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ABSTRACT 

Management control constitutes one of the critical functions of management in organization. 
However, little or no attentions have been given to design and use of this very important function 
of management. Much of the mechanisms or techniques acknowledged to be in use to carry out 
management control functions are limited to accounting-based control techniques which have 
been criticized to have behavioral dysfunctional consequences such as lack of direction, efforts 
aversion and other self-interested behaviours. To prevent or avert these dysfunctional behaviours, 
appropriate design that takes into account relevant contingency factors is very essentials. In view 
of the foregoing, the study investigated how Small and Medium Manufacturing Enterprises 
(SMMEs) engage in the practice of Management Controls System (MCS) in context of relevant 
contingency factors and its effect on performance. The study obtained quantitative data through 
self-administered questionnaire from randomly selected 262 managers as well as qualitative data, 
through face–to-face interview, from purposively selected 13managers of small and Medium 
Manufacturing Enterprises in Lagos State respectively. The obtained quantitative data were 
subjected to multiple regression analysis (Ordinary Least Squares) and Partial Least Squares 
(PLS-SEM) while the qualitative data were narratively analysed. The result of quantitative 
analysis was enhanced by qualitative evidence. The findings of the study revealed that both 
institutional contingency (association and regulatory) and other firm’s factors: Perceived 
Environmental Uncertainty (PEU) and Task Uncertainty (TU)) influence the choice of accounting 
and non-accounting control systems. In addition, variation in performance of Small and Medium 
Manufacturing Enterprises (SMMEs) was attributed to four management control mechanisms. In 
relation to institutional contingency factors, association pressures significantly influence usage 
level of accounting control system (t-vlue=4.000 P-value< 0.01) while both association and 
regulatory pressures significantly drive the usage level of non-accounting control system (t-
vlue=3.867, P-value < 0.01) and (t-value=2.896 P< 0.01) respectively. For firm contingency 
factors, both PEU and TU significantly explained variation in the usage level of both accounting 
control system [PEU :(t-value=4.360,P-value<0.01)and [TU:(t-value=3.223,P-value<0.01)] and 
non-accounting control system [PEU :(t-value=6.583,P<0.01) and TU :(t-value=6.993 
P<0.01)].On the variation in performance of the focused firms, two accounting control 
mechanisms: compensation (t-value=2.573,P<0.05) and Planning (t-value=4.882,P-value<0.01) 
significantly impact on performance while Policies  and procedures(t-value=3.125,P<0.01) and 
socio-cultural control(t-value=5.732,P<0.01) also to a large extent, drive the performance of 
SMMEs. In addition to the aforementioned, findings also revealed existence of lack of fit between 
accounting control system and firms’ contingency factors. The thesis concluded that managers of 
Small and Medium Manufacturing Enterprises employ some accounting and non-accounting 
control mechanisms to achieve goal congruence among their subordinates and to a greater extent, 
the practices impact positively on performance. Therefore, the study recommended that SMMEs 
should integrate both accounting and non-accounting control mechanisms into the design of their 
control system architecture, with focused attention on relevant contingency factors to achieve goal 
congruence. 
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CHAPTER ONE 

INTRODUCTION 

1.0 Background to the Study 

 Management control constitutes one of the critical functions of management in an organisation. 

It is being used to realize goals congruence between the management and subordinates. As the 

contemporary business activities cannot be carried out by single individual, cooperation of 

employees or subordinates becomes inevitable. Management is therefore expected to perform 

management control function using arrays of management control mechanisms. But 

unfortunately, many efforts have been devoted to other management functions and processes 

leaving management control system at the mercy of itself. Speckbacher (2008) echoed this trend 

in this perspective “Everybody is talking about planning and strategy, but nobody is talking 

about control”. Even where attentions are being given to this very important function, much 

emphasis are given to control mechanisms, such as budget and other accounting-based control 

techniques, that do not have capacity to curtail or prevent all causes of management control 

problems. The less attention given to the design and use of control systems in many business 

settings has far-reaching negative effects such as deteriorated employee morale, impaired 

business relation, losses of revenue as well as fine and penalties.  

Lack or inappropriate design of management control system (MCS) may cause havoc to the 

existence of a firm. This is even more pronounced in small and medium enterprises that cannot 

withstand small shock of any nature. Management control problems have been affirmed to 

induce unethical behaviors ranging from budgetary slack, data manipulation to loss of 

considerable assets of the business (Marchant &Van de Stede, 2007).Much of these 

dysfunctional behaviors have been attributed to the much emphasis placed on the use of 

accounting-based control mechanisms, particularly budget. Although, budget has the power of 

addressing the problems of lack of direction, motivation and personal limitation to some extent, 

it has been facing serious criticisms in the rapid changing environment. The shortcomings stem 

from being less concerned with the social and behavioral aspects of the organizational 

participants (Macintosh, 1994; Otley, 1999; Whitley, 1999). Indeed, Budget and other 

accounting performance measures are often accused of stifling innovation and learning (e.g.  
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Bartlett & Ghoshal, 1993; Emmanuel, Otley, & Merchant, 1990; Hope & Fraser, 2003 ;), 

encourage or induce data manipulation, interdepartmental strife, job-related tension, group based 

‘anti-management ‘behavior, ‘gaming’ and short-termism (Marginson & Ogden, 2005). 

Furthermore, Belkaou (2002) gave three problems with this traditional control system: lack of 

connection between planning and doing, static rather than dynamic and rigidity which may lead 

to resent by individual being controlled. Otley (2016) expressed the consequences of motivating 

subordinates through only quantitative performance targets as this 

There is overwhelming empirical and anecdotal evidence to this effect 

from both the private sector (e.g., call center operatives cutting off calls 

before they reach the target time for dealing with enquiries) and public 

sector (e.g., School Teachers concentrating on those pupils whose results 

will most affect the performance target; hospital ambulances being made 

to wait outside A&E department so as not to start the time clock for target 

times etc.). Even University Academics have been affected by the Research 

assessment Exercise in the UK where administrators have converted the 

subjective rule involving peer judgment to quantitative targets of 

achieving a given number of article in journals believed to have a high 

quality rating. (p.5). 

In response to the limitation of accounting control systems, the need to broaden the scope of 

MCS becomes imperative. The expansive MCS contain both quantitative accounting control and 

non-accounting control systems (Otley, 1999). The non-accounting control system adopts a more 

comprehensive insight into the control of organization members. It captures the intangible 

variables such as: organisation goals, strategies, managerial intentions and employee motivation. 

These make it richer in term of information content than accounting system.Verstegen (2006) 

argued that accounting techniques used in conjunction with other coordinating system enhance 

decision makers’ role of influencing the behavior of subordinates. Recently, discussions have 

emerged in the literature on the argument that control components do not operate in isolation 

rather they relate as a package or system and thus the effect of a component must be considered 

along with other component being used at the same time (Malmi &Brown, 2008). Essentially, 

how accounting control components relate to non-accounting controls such as administrative and 
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cultural controls is a serious matter of concern that must be addressed if the attendant problems 

of inappropriate controls are to be averted. Indeed, much of the organization scandals cited in the 

literatures have been attributed to lack or inappropriate use of management controls mechanisms 

(Cuguero-Escofet & Rosanas, 2013). 

 Some instances of these scandals was declaration of venerable UK bank baring brothers, 

founded 1817 as bankrupt. Investigation carried out to unravel the causes of the failure revealed 

major weakness in the Baring’s control systems, including lack of segregation of duties, lack of 

position limit and confused line of management responsibility (Bank of England, 1995). 

