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Premysl Pisaf (Czech Republic), Andrea Tomaskova (Czech Republic)

THE IMPORTANCE OF SOCIAL
NETWORKS FOR THE SMES
INNOVATION POTENTIAL

IN INDUSTRY 4.0

Abstract

Social network usage is a prerequisite for the functioning of companies and their com-
petitiveness. The level, focus of their usage, and link with the company process are
important. This research focuses on SMEs, how they use social networks, and how
this affects their innovation potential. The study aims to determine the importance of
social networks for SME’s competitiveness and long-term stability. To achieve this goal,
359 European SMEs were studied (2017-2019), two research questions and seven hy-
potheses were developed. Pearson’s correlation and stepwise regression were used, and
the obtained results were verified by experimental testing. The research results showed
that companies using social media as a main component of their business, are active
at using modern technologies and are declaring the importance of social networks to
develop innovation potential. Fastness and reliability of communication are crucial
for business operations in the company. Social networks offer many opportunities and
connections between strategic planning, controlling management, and performance
level. All SMEs mostly use Facebook, and this does not depend on size, age or industry.
The research results lead to the understanding that social networks and controlling-
oriented management support SME business activities and their innovation potential
and long-term stability in a hyper-competitive environment.

Keywords EU, controlling, competitiveness, communication,
innovation plan, long-term stability, performance, ROE,
strategic plan

JEL Classification M10, M15, L11, L15, M31

INTRODUCTION

In the current hyper-competitive environment, the emerging technol-
ogy of Industry 4.0, innovation, strong competition of large and multi-
national enterprises, and the interconnectedness of these entities and
areas significantly impact the SMEs sector. The controlling-oriented
management system and usage of social networks offer SMEs a way to
strengthen their position and competitiveness in the hyper-competi-
tive environment.

This study’s originality lies in the search for solutions to the desired
usage of social networks to increase SMEs” competitiveness, based on
interconnection and, in a certain way, the interdependence of the ex-
ternal and internal environment, using social networks.

The results of this study suggest a solution that can seem complex
and resource-intensive to apply, but social networks have greatly
simplified and streamlined this research. Furthermore, the key are-
as and factors in SMEs’ competitiveness and stability for the innova-
tion potential of Industry 4.0 in terms of the use of social networks
are defined.

http://dx.doi.org/10.21511/im.16(3).2020.05



1. LITERATURE REVIEW

1.1. Small and medium enterprises
(SMEs)

SMEs are an important part of the economy.
SME’s financial stability and management of
business value growth are essential in increas-
ing SMEs’ competitiveness, the cohesion of the
European Union, and its economy. According
to Belas, Dvorsky, Kubalek, and Smrcka (2018),
SMEs are the cornerstones of any economy.
Koisova, Habanik, Virglerova, and Rozsa (2017)
have discussed SMEs’ importance for national
economics as key factors in the business qual-
ity environment. Chong et al. (2019, p. 2) have
discussed SMEs’ importance for economics as
policymakers. The importance of SMEs for the
economy is further defined by Prasetyo (2016,
p. 133) and Kubickova, Krosldkova, Michalkova,
and Bene$ova (2018, p. 933). SMEs are seen as
holders of knowledge. Other authors also de-
scribe and agree on SMEs as an essential factor
for economic. Klu¢nikov and Belds (2016) state
that SMEs act as the main aspect of the economy.
Gama and Geraldes (2012) comment that around
99 percent of the SME’s economic activities are
in the European Union. SMEs play a crucial role
for the national and European economies; they
are a significant employer, a bearer of innova-
tion, and an important stabilizing economic ele-
ment (Tomaskova & Havlicek, 2018, p. 38).

The importance of SMEs for the development
of national and multinational economies is un-
deniable. On the other hand, the question is,
what will be the development of SME stability
concerning large and multinational enterprises.
SMEs have several advantages over large com-
panies. Lavia and Hiebl (2014) see their flexibil-
ity as one of the key advantages of SMEs, and
state that SMEs have a simpler internal organi-
zation and can be more flexible and implement
more quickly new changes and challenges.

