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Abstract. Financial security of companies is of the strategic importance. An effective credit risk management greatly impacts on a
company security because its failure can threaten the existence of the company. These aspects are closely related to the sustainability
of the SME sector, which is determined by many negative processes in the current post-crisis period. The aim of this article is to research the dependence between the entrepreneur’s ability to manage the credit risk in their company effectively and their knowledge of
the corporate capital. Within the set goal, we looked at the differences in the attitudes of entrepreneurs depending on a company size,
gender and education of entrepreneurs. To analyze acquired data, we used descriptive statistics, regression analyses and Z-score in our
research. The originality of the article is that the whole process and result trajectory is focused on highlighting the financial security and
sustainability of the searched sector. The results of our research brought an interesting finding. On the one hand, entrepreneurs declared
a high capability of the effective credit risk management in their companies and, on the other hand, demonstrated a low level of knowledge in managing the corporate capital. This trend creates a potential possibility of a growth of corporate financial risks. The research
results confirmed that the theoretical knowledge of the corporate capital has a significant impact on the formation of effective attitudes
of the entrepreneur to manage the credit risk. Larger companies, men and entrepreneurs with higher education have much better level
of knowledge of the corporate capital management. The research results enable to form a platform for a deeper insight into the financial
security processes in companies and in the sustainability of the SME sector, especially in the current post-crisis period.
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1. Introduction
Small and medium sized enterprises represent the primary moving mechanism for creation of a new job and
increase of the gross domestic product (Czarniewski, 2016; Tvaronavičienė, 2016), their growth and development are the priorities amongst the goals of national economies for developed countries of the world as well
as for countries in transition (Kozarevic et. al., 2015, Virglerová et al., 2016, Krejčí et. al., 2015; Munteanu,
Tamošiūnienė, 2015; Travkina, Tvaronavičienė, 2015). The issue of business risks of small and medium enterprises (SMEs) represents a current area of theoretical research and practical applications (Ključnikov, Popesko,
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2017; Havernikova et al., 2016; Merigó, 2015).
A financial security of companies is a strategic management area, as every company has the prospect of staying
in the market and increasing its value (Pavelková and Knápková, 2005, Kislingerová et al., 2010; Stasytytė and
Aleksienė, 2015).
An efficient corporate credit risk management is a significant area of an overall management because many
businesses are directly dependent on external financing in the form of bank loans. In the case of efficient corporate credit risk management, they use the financial leverage to accelerate their business activities. On the
other hand, the excessive debt ratio necessarily implies a limitation of the debtor’s rights, which may lead to
the discovery of the bankruptcy. In such a case, the debtor is wholly forbidden from controlling its assets. This
is also in the case when the default is solved by a bankruptcy. In the case of a rescue, the debtor’s dispositional
rights are subject to the supervision of the creditors (Smrčka et al., 2016).
Thus, unsuccessful credit risk management can lead to the termination of a company. In this context, Pavelka
and Krchnak (2015) pay attention to the fact that SMEs have more difficult access to foreign financial resources
for their development and increased competitiveness.
The global economic crisis meant a serious external shock for the SME segment, and in many cases also jeopardized the existence of these businesses. Enterprises in the SME segment experienced a significant drop in
demand, orders, and worsening of sales over the period, which subsequently resulted in lower sales, worse profitability and decrease of liquidity. Low return on investment provoked problems with repayment of loans and
liabilities to suppliers and employees, which led to the creation of the secondary insolvency and threatened the
operation of other businesses. Banks and credit institutions tightened credit standards, increasing the difficulty
of credit obtaining and the costs of repayment. For SMEs, the access to external funding worsen significantly
and so their liquidity. These processes associated with the crisis and the post-crisis periods put increased demands on the financial management in companies and on the application of various financial scenarios. This
aspect is strongly related to the level of knowledge of the credit risk and corporate capital management. Requirements for this knowledge have changed significantly in recent years. It is not enough to have only basic
knowledge and experience in the field of the financial management, entrepreneurs are getting in their management regime into much more complex decision-making problems that determine their existence.
In a reflection of the facts presented, we see the current issues of SME in two lines - at the micro level - represented by the financial security of SMEs (Akhmadeev, Manakhov, 2015), and at the macro level - represented
by the sustainability of the SME sector (Astrauskaitė, Paškevičius, 2016; Giriūnienė, G.; Giriūnas, L. 2015).
