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Abstract


The paper surveys the organization of management accounting in Slovakian small and medium sized enterprises. Since Slovakia is facing a lot of social and economic changes, the question arises, to which extend the process of transition influences the organization of management accounting and the use of operational plans and strategic instruments. Existing studies regarding management accounting in transition countries show that management accounting has become an important field of research. However the organization of management accounting and the use of management accounting instruments can be determined at a very low level of institutionalization.  
The contingency theory as a theoretical frame is used in order to explore the effect of the stratifying variables size and structure (family firm versus non family firm). In conclusion, the analyses will reveal that the organization of management accounting in Slovakian enterprises measured by the institutionalization of an appropriate sub-unit is at a very low level. Regarding the used operational plans the survey shows that some plans are used frequently, but the financial budget can be found rarely. Strategic instruments are used for control and documentation but not for governance.
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1. Introduction

Like many other countries in Eastern Europe, Slovakia is currently facing a lot of social and economic changes. Slovakia has reached the highest average economic growth in the European Union from 2000 to 2010. Slovakia, like all European countries, is dominated by small and medium sized enterprises (SME) – 98.8% of all enterprises in Slovakia are SME. The fact that Slovakia has a very small proportion of micro sized enterprises (Schmiemann, 2008) allows to conclude, that the structure of the Slovakian economy is relatively high developed. 
Regarding the management of these small and medium sized enterprises in Slovakia, the question arises, to which extend the process of transition from a primary centrally planned economy towards an international oriented free market system is already completed. Economic reforms, the access to the European Union (EU) and globalization of transition economies in Central and Eastern Europe in general and in Slovakia in particular have dramatically changed the economic preconditions. Regarding these dramatic changes the management of SME in Slovakia is facing a big challenge. 
In general, SME are confronted with limited resources of capital, staff (including management) and time. Exactly this lack of resources is often the reason for reducing their concentration on management activities. Management accounting must support the management to reach operational and strategic objectives. According to a traditional definition, management accounting can be defined as the process of identification, measurement, accumulation, analysis, preparation, interpretation, and communication of financial information used by management to plan, evaluate, and control within an organization (Kaplan, 1984). Firms in transitional and merging economies have realized that they need effective management accounting techniques to provide management with relevant, timely and accurate information to improve enterprise performance. However, few findings have been published on the progress that firms in these economies have made toward this goal (Jaruga/Ho, 2002).
The paper deals with the organization of management accounting and influencing context factors in small and medium sized enterprises in Slovakia. The topic has been a neglected field both in management accounting research as well as in small and medium sized enterprise research (national and international) so far. It is of great interest, how management accounting as a concept of planning and control is organized in a transition economy like Slovakia. The accounting law has been changed in Slovakia in 1993. The accounting system is based now on the principle of providing appropriate information to financial managers of a company (Schroll, 1995).
The few existing investigations into management accounting in transition countries in Eastern Europe have mainly been conceptual, descriptive, or otherwise qualitative. Shama and McMahan (1990) have reviewed the historical development in the nature of management accounting in the Soviet Union subject to the command economic (a context referring and explanatory approach) in the years before 1990. They sum up that it is necessary to look at management accounting from the perspective of the context. Stevens (1991) has made an analysis of fundamental, conceptual differences between management accounting principles and objectives and the derived differences in market and commercial language in the USA and the Central and East European transition economies, respectively. He points out the differences in the understanding of profitability and success criteria. Vamosi (2000) examines in his case study how the interpretation of new concepts and ideas affects management accounting in a Hungarian, previously government-owned enterprise. He focuses on how economic matters and management accounting are constituted between ´cargoes of thoughts´ and a new ´reality of everyday life´. Interesting perspectives of the case are the practiced instruments of management accounting and the experiences made by the management and the management accountants during the process of transition. According to his results calculation practice technically is almost unchanged, whereas cash management is a quite new discipline. Daniel, Suranova and De Beelde (2001) focus on analyzing the development and role of accounting and auditing in Slovakia. They resume that after the political changes of 1989, the accounting system was adapted to meet the economic changes in the country. The innovations in (management) accounting were strongly influenced by continental European accounting models. The role of accounting has moved from an instrument of central planning to a tool to manage enterprises and report to third parties (e.g. foreign owners). Szychta (2002) analyzed in her empirical work the scope of application of management accounting methods in Polish enterprises. According to the results the majority of Polish enterprises use the traditional full costing system based on actual costs. Annual operating financial budgets for the whole enterprises are prepared by a considerable proportion of the companies studied. In large enterprises management accounting methods are used to a greater extent than in smaller ones.
International researchers (e.g. Matthews/Scott 1992, Reid/Smith 2000) as well as german-speaking ones (Ossadnik/Barklage/Lengerich, 2004, Berens/Püthe/Siemes, 2005, Schachner/Speckbacher/Wentges, 2006, Feldbauer-Durstmüller/Wimmer/Duller, 2007, Becker/Ulrich, 2009, Becker/Staffel/Ulrich, 2010) have published several descriptive studies on the implementation status of management accounting and investigations on the contingency factors of management accounting. Summing up contingency factors “firm size” and “firm type” (family versus non family firm) were identified as the most important ones (Flacke, 2007).
In conclusion, the above studies indicate that research of management accounting has become and is still to focus on transition countries. Following the research gap, the paper, which exclusively focuses on Slovakian small and medium sized enterprises, explores the research questions below:

