INTERNATIONAL JOURNAL OF ENTREPRENEURIAL KNOWLEDGE
Issue 2, volume 8, ISSN 2336-2960 (Online)
www.ijek.org

THE PERCEPTION OF LEGAL RISK AND ITS IMPACT ON THE
BUSINESS OF SMES
Zuzana Virglerová

Tomas Bata University in Zlín, Faculty of Management and Economics, Zlín, Czech Republic
Email: virglerova@utb.cz

Francesca Conte

University of Salerno, Department of Political and Communication Sciences, Fisciano, Italy
Email: fconte@unisa.it

John Amoah

Tomas Bata University in Zlín, Faculty of Management and Economics, Zlín, Czech Republic
Email: amoah@utb.cz

Maria Rita Massaro

University of Westminster, School of Management and Marketing, London, UK
Email: r.massaro@westminster.ac.uk
Received: 15 October 2020. Revision received: 28 November 2020. Accepted: 14 December 2020

ABSTRACT

One of the prerequisites for a favourable business environment is a stable legislative context and law enforcement. In
particular, for SMEs, that do not have the financial resources for stable legal assistance, legal risk is becoming one of the most
important business risks. This paper aims to enrich the current scientific knowledge compared to the impact of legal risk on
SMEs in selected countries. Tomas Bata University conducted empirical research in Zlín during 2019-2020. In total, 1935
SMEs completed the questionnaire, and their responses were examined to fulfill the paper's purpose. The four statistical
hypotheses were analysed through statistical methods such as Z-score and Chi-square tests, with IBM SPSS Statistics 23.0
used for data evaluation. Findings highlight that more than 50% of SMEs consider the management of legal risk as appropriate.
Only 39% of SMEs consider the business environment as over-regulated. Almost 50% of entrepreneurs agree that their
business is affected by frequent legislative changes but with no negative impact. There are statistically significant differences
in consideration of legal risk between SMEs from the Czech Republic and the rest of the selected countries (Slovakia, Poland,
Hungary, and Ukraine). This paper's practical implication would help SMEs in V4 Countries, Ukraine, and other SME players
to fully understand legal risk and allow them to create appropriate policies that will ensure fewer negative impacts of risks.
KEYWORDS: Entrepreneurship, small and medium enterprises, business risk, legal risk
JEL CLASSIFICATION: K22, L26, M21
Reference: Virglerova, Z., Conte, F., Amoah, J., & Massaro, M. R. (2020). The Perception of Legal Risk and Its Impact on
the Business of SMEs. International Journal of Entrepreneurial Knowledge, 8(2), 1-13. doi: 10.37335/ijek.v8i2.115

INTRODUCTION
Small and medium enterprises (SMEs) have become a fundamental source of positive business
development in both developed and developing countries, including the Visegrad Group (V4 Countries;
Poland, Czechia, Slovakia and Hungary) and Ukraine (Pasnicu, 2018). SMEs operate in a complex
environment without the benefits of adequate capital and extensive human resources of the largest
organizations (Watkins, 2012). Thus, due to their smaller set of both financial and non-financial
resources, SMEs are relatively more vulnerable to business risks compared to larger enterprises (Falkner
& Hiebl, 2015). In the context of the business risks that the company may incur, legal risk is defined
extensively as the result of damages or losses suffered to a particular business or firm due to its negligence
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in compliance with laws related to a particular business in nature. It is mostly encountered at the either
early or final stage of the business proceedings (Kwaku Amoah, 2018; Wang et al., 2016; Cook & Nixson,
2000; Ghenţa & Matei, 2018; Ruchkina et al., 2017). However, SMEs are exposed to four types of risk
namely operational, financial, strategic, and hazardous or pure risk (Belas et al., 2019; Cepel et al, 2019).
The literature highlighted that ability to handle legal risk allows firms to better achieve their goals which
ensures long term viability (Ferreira de Araújo Lima et al., 2020). SMEs are therefore admonished to
embrace legal risk in their strategic plans.
SMEs in recent times have experienced uncertainty in businesses leading to exposure to factors such as
legal risk. Although SMEs in V4 Countries and Ukraine are well noted for their positive economic
contributions (which are well documented in the literature and European journals, e.g. Mura &
Ključnikov, 2018; Antoniuk et al., 2018), they are intermittently faced with legal risk from the growing
global marketplace and the impact of customers' demands. Limited research has been conducted in this
area which is a driver for this current study to be conducted. In this paper, we will compare the impacts
of legal risk on the SMEs in the selected countries. The differences between the Czech Republic and
other countries (Hungary, Poland, Slovakia, Ukraine) are analysed. These countries are noted for
similarities in history, economic development, and political ideologies. The practical implication of this
paper would help SMEs in V4 Countries, Ukraine, and other SME players to fully understand legal risk
and will allow them to create appropriate policies that will ensure less negative impacts on them. Likewise,
from a theoretical point of view, the paper contributes to fill the existing gap and enriches the current
knowledges about risk management. The research question which will fulfil the aim of the paper is as
follows: What are the similarities and differences in perception of legal risk between entrepreneurs from
Czech SMEs and entrepreneurs from other selected countries?
The paper is organized as follows; section one introduces the paper, followed by section two which
reveals the key literature reviewed. The other sections contain the methodology and sources of data for
the empirical analysis of legal risk and SMEs in V4 countries and Ukraine, results, discussions and
conclusions.
1
1.1