There is a causal conditional relationship between the financial security of SMEs and their sustainability in
this sector that has not been the subject of any research studies yet. This is due to the problematic capture of
their qualitative and quantitative links, which are complicated by dynamic changes in the external environment of the SMEs. This also raises the need for methodological processes, as well as the available data base.
This consistent fact instilled us, in the initial stages, the need for a deeper research of selected aspects of the
effective risk management of SME entrepreneurship in relation to the financial security of companies and the
creation of a macroeconomic trajectory of the impacts of these aspects on the global sustainability of the SME
sector.
The originality of this article lies in the research of the dependence of the credit risk management on the knowledge of the basic rules of the corporate capital management. Our article is based on the empirical knowledge
which we gained in the segment of small and medium sized enterprises using the questionnaire research.
The structure of this article is as follows. The introductory theoretical part represents a brief excursion to the
problem solved and is aimed at clarifying of the importance of the processes of monitoring and evaluating
of the financial security of enterprises in the current post-crisis period and its interconnectivity to the macro
80
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level - the sustainability of the SME sector. In the next part, we focus on the research processes, where we
describe in detail the methodology of the research and the main research lines. The results of the analyses
are the subject of the third part, in which the research findings of both quantitative and qualitative characters
are aggregated. In the context of the highlighting of the significance of the financial security processes of
SMEs and the sustainability of the sector, in the discussion part we point out also to the risks of the company
insolvency, its global situation and the attitudes of Czech and Slovak entrepreneurs towards this fact. The
discussion line ends with the institutional usability of the results of our research and inspirational ideas for
the further research.
2. Theoretical background
According to Leopoulos et. al. (2006) managing of financial and credit risk should be a fundamental part
of everyday activities of SMEs. Authors presented explicit quantitative tools for its successful management
(Kulišauskas, Galinienė, 2015; Tamulevičienė, 2016).
Similarly, Stan-Maduka (2013) stressed the necessary role of financial risk management and assessment in the
business processes and profitability of SMEs. In this context Kozubíková et al. (2017) state that financial risk is
considered to be one of the most important types of risk because high financial risk-taking may in turn significantly affect the liquidity of the company.
The strong relations between credit risk, macroeconomic conditions and capital structure was analysed by Hackbarth et. al. (2006) introducing the model for measuring the impact of various capital structure on credit risk.
The leverage effect in terms of capital structure and its influence on corporate credit risk management is highlighted also by Purnanandam (2008). Grossl et. al. (2001) provided an investigation of German companies´
financial structure in context of financial risk of SMEs, while finding out that positive trend of owing leads to
significant higher financial risk of the company. In the same way Kim et. al. (2011) studied the leverage impact
on corporate cash holdings in Korean SMEs in context of financial risk.
Furthermore, Dangl and Zechner (2004) proved that dynamic capital structure lower optimal initial leverage ratios while increasing credit spreads and expected default probabilities. The research of these authors has shown
that the extent of the effect of capital structure dynamics depends mainly on firm characteristics, such as asset
volatility, the growth rate, the effective corporate tax rate, debt call features and transactions costs. Equally
Behr and Guttler (2007) state that the value of loans of SMEs have direct impact on their credit risk.
On the other side some authors state that effective credit risk management involves not only management of
financial indicators and considering economic conditions, but also it is important to evaluate SME characteristics, such as firm-specific characteristics (Moon and Sohn, 2010; Felicio et al., 2015).
According to Gupta et. al. (2015) successful credit risk management depends strongly on the size of the company. They argue that within the broad category of small and medium size enterprises exists a huge diversity, as
SME differ widely in their capital structure, firm size, access to external finance, management style, numbers
of employees etc., which is important to consider while managing credit risk.
Similarly, Marshall et. al. (1996) have dealt with the importance of knowledge management in context of financial risk. Their results further suggest that there is a need for a more structured approach to transferring knowledge to decision makers before it is needed, enabling the access of information as it is needed and transferring
the knowledge about the firm’s changing risk management requirements.
The value of non-financial information in SME companies credit risk management is highlighted also by Altman et. al. (2010) and Kritzman and Li (2010). In the same way Chen (2016) studied the influence of geography characteristics of companies on the credit risk. The study provided in Taiwan showed that the firm loca81
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tion affects credit risk through the channels of incomplete information and financial leverage. Moreover, the