Similarly, in 2001 a keystroke error by an employee of Lehman Brothers Holding in London cost 

the firm 6 million dollars in trading losses. Although, it was discovered the error was 

unintentional, the company was liable for the damages caused by the errors. Similar cases of 

management control problems have also been reported in the United States. National Archives 

and Record Administration reported a case of stealing perpetrated by its employee due to 

inappropriate control system. The subordinate stole dozen of historical documents between 1996 

and 1999 worth 20,000 dollars which was discovered in 2002 (The Los Angeles Times, 2002). In 

2002, US immigration and National Services accused two of his employees of destroying 

thousands of Immigration documents. Based on  investigation, the employees engage in 

destruction of  documents to cover up backlog of about 90,000 documents and effectively 

reduced the backlog to zero. Although evidences of organization scandals attributed to 

management control failures are not usually celebrated in newspapers and relevant periodicals in 

developing countries, Abe (2012) attributed Banking and other industrial sectors failures in 

Nigeria to inappropriate use of management control system.  

Problems of inappropriate design and use of management control elements are more pronounced, 

given the limited nature of organization ability and capacity to predict and exert pressure on 

contingency, factors that bear relevance to their existence. Hopwood &Miller (1994) and 

Chapman, Cooper and Miller (2009) are among the prominent scholars who  supported the 

argument that accounting and other control elements have bearing with the broader 

organizational and environmental and institutional contexts in which it is located. In other words, 

there is no best MCS design but it all depends upon contextual factors. Thus, a mismatch 

between management control system and organization’s contingency factors may even worsen 
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the problems of MCS design and use. Speckle (2004) raised series of questions to amplify the 

ultimate problems of management control as a field of scholarly inquiry as follows: 

Why is it that some organizations use extensive, formal planning to direct their 

efforts, whereas other organization seems much less deliberate in their aims 

and actions? Why do some firms count on rules, procedures and standards to 

achieve control, whereas others rely on individual judgment to guide 

behavior?(p.1) 

Design of appropriate management control system is very essential to the performance of both 

large and small and medium enterprises (SMEs), but the delicate nature of SMEs in withstanding 

shock arises from control problems calls for more concerns. Although, problems of coordination 

and communication may not be as complex as that of large company, Hopper, Koga & Goto 

(1999) argued that a failure to experiment with new forms of controls may be a factor 

responsible for high failure rate of SMEs. In line with this argument, Reid & Smith (2002) affirm 

that efficient information-processing for decisions and a control activity plays an important role 

in successful smaller and medium enterprises.   

The classification of SMEs as a separate category amplifies not only their significance to the 

economy but also brings out their distinctive characteristics that may require modern 

management techniques and arrangement such as MCS (Shields & Shelleman, 2016). For SMEs 

to sustain its relevance as major driver of any economy, a systematic inquiry on how it fair in the 

use of management controls may not be out of place. It is against this background, this study 

investigated the relationship between accounting control system, non-accounting control system 

and performance, given the level of perceived firm’s contingencies. 
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1.1Statement of the Problems 

Performance problems of any organization can be largely attributed to the inability to discern and 

manage three problems of control inherent in employees that organization relies on to pursue its 

objectives. These three problems are: lack of direction, motivational problems and personal 

limitation. Lack of direction implies employee’s inability to comprehend what organization 

expected of him/her. KPMG’s survey of 2005 reveals the pervasiveness of this problem among 

organisations. The survey shows that 55% of the respondents had a lack of understanding of the 

standards that apply to their jobs. Consequently, organization’s goal and employee’s goal are at 

variance.  

Motivational problem, the second of the three control problems, concerns the tendency that 

employees may choose not to perform optimally even with proper understanding of what 

organization expects of them. KPMG (2005/2006) integrity survey also reveals evidences of 

prevalent wasting, mismanaging, falsifying, stealing and abusing organization resources in most 

organization. Finally, personal limitation as a control issue describes the behavoural problem of 

employee’s inability to do good job due to lack of requisite intelligence, training, experience and 

knowledge for the assigned task. 

These problems require different management control techniques beyond accounting controls 

commonly employed by organization. Absolute reliance on accounting control systems may not 

be effective for the attainment of the main purpose of control system. Yet SMEs owners or 

managers seem not to realize this fact. Accounting controls system such as planning, budget, and 

other financial measures are mostly used as decision support system instead of also linking them 

to behavioral usage that qualifies them as part of management control system. Other non-

accounting control systems such as organizational structure, governance structure, procedures 

and policies and cultural control in the form of well-defined mission and vision statement, 

regular meeting, group reward system and socialized recruitment procedures are seemly non-

existent or not appropriately used based on contingency factors.  

SMEs’ choice of management controls system seems to be influencing by pressures from its 

stakeholders. These pressures have been broadly conceptualized as institutional pressures. Much 

of the elements of accounting and non-accounting controls system are sometimes in use not 
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necessarily for control needs but to comply or satisfy regulatory or statutory pressures. SMEs 

seems also to be engaging in the use of accounting and non-accounting controls system because 

similar companies are using it. Sometimes, elements of the two control systems are employed to 

satisfy the dictate of its providers of fund particularly creditors. In effect, the control needs of 

SMEs are not met, creating problem of misfit between management controls system and internal 

contingencies (perceived environmental uncertainties, task uncertainty and firm age). 

The problem of misfit between management controls system and internal contingencies seems to 

be pervasive among SMEs. A situation where accounting or non-accounting control system is 

required given the level of perceived environmental uncertainties, task uncertainty and age of the 

firm, the companies may not respond to the changes. Once the business is returning profit, SMEs 

believe the business is within control. Consequently, attendant problems of misfit cut them 

unaware. King, Clarkson and Wallace (2010) argued that a lesser fit between the MCS and the 

contingency factors may impair performance. In other word, misfit will be associated with lower 

performance irrespective of the usage level of MCS.  

Low performance problem is a product of inefficiencies that arise from unnecessary expenditure 

incur on inappropriate MCS design and use. For instance, a firm that is characterized with high 

perceived environmental uncertainty spending huge resources on budget practice instead of 

relying on non-accounting control system such as informal communication will definitely 

experience inefficiencies leading to low performance. Thus, survival problems of SMEs may be 

partially attributed to inappropriate controls choice.  

Evidences on how lack or inappropriate controls system contributed to the business problems are 

numerous across industries and countries. Merchant and Van der stede (2007) gave revealing 

consequences of control problems. In 2005, an employee in a large diamond industry collide 

with customer to perpetrate fraud running into billions of dollars that affected the fortune of the 

company in US; in 2001, an employee of a stock broking firm in London involved in an errors 

led to a substantial losses to the firm. In 2002, a former US National Archive employee 

confessed to the fraud worth of two hundred thousand dollars($200,000)he committed and in 

2002,two junior staff of the US immigration service were charged with the offence of destroying 

thousands of documents (Visa application, passports and other papers) to hide their inefficiency. 
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Cugero-Escofet et al., (2013) acknowledge the fact that much of the recent financial scandals 

reported across continents have their origin in the inappropriate management control system put 

in place particularly in relation to incentive system. In Nigeria, similar evidences on business 

problems as a result of little or no attention paid to management controls practices are obtainable 

in the literature. For instances; Fatoki (2014) identified internal factors such as lack of staff 

training and poor use of other control mechanisms as parts of the factors responsible for SMEs 

problems in Nigeria. 

