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Abstract  

The main focus in this paper is the importance of Management Control Systems 

(MCS) in Small and Medium Enterprises (SMEs). The research is based on 

empirical literature by collecting and interpreting researchers finding on the 

important role that play MCS in SMEs. A greater control systems implementation 

can create/added a value and influencing stakeholders to practice concrete actions 

to reduce costs derived from the exploitation in SMEs. 
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1. INTRODUCTION  

MCS is the fundamental major in any business activities therefore, several 

study are shown that in SME entrepreneurship development is a viable means of 

promoting self reliance in economic development as well as accelerating the pace 

of industrial and technological progress through the promotion of small and 

medium enterprises and encouraging entrepreneurial spirit and skills in these 

business ventures (Dekeng, 2014). SMEs development has generally been 

discussed from the perspective of poverty, under employment, diversification in 

economy, rural/urban imbalance, regional dispersion of industrial growth and long 

term contribution which entrepreneurship in small and medium enterprises can 

make in resolving and eliminating some of these problems (Sule, 1996; Nnamma, 

2001; Essien, 2001). In recent years research in MCS confirmed that there has been 

a growing interest in the relationship with MCS in SMEs. Some authors suggested 

that MCS should be tailored explicitly to support the strategy of the SME which 

can lead business to competitive advantage and superior performance (Dent, 1990; 

Samson et al., 1991; Simons, 1987a, 1990). Also, there is evidence that greater 

SME organizational performance may result from a matching with its external 

organization’s strategy and internal structures and systems (Govindarajan & Gupta, 

1985; Govindarajan, 1988. Today, there is evidence that SMEs are on the pressure 

to ensusre the effective internal control as a part of the Corporate Governance 

initiatives (Wiliam and David B, 2004). 

The world bank, International accounting standards, the globalization of 

economy, the complexity of business and allegations of fraudulent financial 

reporting, all have recently sharpened the ever-increasing attention on SMEs 

internal controls and internal auditing. Simultaneously, the capital markets have 
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seen many new financial instruments and players being introduced, making the 

transactions and operations more complex. In this context, SME internal control is 

to be carried out on the basis of standing laws and regulations, which generally 

include also the policies and decrees of state as well as rules and by-laws of 

enterprise. Within this framework of extremely fluid SMEs business environment 

and the used and importance of MCS, the purpose of this paper is to highlight the 

importance of a well organized MCS SMEs for ensuring the well being of SMEs 

operations, the safe and soundness of a saving and credit institution’s activity, and 

by this the stability of the banking system as a whole. According to up-to-date 

theoretical and empirical literature, the results point out that all components of 

internal audit is vital in the effectiveness of internal control and consequently in 

the business survival and success.(Karagiorgos et al,: 2009). 

2. SMALL AND MEDIUM ENTERPRISES (SMEs) OWNERSHIP AND 

SOURCE OF FINANCE  

The definition of Small and Medium Enterprises varies according to the 

author or to the country or the economy organization by the size of their employees, 

turnover/total balance sheet and ownership. Basing on ownership, nowadays in 

European Union economy, SMEs to remain driving the innovation and competitive 

in the market are operating as multinational corporate while in developing countries 

SMEs still on empirical definition field where SMEs partner are often single 

ownership or family ownership which sometimes with these limitation make SMEs 

in developing countries facing some challenges for financial resources finding and 

not trustworthy by its stakeholders.  

Many European investors put their interest to invest in SMEs because of its 

limited to a certain size where it is easier to get an overview over it, it is easier to 

manage and more flexible. The word bank (43) in recent years comes up to help 

Small and Medium Enterprises (SMEs) which play a major role of economy 

development in most nations, particularly in developing countries. According to 

word bank publication, Formal SMEs contribute up to 45 percent of total 

employment and up to 33 percent of national income (GDP) in emerging 

economies. These numbers are significantly higher when informal SMEs are 

included.  According to estimates, 600 million jobs will be needed in the next 15 

years to absorb the growing global workforce, mainly in Asia and Sub-Saharan 

Africa. In emerging markets, most formal jobs are with SMEs, which also create 4 

out of 5 new positions. However, access to finance is a key constraint to SME 

growth; without it, many SMEs languish and stagnate.  