study found out that a firm’s market-debt financing distance is positively associated with its credit risk while
the firm’s banking-debt financing distance has insignificant effect.
Kozubikova and Bartos (2015) provided the examination of the relationship between personality characteristics
and approach to the perception and management of credit risks. They proved that there are significant differences
in approaching credit risk between artist-entrepreneurs and businessmen-laborers. The results further showed a
high degree of confidence of individual groups of entrepreneurs when evaluating their ability to manage financial risks in the company. Same groups of entrepreneurs were studied also by Kozubikova et. al. (2015). They
proved the high degree of confidence of individual groups of entrepreneurs when evaluating their ability to manage financial risks in the company and the high intensity of entrepreneurial optimism regardless of the personal
characteristics of entrepreneurs. The results by Kozubíková et al. (2017) show that there are differences between
men and women entrepreneurs in factors which are important for the perception of financial risk.
The authors pay much attention to other attributes of the corporate credit risk management. Size of the company
can play an important role in the context of external funds obtaining (Pervan, Kuvek, 2013). Credit tightening
that followed the crisis has affected some SMEs more than others (Bain & Company, Inc. and the IIF (2013).
The access to finance is one major challenge for SMEs, which affects them disproportionately more than large
firms (International Finance Corporation, 2013), especially in the conditions of the financial distress, when
SMEs are often denied for credit (Kundin & Erecgovac, 2011). The reason can be the asymmetry of information
in the credit process (Ramlee & Berma, 2013).
Many authors research the relation of the gender to the financial risk. Diaz-Garcia and Jimenez-Moreno (2010),
Ayub et al. (2013) and Lim and Envick (2011) identically found that women are more risk averse than men. On
the other hand, Garwe and Fatoki (2012) confirmed that gender does not have any significant impact on SME
finance, however, females were more discouraged from bank finance than males. Gamage (2013) also negated
the influence of the gender and the experience of the entrepreneur.
The importance of education for the entrepreneurship of SMEs is searched by other authors. According to Irwin
and Scott (2010), higher education of the entrepreneurs has a positive impact on the ability to undergo financial
difficulties and provide better access to the external funding. Higher educated people are more interested to
have their own business (Velez, 2009; Lafuente, Vaillant, 2013). Educated individuals can look for more opportunities in the market (Naude et al., 2008), which is positively related to higher growth (Rauch, Rijsdijk,
2013, Van der Sluis and Van Praag, 2008).
3. Aim, methodology and data
The aim of this article is to search the dependence between the entrepreneur’s ability to manage the corporate
credit risk effectively and their knowledge of the corporate capital.
Within the set goal, we searched the differences in the attitudes of entrepreneurs, depending on the size of business, gender, and entrepreneurship education.
In connection with the defined goal, in 2017 we realized an empirical research in the Czech business environment of SMEs using a questionnaire. Entrepreneurs and business managers expressed their approval with the defined claims on the 5-degree Likert scale: I totally agree, I agree, I have no attitude, I disagree, I totally disagree.
The questionnaire consisted of 6 questions related to the socio-demographic characteristics of enterprises (region, business sector, number of years of entrepreneurship, size of an enterprise, gender and education of an
entrepreneur) and 36 claims related to the credit risk.
The procedure of obtaining empirical data was as follows. By a random numbering method, using the Randbetween mathematical function, we selected 1,000 SMEs from the official Czech database of the companies Al82
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bertína. We addressed these businesses by mail and telephone at least once, and if we had a negative response,
we contacted the company again. The sample presented 352 enterprises (35% success rate) with the received
feedback. Data were collected in all regions of the Czech Republic.
The structure of socio-demographic characteristics of entrepreneurs was as follows: males 265 (75.4%), women 87 (24.6%), university education 171 (48.6%), secondary education with graduation 139 (39.5%), secondary
education without graduation 42 (11.9%). The structure of enterprises was as follows: enterprises up to 10 employees 233 (66.2%), enterprises up to 50 employees 67 (19.0%), enterprises up to 250 employees 52 (14.8%).
Business doing business more than 10 years in the market 227 (64.5%), from 5 to 10 years 64 (18.2%) and up
to 5 years 61 (17.3%).
The effective credit risk management was defined by the claim (indicator):
Ky: I can manage credit risk in my business effectively.
We defined the entrepreneur’s knowledge of the corporate capital by the following statements (indicators):
K1: Debt (a bank loan) is cheaper than the entrepreneur’s equity and therefore I use a bank loan.
K2: Debt (a bank loan) is less risky than the entrepreneur’s equity and therefore I borrow money from the bank.
K3: Businesses need a certain amount of credit, but I think the entrepreneur should have more equity than loans.
K4: Debt should be used primarily to finance the current capital of the company.
The mentioned dependency can be formally written as:
		

