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Piemysl Pisaf (Czech Republic), Vaclav Kupec (Czech Republic)

INNOVATIVE CONTROLLING
AND AUDIT — OPPORTUNITIES
FOR SMEs

Abstract

This research is oriented to SME’s innovation activities, its management system and
competitiveness based on innovations. Research is focused on causalities between in-
novative controlling, audit, enterprise innovation activities and the results put in con-
text with ROA, ROE, turnover. Data for this research were collected in 317 European
SMEs by researches by using questionnaire and analyzed by advanced statistical meth-
ods. The aim of this research is to identify key factors for successful innovation en-
terprise activities, to define weaknesses and common mistakes. Secondary aim is to
design controlling process for SME’s innovation activities. The findings of this research
are opening up topics for further research.

Keywords audit, controlling, innovation, process, SMEs

JEL Classification  L11,L15, M10, M15, M42

INTRODUCTION

Innovative control and audit as an opportunity for small and medi-
um-sized enterprises (SMEs)? Why bother with the controlling man-
agement of innovation processes? Innovation is the main driving force

of the business and a natural part of it. Thanks to innovations (strate-
gic, product, technology or process), businesses grow and gain a major
competitive advantage. It is however vitally important to recognize

that the innovative process is one of the riskiest areas for a business —
its sales, marketing, technical or financial mismanagement may lead

to bankruptcy. Innovations are not just about ideas; they are primar-
ily about the ability of management to manage their implementation.
Innovations provide enterprises and in particular SMEs with not only
a great opportunity, but also a great threat. A suitable tool for manag-
ing innovation activities can be controlling, or in the case of process

innovations, auditing as well.

The below presented literature review serves as literary input for
the perception of the issue being solved. For the purpose of this re-
search, SME is defined accordingly with the EU recommendation no.
2003/361. The issue that is being dealt with here are business processes
and the need for their continuous innovations, in accordance with the
basic Draheim’s thesis (2010, p. 11): “Businesses are made of process-
es. Enterprises strive for excellence in business processes”. Corporate
processes are therefore in the following text, i.e. research, regarded in
view of the primary theory according to Weske (2012, p. 5): “A busi-
ness process consists of a set of activities that are performed in coor-
dination in an organizational and technical environment. These ac-
tivities jointly realize a business goal”. The integrity of this teaching
is verified also by Svozilova (2011, p. 14) who additionally sees logical
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and defined results. In the practical interpretation,

we can interpret these statements as a continuous effort of a business to ensure excellent business per-
formance through process innovations. According to Stanculescu (2015), as for stimulating innovation

activity of SMEs in the EU over the last four to five

years, the number of SMEs, which conduct research,

development and innovation or have the necessary means for the assimilation of RDI results, available
on national and international community, is still very low. Based on previous finding, supporting the
SMEs and their innovation activities is the basic task for the EU and research objective.

1. LITERATURE REVIEW

Business processes can hold many forms, as well
as delimitations. Processes must be continuously
evaluated and streamlined, which is confirmed
for instance by Repa (2012, p. 15) who also con-
firms the above definitions of business process-
es. The importance of professional care for busi-
ness processes is highlighted also in the report of
McKinsey and Company (2017, p. 16).

To follow the abovementioned Draheim’s theory
about businesses (2010, p. 10) that strive for qual-
ity processes, it is necessary to highlight the ac-
tivities that ensure quality processes. The perspec-
tive of the presented text and research is primarily
innovations. To capture them, Goller and Bessant
(2017, p. 3) state the following: “Although there
are many definitions of innovation at its simplest,
it is the process of creating value from ideas”. In
the same publication, Baumol subsequently adds:
“Virtually all of the economic growth that has oc-
curred since the eighteenth century is ultimately
attributable to innovation” (Goller & Bessant, 2017,
p. 3). Based on Dobrovic et al. (2018), the indica-
tor of efficiency of competitiveness bears witness
to the fulfilment of those goals of the sustainable
growth. On the basis of these theories, there is re-
ally obvious importance of the application of in-
novative approaches in the processes of manage-
ment practice, which is also verified by Zauskova,
Bobovnicky, and Madlenak (2013, p. 256).

