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Abstract

Small and medium-sized enterprises play an important role in the European economy as a source
of entrepreneurial skills, innovation and employment. Strategic management is vital for long-term
competitiveness of these organizations, and even more significant when struggling with a crisis.
Enterprises with strategic management are able to look into their future and their managers are able
to recognize upcoming issues in advance so they are much better prepared for them. Crisis is then
perceived as a phenomenon which is more common than rare. It is therefore essential that businesses
reflect the aspects and impacts of the crisis in a corporate strategy and managers learn to manage
crises effectively.

The article deals with a partial research of the management of small and medium-sized enterprises
in the Czech Republic. It is focused on defining a strategy by the managers of these organizations
and the assessment of the significance of crises. Only about 25% of the companies formulated a
strategy for the future direction of the organization. The crises happen in all organizations, varying
in degrees and intensity. The importance of crisis is evaluated by the managers by an average rate of
3.4 (where the highest rate was five). The aim of the article is an assessment of the importance of
crisis as seen by the managers in strategically managed organizations structured according to sectors
of the economy. For primary data collection, the questionnaire method was used.

Keywords: strategy, crises, management, small and medium-sized enterprises, sectors of the national
economy.
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1. INTRODUCTION

Small and medium-sized enterprises
(SMEs) play a significant part in economic
activity through employment, innovation and
growth (Floyd & McManus, 2005), acting as
a supplier of goods and services to large
organization and any lack of product quality
could adversely affect the competitive ability
of the larger organizations (Deros et al.,
2006). In the European Union, SMEs
account for 99.8 per cent of companies,
generate 60 per cent of GDP and employ 70
per cent of private sector workers (European
Commission, 2008).

In the Czech Republic, the share of SMEs
in the total number of active enterprises in
2014 was 99.84%. The share of employees
of small and medium enterprises in the total
number of employees in the business sector
in the Czech Republic in 2014 amounted to
59.39% (MPO, 2016). At present time, as
environment for conducting business and for
private enterprise is highly competitive and
since external and internal conditions for
managing and economising change
dynamically, it is crucial that every company
has clearly defined conception of their
future. They define this conception by clear
and proper strategy (Rehof, 2013).

The field of strategic management is
largely concerned with how firms generate
and sustain competitive advantage
(Ambrosini & Bowman, 2009). Strategy has
been defined by Johnson and Scholes (1993)
as the direction and scope of an organisation
over the long term: ideally, which matches
its resources to its changing environment,
and in particular, its markets, customers or
clients to meet stakeholder expectations.
Strategy is an organizing process that
involves both formulation and
implementation (Porter, 1996). Strategy is

the pattern of decisions in a company that
determines and reveals its objectives,
purposes, or goals, produces the principal
policies and plans for achieving those goals
(Andrews, 1971, Freeman, 2010). Strategy is
about how an organization sets about getting
to where it wants to get (Thompson &
Martin, 2010).

Any entity, a company or municipality,
should constantly try to improve itself
(Rehof, 2015). Aims of development,
created and realized, within strategic
management bring comparative effect
(Lednickz, 2006) or competitive advantage
to organizations (Vodacek & Vodackova,
2009). Developing organisational strategy
can help organisations and destination to
avoid or limit the severity of rapid change
induced by crises or disasters (Ritchie,
2004).

Faulkner (2001) notes an increasing
number of disasters and crises which affect
the tourism industry, ranging from natural to
human influenced incidents. Crisis
management and organisational continuity
are important competencies for managers in
both the public and private sector (Lee &
Harrald, 1999).

A number of techniques have been
identified by researchers and practitioners to
help in the proactive planning and strategy
development for the prevention or reduction
of crises and disasters through sensing
potential problems (Gonzales-Herrero &
Pratt, 1998, Kash and Darling (1998).

There are the main influences which
determine the strategy and style of
management to to problim of crisis (Booth,
2015). A number of authors have attempted
to define a crisis to help improve their
understanding of this phenomenon.