SMEs are less likely to be able to secure bank loans than large firms; instead, 

they rely on internal or “personal” funds to launch and initially run their enterprises. 

Fifty percent of formal SMEs don’t have access to formal credit. The financing gap 

is even larger when micro and informal enterprises are taken into account.  Overall, 

approximately 70 percent of all MSMEs in emerging markets lack access to 

credit.  While the gap varies considerably between regions, it’s particularly wide 

in Africa and Asia. The current credit gap for formal SMEs is estimated to be 
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US$1.2 trillion; the total credit gap for both formal and informal SMEs is as high 

as US$2.6 trillion. 

A World Bank Group study suggests (43) there are between 365- 445 million 

micro, small and medium enterprises (MSMEs) in emerging markets: 25-30 

million are formal SMEs; 55-70 million are formal micro enterprises; and 285-345 

million are informal enterprises.  Moving informal SMEs into the formal sector can 

have considerable advantages for the SME (for example, better access to credit and 

government services) and to the overall economy (for example, higher tax 

revenues, better regulation). Also, improving SMEs’ access to finance and finding 

solutions to unlock sources of capital is crucial to enable this potentially dynamic 

sector to grow and provide the needed jobs.  

 
http://www.worldbank.org/en/topic/financialsector/brief/smes-finance (43) 

To help improve SMEs to finance and find innovative solutions to unlock 

sources of capital the World Bank Group’s work on the key access approach 

including holistic, combining advisory and lending services to clients to increase 

the contribution that SMEs can make to the economy. Was cited some advisory 

Support for Financial Sector Infrastructure: 

a. Credit Reporting Systems are important as better credit information can lead 

to increased credit for SMEs.  

http://www.worldbank.org/en/topic/financialsector/brief/smes-finance
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b. Secured Transaction Registries ensure that SMEs can provide moveable 

collateral as the basis for more lending.  

c. Modernized Insolvency Regimes can help restructure viable businesses while 

also promoting the efficient and effective “exit” of those firms that are not 

economically efficient. 

d. Streamlining of Payments Systems supports the more efficient movement of 

money throughout the economy, including G2B, B2B, remittances and other 

payments. 

In recent years, the word bank increasingly looking to develop more 

innovative forms of SME financing, including: an extension of early stage 

innovation financing delivery mechanisms; franchising models; digital finance 

solutions; crowd funding; P2P financing;  and Big Data Solutions. Important few 

results of this work in the SMEs Finance space are: 

a. Lines of Credit: In 2011 post the revolutions, countries in the Middle East and 

Africa region requested funding for SMEs to support private sector growth 

and employment generation. Around one billion dollars have subsequently 

been lent to Egypt, Tunisia, Morocco, Jordan and Lebanon. This has helped 

restore private sector funding in economies where severe budgetary strains 

have crowded out the private sector particularly the more marginal SME 

sector. It is estimated that these loans have directly created around 150,000 

jobs over the past four years. 

b. Secured Transactions Reform. Between October 2007 and June 2011 the 

secured transactions reform work supported by the WBG 

in China cumulatively facilitated US$3.58 trillion accounts receivable 

financing, of which US$1.09 trillion went to SMEs. As a result of the reform 

the total number of commercial loans involving movable assets grew by 21% 

per year over 2008-2010, versus a flat rate over the period 2006-2008. 

c. In Colombia, in less than one year more than 100,000 loans secured with 

movable assets have been registered in the movable collateral registry, of 

which 5,000 were for SMEs for an aggregate amount of US$3.43 billion 

(compared to a few hundred per year before the reform). 

d. Liberia started a collateral registry in 2014 to securitize movable assets, 

making it possible for farmers and entrepreneurs to use such assets against 

which they could borrow money.  In less than a year since its launch – most 

of which was during the Ebola crisis – US$227 million in loans were 

registered. 

e. In Afghanistan, the recent establishment of the Public Credit Registry to 

determine the credit performance of borrowers has significantly improved 

access to financing of small and medium enterprises. 