IKy = f(K1, K2, K3, K4)						

(1)

		

IKy ≥ IKn

(2)

		

IKn = (IK1 + IK2 + IK3 + IK4)/4

							
					

(3)

IKy expresses the overall value of the ability to manage the credit risk in the company effectively, IK1 + IK2 +
IK3 + IK4 express the value of partial indices. We assumed that the declared ability to manage the credit risks
effectively would be greater or equal to the average value of knowledge in the field of the corporate capital.
The formulation of the individual indicators was determined in such a way that the higher value of the knowledge indicators determined the higher value of the effective credit risk management. The IKy belongs to the
interval (0; 4). The lowest value means that the sum of the knowledge index values is zero. The highest value
means that the sum of the knowledge index values is excellent. When formulating the statements, we used the
findings of many authors (e.g. Pavelková and Knápková, 2005, Kislingerová et al., 2010).
In the article, we identified these scientific hypotheses using the expert estimation method:
H1: The value of IKy for the entire SME segment will be higher than the average theoretical value of IKy (0.500).
The values of partial IKy calculated for individual groups of entrepreneurs will be higher than the average theoretical IKy value (0.500).
H2: The value of IKn for the entire SME segment will be higher than the average theoretical value of IKn (0.500).
The values of partial IKn calculated for individual groups of entrepreneurs will be higher than the average theoretical IKn value (0.500).
H3: The multiple linear regression model explains more than 30% of the total variability between the dependent
variable Ky and the independent variables (K1, K2, K3, K4).
H4: There are no statistically significant differences in the selected indicators by company size, gender and
education.
The values given in Equations 1 and 3 were calculated for the defined groups of entrepreneurs.
We used descriptive statistics and Z-score to validate hypotheses H1-H3. Statistically significant differences
83
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between the positive responses of the designated social groups were compared using the Pearson statistics at
the significance level of 5%. If the calculated p-value was lower than 5%, we reject the null hypothesis, and
the alternative hypothesis was confirmed. The calculations were made using the free software available at
http://www.socscistatistics.com/tests/ztest/Default2.aspx.
In order to quantify the relationship between the dependent variable and the independent variables, a regression analysis was used. Independent variables must meet the linearity assumption (verification by the graphical
analysis using the “point graph”), the assumption of homoscedasticity (verification by Bartlett’s test), the assumption of normal data distribution (graphical verification by comparing the histogram to the normal distribution curve and by testing the descriptive characteristics using the z-value). If the z - value of the descriptive
characteristic (skewness, kurtosis) of the indicator is less than 2 (Hair, 2010) then the assumption of the normality is met. The relationship between the variables was searched using a correlation matrix. T-test was used to
verify the significance of regression model parameters. The general form of the regression model with multiple
linear function, which expresses the additive relationship between the dependent and independent variables,
can be expressed as:
		

Ky = β0 + β1*K1 + β2* K2 + β3* K3+ β4 * K4 + εt ,

			

(4)