In view of the above, an empirical inquiry on the management control practices of SMEs in 

relation to their performance is worthwhile given their contributions to Nigerian economy 

particularly in manufacturing and industrial sectors as revealed by Financial System Strategy 

(2020) that SMEs represent 90% of the manufacturing and industrial sectors in term of numbers 

of enterprises. In fact, much of research efforts on management control systems have been 

devoted to large business organizations e.g. Merchant (1990);  Chong & Chong (1997); Moores 

& Sharman (1998); Durden (2008); Kleine & Wiesenberger, (2013); Verbeeten & Speckle, 

(2015); Ilias, Zakana & Abdulatif, (2017) and Wald & Gleich, 2018), as only few research 

evidences on management controls practices of SMEs focus on accounting control system and 

performance  (Davila &Foster,2005.2007; King, Clarson & Wallace,2010). 

Better understanding of management control practices is imperative for the development and 

growth of this critical sub-sector in Nigeria economy. It is against this background that this study 

attempt to examine the effect of fit between MCS and contingencies factors on performance of 

SMEs. 

1.2Research Questions 

The following research questions were raised to address the research objectives: 

i. How do institutional pressures   influence usage level of accounting controls systems in 

manufacturing SMEs in Lagos State? 

ii. What is degree of institutional pressures’ influence on the usage level of non-accounting 

controls systems in manufacturing SMEs in Lagos State? 

iii. What is nature of relationship between accounting controls system and internal firm 

contingencies? 
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iv. How do internal firm contingencies influence non-accounting controls system in 

manufacturing SMEs? 

v. How do accounting control systems influence the performance of manufacturing SMEs? 

vi. To what extent do non-accounting control systems affect the performance of 

Manufacturing SMEs 

vii. How does degree of fit between accounting controls system and internal contingencies 

influence performance in manufacturing SMEs? 

viii. To what extent does degree of fit between non-accounting controls system and internal 

contingencies influence performance? 

1.3  Research Objectives 

The broad objectives of this study is to examine the relationship between management 

controls system and performance in context of firm contingencies. The specific objectives are 

to:  

i. establish influence of institutional pressures  on  usage level of accounting 

controls systems in manufacturing SMEs in Lagos State; 

ii.  determine   degree of institutional pressures’ influence on the usage level of non-

accounting controls systems in manufacturing SMEs in Lagos State; 

iii.  ascertain nature of relationship between accounting controls system and internal 

firm contingencies; 

iv. establish nature of internal firm contingencies’ influence non-accounting controls 

system in manufacturing SMEs; 

v.  ascertain the effect of accounting control systems on performance of 

manufacturing SMEs; 

vi. determine degree of non-accounting control systems’ influence on the 

performance of Manufacturing SMEs; 

vii. determine the extent to which degree of fit between accounting controls system 

and internal contingencies influence performance in manufacturing SMEs; and 

viii. assess how degree of fit between non-accounting controls system and internal 

contingencies influence performance. 
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1.4 Research Hypotheses 

The following hypotheses were formulated and tested in this study  

��: Institutional pressure has no significant influence on the choice of accounting control  

        System use by Manufacturing SMEs   in Lagos State 

���: There is no significant relationship between the usage levels of accounting controls system 

          and provider of capital pressure in manufacturing SMEs in Lagos State 

���: There is no significant relationship between the usage levels of accounting control 

        systems and regulatory pressure in manufacturing SMEs in Lagos State 

���: There is no significant relationship between the usage levels of accounting controls system  

         and association pressure in manufacturing SMEs in Lagos State 

��: Institutional pressure has no significant influence on the choice of non-accounting control  

        System use by Manufacturing SMEs in Lagos State 

 ���: Regulatory pressure has no significant influence on the choice of non-accounting Control  

        System use in Manufacturing SMEs   in Lagos State 

���: Capital provider pressure has no significant influence on the choice of Control System use in  

           Manufacturing SMEs in Lagos State 

��	: Association pressure has no significant influence on the choice of non-accounting controls  

         System use in manufacturing SMEs in Lagos State 

�
: Internal contingencies have no significant influence on the choice of accounting control 

        System use in Manufacturing SMEs in Lagos State 

�
�: There is no significant relationship between accounting controls system and perceived 

          environmental uncertainty in manufacturing SMEs in Lagos State  

�
�: The relationship between accounting controls system and task uncertainty in manufacturing 

         SMEs is not significant 

�
	: The   relationship between accounting controls system and firm’s age is not significant  

��: There is no significant relationship between non-accounting controls system and internal 

        contingencies in manufacturing SMEs   

���: There is no significant   relationship between non-accounting controls system and 

          perceived environmental uncertainty in manufacturing SMEs is not significant 

���: There is no significant   relationship   between   non-accounting controls and task  
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           uncertainty in Manufacturing SMEs. 

��	: The relationship between accounting controls system and firm’s age is not Significant 

��: Accounting control systems does not significantly affect performance of manufacturing 

       SMEs 

���: Planning is not associated with performance of manufacturing SMEs 

���: There is no significant   relationship between measurement and performance of 

          Manufacturing SMEs 

��	: There is no significant relationship between compensation and performance of 

         manufacturing SMEs 

�
: Non-accounting control systems is not significantly associated with performance of  

        manufacturing SMEs 

�
�: Structure is not   associated with the performance of manufacturing SMEs 

�
�: There is no significant relationship between policies & procedures, and performance of 

         manufacturing SMEs 

 

�
	: There is no significant positive relationship between socio-cultural and performance of  

        manufacturing SMEs 

��: Performance is not significantly associated with degree of fit between accounting controls 

       system and internal contingencies 

��: Performance is not significantly affected by the degree of fit between non-accounting 

        controls system and internal contingencies 

 

1.5 Justification for the Study 

Previous Studies on a management accounting and control system largely focused on accounting 

controls element of MCS using large organization as units of analysis. These studies include 

Merchant (1990);  Chong & Chong (1997); Moores & Sharman (1998); Durden (2008); Kleine 

& Wiesenberger (2013); Verbeeten & Speckle (2015); Ilias, Zakana & Abdulatif (2017) and 

Wald & Gleich (2018), as only few research evidences on management controls practices of 

SMEs focus on accounting control system and performance  (Davila &Foster,2005.2007; King, 

Clarson & Wallace,2010). 
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Conceptually, the study investigated management control practices beyond formal or accounting 

control system, which has been the major focus of many research efforts particularly in Nigeria 

context; it therefore includes administrative and cultural controls as part of control system. As 

researchers like Chenhall (2007); Anthony and Govindarajan, (2007); Straub and Zecher (2013) 

and Silva-Domingo( 2015) have observed that contingent relationships in MCS research have 

often been conceptually and operationally misspecified and thus, calls for a more inclusive 

research approach. By extending the contingency factors beyond organizational and 

environmental variables to sociological variables like institutional pressures, the study also added 

value to the management accounting and controls knowledge frontiers. 

The contribution to the frontier of knowledge from methodological perspective, premises on the 

fact that much research on MCS practices focuses on large business organization. To the extent 

of the literature search, this study seems to be first on the use of broader MCS by SMEs in 

Nigeria. In addition, the common trend on the choice of statistical techniques in MCS studies is 

the use of regression analysis which is not all that robust compared to Partial Least Square, 

Structural Equation model (PLS-SEM) when it comes to unobservable, hard-to-measure latent 

variables. Thus, predictive accuracy of this multivariate analysis adopted in this study improved 

the quality of findings in MCS research output.  