 

http://ifcextapps.ifc.org/ifcext/spiwebsite1.nsf/SearchAllDocsAdvisoryDate?SearchView&Query=%28FIELD%20Country%20=%20%22Egypt,%20Arab%20Republic%20of%22%29%20AND%20%28%28NOT%20FIELD%20HideFromWeb%20=%20True%29%29%20AND%20%28FIELD%20project_status_nme%20=%20%22Active%22%20OR%20FIELD%20project_status_nme%20=%20%22Closed%22%29&SearchOrder=4&SearchMax=0&page=1&tc=1
http://ifcextapps.ifc.org/ifcext/spiwebsite1.nsf/SearchAllDocsAdvisoryDate?SearchView&Query=%28FIELD%20Country%20=%20%22Tunisia%22%29%20AND%20%28%28NOT%20FIELD%20HideFromWeb%20=%20True%29%29%20AND%20%28FIELD%20project_status_nme%20=%20%22Active%22%20OR%20FIELD%20project_status_nme%20=%20%22Closed%22%29&SearchOrder=4&SearchMax=0&page=1&tc=1
http://ifcextapps.ifc.org/ifcext/spiwebsite1.nsf/SearchAllDocsAdvisoryDate?SearchView&Query=%28FIELD%20Country%20=%20%22Morocco%22%29%20AND%20%28%28NOT%20FIELD%20HideFromWeb%20=%20True%29%29%20AND%20%28FIELD%20project_status_nme%20=%20%22Active%22%20OR%20FIELD%20project_status_nme%20=%20%22Closed%22%29&SearchOrder=4&SearchMax=0&page=1&tc=1
http://ifcextapps.ifc.org/ifcext/spiwebsite1.nsf/SearchAllDocsAdvisoryDate?SearchView&Query=%28FIELD%20Country%20=%20%22Jordan%22%29%20AND%20%28%28NOT%20FIELD%20HideFromWeb%20=%20True%29%29%20AND%20%28FIELD%20project_status_nme%20=%20%22Active%22%20OR%20FIELD%20project_status_nme%20=%20%22Closed%22%29&SearchOrder=4&SearchMax=0&page=1&tc=1
http://ifcextapps.ifc.org/ifcext/spiwebsite1.nsf/SearchAllDocsAdvisoryDate?SearchView&Query=%28FIELD%20Country%20=%20%22Lebanon%22%29%20AND%20%28%28NOT%20FIELD%20HideFromWeb%20=%20True%29%29%20AND%20%28FIELD%20project_status_nme%20=%20%22Active%22%20OR%20FIELD%20project_status_nme%20=%20%22Closed%22%29&SearchOrder=4&SearchMax=0&page=1&tc=1
http://www.ifc.org/wps/wcm/connect/industry_ext_content/ifc_external_corporate_site/industries/financial+markets/publications/ifc+secured+transactions+advisory+project+in+china
http://ifcextapps.ifc.org/ifcext/spiwebsite1.nsf/f5944b0a23b9299e85257e1900298bfc/effb73925ff00b7685257b74005ea22d?opendocument
http://www.worldbank.org/en/news/feature/2015/11/18/liberia-collateral-registry-expands-access-to-finance-amidst-ebola-crisis
http://www.worldbank.org/en/news/feature/2015/11/10/banks-clients-benefit-investments-afghanistan-financial-infrastructure
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3. IMPORTANCE OF MANAGEMENT CONTROL SYSTEMS IN SMEs  