In the context of the current globalized, high-
ly competitive, and changing environment of
SMEs, Hraskova and Barto$ova (2014) state that
developing the competitiveness and financial
stability of SMEs are key areas of interest for gov-
ernments, national authorities, and researchers,
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the situation, when SMEs create opportunities
and challenges, is similarly perceived by Mares
and Dlaskova (2016, p. 79). Developing an ap-
proach to the use of modern tools, their use for
the steady growth of SMEs’ value, the use of on-
line tools, and controlling tools leads to main-
taining SMEs’ stability and competitiveness in
the following periods. Pisat and Havli¢ek (2018)
also look at this issue similarly.

For effective management with the help of mod-
ern tools and the growth of SMEs’ value, it is nec-
essary to define a business management system
based on social networks, which will connect the
external and internal environment. A system will
be effective not only for the analysis based on his-
torical data but also in comparison with present
results, but these results will also help plan and
achieve the company’s future value. The active
and maximum use of social networks can fulfill
this important role and function.

1.2. Social networks

The internet, social networks, and technologies
now dominate the world, and one can hardly im-
agine the present without these tools. These are an
integral part of working and personal time (Veber,
2018, p. 52).

Social networks are becoming an increasingly im-
portant and necessary means for SMEs to operate,
present themselves, cooperate, and connect. What
are social networks? What is their relationship
and connection concerning SMEs?

Social networks are web applications that allow
shareholders and businesses to communicate
with each other. Business and society’s nature
should reflect on the current trend and changes
in organizational environments (Song, 2015, p.
1). Regardless of whether they are a person, com-
munity, or company, all subjects and entities use
modern technology tools. Social media and net-
works have made a huge impact on the industry.
Social networking media are the community’s
background with approved followers (Kornpitack
& Sornsaruht, 2019, p. 247).

Communication on social networks should be
conversational, i.e., encourage “like” comments,
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sharing. A widespread phenomenon is a profile
that has thousands of fans but minimal engage-
ment. It is important to note that this is not just
an internal channel but also understandable and
interesting to a wider audience. Kupec (2018a, p.
129) adds that communication on social networks
links the demographic group and digital technol-
ogies. They accept the shared information in full
(Kupec, 2018a, p. 133).

Gahfoor and Niazi (2019, p. 1) draw attention to
the mutual relationship of entities. Online social
networks can be seen as a background for per-
sonal or professional usage. The same opinion is
in line with previous authors’ studies that social
networks like bridges serve individuals and com-
munities. Song and Vining (2012, p. 2) verified
mutual communication between subjects, emerg-
ing online networking contributed to interconnect
between companies and individualities.

Social networks include two parts: firstly, verti-
ces as representing users, and secondly, edges as
social relations and friendship (Song, 2015, p. 4).
Examples of the most frequently type social net-
works are Facebook, Skype, LinkedIn, Twitter,
Messenger. Newman (2011, p. 28) and Sellami
(2012, p. 503) claim that social network users’
density can indicate the network’s cohesion
and stability. Users of social networks and their
connections make up the network (Ghafoor &
Niazi, 2019, p. 2). Actors in a social network are
connected with a set of relationships and links
(Ravasan, Rouhani, & Asgary, 2014, p. 23). In
social networks, one can keep in touch with
customers, authorities, employees, fans, acquire
new ones, build relationships with them, and
motivate them to use services. Not every entre-
preneur realizes that social networks offer them
a unique opportunity to communicate. Network
support and communication have an impact
on the success of newly founded businesses. A
social network is a prerequisite for starting a
business (Petru, Pavlak, & Polak, 2019; Petr,
Kramoli$, & Stuchlik, 2020).

The primary task of presenting the company
on social networks is to build a relationship
with supporters, i.e., fans, or followers, pro-
viding care, support, and relevant information.
However, this relationship works in both direc-
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tions: the right approach gives live feedback on
the products or services conveniently and in-
teractively. Based on feedback and communi-
cation, activities between all participants can
build strategic plans, plan innovation, grow val-
ue in the present use of modern communication
tools, and then monitor and evaluate all by con-
trolling activities.

