the formal organizational system is the 
base that leaders of the organization use to diagnose 
weaknesses and critical moments (business processes) that 
should undergo some changes. Thus the deviations from 
pre-planned objectives can be corrected.  

 
 

IV. TRAINING INITIATIVES FOR 
ORGANIZATIONAL CHANGE  

 
Before taking any initiatives for applying the 

organizational change, it is necessary to diagnose the 
ability of the target which has been set. This includes 
several aspects, the most important of which are the 
following (J. English & A. Marchione, 1977, pp. 88-94; G. 
MacKechnie, 1978, pp. 22-37; M. Beer & A. Walton, 
1987, pp. 339-367):  

● Creating/Building a team for organizational 
change  

In order to be effective, the change is necessary to 
create a team that will participate in its implementation. 
Qualified personnel is selected. They should have 
experience and motivation to participate in the planned 
amendments. An appropriate structure is created and 
proposed by the team, with the result of which the roles 
are distributed between participants. The process depends 
on various factors such as the nature of the modification of 
the program type, the resources available, etc.  

● Define the scope and objectives of the 
organizational change  

To be effective, the change in the organization, the 
management should have preliminary indications of 
problem areas and priorities for its implementation. This 
requires to identify some key issues, the most important of 
which have the following meanings: how will be made the 
diagnostics on  the critical processes? who will be 
responsible for the analysis of these processes? what will 
be the recommendations for the selection of initiatives for 
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change? what effect is to be expected form the 
organizational change?  

● Generating information for carrying out  the real 
organizational change  

Once the scope and objectives of the change are set, the 
task of top management is to form a team that will 
generate the necessary information. The change must be 
based on reliable data, not on assumptions, that may 
mislead management to invest time and resources on 
unnecessary or useless initiatives. The collection of data is 
a difficult process because each organization is a dynamic 
system, constantly changing its position and status, which 
may vary in different levels - from low efficiency to high 
efficiency. Here, the data on the performance of the 
organization from past years benefits the analyzers, its 
current performance (profit, sales, etc.), available assets, 
number of staff, etc.  

● Evaluation of the resistance of staff against 
organizational change  

Resistance of the staff against organizational change is a 
dangerous phenomenon that must be diagnosed and 
evaluated. The levels in this respect can be grouped as 
follows ((I. Stoyanov, 2012, с. 82-111):  

a) According to the scope of the manifestation  
- individual, group, organizational.  
b) According to the perception of personality  
- constructive, inert, destructive.  
c) According to the technology used  
- negative, neutral, positive.  
d) According to the level of its manifestation 
- average, weak, strong.  
● Development of alternative plans for 

organizational change  
The effectiveness of the change management of the 

organization should have a backup plan in case of 
unforeseen and unpredicted circumstances. It is necessary 
to create alternative plans that reflect the main priorities of 
the planned amendments/changes. Even if there are gaps 
in the master plan, its modification will be easier and cost 
effective if key components of alternative plans are used.  

● Selecting the corresponding plan and 
organization for its implementation  

In implementing the change it is necessary to follow a 
plan that will best match the specific (problem) situation. 
The management of the organization must take into 
account the advantages and disadvantages of the plan, and 
if necessary - to modify its structure. This is a reasonable 
process because there are circumstances requiring changes 
in various aspects of the organization (structure, 
technology and systems).  

 
 

V. INITIATIVES FOR MANAGING THE 
ORGANIZATIONAL CHANGE 

 
Once you choose the option for change which will have 

a positive impact on the competitiveness of the 
organization, the management needs to take initiatives to 
manage it. This requires developing a program for the 

implementation of the change which generally comprises 
the following steps (P. Spencer & C. Sofer, 1964, pp. 26-
47; A. Martin & D. Hawver, 1979, pp. 22 - 25; E. 
Abrahamson, 2000, pp. 75-79; (D. Stoyanov, 2014, с. 289-
292):  

● Overcoming the conflicts and the interests of the 
staff  

The success of the change will largely depend on how 
the senior management of the organization has created an 
organizational climate for this purpose. This means to 
eliminate the contradictions between the parties 
(employees and managers) and to reduce the ambiguity of 
objectives and priorities for the planned changes.  

● Training strategy for staff training  
The change of activities and business processes in the 

organization will not be effective if it does not involve the 
training and preparation of the participants to perform their 
tasks. Training programs are created which cover a variety 
of initiatives to enhance the competence of the human 
factor in the sphere of the organizational change. Different 
methods, such as simulation in a real environment, job 
rotation, coaching, consulting and more are used.  

● Communication with the staff and motivation  
The management of the organization should 

communicate with the staff during the change. This 
process has two dimensions – at one hand- the managers 
get informed about the attitudes and behavior of the staff 
and on the other hand – they are informed about the other 
upcoming initiatives or difficulties that may arise (P. 
Grant, 1996, p. 4).A much larger effect is achieved when 
managers maintain an open dialogue with the people about 
the realities of the change and prospects for its 
implementation. Also a major factor in this respect is the 
motivation and stimulation (morally and financially) of 
personnel. 

● Implementation of the change  
The implementation of change is a process that requires 

a smooth transition from one state to another without 
impacting negatively on the current functioning of the 
organization. The role of the team is to improve (refine 
and make perfect) the critical activities for the 
organization and business processes, but this should not 
negatively affect the others. (those that are working 
effectively).  

● Feedback on results  
The managing staff of the organization must be sure that 

the implementation of the change will achieve the desired 
effect, i.e. will increase the efficiency of business. A 
monitoring is performed, which aims to establish how 
effective the results of the change have been. In case of 
positive indicators from the analysis of the results change, 
the change is considered successful.  

 
 

VI. CONCLUSION  
 

The effectiveness of the organizational change depends 
on various factors and initiatives that have a significant 
importance and influence for the outcome of its 
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application. This requires to make effective diagnosis and 
preparation , which are important fragments of the 
Sustainable Development Strategy. The change also 
requires effective management, which is a prerequisite for 
generating positive results from the efforts of people to the 
change critical activities and inefficient business 
processes. 
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Research of the Resistance of Personnel against 
Organizational Change 

 

Daniela Stoyanova1 
 

 
Abstract: Obviously one of the biggest problems of modern 

organizations is constantly react to changes in the business 
environment. To survive and to increase the efficiency of 
their operations, they must take a number of initiatives for 
the rational implementation of organizational change. The 
aim of this paper is to present the views of some writers on 
staff resistance against organizational change, the main 
reasons for the emergence and phases of personnel 
resistance.  

Index terms: organization, organization change, 
management.  

JEL: L22, M14, M16 
 
 

I. INTRODUCTION  
 

In the contemporary economic reality in the modern 
world the changes appear as a normal event of the process 
of organization. It can be “painful” and risky, but on the 
other hand it is a part of the development of the 
organization and it is essential and vital for its progress. 
That is why one of the basic management challenges of 
21st century is “the necessity of turning the organization 
into a leader/locomotive or engine of the changes” (P. 
Drucker, 2005, p.74). Some business organizations are 
doing perfectly well with this task. They have realized that 
the new rule is the change and that they should fully 
master it in order to keep and even expand their markets. 
Not all organizations have really appreciated the 
availability of the skill to be able change in compliance 
with the new business conditions and to be able to manage 
this process. That is why they need to undertake actions in 
dew time which should lead the organization to the desired 
positions and to keep the ones that the organization has 
already gained. 

 
 

 II. ANALYZING THE BASIC MODELS 
OF ORGANIZATIONAL CHANGE  

 
The key element in the contemporary business is 

technology. Most of the organizations are either process or 
planned oriented, and the high technologies (I. Stoyanov, 
2009, pp. 35-37; I. Stoyanov, 2012a, pp. 56-58) allow 
them to reach global results all over the world.  

 
 
1 Daniela Stoyanova, PhD student, is with the Faculty of 
Management, D. A. Tsenov of Economics – Svishtov, Bulgaria  

Knowing the basic models of the planned organizational 
changes is of great importance to overcome the clashes in 
the economic sphere. One of the basic 
understandings/theory for what is in fact the planned 
change is given by R. Pipper and K. Righter. They claim 
that “the planned economy is based on the existing 
concepts or the concepts that are coming into existence in 
the frame of the ongoing changes. It is manageable, all-
embracing and long-term oriented concept in practice.” (R. 
Pipper, K. Righter, 1993, pp. 50-51). 

In the 1950s K. Levin set forth the so-called” analysis of 
the forces of change (a.k.a. the Field theory), where he 
deals with two juxtapose forces that influence the 
organizational changes – those who stimulate them, and 
those who put limits to them. This approach is known as 
the classical model of K. Levin (I. Stoyanov, 2012b, pp. 
116-127; K. Lewin, 1997, pp. 212-230.) of the 
organizational changes and it consists of three steps  – two 
of them are metaphors - 1/”Melting”, 2/”Action” and 
3/”Freezing” 

The Americans R. Lipit, G. Watson and B. Westley (W. 
Burke, 2010, p. 167) come up with a model of the 
organizational change which consists of 7 steps, based on 
the Levin model. Unlike Levin’s model, they focus on the 
performers of the change (or the executors) rather than on 
the process (the methodology) of its existence. This can be 
seen in the different phases of the model: 

1. Diagnosing the critical (problem) situation 
2. Motivation for performing the change 
3. Involving people into it 
4. Choosing the desired item to be changed 
5. Assigning the roles to the participants in the process 

of change 
6. Information about the change itself –i.e. 

communication, coordination, feedback, etc. 
7. Execution / performance 

The resistance of the human factor against change and 
effectiveness on organizational processes is analyzed by 
many authors (M. Beer, R. Eisenhardt, B. Spector, 1990, 
pp. 158-166), especially in the last two decades. Human 
behavior can be a behavior of resistance, neutral or 
positive to the change. According to its effectiveness, 
difficulty may be created by resistance that is either overt 
(open) or covert (hidden). The first is related to the 
negative attitude of people to change. In this situation time 
management may deal with the problem and take steps to 
manage it. The covert (hidden) resistance is much more 
dangerous because it creates conditions for the momentum 
of change that reflects the organization in unexpected and 
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often inconvenient time. Neutral behavior is tentatively 
and hesitant due to which managers must use the available 
potential to persuade staff in the positive aspects of 
change. The positive reaction of people to it is an 
expression of their cooperation. 

When carrying out organizational change, the resistance 
of staff should not be overlooked. If any, is necessary to 
take different strategies to reduce resistance and the 
emerging conflicts (I. Stoyanov, 2012b, pp. 112-146; I. 
Stoyanov , 2013, pp. 10-13). This is done in order to avoid 
the negative trends in the adaptation of people to change.  

The reasons that cause resistance to change can be 
divided into three main groups of reasons (A. Angelov, 
1998, pp. 323-324): 

• Uncertainty; 
• A sense of loss; 
• The changes do not bring anything good. 

According to K. Kamenov (K. Kamenov, 1999, pp. 8-9) 
two main types of resistance to the human factor to the 
changes can be distinguished: 

 Objective resistance – an important corrective in 
the management of companies and organizations. It can be 
used as an alternative to adjusting the strategy for 
development of companies and organizations. 

