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Abstract. Global economic crisis is one of the most significant environmental changes influencing all managerial functions — including
entrepreneurs and organization. In this paper, we study how entrepreneurs used organization to deal with the security and sustainability
issues stemming from the global economic crisis. Crisis forced managers to undertake various organizational changes that led to a sharp
reduction in the number of employees and thus flat organizational structure are the trend among structures. Organization is focused more
on designing. One of the newest and fastest growing business trends is the creation of networks and clusters. We conducted research on a
sample of 115 foreign and domestic companies running their business in Slovak Republic. We were interested in the perception of lean
management, project management and strategic alliances creation during the crisis and in nowadays. We provided an analysis of changes in
span of management and managerial level reduction. To analyse the companies, we used descriptive and inductive statistical methods on
the lowest possible significance level. Based on our research we found that the optimization of the organizational structure can be the way
for helping business companies to overcome economic insecurity in the times of the crisis.
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1. Introduction

Theory and practice are currently based on years of proven and widely used system framework that divides the
structure of management into several basic functions. In the theory of modern management, the division into
functions are following — planning, organization, decision making, personnel management, leadership and control.
This basic or detailed breakdown is very useful because it offers a solid structure in which new insights can easily
be incorporated. The content of features is constantly evolving and responding to changing environmental
conditions. One of them is also the crisis which is a milestone, the sudden disruption of the way the business
operates. Economic crisis, recession, stagnation, decline - these are the concepts that are still discussed in the
mass media, while at the same time they are raising the reflections, concerns over the future. The economic crisis
has brought a large number of businesses into difficult situations which have resulted in their fundamental or
existing changes in their current functioning. Changes made can also be seen in management functions. The
misconception of overcoming the economic crisis lies not only in reducing costs, increasing efficiency and
productivity. It is necessary to focus on the future, to better estimate the situation, not to stay in the "wait-and-see
strategy", to predict ahead of schedule, to make more effective and more targeted decisions, to provide motivating
incentives to employees, to more persistently influence the attitudes of the subordinates, to change the way of
managing the company in the long- new management methods that require multiple forms of knowledge
acquisition, educational activities, and so on.

In addition to the negative consequences, the economic crisis also presents new challenges, impulses, the need for
new solutions and changes in the functions themselves (Abrham et al., 2015). After studying the foreign and
domestic scientific and professional literature, we have met a number of analyses and assessments of the impact
of the global economic crisis on various macroeconomic indicators. To a very limited extent, these studies
addressed issues related to impacts on the management process. This research is largely absent. That is why we
have focused on the research of changes in managerial functions that were caused by crisis. In our paper we
present the research results in the field of changes in organization that were caused by crisis. We aimed the
research on following specific concepts — perception of lean management from the perspective of companies
operating in Slovakia. Another concept we paid attention to in the survey was the usage of project management.
The third concept we were focused on was the strategic partnerships creation. As a result of personnel effect
conditioned by the crisis, the organizational area has seen changes in organizational structure. Organizational
structures tended to be slimmed due to letting go of work force. This trend is visible in delayering and other
changes in organizational structure that were done to increase the efficiency of business operation.

2. Literature review

Organization during the crisis as well as post-crisis period is an inseparable part of managerial work. According to
Hamel, building an organization that is as flexible as much as it is effective is probably one of the most
fundamental challenges facing businesses today. Hamel (2006) is of the opinion that the majority of current
systems and approaches to management are based on an outdated management principle. For the companies to
prosper again in a business environment marked by the consequences of the economic crisis, changes made, and
new situations, they must organize less and free the level of management, structuring, hierarchy, and routines.
Organizations based on an ideology that preventively and structurally gives power to the minority and takes it
away from the majority will have no chance of success in the future. (Grant, 2008)
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The economic crisis underlined in specific managerial positions the importance of human resources in the sense
of greater engagement in planning, decision-making, creating organizational values, and also in the
decentralization of powers (Holagh et al., 2014).