Pisar and Bilkova (2019) discussed the assertion
of Safar, Sopko, Bednar, and Poklemba (2018)
and Jo, Alfnes, Strandhagen, and Logan (2017)
that modern controlling should reflect Industry
4.0 based on flexible organizational structure.
To this end, Safar et al. (2018) state that the new
trend with globalization’s ongoing process serves
to look for a new topic for research. According to
Jo et al. (2017), Industry 4.0 can be divided into
two basic areas: firstly, the combination of quick-
ly evolving technology environments, second-
ly, the area in high-cost areas. Both should lead
to the competitiveness of the company. Process
management and its innovative activities using
modern tools, social networks, and communi-
cation are the key drivers of SMEs. Goller and
Bessant (2017, p. 3) state a clear need to apply
innovative approaches and maximize the po-
tential to be used. Social networks, especially
in the area of business processes, contribute to
higher efficiency, flexibility and connection with
external environment which is also confirmed
by Zauskova, Bobovnicky, and Madlenak (2013,
p. 256). Innovation was identified by manageri-
al practice as a key success factor for business
(Zacharias, 2011, p. 1). Nevertheless, the innova-
tive activities of the company are not enough in
themselves and must, therefore, be part of a fur-
ther process that will only subsequently fulfill
the theory of value creation and sharing of re-
sults with the support of social networks (Goller
& Bessant, 2017, p. 3).

Concrete and specific use of social networks
reflects the timeliness of trends. Kupec (2018b,
p. 36) states that modern marketing commu-
nication trends are reflected in the tools used.
These tools are important for managing a busi-
ness (Petrt, Tomaskova, & Kroslakova, 2019, p.
316; Orgonas et al., 2020). Social networks, so-
cial media, and social areas, in general, became
a crucial business opportunity (Song, 2015, p. 1).

http://dx.doi.org/10.21511/im.16(3).2020.05



Social networks are important and can be said
to be a natural part of modern times.

The research aims to determine the importance
of social networks for SME’s competitiveness
and long-term stability.

2. HYPOTHESES,
METHODOLOGY AND DATA

Research question Ql: How do social media im-
pact SME’s competitiveness and stability, what are
the most important factors?

To answer the research question Ql, the following
hypotheses were defined:

HI: Industry 4.0 is an important factor, stimu-
lating SMEs for the utilization and develop-
ment of social networks as an important tool
for business.

H2: SME’s innovation potential is positively in-
fluenced by social networks.

H3: Social networks improve SME’s communi-
cations skills, supporting communications
reliability, and the fastness of information
accessibility.

H4: SME’s strategic planning and controlling
management performance are supported by
social networks.

H5:  Social networks in business will have mini-
mum moderate Pearson’s linear correlation
dependency with ROE, and social networks
will positively influence SME’s competitive-
ness and stability.

Research question Q2: How do social networks in-
fluence current SME’s business practices and what
one can expect shortly?

To answer the research question Q2, the following
hypotheses were defined:

Hé6:  Social networks and their importance for
SMEs are increasing in the current hy-
per-competitive business environment.

http://dx.doi.org/10.21511/im.16(3).2020.05
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H7:  Facebook is the most important social net-

work channel for SMEs.
2.1. Data sources

For the research, it will be essential to determine
the research sample, whereby they were selected
randomly so that the research sample has a predic-
tive ability and an even representation of SMEs to
research the given issue. 741 European SMEs were
selected and asked for research cooperation. For
research, only those companies with complete re-
search data were taken. The final research sample
had n = 359. The research questionnaire collect-
ed empirical and sociological data. Empirical data
were collected using official SME data valid for the
researched period and official financial statements
and others. The research was undertaken from
2017 to 2019, and it is continuing.

The Likert scale was used for collecting and eval-
uating sociological data. It was published in 1932
by R. Likert. The Likert scale should usually (not
necessarily) use five degrees. An example of Likert
scale may be ‘T agree’, ‘I rather agree’, ‘Half-way’, ‘I
rather disagree’, ‘T disagree’, but may be expressed
otherwise. The advantage of this scale is that it
evaluates respondents’ attitudes and weight (Hayes,
1998, p. 112). Research preparation, research sam-
ple identification, procedure methodology will be
determined based on Gavora (2010, p. 261).

For this research, Paper Aided Personal Interview
was chosen (PAPI). The interviewer visits the re-
spondent and assists in answering the questions.
According to Barbu and Alexandru (2011), PAPI
questionnaire research can be successfully carried
out for management research purposes nationally
and globally.

A prerequisite for the research is that the data will
be obtained from interviews with the owners, man-
agers, top management, employees, and other per-
sons so that the obtained data are cross-sectional.