Where the Ky – a dependent variable, β0 – a constant, β1, ..., β4 - parameters of independent variables, K1, K2,
K3, K4 - independent variables, εt – an error term.
The statistical significance of the regression model was verified by the F - test. The presence of a multi-collinearity was identified by the variance inflation factor (VIF test). If the regression model function has three or more
independent variables, then a negative phenomenon, multi-collinearity, is to be verified (Noriss and Lecavalier,
2009). We used the determination coefficient (R2) to express the reliability of the regression model. In the tests
required for the regression analysis, we used the probability of a test error of 0.05. The calculations were made
using the SPSS Statistics software.
4. Results and discussion
The results of the research are presented in the following tables. Table 1 lists the results that show the entrepreneurs’ view on their ability to manage the credit risk in the company effectively.
Table 1. Ability of entrepreneurs to manage the credit risk in the company effectively
I can manage the credit risk
in my company effectively
1. totally agree

Total
SMEs
32

Micro

OE

M

W

UD

OD

20

12

25

7

16

16

2. agree

206

137

69

150

56

106

100

Sum 1+2

238

157

81

175

63

122

116

Total number
Index

352

233

119

265

87

171

181

0.676

0.674

0.681

0.660

0.724

0.713

0.641

Notice: Micro-micro enterprises, OE – other enterprises, M-men, W-women, UD- university education, OD –other education

The research results, which represent the knowledge of entrepreneurs of the corporate capital management, are
presented in Tables 2-5.
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Table 2. Knowledge 1
Debt is cheaper than the entrepreneur’s
equity and therefore I use a bank loan.
1. totally agree
2.agree
Sum 1+2
Total number
Index

Total
SMEs
17
91
108
352
0.307

Micro

OE

M

W

UD

OD

11
40
51
233
0.219

6
51
57
119
0.479

14
70
84
265
0.317

3
21
24
87
0.276

12
57
69
171
0.404

5
34
39
181
0.215

M

W

Table 3. Knowledge 2
Debt (a bank loan) is less risky than the
entrepreneur’s equity and therefore I
borrow money from the bank.
1. totally agree
2.agree

Total
SMEs

Micro

OE

UD

OD

6

3

3

4

2

4

2

56

31

25

43

13

30

26

Sum 1+2

62

34

28

47

15

34

28

Total number

352

233

119

265

87

171

181

0.176

0.146

0.235

0.177

0.172

0.199

0.155

M

W

UD

OD

Index

Table 4. Knowledge 3
Businesses need a certain amount of
credit, but I think the entrepreneur should
have more equity than loans.
1. totally agree

Total
SMEs

Micro

OE

69

48

21

55

14

30

39

2.agree

185

125

60

128

57

81

104

Sum 1+2

254

173

81

183

71

111

143

Total number

352

233

119

265

87

171

181

0.722

0.742

0.680

0.691

0.816

0.649

0.790

M

W

UD

OD

Index

Table 5. Knowledge 4
Debt should be used primarily to finance
the current capital of the company.
1. totally agree
2. agree

Total
SMEs
7

Micro

105

OE

4

3

6

1

3

4

68

37

82

23

52

53

Sum 1+2

112

72

40

88

24

55

57

Total number

352

233

119

265

87

171

181

0.318

0.309

0.336

0.332

0.276

0.322

0.315

Index

Based on the results of the empirical research, we calculated the indicators IKy , IKn and compared the value IKy
with the IKn value:
		

IKy = 0.676

		

		

IKn = (IK1 + IK2 + IK3 + IK4)/4 = 0.381

IKy > IKn

IKy/Micro = 0.674

IKn/Micro = 0.354

IKy/Micro > IKn/Micro

		

IKy/OE = 0.681

IKn/OE = 0.433

			

		

IKy/M = 0.660

IKn/M = 0.379

			

IKy/M > IKn/M

		

IKy/W = 0.724

IKn/W = 0.385

			

IKy/W > IKn/W

		

IKy/UD = 0.713

IKn/UD = 0.394

			

IKy/UD > IKn/UD

		

IKy/OD = 0.641

IKn/OD = 0.369

			

IKy/OD > IKn/OD

			

