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Premysl Pisaf (Czech Republic)

EUROPEAN SMES’” VALUE
MANAGEMENT BASED

ON CONTROLLING, FINANCIAL
ANALYSIS AND RATIOS -
EMPIRICAL STUDY

Abstract

Small and medium enterprises (SMEs) are a powerful economic force, significant em-
ployers, and creators of added value. In the European Union SMEs are the backbone
of its economic and innovative potential, and for this reason, economic development
and stability of SMEs are critical. The goal of this study is to apply modern controlling
to the management of SME value growth using the tools and indicators of financial
analysis. This study is based on a detailed analysis of 359 companies from the European
Union in order to test 4 hypotheses. The data obtained were subjected to statistical
analysis to identify the dependence between the controlling management of a compa-
ny, tools of financial analysis, innovative potential, level of digitization, internal audit-
ing, and HR communication tools used in the SME. The statistical analysis confirmed
a close relationship between the studied variables and created a model for managing
the company’s value growth for the study sample of SMEs. Subsequent experimental
testing was used to confirm these conclusions, and other important associations were
found that are important for successful management of SMEs value growth. The find-
ings obtained are applicable in practice and can be used for a deeper analysis of the
issues in question.

Keywords value, controlling, process, SMEs, financial analysis,

audit, information system

JEL Classification 20, D22, D25, 121, 125

INTRODUCTION

The development of technology, globalization, hypercompetitive envi-
ronment, and strong competition from large and multinational cor-
porations are significant factors influencing the sector of small and
medium enterprises (SMEs). And yet SMEs are a significant part of
national economies. The development, growth, and stability of SMEs
is therefore a key component for the stability and competitiveness of
national economies and the cohesion of the EU. This research is focus-
ing on use of financial analysis and controlling management system
as tools for SMEs value management. The obtained data were analyz-
ed using the statistical methods, and the results were verified using
the experimental testing in the selected SMEs. This testing proves that
controlling management system and financial analysis should be used
for company’s value growth and long-term stability. A sample of 359
SME:s from the EU was used to study these issues.

SMEs are an important part of the EU and national economies. Their
financial stability and management of growth in the value of these en-
terprises is a crucial factor for increasing the competitiveness of SMEs,
as well as for the cohesion of the European Union and its economy.

277



Investment Management and Financial Innovations, Volume 16, Issue 4, 2019

According to Belas et al. (2018) SMEs are the foundations of every economy. The importance of SMEs
is perceived similarly by Koisova et al. (2017), who consider SMEs as a necessary part of any economy
and its stability. The contribution of SMEs for economies is further identified and developed by Prasetyo
(2016) who states: “SME:s also contribute to the solution of economic and social state problems.” Other
authors also define SMEs as a fundamental factor in the development of an economy and coincide in
their theses. SMEs are an essential aspect of every developed economy, and its EU SMEs play a signif-
icant role in its cohesion and competitiveness” state (Klju¢nikov & Belds, 2016; Rahman et al. 2016).
Belas & Sopkova (2016) verified these theses and mentioned, that without SMEs the state economy will
be more sensitive for negative shock and seems its role as a stabilization element. Dubravska et al. (2015)
seem SMEs role not only as of the stabilization element but also a fundamental part of sociological de-
velopment. Scholleové and Camské (2015), Draskovic et al. (2017) are explaining the role of SMEs posi-
tion as crucial for a stable economy and innovation potential.

The importance of SMEs is indisputably one of the fundamental factors in the development of national
and multinational economies. And yet it remains in question as to how SME:s stability evolves in com-
parison with large and multinational corporations. Ayyagari et al. (2007) mentioned that SMEs play an
essential role in most economies worldwide. Gama and Geraldes (2012) also discuss the importance of
SME:s to the economy, stability, and cohesion of Europe. For instance, in the European Union, around
99 percent of the economic activities can be traced back to SMEs, which account for two-thirds of all
jobs in the private sector. Lavia and Hiebl (2014) consider the flexibility of SMEs as one of their essential
benefits compared to large corporations and state, that compared with larger firms SMEs are usually
seen as having more straightforward internal organization, more flexible decision making and faster for
changes adapting.

