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Abstract: The increasing degree of supply 
chain management applica﬒ on in the prac﬒ ce 
of leading foreign companies and the fact that 
nearly every business organiza﬒ on in Bulgaria 
has become a part of an interna﬒ onal supply 
chain raise the importance of the concept for 
the Bulgarian enterprises. The ar﬒ cle reveals 
the guidelines for improving supply chain 
management in the Bulgarian business on the 
basis of the best prac﬒ ces in the world and 
the specifi c characteris﬒ cs of the concept 
applica﬒ on in our country. The suggested 
guidelines consider the structure of the supply 
chain, the key business processes in it, the 
rela﬒ onships between its members and the 
integra﬒ ve mechanisms in the areas of the 
management of the material, informa﬒ on fl ows 
and the fl ows of knowledge.
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Introduction

T
he importance of supply chain 
management (SCM) for business 
organiza﬒ ons is evident – the degree 

of applica﬒ on of this concept on the part of 
the enterprises all over the world increases and 
nearly every publica﬒ on in the area of logis﬒ cs 
and opera﬒ ons management concerns in some 
degree the theory and prac﬒ ce of SCM. SCM 
prac﬒ ces are mostly widespread amongst 
leading global companies and are a basic 
factor for the integra﬒ on of their supply chains 
which include suppliers, plants, customers, and 
research and development centers that are 
globally dispersed. The number of Bulgarian 
enterprises par﬒ cipa﬒ ng in interna﬒ onal 
supply chains also increases, which leads to 
the expecta﬒ on that they should know SCM 
prac﬒ ces. Nevertheless, the applica﬒ on of 
these prac﬒ ces by the enterprises in Bulgaria 
is characterized by some specifi c features which 
are, in most cases, due to their dependence 
on the leaders in the corresponding chains, to 
the fi nancial diffi  cul﬒ es of Bulgarian enterprises 

and to the absence of trust between them. The 
aim of this ar﬒ cle is to reveal the guidelines 
for improving SCM in Bulgarian business on 
the basis of the best prac﬒ ces in the world 
and the specifi c characteris﬒ cs of the concept 
applica﬒ on in our country.

The proposed guidelines are based on a research 
of the degree of applica﬒ on of SCM in 151 
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enterprises in Bulgaria from which more than a 
half are producers and distributors of cosme﬒ c 
and confec﬒ onary products.1 The concept of 
SCM is examined in two aspects: integra﬒ on of 
the ac﬒ vi﬒ es between the company’s func﬒ ons 
and integra﬒ on between the supply chain 
members. The inter-organiza﬒ onal integra﬒ on 
is expressed in the interdependence and 
coordina﬒ on between companies in the areas 
of the management of material, informa﬒ on 
and knowledge fl ows, as well as the rela﬒ onship 
management.

1. Best practices in SCM

The literature research of the foreign 
experience in SCM (4, 2000, pp. 1-17; 7, 

2000, pp. 67-83; 12, 2001, pp. 1-24; 14, 1998, 
pp. 630-650, etc.) resulted in the iden﬒ fi ca﬒ on 
of the best prac﬒ ces in this area and in their 
classifi ca﬒ on in four groups corresponding to 
the four management areas in the external 
SC (table 1). In these groups the prac﬒ ces 
themselves are classifi ed according to the eleven 
indicators used in the analysis and evalua﬒ on 
of the degree of applica﬒ on of the integra﬒ ve 
mechanisms in the management of the external 
supply chain (SC). All organiza﬒ ons, even the 
most advanced that the research iden﬒ fi ed, can 
benefi t from the comparison of their prac﬒ ce 
in the area of SCM against that of the others 
and if they have well developed capabili﬒ es 
for priori﬒ zing, balancing and experimen﬒ ng, 
they could transform their supply chains into 
powerful tool for increasing compe﬒ ﬒ veness.

Table 1. Best practices in the management of the external supply chain

I. Material fl ows management 
1. Contents of communica﬒ on
Share informa﬒ on concerning not only delivery terms and prices, but also sales, inventories and costs.
Share demand forecasts and promo﬒ onal plans.
Coordinate programs for customer service improvements and inventory reduc﬒ on.
Share produc﬒ on schedules and purchasing plans.
Joint design of new products and sharing of plans for new product development.
Joint ac﬒ vi﬑  planning. Share plans for further development and growth.
Joint programs for quali﬑  improvement.
Suppliers manage the inventories of incoming products.
Part of the produc﬒ on is dedicated to a par﬒ cular customer (with produc﬒ on schedules synchronized with 

those of the customer).

Systema﬒ c distribu﬒ on of the best prac﬒ ces among the main SC members.
Inventories are carried at the least possible nodes in the chain.
Produc﬒ on schedules are made in coopera﬒ on with suppliers and customers with minimum delivery ﬒ me 

between the produc﬒ on systems.

Locate produc﬒ on or warehouse facili﬒ es close to customers.
Mo﬒ vate suppliers to locate produc﬒ on or warehouse facili﬒ es close to yours.
2. Supply base ra﬒ onaliza﬒ on
Classify suppliers and reduce their number.

Choose suppliers on the basis of the evalua﬒ on of their capabili﬒ es and their rela﬒ ve ranking.
Formal mechanisms for iden﬒ fying the poten﬒ al partners among the suppliers and defi ning the intensi﬑  of 
the rela﬒ onship.

