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ABSTRACT

Research background: The manufacturing sector is one of the most significant business sectors. It contributes signifi-
cantly to the improvement and sustainable growth of the business environment. Manufacturing enterprises in the small
and medium-sized enterprises (SME) segment are primarily determined by the financial performance of business activi-
ties in the context of sustainable development.

Purpose of the article: The article aims to evaluate the impact of financial management on the sustainability of manu-
facturing SMEs in the business environments of Poland and the Czech Republic.

Methods: The questionnaire was collected in the calendar year 2023 in Poland and the Czech Republic. The respon-
dents were defined as owners or a top managers. The research sample included responses from 251 manufacturing
SMEs. The hypotheses of the quantitative research were evaluated using linear regression modeling. IBM SPSS Statis-
tics software was used to assess the hypotheses.

Findings & Value added: The results from the attitudes of Czech and Polish respondents indicate that the most signifi-
cant factor is sufficient profit in the context of understanding the concept of sustainable growth for manufacturing SMEs
in the business environment. A common characteristic of both countries is the attitude that if a manufacturing SME has
no problem meeting its pay obligations, it is perceived as sustainable. Respondents from Polish manufacturing SMEs
believe that sufficient profit has a positive impact on the perception of the social and environmental effects of business.
The empirical findings are significant for policymakers in supporting business, in the context of a better understanding
the concept of sustainable development in the manufacturing SME segment.
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INTRODUCTION precisely that entrepreneurship is considered the engine
of economic growth. They play a crucial role in local and

The literature often states that small and medium-sized ; , ) o
regional growth, particularly since they operate within

enterprises (SMEs) are the backbone of the economy of

- - : , these markets, utilizing local labor resources and su-
the European Union countries and pivotal contributors to . iy )
the econ%mies of various countriesF,) (Lifan et al., 2020; pplies (Adamowicz & Machla, 2016). SMEs contribute to

Belas et al., 2021; Journeault et al., 2021; Borah et al., product creation, swiftly create jobs, adapt promptly to
2022; Dvorsky et al., 2022). They make up the majority mar_ket changes anq demands, and serve as a source of
of businesses, often exceeding 99% of all enterprises. ~ Social and economic development for the region (Pelle-
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environment, influencing the quality of products and ser-
vices offered as well as the determination of market pri-
ces (Dvorsky et al., 2023b).

SMEs exhibit considerable heterogeneity in terms of sec-
tor, size, age, profitability, and they operate within diverse
business environments (Bfach et al., 2020). Presently,
business owners face challenges not only due to the
unpredictable nature of the business environment but
also due to heightened demands for businesses to ope-
rate sustainably. Studies in the field of sustainable deve-
lopment have predominantly focused on large economic
entities (Smith et al., 2022). Limited attention, however,
has been directed towards small and medium-sized en-
terprises, despite their status as the backbone of many
economies and their collective potential for a significant
impact on society (Dvorsky et al., 2023a). Moreover,
SMEs face various obstacles, including financial support
and development challenges (PelleSova, 2014).

Based on the literature review Dvorsky et al. (2023b)
provide a synthetic characteristic of the segment of
SMEs. They underline that these enterprises exhibit dis-
tinct behavior compared to large firms (Cantele & Zardini,
2020). Notably, they are characterized by the uniqueness
of their creations, operations, and development. These
businesses operate with flexibility and efficiency, respon-
ding swiftly to market changes through immediate decisi-
on-making (Lifian et al., 2020). SMEs perceive sustaina-
ble development as fulfilling the needs of the local com-
munity, according to research by Smith et al. (2022).

The owner, often assuming a managerial role, plays a
significant role in influencing the development of SMEs
through their knowledge and experience (Barto$ et al.,
2015; Dvorsky et al., 2022). SMEs actively seek market
niches to engage in, thus constraining competition. Eco-
nomic independence holds great value for SME owners,
typically leading them to fund their businesses predomi-
nantly with internal capital. It's crucial to acknowledge,
however, that many of these companies encounter chal-
lenges in accessing external sources of financing (Belas
et al., 2020; Kozubikova et al., 2015; Love & Roper,
2015).

Slusarczyk & Grondys (2019) pay attention to the fact
that a limited capital foundation in the smallest compa-
nies increases the likelihood of financial loss and ban-
kruptcy. Achieving systematic development in this sector
necessitates favorable internal and external conditions
within the business environment. Zayed et al. (2022)
point out that effective corporate governance enhances a
company's financial performance and sustainability.