1. How is the management accounting organized in Slovakian enterprises (internal/external, sub-unit for management accounting)?

2. Which operational plans and strategic instruments are used in Slovakian enterprises?
3. What are the dominating effects on the organization of management accounting: legal form, size, family firm/non family firm, internationalization?
To tackle these research questions, the paper is structured as follows: Section 2 presents the theoretical background. Small and medium sized enterprises are defined and the contingency theory as the basic reference theory is explained. Section 3 provides information on the data collection process, samples structure and the different types of the organisation of management accounting. Crucial results are presented in Section 4, which focuses in particular on the answering of the research questions. In section 5, the findings are discussed.
Based on the empirical findings of the research, implications for the practice, in particular for the organization of management accounting in Slovakia and other transition economies, are derived. In addition, findings are discussed in detail and compared to other researches. The paper also provides directions for further research.  

2. Theoretical Background

a. Definition of small and medium sized enterprises

Attempts to define SME are most likely in combination with different size categories like number of employees, turnover, total assets, value added or equity. These figures separate the different sizes of enterprises. Medium sized enterprises are defined by the European Commission (suggestion 2003/361/EG) as follows: not more than 249 employees and less than 50 million Euros turnover per year and/or total assets of less than 43 million Euros and (mainly) independent.
This study uses the criterion “number of employees” for its definition. The distinction by firm size was chosen because a certain minimum size is required to measure the suspected interactions. For defining SME quantitative and qualitative attributes are used (Pfohl, 1997, pp.1-25). 
Specific characteristics of this type of firm are: lack of specialist input (Belz/Travella, 1999, p.7), more focus on production oriented than management oriented knowledge, limited time budget for management tasks of the entrepreneur, limited use of costly planning and management instruments, neglect of strategic management and decision-making on a daily basis with regards to personnel resources and priorities. Especially qualitative attributes like ownership or management rights and quantitative features like firm size define SME according to the literature.

b. Contingency theory and hypothesis
The contingency theory (Burns/Stalker 1961, Laurence/Lorsch 1967, Thompson 1967) is used in order to explore the effect of the stratifying variables mentioned above. This theory is a very prominent approach when it comes to the investigation of management accounting practices. According to Luft and Shields (2007, p.35) the contingency theory is the most common theoretical base for empirical studies on planning and control. Among the frequently investigated variables are size and organizational structure.
According to international literature about SME the firm size is one of the most outstanding influential on the organization of management accounting. With regards to the contingency theory this is most likely because of a growing organizational differentiation at bigger companies. This leads to hypothesis number one:
H1: Medium sized enterprises are more likely to have established a separate management accounting department than small sized enterprises

Furthermore, firm type (family versus non-family companies, operationalization according to the concept of substantial family influence (concept of SFI, Klein, 2000) is expected to influence the organization and structure of management accounting: companies managed by family members do not get back to institutionalized management accountants so often compared to one controlled by external managers (Davila, 2005). This leads to hypothesis number two:
H2: Non-family firms are more likely to have established a separate management accounting department than family firms.