1 For more details about the research methodology, used indicators and sample characteris﬒ cs see Rakovska M., The 
Model of Applica﬒ on of Supply Chain Management in Bulgarian Business Prac﬒ ce, Economic Alterna﬒ ves, No. 5 (82), 
2007, pp. 62-76.
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3. Consistency of goals
The goals of the organiza﬒ on are consistent with those of the supply chain in which it par﬒ cipates.
Formal eff orts to achieve alignment of opera﬒ ng and strategic goals in the SC.
Formal eff orts to share common mission, strategy and compe﬒ ﬒ ve weapons in the SC.
An informa﬒ on guide for the suppliers, in which expecta﬒ ons and benefi ts for them are formulated. 
4. Exchange and consistency of performance measures
Share measures that refl ect the performance of the whole chain.
Formal eff orts to use consistent performance measures in the SC.
Common methodology for performance management.
Inform suppliers of the results of the suppliers audit in the form of measures.
Maintain accounts of income and profi ts from products, customers, channels.
Con﬒ nuous comparison with best prac﬒ ces and involvement of suppliers and customers in the process.
Use specifi c measures for the customized products.
Use balanced scorecard for the assessment of the order management process.
Use and share measures to drive learning and improvement, not to “punish” poor performers.
Degree of feedback
Formal eff orts to receive feedback from customers in the form of measures.
Measure the en﬒ re sa﬒ sfac﬒ on of direct and fi nal customers.
Measure the performance of suppliers and ensure feedback to suppliers concerning your sa﬒ sfac﬒ on.
II. Informa﬒ on fl ows management
1. Technologic capabili﬒ es for informa﬒ on sharing
A policy to standardize the informa﬒ on systems across divisions and facili﬒ es.
Integra﬒ on of the informa﬒ on systems with important suppliers and customers.
Use of informa﬒ on technologies to support centraliza﬒ on of decision-making.
WEB-based catalogues for all standard purchases.
Receive\Transmit orders electronically via EDI or web.
Point of sales systems.
Satellite systems for delivery tracing.
Create virtual medium with suppliers and customers for new product development.
2. Methods for informa﬒ on sharing
Electronic communica﬒ on.
Team mee﬒ ngs to coordinate decision-making and joint planning.
Supplier’s employees work at customer’s site (for new product development, managing incoming 
fl ows, etc.).

Create joint teams for diff erent product lines.

Create joint teams for the management of diff erent processes (order fulfi llment, new product 
development, etc.).
Create joint teams for the management of specifi c projects in the area of SCM (implementa﬒ on of 

consistent informa﬒ on systems, development of consistent measures,etc.).

Periodically organize supplier conferences for defi ning expecta﬒ ons and sharing skills.
3. Func﬒ ons par﬒ cipa﬒ ng in the communica﬒ on
Par﬒ cipa﬒ on of the personnel from most of the func﬒ onal departments in the communica﬒ on with 
customers and suppliers.
Create cross-func﬒ onal teams for the management of the rela﬒ onships with important customers and 
suppliers.

Managers dedicate considerable ﬒ me to work with and visit customers and suppliers.
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2. Specific characteristics of SCM 
application in Bulgaria

The research of the degree of applica﬒ on 
of SCM in the Bulgarian prac﬒ ce resulted 

in the iden﬒ fi ca﬒ on of the following problems 
and peculiari﬒ es (1, 2004, pp. 215-227; 2, 2005, 
pp. 24-37; 3, 2007, pp. 62-76):

Concerning the • internal integra﬒ on, 
prerequisites for the integra﬒ on of material 
and informa﬒ on fl ows are discovered and they 

are expressed in the crea﬒ on of a logis﬒ cs 
department in the organiza﬒ onal structure. 
The degree of this integra﬒ on (measured with 
the number of logis﬒ cs ac﬒ vi﬒ es managed by 
the logis﬒ cs department) is s﬒ ll quite low. The 
coopera﬒ on between the R&D department and 
the other func﬒ ons in the produc﬒ on companies 
is s﬒ ll weak and this fact impedes the rapid 
development and introduc﬒ on of new products.

The absence of realized by the employees • 
organiza﬒ onal goals and the inconsistent 
measures used by the diff erent departments 

III. Knowledge management
Share technical informa﬒ on, technologies and know-how for new products development.
Share know-how for quali﬑  management, logis﬒ cs, etc.
Share know-how for company management.
Train customers and suppliers.
Share long-term plans for the development and implementa﬒ on of new technologies.
Suppliers of important components or produc﬒ on equipment par﬒ cipate in employees training.
IV. Rela﬒ onship management
1. Stabili﬑  of rela﬒ onships
Use formal guidelines to create and control partner rela﬒ onships.
Classify customers and form rela﬒ onships on the basis of their importance.
Create database with customer profi les.
Long-term contracts with customers and suppliers.
Formal programs to educate customers on processes or the impact of their decisions on the rest of the SC.
Mutual problem solving with customers and suppliers.
Use of confi den﬒ ali﬑  agreement.
Help suppliers in product or process design.
Help suppliers to improve their capabili﬒ es for on-﬒ me deliveries.
Rules for aligning roles and responsibili﬒ es among partners.
A methodology for joint problem solving.
Financially support suppliers to dedicate produc﬒ on capaci﬑  for our needs.
A systema﬒ c approach to encourage eff orts for coopera﬒ on and improvement.
Build trust and encourage frequent and open communica﬒ on links.
Teams for rela﬒ onship management and encouragement of interpersonal contacts.
A systema﬒ c approach to share risks and rewards in SC.
Use formal agreements for informa﬒ on sharing.
Use informal informa﬒ on sharing.
2. Scope of rela﬒ onship management.
Eff orts to understand the requirements of second and higher-﬒ er customers.
Par﬒ cipate in customers’ marke﬒ ng decisions.
Maintain stable rela﬒ onships with second-﬒ er customers.
Par﬒ cipate in suppliers’ supplying decisions.
Help second and third-﬒ ers suppliers to improve performance.
Second-﬒ er purchasing agreements to leverage global buying power.

Help customers and suppliers to solve problems with their customers and suppliers.
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lead to internal confl icts and ineffi  cient usage 
of resources.

The communica﬒ on between SC members • 
does not surpass the tradi﬒ onal informa﬒ on 
exchange related to sales, prices and delivery 
terms. The lack of ambi﬒ on to increase the 
contents of communica﬒ on through sharing 
of forecasts, promo﬒ onal plans, inventory 
informa﬒ on, etc. can be explained with the 
distrust among SC members.