THEORETICAL BACKGROUND

Manufacturing SME companies in Poland

A detailed description of the SME sector in Poland is
presented annually by PARP (2024). The reports include
both general data and a presentation of a selected issue,
which changes every year. The sector of SMEs in Poland
constitutes 99.8% of all businesses. Among these, micro-

enterprises form the most significant group (97.2%, tota-
ling 2.3 million), followed by small companies at 2.1%
(48.2 thousand), medium-sized at 0.6% (14.3 thousand),
and large at 0.2% (3.8 thousand).

In terms of industry composition, companies from the
services sector dominate at 55,1%, followed by entities
engaged in trade (20.0%), construction (15.5%), and with
the least representation in the industrial sector (9.4%).

Two out of three newly established companies survived
their first year of operation (the survival rate was 67.0%).
When we take into account the legal form of the enterpri-
se, higher first-year survival was characteristic of natural
persons than legal persons (68.5% vs. 58.7%, respecti-
vely). Among the enterprises established in 2022, the
highest first-year survival rates were recorded in the fol-
lowing sections: Professional, scientific and technical
activities (78.1%), Information and communication
(75.2%) and Healthcare and social assistance (74.2%).
The lowest, on the other hand, were in the following sec-
tions: Real estate services (28.2%), Accommodation and
catering (56.7%) and Other service activities (59.4%).

The sources of financing for SMEs (excluding microen-
terprises) are invariably their own funds (67%). The se-
cond important source of financing is domestic credits
and loans (10.4%) and the third — funds from foreign
sources (8.3%). SMEs engage with the business envi-
ronment, a factor that influences their development, profi-
tability, and overall financial performance as organizati-
ons (Zayed, 2022). Unfortunately, Cicea et al. (2019)
point out important problems of SMEs which are bad
management and unskilled staff. Compared to large bu-
siness entities, the problem of SMEs is low purchasing
power, which prevents effective negotiation of prices and
other transaction conditions. On the other hand, their
strength is to adapt to the challenges of a continuously
changing environment.

Manufacturing SME companies in the Czech Repub-
lic

Manufacturing SMEs in the Czech Republic (CR) also
play an important role in the national economy. They
contribute to job creation, regional development, and
economic stability. They hold a significant share of ove-
rall employment, and their production supports exports
and innovation, which strengthens the competitiveness of
the CR in the global market. Their significance lies parti-
cularly in creating jobs, contributing innovative solutions,
and the ability to bring innovative solutions to the chan-
ging market needs.

However, in addition to these positive impacts on the
national economy, manufacturing SMEs also face chal-
lenges that affect their financial performance and sustai-
nability within the business environment. These challen-
ges include financial constraints, a shortage of qualified
labor, high compliance costs, and strong competition
within the sector (Heinzova et al., 2024).

Manufacturing SMEs require significantly higher invest-
ments in machinery, equipment, and technology compa-
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red to SMEs operating in sectors such as services or
trade. Purchasing new machines and their regular main-
tenance represent substantial capital expenditures. The
manufacturing sector is technologically demanding and
often requires continuous modernization of production
equipment, leading to increased innovation costs compa-
red to other sectors. Manufacturing also requires the
implementation of modern technologies, such as auto-
mation, digitalization, and robotics (BeneSova et al.,
2024). For SMEs operating in other sectors, such as
services, technological pressure may be less pronoun-
ced, whereas in manufacturing it is crucial to maintain
competitiveness. Manufacturing SMEs often work with
longer production cycles and must manage production
processes and inventories, requiring careful planning.
This aspect is less present in services, where delivery
and execution cycles are often much shorter.

Inventory management, as well as storage of materials
and finished goods, represent additional operational
costs and challenges for manufacturing SMEs. These
aspects are generally less problematic in the services
sector, as it often deals with intangible products or servi-
ces that do not require storage (Zhidebekkyzy et al.,
2024).

Manufacturing SMEs must adhere to strict quality stan-
dards to remain competitive in international markets and
maintain a good reputation within supply chains. This
includes the implementation of quality management sys-
tems, such as ISO standards, which are less relevant for
other sectors of SMEs (Bobkov et al., 2023).

Financial management in SME segment

Access to finance is commonly seen by SMEs as a major
obstacle, hindering their effective operations (Nkwinika &
Akinola, 2023). Owners, especially those of the smallest
enterprises, strongly prefer using their own capital. Fre-
quently operating their businesses independently, they
bear personal responsibility for their obligations, thereby
exposing their entire assets to risk. As a result, they
exhibit reluctance in making decisions linked to high risk.
Additionally, they refrain from seeking external financing,
such as from banks, for two reasons: firstly, they wish to
avoid dependency on capital providers, and secondly,
because they lack the requisite credit history and collate-
ral for loan repayment (Bednarz, 2015; Slusarczyk &
Grondys, 2019). It should not be surprising, therefore,
that in Poland 69.30% of SMEs in Poland entities fund
their operations using internal financial resources. Other
sources include funds directly from overseas (5.19%),
loans and credit (7.33%), financial leasing (3.98%), and
budgetary funds (8.81%).

