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ABSTRACT 

Market development is accompanied by the development of strategic management that will 

continue to develop in the future. In order for companies to be as successful as possible in their 

business environment, they need a methodological approach to developing a strategic plan. 

Creating a strategic plan is not a simple process, it is necessary to carefully observe the 

environment in which the company operates, as well as detailed planning of all factors that 

play a key role in the strategic planning process. Making a good strategic business plan of a 

company ends with making quality and effective decisions on which the successful business 

results of the company will be based. In a global market environment, SMEs want to achieve a 

competitive position in the market. However, small and medium enterprises are not aware of 

the importance of strategic planning and defining strategic goals, which is also a research 

problem of this paper. From the above mentioned the subject of the research arises: to what 

extent small and medium-sized enterprises adopt strategic plans and have defined strategic 

business goals, and to what extent strategic planning contributes to the profitability of small 

and medium-sized enterprises? The empirical research was conducted on a sample of 158 small 

and medium enterprises registered in the Republic of Croatia, while the aim of the research is 

to prove that strategic planning of small and medium enterprises significantly contributes to 

their profitability. 

Keywords: Profitability, Small and medium enterprises, Strategic management, Strategic 

planning  

 

1. INTRODUCTION 

Management is a managerial activitiy that involves adopting the company's strategy and 

coordinating the tasks of all employees, in order to achieve common goals by applying available 

resources (inputs) to create outputs in order to achieve long-term profitability of the company.  

The above mentioned is a key problem of small and medium enterprises because they do not 

attach enough importance to strategic planning and defining strategic goals. Without a set 

mission, vision and strategic goals of the company, it is not possible to achieve long-term 

progress in a competitive environment. Strategic management of the company means primarily 

implemented a systematic process of making and implementing integrated decisions and 

activities of the company's management in order for the company to use the opportunities that 

are presented to it in accordance with the total available potential from the environment. Only 

by defining the mission, vision and long-term goals is it possible to create a competitive 

advantage for the company that will enable its lasting, long-term and stable growth and 

development. Small and medium-sized Croatian companies are focused on making profits in 

the short term, which means that they are focused on the economic, operational and financial 

aspects of business, while less importance is paid to long-term business planning and strategic 
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plans for defining strategic goals. Empirical research in this paper sought to obtain data on 

whether and to what extent small and medium enterprises in the Republic of Croatia adopt 

strategic plans and define strategic goals and to what extent strategic planning is related to the 

profitability of enterprises. 

 

2. ESSENTIAL DETERMINANTS OF STRATEGIC MANAGEMENT  

In recent times, strategy means the struggle for survival and victory in the global market. In the 

business world, strategy means the struggle of two or more companies for customers and the 

market, strengthening the competitive position by increasing market share, while achieving 

continuous profitability for long-term survival in the market. While management is generally 

defined as the process by which inputs are transformed into outputs (Sikavica et al., 2008),  

strategic management of the company implies the implementation of managerial analysis and 

the necessary adjustments to continuous learning through work (Thompson et al., 2008). 

Strategic management is defined as: “The process of decisions and activities; The way the 

organization is run; Coordinating the opportunities and capabilities of the organization; The 

goal is to achieve a sustainable competitive advantage” (Buble et al., 2005). Strategic 

management as a scientific discipline encompasses the whole spectrum of organized knowledge 

related to the analysis of the environment, setting organizational direction, formulating and 

implementing a strategy, implementing control and achieving progress (Sikavica and 

Bahtijarević-Šiber, 2004). To achieve a competitive advantage, companies focus on strategic 

planning on what the company wants to achieve in the market and its basic opportunities for it, 

while competitive advantage deals with the issues of how to implement these opportunities 

(Cingula and Veselica, 2010). Strategic management can be divided into: strategic planning, 

implementation of strategic plans and strategic control. We can present strategic management 

as accepting and adapting the company to the challenges from its environment. The survival of 

companies in today’s global market environment, which is exposed to dynamic changes, is 

possible only through the adoption of quality business policies and strategic plans (Vinšalek 

Stipić, 2020).  