The findings of this study also provide the business community especially, managers and owners 

of SMEs with knowledge on how to choose appropriate management control system in the light 

of existing organization and environmental variables beyond their control. In effect, the agency 

cost of controls may become minimal and by extension, performance may be improved.  

The study also provides information to government and other policy makers that may serve as 

input in their policy making process or activities relating to how to support or regulate SMEs. In 

another dimension, provider of capital may also make use of this study’s output in evaluating the 

quality of management process and techniques put in place by the managers of  various business 

organisations in need of fund. 
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1.5 Scope of the Study 

The research focuses on SMEs because few or no research efforts are available on their MCS 

practices using both congruence and cartesian approach, given their contributions to economic 

development of emerging economies like Nigeria. Assessment of the manufacturing sub-sector 

of SMEs is informed by the argument that the sub-sector tends to use more elaborate control 

practices because of its nature of operation (Lee & Miller,1996). This makes it appropriate for 

the nature of this study’s objectives. It also encompasses a large number of firms wherein 

considerable representative sample size was drawn to achieve appreciable generalization. Lagos 

State was chosen because of volume of industrial activities with considerable number of 

SMMEs. 

This study examines the management controls Practices and performance of manufacturing 

SMEs in Lagos State, Nigeria. It concentrates on management control system as used by 

managers to ensure that employee pursue firms’ objectives. It does not include how management 

are being controlled which is the concerned of corporate governance issue. The study does not 

also concern  itself with how management use management accounting techniques as decision 

support system and operational control (internal control, quality control and inventory control) as 

identified  by Belkaou (2002).  

1.7 Organisation of the Study 

 This study was organized into five chapters in order to achieve the stated objectives. Chapter 

one gave a general outlook on the current state of MCS practices in relation to SMEs in Nigeria. 

In order to have clear structure on the discussion of MCS practices, statements of the problem, 

research questions, research objectives, study hypothesis, justification for  the study form the 

content of this chapter. 

Chapter two provided a discussion on the key variables of the subject matter for conceptual 

issues, theories relevant to the study’s objectives (theoretical discourse) and previous research 

efforts(Empirical discourse) with a view to derived hypothesis raised in chapter one.   

Chapter three gave the description of the research methodology that was employed in this study. 

It detailed description of the research design, model specification, population of the study, 
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determination of the sample size and sampling technique, sources of data, research instrument 

and method of data analysis and measurement of variables. 

Chapter four contains the results of data analysis as well as interpretation of results, while 

chapter five presents summary that highlight the most significant results of the thesis, conclusion 

based   on the findings as well as recommendations in line with the conclusion reached                                                
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                                                         CHAPTER TWO 

                                          LITERATURE REVIEW 

This chapter focuses on the conceptual domain of key variables in the research questions, 

theories that bear relevance to the underlying relationship between variables as express in the 

research hypotheses. It also deals with the evaluation of previous research evidences for the 

purpose of development of hypotheses and gap identification. Theoretical framework upon 

which all the research questions are hanged is also part of this chapter as well as the conceptual 

model that visualize relationship among the research variables.  

2.1 Conceptual Review 

This section focuses on the meanings of the various key variables in the research questions raised 

in chapter one, purposely to delineate boundary for their operationalization and measurements in 

chapter three. 

2.1.1 Management Control System 

Management controls system has been described or defined in the literature from different 

perspectives. Malmi and Brown (2008) acknowledge the existence of the varieties and 

descriptions of management controls system (MCS) in term of broadness and narrowness. 

Chenhall (2003) broadly sees MCS as entailing Management Accounting System (MAS) but also 

includes other Non-accounting Controls such as action controls and cultural controls. He 

described MAS as the systematic use of management accounting techniques (such as: budgeting 

and product costing) to achieve some organization objectives, often used synonymously with 

Management Control System (MCS).  However, the author sees MCS to be broader in scope 

than MAS. Contemporary MCS focuses on formal, financially quantifiable information to assist 

manager in making decision and non-financial information empowering individuals to achieve 

their own ends along with organization goals. 

On the other hand, Merchant and Van der Stede (2007) in their narrow conception of 

management controls, describe it as dealing with employees’ behavour. The authors give 

assertion relating to this concept as follow: It is people in the organization who make things 
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happen. Management controls are necessary to guard against the possibilities that people will 

do something the organization does not want them to do or fail to do something they should do. 

Abernethy and Chua (1996) use the same argument to define organisation control system as a 

“combination of control mechanisms designed and implemented by management to increase the 

probability that organization actors will behave in ways consistent with objectives of the 

dominant organization coalition.”  

Malmi et al., (2008) was of the view that the foregoing definitions assume that top managers is 

seeking to control the behaviour of middle management or employees. In line with distinction 

between decision-making and control made by Zimmerman (2001), the authors argue that there 

are accounting system that provides information to support decision-making activities and others 

that direct or influence employee activities. On this note, only accounting system and other 

mechanisms exist  and use to monitor subordinate managers’ goal congruence and behavour 

should be described  as control system, while accounting system employ managers to support 

decision making by their subordinate should be described as  decision support system. Thus, 

Malmi et al., (2008) affirms that  those systems, rules, practices, values and other activities 

management put in place in order to direct employee behavior should be called management 

controls. They however suggest that Management control system should not be interchangeably 

used with organization controls system because the latter could include controls that are not only 

direct employees such quality and inventory controls. Recently, Bedford and Malmi (2015) 

describe MCS as a set of processes and mechanisms employed by managers to influence the 

behaviours of individuals and groups towards more or less predetermined objectives. In line with 

this study’s objective, Malmi and Brown (2008) and Bedford and Malmi (2015) descriptions and 

definitions of MCS form the operational definition of MCS for this thesis. 

2.1.2. Management Control Techniques 

 There are varieties of techniques used to pursue  control functions (Bedford et al., 2015).These 

mechanisms include but not limited to organization structure, amount of work autonomy and 

decentralization, standard operating procedures, rule and regulation, performance target 

(financial and non-financial), emergent target, benchmark, code of conduct, Fixed reward, 

variable reward, bonus and career perspective in term of promotion. Venkatraman (1989) asserts 
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that the extensive numbers of control mechanisms create a distinct difficulty for empirical 

investigation in the field of control configuration. The difficulty exists because of the need to 

achieve balanced parsimony and exhaustiveness of coverage. However, there are two ways to 

overcome the obstacle: first, is to analyze a list of controls attributes peculiar to category of 

firms. This, however according to Bedford et al., (2015), may not be feasible to specify the list of 

control that may be included in a set. The second approach entails the specification of theoretical 

categories of control A priori, with the choice of constructs describing broad coverage of those 

categories. The former approach is commonly described in management controls research as 

control frameworks and they are being used to explain Management Control System in practice.  

2.1.3 Management Controls Frameworks 

Efforts of academics towards the development of control frameworks for empirical research 

began in 1950s and 1960s (Merchant   & Otley, 2007). For instance, the efforts Burns and 

Stalkers (1961) led to the mechanistic and organic frameworks. Since then, management controls 

as a field of academic research have attracted considerable interests leading to varieties of 

frameworks, after the publication of Anthony’s (1965) seminal works. Complete discussion of 

these frameworks would be out of place given the scope of this work. The relevant frameworks 

to this study are briefly discussed in the subsequent paragraphs. 