Nikolic et al. (2019) and Belas & Rahman (2023) charac-
terize financial risk as the likelihood that a firm's financial
performance may deteriorate due to a range of external
and internal factors. According to Napp (2011), financial
risk manifests in various forms, including external forms
associated with fluctuations in financial markets and in-
ternal sources originating from the firm's environment,
such as financing risk, insolvency risk, and liquidity risk.

Avadi et al. (2021) contend that factors such as company
size, profitability, liquidity, and inflation rate positively
influence the survival of firms.

The impact of financial risk on the operations and sustai-
nability of SMEs is substantial (Kotaskova et al., 2020).
The intricate and diverse aspects of financial stability
encompass a firm's capability to generate profit, enhance
the value of invested capital, and meet both short- and
long-term liabilities simultaneously (MySkova & Hajek,
2017). Zabolotnyy & Wasilewski (2019) underline that
financial sustainability, which includes a firm's profitabili-
ty, solvency, and efficiency, is also crucial.

Drawing from the perspectives of researchers it can be
stated that risk management in SMEs is insufficient. Sy-
rova & Spictka (2023) underline that in this segment
companies exhibit a limited embrace of enterprise risk
management methodologies. Moreover, Chakabva et al.
(2021) point out that they employ inadequate and ineffec-
tive risk management practices. Many micro- and small
enterprises do not use the cash flow method, so financial
risk is one of the crucial risks to their businesses. A com-
pany may experience financial problems when the bud-
get is not well planned and fundraising falls short of fore-
casts (Slusarczyk & Grondys, 2019). Kriiger & Meyer
(2021) stress that SMEs lack formalized and structured
risk management guided by standards, thereby increa-
sing their vulnerability in the business environment.

Based on the literature review, Kriiger & Meyer (2021)
conclude that the conceptual framework surrounding
SME failure is marked by challenges including insolvency
due to insufficient liquidity, inconsistent and declining
performance, revenue deficits, constrained growth, and
balance sheets dominated by liabilities. Kaczmarek et al.
(2021) conclude that SMEs, as a general trend, may not
exhibit high resilience and flexibility during economic
downturns. The nature of their business activities beco-
mes a differentiating factor in assessing the level of fi-
nancial risk. Service-oriented companies, particularly
those in construction, are identified as the most vulnerab-
le due to their substantial fixed assets. However, manu-
facturing SMEs have demonstrated significant improve-
ment in resilience, thereby reducing the level of financial
risk, according to the study by Kaczmarek et al. (2021).

Zimon (2020) claims that the development of SMEs de-
pends on two factors: profit (revenue and cost manage-
ment policy) and financial security (as a result of financial
liquidity ratios). The author adds that the companies ge-
nerating loss, slowly lose financial liquidity. To avoid fi-
nancial shortages and insolvency problems entreprene-
urs must secure funds for their functioning, or create
financial reserves.

Nkwinika & Akinola (2023), as well as Nikolic et al.
(2019), propose that the failure of SMEs is also impacted
by the personal attributes of the entrepreneur. Kusmiati &
Cahyani (2022) underline that the interconnection bet-
ween financial literacy (comprising knowledge, skills, and
beliefs that influence attitudes and behavior to enhance
decision-making and financial management to achieve
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prosperity) and financial management is undeniable.
Ravselj & Aristovnik (2018) state that SMEs frequently
exhibit inferior performance, as evidenced by diminished
profitability, increased employee turnover, and reduced
survival rates. The company owners and managers bear
a significant responsibility in determining the optimal mix
of financial levers, a decision decisive for maximizing
shareholder value. They must prioritize effective mana-
gement of the firm's liquidity, oversee the careful mana-
gement of assets and liabilities, and diligently address
financial risks (Belas & Rahman, 2023). Interestingly,
outlined in the findings of Belas & Rahman (2023), there
exists a notable disparity in the perceptions of financial
risk between owners and managers in the Czech Repub-
lic. In the realm of managers, financial risk is perceived
more favorably compared to SME owners. Notably, the
accurate assessment of financial risk in Slovakia sur-
passes that in the Czech Republic, although the percep-
tions of owners and managers exhibit remarkable simila-
rity.

Sustainable development in SMEs

Sustainable development, functioning as an organizing
principle, aims to achieve human development goals
while ensuring the continued capacity of natural systems
to provide essential resources and ecosystem services
that support the economy and society (Zielinska-Chmie-
lewska et al., 2019). Enterprises function within distinct
economic, social, and environmental contexts. The out-
comes of their operations, traditionally centered on profit
generation, cost reduction, and the creation of added
value, increasingly extend to dimensions that benefit the
broader community and society (Voza, 2022).

