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This paper investigates the financial aspects of small and medium
enterprises (SMEs) in the Slovak wood-processing industry. The aim of
the survey was to determine the level of understanding and
implementation of financial controlling, and to identify its potential for
future implementation. The survey revealed a low level of understanding
and implementation of this tool in Slovak wood-processing SMEs,
because the use of all analyzed instruments of financial controlling was
in small enterprises in a range of 15% and in medium-sized enterprises
up to 40%. However, medium-sized enterprises were substantially more
equipped than small enterprises at applying and recognizing the benefits
of financial controlling. Based on the results of this research, the
framework for a standardized model of financial controlling for Slovak
wood-processing SMEs was proposed, as a practical way of improving
company performance models.
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INTRODUCTION
The concept of controlling first appeared as a business management model in the
second half of the last century. A comprehensive review of the concept and its
development in English and German language literatures was provided by Eschenbach’s
research (2004). His book was based on twenty years of research by thirty members of a
research group from the Institute of Business Management at the Vienna University of
Economics and Austrian Controller Institute. It also draws on the work of Baumgartner
(1980), Drucker (1981), and Anthony (1988). From results obtained within the analysis
of secondary sources, it can be concluded that controlling is being carried out in
enterprises in the various functional areas, the area of cost – cost controlling, the area of
investment – investment controlling, and in the finance area – financial controlling, etc.
Financial controlling is a relatively independent business model that was created
toward the end of the 20th century (Fischer et al. 2012). The concept of financial
controlling addresses financial balance (equilibrium) and a company’s profit margin,
taking into account profitability targets (Fickert et al. 2003). The aim of financial
controlling is not a substitute the role of manager or financial manager. Its function is
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advisory, informative, innovative, coordinative, and control (Šatanová 2005). Financial
controlling roles can be summarized as follows:
 information support in the financial planning,
 support to set financial goals of the enterprise,
 continuous acquisition and processing of information to support financial
decisions,
 designing of addressed methods, processes and procedures in particularly defined
areas of financial controlling,
 support of control with an emphasis on the analysis of gaps and propose the
measures for dealing with them,
 processing information in the reports and overviews,
 preparation of financial forecasts (forecast, estimate).
These techniques, procedures, and methods of financial controlling serve as a
support tool for optimal decisions in finance that should be adopted by enterprise
management (Bieliková et al. 2014). The effectiveness of this model is determined by the
quality of the controlling tools, methods, techniques, the consistency of the planning and
control mechanisms, and the standard of the information systems (Claussen 2003; Fischer
2012). Slovak and Czech authors have reported the implementation of the principles of
financial controlling in a corporate management situation, as have Freiberg (1996),
Foltínová (2009), Havlíček (2011), and Sedliačiková (2015), among others. These
authors point to the importance of controlling as a financial instrument that allows the
preparation of variants for the preparation of optimal management decisions in the field
of finance.
Eschenbach (2004) pointed out that the application of controlling in enterprises
varies depending on the type and size of the business. Furthermore, there has been the
potential to improve SME performance with controlling measures in place. This was the
main motivation behind the analysis of the controlling principle application in SMEs, as
reported by Sedliačiková et al. (2012), and is the motivation for this paper.
SMEs are a crucial part of the economic potential in most countries of the world,
and this is so even in the case of the Slovak Republic. A clear and explicit definition of
terms 'small' and 'medium' does not exist. Approaches to definition of a SMEs are
therefore different from author to author. Their division, especially quantitative, is
different depending on the size of the national economy and on the belonging to branches
of the national economy (Úradníček and Zimková 2009). According to the European
Commission, small and medium size enterprises represents those enterprises that employ
fewer than 250 persons and whose annual turnover does not exceed 50 million € and / or
total net amount of assets is not exceeding 43 million € (Benčíková et al. 2013).
This present case study analyzes the financial controlling application methods of
SMEs in the Slovak wood-processing industry. The proposed method provides an
effective performance management tool for SMEs. This is particularly valuable in the
current turbulent economy. At present, SMEs are the main engines of economic growth
and often become the carriers of innovation and modernization of the technological and
manufacturing processes (Závadský and Hiadlovský 2014). Therefore, it is desirable to
create conditions for the sustainable development and growth of SMEs (Lesáková 2008;
Ismail 2011).
The current theoretical knowledge and practical experience of wood-processing
SMEs were investigated using a questionnaire to evaluate the method of financial
controlling. The results provided reliable feedback on the level of application of financial
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controlling methods. Commonly applied in unstable macroeconomic and microeconomic
environments, this method provides valuable techniques for beginners, as well as
experienced entrepreneurs, and also proposes the implementation of a financial
controlling model for those enterprises that are lacking, or have minimal knowledge and
experience in that area. This paper deals with the issue of financial controlling and its
application in Slovak wood-processing SMEs, based on their own experience and the
results of several research projects.
The application of financial controlling in business practice of SMEs aids the
management of both cost and revenue. As Klieštik et al. (2015) state, this contributes to
the possibility of increasing efficiency and tax optimization in the company, and also
allows the use of more effective tools in the management of cash flow. The overall effect
is to reduce the risk of primary (inicial) insolvency (it is caused by the company itself)
and secondary insolvency (it is caused by customers who do not pay on time) and thereby
to strengthen the financial stability of the company (Musa and Musová 2010).
Therefore, the objective of this work is to explore the idea of financial controlling
of Slovak wood-processing SMEs. This research reports the financial controlling systems
from a random sample of SMEs, and focuses on the current state of awareness and use of
financial controlling, and its potential to improve performance.