LITERATURE REVIEW
Legal Environmental and Business of SMEs

Legal risk is an essential factor that small and medium enterprises (SMEs) cannot ignore in doing business
in postmodern times. When the legal risk is appropriately adhered to, SMEs easily achieve good financial
performances and avoid additional costs, such as fines and punitive damages, that eventually reduce the
profitability and also jeopardize the firm (Deligonul, 2020; Bagley, 2008). Reverte (2015) established that
SMEs can enjoy sustainability in business when legal risks are embraced by them and create a sound
environment for business or operations. Shanmugam (2010) states that risk is an integral element of
negative exposure in business operations or transactions. Moreover, Pereira et al. (2015) also established
a linkage between legal risk and SMEs in V4 Countries and Ukraine since their involvement in the markets
is always in abundance. Inherently, SMEs in V4 Countries and Ukraine are exposed to legal risk since
they are key players on the market, hence direct business effect can be seen when failure of legal risk is
assumed. The adoption of legal risk by SMEs in the Czech Republic and V4 Countries facilitates the
process of using loans and other credit facilities from both financial institutions and European
communities hence creating the healthy business environment (Gwizdała, 2017; Bondareva &
Zatrochová, 2014). However, Zhao and Zeng, (2014) describe risk as a circumstance resulting in
unwanted or negative performance which eventually affects the firm.
1.2

Effect of Legal Risk/Legislative Changes
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Frequent changes in the business environment usually affect SMEs depending on how SMEs embrace
them (Dvorský et al., 2020; Karpak & Topçu, 2010). Also, Zhao & Zeng, (2014) reveal that when legal
risk in not appropriately managed, SMEs in V4 Countries and Ukraine would experience negative
reportage in their businesses. SMEs in the V4 Countries and Ukraine have always been exposed to
constant demands of new products and services, hence the legal risk for SMEs in these countries is
relevant (Faisal & Singh, 2019). Similarly, Ruchkina et al. (2017) reveal that frequent legislative changes
by government fiscal policy and other legal institutions relating to SME operations foster its growth and
development. Also, SMEs in the Czech Republic and other V4 Countries are usually confronted with
legislative changes but subsequently complied with the law requirements (Wysokinska, 2017). Ironically,
such legislative changes are often initiated to balance the interest of both regulators and SMEs. These
changes can include capital requirements, environment monitoring, and control, tax and audit
compliance, etc.
Pasnicu (2018) in a study about supporting SMEs in creating jobs brought to light that SMEs are often
faced with legislative changes from government and other controlling bodies in the Czech Republic and
V4 Countries, not in a negative way, but for their growth and development. This is based on their
numerous contributions to the economic development of their operations and to promote
entrepreneurship, better regulation, access to finance and access to markets, and internationalization. An
investigation made by Grau and Reig (2020) stated that although SMEs experience changes in legislation,
they can still cope with such policies which then strengthens them for further operations. In examining
this, SMEs ensure that such changes do not harm their sustainability in terms of its profitability,
operations, and investments.
1.3