IKy/OE > IKn/OE
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The research results showed that the declared value of the ability to manage the credit risk (IKy) effectively was
higher than the average theoretical value of 0.500 in all defined groups of entrepreneurs. The highest value of
this indicator was found in the group of female entrepreneurs (0.724) and the lowest value in the groups of
entrepreneurs with a lower level of education (0.641). These results confirmed a relatively high self-confidence
of entrepreneurs in managing the credit risk.
The average value of IKn for the entire SME segment was lower than the average theoretical value of IKn (0.500).
The values of partial IKn calculated for individual groups of entrepreneurs were lower than the average theoretical value of IKn (0.500). The highest value of the indicator was found in the group of larger companies (0.433)
and the lowest in the group of micro-enterprises (0.354). These results confirmed the low level of the entrepreneurial knowledge in the field of the corporate capital management.
The H1 hypothesis was confirmed.
The H2 hypothesis was not confirmed.
The research results that quantify the relationship between the dependent variable and the independent variables are shown in the following tables.
Table 6. Skewness, kurtosis, z- value and Bartlett´s test of independent variables

Independent
Variable

Descriptive statistics

Tests to verify the assumption of the normal distribution
and the homoscedasticity distribution
Z-value
Z-value
Bartlett´s test
(S)
(K)
1.681
0.624
0.348

K1

Skewness
(S)
1.354

Kurtosis
(K)
1.254

K2

1.002

0.358

1.119

-0.458

0.264

K3

2.654

0.735

4.824

-0.347

0.017

K4

2.168

1.231

2.344

3.149

0.009

The results in Table 6 show that the independent variables (K1, K2) meet the assumption of the normal distribution of the respondents´ responses (K1: z-value (S) = 1.681, z- value (K) = 0.624, K2: 1.119, z-value
(K) = -0.458). At the same time, K1 and K2 indicators meet the assumption of homoscedasticity, because Bartlett’s p-value is higher than the significance level. The graphical analysis of the data, using the point graph,
shows only slight variations in the pairing assessment of the respondents for the indicators K1 and K2. And
vice versa, K3 and K4 do not meet the assumption of normality, linearity or homoscedasticity. The results of
the correlation matrix indicate strong or very strong dependencies between respondents’ responses to the Ky
indicator (effective credit risk management) and its determinants (knowledge of the entrepreneur in the field of
the corporate capital). The results of paired t-tests of the dependent variable Ky and the independent variables
(K3: t-test = 1.153; K4: t-test = 0.846) confirmed the statistical insignificance of the regression model parameters. But the independent variables K1 and K2 are suitable for describing the dependence using a suitable
regression model.
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Table 7. Characteristics of regression model of the effective credit risk management
Least squares multiple regression
Coefficient of determination (R2)

0.4825

Adjusted coefficient of determination (Adj. R )

0.4801

Multiple correlation coefficient (R)

0.6946

Residual standard deviation

0.2158

2

Regression equation
Independent variables

Coefficient

Std. Error

t- Stat

p-value

K1

0.5581

0.1421

3.9275

0.008

K2

0.3159

0.0958

3.2975

0.014

Constant

Analysis of variance (ANOVA)
F-ratio

51.607

Significant level (p-value)

< 0.001

To describe the dependence between the dependent variable (Ky) and the independent variables (K1, K2) we
used a regression model with multiple linear function. The selected regression model best explains the overall
variability of the effective credit risk management (R2 = 0.4825). The selected linear regression model is statistically significant because the significant level of F - test is less than the significance level of the regression
model.
Based on the results of the regression modelling characteristics (see Table 7), we formulated the relationship
between the effective credit risk management and its determinants. The mathematical function of the regression
model has the form:
		

Ky = 0.5581 * K1 + 0.3159 * K2,					

(5)

where Ky - effective credit risk management, K1 - I use debt, i.e. bank loan because it is cheaper than equity;
K2 - debt, i.e. bank loan is less risky than equity.
The H3 hypothesis was confirmed.
The multiple linear regression model explains more than 30% of the total variability between the dependent
variable Ky and the independent variables (K1, K2, K3, K4). The shape of the regression model explains up to
48.25% of the overall variation of the entrepreneurs’ responses to Ky. A significant influence on the formation
of effective attitudes of the entrepreneur to the management of the credit risk have K1 and K2. In our research,
we found out that K3 and K4 do not have a statistically significant impact on the formation of effective attitudes
of entrepreneurs to the credit risk management.
In Table 8 we compare the attitudes of entrepreneurs, according to business, gender, and education.
Table 8. Calculation of Z-score for individual indicators
Ky