The extent to which companies operate internationally is seen as a further contingency factor. Internationally operating enterprises are confronted with more and intense competition and therefore modern management instruments like qualitative price calculations are required. This leads to hypothesis number three: 
H3: Internationally operating enterprises are more likely to have established a separate management department than not or just little internationally operating ones.

Another contingency factor for the organization of management accounting is the legal form of the enterprises. Due to the strict and comprehensive guidelines of the Slovakian commercial law there are special implications for accounting and management accounting in corporations. It is most likely that this circumstance influences the organization and structure of management accounting. This leads to hypothesis number four: 
H4: Corporations are more likely to have established a separate management accounting department than sole proprietorships or partnerships.

3. Research Design

a. Sample

In order to answer the research questions and to prove these hypotheses a study was carried out in Slovakia within the framework of a bigger research project in Austria, Germany and Slovakia. For this empirical research data was collected in Slovakia by the Catholic University of Ruzomberku. This institution acted as a partner of the Johannes Kepler University in Linz (Austria) in this joint research project. In November and December 2010 the chief executive officers of more than 5.400 small and medium sized enterprises in Slovakia were contacted. The questionnaire was answered by 484 enterprises, 397 of those could be used for the survey (response rate of 7.4 %). The survey instrument employed was a standardized online questionnaire, which had already undergone a pretest. To control for a non-response bias, the representativeness was tested by comparing the first third of the data set with the last third. As no differences were detected, the representativeness of the study was confirmed. Of the participating firms 92% are small sized enterprises (between 0-50 employees). 

Since there is no clear-cut definition of the term ‘family firm’, the operationalization of the concept is not a simple task. The decision of which definition of family firm should be adopted will crucially affect the results of the empirical study (Villalonga/Amit, 2006; Rutherford et al., 2008). A approach to delineating the concept can be found in the dimension of power which, according to the F-PEC scale, focuses on the fact that the family will exert substantial influence on the firm; this method of distinguishing a family firm from a non-family firm (SFI – substantial family influence) was used in order to enable a comparison between our results and the results of other empirical studies based on the F-PEC definition of ‘family firm’. SFI measures the strength of family influence, construed as the family’s share of equity in the firm as well its influence through governance boards and management. Moreover, some shares must be held by the family in order for the firm to be considered a family business. Following this classification the sample of the research included 67.2 % family enterprises and 32.8 % non-family-businesses. 
b. Methodology

In addition to descriptive statistics also classical statistical testing for our data analysis was employed. To test the hypotheses either the chi-squared test or Fisher’s exact test at a significance level of α = 0.05 was applied. The usual as well as special assumptions (for the chi-squared test expected cell count is 5 or more in at least 80 % of cells and the minimum expected count is 1 or more) were always fulfilled. Prior to the mailing of the questionnaire a pre-test was conducted with enterprises in Slovakia.

4. Results and Implications

Research question 1: How is the management accounting organized in Slovakian enterprises (internal/external, sub-unit for management accounting)?