Sustainable development in SMEs involves strategies to
minimize negative environmental impacts, promote social
responsibility, and ensure economic viability. This may
include implementing eco-friendly technologies, reducing
waste, adopting fair labor practices, and engaging with
the local community. SMEs conceptualize sustainable
development primarily in the context of addressing the
needs of the local community (Smith et al., 2022). The
sustainable development of enterprises is influenced by
some crucial factors: the financial capacity of purchasers
of the enterprise's products and services, the financial
stability and positive profitability trends of the company,
the adoption of an ecological approach in the business
management process, the competencies and skills of the
workforce, and the favorable perception of society to-
wards the enterprise (Ciemleja & Lace, 2011). According
to Testa et al. (2016), the predominant factor influencing
the decision of SMEs to adopt a proactive environmental
strategy is the attitude of entrepreneurs.

SMEs encounter both internal (within the company) and
external barriers (independent of the company) when
attempting to implement initiatives associated with sus-
tainable development, as highlighted by research con-
ducted by Pizzi et al. (2021), Smith et al. (2022), and
Alvarez et al. (2019). Based on the research by Cantele
& Zardini (2020), small entrepreneurs demonstrated a

positive inclination towards embracing sustainability
practices, driven by the anticipated benefits, including
enhanced employee motivation, competitive advantage,
improved reputation, increased profitability, heightened
customer satisfaction, and better compliance with regula-
tions. Conversely, their decision-making was negatively
impacted by perceived barriers such as concerns about
costs, time constraints, and fears of potential loss of
competitiveness. The findings from the literature re-
search conducted by MikuSova (2017) affirm that mana-
gers of small businesses exhibit an interest in sustainab-
le development. Although small businesses express a
willingness to engage in sustainable development activi-
ties, they prioritize short-term benefits, with the expecta-
tion of deriving economic gains from these initiatives.
Majid et al. (2017), who studied SMEs in Malaysia, rea-
ched similar conclusions. Owners and managers showed
positive intentions and advocated for sustainable deve-
lopment in their business activities.

Dvorsky et al. (2023a) identified that a heightened awa-
reness of the significance of corporate reputation and the
active utilization of social media emerge as notable fac-
tors with a positive impact on the sustainable develop-
ment of SMEs in V4 countries. Furthermore, the recogni-
tion of the role played by social networks in business and
the value attributed to company reputation contribute
positively to the perception that the sustainability of a
company is a pivotal aspect of entrepreneurship. Re-
searchers discovered also that owners or top managers
who acknowledged the significant influence of the com-
pany's reputation on their operations were more inclined
to comprehend the concept of sustainable business
growth. They deemed it crucial to recognize the social
and environmental impact of entrepreneurship. In their
perspective, the sustainable development of the compa-
ny emerged as a fundamental aspect of entrepreneur-
ship, and they also held the belief that their companies
were inherently sustainable.

RESEARCH OBJECTIVE, METHODOLOGY AND DATA

The article aims to evaluate the impact of financial ma-
nagement on the sustainability of manufacturing SMEs in
the business environments of Poland and the Czech
Republic.

Research methodology

The research was conducted during the calendar year
2023. Data collection was carried out individually in two
Central European countries - Poland and the Czech Re-
public. The data collection from respondents was con-
ducted identically. The respondent was defined as the
owner or manager of an SME operating in the manufac-
turing sector and conducting business activities in one or
both research countries (PL, CR). The questionnaire was
developed in cooperation with the project investigators
and based on available literature studies on the research
topic. The respondents were selected through random
sampling from the database of an external agency that
conducted the data collection. The total number of res-
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pondents was 251 SMEs, with 107 from the business
environment of Poland and 144 from the business envi-
ronment of the Czech Republic.

Questionnaire and variable definition

The questionnaire was divided into several sections. In
the introduction, the authors explained the importance of
conducting the survey and listed the partner universities
that participated in the data collection. Next, the questio-
nnaire included a statement regarding the respondent's
consent for their answers to be used for evaluation or
research purposes (scientific articles, etc.). This was
followed by a section with demographic questions about
the company and the respondents (see more in section
3.4, structure of respondents). The questionnaire then
included statements related to financial management
indicators (4 statements) and sustainable business deve-
lopment (3 statements). The respondent had to answer
using one of the following response types (based on a 5-
point Likert scale): 1 - strongly agree with the
statement, ..., 5 - strongly disagree with the statement.
The selection of questions in the questionnaire was ran-
dom. The questionnaire included a control question and
was secured against automatic filling by a computer or
artificial intelligence tools.