 Subjective resistance – with insufficient 
preparation on behalf of the management subjective 
resistance can replace the need for the requested change to 
pseudo (false) changes that can distort the sustainability of 
processes and may eventually bring bankruptcy. 

Regardless of the type of change, people usually resist 
them. Control or elimination of resistance shown by the 
staff and the generated conflicts are not constant over time. 
There are three possible phases: (Fig. 1): 

 
1. Lack of resistance or not noticeable resistance;  
2. Increase of the resistance;  
3. Strong increase in the resistance. 

 
In implementing the change, the first phase of resistance 

is always latent period. This is the starting point for 
amending economic processes. The managers of the 
organization must carefully assess the situation, because in 
this case there is no resistance or it is not visible. At first 
glance, the situation is calm, but it is dangerous for the 
implementation of change. The reason is that people are 
not fully aware of its importance. The only thing that the 
senior management could make at this stage is to 
implement control activities. People need to be convinced 
of the benefits of the planned changes. If leaders fail to 
eliminate tension among staff, favorable conditions for the 
implementation of the changes are already visible. 
Otherwise stress is created, which depresses people. They 
begin to sabotage the changes, conflicts may arise that lead 
to problems in their implementation. 

As a result of this process there comes the second phase 
- to increase the resistance and ‘the bud’ of the conflict. 
The latter began to show the scope of the change and thus 
it causes doubts as to its effectiveness. Management 

should take precautions such as preventing the increase of 
the resistance of staff in due time. 

 
 

 
 

Fig. 1. Phases of the resistance on behalf of the staff / 
personnel 

 
 

It is possible, however, the measures taken by the 
management not to lead to/bring positive results. Then the 
conflict occurs in the actual, real shape. Thus arises the 
third phase where there is a strong increase of the 
resistance. This is critical for the implementation of 
minimum changes by making worse even the normal and 
common relations between people. This can be done at 
different levels - both between managers and employees 
and between staff within the team. Everyone starts to 
defend their own positions, ignoring the real part of the 
workflow – the real change. There is a high degree of 
resistance where everyone wants to lure the opponent to 
turn and reach the upper hand in the conflict. Nobody 
wants to make a compromise for the sake of the common 
goal. Leaders impose their ideas, seeking to implement 
reengineering to end. Collaborators are afraid of new 
priorities and changes in their work. 

For the normal flow of the changes that are planned, 
managers must take adequate measures to quell the 
conflict. Timely responses are needed to eliminate the 
resistance of the staff. It is important that the leaders create 
a sense of security in the personnel. The employers must 
be convinced of the useless nature of resistance and 
conflict itself. It is important to continue advocating for 
change. If leaders fail to ensure their smooth 
implementation and execution, i.e. to eliminate the 
increasing resistance, then the change is doomed to failure. 
Then it is absolutely impossible to realize and reach the 
objectives. Efforts were in vain, and the results are 
distorted processes, conflicts within the team, lack of 
confidence, stress and low organizational capacity. 
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III. PROBLEMS THAT MAY POSSIBLE 
OCCUR IN THE ORGANIZATION WHILE 

PERFORMING / EXECUTING THE CAHNGE 
 

The reasons for the coming into existence at the 
implementation and introducing the planned changes in 
the organization can have a different nature and origin. 
The conditions for their coming into existence are not only 
on psychological and social level, but also on management 
level. 

1.From a psychological point of view and level we 
can differentiate (I. Stoyanov, 2012b, pp. 116-126): a 
fear form losing the position/job, losing individual 
influence, reluctance for a change, negative 
experience for a previous change, disbelief in the 
success of the change and the team that is chosen to 
execute o perform it. 
2. The social level is often connected with lack of 
believe to the upper management, the negative 
attitude on behalf of the surrounding staff, arguments, 
intrigues, etc. 
3. The reasons for a certain problem to arise at 
implementation and introducing the planned changes 
on a management level are characterized with limited 
organizational recourses, wrong approach to the 
change, the improper timing, participation in the 
process of change, improper organizational structure, 
etc. 

The distress in the organizational environment can be set 
as a main reason for the occurrence of such problems. It 
does not have only psychological dimensions, but also an 
explicit management aspect of manifestation. 
 
 

IV. CONCLUSION 
 

If there is a problem at the implementation of the 
planned change into the organization, it is necessary that 
adequate and quick measures be taken on behalf of the 
upper managers and the leaders of the process. Knowing 
the basic models of the planned change can give the 
necessary knowledge and directions for the successful 
implementation of the change.  

As a result of this article, the audience was informed 
with the basic models of planned change, which are 
presented in the literature for special purposes, as well as 
the possible problems that may occur. 
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Methods, Techniques and Therapy Against the Stress 
of the Human Factor in Organization 

 
Ioanna Vancheva1 

 
 

Abstract: The Stress of the human factor in the organization 
is a problem which concerns the effective performance, the 
worsening social climate and disruption to people. Ignoring 
this problem depends on the initiative taken on behalf of the 
management to overcome the stressors of the environment 
and to create favorable conditions for the implementation of 
the labor process. In this article  attention is paid to some 
methods, techniques and therapy to limit the harmful effects 
of stress and its proper management.  

Index terms: organization, human factor, stress.  
JEL: I15; J24; M12, M54  

 
I. INTRODUCTION  

 
Stress is a complex phenomenon that can not be 

described unambiguously, as it depends on various factors 
and circumstances that may provoke negative reactions 
and behavior of the human factor inside the organization 
(Wilkinson, 2010; Rasheva, 2006; Stoyanov, 2011). 
However, in the literature, there were different definitions 
and characteristics of the stress concept - generally defined 
as "harmful human condition that arises under pressure of 
external influences (stressors). They may have different 
effects for the individual who must take adequate steps to 
protect himself from the harmful effects of the 
environment "(Stoyanov, 2013a, p. 25). That is why we 
need methods, techniques and therapies to protect people 
from the harmful effects of stressors in the organization 
are known In literature we have encountered different 
indicators for measuring occupational stress and the 
impact of stressors on the behavior of the human factor: 
role indicators, defining the limits of stress (work), related 
to the conflicts and the means to overcome them - 
negotiation and persuasion (W. Gmelch & B. Swent, 1984, 
pp. 192-205, S. Osipow & A. Spokane, 1984, pp. 67-87; I. 
Stoyanov, pp. 17-19).  

 
 
II. OVERCOMING THE STRESS OF THE 
 HUMAN FACTOR IN ORGANIZATION  

 
The harmful effects of stress can be ignored by applying 

various forms of psycho-behavioral and somatic effects on 
the individual. The western practice a lot of programs for 
reducing the occupational stress are used. In the literature 
and in practice there are a number of methods, techniques 

 
 
1 Ioanna Vancheva, is with the MI-MVR, Bankya, Bulgaria  

and therapies to reduce the harmful effects of stress, and 
here we are focusing  on only some of them (R. Kreitner & 
A. Kinicki, 1989, pp. 586-590; R. Payne & M. Donaghy, 
2010, pp. 33-202).  

 
1. Autogenic training  

It is also known under the name of muscle relaxation 
and is used from the beginning of the last century. The 
creator of this method is the German physician J. Schultz. 
The more frequent use of the method is due to the 
progressively increasing number of people who complain 
about the mobility(walking) problems associated with  
professions connected with physical activity (as opposed 
to hypokinesia).  

The tense mode of operation and staying in office for 
too long is a prerequisite for the occurrence of various 
diseases (hypertension, cardio - vascular problems, etc.), 
most of which affect the muscle system. The method aims 
at shaking down and the getting rid of the physiological or 
psychological stress in people during and after work. The 
principle which is to be applied is relatively simple, but it 
takes time to adapt.It requires habits for organization of 
the training and selection of an appropriate environment 
for self-relaxation. Like hypnosis,  an atmosphere of auto-
suggestion is created that makes one feel completely 
comfortable and carefree to surrounding processes. The 
effect tthrough which it is achieved is a delay of the 
respiratory activity of the body, muscle relaxation and 
concentration to positive (imaginary) moments and events.  

In order to be effective, the autogenic training needs an 
important right approach for its implementation and 
conduct. People are required to relax and take the 
appropriate posture/position for the occasion (mostly 
horizontally ). After that the negative thoughts are 
replaced with pre-memorized text that is repeated at 
regular intervals of time. The person himself has to instill 
those thoughts that he wants to hear or they'll make him 
feel better. It is desirable that this be done in a relaxed 
atmosphere, and under certain circumstances with 
appropriate music. Some people think that auto-training is 
a method that is applied on the basis of auto-suggestion 
and it is difficult to find a practical application. For the 
majority of the modern specialists in medicine and 
psychology, it is more of an inner self-regulation of the 
body, as there is a scientifically-based methodology. It is 
implied by the fact that sessions are formed by practical 
exercises that affect the condition of the body to achieve 
healthy outcomes and stable mental balance. Of course, 
auto-training will have a greater effect on individuals who 
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are highly motivated and believe in success. This requires 
an inner attitude of the person to combat the stressors and 
the presence of a positive imagination to achieve a 
harmonious state. In this regard,the autogenic training is 
helpful to eliminate the various disease states of the body. 
Among them is the alarming state that one can feel the 
nervous - emotional breakdowns and the phobic states – 
they all speak of the coming stress.  

 
2. Meditation  

Meditation is also known as training the mind and 
predisposes people to mental peace and harmony with 
their biological body (I. Kollak & I. Utz-Billing, 2011). 
Yoga as a form of meditation can also refer to this process. 
The term transcendental meditation is more often used. 
This method was created by M. Varma (better known as 
Mahesh Yogi). This kind of relaxation has the aim to 
predispose a personand help him dispose or get rid of the 
negative emotions that arise from the environment. In this 
way we can achieve balance in terms of physiology, 
psychology and spiritual possibilities. A considerable part 
of the medical staff considered yoga as a religion on the 
influence of the human body, but the followers of this 
method define it as antireligious and completely harmless, 
a method that many people with different religions and 
beliefs practice.  

This technique is similar to the previous one, since the 
stressors of the surrounding environment are eliminated by 
the relaxation of the human body. Based on the thought 
and contemplation in the depths of the human soul,it is 
often sought such positive responses to negative human 
tendencies (or situations). Meditation aims to establish 
control over the minds of individuals by helping him deal 
with the lack of concentration and ignore the impact of 
stressors. It is applied in practice, based on some simple 
rules (H. Benson & M. Klipper, 2000, pp. 12-14; M. 
Davis, E. Eshelman, & M. McKay, 2008, pp. 47-64).  
→ Select a setting for meditation. The situation in 

which the process will be carried out meditationis very 
important. It should not be noisy and there should be no 
objects that distract the individual (television and audio 
systems, computers and other devices). In some 
organizations they have designed special rooms where 
people can safely meditate during breaks at work or even 
when they are not at work. This further creates a sense of 
their commitment to the goals of the organization that 
cares about their health.  
→ Ignore the influence of the environment. In order for 

the meditation to be in tune with the personal perceptions 
of the man, he has to ignore the problems that engage his 
mind. The more concentrated in the situation the person is, 
the more rational the results will be. Otherwise one will 
not ignore the negative thoughts and the effects of 
meditation will be negative.  