EXPERIMENTAL
The research methodology consisted of three phases. In the first phase, methods of
summary, synthesis, and analysis of the field were used, and a short review was prepared.
In the second phase, a questionnaire was administered to generate empirical data on
Slovak wood-processing SMEs. The questionnaire results were evaluated using
descriptive and statistical method - multi-factor analysis of variance (MANOVA). In the
third phase, a model of the financial controlling for wood-processing SMEs was
designed. Every model used economic, social, or biological systems as set out by Mitro et
al. (2008). The proposed used social and economic systems and it was based on the
implementation experience of previous models. The model should help enterprises create
a compact reporting system that will improve the financial performance of woodprocessing SMEs.
Data Collection
The data collected were specifically designed to discover the current level of use
of financial controlling tools in SMEs and to find out if enterprise practice in the given
area corresponded to the modern best practice techniques. The questionnaire was
structured in two parts, as shown below:
Part A - 3 questions: Type of enterprise (A1 - A3),
Part B - 7 questions: Financial controlling (F2 - F9).
Part A recorded the enterprise characteristics of size (small or medium), type (trading or
manufacturing), and length of existence (up to 1 year, up to 5 years, up to 15 years, or
over 15 years). Part B aimed to identify the state, level, and rate of implementation of
financial control methods in selected enterprises, as well as to identify potential interest
of selected SMEs in the solved issue.
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Sample Size
The sample frame was Slovak wood-processing SMEs. In 2014, the Slovak
Association of Wood Processors identified approximately 7,650 wood-processing
companies (SAWP 2014). The questionnaire was sent via e-mail to 500 SMEs. The
financial research data was collected from 193 SMEs. The sample size was determined
using the following equation (Scheer 2007):
z2 / 2 . p1  p 
n
2p

(1)