Hragkova and Bartosova (2014) placed the SMEs in the context of the contemporary globalized hyper-
competitive environment and mentioned that the global economy is not only about opportunities, but
also about treads and SMEs are an essential stabilization factor. As similarly stated, SMEs problematics
was studied by Klju¢nikov and Belas (2016).

The classical approach to how to support the SMEs, their stability and long-term development is ori-
ented for external influencing on the companies using the subventions, some stimulating institutions,
forming the law environment, and others. There is also another way. This way is to be focused on the
company’s management, typical problems of SMEs and based on findings, searching for a solution.
According to previous SMEs research project it was found, that planning, modern information system
powered by modern controlling, precise financial management and people motivation for these activi-
ties (to accept that changes are necessary and important) are the important factors in SMEs stability and
long-term development. The search for a solution inside a company is based on increasing the manage-
ment system stability and long-term planning.

1. LITERATURE REVIEW

business activities, which are significantly de-
termined by the environment of the company,

It is essential for the effective financial manage-
ment and value growth of SMEs that a company
management system is defined that will be effec-
tive for analyzing the historical data and com-
paring it to current results in contrast, these re-
sults will be usable for planning and achieving
the future company value. Controlling can pro-
vide this very function. The use of controlling
is described by Belas and Sopkova (2016) as
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which forces it to use a particular method of be-
havior and to choose particular business goals
and ways of achieving them.

This thesis is subsequently validated by
Adamowicz and Machla (2016), Ivanova (2017),
Draheim (2010), Weske (2012). The applicability
of this claim is further validated by Svozilova
(2011) who emphasizes the logical sequence of

http://dx.doi.org/10.21511/imfi.16(4).2019.24
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analyses of financial data in controlling the
processes and their subsequent use to achieving
the established goals. The complexity impor-
tance of controlling for SMEs is also supported
by Belds et al. (2015), Adamowicz and Machla
(2016), Ivanova (2017), Kamps (2013), Laval
(2018), Benedic (2015).

These conclusions are further validated and ex-
panded by Pisat and Havlicek (2018) who state
that SMEs are limited by financial capital and
there is a lack of solutions for closer cooperation
between the SMEs in all the EU. Modern con-
trolling, thus, allows crossing these borders and
a company to remain flexible in the Industry
4.0 environment, which supports the stability,
development, and value growth of the compa-
ny as mentioned (Safar et al., 2018; Cao et al,,
2017). The specific definition of the full use of
controlling management for the value growth
of the company may include the fact that SMEs
specify the majority of their value goals with a
certain degree of risk and uncertainty, as stated
by Belas et al. (2018) and Fetisova (2012).

According to Repa (2012), the process manage-
ment of financial indicators, the increase in the
company’s value, and the maturity of its pro-
cesses must be constantly developed. A report
by McKinsey and Company (2017) informs of
the importance of regular financial auditing and
the development of processes that manage the
growth of a company’s value. Samuelsson et al.
(2016) verified this thesis and notice: “Financial
planning is evidently important for SMEs, and
analysis of factors related to the use of planning
is therefore of great interest and how they affect
short-term and long-term planning in SMEs.”
Also, other authors state a similar conclusion
and verified the importance of value manage-
ment for SMEs long-term development and sta-
bility (Napp, 2011; Fetisovova, 2012).

1.1. Objective, methodology,
and data

This empirical study addresses the issue of manag-
ing the increased value of SMEs using the finan-
cial analysis. For this purpose, the relationship
between the studied variables and SMEs value
trends were examined. The method of applying

http://dx.doi.org/10.21511/imfi.16(4).2019.24

controlling management used as a management
tool of the SMEs to support its competitiveness
and innovation activities is described in the fol-
lowing text based on the analysis of data from 359
SMEs and experimental testing on that data.

