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ABSTRACT

The aim of the paper is to assess the use of controlling in family businesses within the
woodworking and furniture industry in Slovakia compared to non-family businesses and to
identify the underlying reasons for its implementation or lack thereof. The questionnaire-
based survey was evaluated using relevant statistical methods. Based on the findings, it can
be concluded that most of the woodworking and furniture enterprises belong to family
businesses, and they tend to use controlling to a lesser extent compared to non-family
businesses. The results indicated a positive correlation between the size of the enterprise and
the implementation of controlling. Additionally, a distinctive specific of the surveyed
businesses which may hinder the application of controlling is considered the concordance of
ownership and management roles. The study identified the state of the use of controlling in
the surveyed businesses and sheds light on the factors influencing their decisions.

Keywords: controlling; family businesses; non-family businesses; woodworking and
furniture industry.

INTRODUCTION

Family businesses (FBs) represent a significant part of all business entities in the EU
as well as in Slovakia. They are an essential part of the national economy and play an
important role in the development of the social economy (Yuan, 2019). The share of FBs in
Slovakia is estimated at 60 to 80% in all sectors. They produce 30 to 40% of GDP and
provide 40% of employment (SBA, 2018). Despite their considerable importance, they face
insufficient legislative support (SBA, 2020). A legislatively anchored definition of the term
family business enabling targeted support for these businesses, has been established in
Slovakia just recently by an amendment to Act No. 112/2018 Coll. on the Social Economy
and Social Enterprises, becoming effective from July 2023 (MPSVR, 2022). According to
the definition, a family business is characterized as a legal entity, a cooperative, and a sole
trader under the condition that several members of the joint family have ties to the enterprise
established by the law. Members of the joint family are considered to be spouses, relatives
in the direct line, siblings, persons related to each other up to the 4th degree and their spouses.
The relationship of the family members to the company must meet the following conditions:

¢ In the case of a legal entity:

o at least two family members directly or indirectly hold the majority of voting rights,

and at least one family member serves as a statutory body or is a member of the
statutory body,
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o at least two family members collectively receive more than 50% of the profit after

tax from the business or

o one family member is the sole partner or shareholder while also serving as a

statutory body or a member of the statutory body, and at least one other family
member holds a position as a statutory body member, procurator, member of the
supervisory board, or has an employment relationship with the company.
¢ In the case of a cooperative, either the first or second condition valid for legal entities
must be met.
e For asole trader, there is a condition, that at least one family member must be
employed by the sole trader.
¢ In the event that an external investor enters a legal entity or a cooperative and their
increased participation in the business at the expense of family members is justified by
the protection of their investment, the investor's influence must be limited to a certain

period (NRSR, 2022).

A family business can be defined as a complex system, which is characterized by its
connection between family and business, where family, ownership and business overlap
simultaneously (Ramadani and Hoy, 2015; Davis, 2019). From this relationship, the
specifics of FBs emerge, which significantly distinguish them from non-family ones. The
peculiarities of the business-family relationship mean that FBs are managed in a specific
way and differently from non-family businesses (NFBs) (Herrera and De Las Heras-Rosas,
2020).

The history of FBs is primarily associated with traditional industries, including the
wood-processing industry (WPI), uniformed by the woodworking and furniture industry and
the paper and pulp industry. WPI in Slovakia represents a crucial area of industry and has
the potential to become a pillar of the Slovak national economy (Sedliac¢ikova et al., 2016;
Melichova et al., 2022). It relates to a rich domestic raw material base of a sustainable nature,
and its suitable geographical distribution (Hajduchova et al., 2016; Mala et al., 2018). In
addition, there is a potential from the point of view of ecological direction (Louc¢anova et
al., 2014; Olsiakova et al., 2016). However, the reality is that WPI enterprises in Slovakia
face specific problems and this negative status is reinforced by the long-term failure to solve
them (Drabek and Merkova, 2017). The shortcomings of the Slovak WPI are considered to
be outdated and worn equipment that does not meet the requirements of modern technology
and related lack of innovation, lack of support and development strategy and insufficient
product finalization (Kristakova et al., 2021). Hajduchova et al. (2016) state that one of the
areas that WPI businesses should focus on, is the implementation of innovations and modern
management methods, which include controlling too. Today, innovation is the main driving
force for creating value and maintaining competitive advantage (Vitezi¢ and Vitezi¢, 2015).
Innovative management systems, including controlling, are increasingly coming to the
foreground (Tamuleviciené and Subaciené, 2019).