Managerial practice has identified innovation as
a central success factor for companies today, and
CEOs underline innovation’s importance with
statements such as “all I've done since I got here is
focus on one word: innovation” (Zacharias, 2011, p.
1). Innovations alone do not, however, ensure im-
provement. They must always be part of yet anoth-
er process, which subsequently fulfils the Goller
and Bessant’s (2017, p. 3) theory of creating val-
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ue. According to Goffin and Mitchell (2017, p. 2),
innovative approaches are as follows: “Innovation
is an exciting topic because successful innovation
cuts across functional boundaries - from research
and development (R&D) to marketing; it relies on
different disciplines”. This is in an interdiscipli-
nary context confirmed also by N. Vitezi¢ and V.
Vitezi¢ (2015, p. 176). In the following text, these
disciplines will be controlling and audit.

The interplay between innovations and controlling
is based on the definition of controlling. “The typ-
ical controlling process is designated to plan, ob-
serve and steer enterprise and business process-
es. In this way, controlling has to generate com-
pressed information to support the management
in its decision processes”. (Kamps, 2013, p. 60). He
adds that controlling is necessary for effective in-
novations. The initial theories of controlling are
based on its historical focus. This concept, howev-
er, has evolved and controlling today is regarded
in a modern perspective.

Modern controlling can be represented through
the following theory: “Controlling can sup-
port management by identifying, planning and
steering decisions which contribute to the add-
ed-value of the company”. (Laval, 2018, p. 13).
The orientation of modern controlling to the
future and planning is also evident in Benedic
(2015, p. 153). “Controlling is one of the new
approaches which helps management to adapt
better to new circumstances, to build vital and
vivid organizations, capable of facing new chal-
lenges”. These theses are subsequently verified
and extended also by Pisatr and Havli¢ek (2018,
p. 1172). Adding the management value is also
the task of the audit.

Also, modern auditing approaches are fully con-

sistent with the theory of Laval (2018, p. 13) on
adding the value of the company. The added val-
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ue of conducting audits through departmental
perspective is mentioned by Pickett (2010, p. 32)
who also highlights the positive impacts of audit
on corporate operations, risk management, just as
well on the process control. It is important to men-
tion that this concept of audit focuses on its inno-
vative application in today’s businesses. Selected
audit approaches that will be methodically ap-
plied in the following research are further analyz-
ed and theoretically complemented by Jukka, M.
Niskanen, and J. Niskanen (2018, p. 450), Rezaeia
and Mohd-Saleh (2018, p. 886), or by Kupec (2017,
p. 28) in the context of the digital environment.
The above-named authors verify the importance
of the application of auditing techniques across
the processes of various businesses. Today, an au-
dit is not only based on “hard” control approach,
but focuses mainly on the “soft” consultation con-
cept (Moeller, 2011, p. 32). These processes are cur-
rently undergoing rapid development, agile im-
pacts or large degree of automation. It is, therefore,
necessary to approach them with adequate care of
digital audit in accordance with the teaching of
Kupec (2017, p. 28).

The above selected theoretical concepts refer to
terms which are then worked within the present-
ed text and the entire research. It can, however,
be hypothetically assumed that the two named
techniques in the concept of Kupec (2017, p. 28),
Pisaf and Havlicek (2018, p. 1172) are able to con-
tribute significantly to the innovativeness of the
selected corporate processes/SME in the Mares
and Petra concept (2018, p. 207). How is possible
to accomplish the indicated task is described sys-
tematically in the following portion of the text
on the selected methodology of the presented
research.

2. AIM, METHODOLOGY
AND DATA

The research limitation concerns the (im)possibil-
ity to directly assess the impact of innovative con-
trolling and innovative audit on overall health and
performance of SME in relation to the time factor
when their influence will manifest. Innovation ac-
tivities of the enterprise are generally manifested
in the longer term, especially in the area of prod-
uct and strategic innovations. The somewhat earli-
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er effect comes in the area of process innovations,
but it is necessary to realize that the design, de-
velopment and implementation of important pro-
cess innovation in all its stages is not a question of
weeks or months, but usually long term. A ques-
tion arises, how to measure the impacts of inno-
vative controlling and audit when these cannot
be measured directly? Controlling and its level of
maturity is not able to evaluate directly, because
there are many other influencing factors. Similar
restrictions are imposed on the evaluation also
by innovative audit, the impact of which on the
overall health, performance of the business and
its competitive advantages cannot be measured
directly.

