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ABSTRACT 

Organizational crises can be prevented and managed if the risk factors, symptoms, and causes of their 

occurrence are known. The factors of the financial crisis are external and internal. Symptoms appear in 

the financial and economic indicators, and their trends reflect the functioning and development of the 

organization. They are just an external manifestation of the beginning of a crisis situation, but the reasons 

for its occurrence lead to the crisis itself. The development of the events under the "risk - causes - crisis 

situation - unwanted consequences" is a logical process of realization of the potential danger of a crisis. 

The subject of the study is the factors, the symptoms and the occurrence of crises in the organizations. 

The aim of the study is to justify the relation management of organizational crises and the reasons for 

their occurrence. 

Methods of research: questionnaire, the study of the relations management of organizational crises and 

the reasons for their occurrence, analysis of the results, conclusions. 

Scope of the survey: The survey was conducted in 2018. It included five companies from the construction 

sector in Veliko Tarnovo. 

Results: The results show that the main factors for crisis occurring, in the first place, according to the 

surveyed companies, are the organizational faults and in the second place is the technical fault. Their 

views on the barriers to the more efficient management of organizational crises are united. As such, they 

indicate mainly the limited budget. 
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INTRODUCTION 

Organizational crises can be prevented and 

managed if the risk factors, symptoms, and 

causes of their occurrence are known. 
 

Much of the risk factors and conditions in the 

organization are anthropogenic. These are all 

processes, phenomena and conditions resulting 

from the creative or destructive human activity 

in nature, macro and microsphere, in the 

individual enterprise and beyond. (1) 
 

According to G. Georgiev (2), the financial 

and accounting analysis reveals and measures 

the impact of the factors that contributed to the 

final results with a view to revealing the 

reserves, making more use of resources and 

increasing economic efficiency. 

_______________________________ 
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Yordanova, PhD, Department of Economic 

management, Faculty of Economics, "St. Cyril and 

St. Methodius" University of Veliko Tarnovo, 
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Tarnovo 5000), yordanova_didka@abv.bg 

The cost-effectiveness assessment can be 

integrated into a generic accounting analysis 

model using different cost-effectiveness 

techniques: cost-effectiveness, cost-utility and 

cost-benefit. Such a model allows to 

characterize different aspects of the 

organization's activity and could be built on the 

example of a particular organization in the 

public or private sector. (3) 
 

Good knowledge management leads to the 

anticipation of crisis factors and the 

development of targeted policies. The factors 

of the financial crisis are external and internal. 

The following factors are related to the 

external ones: 

- general economic downturn in national 

income, growth in inflation, slowing payment 

turnover, unstable tax system, lowering the real 

income of the population, rising 

unemployment, etc.; 

- market - reduction of capacity in the domestic 

market, strengthening of the monopoly, 

significant reduction of demand, reduction of 
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the active stock market, volatile currencies, 

high interest rates on credit resources, 

insufficient market information, etc. 

Internal factors include: 

- Operational - inefficient marketing and 

structure of running costs, low level of 

utilization and large wear and tear of fixed 

assets, insufficient variety of product range and 

inefficient production management; 

- Investments –an  ineffective portfolio of 

shares or bonds, significant excess of 

investment resources, non-fulfillment of the 

planned volume of profits, inefficient 

investment management; 

- financial - inefficient strategies and asset 

structure, a high share of borrowed capital, 

growth of receivables, and inefficient financial 

management. 
 

Symptoms appear in the financial and 

economic indicators, and their trends reflect 

the functioning and development of the 

organization. Tesa is only an external 

manifestation of the beginning of a crisis 

situation, but the reasons for its occurrence 

lead to the crisis itself. Symptoms of crisis may 

be the first signs of negative trends, the 

sustainability of these trends, business 

conflicts, the development of financial 

problems, and other factors. 
 

There is a relation between the risks and causes 

of the crisis situations: the risk is a 

consequence of a certain cause, which in turn 

is a consequence of another cause, and so on. 

