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Abstract

The article aims to compare important management factors between SMEs in the service sector and
SME:s in other entrepreneurship sectors. The study was realized in the Czech Republic and the Slovak
republic over SMEs in the service sector and other sectors in 2019-2020. The data were collected from
the owners or top-level managers; the total sample used in the study was 822 SMEs. The questionnaire
was constructed in an online version and was fulfilled by 240 SMEs in the service sector and 582 other
companies in the Czech or Slovak republic. The research hypotheses were evaluated by basic statistics
tools: contingency tables, Z-score, and Chi-square test. The results showed that there are significant
differences in the agreed attitudes to the statement: "I manage the company for more than 8 hours a day"
between the Czech (62%) and Slovak (71%) respondents in the service business sector. Neither
nationality nor the business sector is essential determinants in the perception of human capital as the
most critical element in the company (8 out of 10 respondents) and the fact that the owner (manager) of
the company should regularly evaluate the performance of its subordinates and motivate them to
innovate in work processes. The results are interesting for the entrepreneurs themselves and for entities
and organizations that help SMEs' business activities in selected countries, respectively, for economic
policymakers.
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1. Introduction

Management is a distinct and essential function that determines the viability and success of the
firm. Managing the service sector concerning the small and medium-sized enterprises (SMEs) has
become very competitive due to the numerous ways or styles that a particular manager or country adopts
to operate with and the current dynamism of the environments (Pisar & Bilkova, 2019). Global
competitiveness has been one of the major factors contributing to the increased need for innovation and
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adaptation in several business fields (Dima et al., 2018). It is implied in management and business models
as well (Tantau et al., 2018).

According to Mensah (2004), enterprises are generally characterized as controlled by one
individual, with almost all major decisions taken by the proprietor or the owner. Thus, SMEs often face
management problems. There are poor strategic plans for the development of the enterprise due to the
lack of managerial skills of the entrepreneurs, especially in the field of business risk management
(Hudakova et al., 2018; Belas et al., 2018, Kljucnikov et al., 2016; Kozubikova et al., 2015) are among
them. There is also highly volatile working capital and difficulty accessing finance (Rahman et al., 2018;
2017), some barriers for innovations (Hvolkova et al., 2019). They use archaic technology and depend
on manual labor, and they mostly resort to unpaid labor (Priem et al., 2012). The success of SMEs also
depends on the current situation in the labor market (Koysova et al., 2018).

In view of this, management is seen as a distinct function within an SME enterprise's organization.
SMEs play an essential role in the economic development of the country. Therefore, the definition of
management of an enterprise has become difficult with regards to each country's point of view in terms
of employment, the value of assets, annual turnover, and paid-up capital (Soomro & Aziz, 2015).

Many countries in the world find it difficult as to why enterprises' service sector keeps declining
due to its sustainability and growth rate and therefore spending vast sums of money across the globe to
conduct a study (Bilan et al. 2017; Soomro & Aziz, 2015). A business can increase success in any
economic activity using global know-how and local resources (Bratianu & Anagnoste, 2011; Paunescu,
2014). There is, therefore, a need to conduct this study, which will help in managing the service sector of
the enterprise (SMEs). According to Soomro & Aziz (2015), enterprises have common benefits when
properly managed to both national(countries) and international institutions. Therefore, these institutions
would determine if financial or management services support to the enterprises would help them
significantly towards their countries' growth.

According to resource-based theory, owner-managers of small and medium-sized enterprises
(SMEs) often lack internal resources to face various economic challenges such as management of the
service sector and rely on external services providers (De Bruyckere et al., 2020; Cera et al., 2019).

Concerning the increasing number of enterprises in the Czech Republic and Slovakia, a sizable
number of research works and publications have been authored for the management of enterprises and
service sectors, leaving out the factors that account for the failure of managing the service sector
enterprises. To the present authors' knowledge, few research works have been done without considering
the two countries' comprehensive comparative analysis. Therefore, this study aims to make a
comprehensive comparison of the two countries of what factors exactly account for enterprises' service
sector management.

The present study seeks to add to existing literature and fill the research gap in the following
ways: (1) the factors which are influencing the management of enterprise complying the two countries
that is the Czech Republic and Slovakia and (2) the factors that seek to affects the management of service
sector enterprise with regards to the above two countries. Above all, the study would benefit the existing
and new industry players to adopt new managerial skills to help them in the service sector enterprise.

The remaining part of this paper is structured as follows: the second part is dedicated to the
literature review, developing the research hypotheses and clarifying the covariates which make two groups
comparable; the third part deals with methods and procedures, including measurement of variables,
sampling and data collection, the statistical tests and matching methods; the results are presented in
section four, and the discussion and concluding remarks are dealt with in section five.

