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Abstract. A long-term effort of the management of an organization is
permanent financial performance, which means profit. Any manager of small
and medium-sized enterprises looks for suitable strategies that will enable them
to succeed in a competitive environment. Most often, they focus on common
reducing costs, increasing market share, introducing new products,
strengthening relationships with customers and retaining talented staff in the
organization. Some managers, however, still do not realize that communication
is the most important tool for improving the organization's performance.
Currently, the communication process is no longer only the exchange
of information. It is the basis of influencing prosperity of the organization and
its competitiveness. In any organization, communication of managers is both a
factor that unites people who work in it and participate differently on its
performance, and partly a factor that actively participate in all management
processes. The communication is used to the goals set in the strategies for
evaluation and monitoring, and particularly it is important in the field of human
relations. Undoubtedly, it is the cornerstone of the success of any organization.
Both the internal communication for operational decisions and the
communication of strategic decisions are of great importance to improving the
performance of SMEs and optimize their management. Effective
communication link setup is not only important for the consistency of all work
activities, but also for stimulating job performance, work behaviour, motivation
and employee loyalty. The paper deals with the influence of managerial
communication to the performance of 148 SMEs.
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1 Introduction

The communication belongs to the most difficult skills which are necessary for
efficient performance of managerial functions. Internal communication is one of the
most complex processes which must be kept on running, that is why it is necessary to
make the information available for everybody in due time [24]. Clear, open
communication between management and human resources lies in an understandable
description of the current situation of the organization, in the exact determination of
goals and ways to achieve them [23].



Concerning communication it is important to know how to: solve problems and
develop new skills, deal with conflicts, emotions and anger, understand other people,
adapt, change and grow [20]. Organizational researchers have suggested that
communication is particularly important in organizational change processes [13, 30].
Within the communication, human communication almost always consists of verbal
and nonverbal signals that are mutually supportive [7].

Today, communication is mostly understood in the sense of sharing and
transferring information [27]. Communication is the process by which meanings are
exchanged between people through the use of an agreed system of symbols [1]. It is
a process of mutual transfer of information in social contact governed by certain rules
[15]. Communication is a way by which changes can be achieved providing the
welfare of an organization. It is important for the internal functioning of an enterprise
as it integrates management functions [8]. Communicative interactions in the
workplace serve to create and maintain work relationships among team and
organizational member [18]. Success of a company is based on the knowledge how
to treat the information [17].

Managerial communication contains of both interpersonal communication,
communication between two or more persons, and communication within
an organization, which covers all the models, networks and communication systems
within the organization [21]. Managerial communication is the exchange
of information between the executive and all stakeholders (especially employees and
customers) [22]. It concerns exchanging information from top as well as from bottom,
via formal and informal channels through which it is possible to reach objectives that
manager designate [29].

Managerial communication performs in organizations at the initiative of the
management team with the direct involvement of the management team, in order
to achieve practical the strategic objectives [26]. Managerial communication includes
all relevant forms and communication channels that the manager can choose for
accomplishing his or her objectives [5]. Bell and Martin [4] define managerial
communication as the downward, horizontal, or upward exchange of information and
transmission of meaning through informal or formal channels that enables managers
to achieve their goals. In practice these communication skills are required:
competence in listening and answering, openness and sincerity, inquiry, empathy,
negotiation and solving conflicts [16].

There are many reasons why we should deal with the managerial communication.
A research of Watson Wyatt Worldwide, a multinational consulting company, from
the last decade of North American companies confirmed that a well-functioning
internal communication means measurable financial benefits and other quantifiable
benefits for profit-oriented organizations [28]. Petfikova et al. [19] notes, that
according to this study, companies with efficiently organized internal communication
financially win over companies that do not have this organization. The study results
clearly demonstrate that communication is a key element in creating successful
business dealings.

The ultimate goal of an organization is to maximize stakeholders value and
profitability, which is accomplished by integrating strong leadership with formal and



informal communication networks [2]. In particular, communication that reveals
shared values and reflects common commitments to organizational goals enables co-
workers to forge and sustain productive relationships in organizations [10].
Communication can also have direct and indirect effects on team and organizational
performance [9].