2.2. Reliability analysis — Cronbach’s
alpha

For the research similar to this article, the meth-
od of calculating Cronbach’s alpha is often used.
According to Cronbach (1951), Cronbach’s alpha
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takes values in the interval of 0-1. Generally, a
Cronbach’s alpha value of 0.7 or higher is inter-
preted as high reliability of the data sample exam-
ined. Cronbach’s alpha is given as follows:

where k is the number of test items, Var(Yj) is
the j scatter of the score, and Var(Y ) is the total
score of the test. Cronbach’s & and its value eval-
uate the plausibility of the data and determine to
what extent the conclusions based on these data
can be reliable.

2.3. Variables

Variables are defined according to Pisai and
Bilkova (2019), in the initial stage of research.

Social networks — rating scale: 0 = not used, 1 =
random use without feedback, 2 = medium lev-
el, use at least once every three months, efficien-
cy control mechanisms is missing, 3 = high level -
the enterprise is working intensively on the use of
social networks, 4 = optimized level - the compa-
ny uses high-level techniques for social networks
usage, and there is a process that continuously
stimulates the company in social networks usage
development.

Return on Equity (ROE) - return on equity capital
ROE = EAT/equity capital.

Controlling - evaluation of the execution and im-
plementation of controlling management activi-
ties in the short term. The level is evaluated based
on the Capability Maturity Model Integration
(CMM) methodology. Rating scale: 0 = absent or
insufficient, 1 = low level, 2 = medium level, 3 =
excellent level with continuous improvement.

Innovation plan - level of usage and implemen-
tation of the innovative plan in the examined
business, with an emphasis on assessing the in-
novations’ success and the feedback for the inno-
vative plan development. Rating scale: 0 = none
or insufficient, 1 = low level, inceptive state, ran-
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dom innovations without feedback, 2 = medium
level, innovations are driven essentially, lacking
the control process of innovation malfunctions,
3 = high level - enterprise is working hard on the
innovative plan and has some results, 4 = opti-
mized level - the enterprise has an innovative
plan at a high level, and there is a process that
constantly stimulates the enterprise to innova-
tive behavior.

Strategic plan — rating scale: 0 = absent or insuffi-
cient, 1 = low level, 2 = medium level, 3 = excellent
level involves automated ideas for innovative atti-
tude and long-term objectives achievement.

Industry 4.0 - rating scale: 0 = missing or in-
accurate, 1 = low level, 2 = medium level, use of
information systems, partial automation, partly
Industry 4.0 tools usage, 3 = advanced level, cloud
solutions, remote control, including automatic da-
ta sharing, Industry 4.0 tools usage, 4 = excellent
level, advanced communication technologies, pro-
duction, data sharing, and full Industry 4.0 tools
usage.

Communication — rating scale: 1 - initial, com-
munication is random, mostly oral, 2 - basically
managed, communication is oriented to opera-
tional tasks, basic electronic communication is
used, 3 - managed, regular communication, elec-
tronic communication, chat, basic cloud solutions,
4 - quantitatively managed - communication is
solved within the organizational structure of the
company, information is subject to security, in-
formation transmission is focused on quality and
speed of its transmission, basics of automated
information and data transmission, 5 - optimiz-
ing - strives for continuous improvement and
development.

2.4. Pearson’s
correlation analysis

The research collected the data from various
management areas, enterprise financial perfor-
mance, and stability of the company, and many
others. To determine important factors — varia-
bles, it is necessary to use a tool to evaluate the
interdependence between these variables. The
solution offers Pearson’s correlation coefficient,
which evaluates the linear dependence of var-

http://dx.doi.org/10.21511/im.16(3).2020.05



iables and its strength. Pearson’s correlation by
Tran (2011) is as follows:

p,,= COV (xy) /00,

with the corresponding correlation sample 7,
given by:

Y

> (5 -x)(3,-¥)

_ =1
(n-1)S.S,

rX,)’

Pearson’s correlation coefficient defines how
strong the relationship between variables is.
According to Tran (2011), Pearson’s coefficient
is a parametric statistical test for determining
the tightening relationship of variables. With
Pearson’s correlation coefficient values above
0.4 (minimum with one of the other variables),
the linkage of the variables will be significant
for this research, and at values above 0.7, it will
be interpreted as very important.

2.5. Statistical analysis model

Research data were analyzed using regression
and correlation analysis methods to prove the
dependence of variables and model definition.
The following procedure is by Pisaf and Bilkova
(2019) additive model. A more detailed way of
analyzing the data is following Darlington and
Hayes (2017). The analysis results will serve the
goal of the achievement and acceptance or re-
jection of the hypotheses.