This study aims to apply modern controlling to
the management of SMEs value growth using the
tools and indicators of financial analysis.

In order to fulfil the objectives of this study, the
following hypotheses were formulated:

HI: Controlling management of the company
with the use of internal auditing provides
the SMEs with an effective tool for financial
management and achievement of goals in
the area of company’s value growth.

H2: Level of digitization, information system ef-
fectiveness, and level of HR communica-
tions have a significant influence on SMEs
value growth management.

H3:  The use of the ROA and ROE indicators and
methods of financial analysis for company
value growth management are used by less
than 50% of the SMEs studied.

H4:  Over 50% of SMEs do not regularly set or
evaluate the achievement of goals related to
increasing the value of the company.

1.2. Data resources

The study sample was generated by random sam-
pling from SMEs database (n = 3780), where 749
SMEs were addressed. The final study sample
contained 359 SMEs from the Czech Republic.
The study took place using the data for the period
2017-2019.

1.2.1. Data collection process
and research variables

The data examined were obtained based on a
personalized questionnaire in the SMEs. The
questionnaire was completed with the partici-
pation of owners, registered agents, employers,
and collaborators - typically 3 or more persons
(cross-section of positions) on behalf of a com-
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pany. The acquisition of data was structured
according to the Likert scale. Cronbach’s al-
pha was used to demonstrate the reliability of
the data obtained, which acquires the values
ranging from 0 to 1. A value of 0.7 and high-
er demonstrates a high level of data consistency
and reliability. For the study, the variables were
defined by calculating the Pearson correlation
coefficient as those reflecting a minimum mod-
erate level of dependence (0.4-0.7) in relation to
the studied variable Financial analysis. All vari-
ables and their evaluation were set according to
Likert scale of 5 levels, numeric scale divided in-
to 5 levels, or a numeric value. All data are based
on personal PAPI research, financial statements,
and personal experimental testing. Variables:
Financial analysis, Internal, Controlling man-
agement system, HR communication, Turnover,
IS technology and Innovation plan.

1.2.2. Draft of SMEs controlling value
management

The conclusions of experimental testing serve
to design the optimized framework process for
managing the company’s value and concurrent-
ly define the areas of potential improvements to
the existing value growth management of the
company such that the findings achieved may
be usable for integrating the academic and busi-
ness spheres.

2. EMPIRICAL RESULTS
AND DISCUSSION

The data were analyzed using the statistics pro-
gram IBM SPSS ver. 25. A more detailed descrip-
tion of the process is specified in the software
manual.

2.1. The research sample consistency,
reliability verification and
correlation analysis

The study sample n =359 was tested in the first
step in terms of the completeness of the tested
variables. The sample scored 100% in the test of
data completeness. In the subsequent step, the reli-
ability of test data was validated using Cronbach’s
Alpha, where the value was 0.936 for n =7 study
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variables. Based on this result, the study data can
be declared highly consistent and reliable, and the
conclusions of the statistical analysis may be con-
sidered proven.

2.2. The research sample
correlation analysis

The correlation analysis aimed to determine
whether the variables mentioned in subsection
2.1.2 reflect at least moderately strong (or high-
er) correlation with Person correlation coeffi-
cient of 0.4-0.7. The more detailed process fol-
lows that described by Tran (2011). The sample
was tested for the presence of harmful multicol-
linearity, which was not found.

2.3. Stepwise regression,
forward selection

The explained variable Financial analysis, using
the method of stepwise regression and the meth-
od of gradually including variables in the mod-
el (forward selection), work with all variables at
once. A more detailed explanation was made by
Darlington and Hayes (2017).

Table 1. Variables entered/removed?

Source: Authors’ data.

Model Variables entered Variables

: removed Method
1 Internal audit - Stepwise*
2 rrg::nnatgr,ce)mr;% ; - Stepwise*
3 Tu;r%é;er - Stepwise*
4 IS tecrhrr;orlogy - Stepwise*
5 HR com?rrwéjrnricaﬁon - Stepwise*
6 Innovz;t%;r; plan - Stepwise*

Note: a. Dependent variable: Financial analysis *(criteria:
probability-of-F-to-enter <= 0.050, probability-of-F-to-
remove >= 0.100).