Management control was defined by Anthony (1965) as “the process by 

which managers ensure that resources are obtained and used effectively and 

efficiently in the accomplishment of the organization’s objectives.” This definition 

limited subsequent researchers not only to envisage MCS as encompassing the 

largely accounting-based controls of planning, monitoring of activities, measuring 

performance and integrative mechanisms, it also served to artificially separate 

management control from strategic control and operational control. MCS have also 

been described as processes for influencing behavior (Flamholtz et al., 1985). MCS 

provide a means for gaining cooperation among collectives of individuals or 

organizational units who may share only partially congruent objectives, and 

channeling those efforts toward a specified set of organizational goals (Ouchi, 

1979; Flamholtz, 1983). Controls have been categorized in many ways. For 

example, formal and informal controls (Anthony et al., 1989) output and behavior 

controls (Ouchi, 1977) market, bureaucracy and clan controls (Ouchi, 1979) 

administrative and social controls (Hopwood, 1976) and results, action and 

personnel controls (Merchant, 1985a). A brief discussion of these classifications 

will illustrate the breadth of controls used in research.  

A formal Management Control System (MCS) includes rules, standard 

operating procedures and budgeting systems. These are the more visible, objective 

components of the control system, and thus, the easiest to research. Empirical 

research that studies MCS and strategy has focused primarily on formal controls. 

These include output or results controls which are of a feedback nature, and often 

financially oriented. They include controls that aim to ensure that specific 

outcomes will be achieved and involve monitoring, measuring and taking 

corrective actions. Controls that focus on feed forward control (ex-anti controls) 

include administrative controls (standard operating procedures and rules), 

personnel controls (human resource management policies) and behavior controls 

(the ongoing monitoring of activities and decisions). Informal controls are not 

consciously designed. They include the unwritten policies of the organization and 

often derive from, or are an artifact of the organizational culture.  

Ouchi (1979) described clan controls that derive from the shared values and 

norms, or the culture of the organization.1 usually clan controls are Informal, rather 

than formal controls, however, some formal controls also derive from the 

organizational culture. For example, the formal organizational mission or 

objectives may reflect the values and beliefs of the dominant culture. Informal 

controls are important aspects of MCS and the effectiveness of formal controls may 

be dependent on the nature of the informal controls that are also in place (Otley, 

1980; Flamholtz, 1983). While these conventional definitions of MCS may have 

been adequate in the past, it has been argued that they need to be reviewed to 

accommodate the changed business conditions of the 1990s (Otley, 1994). For 

example, the role of MCS in the formation and implementation of strategy is 

becoming of greater interest in both academic and professional management 

journals, so our understandings of MCS may need to be broadened to encompass 

these areas. More recently, Gold and Quinn (1990) described strategic controls, 
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which are concerned with formulating competitive benchmarks and using non-

financial performance measures to develop short-term performance Indicators that 

are explicitly linked to achievement of long-term strategic goals.  

The emphasis on senior management that has dominated MCS research is 

becoming less relevant with an increasing interest in employee empowerment 

(Otley, 1994; Simons, 1995). Many believe that it is becoming more common for 

lower level employees to be actively involved, not only in the day-today processes 

that were once the domain of middle and senior managers, but in activities that are 

of strategic significance. Thus, the artificial boundaries between operational, 

managerial and strategic control, as initially described by Anthony (1965) may no 

longer hold. In the light of these concerns it is apparent that the orientation towards 

accounting controls and accounting information, which has dominated much of the 

MCS research, is not sufficiently broad to capture more modern approaches to 

effective control (Emmanuel et al., 1990) 

The dynamic nature of MCS and its potential role in strategic change is an 

area of increasing interest (Simons, 1990; Dent, 1990). Basic concepts and 

frameworks developed in the strategy literature during the past two decades have 

not always been widely adopted in these studies and the multidimensional nature 

of strategy is seldom recognized (Govindarajan & Gupta, 1985, is an exception). 

These problems can lead to under-specification or a misspecification of the 

research design which can affect the integrity of research findings.  