Formulation of independent variables - Financial mana-
gement of SMEs (FMS):

«  FMS1: Our company has sufficient profit.

+  FMS2: The indebtedness of the company is adequa-
te (not a high share of debt)

+  FMS3: | can adequately manage financial risks in
our company.

*  FMS4: Our company has no problem with the ability
to pay obligations (insolvency).

«  Formulation of dependent variables — Sustainable
development of SMEs (SDS):

« SDSH1: | understand the concept of sustainable busi-
ness growth.

« SDS2: It is essential to perceive also the social and
environmental impact of entrepreneurship.

«  SDS3: | perceive our company as sustainable.
Hypotheses development and statistical methods
Statistical hypotheses were defined as follows:

« H1: Financial management indicator (H1A: FMSf1;
H1B: FMS2; H1C: FMS3; H1D: FMS4) has a statis-
tically significant impact on the understanding of the
concept of sustainable business growth (SDS1) in
the manufacturing SME segment of Poland (H1A_-
PL, ..., H1D_PL) and the Czech Republic (H1A_CR,
..., H1D_CR).

* H2: Financial management indicator (H2A: FMS1;
H2B: FMS2; H2C: FMS3; H2D: FMS4) has a statis-
tically significant impact on the perception of the
social and environmental impact of entrepreneurship
(SDS2) in the manufacturing SME segment of Po-

land (H2A_PL, ..., H2D_PL) and the Czech Republic
(H2A_CR, ..., H2D_CR).

+ H3: Financial management indicator (H3A: FMS1;
H3B: FMS2; H3C: FMS3; H3D: FMS4) has a statis-
tically significant impact on the perception our com-
pany as sustainable (SDS3) in the manufacturing
SME segment of Poland (H3A_PL, ..., H3D_PL) and
the Czech Republic (H3A_CR, ..., H3D_CR).

Linear regression models (LRM) are a key tool for evalu-
ating quantitative questionnaires because they allow for
the analysis of relationships between dependent and
independent variables. The main advantages of linear
regression models in this context include: (1) identificati-
on of relationships - they enable the identification of how
independent variables (e.g., age, gender, income) affect
dependent variables (e.g., attitudes, behavior, satisfacti-
on); (i) prediction of outcomes - hey help predict future
values of the dependent variable based on the values of
the independent variables; (iii) quantification of impacts -
they allow for the quantification of the influence of indivi-
dual independent variables on the dependent variable,
which is useful for identifying key factors; (iv) hypothesis
testing - they enable the testing of statistical hypotheses
to determine whether independent variables have a sig-
nificant impact on the dependent variable; iv. control for
confounding factors - linear regression models allow for
controlling confounding variables (e.g., the effect of age
or income), leading to more accurate results. The gene-
ral form of the linear regression function was as follows:

SDSi ¢ = PO + BIXFMST + BIxFMST + BIxFMST +
BIXFMST + ¢

where: i — indicator of sustainable development of SMEs
(SDSH, ..., SDS3); ¢ — country of douing business (PL,
CR); B0 — constant; B1, ..., 4 — regression coefficients
of independent variables; FMS1, ..., FMS4 - indicator of
financial management of SMEs.

Structure of respondents

Total number of respondents is 251 (n = 251) manufactu-
ring SMEs. Structure is as follows:

Demographic structure of manufacturing enterprises: (i)
country of doing business: 155 — Czech Republic, 107 -
Poland; (ii) size of enterprise (PL/CR): 40/43 - microen-
terprises (less than or equal to nine employees), 29/46 —
small enterprise (between ten to 49 employees), 38/55 —
medium enterprise (between 50 to 249 employees); (iii)
type of enterprise (PL/CR): 22/34 - sole trader, 68/77 —
limited liability company, 15/33 — Jjoint-stock company,
2/0 — another form of business; (iv) time period in busi-
ness (PL/CR): 31/24 — less than or equal to 3 years,
46/39 - more than 3 and less than or equal to 10 years,
30/81 — more than 10 years; (v) locality of businesses
(PL/CR): 32/49 - capital, 75/95 — others city;

Demographic structure of respondents: (i) gender (PL/
CR): 57/48 — woman, 50/96 - man; (ii) age (PL/CR):
41/38 - to or equal 35 years, 42/48 — from 36 to 45
years, 14/48 — from 46 to 55 years, 10/10 — more than 55
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years; (iii) highest level of education (PL/CR): 2/22 -
elementary school or comprehensive college, 43/82 -
high school, 18/10 — bachelor's degree, 41/30 — master's
degree, 3/0 — doctoral degree (PhD.); (iv) position in bu-
siness (PL/CR): 58/55 — I'm the business owner, 49/89 -
I'm a manager.