Effective communication has also been identified as a significant factor in helping
employees understand the need for change, as well as the personal effects
of a proposed change [3]. Quality and therefore effective communication improves
employee efficiency, helps managing the flow of information, provides feedback to
managers, develops a sense of belonging and the team spirit, and it is also good
preparation for the crisis management [6]. Not accepting communication as authority
can be a major obstacle to the improvement of organizational performance,
innovation and change efforts [14].

A sign of a good functioning of the managerial communication is that the company
employees” information and motivation are well-integrated. Workers have sufficient
information for their work; they know what is expected of them. One of the most
important prerequisites for good functioning is regular feedback in both directions
[11]. Overall, malfunctioning of the communication in an organization often results in
the following:

high rate of staff turnover, poor coordination of work processes and activities,
staff disinterest in achieving the goals,

determination inappropriate strategy based dysfunctional feedback,
ineffective marketing management,

inability of competing in the market [25].

Both general and specific measures of the assessment of efficiency of the
communication can be found in three areas: loyalty and employee satisfaction, the
overlap between formal and informal communication, customer satisfaction [12].

2 Methods

This text aims to assess the impact of managerial communication in small and
medium-sized enterprises of the South Bohemian Region in Czech Republic for their
performance and propose recommendations that would make the internal
communication more effective.

Quantitative economic data was obtained from annual reports and income
statements according to the identification number (ICO) of companies that were
involved in the survey (interview with managers), which was implemented in 2013-
2014 by the students of the Faculty of Economics at the University of South Bohemia
in Ceské Budgjovice. The interview consisted of many questions, for the purposes of
this paper, only two were selected (plan, strategy). To verify the influence of
communication on the performance, the author of the text used the financial
statements of the sample of 176 SMEs in South Bohemian region, which had been
published on the Internet. From the group Organizations that recorded no data for the



indicators of the assessment (profit and performance/l employee) were also
eliminated. The final sample numbered 148 SMEs.

Information processing used the methods of descriptive statistic as the interval
screening and a simple sorting of data. In the tables of frequencies, absolute frequency
and relative frequency are set. The values of relative frequencies are reported as
a percent of the total. Data were processed using statistical methods suitable for
analysis of categorical data, which are a part of the Statistica program. Statistical
evaluation of the survey results used programming environment that provides simple
tabulations, graphs and procedures for data analysis. It was used for univariate
analysis and qualitative characteristics of addiction.

Testing of the dependence of the impact of the communication on a sample
of financial indicators

The first step in statistical testing is always a statistical hypothesis formulation, i.e.
the formulation of research questions to form the null and the alternative statistical
hypotheses that are placed when tested against each other. The null hypothesis HO
states that the communication indicators do not affect the performance (the financial
indicators). This statement usually expresses no or zero difference between the test
data sets. If the calculated p-value is less than the error probability of one kind o
(0.05), then we reject the null hypothesis and accept the alternative hypothesis Ha,
when we say that there is an effect on performance. The alternative hypothesis denies
the validity of the HO null hypothesis. Typically, it is expressed as the difference
between the files or the existence of dependence between the variables.

3 Results
3.1 Planning in managerial communication and human resource
management

The planning is one of the most important functions for the managers. It should result
into a detailed plan of future activities in an organization. A plan is a written
document that defines the objectives, strategies to achieve them, the need and the
amount of resources, time schedule and responsibilities of the people involved. By the
table 1, drawing up the plan in managerial communication does not address the
absolute majority of examined SMEs in the Region of South Bohemia (51%). Smaller
half of the managers establish communication goals and plans, but we do not know if
the plans are written.

Table 1. Do the SMEs in the Region of South Bohemia set a plan?

Do you have plan? n %
Yes 72 48.65
No 76 51.35

Total 148 100




Worse condition was detected in human resources management process. Surprisingly
(see table 2), more than 60% of SMEs in the Region of South Bohemia does not have
a strategy. The remaining organizations can establish a long-term direction in this
area. In this issue, the managers thus have considerable reserves. They should deal
with future development and to prepare plans, objectives and strategies in the areas of
human resources management and communication, in which the employees could be
also involved. Written plans would increase the awareness of people in the workplace
and thus increasing their workload.