With respect to the institutionalization of management accounting only 4.3% of the participating firms (in relation to those enterprises, which have implemented management accounting) had a specialized sub-unit for management accounting. Table 1 shows the result for small and medium sized enterprises:
Tab. 1: Institutionalization of management accounting sub-units in small and medium sized firms (source: author´s compilation)
	Institutionalization of Management Accounting
	Small sized enterprises (n = 210)
	Medium sized enterprises (n = 21)
	Total (n = 231)

	with sub-unit
	4.29%
	4.76%
	4.33%

	without sub-unit
	95.71%
	95.24%
	95.67%


Only a minor part of all SME examined has a separate sub-unit for management accounting, the rest gets the relevant information from the management (39%), the financial or accounting department (36%) or from an external consultant (20%). With respect to these results it is most likely that management accounting is not very much formally institutionalized in Slovakia. Around 27% of all enterprises examined have not installed any active management accounting (28% of small sized enterprises, 5% of medium sized enterprises).
Research question 2: Which operational plans and strategic instruments are used in Slovakian enterprises?
With regards to operative plans it is to say that especially sales and marketing plans are the dominating instruments (44.10%), followed by budget balance sheets, procurement and purchasing plans, inventory plans and production plans which are used by nearly a fifth of all enterprises examined. Surprisingly, liquidity planning seems to be less important. Only 11% of the sample uses that instrument.

Table two shows the results.
Tab. 2: Implementation of operational instruments (source: author´s compilation)
	Type of instrument
	Small sized enterprises
	Medium sized enterprises
	Total

	sales/marketing plan
	45.10%
	35.00%
	44.10%

	product portfolio plan
	10.90%
	10.00%
	10.80%

	procurement/purchasing plan
	17.60%
	55.00%
	21.10%

	profit and loss forecast/ fiscal plan
	5.20%
	30.00%
	7.50%

	budget balance sheet
	22.30%
	30.00%
	23.00%

	liquidity plan
	10.40%
	15.00%
	10.80%

	production plan
	16.10%
	50.00%
	19.20%

	inventory plan
	22.30%
	20.00%
	22.10%

	personnel plan
	8.30%
	20.00%
	9.40%

	R&D plan
	2.10%
	0.00%
	1.90%


Results on usage of strategic instruments in Slovakian enterprises show: performance measurement systems, SWOT analysis and competitor analysis are very common (nearly 40% of interviewed enterprises). The implementation of other strategic instruments like capital budgeting, balanced scorecard or shareholder value analysis could not be observed very often. Table three shows the results:
Tab. 3: Implementation of (selected) strategic instruments (source: author´s compilation)
	Type of instrument
	Small sized enterprises
	Medium sized enterprises
	Total

	performance measurement system
	41.50%
	50.00%
	42.20%

	SWOT analysis
	40.10%
	40.00%
	40.10%

	competitor analysis
	39.60%
	25.00%
	38.40%

	benchmarking
	6.90%
	5.00%
	6.80%

	cost-benefit analysis 
	11.50%
	20.00%
	12.20%

	balanced scorecard
	2.80%
	5.00%
	2.90%

	shareholder value analysis
	4.10%
	0.00%
	3.80%

	target costing
	5.50%
	10.00%
	5.90%

	capital budgeting
	0.90%
	0.00%
	0.80%

	portfolio analysis
	5.00%
	5.00%
	5.00%


Research question 3: What are the dominating effects on the organization of management accounting: legal form, size, family firm/non family firm, internationalization?

In order to answer the research question 3, three hypotheses were stated.

Hypothesis 1:
With respect to the effects of size on the institutionalization of management accounting table one can be taken into consideration. Surprisingly, there is no significant difference between small and medium sized companies with respect to building up a separate management accounting department (Fisher´s Exact Test at a level of 95%). Hypothesis 1 cannot be confirmed.
Hypothesis 2:

For evaluating Hypothesis 2 the impact of the firm structure (family firm versus non family firm) on building up a separate management accounting department was measured:

Surprisingly, significantly more family firms have installed a separate management accounting department than non-family firms (table four): Hypothesis 2 cannot be confirmed as well.