where n is the size of the sample set, z / 2 is the values of the standard normal random
variable (reliability specified at the 95% level, i.e. α = 0.05 corresponds to z = 1.96), Δ p
is the required exactness (error of estimation determined at 5.65%), and p is the ratio
(relative frequency) quality sign in the basic set (determined at 50%).
The actual sample size was 193 SMEs, which presents the 38.6% returned
questionnaires of the total questionnaires sent. This was considered to be a representative
sample size. Based on previous research by Matejková (2012), the minimum sample size
would be significant at 150 companies. The reduced sample size increased the error of
estimation to 7.05%.
Methods of Evaluation of the Research
The survey data were evaluated based on descriptive, graphical, and statistical
analyses. The multi-factor analysis of variance (MANOVA) technique was used to
determine significant differences between the three factors: the size of the company (A1),
the type of company (A2), and how long it had been in existence (A3). All statistical
analysis and graphical presentations were done using the STATISTICA 10.0 statistical
software. The qualitative questionnaire variables were analyzed by assigning numerical
values to the answers, on a scale of 1 to 3. Value 1 was assigned to answer - yes, the
instrument is used in the enterprise, value 2 - the instrument is used in the enterprise
partially and value 3 – no, the instrument is not used in the enterprise. It means that the
number one has marked the answer that represents the maximum degree of financial
controlling tools implementation. Points were increased with decreasing the level of
implementation of the instrument.
The results for manufacturing and trading companies are shown in separate panels
(Figs. 1 to 6). The horizontal axis shows the A3 factor (up to one year, up to five years,
up to 15 years, or over 15 years), and the A1 factor (small, medium, or large companies).
Numerical values are recorded on the vertical axis, which represents point scores
of individual answers. However, the numerical scale on the vertical axis is in all
MANOVA graphs in range from -2 to 5. In this range it is possible to illustrate the
variance form median. These values represent the answers to particular questions. All of
the results are presented as point estimates with their associated 95% confidence
intervals. Statistical significance is defined by the associated p-value. The values of p ≤
0.001 mean that the differences are "very highly significant" (99.9%). In case when p is
in range 0.001 < p ≤ 0.01 – it means the differences are "highly significant" (99.0%) and
when p is in range of 0.01 < p ≤ 0.05 then the differences are "significant" (95.0%). If
p > 0.05 then the difference is "non-significant" (90.0%).
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To determine the level of understanding and implementation of financial
controlling in Slovak wood-processing SMEs were used the following criteria (Table 1).
Table 1. Criteria for the Assessment of the Use of Financial Controlling
Level of understanding and
implementation of financial
controlling
Low (%)
Medium (%)
High (%)

Small enterprises

Medium enterprises

0.0 -15.0
15.1 - 40.0
40.1 – 100.0

0.0 – 40.0
40.1 – 60.0
60.1 – 100.0

Small enterprises have lower capacity, personnel and financial opportunities for
financial controlling. For this reason, the thresholds for determination the understanding
and implementation of financial controlling are designed separately for small enterprises
and medium-size enterprises.

RESULTS AND DISCUSSION
Results of Empirical Research
The empirical research found that only 11.6% of small and 37.2% of medium
enterprises presently use financial analyses and prognoses. The MANOVA results
suggest that in respect of their use of financial controlling techniques, medium enterprises
perform better than small enterprises, and manufacturing enterprises perform better than
trading enterprises. While the factor length of the operation on the market has no relevant
effect on the observed variable, it was found that medium manufacturing enterprises with
length of the operation on the market to 15 years have applied these activities to a greater
extent. These techniques were least used by small trading enterprises that had existed for
less than a year (Fig. 1 and Table 2).
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The methodology and techniques of financial planning were used by only 9.7% of
small and 39% of medium enterprises. The MANOVA results revealed significant
differences between small and medium enterprises and between trading and
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manufacturing enterprises, in favor of manufacturing enterprises. The age of the
enterprise seemed to have had no influence over whether or not the company uses
financial planning, except for small manufacturing enterprises in operation up to 15 years
(Fig. 2 and Table 3).
Table 2. Basic Table of Three-factor
Analysis of Variance for F2
Source of
variation

Sum of
Squares

Average
Size of
enterprise (A1)
Length of
existence (A3)
Type of
company (A2)
Size × Length

DoF

Variance

F-ratio

p-value

400.422

1

400,422

543.103

0.000

4.385

1

4.385

5.947

0.016

2.408

3

0.803

1.088

0.357

6.188

1

6.188

8.392

0.005

Table 3. Basic Table of Three-factor
Analysis of Variance for F3
Source of
variation