Business Environment

The business environment is always considered to be a key factor in SME's growth and development
concerning legal risk. The business environment connotes the external forces, factors, and institutions
that are beyond the control of the business and usually affect the functionality of a business enterprise.
Such factors include customers, competitors, suppliers, government (legal, social, political), and
technological factors. According to Virglerova et al. (2016), the conditions of the business environment
play a vital role in the SME framework. Their study revealed that the Czech Republic legal framework is
seen to be favourable for SME's smooth running with 62.49% of participants agreeing that the legal risk
framework favours the SME's role. Furthermore, Bondareva and Zatrochová (2014) also conclude that
the smooth operations of the legal risk framework in the business environment provide a stable and
successful market for SMEs to leverage on for its development. The business environment is not overregulated by legal risk. This makes it possible for SMEs in the Czech Republic and V4 Countries to fully
assume economic growth and internalization and hence increase the competitiveness of SME's products
on international markets. The legal risk framework has also provided an increase in the productivity of
SMEs in the Czech Republic and V4 Countries (Kotaskova & Rozsa, 2018). Thus, over-regulations of
the legal risk of SMEs do not affect the business environment in the Czech Republic and V4 Countries
but rather help SMEs for better expansions. Kim & Vonortas (2014) suggest that SMEs usually find
business environment not to be over-regulated in terms of legal risk but rather attached much significance
to it since such risk inherently supports the sustainability of their operations.
1.4

Importance of Legal Risk

SMEs usually operate in a very competitive market that requires much adherence to legal risk.
Understanding or attaching importance to legal risk helps SMEs in doing business and also prevents
firms from collapse (Petković et al., (2016). The link between legal risk and entrepreneurship of SMEs
has been investigated but a significant research gap remains when considering the relationship between
3
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them. Similarly, understanding the essentials of doing business in a legal risk context helps SMEs in the
Czech Republic and V4 Countries to adequately develop an interest for innovations, increase firms
performance, and shapes the organizational structures of SMEs (Martinez-Conesa et al., 2017; PalaciosMarqués et al., 2015). In extensive research by Bàcsi & Herczeg (2014), findings reveal that understanding
the legal risk procedures usually sustains SMEs in the Czech Republic and V4 Countries to significantly
create more socio-economic development in the countries involved. The study also states that legal risk
strengthens the administrative environment which enhances the activity of the SMEs. However, SMEs
in the Czech Republic and V4 Countries exist in a competitive market (with respect to products and
services) which calls for strict adherence to legal risk (Ferreira de Araújo Lima et al., 2020). Understanding
such a legal aspect always offers a monumental challenge to SMEs found in these countries. The key role
of SMEs in V4 countries presupposes that effective risk management is an essential aspect for
sustainability of economic growth.
2