A specifi c characteris﬒ c for the Bulgarian • 
condi﬒ ons is the focus on the forward 
integra﬒ on with customers, which is expresses 
in the much more intense informa﬒ on sharing 
with them. The transfer of informa﬒ on to 
suppliers concerning forthcoming promo﬒ ons, 
customer service improvement programs, sales, 
and demand forecasts, is neglected and this 
hinders the eff ec﬒ ve decision-making related 
to produc﬒ on schedules, delivery schedules and 
inventory levels.

Very few are the companies that have • 
aligned their goals with those of their important 
customers and suppliers and the lagging behind 
of the rest concerns suppliers again.

The feedback is more developed. However, • 
the fact that the development and exchange 
of consistent measures are some of the most 
neglected areas of SCM indicates that the 
contents of the realized feedback has mostly 
general dimensions and is not brought to the 
usage of quan﬒ ta﬒ ve measures.

The informa﬒ on systems suppor﬒ ng the • 
internal integra﬒ on are not enough implemented 
in the Bulgarian prac﬒ ce and the reason pointed 
out is the lack of fi nancial resources.

Team mee﬒ ngs and the inter-organiza﬒ onal • 
teams are rare phenomena and are s﬒ ll used 
basically for the coordina﬒ on of promo﬒ ons, 
customer service improvement and to a lesser 
degree for coopera﬒ ve new product development 
and joint planning.

In about 1/3 of the researched enterprises • 
the interac﬒ on with the suppliers and customers 
is performed respec﬒ vely by the buying and 

selling organiza﬒ onal units – the others do not 
interact between each other.

Knowledge of products, quali﬑  management, • 
logis﬒ cs and company management is prac﬒ cally 
not shared, which confi rms the absence of trust 
among SC members.

There is compara﬒ vely moderate • 
rela﬒ onship stabili﬑  which is expressed in 
long-term agreements and in the alloca﬒ on of 
responsibili﬒ es. On the other side, companies 
do not strive to widen the scope of their 
management eff orts beyond the direct suppliers 
and customers.

 Companies par﬒ cipa﬒ ng in interna﬒ onal supply • 
chains (in which the producers of fi nal products 
are foreign enterprises) apply in greater degree 
SCM prac﬒ ces compared to the par﬒ cipants in 
Bulgarian chains (in which the producers of fi nal 
products are Bulgarian enterprises). Indeed, 
the complexi﬑  of global chains raises a number 
of challenges in front of companies, which 
require adequate defensive reac﬒ ons. On the 
other side, the global character of opera﬒ ons 
and resources reveals many opportuni﬒ es 
mostly in the direc﬒ on of global op﬒ miza﬒ on 
of costs and sa﬒ sfac﬒ on of the requirements 
on a wider market. This is the reason why the 
leaders in these global supply chains are the best 
prac﬒ ﬒ oners of SCM techniques and the rest of 
the members, including Bulgarian ones, borrow 
from their leading experience which improves 
the compe﬒ ﬒ veness of the chain as a whole.

The model of applica﬒ on of SCM in Bulgaria is • 
characterized by the simultaneous development 
of the integra﬒ on of ac﬒ vi﬒ es in the internal 
and external SC, in contrast to companies in 

the developed countries in which the internal 
integra﬒ on precedes the external one. A possible 
explana﬒ on to this phenomenon is the fact that 
not a small part of the researched enterprises 
represents suppliers and customers of more 
powerful foreign companies which impose on 
them untradi﬒ onal forms of coopera﬒ on before 
they have achieved a high degree of internal 
integra﬒ on.
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The research proves that the higher • 
degree of applica﬒ on of SCM contributes 
to the improvement of eff ec﬒ veness and 
compe﬒ ﬒ veness. This determines the advisabili﬑  
of SCM applica﬒ on in prac﬒ ce.

3. Guidelines for improving SCM

No deliberately developed framework for 
planning and implemen﬒ ng SCM prac﬒ ces 

was found in the management of the researched 

Figure 1. Guidelines for improving SCM.

1. Understand the structure of SC 
and the alloca﬒on of ac﬒vi﬒es in it.

 - Define the “As-is” SC (members, 
their value-added roles, SC processes).

 - Define the “To-be” SC (members, 
their value-added roles, SC processes).

2. Define the role of the organiza﬒on 
in the SC.

 - Core competences.

 - Ac﬒vi﬒es to be outsourced and role- 
shi﬎ing.

 - Processes to be linked with main 
members.

6. Implement prac﬒ces that integrate 
the material and informa﬒on flows 
with important suppliers 
and customers.

 - Aims;

 - Share informa﬒on and knowledge;

 - Consistency and exchange 
of performance measures;

 - Choose appropriate methods for and 
par﬒cipants in the informa﬒on exchange.

3. Integrate the ac﬒vi﬒es inside 
the organiza﬒on. 

 - Process maps;

 - Simplifica﬒on;

 - Coordina﬒on;

 - Op﬒miza﬒on;

 - Integra﬒on.

4. Build rela﬒onships with important 
customers.

 - Classifica﬒on;

 - Integra﬒on prac﬒ces in opera﬒ve 
plan;

 - Rela﬒onships of collabora﬒on 
and trust; policies for rela﬒onship 
management in controlled links.

5. Build rela﬒onships with important 
suppliers.

 - Classifica﬒on;

 - Integra﬒on prac﬒ces in opera﬒ve 
plan;

 - Rela﬒onships of collabora﬒on 
and trust; policies for rela﬒onship 
management in controlled links.