2. Literature review
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2.1 Management of SMEs

Ever since people began to form groups to achieve goals that they could not achieve alone,
management has been essential to ensure the coordination of individual's efforts.

According to Kwaku Amoah (2018) and Lewandowska and Stopa (2019), SMEs are seen as
contributors to socioeconomic growth based on the significant impacts in increasing the gross domestic
product, innovation, and entrepreneurship. As SMEs serve as an engine contributing to the economys, its
management becomes a critical issue. Management of SMEs is defined as the process whereby the firm's
entrepreneurs or owners rely on the current and past working experience derived from other working
environments or places, skills, and exposures acquired to manage the firm (Mamabolo & Myres, 2020;
Meyer et al., 2018). Project management practice has a significant impact on annual turnover and number
of employees dynamics not only in private companies but in social enterprises as well (Kubickova &
Hodzi¢, 2019).

Often, SME managers do not have sufficient awareness of managing the firm's processes during
unforeseen business circumstances. They need to realize the scale of the ongoing technological and
informational changes in the market, act proactively, and use all possible resources, that is, dynamically
adapt their behaviour (Pratono, 2016).

In this article, it is intensely debated that the problem of SMEs management can be solved by
acquiring adequate skills and knowledge. Skills are defined as the application of knowledge through direct
observation to execute a task or solve a problem (Marvel et al., 2016; Mishchuk et al. 2016; Macerinskiené
& Survilaite, 2019). Research on SME management can be guided through human capital theory (Becker,
1994), which states that individual workers have a set of skills or abilities that can be improved through
training and education (Gluchman, 2018). This theory takes into account such components of personal
qualities as knowledge, skills and personality (Awiagah et al., 2016; Hayton & McEvoy, 2006 and Isonzo,
20006). At the same time, it argues that small and medium-sized enterprises entrepreneurs should use the
abilities of an individual or employee to performing various responsibilities in the field of activity.

One of the major challenges comforting SME management currently is technological and
managerial innovation. They are an essential determinant of economic development not only from the
point of view of the microsphere but also in the evaluation of macroeconomic development and
forecasting of economic cycles of countries (Behun et al. 2018). In the literature, it was also concluded
that SMEs could be managed adequately by paying critical attention to those dual keys mentioned above
and making sure it is properly introduced to the organisational system of SMEs (Zufan et al., 2020; Cieslik
& Michalek, 2018; Kot et al., 2019; Bocconcelli et al., 2017; ). One of the studies conducted suggested
that most SMEs generally lack the skills of information and communication technology (ICT) in its
management of the organisation (Ion & Andreea, 2008; Androniceanu & Tvaronaviciené, 2019).
Currently, the use of information and communication technology cannot be overlooked regarding the
role been played by this key factor (Ion & Andreea, 2008; Zadorozhnyi et al., 2018). However, when
critical attention is paid to the use of information communication technology, SME management can be
easier since it improves the managerial processes and practices.

2.2 Employees in Participation Management Styles

Different management styles are practised by managers of SMEs to enhance individuals and
collective efficiency of employees (Nadeem, 2012; Klju¢nikov et al., 2019). "Participation is a process by
which influence is shared among individual who is otherwise hierarchical unequal" (Zia & Nouman,
2014). In the same literature, participation management style was defined as a practice whereby managers
involve individuals or subordinates in taken decisions or addressing problems confronting the
organisation, information sharing and processing. From the above literature, it was concluded that
participation management style could serve as a tool in solving SMEs management problems. However,
it was argued that the impact of participative decision making on organisations could not be overlooked.
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In the management process, it is crucial to avoid the appearance of too many variations, as well as to
emphasise the understanding of the task by all participants in the management (Zhang et al., 2017).

However, a group of researchers have shown that a participative management style has been
defined as joint decision-making between supervisors and employees offers a potential benefit to the
organisation and its employees. It was therefore agreed that involving employees in participative
management also enhances the capabilities and skills of the employees, increase in social and mental
demands and above all pose a responsibility for others to collaborate (Nadeem, 2012; Day et al., 2005;
Geberth et al., 2003; Gluchman, 2019). Zhang et al. (2017) argue that it is essential for SMEs to focus on
the learning organisation to develop employee innovation, emphasise teamwork, and improve
management through exploitative learning. Improvements in management should be results-oriented.
Similar published research state that participative management practices are often perceived as a wide
range of variety of potential benefits for the organisation which shapes the organisational employees
mental and job satisfaction (Argyle & Lu, 1990; Mikalauskas et al., 2019).

2.3 Employees in Decision-Making of SMEs

Involving employees in decision-making has always become a challenge for managers, especially
SME:s, since it requires risk on the part of the management (Spreitzer & Mishra, 1999). In the said
literature, employees with specialisation are seen to perform better when involved in the decision-making
of the organisation because they filed like they are part of the management.