SMEs managers are responsible for fixing an effective control which match 

with the environment in their organizations. This is a part of their stewardship 

responsibility over the use of resources. Indeed, the tone managers set through their 

actions, policies, and communications can result in a culture of either positive or 

lax control. Planning, implementing, supervising, and monitoring are the most 

important fundamental components MCS especially in internal control. There is 

evidence that the SME business subsector is characterized by high rate of failure 

that could be reduced if the businesses were properly managed. A frequently 

mentioned specific shortcoming of many SME business managers is the failure to 

put in place effective financial control tools that guarantee meaningful organization 

performance (Nwankwo et al, 2012). Most researches have shown that good 

control leads to greater organizational effectiveness (Glueck, 1981; Donnely et.al, 

1995; Jasra et al, 2011). In fact, Memba (2012) rationalize the need for control in 

organizations’ desired performance as he opines that given that we live in an 

imperfect world where plans do not always work, control becomes necessary. This 

is predicated upon the incessant changes in our business environment which often 

alter organizational plans. Again, since organizations deal with different categories 

of employees who may not be so motivated to achieve set plans and objectives, it 

becomes imperative that control measures are infused in business plans and 

activities to achieve desired performance. 

Management control is a significant component of economic and social reality 

through which managers have the possibility of dynamic information, real 

preventive findings raise the value and quality of decisions and ensures the smooth 

functioning of enterprises. Management control, as part of the economic 
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information system, is a key factor in the operation, development and enterprise 

development, if it’s well organized at all levels and organizational structures that 

exist within it. 

Control is a management tool for finding such violations, and knowledge of 

reality and the possibilities for identification and prevention of failures and 

anomalies. Effective management control helps managers in the company, 

discovers and informs the negative aspects when they are manifested as a tendency 

and intervenes operatively for preventing and eliminating the causes that led to 

their occurrence. In the literature the definition and interpretation of management 

control was done differently from one author to another and / or from one country 

to another. In the opinion of some authors may be associated with management 

control on the one hand the idea that surveillance of checking the way that things 

are conducted in accordance with what is desired or the other is associated with the 

concept of power, authority, namely the knowledge and easily overcome any 

difficult situation. Viewed from this perspective, management control is defined as 

"all processes of reception and use of information which aims to oversee and 

coordinate development at all levels within the organization". This point of view 

shows how management control is exercised at all levels of the organization and it 

is broadcast everywhere where an activity is performed. In view of other authors 

(R.S. Kaplan, 1984), management control was born from the need to understand 

the complexity and faculty to organize space and time provided by the proposed 

development H.  Bouquin (1994). 

Since 1994, H. Bouquin consider management control as "a set of processes 

and devices which guide the actions and behavior in organizations, to make them 

consistent with the medium and long term objectives and builds on information 

systems. Their purpose related to the organization and enterprise performance, 

where possible, to identify its causes and measurement" H. Bouquin (2008). H. 

Bouquin (2008) believes that management control gives managers the opportunity 

"to dominate the organization that they are managing positively, particularly by 

targeting the actions of those whose autonomy and delegate who is directing care 

staff: managers. Management control systems (MCS) should outline to guide 

SMEs management decision-making and behavior by coordinating the processes 

of planning and control.  

MCS should be aligned with the SMEs organization’s strategies and goals 

and fit with its organization’s structure and decision-making format. Control 

systems are often used in conjunction with performance measurement systems, and 

good SMEs control system should used information from both internal and external 

the organization. The mains focus objectives of MCS in SMEs to improve and 

make a good soundness of the control is to gather information both formally and 

informally; inside although outside the company’s among: 

a. accounting system, for information relating to revenues and expenses 

b. Human resources system, for information on payroll, absenteeism, and 

benefits, and 

c. quality-control systems, for information on defects, rework, and so on. 
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Management control in SMEs is defined to acts as an ongoing process and 

organized to take place before, during and after the action" Bouquin H. (2008). 