2.6. Experimental testing

If at least the moderately important relationship
between the variables researched will be proven,
a research sample will be randomly generated for
previous analysis experimental research. These
SME:s will be tested using the research finding and
its implementation and testing again, focusing on
reaching the research objectives.

3. EMPIRICAL
RESULTS

The data of this research were analyzed using an
IBM statistical program SPSS ver. 25. A detailed

http://dx.doi.org/10.21511/im.16(3).2020.05
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description of procedures was performed accord-
ing to the software manual.

3.1. Verifying the consistency
and reliability of the examined
sample

The analyzed sample n =359 was tested for the
tested variables’ complexity with the statistical
program SPSS ver. 25. The calculation of this indi-
cator achieved a value of 0.898 for n = 7 variables.
Cronbach’s alpha value of 0.7 or more means high
reliability and consistency of the analyzed sam-
ple. Based on this result, the examined data can be
presented as highly reliable and consistent.

3.2. Pearson’s correlation analysis

Table 1 shows the Pearson’s correlation analysis re-
sults. For research, it is defined that the correlation
value must be at least 0.4 under at least one other var-
iable researched. All variables pass by these criteria.
The correlation matrix follows the research by Pisaf
and Bilkova (2019) and Pisar and Havlicek (2018).

3.3. Stepwise regression and forward
selection model

Dependent on variable - social networks, the proce-
dure by stepwise regression and forward selection is
used, computing with all variables immediately. The
procedure is following Darlington and Hayes (2017).

The analysis procedure continued by entered and
removed variables to the model. Closer results are
in Table 2.

The next step of model computing is selective re-
gression hyperplanes (Table 3).

Final model - sample regression hyperplane of de-
pendent variable Social networks:

Social networks=—-0.203+0.131- ROE +

0.203- Innovation plan+0.199 - Strategic plan +
+0.254 - Industry 4.0+ 0.125- Communication +
+0.077- Controlling.

This model should be used for forecasting, plan-
ning, and achieving the goals of future values
variables.
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Table 1. Pearson’s correlation of variables

Source: Authors’ data, own processing.

. . Social ‘Innovation: Strategic: L
Variables : i ROE : Industry4.0 : : 8 :Controlling. Commun. ***
i networks : : i plan  plan :
: Pearson’s correlation : i 6807
Social
networks

Commun*** | Sig. (2-tailed) 000 000 000 000 000 000 -

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

Table 2. Variables entered/removed?

Source: Authors’ data, own processing.

Model | Variables entered © Variables removed Method
........... 1 GROE = Stepwise™
.......... 2 ) Strategig'p‘l'g‘q{"lﬁr]'qgvaﬁon plan, Industry 4.0° = Stepwise*

3 i Controlling, Communication ® : - : Stepwise*

Note: a. Dependent variable: social networks, b. All requested entered variables. *(Criteria: Probability-of-F-to-enter <= .050,
Probability-of-F-to-remove >=.100).

Table 3. Inclusion in the final model of dependent variable Social networks

Source: Authors’ data, own processing.

Unstandardized coefficients Stand_ar.dized X
Model z coefficients t Sig.
B std. error Beta
. - (Constant) 576 161 * - 3571 000
ROE .529 .053 466 9.958
(Constant) T s i 150
ROE . 161 .043"“ 142 3.743
2 Innovation plan .249 .058 229 4.292
Strategic plan 27 067 .170 4.052
Industry 4.0 319 046 390 6890
(Constant) —-.203 124 - -1.631 104
ROE 3L 085 116 L2915
Innovation plan . 2038 059 187 3424 0
3 Strategic plan . 99 .071"“ 125 2.808 005 ............
Industry 4.0 ) o254 051 311 5022 ¢+ 000
Communication 125 .055 122 2.298 .022
: Controlling H H .077 '3 ...... .039"“ H .094 H 1.971 050 ............
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Table 4. Model F-test?
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Source: Authors’ data, own processing.

Model Sum of squares df . Mean square F Sig.
(Regression 109198 . ... 109198 99163 .. 000.......
1 Residual 393.125 357 1.101 - -
 Total o 502323 E I N A S
REGIession v (302977 4 e I2AA 134507 ...0000
2 Residual 199.346 354 .563 - -
ot o 502323 C LI S = S
REGIessION v 308109 6 e B30 93071 0007
3 Residual 194.214 352 552 - -
B R e p—

Note: a. Dependent variable: Social networks; b. Predictors: (Constant), ROE; c. Predictors: (Constant), ROE, Strategic plan,
Innovation plan, Industry 4.0; d. Predictors: (Constant), ROE, Strategic plan, Innovation plan, Industry 4.0, Controlling,

Communication.