In today's world of globalization and turbulently changing business environment,
business management processes are becoming more and more complex, and the number of
alternative decision-making options is increasing, as is the level of their complexity. To
remain competitive, businesses must create and implement new management systems and
apply innovative business management methods. One such system that helps to detect
problems and solve them in an integrated way is controlling as an innovative management
system (Tamulevi¢iené and Subaciené, 2019). Controlling can be defined as an effective
management tool, the task of which is the coordination of planning, control, as well as
providing an information base to achieve set business goals (Horvath, 2009). As Ahlrichs
(2012) states, strategic as well as operational management of any kind needs a specific set
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of management tools to achieve set business goals. The management cycle with clear goals,
planning and measurement of achieved results and active management with countermeasures
is a basic tool of corporate controlling (Vitezi¢ and Vitezi¢, 2015). The application of
controlling helps to improve the functionality of the company and the decision-making
process, and at the same time increases its value. The implementation of such a system could
be a decisive factor that will ensure the success of the company (Tamuleviciené, 2019;
Sedliacikova et al., 2021b).

A survey exploring the use of controlling in family businesses operating in the
woodworking and furniture industry in Slovakia, which represents a unique combination of
these three areas, has not been carried out yet. The aim of the paper is to assess the use of
controlling in FBs within the woodworking and furniture industry in Slovakia compared to
NFBs and to identify the underlying reasons for its implementation or lack thereof.

MATERIALS AND METHODS

The methodological procedure of the paper was divided into several logical phases.
The first phase was focused on a literature review carried out by analysis of available
secondary sources using the scientific methods of summarization, synthesis, comparison,
analogy and deduction. Based on the published outputs on the issue of FBs, controlling, use
of controlling in FBs and WPI with a focus on the woodworking and furniture industry
(WWAFI), the following hypotheses were formulated:

H1: It is assumed that the majority of the Slovak woodworking and furniture enterprises
belong to family businesses.

FBs represent the dominant and oldest form of businesses (Comi and Eppler, 2014;
Ramadani and Hoy, 2015). Petlina and Korab (2015) and Szymanska (2015) state that the
share of FBs in the EU reaches approximately 85%. Hudakova et al. (2015) consider 70 to
90% of all businesses in Slovakia FBs. This is the first step important from the point of view
of identifying Slovak FBs operating in the WWAFI.

H2: It is assumed that FBs operating in the WWAFI use controlling to a lesser extent
compared to non-family businesses.

FBs seem to have less need to use controlling and its tools than NFBs (Hiebl, 2021).
The phenomenon of the use of controlling in FBs was dealt with by several authors such as
Helsen et al. (2017), Prencipe et al. (2014), Quinn et al. (2018), Senftlechner and Hiebl
(2015). They point out that the use utilization of controlling in FBs significantly differs from
that in NFBs and depends on factors that cannot be observed in NFBs.

H3: It is assumed that the rising trend of the use of controlling in FBs of WWAFI depends
on the size of the enterprise.

Some studies suggest that the smaller need for the introduction of controlling in FBs
appertains primarily micro and small FBs (Hiebl et al., 2013; Speckbacher and Wentges,
2012).

H4: It is assumed that the main specific of FBs operating in the WWAFI hindering the use
of controlling, is considered the concordance of ownership and management roles.

FBs are characterized by a frequent concordance of ownership and management roles
in one or several individuals. It can be assumed that conflicts of interest and information
asymmetry occur less frequently or are less severe in these businesses compared to NFBs
(Hiebl, 2013a; Madison et al., 2016; Quinn et al., 2020; Hiebl et al., 2019). Consequently,
it can be inferred that control systems are less critical for these businesses since members of
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FBs already act in the best interest of the company without specific encouragement or
guidance (Mitter, 2014; Quinn et al., 2018).