RESULTS

Table 1 presents the results of the descriptive characte-
ristics of both dependent (SDS1, ..., SDS3) and inde-
pendent (FMS1, ..., FMS4) variables according to the
country in which the manufacturing SME operates.

The results of the descriptive characteristics (see Table
1) show that the attitudes of Czech manufacturing SMEs
toward statements on financial management and sustai-
nable development are not perceived as positively in
comparison with the attitudes of Polish manufacturing
SMEs (the average values of the statements from Czech
respondents are higher than the average values from
Polish respondents; e.g., PL: FMS1 = 1.561; CR: FMS1
=2.194).

Table 2 shows the empirical results of the pairwise corre-
lation coefficients between the defined variables in the

correlation matrix, based on the country in which the
manufacturing SME operates.

The modified correlation matrices (see Table 2) demon-
strated significant dependencies between the dependent
variables (SDS1, ..., SDS3) and independent variables
(FMS1, ..., FMS4) according to both Polish and Czech
respondents. The values of the pairwise correlation coef-
ficients range from 0.139 (the relationship between SDS3
and FMS2) to 0.502 (the relationship between SDS1 and
FMS1) according to Czech respondents. The values of
the pairwise correlation coefficients range from 0.111 (the
relationship between SDS1 and FMS4) to 0.655 (the
relationship between SDS3 and FMS4) according to Po-
lish respondents.

Table 3 and Table 4 present the results of the evaluation
and verification of the impact of independent variables
(FMS1, ..., FMS4) on the dependent variables (SDS1,
..., SDS3) according to the country of business.

Tables 3 and 4 show that all the conducted linear regre-
ssion models are statistically significant based on the
results of ANOVA tests (p-values are lower than the sig-
nificance level of 0.05). It was also demonstrated that the
FMS indicators explain between 14.5% of the total varia-
bility of SDS2 and 42.1% of the total variability of SDS3
in Polish manufacturing SMEs. Similarly, the FMS indica-

Table 1: Descriptive statistics of all variables according to the country of doing business

Poland

Descriptive statistics FMS1 FMS2 FMS3 FMS4 SDS1 SDS2 SDS3
Mean 1.561 1.729 1.832 1.832 1.523 1.664 1.841
Standard Error 0.064 0.067 0.067 0.083 0.0M 0.067 0.092
Median 1.000 2.000 2.000 2.000 1.000 1.500 2.000
Mode 1.000 2.000 2.000 2.000 1.000 1.000 1.000
Standard Deviation 0.661 0.695 0.693 0.863 0.731 0.693 0.953
Sample Variance 0.437 0.482 0.481 0.745 0.535 0.480 0.908
Kurtosis 0.702 -0.070 -0.894 1.732 3.732 1.448 0.553
Skewness 0.969 0.594 0.237 1.231 1.614 1.039 1.058
Range 3.000 3.000 2.000 4.000 4.000 3.500 4.000
Minimum 1.000 1.000 1.000 1.000 1.000 1.000 1.000
Maximum 4.000 4.000 3.000 5.000 5.000 4.500 5.000
Count 107 107 107 107 107 107 107

Czech Republic

Descriptive statistics FMSI1 FMS2 FMS3 FMS4 SDS1 SDS2 SDS3
Mean 2.194 2.063 1.972 1.826 2.035 1.948 2.063
Standard Error 0.074 0.066 0.058 0.066 0.077 0.062 0.076
Median 2.000 2.000 2.000 2.000 2.000 2.000 2.000
Mode 2.000 2.000 2.000 2.000 2.000 2.000 2.000
Standard Deviation 0.887 0.795 0.699 0.796 0.927 0.747 0.910
Sample Variance 0.787 0.632 0.489 0.634 0.859 0.558 0.828
Kurtosis 0.754 2.148 0.230 0.409 1.294 1.270 0.982
Skewness 0.886 1.072 0.412 0.828 1.106 0.741 0.892
Range 4.000 4,000 3.000 3.000 4,000 4.000 4,000
Minimum 1.000 1.000 1.000 1.000 1.000 1.000 1.000
Maximum 5.000 5.000 4.000 4.000 5.000 5.000 5.000
Count 144 144 144 144 144 144 144

Source: own research data
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Table 2: Modification correlation matrixes of all variables according to the country of doing business