METHODOLOGY AND DATA SOURCE

The aim of this paper is to compare the impact of legal risk on the SMEs in the selected countries. The
differences between Czech Republic and other countries (Hungary, Poland, Slovakia, Ukraine) are
analysed. In order to achieve the purpose of the study, we exploited an exploratory approach through a
structured questionnaire. An exploratory research design, including a survey, is a common approach in
social and economic sciences (Sarantakos, 2005).
Empirical research was conducted from September 2019 to April 2020 and the unit of analysis includes
SMEs belonging to the V4 countries, Czech Republic (CR), Slovak Republic (SR), Poland (PL), Hungary
(H) and Ukraine(UA). We randomly selected 8,250 SMEs in CR, 10,100 SMEs in SR, 7,680 SMEs in PL,
8,750 SMEs in H and more than 5,500 SMEs in UA. The average rate of return of the questionnaires
was as follows: CR - 3.6%; SR - 5.5%, PL - 4.7%, H - 4.6% and UA - 6.4%.
The research was carried out by the Faculty of Management and Economics of the Tomas Bata University
in Zlin in cooperation with the University of Business and Law in Prague; Faculty of Economics and
Business of the Pan-European University in Bratislava and the Faculty of Socio-Economic Relations, the
Alexander Dubcek University in Trencin.
A total of 1935 firms responded to the survey. They are subdivided considering the nationality: 454
respondents from the Czech Republic, 368 respondents from the Slovak Republic, 364 respondents from
Poland, 399 respondents from Hungary and 350 respondents from Ukraine.
In the Czech Republic, the structure of SMEs was as follows: 107 (23.6%) small enterprise (from 10 to
49 employees), 290 (63.9%) micro-enterprise (up to 9 employees), 57 (12.5%) medium-sized enterprise
(from 50 to 249 employees). In Slovakia: 106 (28.8%) small enterprise, 216 (58.7%) micro enterprise, 46
(12.5%) medium enterprise. In Poland: 85 (23.3%) small enterprise, 202 (55.5%) micro enterprise, 77
(21.2%) medium enterprise. In Hungary: 268 (67.2%) micro-enterprise, 131 (32.8%) medium-sized
enterprise. In Ukraine: 105 (30.0%) small enterprise, 163 (46.6%), 82 (23.4%) medium-sized enterprise.
In the paper, the following statements are analysed:
ST1: I consider the legal risk-appropriate and it does not harm our (my) business.
ST2: Business is affected by frequent legislative changes, but it has no negative impact on our
(my) business.
ST3: I do not consider the business environment to be 'over-regulated'.
ST4: I understand the essential legal aspects of doing business.
4
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Respondents could choose one of five options to answer: strongly agree, agree, neither agree nor disagree,
disagree or strongly disagree.
The following hypotheses were created to fulfil the aim of the paper:
H1: There are statistically significant differences in perception of legal risk between
entrepreneurs from Czech SMEs and entrepreneurs from other countries.
H2: There are statistically significant differences in perception of legislative changes and their
impact on SMEs between Czech entrepreneurs and entrepreneurs from other countries.
H3: There are statistically significant differences in perception of the quantity of regulation
between Czech entrepreneurs and entrepreneurs from other countries.
H4: There are statistically significant differences in understanding of the essential legal aspects
of doing business between Czech entrepreneurs and entrepreneurs from other countries.
Statistical methods such as Pearson's Chi-square test and Z-score were applied to evaluate the formulated
statistical hypotheses. Testing of statistical hypotheses was performed using the following consecutive
steps: a) formulation of null statistical hypotheses, b) selection of the test criterion (hereinafter TC), c)
calculation of TC, d) determination of the critical area of testing, e) decision to reject null statistical
hypotheses, f) interpretation of achieved results.
Statistical methods of Pearson's Chi-square test and Z-score at the significance limit of 0.05 were applied
to determine statistically significant differences between selected groups of respondents according to
selected criteria. These methods are mainly used to detect statistical differences between two or more
sample groups in several areas of the economy. All necessary calculations were performed using statistical
software SPSS Statistics v23 and MS Excel.
3

RESULTS AND DISCUSSION

The research results are shown in the following tables.
The agreement with ST1 claims ranges from 34.06% (Poland: lowest agreement rate) to 81.43% (Ukraine:
highest agreement rate). The average rate of agreement with ST1 was 51.37%. This result corresponds to
statements made by Deligonul (2020). He confirms that the appropriate management of legal risk brings
efficiency to the whole system. Firms that manage the legal risk correctly do not need to pay the penalty,
and the business is more sustainable. Moreover, if the organization properly complies with legislative
regulations, it is considered by the stakeholders with whom it relates' as a reliable and credible company.
This has a positive impact on the perception of public opinion and, consequently, improves the
reputational capital of the organization. In this perspective, SMEs benefit from an intangible asset that is
fundamental for achieving competitive advantage and competing in a complex business environment
(Abimbola & Vallaster, 2007).
Based on the use of the Chi-square method, we found that the responses of Czech entrepreneurs differ
from the attitudes of Slovak, Polish, Hungarian and Ukrainian entrepreneurs (p-value = 0.0018/<0.0001
/<0.0001/<0.0001).
The Z-score test values confirmed that there are statistically significant differences in the positive
attitudes of SMEs between Czech entrepreneurs and entrepreneurs from Slovakia, Poland, Hungary and
Ukraine (p-value = 0.0076/0.0003/0.0011/<0.0001). Czech entrepreneurs significantly agree with the
statement of ST1 more than entrepreneurs from SR and PL. On the contrary, they agree significantly less
with the ST1 than entrepreneurs from HU and UA.
5

INTERNATIONAL JOURNAL OF ENTREPRENEURIAL KNOWLEDGE
Issue 2, volume 8, ISSN 2336-2960 (Online)
www.ijek.org

Table 1

Perception of the intensity of legal risk

STATEMENTS
ST1: I consider the
legal riskappropriate and it
does not harm our
(my) business