K1

K2

K3

K4

Micro/OE

Z-score: p-value

0.8966

0

0.0375

0.2225

0.6031

M/W

0.2713

0.4715

0.9124

0.0232

0.3271

UD/OD

0.1471

0.0001

0.2757

0.0032

0.8887

Values of the test criterion (p-value = 0.8966/ 0.2713/ 0.1471) confirmed that there are no statistically significant differences in the attitudes of entrepreneurs within the defined groups to assess their own ability to manage
the credit risk.
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When evaluating K1 indicator, we found that there are statistically significant differences in respondents’
responses. Larger businesses and entrepreneurs with higher education showed better level of knowledge
(p-value = 0 / 0.0001).
Considering K2 indicator, we found that there are statistically significant differences in respondents’ answers.
Larger businesses presented higher level of knowledge in the field of the capital risk (p-value = 0.0375).
Taking K3 indicator into account, we found that there are statistically significant differences in respondents’
answers. Women entrepreneurs and entrepreneurs with lower level of education declared a higher tendency to
prudent management of the corporate capital (p-value = 0.0232 / 0.0032).
When we assess the K4 indicator, we found that there are no statistically significant differences in respondents’
answers considering the defined groups of respondents.
H4 was partially confirmed.
The results of our research showed a relatively low correlation between the declared ability to manage the
credit risk effectively and the average level of knowledge of the corporate capital because up to 68% of entrepreneurs declared that they are able to manage the credit risk effectively, but only 38% of them demonstrated
their knowledge of indicators K1 to K4, which significantly determine the correct attitude towards the credit
risk management.
Entrepreneurs demonstrated a relatively low level of knowledge of the corporate capital because only 31% of
them agreed with the claim that debt is cheaper than equity. The lowest level of knowledge was demonstrated
by entrepreneurs in assessing the risk of debt, where we found that only 18% of them understood correctly the
mutual risk ratio of both types of capital.
In our research, entrepreneurs demonstrated a relatively responsible approach to the corporate equity management, as up to 72% of them agreed with the claim that the entrepreneur should have a higher volume of equity
than loans.
Only 32% of entrepreneurs agreed that debt should be primarily used to finance the current capital of the company.
The results of our research, to some extent, confirmed the conclusions of Moon and Sohn (2010) about the
impact of the firm-specific characteristics on the effective credit risk management and about the corporate
size impact on the credit risk management (Gupta et al., 2015, Pervan, Kuvek, 2013) and about the impact of
the personality characteristics and gender of the credit risk management (Kozubikova and Bartos, 2015; Kozubíková et al., 2015; Kozubíková et al., 2017). Our research also confirmed the conclusions of Irwin and Scott
(2010) about the importance of education in the entrepreneurship.
In the results of our research, we can see a number of dissemination lines as well as clear microeconomic and
macroeconomic significance.
The SME sector in the Czech business environment is comparable, in quantitative terms, to the situation in other EU countries, but considering a qualitative side, the situation is much more complicated, related to the more
problematic adaptability of SMEs to changes in external conditions. The development of SMEs is complicated
by complex, often changing legislations, taken without any analyses of impact on the business environment,
high administrative burdens of business, bureaucratic interventions, public sector inefficiency, increase of input
prices, lack of resources for start-up entrepreneurs, malfunctioning capital market, fragmented financial and
other support of SMEs, inadequate interconnection of the education and training systems with the needs of the
labor market and with the requirements of SMEs.
88