8. Periodical re-evalua﬒on 
and con﬒nuous improvement.

7. Create appropriate informa﬒on 
technological structure.
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companies. The proposed in this part of the 
ar﬒ cle guidelines facilitate systema﬒ c eff orts 
for the successful realiza﬒ on of the concept 
of SCM and are developed on the basis of the 
following:

The research of the literature and the 1) 
foreign experience, which lead to the deriva﬒ on 
of four interrelated elements necessary to be 
included in the guidelines for improving SCM – 
structure of the SC, key business processes in 
the SC, rela﬒ onship between SC members and 
management integra﬒ ve mechanisms (6, 2000, 
pp. 337-345; 8, 2001, pp. 101-106; 9, 2003; 10, 
2002, pp. 24; 11, 2000, pp. 59-79; 13, 2001, 
pp. 418-434);

The assessment of the specifi c characteris﬒ cs 2) 
of SCM applica﬒ on in the Bulgarian business 
prac﬒ ce that revealed in the applica﬒ on of which 
prac﬒ ces the Bulgarian companies lag behind the 
foreign ones as well as the usual sequence in the 
usage of the specifi c integra﬒ ve mechanisms;

The rela﬒ onship between the applica﬒ on of 3) 
SCM prac﬒ ces and company performance which 
helped the iden﬒ fi ca﬒ on of those management 
mechanisms that exert greatest infl uence on 
concrete dimensions of compe﬒ ﬒ veness and 
eff ec﬒ veness.

All that contributed to the development of 
adapted to the Bulgarian condi﬒ ons guidelines 
for improvement of SCM, which include 8 stages 
(fi gure 1) and support the managers in the 
conceptualiza﬒ on of the road that their company 
should follow to realize be﬐ er performance 
through the achievement of SC integra﬒ on. The 
fi rst two stages are related to the SC design 
and, although the indicated in them prac﬒ ces 
are not treated in the empirical research (as well 
as the last stage), their inclusion in the model 
is appropriate in respect to the provision of a 
systems approach and completeness of the 
proposed guidelines. The rest of the stages 
(from 3rd to 7th) relate to the integra﬒ on and 
management of ac﬒ vi﬒ es in SC.

Stage 1. Understand the structure of SC and the 
alloca﬒ on of ac﬒ vi﬒ es in it.

Understanding the structural characteris﬒ cs 
of the most cri﬒ cal for the organiza﬒ on SC is 
done via such management techniques like SC 
mapping and process fl owcharts. Cri﬒ cal is that 
“supply chain, related processes, suppliers, and 
customers that off er the greatest poten﬒ al 
for achieving a compe﬒ ﬒ ve advantage...” (10, 
2002, pp. 40). First of all it is necessary to 
understand the current structure and alloca﬒ on 
of ac﬒ vi﬒ es. To achieve this aim it is possible to 
take an approach that consists of the following 
consecu﬒ ve steps:

1. Determine the main members of SC.

For more complex supply chains in which it is 
not feasible to show all the par﬒ cipants, some 
aggrega﬒ on into main ﬑ pes of members may be 
needed (8, 2001, pp. 101). It is recommended 
to refl ect the internal SC, i.e. diff erent func﬒ ons, 
departments and individuals in the organiza﬒ on, 
which take place in or infl uence the value 
crea﬒ on process. When defi ning the external SC 
structure, the number of its levels is refl ected as 
well as the number of the par﬒ cipants on each 
level or the number of the ﬑ pes of par﬒ cipants 
in more complex supply chains.

2. Determine the value proposed by the SC to 
fi nal customers and the role of each member for 
its crea﬒ on.

The value proposed by the whole SC determines 
that compe﬒ ﬒ ve dimension which contributes 
to the success or failure of the chain in its 
current state and degree of integra﬒ on. The 
formula﬒ on of the par﬒ cipants’ contribu﬒ on, 
and respec﬒ vely their role in the chain, is 
done via detailed analysis of that part of their 
opera﬒ ons which increases the compe﬒ ﬒ veness 
concerning the chosen dimension. For example, 
if the compe﬒ ﬒ ve weapon for a product is 
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quali﬑ , then the analysis has to determine those 
organiza﬒ ons in the chain, which contribute to 
the greatest extent to the high quali﬑  or those 
ones that cause its deteriora﬒ on. This analysis 
can be performed only if there is a willingness 
on the part of the organiza﬒ ons to submit the 
necessary informa﬒ on. Thus, managers can 
understand clearly the role of their organiza﬒ on 
in the SC, can re-evaluate adopted strategy 
or where in the chain the key success factor is 
situated and which par﬒ cipant has the leading 
role for its achievement.

3. Determine the processes which contribute to 
the greatest extent to value adding and describe 
the ac﬒ vi﬒ es in them through the crea﬒ on of 
detailed process fl owcharts.

The most important business processes could 
be the following: customer rela﬒ onship 
management, customer service management, 
demand management, order fulfi llment, 
inventory management, procurement, new 
products development and market introduc﬒ on, 
reverse fl ow management or other specifi c 
for the concrete organiza﬒ ons processes. In 
the descrip﬒ on of the processes the ac﬒ vi﬒ es 
in them should be determined with great 
reliabili﬑  which necessitates the support of 
the other SC members. It is possible to include 
addi﬒ onal informa﬒ on like informa﬒ on fl ows, 
﬒ me requirements for ac﬒ vi﬑  fulfi llment, moved 
distance, required resources, etc. The detailed 
process analysis allows the revela﬒ on of non-value-
added ac﬒ vi﬒ es or of the ones that are repeated 
by diff erent individuals in the organiza﬒ on or by 
par﬒ cipants in the chain. In this way processes 
can be simplifi ed and therefore costs for their 
fulfi llment can be reduced.

The result at the end of this stage should be 
the iden﬒ fi ca﬒ on of those SC members that 
have the greatest poten﬒ al to contribute to 
the SCM success. There should also be a clear 
understanding of the necessi﬑  to make changes 

in the proposed value and what should they be, 
as well as what roles should be played in the 
chain to provide the newly formulated value. The 
processes cri﬒ cal for its crea﬒ on and provision to 
customers are respec﬒ vely defi ned.

Stage 2. Defi ne the role of the organiza﬒ on in 
the SC.

At this stage the ac﬒ vi﬒ es performed by 
the organiza﬒ on are re-evaluated from a SC 
perspec﬒ ve in the following sequence:

1) Iden﬒ fy the organiza﬒ on’s competencies 
through evalua﬒ on of the fi t between the value 
it proposes and the value that is required by the 
chain. If there is a lack of fi t the organiza﬒ on’s 
par﬒ cipa﬒ on in the SC is ques﬒ onable and 
alterna﬒ ves for its par﬒ cipa﬒ on in more 
appropriate chains should be evaluated (8, 2001, 
pp. 103).