2.1.3.1 Ouchi’s Framework for the Analysis of Organizational Controls 

Three forms of control have been identified by Ouchi (1979) in an organization, Market 

(output),Bureaucracies (behaviour) and Clan (social relationship). He gave a practical insight of 

these mechanisms by observing how management of a part distribution division of a large 

company ensures that behaviours of employees are oriented towards organizational goals. The 

market mechanism subject employees to evaluation by assessing his/her contribution and allow 

to pursue non-organizational goals at a risk of personal loss of reward. This made possible 

through frictionless price mechanism. Bureaucracy mechanism entails close evaluation of 

individual employee and enhances feeling of commitment through the use of legitimate 

authorities in hierarchies. The clan mechanism is used to attain cooperation through selection and 

socialisation of individuals to the extent that individual objectives coincide with organization 

objectives. The market control is a form of accounting controls such target in term profit or cost, 
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while conduct of conduct, administrative manual and organization structure are .good example of 

bureaucracy. The clan control is used to describe various forms of cultural controls. 

2.1.3.2 Simon’s Levers of Controls Framework  

Management control systems have also been divided by Simons (1995) into four levers.These 

are: belief systems, boundary systems, diagnostic control systems and interactive control 

systems. Belief system defines, communicates and executes core values and direction for the 

organization. They are very general and may operate through devices such as mission statements 

and overall corporate policies. Boundary system indicates the areas of activity and type of 

behavior that are considered inappropriate. A large number of compliance systems and quality 

control typify this type of control. Diagnostic control system, according to Simon, are considered 

as formal feedback systems that monitor results and correct deviation in comparison to specified 

standard of performance, such as budget and key performance indicators. Interactive control 

systems are used by managers to relate and interact with subordinate on a regular and personal 

level during the decision-making process. It is used to distinguish strategic failure from 

inadequate strategic implementation. In other words, interactive controls are intended to provide 

early warning that a given strategy is no longer appropriate and needs revision (Merchant and 

Otley, 2007). Simon’s framework has been described to provide a higher-level analysis of the 

control context and the significant areas in which strategic control decision need to be taken 

(Merchant et al, 2007).The framework has however been criticised for being ambiguous. 

Specifically, there is lack of clarity between diagnostic and interactive systems (collier, 2005). 

2.1.3.3 Otley’s Controls Framework for Modern Management 

 Controls framework was also proposed around five main set of issues of modern management 

and management accounting practices by Otley (1999). The framework seeks to ensure that 

holistic view of control system is maintained by arguing that there are many alternative control 

system configurations that may produce good results. The framework is set in five dimensions in 

the form of five questions addressing management control issues: objectives, strategies, 

performance target, reward system and information system in term of feedback. 

This framework provides a structure for the analysis of companies’ control systems because it is 

formulated to encompasses all types of organizations rather only business organization. In 
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addition, areas addressed by the framework are clearly stated. However, it does not clearly 

address the issues of organizations’ vision and mission and also overlooks the way accounting 

and control information is made use of by management. Given the foregoing strength and 

weakness, Otley and Ferreira (2003) extend this framework to twelve (12) questions which is 

referred to as performance management and control (PMC) framework. It extends from five 

‘what ‘questions to ten ‘what’ and two ‘how’ questions detailed as: 

 i. What is the vision and mission of the organization and how is this brought to the attention of 

managers and employees? 

 ii. What are the key factors that are believed to be central to the organization’s overall future 

Success and how are they brought to the attention of managers and employees? 

iii. What strategies and plans has the organization adopted and what are the processes and 

activities that it has decided will be required for it to ensure its success? How are strategies and 

plans generated and communicated to managers and employees? 

iv. What is the organization structure and what impact does it have on the design and use of the 

Performance management and control system? How does it influence and how is it influenced by 

the process of strategy implementation? 

v. What are the organization’s key performance measures deriving from its objectives, key 

success factors, strategies and plans? How does the organization go about assessing and 

measuring its success in achieving them? 

vi. what level of performance does the organization need to achieve in each of the areas defined 

in the above question, and how does it go about setting appropriate performance targets for 

them? 

vii. What processes does the organization use for evaluating individual, group, and 

organizational performance? How important is formal and informal information and controls on 

these processes? What are the consequences of the performance evaluation processes used? 

 

viii. What rewards (both financial and non-financial) will managers and other employees gain 

by? 

achieving performance targets (or, conversely, what penalties will they suffer by failing to 

achieve them)? 
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ix. What specific feedback and feed-forward information flows has the organization devised for 

itself? What sort of feedback information flows have been created for monitoring current 

performance and bringing about adaptation of current behaviour? What type of feed forward 

information flows (if any) have been formulated to enable the organization to learn from its 

experience, to generate new ideas and to recreate strategies and plans? 

x. What type of use is made of feedback and feed forward information flows and to the various 

control mechanisms in place? Is use predominately diagnostic, interactive, or a combination of 

both? 

xi. How has the performance management and control system changed in light of the change 

dynamics of the organization and of its environment? What changes have occurred at the level of 

those systems in anticipation or response to such stimuli? 

xii. How strong and coherent are the links between the components of the performance 

management and control system (as denoted by the above 11 questions)? 

The proponents of the framework argue that the name given to the framework is to reflect a 

broader perspective of the role of control in the management of organizational performance. It 

provides a useful guide on the major aspect of control system design that may require to be 

included in a detail analysis of such system. However, these two frameworks seem to neglect the 

importance of socio-ideological forms of control (Ditillo, 2004). 

2.1.3.4   Merchant &Van der Stedes’ object of Controls Framework 

A framework based on the objective of control was also  developed by Merchant (1985) and 

Merchant &van der steeds (2007) which was  labeled as object-of- of control. Within the 

framework, controls are typified as: results, actions, personnel and cultural controls. 

They described results controls as preventive-type capable of providing solution to various 

control problems (lack of direction, motivational problem and personal limitation). Results 

control intimate employee as to what is expected of them. It motivate employee to pursue 

organization objective that could lead to desired outcomes. They advanced the following reasons 

as the strength of results control in addressing motivational problems: encouragement of 

meritocracies, empowered employee to take rightful action, it encourage employee to discover 

and develop their talents. However, the scholars stressed the exceptions that results control may 

not be effective in every situation. And that failure to meet three conditions: Knowledge of the 
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desired results, ability to affect the desired results and ability to measure controllable results 

effectively-will render result control ineffective. It was further argued that the implementation of 

results controls entail four steps: clear definition and description of the dimension of the desired 

results (such as: profitability and customer satisfaction), performance measurement, target setting 

and reward. 

Action control is described to entail steps that ensure that employee act in the organization’s best 

interest through the use of their action as the focus of control. It is acknowledged by the authors 

as the most direct form of control. Accordingly, it can be described in four basic forms: 

behavoural constraints, reaction review, action accountability and redundancy. Behavoural 

constraint prevent employee from doing what they should not do. Pre-action review concern the 

process of review of employee plan of action before implementation (planning and budgeting 

process is a  typical example).Action accountability involves manager to define what action are 

acceptable or unacceptable, communicate those definitions to employee, observe what happens 

and reward good action or punish action that deviate from the acceptable. The desired action can 

be implemented both socially and administratively. Administrative medium may include: the use 

of work rules, policies, and procedures and code of conduct. Redundancy involves the allocation 

or assignment of more employee to a task than is strictly necessary. The essence of this form of 

control is that it increases the probability that a task will be satisfactorily achieved. 