JOURNAL OF SECURITY AND SUSTAINABILITY ISSUES
ISSN 2029-7017 print/ISSN 2029-7025 online

These factors are important in the process of maintaining the sustainability of the SME sector, as their importance in the post-crisis period increase. High demands on knowledge are also made on entrepreneurs and business executives who find themselves in more complex decision-making situations associated with the financial
management. Current education processes embedded in separate systems are inadequate or do not reflect the
current needs of practice in the field of the financial management knowledge as well as changes in the external
environment of companies, etc. This creates a potential for risks in several dimensions of the financial management of SMEs. We also see the importance of this issue taking the current global insolvency development of
companies into account, which implicitly determines the sustainability of the SME sector. From an aggregate
point of view, looking at the insolvency development of companies, the global insolvency rate was declining to
2017, but in the last few months there was a very low decline. Experts estimate a gradual increase in insolvency
for 2017. The world insolvency index, Euler Hermes, declined by only 2% between November and December,
with an expected increase of 1% in the global insolvency. The increasing rate of insolvency is particularly peculiar to the US, Russia and China. For companies, it means a strong deflationary pressure and a slump in the
global demand. Looking at the insolvency assumption for 2017 (Business Insolvency Worldwide - Economic
Outlook 1230-1231, November-December 2016), the planned decrease in the Czech Republic is 7% which is
less than in Portugal (8%) and more than in Slovakia (5%). A significant decline in insolvency is expected this
year in Denmark (19% annual rate) and in Hungary (25% annual rate). From the home environment, interesting
research findings were provided by Ředinová and Paseková (2013) who searched the attitudes of SME owners
to insolvency in the Czech and Slovak Republics (more than 130 respondents in each country).
The results of their study show that up to half of respondents have some experience with insolvency of their
own business or their business partner. The attitudes of managers and owners of SMEs to insolvency and experience with it were almost the same in both countries. In both countries, less than a fifth of respondents thought
about changing the seat of the company due to tax profitability. More than 60% of respondents in the Czech and
Slovak Republics consider insolvency processes to be the business-termination related events, less than 10%
of respondents would be passively waiting for the reaction of creditor in the event of insolvency. In both countries, there was a tendency to address the problem of their insolvency actively, highlighting the need for a wide
range of knowledge in the field of the financial management of companies and the related financial security of
companies. Here we can see a significant disproportion in the transfer of these findings to educational structures
and policies. Despite the availability of the wide range of research studies dealing with financial literacy and
its importance for the economy of the country, we can see the research flows only in the direction of initiating
and realizing of the research and disseminating of their outcomes to the target subjects. An active feedback, a
reflection on identified needs in the education, a transfer of knowledge into national strategic plans, regional
concepts and programs are implemented in a minimal range. This leads to the deepening of disproportions and
discrepancies among the research sphere, entrepreneurial practice and the sphere of policies.
Conclusion
The aim of this article was to search the dependence between the entrepreneur’s ability to manage the corporate
credit risk effectively and their knowledge of the corporate capital. The process and result trajectory of the research was focused on highlighting the financial security as well as the sustainability of the SME sector which
are causally related. The importance of the research on the financial security and sustainability of the SME sector is increasing in the current post-crisis period.
The results of our research brought an interesting finding. Despite the fact, that entrepreneurs declared a relatively high ability of the effective credit risk management in their companies, they demonstrated a relatively
low level of knowledge in managing the corporate capital.
Entrepreneurs in the SME segment have limited knowledge in the process of the credit risk management, which
creates a potential growth of the corporate financial risk.
A significant impact on the formation of effective attitudes of the entrepreneur to manage the credit risk have
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indicators K1 and K2. In our research, we found that indicators K3 and K4 do not have statistically significant
effect on the formation of effective attitudes of entrepreneurs to the credit risk management.
Our results confirmed that larger companies (compared to microenterprises), men (compared to women) and
entrepreneurs with higher education (compared to lower-level education) have better level of knowledge of the
corporate capital management.
Our research, similarly to comparable researches, has some limitations (e.g. sample size, definition of indicators), but it is beneficial as it creates a platform for further and deeper future research of processes of the financial security and sustainability of the companies in the SME sector.
The findings of our research have open a space for a deeper insight into the dimensions of the financial security
of companies in the SME sector that absent in the scientific studies, particularly for its methodological difficulty and data limitation. Financial security of companies, in the context of the findings, is planned to be further
analyzed considering several financial processes in companies and to model the financial scenarios on a quantitative and qualitative basis for a deeper study of the financial security of the companies and their sustainability.
Our ambition is also an active dissemination of these outputs to monitoring and evaluating reports, development concepts, national policies, and thus to encourage relevant institutions to find the possibilities of more
effective support of SME entrepreneurs at different stages of their life cycle as well as to various unpredictable
and predictable changes in national and international environments. This will greatly enhance the relevance of
research studies for science and practice and open a space for further research of this issue.
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