Prof. C. Iacob considers management control as the whole process of information 

collection and use, aiming to "monitoring and verification of progress at all levels 

within the company" Iacob C. (1999). But if we refer to the traditional management 

control then we need to understand a control process based on three main phases: 

identification of facilities that are to be achieved, defining the tasks and resources, 

and compare the results obtained with the expected results. Traditional 

management control often in used in SMEs is based principally on the financial 

statements such as balance sheet, results, notes, analytical accounts, but also 

providing historical information on the results of the work done by a company and 

have no ability to identify the causes of action variables these results. Later, 

watching from a practical perspective, management control often takes the form of 

"control the budget" by finding the differences between expected and realized 

levels and calculation of factors of influence, which is in fact the core business 

management controllers. In this control concept is assigned the role of "an 

instrument of policy the company forecast.  

Although the small and medium enterprises (SMEs), management control, are 

less formalized, it is assured a manager with accounting firm with a triple meaning: 

self-control (internal control), control for others (external control) and control for 

the state (public control). Management control, conducted in the conditions of 

market economy, for small and medium enterprises appears as a regulatory tool, 

the mechanism contributing to the integration of the company in the market 

economy through a complex and ongoing managerial activity. 

Management control is presented: 

a. Knowledge as a process of economic and financial situation of the company; 

b. As a practice, because it is an activity carried out by competent persons who 

use specific techniques and methods and an organized system of information; 

c. As a means of study and action for internal users; 

d. As a factor for both security and enterprise management authority and society. 

Control exercised in the management of SMEs appears as a tool that provides 

an accurate picture, a comprehensive vision of their knowledge of the actual 

situation and to consider allowing prospects. Over time, the occurrence of technical 

factors, economic, social, and economic developments that have influenced 

changes in attitude to work of employees, control has evolved and it was redefining 

the traditional concept of control of an undertaking within the meaning of "action 

seeking to dominate or even influence a system". In this sense, P. Boisselier 

organizational control defines as "a process that, before carrying out the action - 

direct, that during the action - adjust, and after completion of action evaluate its 

results to draw conclusions" Boisselier P. (1999) and provides for them a set of 

mechanisms designed to ensure the quality of decisions and actions. 
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4. FINANCIAL CONTROL PRATICES AMONG SMEs IN EMPIRICAL 

EVIDENCE  

The question concerns the possible development of creative management 

control is the main focus research in MCS. A research hold in Nigerian confirmed 

that SMEs are evidently aware of financial control system (Melodi, 1995). A 

survey of inventory control practices according to Melodi (1995) reveals that 

participating firms have knowledge of modern inventory systems or policies but 

have not appreciated the application of modern tools of making inventory decisions 

beneficial to their businesses. Nevertheless, this shows that some of among SMEs 

are not just at the ready state to use the modern inventory planning systems but the 

SMEs have the tools that are founded on operation’s research/management science 

techniques of which mostly are application of mathematical models with added 

advantage of programmed decision as practiced in the industrialized countries from 

which the technology used was borrowed. 

Nyakundi et al (2014) study on management practices in Nigerian private 

companies indicates that Nigerian firms use some financial control techniques 

occasionally. Similarly, an attempt to examine the degree of fit between size and 

structural variables in small and medium enterprises also recommend increase in 

the use of control measures to achieve high economic performance in these 

enterprises (Siwangaza et al, 2014). Meanwhile, it should be noted that financial 

control in large organizations is the responsibility of different groups of managers 

such as audit committee, management committee, executive committee, chief 

accountants, financial controller, purchasing manager, and credit manager to 

mention just a few. The situation is usually different in small and medium 

enterprises. All stages and levels of financial control are likely to be the 

responsibility of a single manager; often times, the owner or at least the manager 

who typically does much of the work rather than assigning it to other managers 

(Memba, 2011). This decreases the need for coordination and control but requires 

the small business manager to understand and perform a wide variety of activities. 