During the economic recession, many managers were forced to undertake various organizational changes that led
to asharp reduction in the number of work forces. Due to decreasing number of employees, organizational
structures have been optimized (sliming or flattening) in a natural way. Today, companies are operating with
fewer management levels and by delegating greater powers to individual workers. The condition of success of
each company is adequate and flexibly corresponding organizational structure. Traditional forms of organizational
structures are abandoned with more modern structures coming to the foreground that are marked with strong
employee engagement and power authority is transforming into authority based on expertise and knowledge. New
organizational structures are linked to new responsibilities, competences, actual work, and systems for measuring
system and employee performance (Simionescu et al., 2016). Flat organizational structures are atrend among
structures (Morgan, 2015; Kastelle, 2013; Janda et al., 2013). A benefit of these structures is especially the
adoption of quicker decisions, improving quality and speed of information sharing, strengthening of horizontal
communication between employees and a small number of management levels (Nigro et all, 2006; Qi et all,
2014). Organization is focused more on designing (Zalezakova, 2012). It is important for the companies to be able
to design projects, because current business environment is characterized by greater uncertainty, frequent changes,
post-crisis development that reflected in the emergence of new, thus far unresolved issues and tasks. As a reaction
to difficult conditions and new challenges, new projects are emerging and, understandable, the importance of
project management (Pinto and Winch, 2016), project organizational structures, and structures based on teamwork
is growing. Zagorsek et al. (2017) identified a positive impact of project management and project orientation on
competitiveness of a modern company. They also found a relationship between success and companies focused on
low financial and material demands. TariSkova (2015) describes the need for the application of balanced
scorecards in project management. Misun and MiStinova (2017) identified the relationship between organizational
structure and control.

Reducing hierarchical structures and redundant management levels prompted interest in the concept of leaning -
Lean management. Lean management is nothing new in our conditions and it helped many companies to improve
performance almost to the world level (Trend, 2016). According to several experts (Burton — Boeder, 2003)
(Charron et all, 2015) (Kosturiak, 2012) (Georgescu, 2011; Sabic-Lipovaca et al., 2016) the era of worldwide
slimming has arrived (for example) in the area of manufacturing (Vilkas et all, 2015), logistics (Jirsak and
Holman, 2012; Krejci et al., 2015), development (Kosturiak, 2012), administration (Kosturiak, 2012), thinking
(So and Sun, 2015), processes (Tenera and Pinto, 2014), or job satisfaction (Cabelkova et al. 2015a; Cabelkova et
al. 2015b). The implementation of lean management requires an interdisciplinary approach, but also a lot of
patience (based on Trend analyses (2016) 70% of attempts fails according to conducted global analyses) — it is
a long-term culture of constant self-improvement. During the economic recession, companies became more aware
of the fact that they cannot afford unnecessary costs in the form of surplus stock, surplus production, or various
manufacturing deficiencies, e.g. reduced quality or possible complaints. Because of these and other reasons,
companies sought optimization, rationalization and slimming of oversized processes and activities, i.e.
eliminating everything that did not bring value to the company with the goal of streamlining processes and
reducing costs to the minimum level. We are also witnesses of the creation of Lean Six Sigma (Pamfilie et all,
2012), which is the synthesis of Lean Management and Six Sigma (Dekier, 2012; Tenera and Pinto, 2014). Both
methodologies complement each other in order to improve quality, performance, and satisfaction of customers
under reducing costs.

Various strategic partnerships are becoming a trend today. The main themes of strategic cooperation are mainly
the consequences of the global economic crisis for management and changing economic environment offering
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new, more complex challenges. During the economic crisis the companies were searching for new ways how to
gain or maintain a competitive advantage. An alternative to addressing the negative consequences of the crisis
was the support for creating networks and clusters. The creation of networks and clusters is currently one of the
newest and fastest growing business trends. Business networks and clusters are tools, using which companies can
resist the adverse impact of the economic crisis and to resume business based on mutual interdependence and
cooperation of the clustered entities (Befiova and Szabo, 2016; Razminiené, Tvaronaviciené, 2017; Monni et al.,
2017). Other options for eliminating the effects of the recession were to create fusions and acquisitions.

3. Methodology and empirical model

To obtain the desired results we have used the empirical method of observation using a questionnaire survey. The
guestionnaire was distributed by electronic communication at the beginning of October 2016, whereby data
collection was completed in February 2017. 117 questionnaires have been included in the research sample, of
which 2 did not meet the relevant completeness, due to which they were not included in the survey. The total
number of distributed questionnaires was 370 and the return rate was 31%. Targeted segment of our research was
randomly chosen Slovak and foreign enterprises running their business in Slovak republic whereby respondents
were members of higher management. Inductively-deductive methods, descriptive methods and Pearson’s
correlation coefficient were used to analyze collected data. We considered a result to be statistically significant at
a significance level of p < 0.05.

Authors of many foreign scientific articles described the crisis and post-crisis period as the world-wide slimming
era. Companies sought optimization, slimming of oversized processes and activities for the purpose of minimizing
surplus costs. We were interested in the perception of lean management from the perspective of companies
operating in Slovakia, and therefore given concept became part of our survey.