Similar to results control, action control solves or addresses one or more of the control problems. 

It can also be effectively used, if the two conditions (knowledge of desired outcomes and ability 

to ensure that desired results actions are taken) put forward by Merchant et al., (2007) are met. 

Personnel control relies on employees’ self-control or self-motivation. It functions by enhancing 

clarification of expectation, encourage employee to do good job and promote employees desired 

to be self-monitoring. This form of control can be implemented by any of the three methods :(i) 

selection and placement of employee, (ii)Training  and (iii) job design and provision of 

necessary resources. 

Cultural control is basically devised to encourage mutual monitoring and it is a powerful form of 

group pressure on individual employee to align with group norms and values. It is described to 

be effective where member of a group have emotional ties to one another. As cultural control 
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prevalent in some collectivist culture, so also is useful in a single organization. Shared values, 

norms, belief, ideologies, altitude and way of behaving are the foundational structure of any 

culture (either within the society or single organisation).These basics may be in written or 

unwritten in an organization. Managers do attempt to influence business culture in many forms 

(such as code of conduct and group reward). 

Although, there are other stream of control frameworks such as(Langfield-smith, 2007; Alverson 

and Karreman (2004); Brickley, Smith and Zimmerman (2004); Fisher (1995) delineating the 

core dimensions of control to draw upon, comprehensive review of these frameworks by Malmi 

&Brown (2008)  provides a more broad conceptualization management controls System. The 

authors came up with a framework referred to as Management Controls System Package which 

center around five structures: planning controls, cybernetic controls, reward and compensation 

controls, administrative controls and cultural controls. They argue that the power of the 

framework comes from the broad scope of controls in the package. Each component of the 

package is described briefly in Table 2.1  
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Table 2.1: Description of MCS Package 

Elements Description Component 
Planning Ex-ante form of control (Flamholtz et al., 1985); first it sets 

out the goals of the functional areas of the organization 
thereby directing effort and behavior; second, it provides the 
standards to be achieved in relation to the goal, making clear 
the level of effort and behavior expected; third, it enables 
congruence by aligning goals across the functional areas of 
an organisation, thereby controlling the activities of 
groups and individuals. 

Action planning—
goals and actions for 
the immediate 
future, usually a 12-
month period, are 
established; has a 
tactical focus. Long-
range planning—the 
goals and 
actions for the 
medium and long run 
are established; has 
a more strategic 
focus 

Cybernetic There are five characteristics of cybernetic control (Green 
and Welsh, 1988). First, there are measures that enable 
quantification of an underlying phenomenon, activity or 
system. Second, there are standards of performance or 
targets to be met. Third, there is a feedback process that 
enables comparison of the outcome of the activities with the 
standard. This variance analysis arising from the feedback is 
the fourth aspect of cybernetic control systems. Fifth is the 
ability to modify the system’s behaviour or underlying 
activities. 

Budgets (Bunce et 
al., 1995; Hansen et 
al., 2003), 
Financial measures 

(Ittner and Larcker, 
1998), 
Non-financial 

measures (Ittner and 
Larcker, 1998), 
Hybrids that contain 
both financial and 
non-financial 
measures such as the 
Balanced Scorecard 
(BSC) 
(Greenwood, 1981; 
Kondrasuk, 1981; 
Ittner and 
Larcker, 1998; 
Kaplan and Norton, 
1992, 1996a,b, 
2001a,b; Malina and 
Selto, 2001) 

Reward/Compe
nsation 

Motivating and increasing the performance of individuals 
and groups through attaching rewards to control effort 
direction, effort duration, and effort intensity. 

Attaching rewards 
and/or compensation 
to achievement 
of goals (Flamholtz 
et al., 1985; Bonner 
and Sprinkle, 
2002) 
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Administrative Administrative control systems are those that directemployee 
behaviour through the 
organizing of individuals(organization design and structure), 
the monitoring ofbehaviour and who employees are made 
accountable to for 
their behaviour (governance); and through the process of 
specifying how tasks or behaviours are to be performed or 
not performed (policies and procedures), (Simons, 1987). 

Organizational 

design and structure 

(Otley and Berry, 
1980; Emmanuel et 
al., 1990; Abernethy 
and Chua, 
1996; Alvesson and 
Karreman, 2004), 
Governance 

structures within the 
firm (Abernethy and 
Chua, 1996), 
Procedures and 

policies (Macintosh 
and Daft, 1987; 
Simons, 1987) 

Culture The values, beliefs and social norms which are established 
influence employees behaviour. (Birnberg and Snodgrass, 
1988; Dent, 1991; Pratt and Beaulieu, 1992). 

Value-based controls 

(Simons, 1995), 
Clan controls 

(Ouchi, 1979), 
Symbols (Schein, 
1997) 

Source: Malmi and Brown (2008) Management Control System Package 

Planning Controls has to do with the goal setting of the organization functional units. It specifies 

standard to be attained in relation to the set goals and also bring clearly the expected efforts and 

behavior of organization members. It can be used as a control device in two ways: action 

planning and long-range planning. The authors stress the use of planning beyond finance, to the 

extent that it can be used effectively to influence what people do. 

In order to generate conceptual domain of Planning as a control device, Bedford and Malmi 

(2015) argue that goal-congruence is attained when planning is openly used to predetermine 

activities behavior necessary to actualize desire objective. They also affirm the coordinating role 

of planning to entail articulating and communicating goals and schedules to organization 

members involved in particular activities across an organisation. Organisations engage in 

planning activities in different forms and these have been discussed and conceptualized in the 

literature on a scale ranging from formalized and systematic to informal and emergent(see: 

Brews and Hunt,1999; Mintzberg, 1994). 
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Cybernetic Controls is an information system or control system depending on how it is used in a 

business setting. Its usage as a control device requires all the concerned to be involved at all 

stages of initiation and implementation. The potency to connect behaviour to target and ensure 

that individual is accountable for variation in performance make cybernetic system an element of 

MCS. They identify budgets, financial measures, non-financial measures and hybrids (e.g. 

balanced scorecard) as four basic cybernetic systems. Budget, as a cybernetic system, ensure the 

establishment of acceptable levels of behaviors and evaluate performance against those plans. 

Financial performance measures use as control systems techniques include but not limited to: 

return on investment and economic value added (EVA).Non-financial measure are being used to 

overcome the limitation inherent in financial measures. Hybrid measures like balanced scorecard 

are now gaining prominent as a control instrument. 

 Reward/Compensation control use to motivate and enhance individual and group performance. 

It can be of extrinsic and intrinsic form. Organization provides reward to retain employee and 

encourage cultural control through group reward. Flamholtz, Das and Tsui (1985) acknowledged 

that compensation is both ex-ante and ex-post control device. Bedford et al., (2015) are of the 

opinion that ex-ante compensation encourages goal congruent behavior through the belief to 

receive reward for task performance while ex-post compensation function as control mechanism 

by rewarding results and serving as sub-set of the feedback process through the provision of 

information on the effects of past behavior. Many issues on compensation come from the 

attributes relating to extent of performance-based compensation in use, the method of 

determination and time horizon and these have contributed varying methods across firms. 

Administrative Controls is described by Malmi et al. (2008) as directing employee behavior 

through the organizing of individuals and group, the monitoring of behavior and who you make 

employee accountable to for their behavior, and the process of specifying how tasks or behavior 

are to be performed or not performed (p.293). This implies that administrative controls is a 

direct control of employee actions. The controls may be made operational through organization 

design and structure, governance structure within the firm and procedures and policies. 