 

3. STRATEGIC PLANNING IN SMALL AND MEDIUM ENTREPRENEURSHIP  

Strategic planning involves the application of management techniques that help organizations 

define long-term goals for achieving stable growth in the market. Strategic planning involves 

the development of strategic plans taking into account the risks and opportunities faced by 

companies. The strategic plan shows the future direction, work goals and strategy of the 

company (Thompson et al., 2008). Strategic planning does not only mean defining strategic 

goals but also planning the implementation of a strategy to achieve those goals. It also helps 

management to know where the company is located and where it wants to go in the future in 

order to take advantage of opportunities from the environment given the strengths and 

weaknesses of the company. 

 

3.1. The importance of small and medium enterprises for the progress of the economy 

Small and medium enterprises (SME) due to their specifics, are especially studied and 

researched in relation to large enterprises (LSE). SMEs deserve complex, long-term and 

oriented support due to the effect on the flexibility and innovation of the economy, growth of 

employment and exports, reduction of social and regional disparities and acceleration of 

development. Therefore, governments seek to stimulate the establishment and development of 

SMEs through economic policy measures, the activities of specialized agencies, undertaking 

support projects in consulting, information and networking (Vidučić, 2006). Entrepreneurship 

is a driver of economic growth and a generator of employment opportunities in all modern 

economies around the world, while small and medium enterprises are the drivers of modern 
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entrepreneurship. In the conditions of the global economic crisis, the development of individual 

entrepreneurial competence and entrepreneurial culture are the main preconditions for 

successful economic growth and development (Radlović et al., 2020). Small and medium 

enterprises have a significant impact on the European economy: there is talk of large-scale small 

and medium-sized enterprises and their contribution to social and economic coherence in the 

European economy. Small and medium enterprises have more labor-intensive production 

processes than large enterprises and are dominant in the contribution of GDP (Vinšalek Stipić, 

2019). The development of small and medium enterprises leads to a relatively equal distribution 

of income and social stability of society. 

 

3.2. The importance of strategic planning of small and medium enterprises 

Strategy development and implementation are the most important managerial tasks. It is 

necessary for managers to proactively design or develop a strategy for managing a business 

venture. The winning strategy is aligned with the circumstances of the external situation,  the 

internal resource forces and competitive capabilities of the company, builds a competitive 

advantage and improves performance. Strategy development and implementation are 

fundamental managerial functions. Winning or losing a market directly depends on the quality 

of the company’s strategy and the skill with which it is implemented (Thompson at al., 2008).  

A powerful market-leading strategy can bring a company from a weak to a leader position, 

giving it the opportunity to make its products the industry standard. The essence of strategic 

planning in small and medium enterprises is the implementation of the strategy through 

strengthening the long-term competitive position and financial results to achieve high 

profitability. The strategy of small and medium enterprises evolves and changes over time due 

to proactive and purposeful actions by company managers and the necessary reactions to 

unexpected events and new market conditions. Closely related to the concept of strategy is the 

concept of the business model. With the business model of the company, the management 

shows how and why the product offer and competitive approaches will generate revenues and 

have a related cost structure that will provide attractive earnings and return on investment. The 

business model of a company sets out the economic logic for acquiring money in a particular 

activity with respect to the current strategy of the company. 

 

4. PREVIOUS RESEARCH 

There is not a lot of research that studies the impact of strategic planning on business 

performance and therefore it is difficult to make a comparative comparison for conducting 

research. Frigo (2002) studies the financial performance of the company as a prerequisite for a 

successfully set strategy stating that additional measures and strategic management efforts are 

needed to create added value for the company. Kaplan and Norton (2005) define that the key 

factor is the implementation of the plan to achieve the goals, and that it is better to have a weaker 

plan that is well implemented than vice versa – to have a very good plan that is poorly 

implemented. Hrebiniak (2006) states the fact that the strategy implementation process is more 

important than the strategy itself. Hrebiniak points out that poorly set strategic goals can prevent 

the implementation of the strategy, while good implementation of the strategy can overcome 

the shortcomings of a poor strategic plan. Sloan (2006) states that formal planning models 

contain a large number of assumptions that cannot be met in the real world because business 

situations are specific to each other. It can be concluded that traditional approaches to strategy 

development and implementation are in most cases too formal and inefficient to achieve 

company’s profitability. Certo et al. (2020) state that very little is known about the connection 

between strategies and company’s performance due to their heterogeneity. They point out that 

quantile regression is suitable for modeling variables that follow a normal distribution and 

represents an attractive approach for researchers examining business performance. 
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5. METHODOLOGY  

5.1. Goals and hypoteses of the research  

The management of small and medium enterprises is not sufficiently aware of the importance 

of strategic planning, defining strategic goals, mission and vision of the company to achieve 

successful long-term profitability of the company. That is precisely the research problem from 

which, as the subject of the research, the aim of the research arises: to determine to what extent 

strategic planning in small and medium enterprises contributes to their profitable business? 