The moral distress that affects the behavior of people in 
the organization is especially dangerous, because it  gets 
their consciousness and behavior out of balance. The 
process reflects on the value system of the managers and 
employees and affects mainly their moral judgment -  the 

dilemma for solving one situation or another.The moral 
disteres creates disharmony in the behavior of the 
individual and is associated with different effects - 
frustration, anxiety, anguish, guilt, etc. (Stoyanov, 2013b, 
p. 139-142).   
→ Taking a suitable position. To be able to get effective 

meditation one should take a comfortable position that will 
allow concentration. This makes it easier to achieve the 
desired synchronization between the disposition of mind 
and the relaxation of the body.  
→ Relaxation and imaginary desires. Meditation ends 

with the  relaxation of the human body that can continue in 
different intervals - from 10 to 20 minutes. The individual 
remains passive/inactive to the environment by shifting the 
focus to imaginary events and facts. They provide 
physiological and psychological comfort, since they 
change one’s attitudes towards stressors from the 
environment - in a positive aspect.  

Meditation is one of the most frequesntly used methods, 
which aim is to eliminate the harmful effects of stressors. 
No special efforts are required  and it can be applied at any 
time and and any place. One seeks to ignore the disturbing 
thoughts and to respond positively to stress.  

 
3. Gymnastics  

In its different versions, gymnastics is an especially 
useful remedy for overcoming the neuro-psychological 
problems and those that are caused by professional fatigue. 
Exercises create tone and refreshes the person as the body 
is charged with positive energy. With particular relevance 
and importance it is applied in rehabilitation procedures in 
stress situations, then we can define the following types 
(varieties) of Gymnastics.  
→ Respiratory gymnastics. This type of exercises can 

be used with faster (intense) or slower (reduced) rate, 
which will depend on what are the attitudes of people, and 
not the least- the symptomatic signs of the body stress. 
Regardless of the rate of breathing, it may be performed 
nasally, orally or ventrally. The breathing exercises for 
ignoring stress are part of the musculature of the 
individual and can be adjusted depending on what the 
purpose of relaxation program is. There are different 
techniques for even, rhythmic or deeper inhalation and 
exhalation that require  regular training and practice. They 
are applied in a series, with an amplitude of performance 
and fixed duration.  
→ Gymnastics for the muscle load. It is known as 

stretching and bodybuilding and can be applied according 
to the needs of the individual to cope with the symptoms 
of stress. Stretching warms-up the muscles of the body 
without using weights or  if it happens it is rarely 
(exercises are primarily through running, stretching, etc.). 
Stretching increases the elasticity of the muscles and 
optimizes them before or after weight training. The latter 
is characteristic of bodybuilding where the muscles are 
loaded significantly.  

For many people, the two types of gymnastics create a 
sense of satisfaction and inner harmony, which is a 
prerequisite for coping with stress. When a person is 

Volume VII Number 3 September 2014

28



spiritually satisfied, he can much easier activate  his 
potential to deal with the stressors from the environment. 
Here reasonably comes the maxim "A healthy mind in a 
healthy body".   

 
4. The Bio-feedback mechanism to diagnose 

stress.  
Stress in the human body can not only be detected by 

feel, the symptoms of stress are sometimes invisible for 
the others. People may have a relatively balanced reactions 
in their behavior and good appearance, but it does not 
mean that this person is healthy. By bio-feedback 
mechanism (R. Lazarus, 1975, pp. 553-561; G. Schwartz, 
1973, pp. 666-673; G. Everly & J. Lating, 2002, pp. 253-
268) this process is conducted in special rooms in the 
organization or in clinical settings. While authorized 
personnel (usually a team of doctors and psychologists) 
carries out the manipulations people can relax and think 
about things that create mental comfort in them. Based on 
signal indications (often acoustic or light reflective) the 
examination data reveal the problem areas in the body or 
the mental state of the person. This method of dealing with 
the stress is useful because it provides information for the 
people to react to the stressors of the environment. 
Sometimes the results are more general and do not fully 
reflect the correct state of health of the individual. They 
identify primarily the symptoms of the stress, which is a 
good reason to take measures for its elimination. 

Today, many organizations use and apply specific 
techniques to determine the symptoms that stress has 
inflicted on the human body. This is done by a machine 
called a quantum analyzer. It diagnoses the functional 
human condition (cardiovascular and cerebrovascular 
performance, gastrointestinal tract, etc.). This provides a 
feedback on what damage have occurred to the human 
body by the action of stressors (if any). Here, however, the 
information is delayed for a period of time, since it is 
necessary to be analyzed by specialists. Then, in person or 
by e-mail the conclusions of the review are sent. It is 
desirable that before taking the treatment, the data be 
diagnosed by several independent experts, which will 
ensure the objectivity of the results.  

Of course, you should not forget that social support is 
one of the most important aspects to overcome the 
occupational stress because it is associated with human 
relations. Social support is provided when people have 
troubles that do not fall within the above situations 
(illness, family drama, etc.). First is the question of the 
human attitude, then a professional attitude and treatment 
to the problem. This is a reaction of the human psyche to 
adapt in stressful situations with instrumental or emotional 
support from friends and colleagues (Stoyanov, 2013, pp. 
143-146).  

 
 

III. CONCLUSION  
 

Stress is a negative phenomenon for the human factor in 
the organization, and therefore it should be limited and 

effectively managed. This is a process that is related to the 
various initiatives to overcome the harmful effects of 
stressors on the environment. Different methods 
techniques and therapies are applied for this purpose,they 
have a positive effect on both psyche(soul) and human 
physiology(body). They are in the basis of its effectiveness 
in doing business services and organizational practices. 
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Abstract: A checklist for Kansei assessment of packages in 

food industry is created. It measures customer feelings while 
observing and using a food package. The checklist includes 
design elements like basic and complimentary colors, form, 
font, logo, size, image, structure of the package. It enables the 
allocation of emotive design-oriented problems and thus 
defining relevant package design recommendations. 
Significant improvement of emotional customer experience 
with the packages is expected after implementation of design 
recommendations. The advantages of the checklist are: (1) 
measuring of emotional responses of food package customers, 
(2) allocation of emotive problems, (3) defining of 
recommendations for Kansei design of food packages.  

Index Terms: Kansei engineering, food packages, 
assessment, checklist, emotive design. 

JEL: C83 
 
 

I. INTRODUCTION 
 

Emotions, feelings and impressions of a product are 
important for the decision of purchasing it or not. The 
design of attractive packages requires knowledge about the 
feelings and impressions the package evokes on the 
customer. Integrating of these affective aspects in package 
design requires the introduction of suitable methods into 
companies’ package design processes, which can capture 
and convert subjective and even unconscious feelings 
about a package into specific design elements (Desmet & 
Hekkert, 2002; Desmet, 2005; Garrett, 2010; Norman, 
2007).  
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A methodology supporting emotive design is Kansei 
Engineering (Nagamachi, 2002; Marco Almagro & Tort-
Martorell, 2012; Nagamachi, Tachikawa, Imanishi, 
Ishizawa, & Yano, 2008; Schütte, 2005). Kansei presents a 
collective semantic concept when someone gets the 
impression of a certain artifact from the environment or 
situation using his/her senses: sight, hearing, feeling, 
smell, taste, and their recognition. It translates consumer 
emotions, feelings and impressions into specific design 
elements of the product. Companies like Toyota, Volvo, 
Saab, and Scania in cooperation with the universities have 
successfully applied Kansei engineering methodology in 
their products (Nagamachi, 2008), (Chang, Chiung-Pei, & 
Min-Yuan, 2013; Lee, Harada, & Stappers, 2002).  

There is a lack of research on applying Kansei 
engineering for package design. In the area of package 
design there are few publications, e.g. dealing with class 
"soft" packages, with class "hard" packages and class 
"semi“ packages (Barnes, Childs, Henson, & Lillford, 
2008; Berger, 2002; Chiu & Ho, 2013; Huang & Guan, 
2009; Schütte, 2005; Schütte, 2013). 

The aim of this paper is to present a checklist measuring 
the emotional impact of food packages on the users and 
customers. It can identify and grasp those affective values 
and translate them into specific design solutions for food 
packages.  

 
II. CHECKLIST DESCRIPTION 

 
A checklist for Kansei assessment from customer 

viewpoint of packages for food industry for the class 
"semi", i.e. made of sheet material, such as cardboard, 
corrugated board, PVC (Berger, 2002; Barnes et al., 2008) 
is proposed.  

The steps for Kansei assessment of food packages are 
presented on Fig. 1. At step 1 the packages are assessed 
from visual viewpoint using Kansei word pairs (Kanamori, 
Imai, & Takeno, 2005). The customer estimates the values 
of package design elements according to his/her personal 
preferences/opinion at step 2. At step 3 the package is 
assessed after touching/using it. At step 4 an aggregated 
assessment of the packages is performed and relevant (if 
any) emotional user experience problems are allocated. 
During steps 1-3 the customers are not allowed to 
comment and discuss their emotions and feelings for 
avoiding distortion of individual perceptions, which are of 
key importance for reliable ratings. 
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A. Package Assessment 
At steps 1 and 3 emotional the user experience is assessed 

by Kansei word pairs (Kanamori et al., 2005), (cf. Fig. 2 and 
Fig. 4) using a five-point semantic differential scale, e.g. 
scale "Like 5-4-3-2-1  Dislike". The average numerical 
value (3) reflects the neutral user rating (cf. Fig. 3). 

On Fig. 2 the visual assessment of the package using 10 
Kansei word pairs is shown (S. T. W. Schütte, Eklund, 
Axelsson, & Nagamachi, 2004). On Fig. 3 is shown an 
example for visual Kansei assessment of food package 
illustrated by two Kansei word pairs “Fresh Cheese-Not 
Fresh Cheese” and “Like-Dislike” (Nagamachi, 2008). 

On Fig. 4 Kasei assessment by customer of food 
package after touching and using it is presented. The 
consumer gives his/her subjective ratings for 11 Kansei 
word pairs. On Fig. 5 an example how to use the checklist 
for assessing emotional user experience regarding two 
Kansei word pairs “Funny-Boring” and “Good design-Bad 
design” after using/touching the package is shown. 

 

Kansei 
assessment

index

3.  Kansei
words pair

4.  Kansei
words pair

5.  Kansei
words pair

6.  Kansei 
words pair

7.  Kansei
words pair

8.  Kansei
words pair

10. Kansei
words pair

2. Kansei  
words pair

1. Kansei  
words pair

9. Kansei
words pair

Fig. 2. Visual Kansei assessment 

 
Fig. 3. Example for Kansei assessment of visual emotional 

user experience using two Kansei words 

Touch/use design elements assessment

Touch/use Kansei assessment

Visual Kansei assessment

3

2

1

Summary assessment
4

Fig. 1. Steps of emotional user experience assessment of food packages 
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Kansei 
Touch/use 

assessment
index

4.  Kansei
words pair

5.  Kansei
words pair

6.  Kansei 
words pair

7.  Kansei
words pair

8.  Kansei
words pair

1. Kansei  
words pair

9. Kansei
words pair

11. Kansei
words pair

10. Kansei
words pair

3.  Kansei
words pair

2. Kansei  
words pair

Fig. 4. Touch/use Kansei assessment 

 

 
Fig. 5. Example for Kansei assessment of touch/use user 

experience using two Kansei words 
 

B. Package Design Elements 
At step 2 the user is giving his/her ratings (values) of 

package design elements (cf. Fig. 6 and Fig. 7). 23 design 
elements for food packages are determined like form, 
shapes, physical dimensions, fonts, surface, structure of 
the material concerning the graphical appearance of the 
package, etc. For each element its relevant values are 
defined.  