However, in the works of (Nadeem, 2012; Leake et al., 1998), it was observed that when
employees are well involved in the decision-making process with regards to setting goals, developing
work schedules or job rotations, delegate authority, gives the organisation a sense of hope of sustainability
in the area of its management and performance. However, the involvement of employees in decision-
making brings about the feeling of "'we" are part of the management and hence makes it a positive
relationship between management and employees (Rozsa et al., 2019; Nadeem, 2012; Zia & Nouman,
2014).

A firm's performance in the literature is often reflected in the value-added per employee. Due to
the small size of an SME, all employees need to be proactively involved and fulfilled to be successful. To
involve an employee in decision-making, increase his proactivity, and attract to cooperation with
colleagues, SMEs can use various pay for performance bonuses. By the way, cooperation is one of the
most important factors in the success of an SME (Wanget al., 2016). When employees are involved in a
decision-making process, the issue of understandability improves in the organisation because people are
more committed to duties or actions when they are really involved in the process. Employees pay less
attention to competition in the workplace and more to collaborative at work on joint goals or objectives
and also a social commitment to each other is increased as a result of decision-making involvement
(Nadeem, 2012). The involvement of employees often brings about a positive impact on the organisation
in the area of maximising profit and growth (Andersén, 2017; Wach et al., 2016). Staff turnover can be a
significant risk for SMEs. When employees who are the most educated and qualified in their field leave
the workplace, SMEs, due to their small size, cannot always make up for the lack of knowledge and train
a new employee in time. Therefore, maintaining employee loyalty and loyalty is an essential task (Rozsa
et al., 2019). That is why managers of SMEs have identified the occupational well-being of its employees
as a contributing factor that influences their conduct in the organisation (Andersén, 2017).

2.4 Performance Evaluation of SMEs Management

Many SME's managers encounter different problems as to how employees are evaluated in the
area of performance. Good management and perception of talent risk can help improve the efficiency
and productivity of an SME. Many entrepreneurs are dissatisfied with employee performance, which only
means that there are significant gaps in how managers drive and manage employee performance
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(Kotaskova et al., 2020). Ahmed et al. (2013) defined employee performance evaluation as the assessment
of employees or workers through the use of different types of data in their decision-making. In the said
literature, performance evaluation serves as a potential tool for effective and efficient management of the
organization's human resources and evaluation of staff that help develop individuals, improve
organizational performance, and feed into business planning.

Additionally, most SMEs managers in assessing employees' performance use a manual approach,
which stands the chance of been bias and therefore proposed the use of modern and efficient internet-
based systems in its evaluation of employees (Kaur & Sood, 2017). The proper use of a modern and
efficient approach to assessing employees makes the management of SMEs easier. So far, minimal
literature exists on SMEs employees' performance evaluation, which therefore calls for new research in
this area.

Morteover, employee performance evaluation in Cengiz Toklu & Taskin, (2017) "identified the
gap between expected and existing performance, performance improvement opportunities and
supporting continuous improvement, providing information for long-term decisions and enabling
interaction between processes and stakeholders." It calls for a proposal of flexible, dynamic and practical
performance evaluation tool from management and organization viewpoint for SMEs. Performance of
the SMEs also depends on the structure of the service sector. As in the case of Taiwan, knowledge-
intensive business services register a high level of productivity and profitability (Chung & Tseng, 2019).

2.5 Human Capital in SMEs Management or Service Sector

The mention of human capital as an essential element of SMEs or management of the service
sector can be found already in the 18th century: Adam Smith defined it as the economic value of an
employee's experience and skills. "This economic value or asset includes education, skills, intelligence,
health, and other employee values such as loyalty and punctuality” (Kenton, 2019). The presence of these
factors affects the overall management and performance of an organization or service sector (Muda &
Rahman, 2016).

One can also find the definition of human capital as the knowledge, skills and experience of
employees, as well as a decisive element in the process of transforming information into valuable
knowledge that will improve the results of the firm's performance and, therefore, are considered
intangible resources for the firm. Human capital is seen in three main categories: capability and potential,
motivation and commitment and innovation and learning. "Capability and potential referral to the
educational level, professional skills, experience, attitudes, personal networks, values, and the ability of
current employees to evolve within the organization. Motivation and commitment refer to whether
employees align their interests with those of the firm, while innovation and learning show the degree to
which employees ate open to change" (Muda & Rahman, 2010).

With the help of human capital, companies can create and develop organizational structure and
strategy. R&D and human resources can be used to improve the impact of brand equity on a company's
profitability, although as noted by He et al. (2019), the effectiveness of such use may be negligible in non-
state companies and companies in the service sector. It is noted that the quality of the SME business
environment also depends on human capital - quality employees trained to work in this area (Kotaskova
& Rozsa, 2018). As an example of the positive impact of developed human capital on SMEs in the service
sector, we can cite the Sardo et al. (2018) research, from which it follows that the financial performance
of hotels and the tourism industry, in general, directly depends on the experience and skills of employees.