2) Outsource the ineff ec﬒ ve ac﬒ vi﬒ es to 
organiza﬒ ons that are already a part of the chain 
or could be a﬐ racted to it as new members. On 
this base role-shi﬎ ing can be done via precise 
evalua﬒ on of the par﬒ cipants’ competencies.

In this analysis it is necessary to adhere to one 
of the basic principals on the basis of which SCM 
contributes to the increase of compe﬒ ﬒ veness, 
namely the elimina﬒ on of non-value-added 
ac﬒ vi﬒ es. This can result in the reduc﬒ on of 
value-added phases (for example, due to be﬐ er 
communica﬒ on and coordina﬒ on raw materials 
or fi nal products warehouses may appear to 
be unnecessary) or in the reconstruc﬒ on of the 
chain as one or several phases are subs﬒ tuted 
for another, more eff ec﬒ ve one (for example, 
the tradi﬒ onal middlemen can be subs﬒ tuted for 
new ones: logis﬒ cs or informa﬒ on technological 
organiza﬒ ons). The elimina﬒ on of non-value-
added ac﬒ vi﬒ es results in the minimiza﬒ on of 
non-value-added ﬒ me. The increase or reduc﬒ on 
of the number of the suppliers or customers 
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will infl uence the SC structure which may 
become longer or wide (shorter or narrower 
respec﬒ vely).

3) Determine the processes to be linked with 
the main par﬒ cipants, more concretely, which 
internal processes can enlarge its scope across 
the whole chain through the integra﬒ on of the 
ac﬒ vi﬒ es that are parts of the process on both 
sides of the link. It is this integra﬒ on between 
the ac﬒ vi﬒ es that is the basic tool for the 
func﬒ oning of the SC as a whole. The number 
of the processes subject to integra﬒ on is not 
defi ned. In some cases it may be appropriate to 
link only one process and in other cases to link 
several or all of the key business processes.

Stage 3. Integrate the ac﬒ vi﬒ es performed by the 
diff erent func﬒ onal areas in the organiza﬒ on. 

The conducted research revealed that the 
achievement of a high internal integra﬒ on 
posi﬒ vely infl uence the price and quali﬑  of 
products and ROA too. Therefore, organiza﬒ ons 
that strive to good performance in these 
direc﬒ ons should integrate a greater number 
of logis﬒ cs ac﬒ vi﬒ es, invest in informa﬒ on 
technologies and systems giving the opportuni﬑  
for higher degree integra﬒ on, and ensure the 
contribu﬒ on of all company’s management 
areas to quali﬑  improvement and cost 
reduc﬒ on through synchroniza﬒ on of goals and 
performance measures and be﬐ er coordina﬒ on 
as well. A helpful tool for determining 
integra﬒ on priori﬒ es is the adherence to the 
following guidelines:

1) Develop process maps for the processes in 
the organiza﬒ on.

2) Simplify processes through elimina﬒ on 
of unnecessary or repeated ac﬒ vi﬒ es in the 
organiza﬒ on. It is useful to create cross-
func﬒ onal teams which adopt a broader system 
approach in problem solving.

3) Create condi﬒ ons for coordina﬒ on of material 
fl ows management ac﬒ vi﬒ es between separate 
organiza﬒ onal units and formulate consistent 
goals and measures. The research proved the 
importance of this prac﬒ ce for such compe﬒ ﬒ ve 
dimensions as price, quali﬑ , speed and reliabili﬑  
of deliveries, customer service, and this makes 
necessary its prac﬒ cal applica﬒ on. The inter-
rela﬒ ons between company management areas 
refl ect the need to coordinate ac﬒ vi﬒ es connected 
with the realiza﬒ on of materials fl ows. For example, 
the in-﬒ me delivery for the fi nal customer in the 
produc﬒ on by order is o﬎ en dependant on the 
perfect coordina﬒ on of the ac﬒ vi﬒ es between 
almost all management areas. The capabili﬑  to 
coordinate inter-rela﬒ ons can decrease costs and 
creates opportuni﬒ es for diff eren﬒ a﬒ on.

4) The requirement for ac﬒ vi﬒ es coordina﬒ on is 
necessary for the economic op﬒ miza﬒ on of the 
consecu﬒ ve ac﬒ vi﬒ es with the aim to refl ect the 
infl uence of the interrela﬒ ons between them 
on the performance of the organiza﬒ on as a 
whole. It is appropriate to adopt the system 
approach which is the base of the logis﬒ cs 
costs analysis and the concept of logis﬒ cs costs 
trade-off . The grouping of logis﬒ cs ac﬒ vi﬒ es in 
a separate organiza﬒ onal unit facilitates greatly 
the applica﬒ on of the system approach.

5) The integra﬒ on of the logis﬒ cs ac﬒ vi﬒ es 
is carried out through the coordina﬒ on and 
op﬒ miza﬒ on with the aim to achieve the least 
waste of ﬒ me and resources and to increase 
customer sa﬒ sfac﬒ on. The integra﬒ on on company 
level can be reached, as it was underlined, only 
if the func﬒ onal areas of company management 
have synchronized goals and strategies, 
consistent performance measures and common 
understanding of the organiza﬒ on’s mission 
and strategic goals. The integra﬒ on needs also 
to be based on the principal of con﬒ nuous 
improvement with the fi nal aim to eliminate 
waste of ﬒ me and resources and to achieve ideal 
synchroniza﬒ on between ac﬒ vi﬒ es.
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Stage 4. Build appropriate rela﬒ onships with 
important customers.