In the next phases, primary data were obtained through a questionnaire and
subsequently analyzed. The second phase focused on developing a questionnaire based on
the acquired theoretical knowledge. Subsequently, a pretest of the questionnaire was
conducted with a sample of 30 respondents (Bac¢ikova and Janovska 2018). The final form
of the questionnaire consisted of 27 questions divided into two main sections. The first
section was addressed to businesses operating in the WWAFI (both family and non-family)
and the second section was determined for FBs only. The FBs were identified according to
the definition set by law in Slovakia, as mentioned above. When a respondent, representing
a company, confirmed the presence of any of the above-mentioned features of a family
business, it was classified as a family business. Otherwise, it was considered a non-family
business. The survey was carried out from December 2022 to June 2023 as the third phase.
The electronic questionnaire placed on the Google forms domain was distributed to email
contacts of the woodworking and furniture manufacturing enterprises. According to Finstat
(2022), a total of 3573 enterprises operating in the WWAFI were active in the surveyed
period. The research sample consisted of 2500 randomly selected woodworking and
furniture manufacturing enterprises according to the SK NACE classification of economic
activities (code C16 and C31). The achieved return rate of the questionnaire was 14.52%
(Pacakova, 2009). The fourth phase focused on the processing of data obtained from the
survey. To obtain summary outputs, data matrix was compiled in the Microsoft Excel
program. The data were subsequently mathematically and statistically tested in the Statistica
12 program. The assumed hypotheses were tested using relevant statistical methods. The
verification of the assumed hypotheses above was preceded by a check of the minimum
sample size (n), which is a prerequisite for generalizing the obtained results to the entire
population according to the following test characteristic (Faeron, 2017):
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The representativeness of the research sample was verified through Pearson's Chi-
square test of goodness of fit according to two characteristics of the basic set. These were
affiliation in the category according to the SK NACE classification of economic activities
and size of the enterprise. The test characteristic is as follows (Pacakova, 2009):

2 _ vk Xi—Np))
X - i=1 ND; (2)
The verification of validity of the assumed hypotheses was carried out based on
mathematic-statistical methods such as Test a hypothesis about a population proportion (one-
tailed), Test a hypothesis about two population proportions (one tailed), Pearson's chi-square
test and Interval estimate (two-tailed), all of them at the level of significance (o) of 5%, i.e.,
the above is claimed with the confidence of 95% (Pacakova, 2009).

The Test a hypothesis about a population proportion (one-tailed) is used to test a
statistical hypothesis that the proportion of a certain value of a variable in the basic set is
equal to a given constant according to the following relation (Ali and Bhaskar, 2016;
Pacakova, 2009):
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The Test a hypothesis about two population proportions (one-tailed) is used to test a
statistical theory claiming that the two distributions' parameters are the same in both basic
sets. The test characteristic is as follows (Pacakova, 2009; Labudova et al., 2021):
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Pearson's Chi-square test of independence is used to assess whether two categorical
variables are independent of each other according to following relation (Pacakova, 2009):
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The Interval estimate (two-tailed) provides a numerical range within which the

estimated parameter is likely to fall with a certain level of probability in the given basic set.
The test criterion is as follows (Pacakova, 2009; Ali and Bhaskar, 2016):

/f(l—f) ff(l—f)
f—u% T<(p<f+u%T (6)

The detailed results of the survey using descriptive statistics are described in the next
part of the paper. They were compared and discussed with the previous findings and authors
as the last phase.

RESULTS AND DISCUSSION

A total of 363 Slovak businesses operating in the WWAFI according to the SK NACE
classification of economic activities (code C16 and C31) participated in the survey, 73.83%
woodworking and 26.17% furniture manufacturing enterprises. Most businesses belong to
micro enterprises (75.76%), followed by small enterprises (20.66%). 48.21% of the
businesses perform at the national level and 41.60% at the international level. They mostly
operate on the market for 6 — 15 years (33.06%) and for 16 — 25 years (28.93%). The
minimum sample size under the conditions of an acceptable margin of error of 5% (e=0.05),
confidence level of 95 % (z=1.96), with the known size of the basic set (N=3573) was set at
347 Slovak woodworking and furniture enterprises. As 363 of these businesses participated
in the survey, the minimum sample size condition was met, and the results of the survey can
be generalized to the entire population of enterprises operating in the WWAFI. The research
sample met the condition of its representativeness according to the two observed
characteristics (the affiliation in the category according to the SK NACE classification of
economic activities p=0.685; the size of the enterprise p=0.728). The distribution of the
enterprises in the research sample corresponds to the distribution of the population of
woodworking and furniture enterprises in Slovakia and to the distribution of their size.