The forward selection of study variables is depict-

ed in Table 1. The resulting model was compiled
according to Table 2.

http://dx.doi.org/10.21511/imfi.16(4).2019.24
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Table 2. Inclusion in the final model?

Source: Authors’ data.

Unstandardized Standardized
Model coefficients coefficients t Sig.
B . Std. error Beta

o fGenstant) M6 04T 3.989 000
Internal audit 1.079 .042 .807 25.777 .000
oty PSRN T

2 Internalaudit 656 050 90 13087 000
Controlling management .628 .053 447 11.945 .000
oy o em

, Internalaudit 570 049 .2 11595 000
Controlling management 502 053 358 9.413 000
TUMOVET 217 033 .28 6.513 000
(Constant) -.110 .088 -1.255 .210
mematavat 502 o s s oo

4 Controlling management 390 055 R 7.041 000
TUMOVEr 180 033 LA80 5.503 000
IStechnology i 243 045 198 5.440 000
(Constant) -.164 .086 -1.908 .057
mematavat a2 o ws T ams oo

g Controllingmanagement 290 08 206 4.962 000
Turnover 174 .032 173 5.438 .000
IStechnology 202 044 A8 4539 000
HR communication :206 S 1es 4458 000
(Constant) o —175 086 . 72042 042
INerNAl QUAIL e s 416 02 BEEEC 7932 000
Controlling management ;220 066 i 8L 3326 001

b TUmnOver 169 032 108 >.288 000
IStechnology i e S S L6 s e

HR communication .202 .046 : 161 4.411 .000
nnovationplan 139 062 104 2.242 026

Note: * Dependent variable: Financial analysis.

2.4. Financial analysis model

Final model

Financial analysis= —0.175+
+0.416 - Internal audit +

+0.220 - Controlling management +
+0.169 - Turnover +

+0.191-IS technology +
+0.202-HR communication +

+0.139 - Innovation plan.

Model interpretation, for example, the sample re-
gression coefficient Internal audit=0.416, indi-
cates that if the value of the explanatory variable
Internal audit grows by one degree, then provided
that the values of all other explanatory variables
do not change, this change will invoke an increase

http://dx.doi.org/10.21511/imfi.16(4).2019.24

in the value of the explained variable Financial
analysis, averaging 0.416 in the units of the ex-
plained variable. If we are familiar with the model,
we can use it for prediction and influencing the
future trends of the variables. In this case, man-
agement of SMEs value.

In conclusion, from the individual #-tests of Table
2, it can be stated that the above model is at 5% sig-
nificance level. Important findings can be drawn
from the overall F-test, where all n = 6 variables
were calculated statistically significant at 1% sig-
nificance level.

Table 3 shows the increasing value of the coeffi-
cient of determination (R-squared) with the grad-

ual inclusion of variables in the model.

The compiled n=6 model with explanatory
variables against the explained variable Financial
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Table 3. Coefficient of determination value (R-squared) model summary

Source: Authors.

Model R R-squared : Adj. R-sq. Stg;”‘ T Change sta:t'ist'ics T T "

. R-sg. change F ;. dfl : df2 | Sig.F
1 8070 650 650 - 860 650 . 664443 1 357 . 000
2 866 750 749 i 728 100 142.674 1 i35 : .000
3. 88 777 775 689 027 4243 1 355 000
4 .891¢ 794 792 662 : 017 29.594 1 354 .000
S 87 85 803 645 0l 19875 133 000
6 .899f 808 805 642 .003 5.029 1 i35 : 026

Note: a. Internal audit, b. Internal audit, Controlling management, c. Internal audit, Controlling management, Turnover,
d. Internal audit, Controlling management, Turnover, IS technology, e. Internal audit, Controlling management, Turnover,
IS technology, HR communication, f. Internal audit, Controlling management, Turnover, IS technology, HR communication,

Innovation plan

analysis - sample coeflicient of multiple deter-
mination R*=0.899f - reflects 80.8% variability
of the explained variable clarified by the selected
regression hyperplane. The sample coefficient of
multiple determination R =0.899 ranges closely
(almost 1), at the level of a direct (positive) line-
ar dependence of the explained variable on all six
sample explanatory variables at once.