The main objective of the research is to define the
essential key factors for the successful innovation
activities of an enterprise. The secondary objective
is to define the weaknesses of the innovation ac-
tivities of the enterprise and threats for SME aris-
ing therefrom, establish modern innovative con-
trolling and audit processes.

Following the findings obtained in the framework
of the conducted research will then be examining
the issue of utilization of controlling and audit to
increase the success of the innovation process for
SME. If the correlation between the level of im-
plementation of controlling and audit manage-
ment with an innovative plan and its fulfilment is
demonstrated, then the acquired knowledge can
be used to connect the academic and business sec-
tors and can help increase the success of innova-
tion activities of SMEs.

The following hypotheses were defined in order to
fulfil the objectives of the research:

HI: If the correlation of innovation activities of
the enterprise and the degree of controlling
implementation in SMEs has a very close
relationship of the min. value of 0.7 of the
Pearson correlation coefficient, the innova-
tion activity of the enterprise can be support-
ed by the development of the business’s con-
trolling management.

H2: If the correlation of innovation and innova-
tive audit plan has a very close relationship
of the min. value of 0.7 of the Pearson corre-
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lation coefficient, the innovative activities of

the enterprise can be supported by the devel-

opment of an innovative audit.
H3: Ifthe observed correlation level of innovation
activities, financial health and performance
of the business achieve at least moderately
the tight status of the min. Pearson correla-
tion coefficient value of 0.4-0.7 - moderately
tight correlation, consistent management of
innovation activities can be declared to be
essential for the financial health and perfor-
mance of the business.

2.1. Data sources

The study is based on a sample of 317 European
SMEs (206 SMEs from CZ). The examined data
were obtained on the basis of a survey in SMEs.
Survey questionnaire questions on first part
were oriented on management system, financial
analysis, HR, innovations and changes manage-
ment, strategic management, quality manage-
ment and other areas. Second part of question-
naire is depth research, which was focused on
innovation management in form of researchers’
interviews with top and middle management
and also with staff. Main principles of question-
naire first parts was the evaluation scale, based
on predefined key. Second survey part was used
for depth understanding, how innovation man-
agement is operated in SMEs, to define main fac-
tors and design innovation controlling process.
Another part of the research were local inquir-
ies and structured interviews with management
and employees of enterprises focused on con-
trolling, audit and innovative business plan of
the enterprise in order to define the key factors
for the successful innovation activities of the
enterprise. The research was conducted on da-
ta for the period 2017-2019. In order to demon-
strate the reliability of the data obtained, the
Cronbach alpha statistical calculation was used,
which takes values in the range 0 to 1, the value
0.7 or more meaning high consistency, and relia-
bility - i.e. the reliability of the analyzed data and
conclusions.

When demonstrating the dependency of variables,

the research will focus on the evaluation of the re-
lationship between the level of maturity of the in-
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novation plan and the indicators of financial anal-
ysis. The conclusions of the statistical analysis will
be verified in experimental testing on individual
SMEs to meet the objectives of the research — de-
fining the main factors that promote or threaten
the innovation activity of SMEs. The result should
be obtaining knowledge about the key areas that
are crucial for the successful innovation process
of the enterprise.

2.1.1. Variables examined

Operative controlling — Evaluation of the execu-
tion and implementation of controlling activities
in the short term. The level of controlling process-
es is evaluated based on the Capability Maturity
Model Integration (CMMI) methodology.

Strategic controlling - Evaluation of the execu-
tion and implementation of controlling activities
in the long term. The level of controlling process-
es is evaluated based on the CMMI methodology.
The allocation of the assessment of the controlling
activities is of particular importance with regard
to the characteristics of innovations (process in-
novations — short to medium-term, product inno-
vations — medium to long-term, strategic innova-
tions — long-term).

Innovation plan - Level of existence, implemen-
tation and development of innovation plan in
the examined business, with an emphasis on the
methodology for the assessment of the success of
innovations and the feedback for the development
of the innovation plan.

Innovative audit — Level of conducting an innova-
tive audit in the enterprise, its frequency, the ac-
ceptance of the conclusions as an impulse for con-
tinuous improvement — particularly in the area of
business processes.