A total of 252 FBs operating within WWAFI participated in the survey. The findings
show that their representation reaches up to 69.42% (Tab. 1). To statistically confirm the
hypothesis H1 assuming that the majority of Slovak woodworking and furniture enterprises
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belong to FBs, Test a hypothesis about a population proportion was conducted, yielding a
result of p=0.000 (Tab. 2). Based on the results, it can be concluded that the majority of
Slovak woodworking and furniture manufacturing enterprises fall under the category of FBs.
This step was crucial in identifying FBs operating within WWAFI.

Tab. 1 Frequency table of the research sample.

Type of enterprise in Absolute Cumulative Relative frequency | Cumulative relative
the sample frequency absolute frequency (%) frequency (%)
Family business 252 252 69.42 69.42
Non-family business 111 363 30.58 100.00
Total 363 100

Tab. 2 Test a hypothesis about a population proportion to hypothesis H1.

Hypothesis Research area Alternatl\_/e f n u-test p-value
hypothesis
H1 Shar:ngffiﬁlsitigrzv%%%\,s\{[?;king 7>50% | 69.42% | 363 8.03 0.000

The survey focused on the use of controlling in FBs operating in the WWAFI. The
priority was to determine whether there was a difference in the use of controlling between
FBs and NFBs within WWAFI. To address this issue, the hypothesis H2 was formulated,
suggesting that FBs of the WWAFI use controlling to a lesser extent than NFBs. The results
revealed that controlling is employed by 17.06% of FBs and 27.03% of NFBs. The
hypothesis H2 was tested using the Test a hypothesis about two population proportions. The
analysis, presented in Tab. 3, yielded a p-value of 0.015, which is lower than the level of
significance (0.05). As a result, the hypothesis H2 was accepted, indicating that FBs within
WWAFI indeed use controlling to a lesser extent compared to NFBs.

Tab. 3 Test a hypothesis about two population proportions to hypothesis H2.

. Alternative
Hypothesis | Research area hypothesis fras Nres fnrs Nnrgs | Z-test p-value

Use of controlling,

H2 FBs vs. NFBs

T>T 17.06% | 252 | 27.03% | 111 2.18 0.015

Given the above results, a question arises, why FBs of the WWAFI use controlling to
a lesser extent than NFBs. The next two hypotheses relate to reasons preventing the use of
controlling in FBs of the WWAFI. The hypothesis H3 assumes the rising trend of the use of
controlling depending on the size of the enterprise. The hypothesis was confirmed by
Pearson's Chi-square test of independence with the result of p = 0.001 (Tab. 4). While micro
enterprises do not have the tendency to use controlling, small and medium-sized enterprises
do have the tendency. Based on the given results, it can be concluded that the rising trend of
the use of controlling in FBs of the WWAFI depends on the size of the enterprise.

Tab. 4 Pearson's Chi-square test of independence to hypothesis H3.

: . i Contingency
Hypothesis Research area Chi-square | sv | p-value coefficient
H3 Rlsmg_trend of thg use of controllmg 14.09 5 0.001 0.93

depending on the size of the enterprise
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The phenomenon of the use of controlling in FBs was already investigated by Amat
et al. (1994) and Goffee and Scase (1985) at the end of the last century and followed by
many others, for example Prencipe et al. (2014), Senftlechner and Hiebl (2015), Helsen et
al. (2017), Quinn et al. (2018). The authors point out that the use of controlling in FBs
depends on factors that cannot be observed in non-family-type businesses. These are
specifics of FBs that significantly differentiate them from NFBs. In this regard the last
hypothesis H4 assumes that the main specific feature of FBs operating in the WWAFI
hindering the use of controlling, is considered the concordance of ownership and
management roles. The values of specifics selected by respondents of FBs are shown in Fig.
1. Most of the respondents agreed in the opinion that the reason leading them to believe that
controlling was not necessary for their company was the concordance of ownership and
management roles. This specific considerably exceeds the others. As the results of Interval
estimate show, this specific affects from 29% to 41% of woodworking and furniture FBs
(Tab. 5). Based on the results, it can be concluded that the concordance of ownership and
management roles is the specific, that predominantly hinders the implementation and
utilization of controlling in FBs operating in the WWAFI, and thus accepting the hypothesis
H4.