COUNTRIES
Czech
Republic
(CR)
454

Slovak
republic
(SR)
368

Poland
(PL)
364

Hungary
(HU)
399

Ukraine
(UA)
350

Z-score/
p-value
CR/SR
CR/PL
CR/HU
CR/UA
1. Strongly agree
45
31
39
68
165
2,6683 /
0.0076
2. Agree
166
106
85
162
120
3.587 /
0.0003
1+2 total %, count 46.47/211 37.23 / 137 34.06 / 124 57.64 / 230 81.43 / 285 -3.2569 /
0.0011
3. Neither agree
131
104
88
114
38
-10.107/
nor disagree
p<0.0001
4. Disagree
71
99
92
45
21
5. Strongly disagree
41
28
60
10
6
Chi-square:
CR/SR
CR/PL
CR/HU
CR/UA
p- value
17.1678 / 31.7731 /
27.1471 / 169.7732 /
0.0018
p<0.0001
p<0.0001
p<0.0001
(Source: own data collection)
The agreement rate with the ST2 ranges from 34.24% (Slovak Republic: lowest agreement rate) to 77.14%
(Ukraine: highest agreement rate). The average rate of agreement with the ST2 statement was 45.56%.
This result does not confirm the previous research made by Bondareva & Zatrochová (2014). They
conclude that the smooth operations of the legal risk framework in the business environment provides a
stable and successful place for SME. The lowest agreement rate in case of Slovak Republic supports the
same results as a research made by Belas et al. (2020). They found out that there is a higher skepticism
among Slovak entrepreneurs in comparison with Czech ones.
Based on the Chi-square method, we found that the responses of Czech entrepreneurs differ from the
attitudes of Slovak, Hungarian and Ukrainian entrepreneurs (p-value = 0.0083 / <0.0001 / <0.0001). On
the contrary, the structure of the answers of Czech and Polish entrepreneurs is comparable (p-value =
0.291).
The test values of the Z-score confirmed that there are statistically significant differences in the positive
attitudes of SMEs between Czech entrepreneurs and entrepreneurs from Ukraine (p-value = <0.0001).
Czech entrepreneurs agree significantly less with ST2 than entrepreneurs from UA. In this regard, it is
possible to suppose that the greater perception and agreement regarding the influence of frequent
legislative changes on business could derive from different conditions of SMEs in Ukraine compared to
those in other countries. Indeed, they are characterized by insufficient performance, short-term
investment orientation in trade, a high level of informal economy and variable regulatory legislations
(Shutyak & Van Caillie, 2015). In this context, changes in laws define a new legislative base of this country
that supports the small business to tackle crises and develop conditions for effective market reforms in
Ukraine.
6
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Table 2

Perception of legislative changes and their impact on entrepreneurship

STATEMENTS
ST2: Business is
affected
by
frequent
legislative
changes, but it
has no negative
impact on our
(my) business
1. Strongly agree

COUNTRIES
Czech
Republic
(CR)
454

Slovak
Republic
(SR)
368

Poland
(PL)
364

Hungary
(HU)
399

Ukraine
(UA)
350

64

44

44

36

153

Z-score/
p-value
CR/SR
CR/PL
CR/HU
CR/UA

1.6589 /
0.0969
2. Agree
117
82
86
127
117
1.2162 /
0.2225
1+2 total %, 39.87/181 34.24 / 126 35.71 / 130 40.85 / 163 77.14 / 270 -0.2924 /
count
0.7718
3. Neither agree 123
94
87
133
46
-10.559 /
nor disagree
p<0.0001
4. Disagree
76
100
71
88
24
5.
Strongly 74
48
76
15
10
disagree
Chi-square:
CR/SR
CR/PL
CR/HU
CR/UA
p- value
13.7012
4.9637 / 45.2728 / 136.2135 /
0.0083
0.2910
p<0.0001
p<0.0001
(Source: own data collection)
Table 3

Perception of the quantity of legislative norms

STATEMENTS

COUNTRIES

ST3: I do not
consider
the
business
environment to be
'over-regulated'

Czech
Republic
(CR)
454

Slovak
Republic
(SR)
368

Poland
(PL)
364

1. Strongly agree

50

33

31

2. Agree

69

66

57

1+2 total %, 26.21/119 26.90 / 99
count
3. Neither agree 106
96
nor disagree
4. Disagree
121
106