Table 5. The development of the determination coefficient value (R-squared)

Source: Authors’ data, own processing.

: : : : Change statistics
Model R R-squared .~ Adjusted Std. error of the R-squared g 5
: R-squared estimate i Fchange | dfl df2 : Sig. F change
: change : :
1o aee 217 215 1049 217 099163 1 . 357 . 000
77603 1 599 750 38 114704 3 1 354 000
{783 ¢ 613 607 743 010 4651 | 2 352 010

Note: a. Predictors: (Constant), ROE; b. Predictors: (Constant), ROE, Strategic plan, Innovation plan, Industry 4.0; c. Predictors:
(Constant), ROE, Strategic plan, Innovation plan, Industry 4.0, Controlling, Communication.

These results follow the results by Pisat and Bilkova
(2019). Table 4 shows that the overall F-test model
with six explanatory variables is also significant at
the 5% significance level.

Table 5 shows how the value of the multiple coeffi-
cients of determination gradually increased with
the model’s gradual integration of variables.

The compiled model of n = 6 explanatory variables
depended on variable Social networks — multiple
selection coefficient R* =.783¢ shows 61.3% varia-
bility of the dependent variable explained by the
chosen regression plane. The multiple sample cor-
relation coefficient R = 0.783 is close to 1, at the
level of the variable’s direct linear dependence on
six selected explanatory variables taken together.

3.4.Analysis data interpretation

Statistical analysis results are significant at 1% and
5% levels. Cronbach’s alpha computing results
show that data reliability analyses are on a high
level, and conclusions based on these data are rel-
evant. Based on that, the research questions and
hypotheses will be evaluated.

http://dx.doi.org/10.21511/im.16(3).2020.05

HI: Industry 4.0 is an important factor, stimu-
lating SMEs for the utilization and develop-
ment of social networks as an important tool

for business.

Based on Pearson’s correlation, the wvariable
Industry 4.0 reached a moderate or very tight re-
lationship with all tested variables (see Table 1 for
details). These values are significant for the line-
ar dependence of the variable tested. Based on the
social networks model, Industry 4.0 has an impor-
tant value of 0.254 at a model scale. The compa-
nies, which are using social media as a component
of their business, are also active at using modern
technologies. Hypothesis HI should be declared
as proved.

H2: SME’s innovation potential is positively in-
fluenced by social networks.

The companies that are successful in innovation
activities are also declaring the importance of
social networks to develop innovation poten-
tial. Based on Pearson’s correlation, the variable
Innovation plan reached a moderate or very tight
relationship with all tested variables (see Table 1
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for details). These values are significant for the
linear dependence of variables tested and prov-
ing the role of social media for SME’s innovation
activities. The value 0.203 of Innovation plan of
the social media model declares its importance.
Hypothesis H2 should be declared as proved.

H3: Social networks are improving SME com-
munications skills, supporting communica-
tions reliability, and fastness of information
accessibility.

Based on deep research of communication in SMEs,
it was recognized that communication’s fastness
and reliability are crucial for business operations
in the company. Communication and its impor-
tance were evaluated based on Pearson’s correla-
tion as a moderate or very tight relationship. The
social networks model evaluates Communication
on a 0.125 value. Communication is supported by
using social networks. Hypothesis H3 should be
declared as proved.

H4: SME’s strategic planning and controlling
management performance are supported by
social networks.

The existence of strategic planning and a con-
trolling management system in a company de-
clares that the company can think in the long
term. A company, which uses social networks, can
analyze the current environment and search for
opportunities. Social networks that offer many
opportunities and connections between strategic
planning, controlling management, and social
networks are no surprise. Pearson’s correlation co-
efficient shows a moderate or very tight relation-
ship between variables researched, and the mod-
el of the social networks evaluates strategic plan
(0.199) and controlling (0.077) levels. Hypothesis
H4 should be declared as proved.

Social networks in business will have mini-
mum moderate Pearson’s linear correlation
dependency with ROE, and social networks
will positively influence SME’s competitive-
ness and stability.