Table 2. Do the SMEs in the Region of South Bohemia set a strategy for the HRM?

Do you have HRM strategy? n %
Yes 54 36.49
No 94 63.51
Total 148 100

Profit/loss is the accounting term for the difference between revenues and costs of the
organization and represents the profit or loss for a given period or periods. For a more
comprehensive comparison, the profit was calculated per one employee. Within the
sample of 148 organizations, almost half of the SMEs reached a positive economic
result, i.e. the profit per one employee in the interval from 0 to 100 thousand CZK
(see table 3). On the contrary, more than a quarter of organizations showed a loss.
Around 7% of SMEs reached the profit of more than 300 thousand CZK per one
employee.

Table 3. The profit/loss per one employee in the SMEs of the Region of South Bohemia in

CZK.
n %
-500000<x<=-100000 10 6.76
-100000<x<=0 25 16.89
0<x<=100000 74 47.97
100000<x<=200000 23 15.54
200000<x<=300000 8 5.41
over 300000 11 7.43
Total 148 100

Output means the products that an organization creates and manages to place them on
the market or that are in various stages of production (unfinished, work in progress,
semi-finished products) or other performances created in the custom mode for their
own consumption. Around 2/5 of organizations (see table 4) reached the output per 1
employee up to 1 million CZK. Up to 2 million CZK was reached by other 1/3
organizations. The sample also revealed approximately 5% of the organizations with
the output of more than 5 million CZK. Outputs in the SMEs in the Region of South
Bohemia were below negative.



Table 4. The output per one employee in the SMEs of the Region of South Bohemia in CZK.

n %
0<x<=1000000 58 39.19
1000000<x<=2000000 54 36.49
2000000<x<=3000000 17 11.49
3000000<x<=4000000 11 7.43
over 4000000 8 5.41
Total 148 100

To test the dependence of categorical variables, the Statistica General Linear Model
was used. It is a method of studying dependence of the explained variable to the
explaining variables. At first, the explained variable was the profit calculated per one
employee and the explaining variables were the existence of a strategy and
communication plans. As reported by the table 5, the p-value of no variable was less
than 0.05. We failed to prove dependence. We can therefore conclude that the
variables do not affect the profit of organizations per one employee. The
communication in an organization therefore does not have an important role.

Table 5. Univariate tests of significance for profit of organizations per one employee.

F p
Do you have a strategy? 0.000856 0.976702
Do you prepare plans? 1.909147 0.169228

In the second testing, the explained variable was the indicator of performance per one
employee. There were the same explaining variables. By the table 6, the p-value was
greater than the o level of significance. As we cannot reject the null hypothesis HO, so
that we suppose it applies. There we failed to prove the dependence. For the variable
of “Do you have an HRD Strategy?”, the p-value was reported less than 0.05. In this
single indicator, a dependence on the performance per one employee was proved. A
strategy for human recourses has a significant effect on the performance.

Table 6. Univariate tests of significance for performance per employee.

F p
Do you have a strategy? 4.926130 0.028039
Do you prepare plans? 0.928392 0.336919
4 Discussion
4.1 Making plans, objectives and strategies

The process of human resource management and communication should be based
on a detailed strategic plan. Unfortunately, creating strategies separately has been
implemented by only in a small number of SMEs in South Bohemia Region so far.



In organizations that have a strategy in HRM dependence, and therefore its impact
on the standard of performance, was statistically proven. As a part of the strategic
planning of human resources management, the management of organizations should
ask the following questions: What direction do they want to develop their
organization and human resources? What goals should they determine? What are the
strategies to achieve them? What is the strength or weakness of the process of HRM?
What educational projects do they want to implement? How should they finance?
What kind of subsidy should they apply for? How should they engage employees?
What influences from outside is threatening? How should they effectively
communicate with their employees? What should be the best way to participate in all
activities?

To determine their weaknesses, it is appropriate to prepare a SWOT analysis and
manage its activities in such a way that the weaknesses in human resources and
particularly problematic communication with employees are gradually dismantled. All
proposals should be a part of the strategic plan and should be tackled with the highest
priority by the financial situation.