Poland
Variables FMS1 FMS2 FMS3 FMS4 SDS1 SDS2 SDS3
FMS1 1.000 0.519 0.313 0.203
FMS2 0.498 1.000 0.208 0.240 0.205
FMS3 0.413 0.590 1.000 0.361 0.352 0.473
FMS4 0.249 0.301 0.598 1.000 0.1M 0.322 0.655
Czech Republic
Variables FMS1 FMS2 FMS3 FMS4 SDS1 SDS2 SDS3
FMS1 1.000 0.502 0.295 0.305
FMS2 0.250 1.000 0.196 0.241 0.139
FMS3 0.324 0.280 1.000 0.282 0.225 0.332
FMS4 0.246 0.293 0.544 1.000 0.217 0.284 0.449

Note: All pairwise correlation coefficients are statistically significant at the 0.05 significance level. Source: own research data

Table 3: Verification and quantification of connection between variables in Pola

nd

Regression characteristics of selected LRMs

Characteristics SDS1 SDS2 SDS3
Multiple R 0.584 0.421 0.666
R Square 0.341 0.177 0.443
Adjusted R Square 0.316 0.145 0.421
Standard Error 0.605 0.641 0.725
Observations 107 107 107
SDS1 SDS2 SDS3
ANOVA ss MS F sSS MS F sS§ MS F
Regression 19.36 4.84 13.22**  9.02  2.25 5.49** 4268 10.67 20.30***
Residual 37.34 0.37 41.87 0.4 53.62  0.53
Total 56.69 50.89 96.30
Verification of regression coefficients
Independent variables SDSI SDS2 SDS3
t-Stat P-value t-Stat P-value t-Stat P-value
FMS1 5.472 0.000*** 1.962 0.042* 0.365 0.716
FMS2 2.106 0.038* 0.147 0.883 0.816 0.416
FMS3 3.262 0.002** 1.303 0.196 1.489 0.140
FMS4 1.827 0.07 1.527 0.130 6.192 0.000***

Note: SS - Sum of Square; MS - Mean of Square; F - F-ratio; *a = 0.05; **a = 0.01; ***a = 0.001.

tors explain between 12.6% of the total variability of
SDS2 and 25.0% of the total variability of SDS1 in Czech
manufacturing SMEs. The significance at different signifi-
cance levels (0.05, 0.01, 0.001) of the independent va-
riables is marked with an asterisk in Tables 3 and 4.

Table 5 contains the formulation of the linear regression
function with the quantification of regression coefficients.

The results (see Table 5) show that the strongest finan-
cial management indicator determining SDS1 is FMS1,
according to Polish manufacturing SMEs. Also, FMS2
and FMS3 have a significantly positive effect on the
SDS1. A significant impact of FMS1 was also found on
the sustainability indicators SDS1, SDS2, and SDS3
according to Czech manufacturing SMEs. From this, it
follows that the greatest impact was demonstrated by
FMS1 in the context of SDS1 for Czech respondents
from manufacturing SMEs.

Source: own research data

Table 6 contains the formulation of the linear regression
function with the quantification of regression coefficients.

Based on the attitudes of the owners and managers of
manufacturing enterprises in the business environment
of the Czech Republic, it follows that: (i) the financial
management indicator FMS1 is a significant factor in the
context of the sustainable development of the company;
(ii) the financial management indicators FMS2 and FMS3
are not statistically significant in the context of the sus-
tainable development of the company. Based on the at-
titudes of the owners and managers of manufacturing
enterprises in the business environment of Poland, it
follows that: (i) the financial management indicators
FMS1, FMS2, and FMS3 are significant factors in the
context of SDS1 of the company; (ii) the financial mana-
gement indicator FMS4 is a statistically significant factor
in the context of SDS4.
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Table 4: Verification and quantification of connection between variables in Czech Republic

Regression characteristics of selected LRMs

Characteristics SDS1 SDS2 SDS3
Multiple R 0.521 0.387 0.497
R Square 0.27 0.150 0.247
Adjusted R Square 0.250 0.126 0.226
Standard Error 0.803 0.699 0.801
Observations 144 144 144
SDS1 SDS2 SDS3
ANOVA ss MS F SS MS F sS§ MS F
Regression 33.29 8.32 12.92 11.98  2.99 6.13 29.28 732 11.41
Residual 89.54 0.64 67.88  0.49 89.15 0.64
Total 122.83 79.86 118.44
Verification of regression coefficients
Independent variables SDST SDS2 SDS3
t-Stat P-value t-Stat P-value t-Stat P-value
FMS1 5.752 0.000*** 2.507 0.013* 2.516 0.013*
FMS2 0.569 0.570 1.532 0.128 0.515 0.607
FMS3 1.169 0.244 0.212 0.832 0.860 0.391
FMS4 0.417 0.676 1.997 0.048 4144 0.000***

Note: SS - Sum of Square; MS - Mean of Square; F - F-ratio; *a = 0.05; **a = 0.01; ***a = 0.001.