Hb5:

Companies, which are using and supporting social
networks as part of their business activities, have a
higher ROE value. Partly because the digital envi-
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ronment is a new growing market place and by so-
cial networks, companies can increase their activ-
ities there. Pearson’s correlation coeflicient shows
the moderate linear dependency between social
networks and ROE (0.466). Hypothesis H5 should
be declared as proved.

QI: How social media are impacting SME competi-
tiveness and stability, what are the most im-
portant factors?

Based on personal research, on statistical analysis,
the results were experimentally tested on selected
companies. The findings are as follows:

o SME’s age - the research showed that compa-

nies younger than five years are using social
networks for current business operation (pro-
motion, communication, marketing research,
...) in 78%, companies aged between 5 and 10
years in 61% and older in 49%. The company
that uses social networks is closely connected
with top management and its support. Usually,
if older people manage the company, 50 years
plus have a lower need for social networks use
and vice versa.

o Business core - SMEs operating a business

closely connected to technologies like, for ex-
ample, IT is usually accepting social networks
like a natural part of the business. SMEs oper-
ating in the technology field are using social
networks in 94% for their business operations.
On the other hand, SMEs from agriculture,
craftwork, animal husbandry, and some types
of services are using social networks only in
21%.

o Industry 4.0 - SMEs operating a business by

using Industry 4.0 or are coming to start with
Industry 4.0 in 3 years are using social net-
works for business operation (hiring employ-
ees, promoting, marketing research, effective
long-distance communication, ....) in 79 %.

« Innovation plan - based on the research, it was

found that companies, which are using social
networks, are also active in innovations. 86%
of the companies, which are using social net-
works on a high level, are also active in inno-
vation activities, have an innovation plan, and
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control management by continuously evaluat-
ing innovation results, focusing on achieving
innovation goals.

Based on data analysis and results, experimental
testing proves the consequences of using social
networks, company stability, and competitiveness.

3.5. Experimental analyses data
testing

The analysis result was experimentally tested to
verify statistical results. This research was com-
pounded from applying research knowledge and
focused on a deeper understanding of social net-
works’ importance for the SME’s innovation po-
tential in Industry 4.0. Based on that, the following
research question and hypotheses were evaluated.
H6:  Social networks and their importance for
SMEs are increasing in the current hy-
per-competitive business environment.

The researched companies operating in social net-
works also had in total higher ROE values, ap-
proximately about 3.6 %. 67% of SMEs, which fo-
cus on using social networks, are active in export,
and 74% are thinking about an expansion using
Industry 4.0 technologies and social networks.
Also, SME’s innovation activities are mainly sup-
ported by social networks in 34 % of companies,
and as a tool for marketing research and inspira-
tion, the social networks for innovation activities
are used in 74 %. Based on previous findings, the
hypothesis H6 should be declared as proved.

H7:  Facebook is the most important social net-
work channel for SMEs.

Through the experimental testing, the research
was also oriented on the most important social
networks platform. It was recognized that the
most used is Facebook with high distance, and
then YouTube and Instagram were important for
SME’s business operations. Based on research re-
sults, hypothesis H7 should be proved.

Hypotheses H6 and H7 helped answer Q2: How
the social networks influence current SME’s busi-
ness practices and what one can expect in the not
too distant future?
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Before answering this question, size, SME’s age,
top management age, and type of industry must
also be important, and it is not possible to answer
in general conclusions. On the other hand, big
numbers’ law is declaring clearly that Facebook
is predominant as a social network tool. The re-
search results show that all SMEs are mostly using
Facebook and do not depend on size, age, or in-
dustry. The companies pronounced that they are
using Facebook and will use this network in the
future (77%).

4. DISCUSSION

In the same period as the authors of this pa-
per, the Association of Small and Medium-sized
Enterprises and Sole Traders of the Czech Republic
(AMSP) carried out social network research in the
Czech Republic. Each research independently re-
flected the importance of using modern technol-
ogies, Industry 4.0, and innovations. AMSP’s re-
search period was 2018-2019. The research objec-
tives were: (1) to use online technologies and tools
for business; (2) to map the approach of Czech
SME:s to digitization and Industry 4.0; (3) to map
the use of modern technologies and access of en-
trepreneurs to Services 4.0; (4) to find out how
business subjects view the use of modern technol-
ogies in the industry; (5) to map the use of mod-
ern technologies in smaller agriculture and farm-
ers’ access to digitization (AMSP, 2019a, b, ¢, d, e;
AMSP, 2018).