The development of events under the "risk - 

causes - crisis situation - unwanted 

consequences" scheme is a logical process of 

realization of the potential danger of a crisis 

and of real damages (consequences). (4) 
 

Crises should be evaluated not only for the 

symptoms but also for their causes - whether 

external or internal. External causes of crises 

occur outside an organization (state of the 

economy, state of the industry to which the 

organization belongs). The internal ones are 

those in the organization itself (leadership 

incompetence, slowing down the organization, 

uncompetitive market position, personnel 

management problems, expensive production, 

neglect of the financial function, inefficient 

information system, etc.). (5, 6, 7) 
 

These reasons should be treated as helpful 

tools in the organization's analysis. They 

recognize that each organization, along with its 

processes, products, history, and employees, is 

a kind of system and should therefore be 

studied as such. 
 

Although external causes play a key role in 

crises, in many cases they occur within the 

organization itself. Internal causes can be 

successfully eliminated by internal 

adjustments. 
 

In the scientific literature, there are no few 

reasons leading to organizational crises. 

According to M. Paunov (8), some of the most 

common causes of organizational stress are 

related to ignoring the adverse effects on profit 

due to overly aggressive attempts to gain 

market share. 
 

P. Mayer (9) classifies the reasons for: 

conjunctural - depending on the circumstances 

and structural - created by disturbing the 

equilibrium in the structural elements of the 

system. 
 

In their publications, S. Hamilton and A. 

Micklethwait (10) state that the underlying 

causes of crises and failure in organizations 

should be grouped into the following 

categories: ineffective strategic decisions; 

rapid growth and reckless purchases; 

management incompetence; greed, arrogance 

and desire for power; insufficient internal 

control at all levels. 
 

Research indicates that insolvency in 

organizations is caused by managerial 

incompetence. (11, 12, 13) 
 

According to D. Bibeault (14), it is born in 

80% of the cases and in the rest is the result of 

the state of the economy. 
 

G. Ivanova (15) considers that the management 

problems are due to: insufficient knowledge 

and experience, difficult adaptation to changes, 

insufficient control, etc. 
 

According to H. Raikov (16), the 

circumstances that create a real possibility for 

a crisis in the organization are: he has recently 

experienced a crisis; is experiencing financial 

difficulties; it is newly formed; an atmosphere 

of stress and high turnover of employees; 

unfair competition. 
 

J. Atali (17) highlights some basic reasons for 

a crisis-dependent organization. According to 

him, the reasons are: mistakes in the 

understanding and analysis of the market 

situation, inability to manage effectively, bad 
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management, poor organizational culture, lack 

of self-respect and respect for the organization. 

In her research, D. Andreeva (18) points out 

that the reasons for a crisis in the organization 

are found in the analysis of the financial 

statements. 
 

How can organizations become vulnerable to 

crises and become insolvent? 
 

Research on this issue provokes a number of 

ideas that will help managers understand why 

and how an apparently effective organization 

can become vulnerable to a crisis. The main 

approach outlined in the PAS 200: 2011 (19) 

standard is to understand the organization as a 

system of social and technical dimensions that 

are complex and interdependent. Each failure 

in the organization includes a network of 

related factors - social and technical. This 

requires the manager to recognize the 

following: 

- mistakes in the organization, its operations 

and governance, which are the basis of the 

failure; 

- finding an unsuccessful element of the 

business process, which requires a deeper 

consideration; 

- poor decision-making and lack of 

preparedness to cope with the stress that crises 

are causing. 
 

At present, the problems of insolvency and the 

optimal financial condition of firms are 

becoming more and more relevant. The state of 

insolvency is characterized by an inability to 

meet commitments such as overpayments on 

assets. This is the last and the worst stage of 

the financial crisis. (20) 
 

This article explores the relations between 

organizational crises and the reasons for their 

occurrence in Veliko Tarnovo. (21) 
 

"In general, the companies from the Veliko 

Tarnovo region, much more compared to the 

national level, use good managerial practices. 