In the second phase of the research, there were
examined the variables indicative of the financial
health of the enterprise and its economic activ-
ity in relation to the innovation activities of the
enterprise:

Annual turnover of the enterprise — the amount

of funds received by SME in a specific period (the
fiscal period).
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Return on Equity (ROE) - return on equity capital
ROE = EAT/equity capital

Return on Assets (ROA) - return on the company
assets ROA = EBIT/assets

2.1.2.Correlation analysis

To determine the dependency of variables, the
method of Pearson correlation coefficient cal-
culation was used, which measures the strength
of the linear dependency between two variables.
The Pearson coefficient is a parametric statis-
tical test to determine how close the correla-
tion of the variables is (to 0.20 the correlation
is negligible, 0.20-0.40 is not a very close corre-
lation, 0.40-0.70 is moderately tight correlation;
0.70-0.90 is a very close correlation and more
than 0.90 is an extremely close correlation).The
results of the correlation analysis allow confir-
mation or refutation of the hypotheses HI, H2
and H3.

2.1.3.Experimental testing

If at least the moderately close correlation relation-
ship between the variables is proven, a research
sample will be generated for further investigation.
This sample will be then used for experimental
verification in qualitative research in SME of the
validity of detection of the correlation analysis
with the emphasis on achieving the objectives of
the research.

2.1.4. Definition of the basic key factors for the
SMES’ successful innovation activities

Another part of the research will be carried out
based on local surveys and structured interviews
with the management and employees of the en-
terprise with the focus on the area of controlling,
audit and innovation plan of the enterprise with
a view of ascertaining the key factors for the suc-
cessful innovation activities of the business.

3. EMPIRICAL RESULTS
AND DISCUSSION

The data were analyzed using an IBM statistical
program SPSS ver. 25.
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3.1. Verifying the consistency
and reliability of the examined
sample and the reliability
of the data analyzed

The analyzed sample n = 317 was tested in the first
stage in terms of the integrity of the tested varia-
bles using the SPSS program. The analyzed sample
satisfied the data completeness to 100%. The next
step was testing the reliability - the reliability of
the analyzed data using the Cronbach Alpha cal-
culation. The calculation of this indicator reached
a value of 0.909. On the basis of this result, the ex-
amined data can be declared highly consistent and
reliable.

3.2. Correlation analysis

The purpose of correlation analysis is to determine
whether the variables selected for this research
show the dependency in relation to the innovation
plan of the enterprise. The results of the correla-
tion analysis are given in Table 1.

The correlation analysis of the values of the
examined variables confirmed the high level
of correlation of the examined variables of the
value of dependency that the Pearson correla-
tion coefficient takes; can be interpreted in the
variables of the innovation plan, operative con-
trolling and audit as very tight. The correlation
between strategic controlling and innovation
plan can then be interpreted as a moderate-
ly tight to very tight correlation. It is however
important to note that SMEs generally exhibit
lower activity in the areas of strategic planning,
which may explain the lower correlation coeffi-
cient in Table 1.

Based on these findings, the hypothesis HI can be
declared partly established.

HI: If the correlation of innovation activities of
the enterprise and the degree of controlling
implementation in SME has a very close
relationship of the min. value of 0.7 of the
Pearson correlation coefficient, the innova-
tion activity of the enterprise can be support-
ed by the development of the business’s con-
trolling management.

http://dx.doi.org/10.21511/ppm.17(3).2019.15
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Table 1. Correlation analysis of variables

Source: Processed by authors using SPSS.

e : . ! Innovative . L Strategic
Specifications i Innovation plan : R i Operative controlling : g
: : audit : controlling
 Pearson correlation ¢ 1 Ta 834 b2z
Innovation plan isig,-,(,zit?‘,”‘?d,) 777777 - ~.000 ~.000 ~.000
N ””317 ”31777 7”3177” - 737177
Pearson correlation 774** 1 715%* .636**
Innovative audit : Sig.(2-tailed) .000 - .000 .000
N ””3717 ”31777 B ”317”7 - 737177
i Pearson correlation 834 71T 1. _702*
Strategic Sig.(2-tailed) .000 .000 - .000
controlling  B5Rii i Sl D sl - B
N ””317 ”31777 3 7”3177” ) 73177
) Pearson correlation .622** .636** 702%* 1
Operative Sig.(2-tailed) .000 .000 .000 -
controlling R i ARy - fRr—
317 317 317 317

Note: **Correlation is significant at the 0.01 level (2-tailed).