2.5. Statistical analysis results
interpretation

Several of the formulated hypotheses may be eval-
uated based on the conclusions of the statistical
analysis and frequency analysis of input data of
studied variables.

HI: From the statistical analysis and compiled
model, it can be seen that Controlling man-
agement 0.220 of the company with the use of
Internal auditing 0.416 are fundamental fac-
tors for managing the growth of SMEs value.
The practical application of this conclusion
can be interpreted on a simple level to mean
that Internal audit offers the current data
with a high level of accuracy, and that these
data are ultimately used by the controlling
process for better prediction and achieve-
ment of set goals — namely, the growth of the
value of the SMEs. Hypothesis H1 has been
validated.

H2: Based on the formulated model, it is clear
that the level of digitization and IS 0.191,
along with the level of HR communications
0.202, are significant factors for managing
the growth of SMEs value. The practical ap-
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plication of this finding can be interpreted
such that high-quality communication with-
in the company supported by information
systems is fundamental for achieving the
set goals - that is, growth in the value of the
SMEs. Hypothesis H2 has been validated.

2.6. Closer variables analysis
and results interpretation

An interesting finding was provided by closer anal-
ysis of data in the area of the individual study var-
iables. The study focused on an evaluation of da-
ta from the studied SMEs in terms of their use of
individual tools of financial analysis and its eval-
uation criteria. A frequency analysis was used to
evaluate the data; its purpose was to determine the
use of individual tools concerning the size of the
SMEs by number of employees. The conclusions
of this test are summarized in Table 4, which also
depicts the findings of the study of the dependent
variable Financial analysis.

Hypothesis H3 may be evaluated based on the
conclusions of Table 2.

H3: It was determined that the use of the in-
dicators ROA and ROE for managing the
growth of company’s value differs signif-
icantly depending on the size of the com-
pany and on the number of employees in
the company. In the SMEs with up to 30
employees, the use of these indicators was
significantly below 50%, however, SMEs
with higher numbers of employees use the
indicators of ROA and ROE to a higher
degree.

http://dx.doi.org/10.21511/imfi.16(4).2019.24
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Table 4. Use of the tools of financial analysis in the SMEs depending on the number of employees in

the SMEs
Source: Authors.
Classification of SMEs by number of employees into the groups
Use of tools in %

0-5 0-15 16-30 31-50 : 50-100 100-250
ROS, ROCE 12% 11% 34% 67% 74% 74%
ROA, ROE 6%” 8% 777777777 18%” - 7397%7 V 64% V 79%”7
Vertical, horizontal financial analysis No*;r 8% 777777777 14%” ; 7 7417%7 7 62% 7 91%7”
EAT, EBIT 4%” 9% 777777777 40%” 7 38% 7 89% 7 : 92%7”
CF, DCF 11%” 14% 777777777 29%” V 7627%7 67% V 7”89%”7
EVA “”No*m no* VVVVV 5%”7 7147%7 19% V ”21%”7
WACC No; 3% 777777777 8%7” V 8% 13% V 7”24%7”
IS, ERP 8%” 12% 777777777 21%” V 7427%7 - 87% N : 94%7”

Note: * Not determined.

The conclusions of the study therefore point to
an area of possible improvement in the manage-
ment of company’s value growth, particularly at
SMEs with less than 30 employees. It was also
determined that the use of indicators for man-
aging the growth of the value of the company
increases along with the number of employees
in the company. No more detailed principles un-
derlying this growth could be analyzed. Based
on the above findings, hypothesis H3 could not
be substantiated.