24.18 / 88
113
92

Hungary
(HU)
399

Ukraine
(UA)
350

Z-score/
p-value
CR/SR
CR/PL
CR/HU
CR/UA
28
151
-0.2231 /
0.8259
133
126
0.6655 /
0.5029
40.35 / 161 79.14 / 277 -4.388 /
p<0.0001
119
44
-14.8842/
p<0.0001
90
18
7
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5.
Strongly 108
67
disagree
Chi-square:
CR/SR
CR/PL
p- value
5.7054 / 7.6097
0.2223
0.1069

71

29

11

CR/HU
CR/UA
/ 74.1045 / 238.9763 /
p<0.0001
p<0.0001

(Source: own data collection)
The agreement rate with the ST3 statement ranges from 24.18% (Poland: lowest agreement rate) to
79.14% (Ukraine: highest agreement rate). The average rate of agreement with ST3 was 39.36%. This
result is different from the statement of Kim & Vonortas (2014). They concluded that SMEs usually find
business environment not to be over-regulated in terms of a legal risk.
Based on the use of the Chi-square method, we found that the responses of Czech entrepreneurs differ
from the attitudes of Hungarian and Ukrainian entrepreneurs (p-value <0.0001 / <0.0001). On the
contrary, the structure of responses between Czech and Slovak, and Czech and Polish entrepreneurs was
comparable (p-value = 0.2223 / 0.1069).

STATEMENTS

Table 4 Understanding the legal aspects of business
COUNTRIES

ST4:
I Czech
understand the Republic
essential
legal (CR)
aspects of doing 454
business.

Slovak
Republic
(SR)
368

Poland
(PL)
364

Hungary
(HU)
399

Ukraine
(UA)
350

1. Strongly agree

107

144

79

147

168

Z-score/
p-value
CR/SR
CR/PL
CR/HU
CR/UA

-1.7957
0.0719
2. Agree
195
205
150
221
139
-0.2907
0.7718
1+2 total %, 79.95/363 84.78 / 312 80.77 / 294 75.19 / 300 81.71 / 286 1.6699
count
0.0949
3. Neither agree 77
53
37
80
39
-0.6266
nor disagree
0.5287
4. Disagree
10
2
20
15
15
5.
Strongly 4
1
13
4
10
disagree
Chi-square:
CR/SR
CR/PL
CR/HU
CR/UA
p- value
16.5284 / 20.1911 / 31.3351 / 13.5835 /
0.0024
0.0005
p<0.0001
0.0087
(Source: own data collection)

/
/
/
/

The test values of the Z-score confirmed that there are statistically significant differences in the positive
attitudes of SMEs between Czech entrepreneurs and entrepreneurs from Hungary and Ukraine (p-value
<0.0001 / <0.0001). Czech entrepreneurs significantly agree with ST3 than entrepreneurs from HU and
UA. A possible reason for the perception by managers of Czech Republic, which emphasize a greater
quantity of legislative norms, could be connected to the role of the state which was predominantly
dominant in all economic activities where integration of small and medium-sized enterprises led to the
creation of large state-owned enterprises, completely liquidating any private sector (Makhija, 2003).
8
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Dobeš et al. (2017) confirms the similar results in case of SMEs in the Czech Republic. They found out
that 78% of the addressed SMEs consider the business environment in the Czech Republic as overregulated.
The agreement rate with the ST4 statement ranges from 75.19% (Hungary: lowest agreement rate) to
81.14% (Slovak Republic: highest agreement rate). The average rate of agreement with ST4 was 80.48%.
In this perspective, the awareness and the knowledge of the essential legal aspects of doing business is a
key factor in ensuring the survival of small businesses. Petkovic et al. (2016) discovered that complicated
legal procedures not acquired by management is one of the main obstacles to successful development of
enterprises.
Thus, companies that perceive legal key factors and try to comply with the law are aware of the possible
reputational risk that their business may incur if illegal conduct is adopted (Rayner, 2003). These
companies, therefore, operate in harmony with the context and with the stakeholders, in order to obtain
social legitimacy (Palazzo & Scherer, 2006). Furthermore, not breaking the laws can be an element that
forces companies to be in line with international standards relating to, for example, product performance,
compliance with environmental standards and proper management of the working environment. In this
sense, the regulatory pressure can be considered as a driver for the competitive growth of SMEs.
Based on the Chi-square method, we found that the responses of Czech entrepreneurs differ from the
attitudes of Slovak, Polish, Hungarian and Ukrainian entrepreneurs (p-value = 0.0024 / 0.0005 / <0.0001
/ 0.0087).
Table 5
HYPOTHESIS
H1