Developed human capital is strategically important and valuable to the firm. Improving human
capital can be achieved through one-to-one training, organizing training events, training and skills
development to encourage the exchange of knowledge, experience and know-how between employees
and customers (Muda & Rahman, 2016; Ferreira & Franco, 2019). It is noted that there is a relationship
between the influence of human capital on the success of the firm and how the knowledge of
managers/owners of SMEs was obtained. Interestingly, some courses may not be helpful in staff
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development if they are not related to practice or personal experience. The author also argues that
previous work experience has a positive effect on productivity but does not have much of an impact on
profitability (Soriano & Castrogiovanni, 2010).

The development of human capital plays an important role in building the management of an
organization. For example, innovativeness is an essential determinant of entrepreneurial orientation in
the service sector (Hernandez-Perlines et al., 2019). Innovation leads to proactive and risky behaviour by
managers. The literature notes that some SMEs are increasingly investing in intellectual capital, which is
continuously associated with an increase in the innovative activity of the firm. These actions are relevant
in the modern competitive market of developed countries, which differs in that it is achieved not by
reducing costs, but through innovation (Agostini et al., 2017).

3. Aim, Methodology, Methods And Data

The article aims to compare important factors of management between SMEs in the service sector
and SMEs in other sectors of entrepreneurship. A comparison between selected groups of SMEs is
provided separately in the Czech business environment and the Slovak business environment. This topic
was a part of extensive research of the management, business risks and bankruptcies in the SMEs
conducted at Tomas Bata University (and other partners' universities) in period 2019-2020.

The random selection method based on the mathematical function "Randbetween" was used to
select SMEs from "CRIBIS" in both countries. Subsequently, SMEs were addressed via an email
requesting to fulfil out an online questionnaire. The questionnaire was intended for the owner or the top
managers of SME (hereinafter referred to as "respondents"). The response rate in the Czech Republic
was approx. 5.7% (the number of addressed entrepreneurs was more than 8 000). The number of
addressed businesses in the Slovak Republic was more than 10 000. The response rate of completed
questionnaires was approx. 3.7%.

The questionnaire covered (77questions): a) basic characteristics of entrepreneurs and their
enterprise— the locality of entrepreneurship (region of residence), the sector of the economy; the size of
the enterprise; the type of enterprise; gender; age and the level of education of an entrepreneur; b)
enterprise risks assessment — market risk, strategic risk, financial risk, personal risk, legal and operational
risk; ¢) risk management - how do respondents identify and quantify risks in their company; d) the
attitudes of respondents of statements of the bankruptcy of small and medium-sized enterprises. We
have managed to collect the total of 822 (100%) fulfilled questionnaires, 454 of them were from the
Czech enterprises (55.2%), and 368 were from their Slovak enterprises (44.8%).

The questionnaire was created in two versions according to the nationality of the respondent.
Slovak version is available at A#tps:/ / forms.gle/ i X3qY eqregREFeAF6, and the Czech version is available
at https:/ [ forms.gle/ okjZyp Arnd BpSHEDS

The respondents could comment on the management risk (MR) and their sources (MR1, MR2,
MR3 and MR4) by one of the following answers: I strongly agree (answer - Al), I agree (A2), I neither
agree nor disagree (A3), I disagree (A4), and I strongly disagree (A5). The sources of the management
risk are:

MRI1: I do business (manage a company) intensively (more than 8 hours a day).

MR2: I apply a participative management style (involving employees in decision making).

MR3: I consider human capital in the company as the most important one.

MR4: The business owner (manager) should regularly evaluate the performance of their
subordinates and motivate them to innovate workflows.

The authors formulated the following null statistical hypotheses:

H1: There are significant statistical differences between attitudes of respondents on the selected
sources of the management risk in the Czech Republic (H1_CR) and in the Slovak Republic (H1_SR).
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H2: The business sector is no significant statistical factor of evaluating the source of management
risk (H2_MR1, H2_MR2, H2_MR3 and H2_MR4) between respondents of the Czech enterprises.

H3: The business sector is no significant statistical factor of evaluating the sources of management
risk (H3_MR1, H3_MR2, H3_MR3 and H3_MR4) between respondents of the Slovak enterprises.

H4: The business sector is no significant statistical factor of evaluating the positive attitudes on
the sources of management risk (H4_MR1, H4_MR2, H4_MR3 and H4_MR4) between respondents of
the Czech enterprises.

H5: The business sector is no significant statistical factor of evaluating the positive attitudes on
the sources of management risk (H5_MR1, H5_MR2, H5_MR3 and H5_MR4) between respondents of
the Slovak enterprises.