Sum of
Squares

DoF

Variance

F-ratio

496.574

1

96.574

1209.435

0.000

9.528

1

9.528

3.205

0.000

0.415

3

0.138

0.337

6.190

1

6.190

15.075

p-value

0.261

3

0.087

0.118

0.949

Average
Size of
enterprise (A1)
Length of
existence (A3)
Type of
company (A2)
Size × Length

2.102

3

0.701

1.707

0.170

Size × Type

0.386

1

0.386

0.524

0.471

Size × Type

0.368

1

0.368

0.897

0.346

Length × Type

0.173

3

0.058

0.078

0.972

Length × Type

2.965

3

0.988

2.407

0.071

0.723

Size × Length
× Type

0.323

3

0.108

0.263

0.852

Size × Length
× Type

0.980

3

0.327

0.443

0.799
0.000

Controlling activities that support the management of liquidity (working capital,
ongoing liquidity, and short-term liquidity surpluses and deficits) are used in only 4.8%
of small and 16% of medium enterprises. The MANOVA results confirmed that workingcapital controlling processes are used more in manufacturing than in trading enterprises
(Fig. 3 and Table 4). In controlling ongoing liquidity, there is a significant difference
between small and medium enterprises, in favor of medium enterprises. In addition, there
are differences between manufacturing and trading enterprises in favor of manufacturing
(Fig. 4 and Table 5).
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Table 4. Basic Table of Three-factor
Analysis of Variance for F4
Source of
variation

Sum of
Squares

DoF

Variance

F-ratio

653.140

1

653.140

1876.885

0.000

0.737

1

0.737

2.119

0.148

2.320

3

0.774

2.223

0.089

4.477

1

4.477

12.865

0.000

1.338

3

0.446

1.282

0.284

Average
Size of
enterprise (A1)
Length of
existence (A3)
Type of
company (A2)
Size × Length

Size × Type

1.637

1

1.637

4.703

0.032

Length × Type
Size × Length
× Type

2.308

3

0.769

2.211

0.091

1.461

3

0.487

1.399

0.247

Average
Size of
enterprise (A1)
Length of
existence (A3)
Type of
company (A2)
Size × Length

pvalue

Table 5. Basic Table of Three-factor
Analysis of Variance for F5
Source of
variation

Sum of
Squares

DoF

Variance

F-ratio

p-value

618.455

1

618.455

1665.199

0.000

1.745

1

1.745

4.698

0.032

1.619

3

0.540

1.453

0.231

1.939

1

1.939

5.219

0.024

1.106

3

0.369

0.993

0.399

Size × Type

1.007

1

1.007

2.711

0.102

Length × Type
Size × Length
× Type

0.886

3

0.296

0.796

0.499

1.738

3

0.579

1.560

0.203

When examining their application of tools for controlling short-term liquidity
surpluses and deficits, the size, type, and age of the enterprise did not play important
roles (Fig. 5 and Table 6).
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Table 6. Basic Table of Three-factor
Analysis of Variance for F6
595.366

1

595.366

0.128

1

0.128

0.322

0.572

0.671

3

0.224

0.564

0.640

0.557

1

0.557

1.404

0.239

1.094

3

0.365

0.920

0.434

Size of
enterprise (A1)
Length of
existence (A3)
Type of
company (A2)
Size × Length

Size × Type

0.823

1

0.823

2.075

0.152

Length × Type
Size × Length
× Type

1.054

3

0.351

0.886

0.450

1.864

3

0.621

1.567

0.201

Size of
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pvalue
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3
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0.849