A ﬑ pical organiza﬒ on can have many rela﬒ onships 
with customers and suppliers and it is impossible 
all of them to par﬒ cipate in SC integra﬒ on. It 
was discovered that the researched organiza﬒ ons 
start the integra﬒ on eff orts fi rst of all with 
customers. Building appropriate rela﬒ onships 
fi rstly with customers is reasonable, at least from 
a marke﬒ ng perspec﬒ ve, and can be achieved 
through the following steps:

1) Classify customers on the basis of their 
rela﬒ ve importance to the long-term success of 
the company. It is not possible to provide equally 
high levels of value or customized ones for all 
customers. The previous stages are to help 
managers defi ne the customers that deserve to 
be sa﬒ sfi ed in the highest extent, the products 
or services they require, the value to be created 
by the company and the rest of the SC members. 
Aligning the company’s core competencies with 
the most important customers’ cri﬒ cal success 
factors is vital to achieving SC integra﬒ on (8, 
2001, pp. 103).

2) Implement some integra﬒ ve prac﬒ ces fi rstly in 
opera﬒ ve plan. This appeared to be a preferred 
by the researched organiza﬒ on approach. These 
prac﬒ ces are connected with the determina﬒ on 
of consistent opera﬒ ve goals and the respec﬒ ve 
ac﬒ vi﬒ es that should be carried out to achieve 
these goals. The ac﬒ vi﬒ es can be directed, 
for example, to shortening the ﬒ me for 
administra﬒ ve order processing, improving the 
﬒ meliness and reliabili﬑  of deliveries through 
joint re-evalua﬒ on of the carrier, elimina﬒ on of 
unnecessary or repeated ac﬒ vi﬒ es in dispatching 
or accep﬒ ng the delivery on both sides of the 
link. The aim here is to test some integra﬒ ve 
prac﬒ ces which can be implemented without 
considerable risk and resources and at the same 
﬒ me create prerequisites for building trust and 
strengthening the links between organiza﬒ ons – 

a necessary condi﬒ on for implemen﬒ ng the 
integra﬒ ve mechanisms, characterizing the later 
phases of the coopera﬒ on.

3) Develop stable and eff ec﬒ ve rela﬒ onships 
with customers, otherwise the eff orts to 
manage material and informa﬒ on fl ows would be 
without result. As it was proved in the research, 
building rela﬒ onships of trust and coopera﬒ on 
posi﬒ vely infl uences the speed and reliabili﬑  of 
deliveries, fl exibili﬑  and customer service. In this 
line, the prac﬒ cal applica﬒ on of the concept of 
Customer Rela﬒ onship Management (CRM) is of 
considerable importance. It directs the a﬐ en﬒ on 
of organiza﬒ ons towards the important 
customers that should receive the highest value. 
In this way they become preferred customers 
with allowed access to technological resources, 
materials in periods of shortage and so on.

4) For compara﬒ vely important customers with 
which it is not advisable to share resources 
and knowledge, stable rela﬒ onships of mutual 
benefi t are appropriate to be maintained. 
Fawset S. and Magnan G. state that here the 
goal is to achieve high levels of sa﬒ sfac﬒ on by 
mee﬒ ng their most important needs (8, 2001, 
pp.103). Over ﬒ me, some of them may become 
leaders in their markets and therefore the most 
valued customers.

5) Establish policies to eff ec﬒ vely service the 
rela﬒ onships with customers whose purchases 
are infrequent and in too small volumes. The goal 
is to achieve high levels of standardized service 
(8, 2001, pp.103). Although these customers are 
o﬎ en viewed as insignifi cant, they can be quite 
profi table as a group and some of them may 
later become leaders in the industry.

Stage 5. Build appropriate rela﬒ onships with 
important suppliers.

It is possible that the integra﬒ on with suppliers 
precedes the one with customers especially 
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in cases when the organiza﬒ on has log-term 
rela﬒ onships with some of them. Then such 
concepts as “just in ﬒ me” and “vendor managed 
inventory” can quickly be implemented among 
these suppliers. The pa﬐ ern that should be 
followed is the same as with customers:

1) Classify suppliers. The most cri﬒ cal suppliers 
are the ones with rela﬒ vely greatest importance 
for the performance of the chain as a whole. 
This means clear understanding of the suppliers’ 
performance measured with appropriate 
indicators (quali﬑ , deliveries, technology, and 
poten﬒ al for growth). This evalua﬒ on is a 
basic factor for determining the ﬑ pe of the 
rela﬒ onships to be developed.

2) As with customers here it is advisable 
to implement integra﬒ ve prac﬒ ces fi rstly in 
opera﬒ ve plan with the aim to develop trust 
between organiza﬒ ons. Trust is the main driver 
in the coopera﬒ ve rela﬒ onships, mainly the 
informal ones. The informal coopera﬒ on o﬎ en 
starts and develops between people who 
directly take part in the ac﬒ vi﬒ es to be linked in 
an opera﬒ ve plan on the basis of their personal 
contacts. The development of trust means that 
both par﬒ es are ready to take ac﬒ ons exceeding 
the partner’s expecta﬒ ons such as, for example, 
quali﬑  improvement, treatment as a preferred 
supplier or help if necessary.

3) Use a proac﬒ ve approach for the improvement 
of rela﬒ onships with the most important suppli-
ers. It brings a number of advantages concerning 
not only the reduc﬒ on of material costs but also 
the improvement of fl exibili﬑  and speed of deliv-
eries. What’s more, the suppliers can turn into 
an important source for innova﬒ on and original 
ideas, which jus﬒ fi es their inclusion in the process 
of new product development in the early stages 
of the design. The achievement of synergy with 
cri﬒ cal suppliers is based on long-term strategic 
decisions focused on strategies synchroniza﬒ on 
for maximum usage of their specifi c knowledge.

The rela﬒ onships based on trust turn into an 
intangible advantage and their management 
adds a specifi c touch to SCM besides its 
considera﬒ on from pure logis﬒ cal point of view. 
The establishment of stable inter-organiza﬒ onal 
coopera﬒ ve rela﬒ onships infl uences the 
applica﬒ on of the mechanisms for integra﬒ ve 
management of material and informa﬒ on 
fl ows in the SC, because it is a prerequisite for 
informa﬒ on sharing, development of plans for 
produc﬒ on and delivery, joint new products 
design and restructuring of ac﬒ vi﬒ es.