Source: own research data

Table 5: Linear regression functions with the quantification of regression coefficients in Poland and Czech Republic

Country Linear regression function
SDS1=0.573 + 0.569xFMS1 + 0.236xFMS2 + 0.412xFMS3 + 0.156xFMS4
PL SDS2 = 0.784 + 0.216xFMS1 + 0.017xFMS2 + 0.174xFMS3 + 0.138xFMS4
SDS3=0.387 + 0.045xFMS1 + 0.110xFMS2 + 0.225xFMS3 + 0.633xFMS4
SDS1=0.550 + 0.468xFMS1 + 0.051xFMS2 + 0.138xFMS3 + 0.043xFMS4
CR SDS2 = 0.951 + 0.178xFMS1 + 0.121xFMS2 + 0.022xFMS3 + 0.172xFMS4

SDS3 = 0.738 + 0.204xFMS1 + 0.047xFMS2 + 0.102xFMS3 + 0.423xFMS4

Note: Bold - statistically significant regression coefficient.

Source: own research data

Table 6: Evaluation of statistical hypotheses

Linear regression function

Country SDS] SDS2 sDS3
H1A_PL Accepted H2A_PL Accepted H3A_PL Rejected
PL H1B_PL Accepted H2B_PL Rejected H3B_PL Rejected
HIC_PL Accepted H2C_PL Rejected H3C_PL Rejected
H1D_PL Rejected H2D_PL Rejected H3D_PL Accepted
HT1A_CR Accepted H2A_CR Accepted H3A_CR Accepted
CR H1IB_CR Rejected H2B_CR Rejected H3B_CR Rejected
H1C_CR Rejected H2C_CR Rejected H3C_CR Rejected
HID_CR Rejected H2D_CR Rejected H3D_CR Accepted

Source: own research data

The effect of financial management in the context of sus-
tainable business development is generally significant
and positively oriented towards the sustainability of
SMEs in the manufacturing sector. This finding corres-
ponds with the results of several authors who also analy-
zed the effect of finance (Acintya et al., 2022; Kriiger &
Meyer, 2021; Zhang et al., 2021) and innovation (Borah
et al., 2022; Love & Roper, 2015) on the sustainability of

manufacturing SMEs in the business environment in the
context of their future development.

CONCLUSION

The article aims to evaluate the impact of financial ma-
nagement on the sustainability of manufacturing SMEs in
the business environments of Poland and the Czech
Republic.
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The results showed that the perception of profit as suffi-
cient by the owners and managers in manufacturing
SMEs positively determines their understanding of the
concept of sustainable business growth. This finding was
identified for manufacturing SMEs in both the Czech Re-
public and Poland. In comparison, this relationship is
stronger in the Polish business environment within the
manufacturing SME segment. It is worth emphasizing
that, unlike in the Czech Republic, appropriate debt (not
too high debt share) and appropriate financial risk mana-
gement also positively impact the perception of sustaina-
ble business growth in Polish enterprises. Perhaps such
a stable way of financial management of the enterprise
allows managers to focus on the development of other
areas, such as sustainability. Another interesting finding
is the fact that if an SME has no issues with insolvency,
this aspect positively determines the perception of the
company as sustainable. Again, this finding was confir-
med in both countries of the study. In comparison, this
perception is stronger in the manufacturing SME seg-
ment in Poland.

The quantitative research was conducted in only two EU
countries - the Czech Republic and Poland. Other limita-
tions include the fact that the research was based solely
on the subjective attitudes of SME owners and mana-
gers. Another specific characteristic of the research is
that it was conducted in only one business sector - ma-
nufacturing. Linear regression modeling was the only
method used to evaluate the empirical data.

The significance of the findings is multifaceted. The im-
portance of providing empirical results on the perception
of selected financial management and sustainable deve-
lopment factors is particularly crucial for manufacturing
SMEs themselves, allowing them to compare with other
owners/managers in the same business segment. Equa-
lly important are the findings for national policymakers,
who contribute to the growth of the SME sector through
their activities. The findings can also be used by repre-
sentatives of the nonprofit sector and by academic staff
who deal with this issue and can implement the findings
into the educational process in the form of presentations,
workshops, seminars, and case studies from the SME
environment.

The authors analyzed the impact of financial manage-
ment on the sustainable development of manufacturing
SMEs. However, there are other significant factors that
were not subject to analysis and evaluation. For this rea-
son, there is a motivation for the researchers to provide
empirical findings in the future, evaluating the impact of
factors such as corporate social responsibility, the level
of digital experience and skills within the company, the
implementation of Al in business, and others on the sus-
tainable development of manufacturing SMEs.
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