In the area of innovation activities and opera-
tive controlling, the Pearson correlation coeffi-
cient reaches the value of 0.834. In the area of
innovation activities and strategic controlling,
the Pearson correlation coefficient is at the lev-
el of 0.622, which can be also interpreted as a
moderately tight condition. This finding also
reflects the fact that SMEs place less emphasis
on strategic controlling, nevertheless the de-
pendency between strategic controlling and in-
novation activity of the enterprise is significant,
and their correlation can be described as mod-
erately tight.

In the area of innovation activities and innovative
audit, the Pearson correlation coeflicient reaches
the value of 0.774. The hypothesis H2 can be de-
clared to be confirmed.

H2: If the correlation of innovation and innova-
tive audit plan has a very close correlation
relationship of the min. value of 0.7 of the
Pearson correlation coefficient, the innova-
tion activities of the enterprise can be sup-
ported by the development of innovative
audit.

The dependency between the innovative plan of
the enterprise, the operative and strategic con-
trolling and the innovative audit confirms that
the increase in the business’s activity in the area
of controlling and innovative audit at the same
time supports the innovation activities of the

http://dx.doi.org/10.21511/ppm.17(3).2019.15

enterprise. This suggests that the increase in
the activity of the examined variables will at the
same time lead to the increase of the innovation
activities of the enterprise.

The research was additionally focused on prov-
ing or disproving the hypothesis H3. To this
effect, financial indicators ROA and ROE were
analyzed along with the indicator of the turno-
ver of the undertaking in relation to the innova-
tive activities of the enterprise. This is described
further in Table 2. The examined data did not
confirm the hypothesis H3 and it can be consid-
ered refuted.

H3:  Iftheobserved correlation level of innovation
activities, financial health and performance
of the business achieve at least moderately
the tight status of the min. Pearson correla-
tion coefficient value of 0.4-0.7 - moderately
tight correlation, consistent management of
innovation activities can be declared to be
essential for the financial health and perfor-
mance of the business.

Correlation analysis of the values examined of
the variables confirmed negligible to not very
tight correlation between the examined varia-
bles. As it is clear from the above findings, the
financial health of the enterprise and its turno-
ver are conditioned by other factors and the in-
novation plan in this case is only one of several
critical factors.
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Table 2. Correlation analysis between the innovation plan and the financial analysis indicators

Source: Processed by authors using SPSS.

Specifications Innovation plan Turnover x 1000 ROE ROA
i Pearson correlation 1 .346** .290** .001**
Innovation plan Sig. (é-féiled) . - OOO 000 77777 .987
N . 317” 7777777 317 h 317 77777 317
TN " S SR B 15
Turnover x 1000  Sig. (2-tailed) .000 - .159 725
Wy ww
Pearson correlation .290%* .079%* 1 104**
ROE Sig. (2-tailed) .000 .159 - .066
N - 317 317 317 317
Pearson correlation oo1** —.020%* 104 1
ROA Sig. (2-tailed) 87 725 066 -
N . 317” 7777777 317 h 317 77777 317

Note: ** Correlation is significant at the 0.01 level (2-tailed).

3.3. Definition of the key areas
for the successful innovation
activities of enterprise

The analysis of variables for the examined sample
of SME n = 317, their dependencies and experi-
mental testing, the key areas for the successful in-
novation activities of the enterprise were defined
based on a qualitative research through a struc-
tured dialogue.

3.3.1.Key factors for successful strategic
innovations

Within the framework of defining the key factors
for the successful strategic innovations, it can be
concluded that in a SME controlled by a dominant
(directive) manager, strategic steering is often sup-
pressed at the cost of operational and intuitive man-
agement. As such reality implicates, the frequency
of strategic innovations is lower in comparison with
product and process innovations. In contrast, com-
panies with a higher degree of controlling imple-
mentation and the degree of utilizing audit are usu-
ally more active in strategic business management
of the business. Defining clear key areas for the suc-
cessful strategic innovation in SME is difficult; the
authors nevertheless suggest the following areas for
doing so:

Precise research and analysis of the environ-

ment - strategic innovations are associated with
high costs and risks. Therefore, precise research
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and analysis are necessary and help reduce the
level of risk.