Tab. 4: Institutionalization of management accounting sub-units in family firms and non-family firms (source: author´s compilation)
	Institutionalization of Management Accounting
	Family firms (n = 144)
	Non family firms (n =80)
	Total (n = 224)

	With sub-unit
	6.25%
	1.25%
	4.46%

	without sub-unit
	93.75%
	98.75%
	95.67%


Hypothesis 3:

For details about Hypothesis 3 please refer to table five. Interestingly, fewer internationally operating enterprises have built up a separate management accounting department (3.33%) compared to locally operating ones (4.73%). On the other hand it has to be stated that approximately a fifth of internationally operating enterprises examined (21.10%) has no active management accounting at all (local enterprises 28.70%). That means even predominantly internationally operating enterprises in Slovakia hardly have a separate sub-unit for management accounting. Therefore Hypothesis 3 cannot be confirmed as well.

Tab. 5: Institutionalization of management accounting sub-units in international and local enterprises (source: author´s compilation)
	Institutionalization of Management Accounting
	Substantial internationally active (n = 60)
	Predominant local active (n = 169)
	Total (n = 229)

	With sub-unit
	3.33%
	4.73%
	4.37%

	without sub-unit
	96.67%
	95.27%
	95.67%


Hypothesis 4:

For evaluating Hypothesis 4 the influence of the legal form on building up a separate sub-unit for management accounting was investigated. Table six summarizes all corporations and compares it to sole proprietorships and partnerships. Unexpectedly, more partnerships have installed a separate management accounting department than strictly regulated corporations. There is a significantly higher rate at partnerships (Fisher´s Exact Test at a level of 95%).
Tab. 6: Institutionalization of management accounting sub-units in corporate enterprises and private companies (source: author´s compilation)
	Institutionalization of Management Accounting
	corporate enterprises (n = 219)
	private enterprises (n = 9)
	Total (n = 228)

	with sub-unit
	3.20%
	33.33%
	4.59%

	without sub-unit
	96.80%
	66.67%
	95.67%


5. Conclusion

Summing up results are surprising: on the one hand the study identifies that operational plans like turnover or sales plans are very common in Slovakian enterprises (around 44% of interviewed companies), on the other hand instruments like liquidity plans are used seldom (just around 11% of examined companies). These results are confirmed by the study of Vamosi (2000) who shows that cash management and liquidity planning are new and innovative instruments in Slovakia. The heavy use of performance measurement systems, which are doubtlessly past- or control-oriented instruments, could mean that management accounting is more likely to be seen as control- rather than management-oriented. A major limitation in this context is that only the use of the instruments itself was queried, but not the way of its use. The fact that such a few Slovakian enterprises have built up a separate management accounting department and that the management itself is often responsible for the management accounting activities (around 40% of all enterprises which have installed management accounting) shows that there is a very indefinite understanding of what means and implies management accounting exactly in Slovakia. The cultural context and meaning of management accounting in Slovakia seems to be not clear and definite so far. 

It has to be mentioned that previous studies and recent literature do not confirm with these investigations. Especially for the contingency factors “firm size” and “firm structure” (family firm versus non-family firm) which are investigated commonly, this study could not measure any influence on management accounting. Regarding operative plans and strategic instruments only the contingency factor firm size was analyzed: only purchasing plans, profit and loss forecasts, fiscal plans and production plans are more likely to be used in medium sized Slovakian enterprises than in small sized ones. With respect to strategic instruments there are no significant differences in use between medium and small sized companies.

Possible explanations for these results could be as follows: due to the fact that just a minor share of enterprises examined has installed a separate management accounting department (around 4.3%); a low institutionalization of management accounting in Slovakia is quite likely. As a result the evaluation of Hypothesis 1 to 4 is only of limited value.
Based on the above findings following implications can be derived for further research: with respect to the indefinite understanding of management accounting in Slovakia (which can be seen as evident after this study) it seems interesting to investigate what is understood by management accounting in Eastern European countries exactly and in which way organization and structure of management accounting are influenced by their culture (Shama/McMahahn, 1990). Furthermore research on the reasons of implementing or non-implementing a separate management accounting department would be interesting. Qualitative research methods like expert interviews or case studies could be appropriate tools in this case. Based on this study the way of use of the investigated instruments in Slovakia could be examined to eliminate one of its limitations.
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