1.838

1
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3
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Financial control techniques aimed at analyzing and monitoring the causes of
variations in the cash flow are used by only 6.5% of small and 35.7% of medium
enterprises. Multi-factor analyses of variance indicated that medium-sized enterprises and
manufacturing enterprises are significantly different because they use these techniques
more commonly (Fig. 6 and Table 7). It was found that 38.6% of small and 41.7% of
medium enterprises would welcome an informative seminar on these issues. This
indicates a relatively high interest to learn more about financial controlling. Multi-factor
analyses of variance indicated that medium-sized trading enterprises were not as
interested in seminars as their time in business decreased; however, for medium-sized
manufacturing enterprises, interest grew with the age of the enterprise. For small-sized
enterprises, except for trading enterprises up to 15 years old, interest in a seminar on
financial control declined with age, perhaps because of a lack of money for this type of
activity. However, only 5.1% of small enterprises and 19.5% of medium-sized enterprises
had positive expectations of their future implementation of financial controls. On the
contrary, some enterprises, and especially medium-sized enterprises, were actively trying
to remedy their shortcomings. The multi-factor analyses of variance showed that the
interest of medium-sized enterprises in implementing financial control increased with
their age; however, this was not true for small-sized enterprises.
From the results and findings of empirical research it can be concluded that the
level of understanding, as well as implementation of financial controlling in SME, was
generally low, because the use of all analyzed instruments of financial controlling is in
small enterprises in the range of 15% and in medium-sized enterprises up to 40%.
Controlling financial results can be applied in small and medium-sized wood and
furniture companies (Šatanová 2005; Sedliačiková 2010; Sedliačiková, Šatanová and
Foltínová 2012). It can be concluded that compared to the previous findings, there was a
slight increase in the use of the instrument in practice of Slovak wood processing SMEs.
This is a positive trend in the perception of instrument’s benefits and its subsequent
implementation. Presented empirical research, however, enriched the above named
studies on findings in the categorization of companies in terms of factors, such as
company size, type of business and length of the operation on the market. The studies
were also enriched with the proposed implementation model of financial controlling in
SMEs.
Proposed Financial Controlling Model for Wood-Processing SMEs
The theoretical and practical importance of financial controlling is to ensure the
financial health of enterprises (Blazek et al. 2002). Considerable diversity of opinion
about what qualifies financial controlling has resulted from the analysis of these
approaches and is reflected in the works by authors. For example Foltínová and Belan
(1997) limit financial controlling to working-capital, ongoing liquidity, and short-term
liquidity surpluses and deficits. This approach can be regarded as very constrained. On
the other hand, Freiberg (1996), Blazek (2002), Claussen (2003), Taets von Amerongen
(2003), Fickert et al. (2003), and Fischer (2012) have enriched this approach with
financial planning and control, which is a broad interpretation of the previous approach.
Horváthová and Gallo (2003) have stressed the determination of the financial policies and
objectives of the business, the financial and economic analysis of a company, as well as
modern methods for the evaluation of business performance. However, their approach
does not include financial control. It can be stated that the current business and economic
theory and practice express significantly different opinions of domestic and foreign
Sedliačiková et al. (2016). “Controlling SMEs,” BioResources 11(1), 439-450.
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experts on the content of financial controlling, as well the unclear definition and division
of tasks between the financial controlling and financial management. These authors are
dealing with the issue of financial controlling, regardless of its application in terms of
enterprise size.
1.

FINANCIAL ANALYSES

a) Ex-post
 Calculation of financial and differential ratios
 Evaluation of indicators development in
time
 Comparison of corporate indicators with
average indicators in business sector
 Analysis of the interrelationships among
ratios (Du Pont equation, Pyramidal
decomposition of indicators).
 Proposal of actions for upcoming periods

b) Ex-ante
 Creditworthiness models
(Index of Creditworthiness)
 Bankruptcy models (Index
In 05)
 Scoring methods (Quick
Test)

ACTIVITIES OF FINANCIAL CONTROLLING

2. MODERN METHODS OF PERFORMANCE EVALUATION
OF ENTERPRISES
a)
b)
c)

(EVA, RONA, DCF)

Economic Value Added (EVA),
Return on Net Assets (RONA),
Indicators of Discounted Cash Flow (DCF)
3. FINANCIAL PLANNING

a)
b)
c)
d)
e)