4) Establish effi  cient policies with valued but 
not cri﬒ cal suppliers. They may develop new 
technologies and processes that radically change 
the power rela﬒ onship in the SC or the source 
of its compe﬒ ﬒ veness. The maintenance of 
appropriate rela﬒ onships with the rest of the 
suppliers is an important capabili﬑  that should 
be developed, because their contribu﬒ on, even if 
small, is an inseparable part of the value crea﬒ on 
process in the SC.

Stage 6. Implement prac﬒ ces which integrate 
material and informa﬒ on fl ows.

At this stage the stress falls en﬒ rely on the 
management of the eff ec﬒ ve integra﬒ on. The 
evalua﬒ on of the rela﬒ onship between SCM and 
the performance of the researched organiza﬒ ons 
revealed that compe﬒ ﬒ ve dimensions such as 
delivery, fl exibili﬑  and service depend much 
more on the collabora﬒ ve eff orts of the SC 
members than on the pure internal company’s 
capabili﬒ es. What’s more, it was proved that 
enterprises can achieve improvement of ROA 
if they broaden the management of material 
and informa﬒ on fl ows out of the company’s 
boundaries and build coopera﬒ ve rela﬒ onships 
not only with their direct suppliers and customers 
but also with those on the second and higher 
levels. That is why, organiza﬒ ons that strive to 
develop capabili﬒ es for the provision of in-﬒ me 
and reliable deliveries, high customer service and 
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greater fl exibili﬑ , and to increase ROA, should 
apply the best prac﬒ ces for external integra﬒ on. 
It is recommended before the implementa﬒ on 
of the integra﬒ ve mechanisms to determine 
the internal and external factors which hinder 
it and a﬎ erwards to seek opportuni﬒ es for 
improvement. The developed specifi c programs 
have to be implemented fi rst as pilot projects 
with those main suppliers and customers 
with whom there is already established trust. 
These mechanisms are advisable to be applied 
considering the following recommenda﬒ ons:

1) The SC integra﬒ on should begin with the 
determina﬒ on of a common vision of the SC 
mission and the formula﬒ on of consistent goals 
to direct and mo﬒ vate the integra﬒ ve behavior. 
The forma﬒ on of this vision should be based 
on the understanding of the proposed value to 
customers. The mission and goals are defi ned on 
the highest management levels in SC organiza﬒ ons 
but they should be brought to the knowledge 
of all employees and be refl ected in everyone’s 
concrete responsibili﬒ es. The populariza﬒ on of 
the mission and goals is necessary to aff ect the 
employees of all main SC organiza﬒ ons which 
par﬒ cipate in the integra﬒ ve eff orts.

2) Increase the frequency of communica﬒ on 
with important customers and suppliers and 
broaden the content of the shared informa﬒ on. 
The research underlined the uncondi﬒ onal 
importance of the characteris﬒ cs of the 
shared informa﬒ on for SC integra﬒ on and its 
members’ performance. Organiza﬒ ons can share 
diff erent ﬑ pes of produc﬒ on and forecast data 
including product-level and part-level material 
requirements planning schedules, as well as 
demand informa﬒ on. All that facilitates the 
planning of capaci﬑ , inventory requirements 
and human resources. Cost data may also be 
shared to iden﬒ fy non-value-added cost drivers 
(such as scrap, excess inventory, re-work, etc.), 
which can be reduced through joint eff orts (10, 
2002, pp. 17).

Here it is necessary to emphasize that the links 
between ac﬒ vi﬒ es carried out by the diff erent 
SC members are developed not only through 
the process of informa﬒ on and knowledge 
sharing, but also through the process of 
adapta﬒ on which includes logis﬒ cs, technical 
and administra﬒ ve elements as well as the 
personal rela﬒ onships between individuals. 
The adapta﬒ on process strengthens the links 
between par﬒ es and can include modifi ca﬒ on 
of products, of logis﬒ cs technology (transport, 
material handling, packaging, labeling, etc.), of 
administra﬒ ve systems and produc﬒ on processes 
with the aim to achieve more effi  cient usage of 
resources. Managers, logis﬒ cians and engineers 
from supplying organiza﬒ ons may visit customer 
facili﬒ es to address possible improvements in 
products or processes that can lead to faster 
material fl ows or reduced costs connected 
with their movement. Organiza﬒ ons should re-
evaluate common ac﬒ vi﬒ es such as inventory 
management and order processing. The 
following ques﬒ ons have to be answered: where 
should inventories be allocated; which are the 
appropriate levels of inventories, and which SC 
par﬒ cipants have the competences to manage 
them.

3) Use and share consistent performance 
measures which guarantee that all par﬒ cipants 
act towards the formulated goals. This prac﬒ ce 
exerts greatest infl uence on the speed and 
reliabili﬑  of deliveries in the researched 
organiza﬒ ons. Apparently, in order to achieve 
these ﬒ me advantages, management decisions 
should rest on objec﬒ ve performance informa﬒ on 

which should be shared with the main SC partners. 
In the ideal case this informa﬒ on should cover 
all areas that can be quan﬒ ta﬒ vely measured as, 
for example, inventory levels, ﬒ me for carrying 
out ac﬒ vi﬒ es that are parts of a process, 
customer service levels, sales, market share, 
costs, quali﬑ , etc. The well developed measures 
form a base for SC understanding, infl uence 
the management decisions in it and provide 
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informa﬒ on about the results of SC members’ 
joint eff orts. The concept of SCM requires the 
performance measurement of the chain as a 
whole as a result of the integra﬒ ve eff orts rather 
than the separate measurement of its members’ 
performance (5, 2000, pp. 75-94). This includes 
the evalua﬒ on of a broad scope of phenomena 
indica﬒ ve of the en﬒ re SC performance as, for 
example, the measurement of: changes of the 
average inventory levels and inventory turnover 
in the chain; ﬒ me for new product development 
and introduc﬒ on; share of right orders; cash-to-
cash cycle; ﬒ me for SC reac﬒ on to fl uctua﬒ ons 
in demand; total SC costs; SC capabili﬑  to react 
to urgent fi nal customers’ needs and to adapt 
to demand changes and so on. These measures, 
as it can be seen, are directed towards the key 
business processes and require the adop﬒ on of 
a process-oriented management approach and a 
higher degree of informa﬒ on sharing as well.