5. THE USED OF ACCOUNTING IN MANAGEMENT CONTROL 

SYSTEM (MCS) 

In Control System, the accounting profession has been defined as the 

backbone of organization societal life. This is because SMEs organizations use 

accounting information for planning and controlling their activities and also to 

report the results of these activities to the stakeholders including creditors, labor 

unions and government agencies. Likewise, non- profit organizations such as 

churches, town unions, social association and clubs also use accounting 

information for planning, conducting and reporting their activities. The Federal, 

State, Local Governments and other government agencies use accounting 

information in similar ways. According to Adegite (2010) the accounting 

profession speaks the language of business as it records all transactions of 

organizations that have monetary implications. Thus accounting is that discipline 

that involves the systematic gathering, classification, recording, analysis, 

interpretation and transmission of information to assist users make economic 
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decision. Control System in accounting profession according to Evbodahe (2009) 

is the responsibility to spread financial knowledge and for a commitment to help 

SMEs organizations to develop their capacity to success. 

At the global level, International Financial Reporting Standards (IFRS) has 

helped many SMEs in developing countries to build stronger and more stable 

economies. In fact the profession is empowered by investor confidence and public 

trust without which the credibility of the information prepared and presented by the 

management in SMEs organization will be at risk. In Indonesia, to insure an ethical 

sound in SMEs though big enterprises, in publics or privates sectors, Institute of 

Indonesia Chartered Accountants. Ikatan Akuntan Indonesia (IAI) guide 

accounting practice in control system by devoted to such to Management Control 

System (MCS) issues as integrity, transparency and accountability. 

In Management Control System, accounting skills is define as the totally of 

skills ranging from record keeping, attention directing, financial management and 

reporting skills that are expected to promote effective decision, performance 

evaluation and business reporting of SMEs, (Akande 2011). Furthermore, Akande 

insisted that in SMEs, attention on directing skill should enables the owner manager 

of SME to make vital decision on production and pricing issues while reporting 

skill describes the method, and technique by which business information are 

reported to the stakeholders of the organization. According to the Accounting 

Education Change Commission (AECC 1990) to be successful in their careers, 

accounting graduates need skills and abilities that beyond accounting technical 

knowledge, they include communication skills, analytical skills and interpersonal 

skills. Accounting graduates are also expected to be able to receive and send 

information, identify and solve unstructured problems in unfamiliar settings and 

exercise judgment, Agbiogwu (2010) highlighted nine (9) common traits to SMEs 

manager in control system besides accounting skills including: 
1. Physical and mental stamina 

2. A desire to take control of their own destiny 

3. A competitive instinct 

4. Resilience in the face of defeat 

5.  Good Judgment 

6.  Decisiveness 

7. The ability to inspire others 

8. An unfailing positive attitude 

9. Great communication skills. 

 

6. CREATIVE A GREATER SOUNDNESS OF MCS IN SMEs TO 

BOOST BUSINESS ACTIVITIES 

It is noted that compliance with the thresholds on the number of employees is 

mandatory when the following two criteria are optional for the recognition and 

classification of businesses in the SMEs (SMEs can choose a year or turnover 

criterion, or one relating to total assets). From this point of view it ensures equal 

treatment to all SMEs, regardless of the economic activity type that are connected 

to. Identifying SMEs taking into account the criteria mentioned above and 
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considering that economic activity is the determining factor and not the legal form 

of company can achieve harmonization of national measures with the EU at least 

on regional development and seeking funding. In Romania, the definition and 

delimitation of SMEs is different from the European Union, although it keeps all 

the criteria on the number of employees and turnover. There are differences in the 

approach of SMEs linked to total assets and scope of their activities (in Romania, 

do not fall into the category of SMEs, the banks, insurance companies and 

reinsurance, financial management companies of investment funds, security firms 

and companies with exclusive foreign trade activity). However, if we follow the 

article 103 of the Tax Code, valid for 2008, we see a definition of micro enterprises 

in the spirit of European law, which is represented by a Romanian legal person that 

meets the following conditions, on 31 December of the previous fiscal year: 

a. Has entered the objects of production of goods, services, and / or trade; 

b. Has from 1 to 9 employees, including; 

c. Achieved revenues did not exceed the equivalent in RON of 100.000 euro; 

d. The legal entity's capital is held by persons other than the State, local 

authorities and public institutions. 