Furthermore, this research seeks to investigate how much SMEs attach importance to strategic 

planning and adopt long-term strategic plans? The aim of the research is to prove the importance 

of strategic planning as a factor for achieving profitability of small and medium enterprises. 

The basic scientific hypothesis and auxiliary hypotheses derive from the above: 

• H1: Strategic planning significantly contributes to the profitability of small and medium 

enterprises; 

• H1-1: Strategic planning of small and medium enterprises is significantly related to the 

Return On Sales indicator; 

• H1-2: Strategic planning of small and medium enterprises is significantly related to the 

Return On Assets indicator; 

• H1-3: Strategic planning of small and medium enterprises is significantly related to the 

Return On Equity indicator; 

• H1-4: Strategic planning of small and medium enterprises is significantly related to the 

creation of Value Added. 

 

5.2. Research method 

The research described in this paper is based on empirical testing on a sample of 158 

respondents - managers of small and medium enterprises in the Republic of Croatia. Data for 

this survey were obtained from a survey conducted via Google docs, e-mail and telephone 

conducted in October 2020. A weighted average score of answers to questions on the 

implementation of strategic planning was obtained for the independent variable X1 Strateg. 

Dependent variables from the set research hypotheses (ROS, ROA, ROE, VA) were calculated 

from the financial statements of small and medium enterprises as of 12/31/2019. To test the set 

hypotheses, the data were processed in the statistical program SPSS Statistics 17.0. and the 

obtained results are shown in the tables below. The questions from the survey questionnaire 

were of a closed type, such as questions with offered answers to which the respondents 

answered by choosing the offered answers, or questions with offered answers of intensity. 

Questions with offered intensity answers had a Likert scale with five intensities of agreement 

or disagreement, with the intensities being as follows: 1 - I absolutely disagree; 2 - I do not 

agree; 3 - you neither agree nor disagree; 4 - agree; 5 - I absolutely agree. For individual 

questions from the survey questionnaire, scaled answers were offered as follows: 1 - never; 2 - 

rare; 3 - sometimes; 4 - often; 5 - very often. Since the independent variable of the regression 

model (Strateg) was obtained by the weighted average score of the answers to the questions 

obtained from the survey query the Likert scale, we calculated the internal consistent reliability 

of the scale by calculating the Cronbach alpha coefficient, which is shown in Table 1. 

 

 

 

 

 

Table following on the next page 
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Reliability Statistics 

Cronbach's 

Alpha 

Cronbach's 

Alpha Based on 

Standardized 

Items N of Items 

,946 ,947 4 

Table 1: Cronbach’s alpha coefficient for the statements used to obtain the variable Strateg 

 (Source: Author’s own research) 

 

Table 1 shows the calculated Cronbach's alpha coefficient of internal consistency for the 

statements used in the examination of the implementation of strategic planning of small and 

medium enterprises from the observed sample. Its value is 0.946, which indicates a good 

internal consistency of the elements on the scale. 

 

5.3. Research results 

Empirical research was conducted on 158 small and medium enterprises of the Republic of 

Croatia and observed according to the activity they are engaged in, mostly those engaged in 

retail and wholesale 37,34%, followed by financial operations 16,46%, transport 15,19%. 

Companies whose main activity is information technology and telecommunications make up 

11,39%, construction 5,06% and 14,56% from the observed sample, which can be seen in Graph 

1. Companies from the observed sample divided according to the structure of equity are 

domestic majority private ownership 83,54%, domestic majority state ownership 10,76%, 

combined domestic and foreign ownership 3,17% and foreign owned company 2,53%, which 

can be seen in Graph 2. 

 

Chart 1: Company’s activity 

(Source: Author’s own research) 

 

Chart 2: Company’s equity structure 

(Source: Author’s own research) 

Financial business

Retail and wholesale

Information technology and

telecommunications
Construction

Transport

Others

Domestic majority private

property

Domestic majority state property

Combined - domestic and foreign

ownership

Predominantly foreign ownership
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Graph 3 shows that 87,98% of SME managers believe that strategic planning is extremely 

important for the successful long-term operation of the company, 9,49% do not have a clearly 

defined opinion while 2,53% do not agree with the statement, which can be seen in Graph 3.    