The values of the design element form (1) are: 1) 
rectangular (V1); 2) trapezoidal (V2); 3) polygonal (V3); 
4) cylindrical (V4) and 5) conical (V5) (cf. Fig. 2). The 
selection of these values is based on current reproduction 
technologies (Berger, 2002). 

The color palette (design elements 2-3) includes 
primary colors for the predominant color when its value 
exceeds 50% of total package surface and additional colors 
which typically are around or below 30% of the total 
package surface. 

Another visual and physical element determining the 
customer perception is the package size (design elements 
4-6) with the following three sub-categories: height, width 
and volume (Lesot, 2010).  

The design elements (7-21) are connected with graphic 
design characteristics: value of the image, image size, font, 
trading name, spelling of the brand name, size and 
location. They have a significant marketing importance by 
influencing consumer purchasing decision (Nagamachi et 
al., 2008; Schütte, 2013). 

Design 
elements 
assessment

1.Form

2. Prevalent color

3. Additional color

4. Package height

5. Package width

6. Package volume

7. Image value

8. Image size
V41

V37

V36

V34

V28

V31

V27

V1

V11

V30

V33

...

V40

V43

9. Font type of trade mark
V44

V45

V4

V5

V10

10. Font optical 
       value of trade mark V46

V48

11. Font physical 
       value of trade mark V49

V51

12. Writing option of trade 
mark V52

V54

13. Font type of subtitles V55

V56

14. Font optical value of 
subtitles

V57

V59

15. Font physical 
       value of subtitles

V60

V62

16. Body font type 
      of service texts

V63

V64

17. Optical value of body font 
       of service texts

V65

V67

18. Physical value of body font 
       of service texts

V68

V70

19. Size of trade mark
V71

V73

20. Size of brand logo
V74

V76

21. Location of trade mark logo
V77

V85

22. Surface type
V86

V88

23. Surface relief
V89

V91  
Fig. 6. Structure of design elements 
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The physical characteristics of the surface (22-23) of 
this type of packages are: matte, glossy or combination of 
the two, also embossed surface structure. They influence 
the overall quality of the package and hence the product. 
(Berger, 2002; Chia-Pei, 2010). 

 
 

 
Fig. 7. Example of design element image value (7) 

 
 
 

III. CONCLUSIONS 
 

A checklist for Kansei assessment of packages in 
food industry is developed. It integrates emotional, 
usability and technological design aspects with the aim of 
packages design. The checklist includes design elements 
like form, basic and complimentary colors, size, image, 
font, logo, structure of the package. It measures customer 
feelings while observing and using a food package. The 
checklist can be used for Kansei assessment and design of 
food industry packages based on data collected from 
customers while observing and using milk packages. Each 
participant is free to get up and carry close visual contact 
with each of the studied objects, to touch, catch, open and 
pour each food package. It enables the allocation of 
emotive design-oriented problems and thus defining 
relevant design recommendations. Significant 
improvement of the emotional user experience with food 
packages can be expected after implementation of design 
recommendations. The advantages of the checklist are: (1) 
measuring of emotional responses of package customers; 
(2) supporting allocation of Kansei-oriented problems and 
defining of recommendations for package redesign. The 
checklist supports applications of Kansei engineering in 
food package design. 
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Abstract: Domain name originated as a technical term which 
relevance increases because of the massive use of the global 
network. From a technical perspective, the domain name or 
DNS (Domain Name System) is a verbal indication which 
meets a digit combination in the network, the digit 
combination identifies the connected computers on Internet. 
There is a variety of definitions about this object of industrial 
property; this paper will stick to the two main ones - of 
ICANN and The law of Electronic Commerce. 

Key words: domain name, domain, industrial property, 
trademark 

JEL: M31  
 
 

Domain name originated as a technical term which 
relevance increases because of the massive use of the global 
network. Official documentation of the cited international 
organization refers to a specific name, expressed through 
symbols designed to identify the network of resources on 
Internet which location is in a network database. In § 1, 
item 6 of Law of Electronic Commerce we observe similar 
treatment, there is presented the only legal definition 
adopted from Bulgarian law about domain name, "alpha or 
alphanumeric identification of the electronic address, 
allowing the identification of resources, computer or group 
of computers on the Internet network using a standard 
Internet protocol for data transmission.» . 

Domain name is important, informal business identifier 
which legal regulation is not codified, but acting under the 
conditions of commercial custom. The practice requires it as 
a mandatory segment of e-commerce. The domain name is 
important for traders for many reasons, some of which are 
the size of the audience, the representative functions and its 
practical significance, which is measured in consumer and 
financial terms. The domain name is denotement without 
which the e-commerce is impracticable but as an object of 
industrial property, it is subject of causal situations. The 
case law is full of cases which subject is the conflict 
between domain name and trademark; internationally 
offending act and form of unfair competition – 
cybersquatting. By 2012, most of the known domain names 
are in Latin and those in Cyrillic are a new trend. The 
following article analysis the challenge in front of the 
traders to use domain name in Cyrillic, with its positive and 
negative trends. 

Domain name in Cyrillic is a new phenomenon that has 
yet to be legalized, legitimized in the business environment 
and will find both proponents and opponents. The challenge 
for its use as a business identifier is rooted not only in 
innovation, but also in some economic indicators. This 
analysis will be focus on the market within the Member 
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States of the European Union. For the purpose of objectivity 
and completeness of interpretation we consider that it is 
appropriate to introduce the functional importance of the 
domain name. 

The technical content and the performed functions in 
business practices are favoring domain name and define it 
as a symbol of the globalized world. Along with its 
personalized and differentiated functions, domain name 
leads to increased competitiveness or seen in negative light 
- unfair business practices. The last one indicates a broader 
customer segment and market power. The presence of the 
trader or trademark on the Internet through domain 
registration leads to expanding market segment of 
customers, but also increases the risk of unauthorized 
intrusions. The use of a trademark as requested domain 
name could be a way to do a pre-market research and a way 
informally the trademark to establish itself among 
consumers before completion of the registration procedure. 
Domain name is also used as a tool for competitive 
advantage, part of a strategy for long-term business success. 
The key function of the research object is the indicative 
function which directly corresponds to its technical 
specifications. Exactly this function is important for quick 
and easy access to the trader and / or trademark and the type 
of offered services. Legal registration of a trademark as a 
domain name would lead to a better positioning, 
respectively wide range of users. The popular domain is not 
only a means of advertising, but also virtual ad space, with 
the potential to attract advertisers and generate profit. 
Taking into account the availability of computer programs 
that are able to ignore banner ads, domain name is a real 
communication channel. There are already authors contend 
the thesis that PR is more powerful than advertising in the 
context of trademark (Pencheva, 2014). By analogy, the 
domain name is a communication channel that is able to 
replace advertising or it can be seen as Meta means of 
advertising (Ries, Al, Laura Ries, 2001). 

Taking into account the fact that Internet is defined as the 
most significant technological breakthrough in the 90s of 
XX century, it is inevitable that a big part of the business, 
the social relationships are brought in cyberspace. In 
relation to the specific topics - Domain name in Cyrillic and 
territorial limit - within the European Union, the following 
paper will focus only on countries using the Cyrillic 
alphabet on their territories. In order to make a comparison 
in global plan we will present some summary statistics.  

At present the number of potential users in the European 
Union is small, but the trend is increasing and it has 
correlation with the enlargement process of the EU. In 
connection with this feature using the domain name in 
Cyrillic is challenging and riskyi. In the long run, we believe 
that it would become profitable investment, considering the 
potential expansion of e-market and making analogy with 
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the so-called success strategy of "rebellious brand"ii, in our 
case we could call it "rebellious domain". Risk exists, but 
the domain name in Cyrillic has several major advantages: 
innovation; originality; diversity; it is a difficulty for 
cybersquatters of non-Slavic origin, and those who do not 
deal with the Cyrillic alphabet; easily memorized by the 
addressees-users, respectively it can be search and find 
faster through the global network; opportunity to minimize 
the unfair commercial practices; opportunity for creation of 
the so-called private brands.  Following the principle of 
divergence and creating a "rebellious domain" in Cyrillic, 
actually follows the laws of nature i.e. ensures sustainability 
and viability. In business the domain name in Cyrillic is 
analogous to the biological law of cell division that results 
in a reproduction. Universalism / convergent behavior 
would be routine choices which outcome is subject to 
reliable forecast and market stability, but their temporal 
boundaries are too short. We contend the thesis that 
sustainability is related to building long-term strategy, risk 
and creativity, which the domain name in Cyrillic has. 
Pursuing such a rebellious strategy and outright would 
position sustainably for both the domain name and the 
trademark which can be created. From the viewpoint of 
management, this is appropriate response to the change in 
the organization's environment, leading to high efficiency. 

Evidenced by the report of the Target group on 
assessment of progress in achieving Millennium 
Development Goals of the United Nations in 2013 - "The 
Global Partnership for Development:  The Challenge We 
Face", there has been considerable growth in the global 
number of subscriptions for access to cyberspace - from 220 
million in 2005 to 696 million at the end of 2013, i.e. three 
times moreiii. The rate of growth of Internet users in 
developing countries, which includes Bulgaria, is fast - 65% 
of all consumers globally are from these countries at the end 
of 2013, compared to 40% in 2005. Within the European 
Union, according to Eurostat by the end of 2013, 75% of the 
population uses Internet, and more than 70% looks for 
information about goods and services.1 Those statistics 
refers to and has a direct effect on another indicator - the 
share of e-commerce, respectively the audience of domain 
names. E-commerce of goods and services is preferred by 
61% of users throughout the European Union, noting the 
increase of 11% compared to 2008iv. Bulgaria occupies pre-
last place with 22% e-consuming, which is characterized as 
slow pace of trade. Comparing the data for e-commerce of 
households having access to the global network in our 
country in 2013, the households were 54%, it can be said 
that almost half of them are e-users, which in a local aspect 
is a positive growth trend of e-commerce, respectively 
growth of audience domain namesv. 