H4: Based on detailed findings from the stud-
ied variable Internal audit in the studied
SMEs, and their evaluation by frequency
analysis, it was determined that merely 31%
of SMEs conduct the audits focused on fi-
nance at least 2x per year, while 11% of the
studied SMEs conduct the internal audits
4x or more per year. Hypothesis H4 may be
considered validated.

2.7. Controlling as SME value
management — based on results
experimental testing

The study sample for experimental testing was
generated by a random selection from the original
study n = 39. This experiment took place where the
system of SMEs controlling management was im-
plemented or modernized. This implementation
and modernization used the findings obtained in
the first phase of the study by detailed analysis of
input data of tested variables.

http://dx.doi.org/10.21511/imfi.16(4).2019.24

2.7.1. SMEs controlling value management
process

Experimental testing confirmed that compa-
nies with higher use of controlling in the area of
management of SMEs value growth demonstrat-
ed higher values of the indicators ROA and ROE.
Controlling management for these companies
can be described as a set of overarching process-
es whose goal is to coordinate the analysis of his-
torical data of the company, to compare it with
current data, and concerning this, to formulate
a prognosis and set the goals for value growth of
the company. The controlling process assesses the
process of achieving these set goals and, if a devia-
tion is detected, the controlling initiates the search
for a solution in order to eliminate the deviation
and retroactively test it such that the set goal may
be achieved: growth in the value of the company.

3. DISCUSSION

Upon the detailed analysis of data obtained by
analyzing the variables and experimental testing,
other interesting findings were obtained.

3.1. Modern SMEs controlling

Research into modern controlling management of
a company and management of the growth in the
company’s while using value the tools of financial
analysis must be integrated in the wider multidis-
ciplinary context of management, HR manage-
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ment, and auditing, and embedded in the existing
economic/political environment. Analysis of the
data obtained by this study places the demands for
multidisciplinary knowledge, and it is essential
for its interpretation to confront these results with
other theories of managing the increased value.
The importance of multidisciplinary approach-
es within the SMEs has been confirmed by Petrti
et al. (2018), by Miiller and Daschle (2018), and
from the perspective of innovation activities and
company auditing, by Jespersen et al. (2018).

The interest in research into financial manage-
ment of SMEs is high and there are a range of
different approaches (Abanis et al., 2013; Okafor,
2012; Uluyol, 2013). These findings validate and
further expand on, for example: “other finance-re-
lated challenges, including the inefliciencies in
the use of financial resources and mismanage-
ment in working capital constructs, namely, cash,
inventories, payables and receivables,” which is
confirmed concerning the above by Uluyol (2013),
Kaya and Alpkan (2012), Samuelsson et al. (2016).
Lavia and Hiebl (2015) state with regard to the
issues surrounding the use of financial indica-
tors and accounting for SMEs growth and per-
formance “for example, in their recent extensive
review of the literature, concluded that manage-
ment accounting often has a positive effect on
SME:s performance.”

3.2. Modern SMEs financial
controlling risk management

Financial risk management subsequently be-
comes another very important part of managing
the increased company’s value, and forms a part
of modern controlling management. They consid-
er the meaning of such company’s management
to be very important, as they can mitigate the ef-
fects of unfavorable economic circumstances on
the SMEs. Corazza et al. (2016) state in relation to
this that: “Credit risk research is an integral part
of any credit process in financial institutions, and
there are evident particularities in the SMEs lend-
ing process.

The importance of monitoring these processes is
becoming increasingly apparent due to the finan-
cial crisis and increased capital requirements for
banks.” These theses are supplemented and vali-
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dated by Corazza et al. (2016), Yahaya et al. (2016),
Psillaki and Eleftheriou (2014), Guzman (2015),
Moro and Fink (2013), Dierkes et al. (2013), Ilouga
and Sahut (2016), Li et al. (2016), Lavia and Hiebl
(2015), Vojtovi¢ (2016) and others.