This propensity can be seen in a positive way, 

as it talks about the openness of business 

executives from the region to the positive 

aspects of managing other businesses and their 

desire to improve their own management. This 

circumstance suggests the desire of corporate 

managers to increase the competitiveness of 

the companies they manage." (22) 
 

METHODOLOGY OF THE RESEARCH 

To investigate the relations management of 

organizational crises and the reasons for their 

occurrence, five companies were interviewed 

in Veliko Tarnovo and three surveys were 

presented. They are directed at managers of 

construction companies in Veliko Tarnovo 

regarding their opinion on organizational crisis 

management. 
 

RESULTS AND DISCUSSION 

As a result of the Survey 1. Management of 

organizational crises and the reasons for them, 

the following results were obtained: most of 

the surveyed companies (80%) indicated that 

they were in a state of an insufficient budget. 

For less of them, the current state is related to 

obsolete equipment and equipment (20% of 

respondents). 
 

On the question "Are the risks related to the 

company's operational activity?", The 

following responses were received: the relative 

share of companies that believe that the risks 

are related to the operating activity is 60% and 

40% think this is not the case. 
 

On the question "What mechanisms do you do 

to resolve the current situation?", The 

following responses were received: all 

companies (100%) are of the opinion that they 

are undertaking economic mechanisms. The 

relative share of respondents who say that they 

take organizational mechanisms to solve 

current problems (80%) is high and high. 
 

To the question "What are the main factors that 

you attach to a crisis in the company?" All 

companies point out that the key factor that is 

crucial to a crisis is an organizational error. 

Secondly, 60% of the companies point out that 

such a factor is a technical error, and third - 

human error and others. (20%). 
 

On the question, "What are the factors for 

escalating organizational crises?" The main 

factor for the escalation of the crisis, according 

to 80% of the companies, is a mistake of the 

management. The second is the market 

situation with a relative share of respondents 

60%. Third (20%) indicates otherwise as a 

factor for the escalation of crises. 
 

In response to the question, "Is there a need to 

raise the culture of dealing with crisis 

situations?", 60% of the respondents indicated 

yes rather than 40% - rather not. 
 

Interesting are the answers to the issue of 

reporting to the media on a crisis situation. All 

respondents believe (100%) that it is not 

necessary and they have indicated not. 
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To the question "How does the behavior of 

employees change during a crisis?" Most of the 

companies (60%) said that in a crisis the 

employees are getting together. According to 

others (20%) in crisis, employees fully support 

the management's decision. Some companies 

believe employees are looking for a crisis 

(their relative share is 20%). 
 

Responding to the question "What are the 

barriers to more efficient management of 

organizational crises?" The answers are very 

varied. Undoubtedly, for all companies 

surveyed, the barrier to more efficient 

management of organizational crises is the first 

budget restriction. Secondly, there is a lack of 

completeness of the documentation (80%). 

Another part of the companies (20%) believes 

that the barrier is insufficient management 

support and insufficient preventative measures. 

To the question "Which approaches are your 

company targeting crisis prevention?" Most 

companies (80%) point out that they use past 

experience to prevent crises. The share of 

companies (60%), which use the qualitative 

and quantitative improvement of activities, is 

also big. Another part relies on training and 

qualification courses (40%). Relatively small 

relative share of companies (20%) indicated 

that they are focused on the personalities of the 

employees and the managers. There is also the 

relative share of those who believe that 

improving organizational communication will 

prevent crises. 
 

In the event of a crisis when the functional 

organizational mechanism is obstructed, 

priority should be a quick recovery of 

efficiency. 
 