Rais (2007) defines the crisis as such a
stage in the life of an organization with a
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negative development of its productive
potential and decline in sales for a long
period of time. Fialovd & Fiala (2006) define
the crisis as accumulation of negative
influences that make the proper functioning
in the area impossible, calling for problem-
solving approaches. Generally speaking, the
crisis it described as a decisive moment. This
is the time when the organization develops
adverse performance and unless the situation
is resolved in time; its existence is at risk
(Rehot, 2016).

The ability of business owners/managers
to think strategically in the midst of a crisis
is a key factor in an organisation’s long-term
survival, but at present there is very little
advice available on how to do this most
effectively (Vargo & Seville, 2011). Some
managers shine during a major crisis, while
others don’t. As a strategic manager, one
must follow a comprehensive protocol that
includes the implementation of teams,
systems and tools to respond to a crisis
(Springer, 2008).

2. RESEARCH

This article aims to assess the impact of a
strategy if an organisation to the importance
of the crisis, as seen by the managers in
SMEs in the Czech Republic. A partial
objective is to evaluate the relation between
the importance of crises and a defined
strategy within the sectors of the national
economy as classified by OECD (2014):

Al Industry: High and Medium High
Technology;

A2 Industry: Medium Low and Low
Technology;

B1 Knowledge-intensive market services;

B2 Less knowledge-intensive market
services;

C Agriculture, construction and utilities.

The data were collected from 183
companies in the Czech Republic in 2014.
Research sample was selected using non-
probable random selection, with regard to
circumstances of the data collection. The
data necessary for conducting the research
were collected by a questionnaire survey and
they were supplemented by qualitative data,
obtained through in-depth interviews as well
as case studies.

Representatives of different companies
responded to questions concerning mainly
crises that they had to solve during their
operation on the market. Each of the selected
companies identified at least 3 crises they
had to deal with trying to minimize the
impact on their business activities. Crises
that were defined this way were
consequently divided into 19 categories. The
total number of crisis occurrence was 753.

Data were tested using two-sample
Wilcoxon test and his asymptotic variant.
This test is a non-parametrical two-sample
test, which is most frequently used, when the
condition of data normality is not met.

Let Xy, ..., X, and Yy, ..., Y, be two

independent random samples from two
continuous distributions, whose distribution
functions can only differ in displacement.
X0.50» Yo 50 States for the median of the first

and second distribution. The hypothesis that
the distribution functions of the two
distributions are the same is always tested, in
other words, the medians are tested for
equality. The result of test is compared to the
alternative hypothesis (the first of medians
X0.50 of companies which have strategies, is

greater than the latter) (Freund & Wilson et
al. 2010; Friedrich & Majovské 2010):
Hp = X0.50 = Yo.50 = 0 versus Hy= X 50 >

¥o.50 (Budikova & Kralova et al., 2010).
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In the first stage, all (n + m) values Xy, ...,
X, and Yy, ..., Ym are arranged in ascending
order by size. The entire process takes place
electronically using test statistics software
and this step is not described in the article,
because it is a lapidary operation.
Furthermore, the totals of orders Xy, ..., X,
are identified and stated as T;. The sum of
the values in the order of companies which
do not have strategy Y1, ..., Y,,, will be stated
as T,. The next step was to calculate the test
statistics for U; and U,, while applies that
U; + U, = mn (Friedrich & Majovska 2010):

n(n+ 1) m(m + 1)

~Ty . Up=mn o (1)

U; = mn

If statistics min {U;,U,}2>tabulated
critical value, for the selected ranges of both
selections and chosen level of significance,
then than we may reject the null hypothesis
of the identity of the compared groups on the
significance level a = 0.05.

Since for both samples in all test cases
applies that n, m are greater than 30 the
asymptotic variant of the Wilcoxon test
(Mann-Whitney test) is undertaken, which is
used for n and m higher than thirty
(Budikova & Kralova et al., 2010):

. mn
U; — 55
Uy 2 )
mn(m + n + 1)
12
Critical codomain for right-side

alternative id W= <K,,n>. Non-negative
values k; a k, are strictly defined in critical
literature. H is rejected on the level of
significance a, if Uy e W (Freund, Wilson et
al. 2010).