Kaya and Alpkan (2012) relatively clearly define
that “other financial factors that affect the finan-
cial and overall performance of SMEs can be listed
as lack of overall and financial planning, lack of
feasibility analyses prior to making the important
investment decisions, inadequate bookkeeping
systems of financial records and lack of financial
literacy of SME owners for understanding the fi-
nancial reports.” An important factor is the appli-
cation of controlling management and financial
analyses in the SMEs for long-term stability and
competitiveness (Fredriksson & Moro, 2014; Alkis
& Temizkan, 2012; Shuying & Mei, 2014).

3.3. Controlling and Internal audit

Based on the analyzed data of the studied varia-
bles, it was determined that an important tool for
the controlling management of a company is the
use of Internal audit, which gives rise to optimized
company processes, the majority of which were
automated using the information system. This en-
abled, for example, automatic reporting of trends
of financial analysis indicators and automatic de-
tection of deviations from the established goals.
This new system then reported the current status
to responsible parties in an automated format - for
example, in the form of email, or a mobile phone
application. This often involved such indicators as
ROS, ROA, ROE, turnover, cost and margin man-
agement, BEP, etc.

This led to responsible management monitoring
and managing the specified indicators with pre-
cision. These conclusions have been confirmed by
a range of other authors. For example, King et al.
(2010) state that different problem studies found
various specific controlling-oriented management
on accounting practices, especially for its use for
planning and budgeting. Information reliability
and technology for its delivering are crucial for
modern reporting. An interesting perspective on
the implementation of controlling and internal
audit is emphasized primarily by Karjalainen et al.
(2018), or by N. Vitezi¢ and V. Vitezi¢ (2015).

http://dx.doi.org/10.21511/imfi.16(4).2019.24
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The authors agree regarding the essence of the
symbiosis of controlling and auditing in the SMEs
management and state that these fields will have
great importance for the SMEs and their competi-
tiveness. The importance of auditing and its focus
on financial stability and performance has been
verified across disciplines by Belas et al. (2018),
Kupec (2018), Repa (2012), Laval (2018). The ben-
efits of modern controlling and internal audit are
then reflected in the activities of the SMEs, which
do not refer solely to historical data, but manage
to make the decisions dynamically, which also
supports the theory of modern management by
Draheim (2010), or by Moeller (2011).

3.4. Controlling and Turnover

A more detailed analysis of the variable Turnover
indicates that with growth in revenue, the capabil-
ity of the SMEs to manage their value growth al-
so increases. It was not possible to identify whether
revenue is the cause of growth in the value of the
company or whether the opposite is the case. A pos-
sible interpretation of this finding may be the hy-
pothesis that with an increase in company revenue,
a company has more available resources for imple-
menting the controlling management, which fur-
ther helps the company increase its revenue. This is
also supported by the conclusion of the correlation
analysis of the variables Controlling management
and Turnover, which shows a Pearson correlation
coefficient with a value of 0.622, which is moder-
ately strong. The variable ranked the highest was
Controlling management at 83% for all the SMEs
that also created the revenue of more than EUR
20,000. These SMEs were also ranked for the var-
iable Financial analysis at the highest level of 66%.

One of the main tasks of controlling is the man-
agement of the ownership goals of the SMEs own-
ers, namely increasing the value and performance
of the company. Controlling then focuses on a
comparison of planned values with the reality
and eliminates the deviations that obstruct the
achievement of ownership goals. Benedic (2015)
also recommends setting up the controlling pro-
cesses in this manner, as he sees controlling as a
tool for taking on new challenges — therefore, a
tool oriented on future results, increased revenue,
market share, and company’s value growth. These
conclusions also verified Khudhaiaet al. (2018).
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3.5. Controlling, information system
and digitalization

One of the significant factors of management of
the value growth of the SMEs is a functioning in-
formation system or ERP (Enterprise Resource
Planning), whose performance is used for con-
trolling management and continuous digitization.
These systems allow for the efficient collection and
evaluation of data, the use of automatic relations
of data exchange, reporting, forecasting, manage-
rial accounting, and more. More advanced types
of these systems are enriched with additional
functionality, such as CRM, HR, project manage-
ment, and more.