Each organization should compile and update their strategic plans, not only in the
field of human resources management, but also in the communication process, and
not to react to it after forced by competitors. Management of SMEs can therefore
recommend the creation of a communication strategy and communication plan as part
of a HRM strategic plan (such as meetings, consultations, conflict resolutions,
teamwork principles, ways of exchanging information). The Strategy will define the
information flow (who informs, who to inform, how and how often). The declaration
and subsequent uniform enforcement in terms of management of the organization is
vitally important.

Each plan should be updated every year, mainly on the basis of feedback from the
previous annual operation. The feedback of employee is important such as to allow
them to enter into the decision to develop an organization and themselves; and the
feedback of managers, such as to continuously evaluate their subordinates, to
commend them for a job well done. The management should conduct regular audits,
which would measure the effectiveness of internal communication and continually
educate and train the managers in communication, negotiation, assertiveness and
conflict resolution, since the manager is the communication link which promotes
plans and objectives of the organization to the work of each employee.

4.2 Transmission of information within the organization

Many SMEs try to achieve the full performance of both the organization and the
human resources. It is possible to achieve this state only provided that workers are
adequately informed and motivated, resulting in their identification with the
organization and its goals. Employees need information to their proper and effective
work. They need to know the goals of the organization and its strategy. They should
be kept informed about what is successful and what is not. They should know their
specific tasks and other duties. Determination of understandable objectives is an
essential prerequisite for successful communication. The more people can identify



with the outlined goals and strategies of an organization, the closer they are to their
actual fulfillment. Any management action should lead to the use of all available
communication channels and opportunities for continuous exchange of information
between managers and workers. Lack of information is not only of a negative impact
on work performance when the employee does not have sufficient data for the job, but
the information is also linked with the need for certainty. Therefore, all workers
should be familiar enough with what is happening in the organization, what are its
future goals and strategies. Concealment of information or their deficiency leads to
communication noise.

The management of organizations can implement information tools, such as the
periodic publication of newspapers, journals and newsletters or regular updates on the
intranet. To have an effective communication within the organization, a regular
feedback in both directions is also necessary. It is not just that workers receive proper
and updated information about everything that affects them directly, but they should
also be allowed to express their comments, opinions or possible dissatisfaction. Most
often, they can do so through workshops or contacting their immediate supervisor. It
is also possible to use a regular survey that investigates the needs and wishes of
employees and their overall satisfaction with the work procedures, management, and
communication. Using questionnaires should be tailored according to specific
requirements of the organization. It is a relatively quick and affordable method for
collecting data. Other improvements are the introduction of further means of internal
communication in the form of anonymous boxes that contribute to better information
management or hearing request, statements, questions and opinions of employees.
It can also be a written communication of thinks that are difficult to be said such as
being a witness of bullying in the workplace, sexual harassment or conflict with
colleagues and direct superiors.

5 Conclusion

The ability of managers and employees, superiors and subordinates, communicate
together openly and effectively is one of the critical success factors of organizations.
The communication between these groups is a source of information that both need
to operate efficiently and effectively. Any manager should focus primarily on the
sufficient level of awareness of its employees about the company's goals, plans and
prospects for further development. The manager deals with people successfully only
if they can create an atmosphere of mutual trust, sense of belonging to the team, but
also to explain and present the goals and objectives of the organization, to build
a creative climate where everyone feels team member feels important and necessary
for the successful operation the entire team and an organization in general.

Internal communication is a totally unnecessary weakness of most SMEs. The
management underestimates its importance and often does not deal with the basic
settings. Doing so, the correct setting of communication within an organization is
a significant stabilizing factor in difficult times. So that management can effectively
manage the organization needs faster and more accurate method of communication,



which in turn provides a better ground for cooperation in business a competitive
advantage in bringing cost savings and increased revenues for the organization.

The management must work with internal communication as with an important
strategic tool to get employees to meet objectives and to gain their loyalty. Only loyal
employee can live their own strategies and expertise and contribute by their added
value. Effective communication is the engine rather than the result of financial
performance and greater employee involvement. Organizations with high levels of
communication often have more committed employees and lower staff turnover
compared to other organizations. Effective communication within an organization is a
strong sign of the maturity of its internal culture and the daily levels of managerial
work. Influence of the strategies on the performance of the SMEs was statistically
proven in this text.
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