3. RESULTS AND DISCUSSION

Strategic management formulates the
principles for the functioning of the entire
organization and defines the long-term
priorities, direction and areas that the
managers should deal with. Using strategies,
they determine the way the corporate
objectives are achieved. Properly set
strategies are vital for success and
competitiveness of SMEs. According to
survey results, only 1/4 from a total of 183
organizations formulated their strategy in
writing (see Table 1). The organizations
managed this way can adapt to changes in
the environment. They also can flexibly
change its strategy and fight against potential
crises. Unfortunately, almost 3/4 of SME
managers in the Czech Republic are not yet
able to look further into the future to prepare
for future crises. The companies without an
established strategic management lack the
ability to see and manage their distant future
actively.

Two-sample Wilcoxon test (Mann-
Whitney U test) at the level of importance of
o = 0.05, was used to test the Hy hypothesis

Hy
importance of crises is the same in both
groups and the Hx= X 50 > y(.50 Supposing

= X050 — Y050 = O supposing that the

that the crises in organizations without a
strategy are more important. For both
hypotheses, X stands for organizations with
a strategy and Y stands for organizations
without strategy.

The p-value is, according to Table 2,
equal to 0.4769. Considering that the o valie
is 0.05, than the considion that p-value > a is
evident. Accordingly, the final p-value is
greater than the o, meaning that the null
hypothesis should not be rejected.
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Table 1. Strategy formulation in SMEs in
the Czech Republic

Strategy n %

NO 137 74.9
YES 46 25.1
Total 183 100

The results are reported in the box-plots in
Figure 1. They reported that both groups of
enterprises see crises as the same important.
Medians of both groups are at 3.4 points. The
level of the middle quintile is also the same,
ranging from 3.0 to 4.0 points. Enterprises
without strategic management differ only in
the wider range of values at the level ranging
from 1.4 points to 5.0 points.

After that, the sample was divided into
five groups based on the OECD
classification. The groups were tested by the
same statistical method as the whole sample
of 183 enterprises. Hypotheses were
identical, and the resulting data is shown in
Table 3.

As Table 3 revealed, p-value is close to
zero in one case only — for Bl group

(0.0068). Here, due to a positive value of Z
(2.7059) it can be said that the enterprise
with a strategy evaluated a crisis more
significantly, compared to the enterprises
that do not have a strategy. In all other cases,
it was not possible to reject the null
hypothesis Hj, as in the main sample.

However, a particular relation can also be
assumed in other categories, as shown in the
following box-plots.

The left side of Figure 2 shows Al
enterprises. The figure reveals that the
enterprises with strategies have a wider
range of values, ranging between the
minimum of 1.4 points and the maximum of
4.4 points. The median quantile ranges from
3.0 to 3.4 points. Just as the median which is
at 3.0 points, which is similar for the
enterprises that do not use a strategy, at the
level of 3.2 points. It is interesting that
companies without a strategy in this sector
do not assess the importance of the crisis
under 2.6 points, as seen from the right side
of Figure 2.

The right box-plot shows the values of A2
enterprises. Both groups” minimums and

Table 2. Mann-Whitney U test for the sample SMEs

Strategicly managed Non-strategicly managed U Z

p-value

Importance of 4360

crises

12476 2885 0.7113 0.4769

Table 3. Mann-Whitney U test for five group based on the OECD classification

OECD Strategicly

Non-strategicly

U Z p-value
managed managed
Al 66.5 53.5 21,5 -0.5893 0.5557
A2 180.5 284.5 745 1.0998 0.2713
B1 296 694 64 2.7059 0.0068
B2 314 1516 236 -0.9517 0.3412
C 87 508 72 0 1
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Figure 1. Importance of crises

maximums are the same — 1.4 and 4.4 points.
The median of strategically run enterprises
levelled 3.5 points compared to the median
of enterprise without strategic management
of 3.0 points. It could suggest that crises are
of minor importance for the enterprises
without strategic management, but the
Wilcoxon test did not confirm this.