Table 1. Organization in crisis and in nowadays

Assessment level

1 |2 [3 |4

Number of companies | .
During the crisis the lean management was applied. 29 [ 26 [ 36 |24 [115
Lean management is applied in current period. No Yes

51 64 115
During the crisis we applied more the project management. 23 |15 [ 54 |23 | 115
Actually the concept of project management is applied. No Yes

40 75 115
During the crisis we applied various forms of strategic alliances. 69 \ 26 | 15 \ 5 115
Actually we apply various forms of strategic alliances. No Yes

85 30 115

Note: totally disagree, 2 — partially disagree, 3 — partially agree, 4 — totally agree.
Source: Own results

Of the aggregated data — see table 1, only 24 companies expressed their full approval that they implemented given
concept during the crisis. Determined numbers do not have to necessarily suggest the actual situation. It happens
that companies oftentimes do not know the management terminology and that they are using this type of
management without even realizing the existence of the concept. Of the companies that inclined to lean
management, large companies had the greatest share. It was ambiguous to identify in which management areas
did the companies implement lean management, since these are very balanced results, see Figure 1.
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Fig. 1. Lean management in sectors

Source: Own results

Nowadays

Periods

HIn use

B Not in use
Crisis period

0 20 40 60 80 100 120 140
Number of companies

Fig 2. Interest in lean management during crisis and present

Source: Own compilation

Based on comparing the data from the crisis and post-crisis period it can be said that currently more than a half of
the respondents (64/115) are using the concept and compared to the crisis period we observe a 6.67% increase
(Figure 2). In order not to remain on an unconfirmed assumption that crises increase interest in lean management

among companies, we decided to verify it statistically.

In the contingency Table 2 we compare 2 classification characters A and B, where:
- a1, a2 are the observed periods, in our case the crisis period and the present,
- b1, b2, bz and b are grades, where 1 - totally disagree, 2 - partly disagree, 3 - partly agree, 4 - totally agree.
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Table 2. Testing the dependencies between the periods and the level of lean management use

b1 b2 bs ba > Critical value
a1 10,70 2,07 4,01 6,96 23,74
a 13,42 2,59 5,03 8,74 29,79
> 24,12 4,66 9,05 15,70 53,53 > \ 7,815

Source: Own results

We compared the calculated testing characteristic with 95. percentile ¥* of the division with (r - 1).(s - 1). ¥%0.95
(3) = 7.815. Since the square contingency (53.53) exceeds the critical value, we can state that there is significant
dependence between the crisis and the post-crisis period in using lean management. The intensity of eliminating
any losses and waste in companies is actually affected by the economic crisis.

We used the Pearson’s correlation coefficient to assess the contingency intensity rate, in the form:

= || ':{:
\J11+;{:

By using the Pearson’s correlation coefficient, we found a moderate dependence between the analysed periods
(crisis and post-crisis) and the degree of using lean management. See Table 3.

Table 3. Dependence in Pearson’s correlation coefficient

Coefficient used Value
Pearson’s correlation coefficient 0,5636

Source: Own results

Another concept we paid attention to in the survey was project management. According to some authors,
organizing becomes more designing and because of this the importance of project management is growing.
Foreign scientific articles presented the claim that the importance and interest in project management is growing
due to the crisis. In case of Slovak respondents there was an interesting situation. Although the theory describes
growing interest in given concept, the results of our survey suggest the exact opposite. Currently we can observe
a 2.60% decrease of use when compared to the previous period - see graph 3. Although the analysis determined
a decrease in project solution rate, actually this is a negligible value, because only 2 companies represent the
decrease in our case.
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Period

Present

Crisis period

H]In use

= Not in use

0 20

40 60 80 100 120 140

Number of companies

Fig. 3. Interest in project management during crisis and present

Source: Own results

The companies have more negative experience with the economic crisis than positive. Many companies found
themselves in an unfavourable situation and in an effort to maintain or increase competitiveness, they began to
create strategic partnerships more intensively. Companies in Slovakia do not incline to this “trend“. About 60% of
the respondents in our survey confirmed that during the crisis they were not part of any strategic partnership and
that only 4% of companies cooperated with other subjects. (see table 1) An interesting finding is that these
companies have not experienced any impact of the crisis on their business activity. As a result, we postulate that
the primary reason for creating these partnerships was not the impact of the economic crisis.