Exactly the technical function, which is performed by the 
domain name, introduces the domain name to consumers. E-
commerce, e-government develops and implements its other 
features, which make it an undisputed leader of the virtual 
environment. The above theses reason its role as a new 

                                                 
1 http://epp.eurostat.ec.europa.eu/statistics_explained/ 
index.php/Internet_use_statistics_-_individuals 

industrial property, competing the traditional objects, and 
compared to some of them it reaches collisional relations. 
Undoubtedly, it has been found that the share of e-
commerce is growing at a rapid pace, which accelerates in 
terms of the domain names. Surely the Cyrillic alphabet in 
electronic format is a challenge that has its positive sides 
advocated in the present text as a strategic plan for the 
business sector. Business identifiers in Cyrillic also suffer 
from drawbacks such as the rapid spread of negative 
information, unfair competition, which catalysts are the 
missing legislation and collision domain name-trademark. 
The analysis so far indicates more perspectives from which, 
we believe, can benefit traders familiar with the Cyrillic 
alphabet, in particular Bulgarian entrepreneurs. Traders 
familiar with the Cyrillic alphabet can be able to provide 
themselves positioning of e-market within the European 
Union and among significant number of users beyond. 
Exactly this is another advantage of domain name in 
Cyrillic. 

In twenty-first century the domain name is undoubtedly a 
compulsory element of online and offline strategies, means 
of development of e-marketing and foundation of e-
business. Considering the presence of competing scripts - 
Cyrillic and Latin, respectively the presence of users who 
use them, the establishment of a new type of domain names 
- new gTLD in Cyrillic, is a matter of time. Certainly due to 
them the scale of the electronic environment will be 
expanded, management efficiency will be increased and 
added economic value will be generated. The direct 
economic effects will lead indirectly to an important 
culturological effect - preservation of cultural identities, 
recognition of the Cyrillic alphabet as a script of the future 
and its establishment as a business script. 
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A Conceptual Agenda for Agile Management  
Roumiana Y. Ilieva 1, Violeta Goleshevska 2 

 
 

 
Abstract The main purpose of the paper is to identify: 

firstly, the main shortages in the companies in their agile 
management and secondly, the key marketing and 
management competencies needed for its transference. The 
research is conducted through elaborate overview analysis of 
the achievements in this agile area. On the bases of the 
analysis suggestions for improvements are proposed: on the 
one hand, in the development of a conceptual agenda for 
agile management and on the other hand, application actions 
of Bulgarian companies in order to approbate it for agility 
evaluation of managerial abilities.  

Keywords - agile management; agile actuators; agile 
enablers; agile capabilities 

JEL: M11, M15 
 
 

I. INTRODUCTION 
 
Today, in order to make your business competitive and 

flourishing, it is not enough to rely on one‘s bright mind, 
intuition or luck. Modern enterprises are complex 
multipurpose systems, which need managerial innovation. 
Their managers are required to have in mind a conceptual 
agenda for assessment of their agility. Essential element in 
this framework are the innovations in the Information and 
Communication Technologies (ICT). Although each 
enterprise is unique in its financial and economic 
activities; there are a number of problems common to all 
enterprises. These include the material and financial 
resources, procurement, marketing and much more. One 
possible solution to these problems is the implementation 
and use of Enterprises Information System which have 
been rapidly developing in recent years. These systems 
also provide managers with complete and timely 
information for management decisions and ensure 
effective data exchange with business partners. 

Dramatic changes in the business environment are 
leading organizations to quickly adopt towards new agile 
manufacturing models. The business context moves away 
from the traditional mass production paradigm and 
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focuses on manufacturing highly customized products 
demanded from the consumers. In order to thrive in this 
turbulent environment companies are increasingly focused 
on their core competences, building strategic coalitions 
with corresponding partners to satisfy the overall needs of 
a personalized project. The agility is main instrument to 
cope with the increasing uncertainty and competition in 
the market place. In this paper, we present an initial 
approach to contemporary agile organizations - essential 
for further case studies in Bulgarian organizational 
structures.  

Subject of this study is the agile management of modern 
organizational structures, operating in a context 
characterized by continuous and unpredictable change. 
Object of the report is the business framework in which 
this happens. 

The aim of the paper is to derive a conceptual agenda 
for agile management in order to achieve an appropriate 
structure for further evaluation and performance 
measurement of its agility. We claim that the technological 
transfer is extremely important for intensifying the agility, 
competitiveness and business results for innovation 
management of modern organizational structures. The 
necessities for high level of agility set correspondingly 
elevated requirements for the adaptability of the separate 
units in the value chain. Thus an agile organization 
conceptual agenda has been drawn up. It evaluates the 
capacity of the enterprise to absorb new technologies and 
to respond to the rapidly changes in customer demands.  

This paper is divided into three main parts. First part 
thoroughly analyzes a wide range of topical issues from 
the world practice on the conceptualization, modelling and 
evaluation of the agile management of modern 
organizational structures, operating in a continuous and 
unpredictable change. Second part stands for the 
conceptual model. Third part discusses and summarizes 
the conclusions seeking to present some suggestions for 
the future development in this area. It identifies trends in 
the AM, and asks whether some of them could substitute 
for or modify the presently predominant concepts with a 
more flexible principle exempting certain types of 
contemporary organizations. 
 

 
II. AGILE MANAGEMENT STATE-OF-THE-ART 

AND TRENDS 
 

This study focuses on what are called agile 
management (AM). According to (AgileCube) agile 
management or agile project management is an iterative 
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and incremental method of managing the design and build 
activities for engineering, information technology, and 
new product or service development projects in a highly 
flexible and interactive manner, for example agile software 
development. Our opinion is that this widely disseminated 
meaning is a very narrow understanding of the AM. 
Although there is no generally accepted definition of AM, 
there seems to be wide consensus on constitutive elements 
in the above mentioned narrow consideration (Attarça). In 
an attempt to broaden this comprehension in an expanded 
view of all managerial affairs uncovering better ways of 
management we tried to rework the Agile Manifesto 
principles (Agile Manifesto) in the following summarized 
sense: 

 Customer satisfaction is the highest priority.  
 Changing requirements are welcome, even late in 

development or management. Agile processes harness 
change for the customer's competitive advantage.  

 Agile Team working together daily in self-
organizing teams in face-to-face conversations, around 
motivated individuals in a shorter timescale. Business 
people and  

 Agile processes promote sustainable development 
with continuous attention to technical excellence, 
simplicity and effectiveness.  

This critical situation has forced firms to review their 
competitive priorities, triggering a transition process in 
which they are abounding traditional manufacturing 
models in favours of new organizational forms, new 
management practices and new strategies at all levels 
(Bartezzaghi).  

A transformation has been observed in conventional 
manufacturing models which are leading to a new 
production concept linked to agility. The movement 
towards a new agility-based hypothesis, the term ‘agile 
organization’ has arisen and is increasingly utilized in 
literature on operations management and business 
administration to mean a model of flexible organization, 
capability of rapidly adapting to changes in the 
environment and setting a variety of products on the 
market to satisfy the requirements of increasing demand 
and well-informed customers (Kidd; Goldman, Nagel and 
Preiss; Gunasekaran, 1999; Sharifi and Zhang; Gunasekaran, 
Tirtiroglu and Wolstencroft, 2002).  

This emerging concept, the philosophy that considers a 
new strategic positioning in organization and requires a 
global view of the firm (Dimkov), breaks with the 
guidelines of the traditional mass production model and 
setting special emphasis on the proactive adaptation in 
order to change (Yusuf Sahardi and Gunasekaran). It 
highlights the development of dynamic capabilities, the 
strategic utilization of modern technologies, the 
integration of strategies and operations, customer 
satisfaction, through new forms of inter-firm cooperation 
and knowledge management (Gunasekaran)  

 
 
 

According to (Kidd), agile manufacturing is based on 
three basic resources:  

 an innovative management organization and 
structure,  

 a worker’s base consisting of highly trained, 
motivated and empowered people and  

 advanced, flexible and intelligent technologies.  
Agility is obtained by integrating these three resources 

in an interdependent and coordinated system. According to 
(Goldman Nagelm and Preiss), agility is a global response to 
changes imposed by a new business environment 
dominated by a set of forces that attempt to break with 
mass production systems and are characterized by change 
and uncertainty.  

These authors have identified four dimensions or initial 
elements of agile manufacturing:  

 enriching the customer,  
 co-operation in order to enhance competitiveness,  
 mastering change and uncertainty and  
 leveraging the impact of people and information.  

For each of these dimensions, they set a list of 
characteristics of the agile firm that have been considered 
by many authors as the starting point in their business on 
agility. Despite the fact that agility has been defined in 
different ways and from different perspectives and fields 
of knowledge, a common element to all the definitions is 
removing from mass production. Sheridan (Sheridan) 
argues that agility implies breaking with the modules of 
mass production in order to manufacture more customized 
products at the time and location which are required by 
consumer’s demand. 
 
 

III. A CONCEPTUAL AGENDA FOR AGILE 
MANAGEMENT 

 
The conceptual agenda on which the research is 

structured is based on a significant theoretical background. 
It is explored on the relationship among factors which are 
important in creation of a research subject and making 
experimental hypothesis. An analytical model is a kind of 
model made for exploited variables from the theoretical 
framework. 

According to the overview 26 agile enabler factors, 
eight agile driver factors and nine agile capability factors 
are compiled and recognised. On this basis a conceptual 
agenda for AM derived from the overview is shown in 
Figure 2. We use combination of nested target diagram 
and several up-arrow callouts to visualize the relationships 
between the different influating factors over the agile 
management of the organization. It is used to show 
containment relationships. Each of the first three lines of 
Level 1 text corresponds to the upper left text in the 
shapes, and Level 2 text corresponds to the smaller shapes. 
The conceptual agenda for AM consists of five main 
components. 
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Figure 1. Conceptual Agenda for Agile Management 

AM Actuators: 
 Change in 

market  
 Change in 

technology 
 Change in 

intensity of 
competition 

 Change in 
customer 
requirements 

 Change in social 
factors 

 

AM Enablers 
 Organisational Structure  
 Virtual Organisation 
 IT Integration & 

Interoperability 
 Organisational culture 
 Leadership 
 Supply chain 
 Progressive Design 

Technology 
 Progressive Manufacturing 

Technology 
 Team Working 
 Empowerment & 

Improvement 
 Motivation System 
 Performance Management  

 

AM Abilities and 
skills 

 Leadership 
 Social receptivity  
 Critical thinking 
 Strategic thinking 
 Decision-making  
 Organizational 

skills 
 Negotiation Skills / 

Communication 
Skills  

 Coordination skills  
 Active listening  

 

Volume VII Number 3 September 2014

38



Initial are the agility actuators which change the 
business environment, driving the company to a new 
position in running its business searching for a competitive 
advantage. Next are the agility enablers that intend the 
indispensable headlines of abilities which provide the 
required strength for responding to changes. Third are the 
abilities of an agile organisation which provides the means 
by which the so-called capabilities could be achieved and 
are supposed to be required from four major areas 
(flexibility, responsibility, competency and speed). 
Finally, the agile organisations are the fourth part 
concerned with enriching customer interaction by 
providing ‘added value’ which requires the organisation to 
assume a solution-based approach to satisfy individual 
customers’ desires. On this basis a methodology should be 
developed to provide the managerial organisation with a 
reasonable device for better understanding the overall 
concept of agility, determining the agility requirements, 
assessing their current position, and determining the agile 
capabilities. 

The external business environment as the source of 
turbulence and change enforces pressures on the business 
activities of the company. These uncertainties, unpredicted 
changes, and pressures urge contemporary organisations to 
move towards proper ways that could lead them to a stable 
position and protect them from losing their competitive 
advantage. These are called, as mentioned earlier, agility 
actuators. These actuators could vary from one company 
to another and from one situation to another, and therefore 
the way they affect a company could vary as well. 