As the left side of Figure 3 shows, there is
a significant difference between enterprises
using strategic management and those
without the strategic management in the
sector of B1. The enterprises with strategies
reported the median value of 3.7 points, the

45

highest level in all sectors. To compare, see
the enterprises without a strategy, where the
median is at 3.0 points. It is interesting that
the variance value is only between 3.0 to 4.4
as the minimum and the maximum. On the
other hand, there is a wide variance in non-
strategic enterprises. Also, the mean values
of 25% - 75% of the enterprises with
strategies ranged between 3.4 to 4.0
compared to greater freedom of enterprise
without a strategy with the median quantile
from 2.0 to 3.4. Graphically, it was managed
to confirm the Wilcoxon test, as the p-value
was close to zero.

The right side of Figure 3 shows the
values of sector B2. There are significant
differences between the two groups of
enterprises. The enterprises with strategic
management reported the median value of
3.5 points, while the median of enterprises
without strategic management is 0.2
percentage points higher. Businesses without
a strategy reported a wider range of meaning
with the responses ranging from 1.4 points to
4.7, but with a smaller median quintile from
3.0 points to 4.0 points.

Figure 4 shows the enterprises of group C.
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Figure 2. Median and interval of data layout in strategy and no-strategy managed

companies from sector Al (left) and A2 (right)
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Figure 3. Median and interval of data layout in strategy and no-strategy managed companies

from sector Bl (left) and B2 (right)

It is interesting that both groups of
enterprises reported a similar level of the
median value of 3.4 points, and the minimum
value of 1.4 points. The enterprises without
strategic management reported greater
maximum values at 5.0 points, which is the
maximum value for all the sectors, but the
middle quantile ranges from 3.0 to 3.5
points. Similarly, 25% -75% of strategically
managed enterprises reported the values at
the level of 3.0 to 4.0 points.
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Figure 4. Median and interval of data layout
in strategy and no-strategy managed
companies from sector C

4. CONCLUSION

A successful manager of a SME must
have a vision of the future development of
their enterprise; preferably a written strategy.
As a part of the control system, the managers
must be able to formulate their strategy,
implement it effectively, and change it if
necessary. In the Czech Republic, however,
1/5 of SMEs only has a written strategy. All
SMEs should deal with a strategic
management. They should have a strategy
that would adapt to the current situation and
future developments as quickly as possible.
When designing the strategy, it is important
for the managers to detect new opportunities
as soon as possible and to be aware of crises
that can spoil these opportunities and
threaten the functioning of the organization.

The conclusion has been confirmed by
other authors. Smallman (1996) notes, that
there is a need for managers to move from a
current dominant reactive paradigm to a
proactive, holistic approach to dealing with
chaos and change. Proactive planning
through the use of strategic planning and
issues management will help reduce risk,
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time wastage, and poor resource
management and reduce the impacts of those
that do arise (that notes Heath, 1998 and
Thompson and Martin, 2010).

A manager should be able to respond
flexibly to the changing external and internal
conditions. This requires a systematic
approach to analyze the environment and the
collection and evaluation of strategically
important information that will enable a
manager to design a successful strategy and
also to anticipate crises better. However,
crisis managers need to attribute greater
importance than the mean value of 3.4 for all
the SMEs in the sample. The best crisis
managers also know what changes are
needed in  corporate  governance,
organizational culture, and information
technology (that confirms Lerminger, 2012).
The understanding and subsequent
management of such incidents can be vastly

improved through the extension and
application of crisis and disaster
management theory and concepts A

strategic, holistic and proactive approach to
crisis management is required through:

- developing proactive scanning and
planning;

- implementing strategies when crises or
disasters occur; and,

- evaluating the effectiveness of these
strategies to ensure continual refinement of
crisis management strategies (the same
opinions mentions Ritchie (2004).

However, it is surprising that failed to
demonstrate the influence of a strategy to
determine the significance of the crisis by the
Wilcoxon test. The test confirmed that the
organization with a strategy and those that do
not have a defined strategy and see the crises
as equally important. Enterprises classified
by sectors of the national economy into 5
categories reported the same results in 4
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categories. Only the enterprises of BI
reported that the a written strategy affects the
meaning of the crisis. The enterprises with
strategic management in group B see the
crises as more important (the average of 3.7
points), which is the greatest value of all the
other sectors. This sector (including the
financial sector, insurance companies or
companies dealing with information
technology) strongly depends on changes in
the economic and technological
environment. In recent years, this sector has
been affected a lot by the global economic
crisis. Crises are seen by the managers of
these organizations as a threat of possible
closure of their enterprise. So, they started to
manage their enterprise by the principles of
strategic management, establish long-term
goals and identify possible crisis. And those
who manage their enterprise with a written
strategy can better perceive any crises. They
have been prepared.