Management may manipulate organization structure to influence behaviour, governance structure 

that has to do with board structure and composition, and management team can also be used to 

influence behavior in many ways. Malmi et al. (ibid) cite example of meetings and meetings 
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schedule and deadlines which influence behaviour as one of the uses of governance structure to 

affect behavours. Policies and Procedure is used to specify process and behaviour of employees. 

Cultural controls are ascribed as control techniques when it used to influence or regulate 

employee behaviors. Three aspects of cultural controls within this framework are: Value-based 

control, symbol-based control and clan control. Value-based control is a form of belief system 

used by manager to achieve direction. Mission and vision statements are good example of value 

–based control. Symbol-based involves the use of dress code and work place design. Clan control 

concerns with the subculture and individuals group relations. 

The reviewed frameworks bear relevance to the MCS research particularly those that explicitly 

recognize and integrate cultural relation in an organization as form of controls. But this thesis  

adopted Malmi and Brown’s (2008) controls framework as revised  and used by Bedford and 

Malmi (2015) because of its broadness. In addition, the framework seems to capture 

management control practices of both small-medium enterprises and large companies. In this 

study, the framework is broadly classified to accounting and non-accounting controls system. 

Accounting controls system are: planning, cybernetic and reward/compensation, while non-

accounting controls system consists structure, policies &procedures and cultural controls. 

2.1.4   Firm contingencies or Contingency factors 

The relevance of context or contingency to accounting practice has been echoing in the literature 

in the last couple of decades. Hopwood (1983), Hopwood and Miller (1994) and Chapman 

,Cooper and Miller(2009) acknowledge the relationship between Management Accounting and 

Controls Practice  and broader organizational and institutional environment in which it is 

situated. Because of its relevance in understanding why MAC or MCS are practiced and how it 

influence behavour, the term context has been  conceptualised as those contingent variables that 

are outside the direct control of the organization (Otley,1980).Donaldson (2001) also sees 

contingency as intra and extra organizational factors. He names three specific contingency 

factors: task uncertainty, task interdependence and organization size. Bedford (2015) refers to 

context as those variables that being described as external to the management control package. 

Chenhall’s (2003) comprehensive review of the contingency-based MCS studies identify primary 

contingency factors to entail: external environment, technology, organization structure, size, 

strategy and culture. Messner (2015) exploits the ideas of Otley (1978); Hirst (1981); Ezzamel 
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(1990) and Gedin and Greve (2008) to describe contingency as a set of variables or factors that 

determine whether a particular accounting or control system is more or less appropriate for an 

organization.  

However, Chenhall reiterates the need to expand contingency into the area of ethnics, fairness 

and organization justice as well as individual characteristics such as personality and cognitive 

style. Also mentioned are institutional contingencies such as associations, regulation and fund 

sources or resources dependence. The expansion of contingency factors in MCS research, in the 

view of Chenhall, would go a long way to address the criticism that contingency-based studies 

have relied and used only traditionally and functional theory instead of integrating sociological 

perspective in the stream of MCS research agenda. 

The contingency theories, management controls and strategic management literature laid more 

emphasis on: size and structure and environment uncertainty as contingency factors (Dobák, 

2006; Dobák-Antal, 2010). Recently, managerial characteristics and institutional factors have 

also been considered in accounting literatures as contingency factors. But in this study, the 

contingency or contextual factors considered are: perceived environmental uncertainty, task 

uncertainty and firm age. These three internal contingencies have described in Chenhall’s (2003) 

review of the MCS literatures since 1980 as “the descriptors of the fundamental generic element 

of context”. Institutional pressures are also included in response to the need to study 

management control practices beyond rationality perspective. These pressures include: Industry 

practice, regulation and funding sources. These contexts are briefly discussed below. 

2.1.4.1 Perceived Environment Uncertainty 

Perceived environmental uncertainty (PEU) is defined as a situation where managers perceived 

element of the environment to be uncertain (Chenhall, 2003).King, Clarkson and Wallace (2010) 

affirm the importance of PEU as contingencies factor in the design of MCS by arguing that 

increase in PEU makes managerial planning and control more difficult. King et al.,(2010) 

acknowledge the broadness of PEU as  general terms, and that a number of researchers have 

offered more specific classification of the PEU. Bedford and Malmi (2015) defined PEU in term 

of unpredictability, turbulence, complexity and hostility. Specifically, unpredictability is defined 

as inability to anticipate variation among elements of environment and assess the effect of 

material change on the organization; turbulence implies rate of change and instability in the 
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environment; complexity connotes range and diversity of environmental factors relevant to the 

firm operations and hostility is seen as degree of threat from competitors for market demand, 

necessary resources and opportunity for growth. This thesis adopts these dimension of PEU for 

its operationlisation. 

 

2.1.4.2 Task Uncertainty 

Bedford and Malmi (2015) define task uncertainty (TU) on the notion of measurability of 

outcome and programmability of task. Outcome measurability entails the extent to which output 

of employee or subordinate efforts or activities can be  reliably quantified while task 

programmability indicates the extent to which subordinate action required to achieve an 

objectives are known and visible to top management. This study operationalizes TU in line with 

this definition. 

2.1.4.3 Firm age 

For the purpose of this study, age is defined in term of number of years an SME has been in 

existence as manufacturing business. This conceptualization is in line with previous studies like: 

Davila and Foster (2005) and Bedford and Malmi (2015). 

2.1.4.4 Institutional Pressures 

The assumption behind most new institutional sociology (NIS) studies is that intra organization 

structure and procedure including accounting and control practices are largely shaped by external 

factors called institutions. In other word, choice of organization structure and practice are mostly 

informed by these institutions rather than cost minimization objective. Scott (1995, p. 33) defines 

institution as “consisting of cognitive, normative and regulative structures and activities that 

provide stability and meaning to social behaviors”. He maintains that “institutions are 

transported by various factors such as culture, structure and routine and they operate at multiple 

level of jurisdiction” 

DiMaggio and Powell (1991) argue that institution emanates from the activities of human and 

does affect human activities. They however submit that institutions do not come from deliberate 

human design. DiMaggio et al. (1983) assert that isomorphism is a term used to describe the 
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alignment between organization arrangement (management and accounting control systems 

inclusive) and institution which explain through a process by which external institution 

permeates internal structure and procedure. Although two forms of isomorphism are generally 

discussed in the literature- competitive isomorphism and institutional isomorphism. NIS stresses 

on the latter which is further classified into sub-categories : (1) coercive isomorphism described 

the situation where institutional factors or pressure such as government policies, regulation, and 

supply relationship exert force on the organization to adopt specific internal structure and 

procedure. (2) Mimetic isomorphism concern the situation where by organization emulates 

internal structure and procedures adopted by other organizations. (3) Normative isomorphism 

gave insight to the situation whereby organization adopted the structure and procedure advocated 

by particular dominant profession, profession bodies and consultant. 

Given the foregoing insight on the concept of institution, this thesis operationalized and defined 

institutional pressure from the perspective of regulatory pressure, capital provider pressure, 

professional and Association/Bodies pressure.  

2.1.5 Contingency Fit Approaches 

Duncan and Moores (1989) define fit as alignment of an organization’s characteristics, 

mechanisms or practices to its contingencies. In relation to management control system or 

practices, an organization can be said to attain fit when there is a match between MCS in use and 

organization contingencies. Covaleski (2003) describes “fit” as a state of equilibrium in the 

relationship between the contingencies factors and the type of MCS. In line with this definition, 

King et al.(2010),argue that “fit” occurs when the organization designs its management controls 

practice in such a way that it has positive impact on performance relative to alternative practices. 