In the first step, contingency tables were used to evaluate the formulated research hypotheses
(H1, ... H5) in order to classify the attitudes of the respondents according to the type of answer (Al, ...,
A5) and the characteristics of the respondents (nationality: CR, SR and business sector: service companies
(SC) and other companies (OC)). The number of companies is expressed in absolute terms (number of
respondents) and relative (percentages). Hypotheses H2 and H3 were evaluated using the Chi-square test,
provided that the conditions for its implementation are met (number of respondents in each type of
response more than 5; ...). Differences between groups of respondents by the business sector are
significant if the p-value of the Chi-square test is less than the level of significance (« = 0.05). Hypotheses
H4 and H5 were evaluated using the Z-score in order to compare positive attitudes among respondents
according to the business sector separately in the surveyed research countries (CR, SR). The differences
between the positive attitudes of the respondents according to the business sector are significant if the
p-value of the Z-score is less than « = 0.05. The statistical-analytical software SPSS Statistics was used to
evaluate the formulated research hypotheses.

The overall structure of respondents (n = 822) according to their demographic characteristics
(CR/SR):

e respondent's highest level of education: 231/77 (50.9%/20.9%) secondary education, 34/21
(7.5%/5.7%) bachelot's university education, 168/234 (37.0% / 63.6%) mastet's / engineering
university education, 21/36 (4.6%/9.8%) doctoral university education;

e gender of respondent: 323/253 male (71.1%/68.8%) and 131/115 (28.9%/31.2%) female;

e age of respondent: 69/66 (15.2%/17.9%) age up to 35 years, 106/79 (23.3%/21.5%) age from
36 - 45 years, 122/106 (26.9%/28.8%) age from 46 to 55 years, 157/117 (34.6%/31.8%) age over
55 years;

e relation of education to the national economic sector of business: 171/138 (37.7%/37.5%) yes,
entrepreneurs in the area I studied, 158/140 (34.8%/38.0%) ate to some extent related (some
business processes related to the area I studied), 125/90 (27.5%/24.5%) untelated,;

e respondent's job position in the company: 100/83 (22.0%/22.6%) 1 am the owner of the
company; 354/285 (78.0%/77.4%) I am a manager in a company.

4. Results

The structure of respondents according the business sector in the CR/SR (%) is: 133/107
(29.3/29.1) services (SC); 91/76 (20.1/20.7) retailing (R); 79/70 (17.4/19.0) manufacturing (M); 63/41
(13.9/11.1) construction (C); 11/15 (2.4/4.1) tourism (T); 11/8 (2.4/2.2) agriculture (A); 10/10 (2.2/2.7)
transportation (TR); 56/41 (12.3/11.1) another area of entrepreneurship (AA). The authors compare the
attitudes of respondents between two groups of respondents in the CR and SR (454/368 is 100%):
133/107 (29.3%/29.1%) setvices (SC) and 321/261 (70.7%/70.9%) other companies.

Table 1 summarises the results of the assessment of the management risk sources of respondents
according to and their nationality.
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Table 1. Evaluation of respondents' attitude to the management risk sources

Type of Czech republic Slovak republic

answers MR1 MR2 MR3 MR4 MR1 MR2 MR3 | MR4

Al + A2 311 330 374 402 268 293 321 323
(%) 68.5% 72.7% | 82.4% | 88.5% | 72.8% | 79.6% | 87.2% | 87.8%
A3 74 79 50 38 54 59 44 41
(%) 16.3% 17.4% | 11.0% | 8.4% 14.7% | 16.0% | 12.0% | 11.1%

A4 + A5 09 45 30 14 46 16 3 4
(%) 15.2% 9.9% 0.6% 3.1% 12.5% 4.4% 0.8% | 1.1%
TC 74.956 81.021

P — value <0.001 <0.001

Source: own data collection.

The results (see Table 1) showed that up to 88.5% of respondents fully agreed with the statement
(A1) that the owner (or top manager) should regularly evaluate the performance of his subordinates and
motivate them to innovate work practices in tourism. In the Slovak Republic, the number of respondents
is slightly smaller (87.8%). The most significant differences between respondents by nationality are in the
attitude to the use of participatory management (involvement of employees in decision-making). The
number of Slovak respondents with an entirely positive attitude to the statement is 79.9% compared to
72.7% of Czech respondents. There ate statistically significant differences between the respondents'
attitudes to selected statements on the management of the company in CR (TC = 74.956; p-value <0.001).
There are statistically significant differences between the respondents' attitudes towards selected sources
of strategic risk in the Slovak Republic (TC = 81.021; p-value <0.001). Statistical hypotheses H1_CR and
H1_SR are rejected.