Survey 2. Planning for organizational crises is 

composed of ten questions, for each indicator 

the answer is yes / no. Each of the companies 

has responded to each of the ten questions. The 

results show that less than half (40%) surveyed 

indicate that the company's management 

supports crisis planning activity and that 60% 

think the opposite. This indicates that fewer 

respondents believe they were prepared for a 

crisis and 60% had no such training. The low 

level of preparedness is explained by the lack 

of programs and systematic crisis management 

planning processes. 
 

To the question "Do you run pre-crisis events 

in the company?" Only 20% of companies are 

doing this. 
 

Action plans for crisis situations exist in 20% 

of the companies surveyed. 
 

All companies say they do not have a crisis 

management team with clearly defined 

responsibilities. 
 

Interesting is the answer to the question "Is 

there prepared contact information for key 

organs?", Where 60% of the companies have 

indicated they have one. 
 

A prepared contact list for the media is 

available to 20% of the companies. 
 

Most of the respondents have developed 

communication programs in the company 

(60%). 
 

The responses indicate that companies do not 

regularly review the Crisis Management Plan. 

Asked whether there are trained crises 

responders, 40% of companies report that 

employees have been trained to handle 

problem situations. 
 

Some companies (40%) draw attention to the 

results of the risk assessment. This is a 

prerequisite for timely measures. 
 

In the present study, we also use Survey 3. 

Self-assessment of the importance of indicators 

in dealing with crises. For this purpose, the 

surveyed companies perform a self-assessment 

on a five-scale scale of 1 to 5 (1-insignificant, 

2-insignificant, 3-neutral, 4-significant, 5-

significant), company leadership, media, 

foreign investors and injured users. All 

surveyed companies point out that the 

management of the firm is of significant 

importance to them (predominant evaluation 

5). Most of the companies (80%) point out the 

importance of the role of civil servants 

(predominant evaluation 5). 
 

The role of the media is significant for 80% of 

respondents (predominantly 4). 
 

With respect to foreign investors, 100% of 

companies are estimated to have a very small 

role for them (predominantly 1). 
 

Most of the respondents (60%) have indicated 

that the role of the victims is significant to 

them (with a predominant assessment of 4). 
 

CONCLUSIONS 

In conclusion, based on the results of a survey 

conducted by some construction companies in 
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Veliko Tarnovo, we can reason to draw the 

following conclusions: 

1. As a result of the conducted Survey 1. 

Management of organizational crises and their 

causes, the following results can be mentioned: 

- all respondents are of the opinion that 

economic mechanisms are being taken to solve 

current problems; 

- the main factors of crisis occurring in the first 

place according to the surveyed companies is 

the organizational error, and the second is the 

technical fault; 

- all respondents believe that it is necessary to 

report to the media on a crisis situation; 

- the respondents' opinion on the barriers to 

more efficient management of organizational 

crises is united. As such, they indicate mainly 

the limited budget. 

2. From the Survey 2. Planning for 

organizational crises, the following results 

were obtained: 

- There are different views on the need for 

planning of organizational crises. Most of the 

half-surveyed companies do not support 

planning; 

- More than half of respondents indicate that 

they have prepared contact information for key 

crisis authorities; 

- Most companies say they have developed 

communication programs. 

3. From the Survey conducted 3. The self-

assessment of the significance of the indicators 

in dealing with crises gives us the basis for the 

following summaries of the obtained results: 

- all surveyed companies point out that 

leadership is essential for them; 

- for all companies, the assessment of foreign 

investors is insignificant. 
 

The effectiveness of crisis management is a 

real problem for any organization, regardless 

of the conditions and the sphere of activity and 

stage of its life cycle. Changes in the 

conditions of the external and internal 

environment lead to an imbalance in 

management mechanisms and to a reduction in 

their effectiveness. The assessment of an 

organization's crisis management efficiency 

needs to be done before the onset of the crisis, 

based on surveys and analysis of the financial 

situation dynamics. For effective crisis 

management, organizations need to know all 

phases and stages in the overall management 

process. 
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