Thorough planning of innovative objectives —
strategic innovation is inherently a long-term
project. Without thorough resource planning,
a timeline and an effective control mechanism
of achieving the objective, such project has no
chance for success. In SME, this factor is often
underestimated, which is usually associated
with the extension of the period of implementa-
tion, failure of the innovation process and in ex-
treme cases also the bankrupt of the enterprise.

Controlling process - clearly defines the need
for fundamental reform of strategic innovation
or its termination in case the achievement of
the set goals repeatedly fails. It is essential for
the enterprise. Especially for SMEs it is in the
area of strategic innovation very important to
be able to discontinue a failed innovation and
admit that the costs associated with it must be
labelled as “sunk”. That situation can be avoided
by carrying out a thorough, rigorous and cycli-
cally innovative controlling so that the enter-
prise had, in the event that deviations occur, a
space for response and timely correction.

3.3.2. Key factors for successful product
innovations

Increased activity and successfulness of product
innovations are linked with higher level of im-
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plementation of particular operative controlling.
For the successful product innovations, all of the
above factors can be used; the authors propose yet
other:

o Precise marketing survey in order to deter-
mine market expectations, customer wishes
and needs, sales forecasting - if the survey is
insufficient, inaccurate or completely wrong,
then the innovative activities of the enterprise
are based on erroneous assumptions.

o  Precise survey of competition - if it is not im-
plemented or if it is incorrect, then the enter-
prise may invest in innovations that are used
already by competing undertakings, or that
are retreated from by them.

o Setting goals, plans and compliance - is a
very common mistake in product innova-
tion. In the aftermath of faulty planning and
goal setting, there is a mistaken capacity and
resources planning by the enterprise (finan-
cial, human, ...), when the innovative activity
can be significantly damaged or completely
terminated.

o Timing - product innovation can only be suc-
cessful if introduced to the market with the
right timing. If the product is launched to the
market too early or on the contrary too late,
entire innovation project may be devalued.

o Marketing innovation commercialization
(marketing of innovations) — the right choice
of marketing communication is crucial for the
success of product innovation and it pays off
to devote sufficient time and other resources
to this aspect.

o Development of product innovation plan and
product lifecycle management - especially in
SMEs, this factor is often ignored and the en-
terprise exerts much effort and invests a lot
in the promotion of a product that was once
interesting for the market, failing to realize
early enough that the market preferences have
changed. To limit this effect, it is advisable to
use for instance the Boston matrix, when an
undertaking repeats that method at adequate
regular intervals, monitors and predicts the

http://dx.doi.org/10.21511/ppm.17(3).2019.15
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movement of the product in different sectors
of the Boston matrix.

« Early termination of innovation project - in
order to minimize losses in the event that
milestones are not met is another quite fre-
quent mistake of SME. Enterprise must clear-
ly define the expected performance of prod-
uct innovations and compare the actual val-
ues achieved to the planned state and, in case
a deviation occurs, eliminate that as soon as
possible. To that end, it is very convenient to
use innovative controlling.

3.3.3. Key factors for successful process
innovations

This can be based on the factors listed in subsec-
tions 4.3.1 and 4.3.2. However, process innova-
tion is different by nature. Processes in businesses
should evolve over time along with the business.
This however does not often happen, and the en-
terprise then clings to the processes that are ineffi-
cient and ossified due to the constantly changing
business environment. Audit of the enterprise can
be considered a key tool for process innovations.
Based on the findings of the innovative audit, the
enterprise then analyzes the existing processes
and proposes innovation to those.

The human factor is fundamental and critical to
the success of any innovation and in particular
the process one. People in general tend to reject
changes - specifically process innovations. There
are many reasons for this behavior; it is however
necessary to acknowledge that any process inno-
vation, which will not be accepted by the human
factor, will be doomed to failure. SMEs then in
practice spend a considerable amount of time, en-
ergy and capital on process innovation and neglect
to make a similar investment in communication,
training and belief - it means in the acceptance of
process innovation by the human factor.