The structure of the entrepreneurs' answers (source MR1 of management risk) according to the
business sector (SC, OC) and nationality (CR; SR) were: CR: (OC/SC) — A1 — 159/45; A2 —70/37; A3
—46/28; A4 —26/13; A5 — 20/10 and SR: (OC/SC) — A1 — 116/39; A2 — 76/37; A3 — 37/17; A4 —
27/10; A5 — 5/4. The following Table 2 summarises the results of the assessment of the management
risk' source (MR1) of respondents according to the business sector and their nationality.

Table 2. Evaluation of respondents' attitude to the management risk source MR1

CR SR
MRI1 Business sector Business sector
OcC SC OcC SC
Al + A2 229 82 192 76
(%) 71.4% 61.7% 73.6% 71.0%
A3 46 28 37 17
(%) 14.3% 21.1% 14.2% 15.9%
A4 + A5 46 23 32 14
(%) 14.3% 17.2% 12.2% 13.1%
SUM 321 133 261 107
TC 1.236 0.421
p-value 0.539 0.810

Source: own data collection.
Note: OC — Other companies; SC — Service companies; TC — Test criterion of Chi-square test.

The results (Table 2) show that 61.7% of Czech and 71% of Slovak SMEs in the service sector
stated that they run the company (business) intensively (more than 8 hours a day). The business sector is
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a statistically significant factor in the assessment of consensus on the source of MR1 management risk
among entrepreneurs in the service sector and other SMEs in CR (Z-score = 2,022; p-value = 0.044). We
reject the H4_MR1 hypothesis. The business sector is not a statistically significant factor in the
assessment of consensus on the source of MR1 management risk among entrepreneurs in the services
sector and other SMEs in the Slovak Republic (Z-score = 0.497; p-value = 0.617). We accept hypothesis
H5_MR1. Hypotheses H2_MR1 and H3_MR1 are accepted because there are no significant differences
between the selected sectors in the structure of responses to MR1 in CR (Chi-square test = 4.438; p-
value = 0.109) or in SR (Chi-square test = 0.260; p-value = 0.878).

The structure of the entreprencurs' answers (source MR2 of management risk) according to the
business sector (SC, OC) and nationality (CR; SR) were: CR: (OC/SC) — A1 —97/53; A2 — 137/43; A3
—54/25; A4 —24/9; A5 —9/3 and SR: (OC/SC) — A1 —89/37; A2 — 1195/48; A3 — 41/18; A4 — 11/4;
A5—1/0. The following Table 3 summarises the results of the assessment of the management risk' source
(MR2) of respondents according to the business sector and their nationality.

Table 3. Evaluation of respondents' attitude to the management risk source MR2

CR SR
MR2 Business sector Business sector
OcC SC OcC SC
Al + A2 234 96 208 85
(%) 72.9% 72.2% 79.7% 79.5%
A3 54 25 41 18
(0/0) 16.8% 18.8% 15.7% 16.8%
A4 + A5 33 12 12 4
(0/0) 10.3% 9.0% 4.6% 3.7%
SUM 321 133 261 107
TC 0.367 The prerequisite for performing testing
p-value 0.832 is not met

Source: own data collection
Note: OC — Other companies; SC — Service companies; TC — Test criterion of Chi-square test.

The results (Table 3) show that 72.2% of Czech and 79.5% of Slovak SMEs in the service sector
use a participatory management style in the company (i.e. the involvement of employees in decision -
making. The business sector is not a statistically significant factor in the assessment of consensus on the
source of MR2 management risk among entrepreneurs in the service sector and other SMEs in the CR
(Z-score = 0.156; p-value = 0.873), nor in the SR (Z-score = 0.055; p-value = 0.960). We accept
hypotheses H4_MR2 and H5_MR2. We accept the H2_MR2 hypotheses because there are no significant
differences in the structure of MR2 responses in CR between the selected sectors (Chi-square test =
0.367; p-value = 0.832). Due to the non-fulfilment of the condition for performing the test, it is not
possible to evaluate the hypothesis H3_MR2 in the SR.

The structure of the entrepreneurs” answers (source MR3 of management risk) according
business sector (SC, OC) and nationality (CR; SR) were: CR: (OC/SC) — A1 —185/79; A2 —77/33; A3
—38/12; A4 —12/8; A5—-9/1 and SR: (OC/SC) — A1 —147/66; A2 —79/29; A3 —32/12; A4 —2/0; A5
—1/0. The following Table 4 summarises the results of the assessment of the management risk' source
(MR3) of respondents according to the business sector and their nationality.