Strategic management of crises requires
planning and preparation as well as the
consideration of events and impacts that
managers, victims and stakeholders would
rather not think about. It is also important to
have a crisis communications plan in place
(as confirmed by Springer, 2008, Keown-
McMullan, 1997 or Coombs, 2004).
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YTHULHAJ CTPATEI'NJA HA ITPOLIEHY YTUHIAJA KPU3E U3 YIJIA
MEHAIIEPA MAJIUX U CPEAIBUX ITIOPEAY3ERA

Jaroslav Vrchota, Petr Rehor

H3Bog

Mana u cpenma mpeny3eha wrpajy 3HauajHy yiaory y eKOHOMHjH EBpore, kao H3BOp
MPeAy3eTHUYKUX BEIITHHA, WHOBAIMje W KA0 TEHEparop HOBHX pajHuX Mecta. CTpaTerijcku
MEHAIIMEHT j€& OJ1 BUTAJTHOT 3Hauaja 3a JyTOPOYHY KOHKYPEHTHOCT OBHX OpTaHH3aIlfja, alld je MOXK/Ia
W 3HAYajHUJU KOJ CyouaBama ca KpH3HHM cutTyamujama. l[Ipemy3zeha koja wmmajy GyHKIHjY
CTpaTerdjCKOT MEHAIIMEHTA Cy Y CTaky Ja aHAIN3UPajy CBOjy OyayhHOCT M IBUXOBH MEHAIIEPH CY Y
CTamy JIa YHAIIpeI PETo3Hajy Hajona3ehe n3a3ose, T¢ Cy CAMHM THME MHOTO 00JhE IPUTIPEMILEHN
Ila pearyjy Ha muX. Kpusa ce, Ha Taj HaYMH, MOKE pa3MaTpaTru Kao eHOMEH KOju Ce jaBJha YeCTO a
HEe Kao PETKO 3acTyIUbeHa IojaBa. M3 Tor pasmora je o CYIMITHHCKOT 3Hadaja Jla IOCIIOBambe
pedrekTyje acrekTe u yTHUIaj Kpu3e y KOPIIOPAaTUBHO] CTPATETH)U U 1a MEHAIISPH YU€ J1a YIIPaBIhajy
KpHU30M e(PeKTHUBHO.

OBaj pan ce 0aBW MapIyjaTHAM HUCTPKUBAKHEM MEHAIIMEHTa MaJIMX M CPeamuX Tpemy3eha y
Yemkoj Perryomumm. Doxyc je Ha neduHUCAmY CTpaTerdje o CTpaHe MeHallepa OBUX OpraHU3aIlja
YW Ha TPOICHMW 3HaJaja Kpu3e. YCTaHOBJBEHO je na TeK 25% kommaHwja uMajy (OpMyIHCaHy
CTpaTeTHjy JaJbUX IIpaBalia IocCjoBama opranm3anuje. Mmak, kpu3za ce jaBjba y CBHUM
opraHu3anyjama, y3 BapHjallijy HIBOa M HHTCH3UTETA. 3Ha4aj KPH3e je MPOICHheHa 01 MEeHalepa ca
CpenmoM orieHOM ox1 3.4 (Ha CKaiW T je HajBHIIa oreHa Owmia 5). [{nsb oBor WmaHka je u mporieHa
3Ha4Yaja KpW3e, W3 yIla MEHalepa, y CTPATEeTHjCKH BONCHMM oOpraHW3alrjaMa, CTPYKTypHpaHUX
npemMa o0JacTiMa puBpezie. 3a MPUMAPHO CaKyIUbamkhe MoJIaTaka, KOPUIITYCHA je METO/Ia YITUTHUKA.

Kwyune peuu: Ctparernja, kpusza, MmeHanMeHT, MCII, o6macT HarmoHalHe €KOHOMH]E.
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