 
 
 

IV. CONCLUSIONS 
 
From the conducted overview it can be seen that most 

of the authors has treated the problem of AM only in the 
narrow sense. Thus appears the necessity of creating a 
methodology for evaluating agility of managerial affairs 
and innovations. The methods differ in their approach to 
evaluate the agile organization and management. They are 
seeking to present some suggestions for the future 
development in this area. They identify trends in the AM, 
and ask whether some of them could substitute for or 
modify the presently predominant concepts with a more 
flexible principle exempting certain types of contemporary 
organizations.  

The idea of the conceptual model is that management 
should be continually improved regardless of outstanding 
results. Scientists must constantly search better and better 
ways to save nature; improve management, production and 
life. However, focus should be on finding new and 
innovative technologies not only on improving already 
existing ones. In every sphere there is a possible growth or 
improvement area of stability that after being reached 
cannot be further developed. This means that totally 
different new approach should be considered in order to 
change the overall view. 

 

 
ACKNOWLEDGEMENTS 

 
The research, described in this paper, was carried out 

within the framework of R&D Project in support of PhD 
student (session 2014), contract № 142PD0069-15. 

 
 

REFERENCES 
 

AgileCube: Agile Development, http://www.agilecube.com/ 
Agile Manifesto, http://agilemanifesto.org/ 
Attarça M., Institutional entrepreneurship: an innovative 

practice of management serving business strategy, 
LAREQUOI. 

Bartezzaghi, E., 1999. The evolution of production models: is a 
new paradigm emerging? International Journal of Operations 
and Production Management, 19 (2), 229–250. 

Benev, B., 1996, Management of innovations, С.  
Dimkov, S. V. (1999) Modulizirane product - a basic 

prerequisite for switch to a personalized mass production. 
Scientific Session RU '99. 

Goldman S L, Nagel R N and Preiss K.,1996, Agile Competitors 
and Virtual Organizations: Strategies for Enriching the 
Customer. Van Nostrand Reinhold, London. 

Gunasekaran A 3. (1998) Agile Manufacturing: Enablers and an 
Implementation Framework. International Journal of 
Production Research 36: 1223-1247. 

Gunasekaran, A. and Yusuf, Y., 2002. Agile manufacturing: a 
taxonomy of strategic and technological imperatives. 
International Journal of Production Research, 40 (6), 1357–
1385. 

Gunasekaran, A., 1999. Design and implementation of agile 
manufacturing system. IJOPE, 62, 1–6. 

Gunasekaran, A., Tirtiroglu, E., and Wolstencroft, V., 2002. An 
investigation into the application of agile manufacturing in 
an aerospace company. Technovation, 22 (7), 405–415. 

Kidd P T. (1994) Agile Manufacturing. Forging New Frontiers. 
Addison-Wesley series in Manufacturing Systems. 

Sharifi, H. and Zhang, Z., 1999. A methodology for achieving 
agility in manufacturing organisations: an introduction. 
International Journal of Production Economics, 62 (1), 7–22. 
Paris. 

Sheridan, J.H., 1993. Agile manufacturing: stepping beyond lean 
production. Industry Week, 242 (8), 30–46. 

Yusuf, Y.Y., Sahardi, M., and Gunasekaran, A., 1999. Agile 
manufacturing: the drivers, Concepts and attributes. 
International Journal of Production Economics, 62, 33–43. 

 

KSI Transactions on KNOWLEDGE SOCIETY

39



Possibilities for Managing the Business Processes in 
the Context of Manufuture 2020 

 

Snejana Veselinova1 
 

 
Abstract: In the business process of the organization there 

are requirements and priorities that are important in the 
production of goods and services. The effective management 
of business processes and implementation of new 
manufacturing technologies are the prerequisites for 
economic competitiveness and high performance. In the 
European Union there is a variety of programs and platforms 
for increased economic growth and financial stability of the 
Eurozone. Manufuture 2020 is a program that supports and 
promotes the development of technology, innovations and 
human capital in the business processes of the organization.  

Index terms: organization, business processes management.  
JEL: L22, M14, M16  

 
 

I. INTRODUCTION  
 

The business development shows that the organizations 
implement functional or process orientation. The first one 
is concentrated to the stereotype of scientific management 
and administrative management for which are the typical 
the hierarchical structures and the implementation of 
fragmented functions (Anguelov, Stoyanov, 2012, с. 28-
37). The process orientation is a modern trend in the 
management of organizations and includes a set of 
interconnected business processes that take place in the 
value chain. That is why process organizational structures 
are designed with flexible staff, they have a greater 
freedom to act and perform and a minimum level of 
control.  

In the recent years there has been great interest in the 
process business of the organizations, which has various 
forms. Since the end of the last century, the organizations 
use different concepts for modifying or BPM. Depending 
on the effect that is expected from them they implement 
improvement, redesign, re-engineering and 
interdisciplinary approach towards business process 
management (Anguelov, 2004, с. 24-33; I. Stoyanov (b), 
2012, pp. 20-22; I. Stoyanov (c), 2012, pp. 56-58; R. 
Archer & P. Bowker, 1995, pp. 28-46).  
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II. MANAGING THE BUSINESS PROCESSES  
 

The basic idea of the platform Manufuture 2020 
(extremely topical for the Bulgarian business) is to 
transform the business process of the companies from 
cheap labor and automation to production with added 
value for the customer. New business trends are associated 
with complex, overall requirements that reflect the policy 
and strategy of the organizations (Stoyanov, 2014, с. 15-
32, 81-188). The latter must seek knowledge and 
innovations that increase the efficiency of their business. 
The knowledge economy requires investment in the 
human capital, which is the basis of high technology 
(Stoyanov, 2009, с. 66-83) and global changes in business 
environment.  

To accelerate the effect of the improvement of the 
business,the organizations must adhere to the program 
(vision) of Manufuture 2020 that identifies various 
indicators of adaptation to the environment. They are 
divided into two groups - guidelines and goals to achieve 
the business process in the organization.  

The transformation of the industry is a priority objective 
of Manufuture 2020. This is done in different ways, 
affecting the business process of organizations.  The 
Objectives to improve business processes are key 
mechanisms to add value for customers. That is 
whypeople are looking for for reserves (still not utilized 
and not implemented resourses) to optimize scientific and 
technical activities.   

The Guidelines that affect the business process of the 
organization under the Manufuture 2020 have the 
following meanings:  

● Competitiveness Enhancing the competitiveness 
of the organizations is a symbiosis of factors that are 
connected with research, high technology and their 
application in industry.  

● Rapid technological innovation The 
organizations should implement cutting-edge industrial 
technologies that reduce the business cycle and the cost of 
doing business.  

● Eco balance Sustainable development of 
organizations covers the rational use of natural resources 
and environmental protection.  

● Social-economic environment Today's modern 
organizations must aim at a certain balance between the 
production of products and services and the impact of 
social processes in the workplace.  

● Planning /Regulations The organizations 
operate under certain statutory rights and responsibilities 
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as defined by the legislation of the country or regulations 
imposed by unions (in the industry), social regulations, 
market regulations and more.  

● Value and public assessment The organizational 
effectiveness is evaluated b they consumers who are the 
most important criteria for the value of goods and 
services.Its production must be beneficial to the society.  

The objectives that affect the business process of 
the organization under the Manufuture 2020 have the 
following meanings:  

1. New products and services  
The Production activities of today's organizations must 

cover innovative business processes and new technologies. 
They allow the creation of products and services that 
benefit the consumer. Now customers pay for goods that 
satisfy them with quality, good price and are provided in a 
convenient time and place.   

2. Production based on innovations  
Today the business is dynamic, and organizations 

constantly need to be in line with the requirements of the 
customers. Research and development are essential 
prerequisites for competitiveness. This process requires 
potential for innovation and organizations are focused on 
the following areas:   

• New business models.  
The future organization will be virtual, because we have 

recent advances in information and communication 
technologies.The Enterprises improve their business 
breakthrough approaches to business process management. 
Some of them are related to the orientation process 
management - reengineering, supply chain management, 
six sigma, TQM, business process management, etc. 
(Anguelov, Stoyanov, 2012, с. 43-97).  

• Industrial Engineering Perspective.  
Recent trends in the development of products and 

services with added value for the customer/client  make 
their ways through automation and robotization of most 
manufacturing processes. Now  the industrial engineering 
is applied through new technologies for process control. 
The business processes are merged into one production 
entrepreneurial process that covers the entire value chain, 
from the design to the recycling of the product (B. Spector, 
1999, pp. 97-98). The main objective is to reduce the cost 
of business operations, to improve the quality of goods 
(services) and to raise the technical and economic 
efficiency.   

• New production knowledge and technologies.  
Even if you implement advanced technologies for 

management and monitoring of business processes, the 
work will not be effective if it does not focus on the 
human factor in the organization. It is the most important 
element in the strategy for business process management, 
and knowledge is a guarantee for success. The 
organization is a socio-technical system, combining 
intelligence, engineering and technology (Stoyanov, 2014, 
с. 16-29). On the one hand, man creates intelligent 
technological solutions for managing industrial processes, 
but  on the other we need skilled, educated specialists to 
serve them and maintain them. Engineers and managers 

work with large amounts of information, and through 
smart technological systems, they have access to different 
levels of the organization (E. Melan, 1989, pp. 395-406).   

3. Innovative Research  
To be able to face the current challenges in the business, 

organizations should base their activities (production) of a 
system of knowledge that reflect research and 
development policies. A strategy for the transformation of 
scientific knowledge into practice and applied research is 
needed, and hence it may generate optimal financial and 
economic indicators. This process can not be realized 
without the necessary infrastructure and training. In the 
first case it comes to building an IT base to automate 
business processes. In the second case there should be 
educational programs for preparation of highly qualified 
specialists .They should develop the so-called know-how 
of the organization (M. Hammer, 2010, pp. 3-16).  

The recent modern trends in the business processes of 
the organization are associated with different requirements 
that characterize the way to increase competitiveness. 
Their adaptation to the manufacturing business will 
depend on initiatives, resources and the competencies of 
the firms. In order to successfully apply the project 
management business processes it must be taken into 
account the existence of some critical factors and 
characteristics, the main of which are as follows (M. Zairi, 
1997, pp. 64-80; P. Trkman, 2010, pp. 125-134; R. 
Burlton, 2011, pp. 1-6; SH. Lee, JH. Lee & HJ. Jeon, 
2012, pp. 189-214, I. Stoyanov (a), 2014, pp. 357-362).   

● In the modern management the functional 
barriers with a focus on business processes of the 
organization are ignored.The individual operations are 
replaced by holistic processes that form the value that the 
customer is willing to pay for the product or service. The 
value chain shows where potential problems for the 
organization are and creates adequate conditions for the 
customers to be satisfied with their choice of goods and 
services.  

● The Ggood goal-setting and the choice of an 
appropriate strategy guarantee adequate management of 
business processes. Without regulated plan and a good 
idea for their optimization there will not be effective 
results.The principles and  the requirements for the 
realization of  the project are being developed. A team is 
formed to meet the criteria for the performance of the 
tasks, the indicators for success are also investigated and 
surveyed and the phases of the optimization process are 
regulated.  