Both studies in the following areas showed the
same results and differences. Social networks as an
important tool for business, and social network-
ing knowledge are important to business growth.
AMSP’s result is the same: 9 out of 10 companies
agree that digital knowledge/competence is im-
portant for business growth (AMSP, 2018). The
most widely used tools are websites, mail, and
social media (AMSP, 2018). This research-proven
social network is the most important instrument,
accepting social networks like a natural part of
the business. In contrast, AMSP’s research has
shown that the prevailing form and instrument
of support are websites, e-mail, and social me-
dia, following a significant loss (over 20%) (AMSP,
2018; AMSP, 2019a, b, ¢, d, e). The main difference
is an issue about accepting social networks. The
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reason can be (1) research sample (farm, export-
ing companies, start-up, difference between num-
ber of company employees), (2) years of compa-
ny (start-up, ongoing company), (3) age of own-
ers, managers (generally a younger generation is
more accepting for using modern technology), (4)
kind of managers (generation cooperation and
family manager in case of family company, exter-
nal manage), (5) type of company (self-employed,
limited liability company, joint-stock company),
(6) others (management style, headquarters). The
agreement of both surveys is also in the area of
exporting companies that use social networks to
a large extent. Companies see in this instrument
a more accessible degree of openness to the world.

In the area of social media, Facebook is dominant.
AMSP claims that Facebook is used by 75% of busi-
ness entities (AMSP, 2018). Nastiin, L., Fedorko,
R., Vavrecka, V., Bacik, R., & Rigelsky, M. (2019, p.
16) showed the same results on the dominance of
Facebook as a social network. The impact of social
media, mainly Facebook, is growing. The same result
was obtained by Song (2015, p. 128, 129), his survey
was based on 286 respondents — entrepreneurs and
the most important social network is Facebook, fol-

low by LinkedIn and Twitter. The same result as by
Song confirmed that by AMSP (2018) that 3 out of 4
businesses support their business via Facebook, fol-
lowed by Instagram and LinkedIn.

The companies, which are using social media as a
component of their business, are also active at using
modern technologies. AMSP (2019b) agrees that 2/3
use modern technologies (Internet of Things, online
marketing, and cloud services). Companies use on-
line reservations, orders, social media, or cloud ser-
vices in the case of services. Nearly 1/2 of the enti-
ties have a social networking profile for promotion,
acquisition, and communication” (AMSP, 2019¢).
Social network importance is confirmed by Kupec
(2018), Petrti, Tomaskova & Kroslakova (2019).
AMSP’s result is that 8 out of 10 companies consid-
er innovation important; 3 out of 10 even considered
it very important. Process innovation and product
innovation are the most common types of imple-
mented innovations (AMSP, 2018). The authors of
this research agree that the companies, which are
successful in innovation activities, also declare the
importance of social networks for the development
of innovation potential. The consequence of this is
the growth of ROE values.

CONCLUSION

The research aimed to determine the importance of social networks for SME’s competitiveness and
long-term stability. Based on previous findings and experimental testing, the authors can declare that
social networks are crucial factors for SME’s innovation potential in Industry 4.0. The companies, which
are using social media as a component of their business, are active at using modern technologies, are
successful in innovation activities, and are also declaring the importance of social networks for the de-
velopment of innovation potential. Fastness and reliability of communication are crucial for business
operations in the company. The existence of strategic planning and controlling management system
in a company declares that the company can think in the long term. The companies, which use social
networks, can analyze the current environment and search for opportunities based on the relationship
between strategic planning and controlling management, are also active in innovations, and have an
innovation plan. By controlling management, they are continuously evaluating innovation results with
the emphasis on achieving innovation goals. These companies have a higher value of ROE and are close-
ly connected with top management and their support. Usually, if older people manage the company, it
has a lower need for social networks use and vice versa. The SMEs operating a business closely connect-
ed to technologies, usually accept social networks like a natural part of the business.

The knowledge and findings obtained can be used for deeper research and application in business prac-
tice. Also, the research opened topics for deeper research. If companies want to know how to talk about
them, it is clear that it is better to be in social networks than not to be. It is a good idea to learn more
about potential and existing customers, their opinions, habits, or tastes. If a business says yes, social
networks should not miss it. Their potential is far from being exploited.
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