 

Chart 3: Attitudes about the importance of strategic planning for SME 

(Source: Author’s own research) 

 

The correlation coefficients between the observed variables (Strateg, ROS, ROA, ROE, VA) 

are shown in Table 2, which shows that there is a significant correlation of the positive sign and 

a statistical significance of 0.01. The variable X1 Strateg shows a significant correlation with 

Return On Sales (0.554), Return On Assets (0.374), Return On Equity (0.376) and with Value 

Added the correlations is positive but small (0.213)  

 
Correlations 

  Strateg ROS ROA ROE VA 

Strateg Pearson Correlation 1 ,554** ,374** ,376** ,213** 

Sig. (2-tailed)  ,000 ,000 ,000 ,007 

N 158 158 158 158 158 

ROS Pearson Correlation ,554** 1 ,656** ,338** ,261** 

Sig. (2-tailed) ,000  ,000 ,000 ,001 

N 158 158 158 158 158 

ROA Pearson Correlation ,374** ,656** 1 ,312** ,130 

Sig. (2-tailed) ,000 ,000  ,000 ,104 

N 158 158 158 158 158 

ROE Pearson Correlation ,376** ,338** ,312** 1 ,128 

Sig. (2-tailed) ,000 ,000 ,000  ,110 

N 158 158 158 158 158 

VA Pearson Correlation ,213** ,261** ,130 ,128 1 

Sig. (2-tailed) ,007 ,001 ,104 ,110  

N 158 158 158 158 158 

**. Correlation is significant at the 0.01 level (2-tailed). 

Table 2: Correlation coefficients of variables 

 (Source: Author’s own research) 
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Graph 1-2: Display scatter diagrams strategic planning and indicators ROS and ROA 

 (Source: Author’s own research) 

 

Graph 3-4: Display scatter diagrams strategic planning and indicators ROE and VA 

 (Source: Author’s own research) 

 

 

Graphs 1-4 show scatter plots for the observed variables from the research sample. From the 

graphs above it can be seen that the correlation, although not large, exists and that the variables 

are positively related to each other. Scatter plots for the observed variables show the results of 

the research from which a positive partial linear correlation is visible. 

 
Coefficientsa 

Model 

Collinearity Statistics 

Tolerance VIF 

1 ROS ,523 1,911 

ROA ,559 1,790 

ROE ,869 1,150 

VA ,927 1,079 

a. Dependent Variable: Strateg 

Table 3: Variance inflation factor (VIF) 

 (Source: Author’s own research) 
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The highest determined correlation between the observed variables is 0.554, which represents 

a good correlation of significance of 0.01 and does not indicate a problem of multicorrelation. 

The elimination of the problem of multicorrelation of variables was confirmed based on the 

calculation of the variance inflation factor (VIF) of the values shown in Table 4. The VIF values 

are 1,902; 1,099; 1.812 and as there is no single view on what is the value of VIF that points to 

the problem of multicorrelation, it is often assumed that it is a value of 2.50 as an acceptable 

level. Given the obtained VIF values for the regression model of the variables included in this 

study, there is no problem of multicorrelation.  

 
Model Summaryb 

Model R 

R 

Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

Change Statistics 

Durbin-Watson 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 ,593a ,351 ,334 1,01470 ,351 20,713 4 153 ,000 1,481 

a. Predictors: (Constant), Strateg 

b. Dependent Variable: VA, ROE, ROA, ROS 

Table 4: Regression model: strategic planning and profitability 

(Source: Author’s own research) 

 

In Table 4. the correlation coefficient (0.593) shows that the correlation between the strategic 

planning of small and medium enterprises and their profitable business is positive and high. 

When we look at the ratio F, we see that the empirical ratio F is significantly higher than the 

theoretical value, which is consistent with the fact that the samples are not from the same 

population but from different activities, so the variability between groups is significantly higher 

than within the group. The result of the treatment effect, resulting in differences between 

groups, with a given significance level of 0.05 and with the number of degrees of freedom 

amounts (.153). Since Durbin-Watson indicates the absence of autocorrelation of relation errors 

and the obtained data confirm the set hypothesis H1, we can talk about how there is a significant 

statistical correlation between strategic planning and the profitability of small and medium 

enterprises. 