Periods

Present period

Crisis period

E]In use

= Not in use

o

20

40 60 80 100 120 140
Number of companies

Fig. 4: Interest in strategic partnerships during crisis and present

Source: Own results
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Currently, we are seeing an increased humber of companies (by about 33%) over the crisis period that cooperate
with other companies on achieving their business goal(s) (see Figure 4). Respondents who work in partnerships
created after the economic crisis are mainly businesses that characterized the impact of the crisis as negative. In
this case we can deduct that the creation of “post-crisis cooperation was conditioned by a fading situation in the
market due to the crisis. We wanted to statistically verify this claim. Our procedure was as follows:

In table 4 and 5 we compare two classification characters A and B, where:

- a, a; are monitored periods, in our case the crisis period and the present,

- b, b2, bz and bs are rating levels, where 1 — totally disagree, 2 — partly disagree, 3 — partly agree, 4 —
totally agree.

Table 4. Real multiplicity

Oij | bt b2 bs ba >
a 6 8 13 3 30
az 63 18 2 2 85
5 69 | 26 15 5 115

Source: Own results

When calculating theoretical rates (see table 5), in three cases the conditions for continuing the calculation of
statistical dependence or independence were not met. Because of this reason we were not able to continue and we

can only state that the growing interest in creating various types of strategic partnerships is conditioned by the
creation and course of the economic crisis.

Table 5. Theoretical rate

Eij b1 b2 bs ba 2
a1 18,00 6,78 3,91 1,30 30
a 51,00 19,22 11,09 3,70 85

> 69,00 26,00 15,00 5,00 115

Source: Own results

As a result of personnel effect conditioned by the crisis, the organizational area has seen changes in organizational
structures. These were naturally optimized and slimmed due to letting go of work forces. The purpose of our
finding was to find out the average number of subordinates per 1 manager and the average number of
management levels. There was no significant change in the number of subordinates. Currently, a manager has 1
worker less than during the crisis period. The decrease can also be observed in the number of management levels,
when companies now operate with a smaller number of management levels. The average respondent included in

the questionnaire has 3 management levels and the supervisor supervises and monitors the work of 14 workers,
see the Table 6 below.

Table 6. Number of subordinates and number of management level

Pre-crisis period Present
Number of Number of Number of Number of
subordinates management level subordinates management level
(4] 15 4 14 3

Source: Own results
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According to theoretical source the crisis had an impact on the level of decentralization of decision-making
powers at lower levels of management. The dominating answer in the questionnaire results of all monitored
organizations is that the impact of the crisis has not been reflected in the delegation of competences to lower
levels, nor in centralizing the power to higher levels. Aside from the previous finding, from the results it can be
noticed that centralized companies are dominating among the respondents, i.e. higher management levels decide
on most issues related to insuring the operation of the business. A slight increase of concentration of competences
to higher management levels was especially in finances, marketing, and purchase. It is a natural mechanism when
during the crisis companies began to save more and monitor their investments more closely. 6 companies
confirmed that due to the economic crisis the human resources area, i.e. for example controlling the extent of
meeting the employees’ goals is exclusively in the competence of top management. The most significant transfer
of decision-making powers was in the area of supply and purchase, i.e. top management delegates’ part of its
competences to lower organizational units. More detailed results are presented in Figure 5.

120
T — -
100 — . 1 [ . . __-__
[ ——
80 Fpue N @ —mewmE- W
s EE =Sl =l =N =Em =N EE EE EE =
R e e
I e e e e
0 |
Human Research
Purchasing | Supply | Production Sales Logistic |Accounting| Financial resource | Marketin and
department | department | department | department | department | department | department department - 2 developme
nt
mincreased 0 0 3 3 4 4 4 ] 5 3
slightly increased 26 17 22 20 1% 16 38 17 28 17
no change 60 70 64 66 72 80 54 69 65 70
slightly decreased 16 18 10 14 9 g 12 13 9 6
u decreased 4 1 1 1 1 2 0 2 1 2

Fig. 5. Changes in centralization of authority caused by crisis
Source: Own results

Companies have expressed a negative impact of the crisis on the organization function. Closer analysis revealed
that these are business companies, whose economic development was adversely affected by the crisis, i.e. during
the pre-crisis period, majority of the companies were predominantly growing, during the crisis the companies
were growing, but also stagnating, and currently they are showing signs of stagnation. Of all the concepts
analysed above, only project management has been used and only during the post-crisis period. The number of
management levels was reduced by 1, whereby in one case we have recorded a decrease by 2 levels. A more
dramatic change happened in the number of subordinates per 1 supervisor. In some companies there is almost a
half-drop in the number of workers compared to the period of decline. The degree of centralization was reflected
by “increase or slight increase” in all departments they have.
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4. Results and discussions

The content of management functions is constantly evolving and responding to the changing environmental
conditions. The global economic crisis is definitely one of these conditions. It is a milestone — the sudden
interruption of the way the company used to operate. The ability of an entrepreneur to survive a period of
economic crisis is mainly in a quick response to a changing business environment and take advantage of the
situation as an opportunity for company success.