● Many of the organizations develop small and 
agile project for management the business processes. This 
approach has advantages in the modern business which is 
very dynamic. That is why the organizations should seek 
immediate effect in the main indicators of economic 
activity - cost, quality and time.  

● To achieve the best results from business process 
management ,motivation of managers and staff  is needed . 
People need to understand not only the meaning (idea) for 
the change of business processes, but the reasons to 
participate in such a project. They must be convinced of 
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the priorities and the effects of its application. Every man 
understands the benefits of the project and what the 
chances of professional career are. Furthermore, the best 
motivation is a prerequisite for the elimination of the 
expected resistance.  

●The project for management of the business 
processes can not be carried out without the external 
consultants.The formation of an internal team is not a 
sufficient condition for effective optimization of business 
processes. They can express their position and opinion on 
the specific requirements of the process, but so to such 
great extent on the methodology for their 
amendment/change.The effective determination of the 
latter is the duty of external experts.  

● In order to be successful  the project for 
management of business processes mentoring and training 
should be implemented. They have a different effect of 
administration according to the purposes and nature of the 
processes. For senior managers mentoring is a better 
option because it is a means of conveying personal 
experience of one person (mentor) to another (a manager 
who is being trained). They both grow and develop in the 
same professional area where the mentor shares the 
knowledge that is gained from theory and practice with the 
student. The training is suitable for a large group of people 
who are taught by an instructor or an expert in the planned 
program to enhance or improve their competencies.   

● Good communication between managers and 
staff is a prerequisite for success when managers inform 
people for their their intentions or goals. They must be 
clear in their speeches, to enable team members to 
accurately understand their messages. This is a basic rule 
in the execution of projects for business process 
management, because reliable data are the basis for their 
optimization. Despite the use of information and 
communication technologies, this work must be done 
personally by the project leader and his deputies.The effect 
will be greater because of the authority of the head, and 
there will be no dilution of the information. This is an 
excellent reason to ignore the uncontrolled rumors and to 
set a clear framework of key priorities.  

● The delegation of power to the people in the team 
and the friendly atmosphere are a good basis for 
modification of business processes. To be involved with 
the project objectives for the management of business 
processes, people must be free to express their ideas and 
opinions. This stimulates their innovation potential and 
desire for show the best of their skills. Trust and mutual 
aid is a factor that strengthens the relationship between 
people and makes them sympathetic and willing to give to 
the idea of optimization of business processes.  

● The managers and their team must make 
management decisions for the optimization of business 
processes based on reliable information and good 
preparation.A reliable tool for this purpose is the 
availability of information technology and systems that 
provide access to information in real time. The 
applications of the systems can be used to support the 
decision making under uncertainty and risk.  

● The success in project management of business 
processes depends on how effectively the information 
technology will be used. They are a factor for the project, 
but they are not the only prerequisite. To be eligible for the 
job, it is important to identify the systems that are 
necessary for the optimization of business processes and 
their price. This will depend upon the diagnosis of the 
process and the choice of software for their maintenance. 
The processes can be analyzed first and then  information 
technology can be integrated and not vice versa.  

Due to the complexity of the project management of 
business processes, more substantial errors that might be 
made are listed in : (J. Jeston & J. Nelis, 2008, pp. 12-19; 
P. Trkman, 2010, pp. 125-134; A . del Rio & D. 
Soluciones, 2012; T. Brown, 2004, pp. 40-43).  

● As paradoxical as it may sound, many managers 
and their teams do not realize the true meaning of projects 
for management business processes. When they don’t have 
a clear vision of the nature of the process, they cannot take 
the necessary strategies for their optimization. Then 
investment in any project for management processes of the 
organization are meaningless. It does not make sense to 
generate resources and time changes that, in fact, would 
not take place.  

● It is surprising that some organizations 
implement projects for management business processes 
because they are a fashion trend in corporate management. 
With such way of thinking and unreasonable decisions 
superiors create major problems in the development of 
businesses. The fact that the competitive companies use 
programs for optimization of business processes and that 
the companies have available resources or budget 
spending does not mean that the investment should be 
chaotic.That is why they hire external consultants who 
assess and estimate the need and willingness of the 
organization to implement projects for business process 
management.  

● The lack of appropriate vision, strategy and plans 
for the management of business processes, creates  
difficulties in their amendment. When people have no idea 
about the methodology of work, deviations are possible 
between set goals and achieve results. 

● Underestimation of the resources for the 
execution of the project for management of business 
processes can have fatal consequences for the 
organization. If none are provided, the project is doomed 
to failure. There are many managers who do not pay 
serious attention to this fact. They often think that forming 
a suitable and proper team to trigger the project and forget 
about its funding and the importance of information 
technology.  

● Most of the projects for managment of business 
processes end in failure due to lack of competencies for 
their implementation on behalf of the manager. This calls 
to define the basic requirements to be met by the managers 
and staff before taking any initiatives to change business 
processes. It is necessary to allocate the responsibility to 
identify and define the performers, the roles and tasks 
which will be carried out.   
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● Top management often tries to run large projects 
for major business process management by defining large 
various processes for change. Usually this is wrong 
(especially when it is first implementation) because the 
presence of large amounts of processes leads to significant 
resources that the company does not have, and shifts the 
focus from the actual process. Moreover, some of these 
processes are complex and difficult to change and create 
difficulties for the teams of designers.  

● In business process management, managers must 
inspire courage and support the efforts of the team. 
Otherwise, gaps in work methods and technology change 
process are possible. This will reflect the organizational 
performance and behavior of people who will not 
cooperate with initiatives to optimize business processes.   

● The dissatisfaction of the people of their status in 
the organization or role that they have wanted in the 
project for management business processes can lead to 
resistance.It is a dangerous phenomenon, which has 
negative consequences for people's participation in the 
project to optimize inefficient processes. .That is why the 
intervention on behalf of the management is crucial - to 
eliminate the resistance or at least to reduce it to 
acceptable (tolerable) level.  

● When the training of people in the project 
management of business processes is not enough or it is 
missing, the chances of success are limited. The 
management and the team should have a solid background 
in the various areas of management and information 
technology. You can not expect effective results if  
knowledge and opportunities for optimization of business 
processes are not available.  

● Another problem is the choice of inappropriate 
business processes or methodology for their amendment. 
These activities are interrelated, and the error in any of 
them leads to negative results. It is necessary to identify 
the processes that add the least value, then to be optimized 
according to accepted criteria. If the methodology to 
change the business processes is not consistent with the 
objectives of the project, it is doomed to failure. The same 
applies with respect to their erroneous and wrongly 
applied automation.  

● Some errors in the management of business 
processes arise from the belief of managers and  the 
software specialists that it is just a matter of modern 
information and communication technologies. Ignoring the 
organization and management processes can be 
detrimental or even fatal for their change. The computer 
technologies may support change processes, but the main 
part in their design is due to the human factor and the 
management mechanisms.The projects for management 
business processes are for amending them, and not the 
information technology – they simply support this process 
to be effective.  

 
III. CONCLUSION  

No matter what conceptual framework is applied in the 
organizations today, the emphasis is placed on the 
business process. It is a set of related operations that 

happen on a horizontal approach – from the input to the 
output of the system. Different requirements for new 
strategies for business process management can  be 
identified and outlined. Some of them are set in different 
programs and platforms aiming at an increasing economic 
growth and financial stability of the Eurozone, such as 
Manufuture 2020. It is focused on the contemporary 
aspects of technological development,the innovations and 
the human capital in the business process of industrial 
organizations. 

 
REFERENCE 

Anguelov, K. (2004), Reengineering. Tehniceski Universitet – 
Sofia, pp. 24-33). 

Anguelov, K. Stoyanov, I. (2012), Procesna orientacia v 
upravlenieto. Biblioteka “Nauchno znanie”, kn. № 3, Izdanie 
na Institut Obstestwo na znanieto”, Sofia. 

Stoyanov, I. (2014), Management Policy. Biblioteka “Nauchno 
znanie”, № 3, Issue 10, pp. 15-32, 81-188. 

Stoyanov, I. (2009), High Technology Enterprises in Modern 
Economy. East-West Publishing, pp. 66-83) 

Archer, R., Bowker, P. (1995), Business process reengineering 
consulting: An evaluation of the methods employed. // 
Business Process Reengineering and Management Journal, 
Vol.1, pp. 28-46. 

Brown, T. (2004), The road to business process management. // 
Business Integration Journal, Vol.12, pp. 40-43. 

Burlton, R. (2011), BPM critical success factors: Lessons 
learned from successful BPM organizations. // BPTrends, 
October, pp. 1-6. 

Hammer, M. (2010), What is business process management? 
pp.3-16. In book J. Vom Brocke, M. Rosemann, Handbook 
on Business Process Management: Introductions, Methods 
and Information Systems. Springer.  

Jeston, J., Nelis, J. (2008), Business Process Management: 
Practical Guidelines to Successful Implementations, 2-nd 
Edition. Routledge Publishing, pp. 12-19. 

Lee, S-H., Lee, J-H., Jeon, H-J. (2012), Critical success factors 
for business process implementation: A multiple case study. // 
The Journal of Society for e-Business Studies, pp. 189-214. 

Melan, E. (1989), Process management: A unifying frameworks. 
// National Productivity Review, Vol.8, pp.395-406. 

Rio, A. del, Soluciones, D. (2012), The real problem of BPM. // 
Business Process management Leader, February, 15,. 

Spector, B. (1999), The horizontal organization: What the 
organization of the future actually looks like and how it 
delivers value to customer. // Academy of Management 
Executive, Vol.13, pp.97-98. 

Stoyanov, I (2014а). Characteristic features in management of 
the business processes of the organization. // International 
Conference on Strategic Management, Bor, Serbia, 23-25 
May, pp. 357-362.  

Stoyanov, I (2012b), Philosophies for managing organizational 
change – comparative analysis. // KSI Transactions on 
Knowledge Society. Vol. V, pp. 20-22.   

Stoyanov, I (2012c). Characteristic features and peculiarities of 
some interdisciplinary conceptions of organizational change. 
Transaction on KSI, Vol. V, pp. 56-58. 

Trkman, P. (2010), The critical success factors for business 
process management. // International Journal of Information 
management, Vol. 30, pp. 125-134. 

Zairi, M. (1997), Business process management: A boundaryless 
approach to modern competitiveness. // Business Process 
Management Journal, Vol.3, pp.64-80. 

KSI Transactions on KNOWLEDGE SOCIETY

43



Integration of QFD and Benchmarking in 
Reengineering of Business Processes in the 

organization 
Gergina Tosheva1 

 
 

Abstract: The application of QFD in business process 
reengineering is a factor for their effective redesign. The 
information obtained by examining the needs of the 
customers, stakeholders and those interested specifies the 
priorities for reengineering. QFD is a guarantee of adequate 
corporate culture oriented towards corporate change of the 
business processes. The conceptual foundations of QFD are 
important for establishing the priorities of reengineering, 
structuring the requirements and the initiatives in the choice 
of a strategy for its rational implementation.  