 
Model Summaryb 

Model R 

R 

Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

Change Statistics 

Durbin-Watson 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 ,554a ,307 ,302 1,03871 ,307 69,076 1 ,156a ,000 1,434 

a. Predictors: (Constant), Strateg 

b. Dependent Variable: ROS 

Table 5: Regression model: strategic planning and indicator ROS 

(Source: Author’s own research) 

 

From the correlation coefficient R (0.554) we can see that there is a positive significant 

correlation between the variables. The coefficient of determination R2 shows good 

representativeness of the model. Regarding the F ratio, we can see that the empirical F ratio is 

higher than the theoretical value (0.000), with a given significance level of 0.05 and with the 

number of degrees of freedom (1.156) the data obtained confirm hypothesis H1-2, there is a 

significant statistical correlation between strategic planning and indicators Return On Sales  

(ROS). Durbin-Watson indicates the absence of autocorrelation of relation errors. 
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Model Summaryb 

Model R 

R 

Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

Change Statistics 

Durbin-Watson 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 ,374a ,140 ,134 1,15708 ,140 25,378 1 156 ,000 1,365 

a. Predictors: (Constant), Strateg 

b. Dependent Variable: ROA 

Table 6: Regression model: strategic planning and indicator ROA 

(Source: Author’s own research) 

 
Model Summaryb 

Model R 

R 

Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

Change Statistics 

Durbin-Watson 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 ,376a ,142 ,136 1,15602 ,142 25,713 1 156 ,000 1,432 

a. Predictors: (Constant), Strateg 

b. Dependent Variable: ROE 

Table 7: Regression model: strategic planning and indicator ROS 

(Source: Author’s own research) 

 

From the correlation coefficient R (0.374) for ROA and R (0.376) for indicator ROE, from the 

table 6 and 7, we can see that there is a positive correlation between the variables and it is not 

insignificant. The coefficient of determination R2 shows good representativeness of the model. 

Regarding the F ratio, we can see that the empirical F ratio is higher than the theoretical value 

(0.000), with a given significance level of 0.05 and with the number of degrees of freedom 

(1.156) the data obtained confirm hypothesis H1-3 and H1-4. We conclude that there is a 

positive correlation, although small is not insignificant, between strategic planning in SMEs 

and profitability indicators ROA and ROE. Durbin-Watson indicates the absence of 

autocorrelation of relation errors. 

 
Model Summaryb 

Model R 

R 

Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

Change Statistics 

Durbin-Watson 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 ,213a ,046 ,039 1,21892 ,046 7,443 1 156 ,007 1,348 

a. Predictors: (Constant), Strateg 

b. Dependent Variable: VA 

Table 8: Regression model: strategic planning and indicator ROS 

(Source: Author’s own research) 

 

From the correlation coefficient R (0.213) we can see that there is a positive correlation between 

the variables and it is not insignificant. The coefficient of determination R2 shows good 

representativeness of the model. Regarding the F ratio, we can see that the empirical F ratio is 

higher than the theoretical value, with a given significance level of 0.05 and with the number 

of degrees of freedom (1.156) the data obtained confirm hypothesis H1-5, ie strategic planning 

in small and medium enterprises is positive but not significantly related to the creation of value 

added. Durbin-Watson indicates the absence of autocorrelation of relation errors. 
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6. CONCLUSION   

Small and medium enterprises have a significant contribution to the development of the national 

economy and their share in total GDP is significant. They have an increasing share in the 

number of employees and exports, ie the progress of the national economy, which leads to the 

emergence of interest in research of small and medium enterprises. Therefore, there is a need 

to conduct research on the impact of strategic planning of small and medium enterprises on 

their profitability. The implementation of empirical research on the connection between 

strategic planning and the profitability of small and medium enterprises confirmed the set 

research hypotheses. There was a significant correlation between strategic planning in small 

and medium enterprises and their profitability (0.593), while the correlation with ROS, ROA 

and ROE indicators is somewhat smaller. It is small but not insignificant connection of strategic 

planning of small and medium enterprises with the creation of value added because small and 

medium enterprises, although profitable, do not realize the added value of enterprises. 

Organization focused on strategy has greater opportunities for a better end result. The quality 

of managerial strategy creation has a positive effect on revenue growth, earnings and return on 

investment. A company's strategy is a necessary business plan that managers use to grow their 

business, gain a market position, attract customers, compete successfully, run a business and 

achieve organizational goals. 
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