Informality 9.13%
Trust 22.62%
Concerns about reducing pro-organizational
behavior 2,78%
Centralized management 9.92%
Unwillingness to share the management of the 0
business 5.58%
Low risk of information asymmetry 10.32%

Concordance of ownership and management

0
roles 35.32%

0% 5% 10% 15% 20% 25% 30% 35% 40%

Fig. 1 Specifics of FBs hindering the use of controlling defined by FBs of WWAFI.
(Source: authors).

Tab. 5 Interval estimate to hypothesis H4.

95%-Interval estimate
Research area fi n;
lower level | upper level
Concordance of ownership and management roles 35.32% 89 29% 41%
Low risk of information asymmetry 10.32% 26 7% 14%
Unwillingness to share the management of the business | 5.56% 14 3% 8%
Centralized management 9.92% 25 6% 14%
Concerns about reducing pro-organizational behavior | 2.78% 7 1% 5%
Trust 22.62% 57 17% 28%
Informality 9.13% 23 6% 13%

A total of 252 Slovak FBs (69.42%) was identified in the research sample of 363
woodworking and furniture manufacturing enterprises. The results clearly show that the
majority of Slovak woodworking and furniture manufacturing enterprises fall under the
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category of FBs, thus confirming the hypothesis H1. The finding aligns with the results of
the SBA study (2018), which estimated the percentage of family businesses (FBs) in
Slovakia to be between 60% to 80% across all sectors. It is also consistent with the survey
conducted by authors Kocianova et al. (2022), who reported that the share of Slovak FBs
operating within the WWAFI ranges from 66% to 74%. FBs are the most widespread type
of business worldwide (Hiebl et al., 2019). They significantly contribute to the GDP and to
job creation (Urbanikova et al., 2020). There can be no doubt about the considerable
relevance of FBs. However, the reality is that despite their importance, most of them do not
survive the first generation (Labaki et al., 2019). The business success or failure of an
enterprise is often the result of decisions made by top managers. Although there are many
aspects of FBs that distinguish them from NFBs, decision-making seems one of the most
notable (Chrisman et al., 2005; Penney, 2019). In connection with activities of FBs in the
WWAFI in Slovakia, the situation of these businesses may be even more complicated. They
face specific problems, while this negative status is reinforced by their long-term non-
resolution (Drabek and Merkové, 2017). The academic community is increasingly focusing
its attention on research of FBs and, above all, their specifics, which significantly
differentiate them from the non-family ones. It also found its way in the use of controlling.
It can be expected that the utilization of controlling in FBs differs considerably from that in
non-family type of enterprises (Hiebl, 2021). Many studies report that controlling tools are
applied less frequently and the use of controlling is in general lower in FBs than in NFBs
(Garcia Pérez de Lema and Duréndez, 2007; Feldbauer-Durstmiiller et al., 2012a; Hiebl et
al., 2012; Prencipe et al., 2014; Hiebl et al., 2015; Andric and Kammerlander, 2017; Ulrich,
2018; Ruiz-Palomo et al., 2019; Biirgel et al., 2020). In this area, the results of the survey
confirmed the expressed assumption of the hypothesis H2, that Slovak FBs operating in the
WWAFI use controlling to a lesser extent compared to non-family ones. The application of
controlling has been generally underestimated for a long time, especially in micro and small
enterprises (Feldbauer-Durstmiiller and Hiebl, 2015; Janska et al., 2017; Klementova et al.,
2017; Sedlia¢ikova et al., 2021a). Some studies suggest that less need for the introduction
of controlling in FBs primarily appertains micro and small FBs (Hiebl et al., 2013;
Speckbacher and Wentges, 2012). The above corresponds to the results of the survey, which
confirmed the assumption expressed in hypothesis H3. The hypothesis postulated a positive
correlation between the size of the enterprise and the use of controlling in FBs of the
WWAFI. As stated by Hiebl (2021), it can be assumed that from a certain size of the
company, even FBs tend to rely more on controlling. FBs are characterized by a frequent
concordance of ownership and management roles in one or several persons. It can be
assumed that conflicts of interests (e.g. between an external manager who pursues short-term
profit and an owner who pursues long-term goals of growth and sustainability) and thus
information asymmetry (between owner and manager) occur less frequently or are less
severe in these businesses than in non-family-type businesses (Hiebl, 2013a; Madison et al.,
2016; Quinn et al., 2020; Hiebl et al., 2019). There is a presumption that control systems are
less relevant for these businesses, as members of FBs act in the best interest of the enterprise
anyway and are not encouraged or guided to do so (Mitter, 2014; Quinn et al., 2018). This
explains the effort of members of FBs to ensure the long-term existence of the enterprise
(Siebels and zu Knyphausen-Aufsess, 2012). Based on the results, the hypothesis H4
assuming that the main specific of FBs operating in the WWAFI hindering the use of
controlling is considered the concordance of ownership and management roles, was
accepted. The phenomenon of controlling is a very current and discussed topic. The
complexity of today's business is increasing, and thus the requirements for decision-making
support (Laval, 2018). Decision-making process is given increasing importance, especially
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in conditions of market imbalances and economic downturn, which are increasingly
common both on the domestic and global market (Grzegorzewska and Wieckowska, 2017).
The economic crisis caused by the COVID-19 pandemic, as well as the current global
economic and energy crisis caused by the war in Ukraine indicate that companies must make
decisions about the future direction as efficiently as possible (Sedliacikova et al., 2021a). As
stated by Laval (2018), the traditional supplier of top management decision-making support
is controlling. Many studies confirm that the implementation of controlling directly
contributes to increasing the efficiency of management, as well as the efficiency of the
enterprise as a whole (Bienkowska and Zgrzywa-Ziemak, 2014; Todorovi¢-Dudi¢ et al.,
2017, Pisaf and Bilkova, 2019; Csikdsova et al., 2022). Enterprises using controlling have
higher economic activity and stability (Pisaf and Bilkova, 2019). In addition, many
researchers also confirm the importance of the application of controlling tools in family-type
businesses (Hiebl, 2021; Duréndez et al., 2016; Ruiz-Palomo et al., 2019; EI Masri et al. al.,
2017; Mitter, 2014; Hiebl, 2013b).