4) Use appropriate methods for 
communica﬒ on and include more par﬒ cipants 
in the informa﬒ on sharing for SC integra﬒ on. 
Bulgarian organiza﬒ ons which apply these 
two prac﬒ ces are notable for higher fl exibili﬑ , 
speed and reliabili﬑  of deliveries and improved 
ROA. That is why, enterprises striving to 
reach improvements in these areas should use 
such communica﬒ on methods as organizing 
workshops in which par﬒ cipants’ plans are 
revealed, mee﬒ ngs between employees on all 
organiza﬒ onal levels and from all func﬒ ons, 
and establishing joint teams for products 
and processes. It is possible to conduct 
regular mee﬒ ngs of SC councils which include 
representa﬒ ves from all SC members. They aim 
to seek and implement changes in policies and 
informa﬒ on systems, which could reduce SC 
costs and eliminate non-value-added ac﬒ vi﬒ es. 
The forma﬒ on of cross-func﬒ onal and inter-
organiza﬒ onal teams for the management 
of a process or a project is one of the most 
frequently used tools for SCM in developed 
countries.

Stage 7. Create appropriate informa﬒ on and 
technological structure.

It was discovered that the investment in 
informa﬒ on systems integra﬒ ng the internal 
ac﬒ vi﬒ es posi﬒ vely infl uences all dimensions of 
performance, and investment in compa﬒ ble for 
SC members informa﬒ on technologies works 
in favour of fl exibili﬑ , market share, profi t and 
ROA. Informa﬒ on technologies and systems 
automate processes, support management 
decision-making, and eliminate the increase 
of ﬒ me for process fulfi llment connected with 
the lack of appropriate informa﬒ on. The use 
of informa﬒ on technologies in communica﬒ on 
allows the representa﬒ ves of diff erent 
func﬒ ons and organiza﬒ ons to par﬒ cipate 
mutually in the coordina﬒ on of opera﬒ ons and 
problem solving.

The informa﬒ on systems deployed in the 
organiza﬒ on and across the SC partners is the last 
element of SC integra﬒ on. Only a﬎ er the clear 
defi ni﬒ on of structure, processes, rela﬒ onships 
with main partners, and the applied integra﬒ ve 
mechanisms, companies can pay a﬐ en﬒ on to 
the choice, implementa﬒ on and use of the 
appropriate informa﬒ on technologies. Since they 
are a tool for the achievement of integra﬒ on, 
the main goal is to use them in support of the 
business processes which have already been 
improved (10, 2002, pp. 27).

Since many alterna﬒ ves exist such as 
standardized so﬎ ware applica﬒ ons as well 
as customized ones, their analysis and choice 
should be based on the requirements imposed 
by processes and par﬒ cipants’ needs. It is 
possible to choose so﬎ ware applica﬒ ons for SC 
informa﬒ on exchange developed by specialized 
informa﬒ on technological companies and 
applica﬒ ons proposed by the main suppliers of 
ERP systems (SAP, Oracle and others). Most 
companies in the foreign prac﬒ ce that seek 
informa﬒ on transparency in the chain buy 
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such specialized so﬎ ware systems and build 
long-term rela﬒ onships with their suppliers. 
Pilot projects in this area are a way to realize 
improvements for rela﬒ vely short ﬒ me, to test 
some technologies, and to avoid the risk of 
failure in the implementa﬒ on of large scale 
projects.

Stage 8. Periodical re-evalua﬒ on and con﬒ nuous 
improvement.

SCM require rapid adapta﬒ on to the dynamics 
of the compe﬒ ﬒ ve condi﬒ ons because 
unexpected changes in the environment 
can impose re-evalua﬒ on of the current 
partnerships, some of which can appear to be 
subop﬒ mal in rela﬒ on to the new condi﬒ ons 
and this can lead to structural changes in the 
chain. To ensure that fl exibili﬑  the following 
steps are necessary to be taken (8, 2001, 
pp. 104):

1) Formalized periodic environmental, 
technology, and industry scans. These scans 
can include benchmarking against SCM leaders, 
re-evalua﬒ on of SC alterna﬒ ves and balancing 
the short-term and long-term organiza﬒ on’s 
interests with those of the most important 
customers and suppliers.

2) A pursuit of con﬒ nuous improvement 
which must unleash the crea﬒ vi﬑  of all 
SC par﬒ cipants. This can be reached, for 
example, through formalized programs which 
on one side must encourage the teamwork in 
SC processes management, and on the other 
side, to reveal opportuni﬒ es and mo﬒ va﬒ on 
for the sa﬒ sfac﬒ on of team members’ specifi c 
interests. In line with the concept of total 
quali﬑  management which is consistent with 
SCM, the necessi﬑  of con﬒ nuous improvement 
should develop in the consciousness of all 
par﬒ cipants in the value crea﬒ on because there 
are always opportuni﬒ es for improvement that 
can lead to greater integra﬒ on.

Conclusion

The proposed guidelines for SCM 
improvement contain concepts that 

are broad and general because each supply 
chain is unique and connected with diff erent 
opportuni﬒ es, challenges and poten﬒ al 
confl icts. Although most of the concepts 
look to be apparent, they are not always 
easily applicable, but anyway, they represent 
an acceptable set of basic rules for SCM 
applica﬒ on which provide a suppor﬒ ng point 
for each organiza﬒ on intending to take a 
strategic ini﬒ a﬒ ve in this direc﬒ on. It must be 
ready to cooperate, to improve rela﬒ onships 
and to solve problems with its partners. The 
guidelines could help managers to choose 
partners and manage the chain in a way to 
increase its compe﬒ ﬒ veness, because they are 
based on the proved fact that SC integra﬒ on 
leads to be﬐ er performance of organiza﬒ ons.
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