Information system and effective form of commu-
nication are necessary for successful process inno-
vations. Businesses are aware of that, but the im-
plementation of information systems and innova-
tions in corporate communication lag behind that
awareness. The culprit is often the human factor
again, as well as rejection of changes, but so is poor
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choice of the information system and communi-
cation platform with respect to the size of the en-
terprise and its needs.

3.4.Innovative controlling

The research has identified that enterprises with
greater involvement of controlling in the business
management of the enterprise and innovations
used a modern future-oriented controlling con-
cept. In these enterprises, controlling is focused
on the analysis of historical data and their com-
parisons with the current results, primarily for the
purpose of more accurate planning and achieving
the set goals. It is oriented to the future and is an
ideal tool for managing innovations, especially
product and strategic innovations. The main prin-
ciple of controlling is explained in Figure 1.

« Innovative goal - most often it can be a prod-
uct or process innovation. Controlling and
its activities provide valuable data for cre-
ating the business strategy of the enterprise.
Innovative controlling then usually triggers
innovations of strategic nature.

o Innovation plan - describes the strategy to
achieve the goal - a successful innovation.
This plan includes planning of resources, risk

No

deviation

General
principle

General

@

Correct action

management, budget, expected outcomes and
other essential components.

Action - starting to implement the plan
and continuing until the innovation goal is
achieved.

Measurement and evaluation — at a regular
adequate interval continuously until the goal
is achieved.

No deviation is found - in this case, the pro-
cess of innovation controlling will continue to
achieve the goal.

Deviation identified - if the innovation con-
trolling process reveals a variation in the per-
formance of an innovation goal, then it may
be a deviation positive or negative.

Negative deviation — the achievement of the
innovation goal is threatened. The innovation
fails to meet the planned expectations — these
may be, for example, low sales, higher costs,
poor quality, failure to meet customer expec-
tations, failure to meet the expected deliver-
ies, etc. Those negative deviations are then
reflected back to the financial stability of the
enterprise. A very significant step and role of

Source: Own processing by authors.

Figure 1. Main principle of innovative controlling
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innovative controlling is considered the pos-
sible termination or a major restructuring
of the innovation plan or the innovation. A
common mistake especially in SMEs is fierce
continuation of the innovation process with
the expectation that the situation will change.
Then controlling, when the possibilities for ac-
ceptable solutions are withdrawn, has to give
a clear signal to end the innovative behavior of
the enterprise.

Positive deviation in innovative controlling -
the first reaction to positive deviation is usual-
ly positive. Sell more than we expected, com-
plete the innovation process faster, with less
costs, etc., is positive. But only at first glance.
In fact, a positive deviation indicates an er-
ror in the planning, inefficient utilization of
resources, capital, and more. It may also be a
lack of, or incorrect, testing of the innovation —
i.e. a potential problem. The solution is precise
planning and therefore optimization of the
innovation result achieved.

Why? At the time of detection of a deviation,
i.e. the difference between the planned and the
actually achieved status outside the tolerance
band, it is necessary to immediately begin the
analytical part of the process and examine the
causes of the formation of the deviation in or-
der to eliminate it.

Solution - based on the deviation analysis,
measures — solutions — are proposed. Where
the solution proves to be wrong, then the en-
terprise tries out different solutions and contin-
ues until the detected deviation is eliminated.
Innovation controlling usually detects weak-
nesses in the implementation of the innovation
plan, in innovation planning or in an incorrect-
ly set innovative goal — such as unrealistic ex-
pectations of sales in the case of product inno-
vation. Less common is finding that the cause
of formation of deviations is associated with an
ineffective or erroneous innovative strategy of
the enterprise, its mission and vision.

3.5. Innovative audit

Same as innovative controlling, innovative audit
is focused on the future as well. Business processes

http://dx.doi.org/10.21511/ppm.17(3).2019.15
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are viewed by the audit dynamically rather than
statically. It therefore changes methodically from
the control approach focused on the past, as is spo-
ken about by Moeller (2011, p. 32), thanks to the
innovative approaches. Primarily to the approach-
es focused on continuous auditing and remote
controls. These changes additionally make possi-
ble to use the audit tools not only in large compa-
nies, but also in micro and small enterprises, par-
ticularly with regard to lower financial demands
of the application of innovative audit. Innovative
approaches primarily audit data collected remote-
ly, without the necessity of physical presence at the
audited workplace.