Simulation models on the basis of EVA indicator
Pyramidal decomposition of EVA indicator
Identification of key factors with a positive and a negative impact on business
performance
Simulation of long-term financial plan
Calculation of planned EVA indicator.
Company value evaluation
4. CONTROLLING OF WORKING CAPITAL

a) Controlling of receivables
 Stage before receivable generation –
preventive stage.
− retrieving and processing of information
about customers requesting trade credit
− setting up the payment terms under which
credit can be granted
− method selection of securing the
receivables
 Stage after receivable formation monitoring and treatment of receivables.
 Stage of managing receivables after the
due date – collection of receivables

b) Controlling of stocks
 Evaluation of positive and
negative effects of stock
keeping.
 Evaluation of fundamental
issues related to stock keeping
 Evaluation of stock
methodology proposal
 Determination of optimal stock
level
 Stock monitoring
 Communication with other
departments (marketing,
manufacturing, logistics,
procurement)
5. CONTROLLING OF ONGOING LIQUIDITY
Daily liquidity condition:
daily payment force > expenses due on certain day

6. CONTROLLING OF SHORT-TERM LIQUIDITY SURPLUSES
AND DEFICITS
Alternative solutions of liquidity surpluses and deficit
7. FINANCIAL CONTROL OF CASH FLOW)
a) Setting up of control parameters
b) Identification and analysis of deviations
c) Communication and handling of deviations

Fig. 7. Model of financial controlling for wood-processing SMEs
Sedliačiková et al. (2016). “Controlling SMEs,” BioResources 11(1), 439-450.
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The present empirical research shows that there is no unified set of monitoring
and appraisal methodologies for financial control amongst Slovak wood-processing
SMEs. Our proposed model for financial controlling (Fig. 7) consists of methodologies
and processes that include seven basic key areas. The findings suggest that the
implementation of this model can help enterprises create a compact control reporting
system in this area of corporate finance. The fundamental premise of this model is that
the role of financial controlling is not limited to decision making, but to prepare
methodological procedures and alternative solutions for the management of the company
on the basis of which of those decisions can be made (Eschenbach and Siller 2011). As
reported Drábek and Halaj (2008), the optimal financial management decisions are a
prerequisite for the growth of enterprises performance. The increasing of enterprises
performance is also the main aim of the proposed model.

CONCLUSIONS
1. The current business theories and practices of wood-processing SMEs are defined
differently among domestic and foreign authors/experts on the topic of financial
controlling. There appears to be a division of tasks between financial controlling and
financial management. This case study of Slovak wood-processing SMEs resulted in
the proposal of a financial controlling model for SMEs to improve performance.
2. Realized empirical research mapped out the real situation in the study area in the
Slovak wood-processing SMEs. A lot of inspiring information was revealed in the
surveyed work about the possibilities of implementation, the use and benefits of
financial controlling for those enterprises, which would like to build their financial
health and competitiveness of the enterprise with tools that financial controlling
offers them.
3. In this case study sample, the SMEs level of understanding, as well as
implementation of financial controlling, was generally low, because the use of all
analyzed instruments of financial controlling is in small enterprises in a range of 15%
and in medium-sized enterprises up to 40%.
4. Medium-sized enterprises and manufacturing enterprises mostly recognized the
benefits of financial controlling as a supporting tool for the financial management and
financial health of the company. Conversely, fairly new, small manufacturing
enterprises exhibited the least appreciation for the usefulness of financial controlling.
An analysis of variance confirmed that either enterprise size or type and trading or
manufacturing, were statistically significant factors in determining results.
5. The age of the enterprise (up to 1 year, up to 5 years, up to 15 years, or above 15
years) was a statistically non-significant factor in all of our questions. Although some
SMEs have applied these methods to some extent, the empirical research has not
identified the use of a comprehensive set of tools and techniques for financial
controlling in Slovak wood-processing SMEs.
6. From the findings, it can be concluded that the business-economic practice of woodprocessing SME's in this field is inconsistent with the modern best theory and
practice.
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