Index terms: QFD, reengineering, business process 
management.  

JEL: M12, M29, D11 
 

I. INTRODUCTION  
 

Customers are the most important factor for the 
existence and development of any organization. In the 
countries with well-developed social market economy 
model, the user/customer takes a central place. Through 
the income and  theautonomy of the choice that is made, 
they may purchase goods or require services, depending 
on their own preferences and financial capabilities. The 
customers’ personal choice creates a framework for the 
functioning of the business and the economic actors. And 
they, in turn, seek to profit by satisfying their 
requirements. In this respect, the following guidelines 
should be taken into account (I. Stoyanov, 2010, pp. 68-
70):  

- Customers should be offered high quality products and 
services;   

- Customers always come first;  
- Clients should receive quality and timely service;  
- The organization must quickly adapt in case of 

customer requirements and more.  
In reengineering, business the processes must be created 

according to the level of consumer demand for the 
product. In this situation, the influence is made bya 
number of activities such as:  

- The balance between the demand for the product and 
its price;  

- Determining the impact of the prices of other goods;  
- Determining the solvency of consumers; (if they can 

afford to buy a certain type of product) 
- Determining the seasonality of the product, etc..  
Consumer demand, modeling and business process 

management depends on the product life cycle.  
 

1 Gergina Tosheva, is with the D & D Consulting Group, 
Bulgaria 

With the introduction of innovative forms of business it 
is necessary to design completely new processes. 
Furthermore, the organization needs to solve a number of 
issues related to insufficient demand for the product, its 
growth,its formation or rebuilding. Integrating QFD and 
benchmarking in business process reengineering is a tool 
for differentiation of user requirements, these of the 
stakeholders and minimizing the risk radical amendments 
and changes.  
 

II. CHARACTERISTICS OF QFD AND 
BENCHMARKING IN BUSINESS PROCESS 

REENGINEERING 
 

The value that is created in the transformation of input 
resources into finished products and services also affects 
the modeling and management of business processes. 
Since the latter are a chain of activities they form different 
(in their specifications) transitional units. Collectively, 
they form a workflow circulating between processes.  

In terms of effective management, it is necessary to 
establish the appropriate organizational relationships. This 
is done in order to structure the types of activities that add 
value for the customer. For this purpose, however,  the 
type, the sequence and the location of work must be 
considered. The peculiarities of the various processes are 
taken into consideration since it is necessary to designate 
(identify) their identity in the context of the supply chain 
organization (I. Stoyanov, 2014, pp. 357-362). 

Today, the mdern organizations need to consider the 
impact that customers and stakeholders have. Compared to 
the implemented reengineering and the application of 
QFD, this process is reflected in two ways. First, the 
organization needs to determine who are its customers and 
partners, and secondly, to establish their expectations in 
this regard. It can be seen that this is a complex process 
that requires to comply with certain rules and regulations 
for its effective implementation. Above all, there is a need 
to answer the question what is the ratio between the 
desired (expected) and achieved (received) results 
(indicators) from the implementation of reengineering 
concept and QFD? The answer depends on what strategies 
the organization will apply in the implementation process 
reengineering. It is therefore essential to establish the 
requirements of the end/final users of the relevant 
processes and those of stakeholders and the parties 
interested. Ultimately, this will allow the organization to 
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properly define the mission,the goals and guidelines for 
reengineering (I. Stoyanov, 2010, pp. 68-70).  

The application of QFD in reengineering aims to 
identify the needs of customers and stakeholders, their 
adequate requirements and expectations on reengineered 
business processes (S. Mizuno, 1994; R. Camp, 1995). In 
this respect it is necessary to build a comprehensive 
strategy for structuring the priorities that will carry out this 
activity. The basic idea is to integrate all the resources of 
the organization so as to achieve the desired effect in terms 
of the diagnostic stage of the deployment of QFD. 
Business processes should be ranged upon individual 
priorities - structure (supply chain), level of requirements, 
level of importance and  the relevant documentation for 
this purpose (K. Anguelov, I. Stoyanov & A.A 
Mihartescu, 2009, pp. 82-85; K. Anguelov & I. Stoyanov, 
2012, pp. 8-27).  

Moreover, the conceptual ideology of QFD and 
Reengineering require the use of a team approach to 
solving major problems, respectively, before and during 
the radical change process (R. Camp, 1995). This is 
important for the staff to understand that Reengineering 
requires a new corporate culture towards changes in the 
organization and those in the surrounding business 
environment and therefore new approaches to modeling 
and control of business operations. As a result of this 
fact,the customers and stakeholders are an essential 
element of the company's strategy and thinking of 
satisfying their needs is the first time in the 
implementation phase reengineering. That is why 
adaptation of QFD projects for reengineering business 
processes is crucial to the diagnosis of their needs. This is 
the reason why the teamwork supports the efforts of the 
staff for the rational implementation of this process (S. 
Mizuno, 1994; R. Camp, 1995; G. Doumeingts, 1997). To 
realize it and use it in practice, however,it is necessary that 
self-awareness and confidence to all employees in the 
organization is at hand.  

It is important to have synchronization between the 
individual performers and every one of them to adopt the 
rule that one must do well their work in order to achieve 
maximum effect in determining the needs and wants of the 
customers and partners.  

Proceeding from this position,it should be noted that 
QFD is a concept that aims to plan and structure the 
activities and processes starting from design and finishing 
with the sale of products (services) so as to achieve the 
appropriate balance in the diagnosis and implementation 
of customers’ and partners’ requirements. The application 
of QFD in business process reengineering in the industrial 
undertaking covers eight main stages. They are the 
following (S. Coding, 1998; R. Reider, 2000):  

• planning of marketing;   
• planning the development of the production;   
• planning of technological preparation of production;  
• planning of logistics;  
• planning of management production;  
• planning the quality control  and testing of the 

production;  

• planning the packaging, storage and shipment of the 
products;  

• planning of maintenance after the sale of the 
production.  

For each of these stages preliminary studies are made, 
there are also consultations on how to implement their 
rational conduct and optimal satisfaction of the needs and 
expectations of customers and stakeholders.  

In fact, in the literature on the topic, there is a special 
methodology for implementing QFD, which also reflects 
the main aspects of the concept. Sticking to the specific 
name (home of quality) and its founders, it should be 
noted that it covers some specific areas that are reflected in 
the following aspects (Y. Akao, 2004):  

1.QFD is a concept that applies equally to the 
production and trade organizations, without limitation of 
their size and activity; 

2.QFD is a concept that encompasses all aspects of 
business;  

3.QFD is a concept that is oriented to consumer (and 
those of stakeholders and parties interested) requirements; 

4.QFD is a concept that ensures the effective 
implementation of the requirements of customers and 
partners;  

5.QFD is a concept in which essential meaning is given 
not to the technical characteristics of the product, but to 
the means of satisfying consumer requirements and those 
of stakeholders in determining the preferences for their 
design;  

6.QFD is a concept which regulates the quality of the 
products and services performed and therefore it creates 
responsibility in the minds of all employees;  

7.QFD is a concept that requires a team approach in 
diagnosing the customer needs, those of stakeholders and 
the parties interested in it. 

In the literature it is possible to distinguish a number of 
approaches and current recommendations for effective 
approbation of QFD in business practice of modern 
organizations (L. Sullivan, 1987). In reengineering of the 
business processes, they can have a different configuration 
depending on the complexity of their redesign. According 
to the experience of the leading world corporations, some 
of them can be structured in the following sequence (K. 
Anguelov, I. Stoyanov & AA Mihartescu, 2009, pp. 82-85; 
I. Stoyanov, 2010, pp. 68-70):  

- Documentation and description of the needs of 
customers,stakeholders, and parties interested;  

- Categorization of the needs of customers, stakeholders 
and the parties interested 

- A comparative analysis of the needs of customers, 
stakeholders, and the parties interested;  

- Determining the needs of customers,stakeholders, and 
parties interested on the design of technical and 
technological characteristics of products;  

- Measurement of technical and technological 
characteristics in determining the needs of 
customers,stakeholders, and parties interested;  

- Creating a matrix of interdependency in analyzing the 
needs of customers, stakeholders, and parties interested;  
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- Creating a matrix of correlations in the analysis of the 
needs of customers,stakeholders, and parties interested;  

- Analysis of the usefulness of the needs of  
thecustomers,stakeholders, and parties interested. 

These lines and directions actually form a part of the 
structure of QFD. In this sense, their rational 
implementation is essential for achieving optimal results in 
the redesign of business processes within and outside the 
organization. In a situation when  re-engineeringis applied, 
they are a key indicator for choosing an option of its 
enterprise application (K. Anguelov, 2004, pp. 169-192). 
From this perspective, the documentation and description 
of the needs of customers and the stakeholders is applied 
when it is necessary in a written form to set the priorities 
specifying their wishes.  

In the specialized type of literature this stage is known 
as "the voice of  the users and partners." In general, it is 
easy to implement since it involves the description of the 
most important requirements that should be in a few 
sentences without using technical terms and concepts. The 
attention here is focused on the psychological aspects and 
to the expectations and ideas of the customers (and 
stakeholders) for desired products or services offered. 
Asking questions (survey) and the description of 
information (requirements) is achieved through the use of 
various techniques, interviews, surveys and more. (K. 
Anguelov, I. Stoyanov & AA Mihartescu, 2009, pp. 82-
85).  

A number of organizations are willing to equate this 
third stage of integrating QFD with the use of 
benchmarking in the organization. In this respect they 
define them as incoming benchmarking processes. Of 
course between these stages and the sequence of execution 
of benchmarking as a concept, we  can identify a number 
of things in common and in this sense it is somewhat true. 
But here we have to bring some further clarification that 
these stages are directly related to the application of QFD 
in the organization (and in particular in terms of 
reengineering) and solve only certain, well-defined 
problems.  

Benchmarking has a more general use in reengineering 
business processes. In this respect the different authors 
propose different methods for its implementation covering 
several phases: (G. Watson, 1993; G. Doumeingts, 1997; 
R. Reider, 2000). 

 • planning;  
 • analysis;  
 • assessment;  
 • training;  
 • implementation.  
The process of Planning aims to define the objectives 

and strategies for the comparison. In this sense, through its 
application the processes are  pre-fixed and standardized. 
So the main goal here is to accumulate/collect information 
which is inherent to the process and to take further action 
for their diagnosis.  

The Analysis is a stage through which the organization 
seeks to establish processes that do not add to the users’ 
and stakeholders’ value. 

The Assessment applies when it is necessary to take 
specific management solutions for the optimization of 
business processes through reengineering.  

The Preparation is a stage which helps to complete the 
activity before administration of and application of the re-
engineering concept.  

The Implementation is the stage that provides the 
effective redesign of processes. 

 
 

III. CONCLUSION  
 

Benchmarking is a methodology that is consistent and 
compatible and you can find specific practical application 
not only in QFD, but also in the radical change in business 
processes. On the other hand, it can be used for their 
comparison not only before deployments of reengineering, 
but also after its implementation. In this case, however, 
information is accumulated on how the organization 
operates under the new working conditions and what 
strategies can be applied, if any adjustments are necessary. 
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