The results (Table 4) show that 84.2% of Czech and 88.8% of Slovak SME:s in the service sector
agree with the statement (Al + A2) that human capital is the most important in the company. The
business sector is not a statistically significant factor in the assessment of consensus on the source of
MR3 management risk among entrepreneurs in the service sector and other SMEs in the CR (Z-score =
-0.660; p-value = 0.509), nor the SR (Z-score = -0.573; p-value = 0.569). We accept hypotheses H4_MR3
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and H5_MR3. We accept the H2_MR3 hypotheses because there are no significant differences in the
structure of MR2 responses in CR between the selected sectors (Chi-square test = 0.761; p-value = 0.684).
Due to the non-fulfilment of the condition for performing the test, it is not possible to evaluate the
hypothesis H3_MR3 in the Slovak Republic.

Table 4. Evaluation of respondents' attitude to the management risk source MR3

CR SR
MR3 Business sector Business sector
OC SC OC SC
Al + A2 262 112 226 95
(0/0) 81.7% 84.2% 86.6% 88.8%
A3 38 12 32 12
(%) 11.8% 9.0% 12.3% 11.2%
A4 + A5 21 9 3 0
(%) 6.5% 6.8% 1.1% 0.0%
SUM 321 133 261 107
TC 0.761 The prerequisite for performing testing
p—value 0.684 is not met

Source: own data collection

Note: OC — Other companies; SC — Service companies; TC — Test criterion of Chi-square test.

The structure of the entrepreneurs' answers (source MR4 of management risk) according business
sector (SC, OC) and nationality (CR; SR)were: CR: (OC/SC) — A1 —179/68; A2 —107/48; A3 —27/11;
A4 —5/3; A5 —3/3 and SR: (OC/SC) — A1 — 134/52; A2 —92/45; A3 — 31/10; A4 — 3/0; A5 —1/0.
The following Table 5 summarises the results of the assessment of the management risk' source (MR4)
of respondents according to the business sector and their nationality.

Table 5. Evaluation of respondents' attitude to the management risk source MR4

CR SR
MR5 Business sector Business sector
ocC SC ocC SC
Al + A2 286 116 226 97
(0/0) 89.1% 87.2% 86.6% 90.7%
A3 27 11 31 10
(0/0) 8.4% 8.3% 11.9% 9.3%
A4 + A5 8 6 4 0
(0/0) 2.5% 4.5% 1.5% 0.0%
SUM 321 133 261 107
TC 1.283 The pretrequisite for petforming testing
p-value 0.527 is not met

Source: own data collection

Note: OC — Other companies; SC — Service companies; TC — Test criterion of Chi-square test.

The results (Table 5) show that 87.2% of Czech and 90.7% of Slovak SMEs in the service sector
agree with the statement (A1 + A2) that the business owner (or top manager) should regularly evaluate
the performance of their subordinates and motivate them to innovate workflows. The business sector is
not a statistically significant factor in the assessment of consensus on the source of MR4 management
risk among entrepreneurs in the service sector and other SMEs in the CR (Z-score = 0.572; p-value =
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0.569), nor in the SR (Z-score = -1.081; p-value = 0.280). We accept hypotheses H4_MR4 and H5_MR4.
We accept the H2_MR4 hypotheses because there are no significant differences in the structure of MR2
responses in CR between the selected sectors (Chi-square test = 1.283; p-value = 0.527). Due to the non-
fulfilment of the condition for performing the test, it is not possible to evaluate the hypothesis H3_MR4
in the SR.

5. Discussion

The case study demonstrated the following findings. There are significant differences between
Czech and Slovak respondents in the service business sector in the statement that I manage more than 8
hours a day (71% of SMEs in services in the Slovak Republic/61.7% of SMEs in services in the Czech
Republic). There are no significant differences between respondents in other business sectors to the
above statement (73.6% of SMEs in services in the SR/71.4% of SMEs in setvices in the CR). At the
stage when the firm has limited financial resources, building relationships with clients, stakeholders is the
primary task of the owner (founding) of the company. Much of the success of a business in moving to
the next stage depends on skills, experience, and how they are used in managing people (Muda & Rahman,
2016). It is important to note that teach stage of the firm's activities requires specific kills. Thus, the
owners can use their knowledge and strengths, or at some stages delegate the management of the process
to managers (employees) who have the necessary experience and skills (Mamabolo & Myres, 2020).

Eight out of ten respondents, regardless of nationality or business sector, fully agreed with the
statement that they consider human capital to be the most important in the company. Significant
differences were not confirmed either between countries or between business sectors. The findings are
consistent with a large amount of existing literature. For example, according to Sardo et al. (2018), human
capital is of great value, especially for SMEs working in the service sector. Since it is high-quality
employees who know and love their job that can influence the disposition of customers and the increase
of the service provided by the company. Our findings are supported by the He et al. (2019) research,
which indicates that SMEs place particular emphasis on human capital as a way of protecting company
innovation and a way of developing a brand. At this time, large companies often focus on the
development of R&D and intellectual property; financial investments in these areas are expensive. The
data also agree with Muda & Rahman (2016), which states that human capital is an essential tool for
transforming information into valuable data that positively affects the operation of the firm. The
professional skills and experience of employees, their educational level and motivation are essential. That
is why companies pay much attention to improving the qualifications of their employees, organizing
courses and training (Agostini et al., 2017), and taking steps to increase engagement and motivation
(Andersén, 2017; Wach et al., 2010).