At the same time we must remember the important role of SMEs in the 

economic system: 

a. SMEs contribute to the social stability of the region or geographical area 

where their work as creating jobs; 

b. Help greatly to increase the competitiveness of markets because even SMEs 

are sources of competition; 

c. Participate in economic growth, contributing actively to the creation of supply 

of goods and services, namely the GDP, increase exports and domestic 

investment; 

d. SMEs show a greater flexibility and strength in times of recession as they 

have a very simple decision and a great capacity to adapt to market changes; 

e. Relationships of these firms are less formalized by reducing bureaucratic 

practices in order to eliminate the phenomenon of losing the nature of human 

relations, forming a closer link between individual and collective efforts, etc. 

Management Control System consideration (opinion) about SMEs differ one 

another. For large companies, SMEs represent the world from which they came 

and where competition will occur tomorrow. For individuals, SMEs are often a first 

step towards world entrepreneurs. For economy, SMEs are launched assembly of 

new ideas and new products that accelerate growth based on more efficient use of 

resources. In the EU, but also in most developed countries in Europe notes that 

small and medium share holders in companies, represent the backbone of the 

European economy and in these conditions leading to the development of the 

European Charter for Small and Medium Enterprises (2000) adopted by Council 

Business and accepted by the European Council in Feira (Portugal) based on the 

following directions: 
a. Education and training for entrepreneurs; 

b. Initiation of cheaper and faster business; 
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c. Development of legislation and better regulation; 

d. Providing the necessary qualifications; 

e. Improving online access; 

f. More determined application of competition rules; 

g. Create fiscal and financial reforms; 

h. Strengthening the technological capacity of small enterprises; 

i. Developing a stronger and more effective representation of small enterprises' 

interests at national and EU level. 

SMEs of Romanian economy, which was deeply affected by economic and 

financial crisis, continues to exist and to take tough measures to cut costs through 

strategy of layoffs , wage cuts strategy or reduce administrative costs. In this 

economical and social situation to maintain afloat the managers must intervene and 

demonstrate management skills by identifying the most important indicators that 

help businesses achieve the objectives and management control to intervene in 

decision making. 

The ability of management control to create or added value and influencing 

stakeholders to practice concrete actions to reduce costs derived from the 

exploitation costs. By management control System, manager must understand a 

process attached, on the one hand, to reduce costs, on the other hand, to reallocation 

of saved resources. So, value creation targets both cost reduction and development 

activities through organizational changes. The concept of "management control" is 

a new concept based on a different model of the classic and unquestionably detach 

from what some authors call it "creative accounting". Creative accounting is used 

when managers apply to leeway available in the choice of accounting options for 

changing the presentation and content of the final financial reports. In this sense, 

creativity appeals to the subjectivity inherent in the construction of models 

accounting choices and not organizational actions. Creativity lies in accounting 

measurement and representation in the game and not in concrete actions aimed at 

the organizational context. However, creating value based on potential earnings 

converted to reorganization activities and performance by eliminating inefficiency 

is a tool for cost reduction, increases the value of organizational functions. 

7. CONCLUSION 

MCS is an important function that must be practiced by SMEs. Most 

researches have shown that good control leads to greater organizational 

effectiveness. To ensure that business environment is fluid, dynamic and 

competitive hence MCS is a fundamental requirement. The effectiveness of such 

control system will depend on application of control measures to monitor and 

evaluate the progress of the business activities. Management control process acts 

as a financial and economic knowledge of the company image and represented for 

the company's management as a guide for work in progress and company future 

strategy. 

Several researches should undertake to emphasis the unresolved questions on 

the importance of MCS in SMEs. It is not clear what role MCS can play to bring 
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intended strategies to realization, or whether MCS can minimize the disruption 

caused by strategic change (especially when those changes are spread over a 

considerable period of time). Research could be undertaken to explore whether the 

role and composition of MCS change as a SMEs matures. The significance of 

resource sharing between SBUs for the design of MCS under different strategies 

should also be highlight in more detail, particularly concerning the reliance on 

either behavior or outcome controls. 
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