The methodology of innovative audit is based on
the theories of Kupec (2017, p. 28), aimed at digital
verifying of the business strategies. The above-men-
tioned approach can yet be implemented also in the
auditing of selected corporate processes. Each cor-
porate process entails a certain order, defined pro-
cess and control points. If we are able to connect a
process divided like that to the predefined automat-
ic controls, these controls can continuously read out
correct execution of the audited processes (continu-
ous auditing). Possible deviations from the correct
performance of individual processes are remotely
sent to audit centers (remote controls) which either
provide the appropriate remedy online, or arrange
that correction offline on site.

The above referred-to approaches are based on the
mentioned theories by Kupec (2017, p. 28), which
primarily address the continuous verification of
corporate strategies. With innovation activities of
an enterprise, it is essential for that act to take place
according to the previously known plan with a clear
budget, sufficient production capacity, available hu-
man resources and, last but not least, the expected
objectives.

4. DISCUSSION

The presented results have to be put into the prop-
er interdisciplinary contexts, the results confronted
with other controlling and audit theories and ap-
proaches — particularly in the context of the nowa-
days Industry 4.0 application of innovations. The sig-
nificance of interdisciplinary approaches to SME is
confirmed by Miiller and Daschle (2018, p. 1), Petrd,
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Havlicek, and Tomaskova (2018, p. 139) in terms
of the resources and capacities for innovations by
Jespersen, Rigamonti, Jensen, and Bysted (2018, p.
879). Particular significance of the application of the
issue of controlling and auditing principles into in-
novative processes is emphasized by N. Vitezi¢ and
V. Vitezi¢ (2015, p. 176) or Jukka, M. Niskanen, and
J. Niskanen (2018, p. 450). They state that both disci-
plines, the controlling and auditing profession, in the
future will play an important role in business.

The modern conception of controlling as a tool for
the management of an enterprise’s innovation activ-
ities in relation to the innovation plan has many im-
portant functions within an enterprise, which is pri-
marily verified by Laval (2018, p. 13). Such approach-
es, intending to help the management to control
processes, are recommended also by Benedic (2015,
p. 153) who sees in them the importance of facing
new challenges. This is also stressed out by Kamps
(2013, p. 60) with regard to the monitoring and man-
agement of corporate and business processes.

The designed innovative audit also continuously
monitors the compliance of the predetermined
criteria on the selected business processes. The
interdisciplinary verification of the suitability
and importance of corporate processes moni-
toring is presented by Belas, Smrcka, Gavurova,
and Dvorsky (2018, p. 1217) or Draheim (2010,
p- 11). Nwaiwu (2018, p. 87) seems as important
factor, if the depth required to understand how
different industry segments are being shaped
and transformed by digitization. Such audit ap-
proaches have in addition implications on the
quality of the conducted audits, which is con-
firmed by Khudhaira, Al-Zubaidia, and Raji
(2018, p. 272), since they are part of the inno-
vated processes of modern SMEs. The examined
SMEs yet need to be adequately paid attention
to considering the fact that they are the cor-
nerstone of any economy, as indicated by Belas,
Dvorsky, Kubalek, and Smrcka (2018, p. 81), and
from the domestic perspective by Mares and
Dlaskova (2016, p. 79).

CONCLUSION

Innovations are the driving force of each enterprise. Innovations create competitive advantage of the
enterprise and push it forward. At the same time, they however pose a great risk for the enterprise, since
in case the innovation fails, the enterprise may face significant adverse effects, which in consequence
may result in serious harm to the undertaking, or in extreme case, lead to bankruptcy. Innovation man-
agement is therefore one of the key areas for the enterprise in long-term evolution. The data gathered
in the survey involving 317 SMEs and its analysis indicated how important it is to address controlling
management and audit of an enterprise in order to increase the innovation activities and successfulness
of the enterprise.

The basic key factors for the successful innovation activities of the enterprise were defined, as well as
the weaknesses of the innovation activities of the enterprise and potential threats for SMEs. Processes
of modern innovative controlling and audit were defined. The defined primary and secondary research
objective has been met. The obtained knowledge also identified a number of interesting topics in the
field of SME management and its innovative behavior. The findings of the research are applicable to oth-
er practical use and development. This can promote stability, competitiveness and successfulness of the
innovation process in SME.
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