There are no significant differences in the use of participatory business management between
companies in the services sector and other companies in the CR or the SR. The influence of the business
sector on the involvement of employees in the management of the company was not confirmed in the
business environment in the CR or the SR. It is noteworthy that the data obtained from the article of
Zehir et al. (20106), which claims that encouraging the active participation of employees in the activities
of the company has a positive effect on its efficiency. Moreover, for the employee, it is a stimulating
indicator that his opinion is valuable, which leads to his proactive influence in the work of the company.
For example, Andersén's (2017) study, cited in the existing literature, argues that while employee
involvement in decision making can lead to profits and benefits for the company, it is essential that
managers do not forget about role ambiguity, which can lead to negative consequences in decision
making. A similarly more cautious view of involving employees in management and decision-making
within the company is shared by Zhang et al. (2017). It is vital that when making decisions, they are
focused on the result, and with the participation of several departments does not lead to some uncertainty.
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Interestingly, the data presented in the study is different from some of the Mesuat al. (2015)
studies for the Netherlands where it is noted that for industrial SMEs, a directive leadership style works
better than a participatory leadership style. While a participatory leadership style leads to subordinate
commitment, in small manufacturing firms where production is less automated, clear orders and
leadership from a company that knows the ownet's job is essential. Also, a patticipatory leadership style
can look like a weakness in the eyes of subordinates when the owner is "forced" to ask for advice.

On average, nine out of ten respondents (CR: OC = 89.1%, SC = 87.2%; SR: OC = 86.6%, SC
= 90.7%), regardless of nationality or business sector, fully agreed with the statement that the business
owner (manager) should regularly evaluate the performance of its subordinates and motivate them to
innovate their work practices. Significant differences were not confirmed between respondents by
nationality and also between business sectors in selected countries. The data agree with the study, where
O'Neillet et al. (2016) note that since the efficiency of the company is aimed at achieving profit, the
measurement of efficiency should be objective, based on indicators selected in the company and be
managed by the owner or top management of the company. The required level of control can also be
carried out by a quality management system based on quality assurance reports, timely management and
quality workflow. Meanwhile, Pesaljet et al. (2018) point out that the control of the productivity of
industrial SMEs should be based on such values as an open culture, the sharing of successes and failures,
and a low power distance. The primary control is carried out by the owner of the company (it is he who
is the key link in performance control) or the leading manager, which is consistent with the results of our
study. Often the key performance indicators are financial indicators - profitability, product turnover,
liquidity. Performance systems are installed to provide monitoring, providing real-time information. This
allows owners to increase the involvement of employees in the company's processes and their
commitment. Some studies note that employee productivity is highly dependent on the internal climate
of the company, perceptions of the firm's practices, and overall job satisfaction (Muda & Rahman, 2016).
Thus, motivated and satisfied employees require less control over their activities.

6. Conclusion

The aim of the article was compared important factors of management between SMEs in the
service sector and SMEs in other sectors of entrepreneurship separately in the Czech Republic and the
Slovak Republic.

The results of the case study brought common and different features between respondents
according to nationality (CR and SR) and also between selected groups according to the business sector
(SMEs in the field of services and other SMEs) separately in the examined countries. There are significant
differences between companies in the service sector and other companies in the CR. Entrepreneurs in
services are significantly less engaged in entrepreneurship (61.7%) than entrepreneurs from other
business sectors (71.4%). In the Slovak Republic, there are no significant differences between these
groups of SMEs. As many as eight out of ten respondents consider human capital to be the most
important for a company. As many as nine out of ten respondents say that a business owner (manager)
should regularly evaluate the performance of their subordinates and motivate them to innovate their work
practices. There are no significant differences between the groups of respondents (nationality, business
sector) on the above statements.

One of the limits of the research is the fact that data collection from small and medium-sized
enterprises in the Czech and Slovak Republics took place for the most part before the outbreak of the
COVID-19 virus pandemic. Also, the study compares only two Central European countries. The
percentage of SMEs in selected business sectors is comparable to the total number of SMEs in the given
sectors (and countries). However, in the future, it is necessary to verify the achieved results on another
sample of respondents.
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The following research activities of the authors will focus on finding significant differences in the

perception of economic, financial, technological, legal, legislative factors between small and medium-
sized enterprises in the services segment and other business sectors in selected Central European
countries.
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