H2

H3

H4

Evaluation of hypotheses

RESULT
There are statistically significant differences in Confirmed
perception of legal risk between entrepreneurs
from Czech SMEs and entrepreneurs from other
countries.
There are statistically significant differences in Rejected
perception of legislative changes and their impact
on SMEs between Czech entrepreneurs and
entrepreneurs from other countries.
There are statistically significant differences in Rejected
perception of the quantity of regulation between
Czech entrepreneurs and entrepreneurs from
other countries.
There are statistically significant differences in Confirmed
understanding of the essential legal aspects of
doing business between Czech entrepreneurs and
entrepreneurs from other countries.
(Source: own data collection)

The test values of the Z-score confirmed that there are no statistically significant differences in the
positive attitudes of SMEs between Czech entrepreneurs and entrepreneurs from Slovakia, Poland,
Hungary and Ukraine (p-value = 0.0719/ 0.7718/0.0949/0.5287).
Table 5 shows the summary of evaluation of hypotheses set to fulfil the aim of the paper.
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CONCLUSIONS
The aim of the paper was to enrich the current scientific knowledges with a comparison of impacts of
legal risk on the SMEs in selected countries. The empirical research was conducted in V4 countries and
Ukraine. The results showed that there are statistically significant differences in consideration of legal risk
in the case of SMEs in the selected countries.
The first hypothesis analysed differences in perception of legal risk. It was found that more than 50% of
SMEs consider the risk management of legal risk as appropriate and do not think that it harms their
business. In Poland, approval of the statement is the lowest from all the selected countries (31.46%). On
the contrary, 83% of the Ukrainian companies think that they manage the legal risk appropriately and it
has no threat to their business. The structure of Czech responses is different from Slovak, Polish,
Hungarian and Ukrainian responses. Czech entrepreneurs agree with this statement much more than
entrepreneurs from Slovakia and Poland and much less than entrepreneurs from Hungary and Ukraine.
According the second hypothesis, we can conclude that 34% of SMEs from Slovakia think that their
business is affected by frequent legislative changes, but there is no negative impact on their business. It
is the lowest percentage of consent from all countries. The highest rate of consent was noticed in the
case of Ukrainian SMEs (77%). There are differences in responses in Czech SMEs in comparison with
Slovak, Hungarian and Ukrainian SMEs. The Polish responses are comparable with Czech opinions.
The third hypothesis analysed a consideration of over-regulation of the business environment. It can be
concluded that 39% of SMEs do not consider the business environment as over-regulated. The lowest
rate of consent was noticed in the case of SMEs from Poland (24.18%) with the highest in the case of
Ukraine (79.14%). There are differences in responses in Czech SMEs in comparison with Slovak,
Hungarian and Ukrainian SMEs. The responses of SMEs from Poland are comparable with the opinions
amongst Czech SMEs.
According to the fourth hypothesis, it can be stated that 80% of SMEs understand the essential legal
aspects of doing business. The structure of Czech responses is different from Slovak, Polish, Hungarian
and Ukrainian responses.
The results can be interesting for the government of each state for improving the business environment.
The attention of academics and potential readers from the SME segment around the world can be
attracted by these results. Moreover, findings can provide useful information to the Chief Financial
Officers (CFOs) of SMEs analysed on how to improve the management of legal risk within firms. In this
regard, it must be pointed out that organizations need to appropriately adopt an integrated approach to
risk management (Hudáková & Dvorský, 2018) which refers to the correct and systematic management
of all business risks, such as operational risk, financial risk, security and fraud risk, market risk,
reputational risk, etc. and it can help to extend SMEs' internationalization and competitiveness.
However, this study has some limitations. Firstly, the research analyses SMEs in the Visegrad Group and
Ukraine. Therefore, the results cannot be generalized. Secondly, we cannot be sure that the questionnaire
was filled out by responsible employees. Finally, there can be some misunderstanding in the questionnaire
due to the translation from English to different languages. The future research should evaluate the
consistency and reliability of risk management in the case of legal risk and other business risks as well.
Moreover, this study can be viewed as a starting point for future research on a larger sample that includes
other world countries which do not have a comparable business environment. Future cross-company
comparisons could highlight greater insights into this field of study.
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