During the economic crisis companies reduced any unnecessary costs such as surplus stocks, surplus production
or various manufacturing deficiencies, reduced quality, possible complaints. For these and other reasons,
businesses tended to optimize, rationalize and reduce excessive processes and activities, to eliminate everything
that did not bring value to businesses in order to streamline processes and reduce costs to the minimum level.
According to a number of experts (Burton — Boeder, 2003) (Charron et all, 2015) (Kosturiak, 2012) (Georgescu,
2011), the era of global slimming has begun. In a more detailed analysis, we found that the intensity of
eliminating excess processes and activities is affected by the economic crisis. Statistical contingency has been
demonstrated. Actually, the number of companies with lean management increased by 6.67% in comparison with
crisis period.

According to some economists, the increase of project management importance led to the change in the
organization that becomes more designing. Based on the development of tools, the project management has
become crucial in achieving business goals. The primary reason for the projects development was the response to
a complex business environment and the need to respond to new situations and problems that arose as a result of
the economic crisis. Project management implementation discovered many advantages - motivation and
engagement of employees, building a project team, strengthening the team spirit, etc. Despite of the above-
mentioned benefits of the concept, we are currently following a 2.60% drop in usage over the previous period.
This is above all a minimal decline, although respondents are aware of the benefits of project management
approach implementation. Theoretical sources inform that more than 65% of respondents currently use the project
management in their organizations. Over the last 50 years business practice has shown itself as project
management approach brings concrete results to the business. World Project Managers clearly express the
increasing tendency of project management approach. Given the post-crisis business environment, pressure on
efficiency, performance, cost reduction, quality improvement and risk reduction many more companies will be
project-based and not process-driven. (Minarik, 2016).

Enterprises, in an attempt to survive the crisis with minimal consequences, they have been more focused on
creating different strategic partnerships. Our results show a growing interest in partnership/membership with other
businesses to achieve a common business goal. We have not been able to confirm statistically the increased
interest in strategic cooperation, so we can only say that the growing interest in partnerships creation was
conditioned by crisis. Currently 30/115 enterprises collaborate with other companies.

Organizational structures have been naturally slimmed up and optimized in times of crisis due to the dismissal,
resulting in managerial level reduction. Based on our analysis, we found that companies currently have (on
average) 3 levels of management, which represents a 1-point decrease in comparison with the crisis period.
Optimizing the organizational structure is an appropriate tool to increase the efficiency of business operations.
Our research sample consists predominantly of a centralized type of organizational structures where higher
managerial level decides about the majority of all the issues related to ensuring the business operation.
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Conclusions

In our paper, we have presented research results on the impact of the economic crisis on the function of
organization in company. We state that the crisis had a significant impact on organization methods used by
companies.

We have discovered significant dependence between the crisis and the post-crisis period in using lean
management. Our study confirmed that currently more than a half of respondents use the concept of lean
management and compared to the crisis period we observed a 6,67% increase. By using Pearson’s correlation
coefficient, we found a moderated dependence between the analysed periods (crisis and post-crisis) and the degree
of using lean management.

We state that growing interest in creating various types of strategic partnership is conditioned by the creation and
the course of the economic crisis. Companies confirmed more negative experiences than positive with crisis. In
effort to maintain or to increase competitiveness, companies started to create more intensively strategic
partnership. The increase was by about 33%.

Another concept we were interested in our research was project management. Currently we can observe a slight
decrease (2,6%) in use of the concept in comparison with crisis period. As a result of personnel effect conditioned
by the crisis, we discovered the changes in span of management — from 15 subordinates in pre-crisis period to 14
subordinates nowadays. We have discovered the decrease in the number of management levels — from 4 in pre-
crisis period to 3 in post-crisis period.

The impact of the crisis has not been reflected in the delegation of competences to lower levels, nor in centralizing
the power to higher levels for the majority of our respondents. A slight increase of concentration of competencies
to higher management levels was especially in finance, marketing, and purchase. The results of our research are
both interesting and practical. It opens novel questions about deeper causations of our results that should be
explained by using further research.
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