It was also determined that for 359 of the studied
SME:s, only 22% performed an audit of the function-
ality of the information system at least 1x every 3
years, 64% had not yet performed the audit function-
ality of the information system, and an entire 87% of
SMEs from the time of their founding continue to
use the same information system. Among the SMEs
operating for more than 15 years, 61% of them use
an information system originally designed for the
MS DOS or Windows 95 operating systems. An in-
formation system is typically not perceived in such
SMEs as an investment, but is used solely as a cost,
which leads to a lack of desire to replace the system
with higher performance system. When analyzing
the companies where at least one of the indicators
ROA or ROE has a value higher than 50%, it was
determined that 84% of these companies use mod-
ern ERP systems. These findings directly substanti-
ate the meaning of a modern information system for
management of the SMEs value growth. Belas et al.
(2018) see this situation in a similar way.

3.6. Controlling and
HR communication

The variables Controlling management and HR
communication were subjected to correlation
analysis and it was determined that they rate at a
Pearson correlation coefficient of 0.732, which can
be interpreted as a strong linear dependence. The
quality of information exchange within a compa-
ny, using a wide range of communication chan-
nels with an emphasis on the use of innovative
methods, proved significant for management of
the SMEs value growth.
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The analysis showed that 76% of all the SMEs with
revenues of over EUR 20,000 are rated with the
highest level of the variable HR communication,
and these SMEs also showed the highest level of
the variable Financial analysis at 61%. Based on
these findings, it is necessary to emphasize in the
SME:s the importance of developing the variables
Controlling and HR communication.

3.7. Controlling and Innovation plan

A regular search for opportunities to innovate is
one of the most important elements lacking from
the SMEs. As part of the study sample of 359 SMEs,
only 27% of the companies regularly engage in an
analysis of the search for innovation opportuni-
ties. This finding is a significant one, and points
to a large room for improvement, as innovation
activities are essential to the growth of the SMEs.

The use of controlling management allows for his-
torical data to be regularly analyzed and compared
with the current situation, enabling a more accu-

rate prognosis and innovative goals for the com-
pany. Modern controlling may then be viewed as
an impetus for change and innovation. According
to Machova et al. (2015), continuity is an essential
part of regular analysis and searching for innova-
tion opportunities. These theses are in accordance
with the basic principle of modern controlling
(Miiller & Daschle, 2018; Petru et al., 2018; Mare$
& Petrii, 2018).

4. RESEARCH LIMITATIONS

One of the chief limitations of this study is the high
time demand for collection of data from the SMEs
in the form of personal visits and the evaluation
of data already collected. The time factor and de-
mands of the study subsequently limit the size of
the study sample when old, obsolete data must be
excluded. Despite these limitations, it was possible
to validate the high reliability of data acquired in
the study sample and we can thereby consider the
conclusions of the study to be representative.

CONCLUSION

SMEs and their growth and competitiveness should be in the interest of not only any government,
competent institution, or owners, but also individual employees and involved parties. Compared to
large and multinational companies, SMEs have a number of not only strengths but also threats. If
we wish to find ways to support the SMEs, we must also focus on how the SMEs are managed, how
their goals are demarcated and achieved, and how to support them in this conduct.

One of the possible ways is the use of controlling as a management tool of the company, which uses
the tools of financial analysis and manages the growth in value of the company. The solution may
be the modern concept of controlling combined with internal audit, financial analysis, high-per-
formance information system, and the essential human factor. The results of the research proved
that modern controlling is a universal tool, which should be simply used for company’s value man-
agement at any of the SMEs. Based on experimental testing results, there were opened areas for
advanced research such as changes management and processes maturity development, the impor-
tance of effective communication inside a company and how to effectively adapt new technologies
in the SMEs.
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