CONCLUSION

The presented paper aimed to assess the use of controlling in FBs within the WWAFI
in Slovakia compared to NFBs and to identify the underlying reasons for its implementation
or lack thereof. A total of 363 Slovak woodworking and furniture manufacturing enterprises
participated in the survey, out of which 252 were identified as FBs. The results of the survey
clearly show that the majority of woodworking and furniture enterprises (69.42%) belong to
FBs. FBs are characterized by their specifics, which significantly distinguish them from non-
family ones. These influence the way FBs are managed and, thus, the decision-making
process. It also found its way in the use of controlling. FBs are expected to use controlling
to a lesser extent compared to non-family ones due to their specifics. The results of the
survey showed, that controlling is used by 17.06% of FBs and 27.03% of NFBs of the
WWAFI, thus confirming the assumption that Slovak FBs of the given sectors use
controlling to a lesser extent than NFBs. Two reasons for its non-use were identified. The
first one is the size of the enterprise. The correlation between the size of the enterprise and
the implementation of controlling was verified. While micro enterprises do not have the
tendency to use controlling, small and medium-sized enterprises do have the tendency. With
regards to the specifics of FBs operating in the WWAFI concerning the use of controlling,
most respondents agreed that the reason leading them to believe that controlling was not
necessary for their company was the concordance of ownership and management roles. The
share is estimated from 29% to 41%. The aim of the paper was met, thus, providing an insight
into the situation of the use of controlling in FBs of the WWAFI in Slovakia and the reasons
for its non-use. Based on the results, it can be concluded that FBs of WWAFI use controlling
in an insufficient way and to a lesser extent than NFBs. For the success of FBs operating in
the WWAFI, it is advised to implement modern management methods as controlling is. An
effective use of controlling is a valuable resource for these businesses to achieve competitive
advantages, financial health, performance and consequently sustainability. The presented
findings are an incentive for further examination of differences in the use of controlling
between family and non-family businesses of the WWAFI. The main limitation of the survey
is that the achieved results are presented in a summary of woodworking and furniture
manufacturing enterprises operating only in Slovakia. Further research should include more
transition economies when comparing the use of controlling between family and non-family
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businesses operating in the woodworking and furniture industry, e.g., the territory of the
Visegrad Four.
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