Thus, when there is lesser “fit” between MCS element and firm contingencies, performance may 

be affected or impaired. 

Drazin and Van De Ven (1985) affirm the existence of the three conceptual approaches to Fit. 

These are: selection, interaction, and system. The three approaches are summarily described in 

the table 2.1.5 below: 
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Fit Definition/Implication Related statistical test(s) or 

Procedures  

Selection Fit is achieved when there is 

Congruence between contingent variables and 

control system/mechanism 

• Correlational  

Analysis 

• Significance of 

regression coefficient 

Interaction Fit may confirmed by the effect of bivariate 

interaction of contingent variable and control 

system/mechanism on dependent variable such as 

performance 

Moderated regression 

analysis-significance of the 

interaction term(s) 

coefficient. 

Systems This involves a more holistic concept of fit where 

multiple contingencies,several control systems 

are simultaneously modeled on several outcome 

variables 

Profile Deviation Analysis 

Euclidian distance 

Cluster Analysis 

Source: Soobaroyen (2007) 

 Building on Drazin et al. (1985), Gerdin and Greve (2004) classify and describe different form 

of contingency fits from the perspective of strategy-MAS/MCS research. This classification is 

more relevant to the broader MCS (Soobaroyen, 2007).In the first classification, the authors 

differentiate Cartesian approach to fit from configuration approach. Cartesian approach which is 

similar to interaction model of Drazin et al., (1985) concerns with how pairs of context-structure 

affect performance, while configuration approach takes holistic view and evaluate the existence 

of fit by analyzing many contextual variables and control mechanisms simultaneously. With this 

approach, fit is assumed when different management control mechanisms are effective for 

different organization contexts/contigencies. The configuration approach is also similar to 

system approach of Drazin et al., (1985). Gerdin et al.,(2004)  further classify  cartesian 

approach into congruence and contingency. Congruence approach to “fit” argue that only the 

best performing organization as a consequence of fit between MCS elements and contingencies 

survives. Therefore, research should only examine context-MCS only with no any concern about 

performance. This premise has however been criticized as being too crude of not include 

performance in the model (Gerdin et al., 2004). Contingency approach to fit on the other hand 
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assumes that fit is understood on the basis that positive- performance impact is a result of certain 

combination of contingencies and MCS. In other word, high-performing and low-performing 

firms exist in relation to degree of  fit between MCS and Firm contingencies. 

In reference to the study’s objectives, congruence and contingency approaches of Cartesian were 

adopted and this is reflected in the research questions 1, 2,3,4,5 and 6. Specifically, research 

question one, two, three and four are based on congruence approach while research questions 

five and six is in line with contingency approach. The appropriate statistical technique for each 

approach will be discussed in chapter three. 

2.1.6 Meaning and Characteristics of SMEs 

In all economies, particularly developing nations, there is a common consensus among 

stakeholders that SMEs are effective catalyst for overall economy development (Morenikeji & 

Chukwu 2012). Iorun (2014) identifies sole proprietorship, family business, partnership and by 

extension corporate or incorporated business as form of SMEs. However, in-spite of its laudable 

roles in economy development agenda, its meaning defiles a common ground. Ekpoyong and 

Nyong (1992) affirm that there is hardly unique universally accepted definition of SME. Lawal 

(2002) is of the view that definition of SMEs change overtime as consequence of changes in 

price level, advance in technology and other considerations. In his view, Egbuogu (2013) argues 

that definition of SME varies between countries and continents. For instance, countries like 

USA, Britain and Canada define and categorize SMEs in term of annual turnover and annual 

paid employees. Iorun (2014) says that, in Britain SME is defined as that business with annual 

turnover of   Two Million pounds or less or with no fewer than 200 paid employees. While in 

Africa continent, a country like Ghana categorizes firm with less than 10 employees as small 

enterprise, firm with number of employee above 10 are described as medium enterprise. There is 

also a consensus in the literature that Nigeria’s definition of SME is divergent (see Akabueze , 

2002; Udechukwu, 2002 & Sanusi, 2004).  

Notwithstanding these divergent views, the Nigeria Central Bank shares the view of Small and 

Medium and Equity Investment Scheme (SMEIS) on the definition of SME. Indeed SMEIS 

defines SME as a business with asset based of not less than 200,000,000 excluding working 

capital and number of employees not less than 10 and not more than 300. The Nigerian use of 
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asset values and labour size parameters as bases for the classification of SMEs is to some extent 

in tune with international best practice. In this regard, Fjose, Grunfield and Green (2010) define 

and classify SMEs in term of number of employees. They categorize firm with labour size 

varying between 1-9 employees as macro firm while those number of employee ranging between 

10-50 as small firms, Medium sized enterprise to be a firm with labour size between 50-250 

employees.  

Similarly, the USA business administration (SBA) used the numerical threshold of employee as a 

basis of categorizing SMEs. SBA defines SMEs as an independently operated business with no 

fewer than 500 employees (Cfed, 2002). Ajose (2010) sees SME as an enterprise that has asset 

based, excluding land, between 5m to 500m with number of employees ranging from 11-300. In 

line with SMEDAN policy of 2007 on micro, small and medium enterprise, SME is similarly 

classified on the basis of asset value and number of employees. Accordingly micro enterprise is 

described as any business with total asset of less than 5million and number of employees ranging 

from 11-49. The SMEDAN policy recognized a firm or enterprise with employees range from 

50-200 with total asset value not exceeding N500m but greater than N50m as a medium 

enterprise. The common trend in the above discourse is that SME is largely defined and 

categorized on the basis of asset base and number of employees. Therefore to maintain 

consistency on these common bases and in accordance with the study objective that focuses on 

how MCS are being used to influence employee behavior, SME is operationalized using 

SMEDAN’s policy on SMEs definition.  

Hutzschenreuter (2009) describes the characteristics of SMEs in term of its liabilities in relation 

to management control. He identified three liabilities of SME as: liability of smallest, liability of 

informality and liability of owner -manager dominant. Accordingly, the flat organization 

structure commonly operated by SMEs is a reflection of liability of smallest. This results to 

lower number of layer in the organization structure. Liability of smallest also create problem of 

human resources. In this respect, Granlund and Tapaleenmater (2005) assert that SMEs face 

inadequate resource regarding the accounting function. Perez-sanchez (2003) argues that the 

degree of functional specialization among the employees of SMEs is rather small. Accordingly 

SME staff is require to cover rather broad functional areas, thus the limited resource in term of 
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staff and management experts cast doubt on the existent of sophisticated control process. Agwu 

and Emeti (2014) also confirms on the limited management resources as SME problem. 

With respect to the liability of informality, SME is also characterised with absent of formal 

structure, low level of standardization and absent of standardization process (Ghobadian et al., 

1996). Consequently, there exists a short decision making chain (Pichler,1997). Increased cost of 

communication is also identified as a consequence of informality. Davila and Foster (2005) 

however maintain that the implementation of formal procedure or management accounting 

system is a devise to reduce communication system in SMEs. In all the liability of informality 

therefore may restrict the existent to which the management controls are put into practice. Lastly, 

liability of ownership and management has been affirmed by Kazanijan (1998); Schefezyk & 

Pankotsch (2002). These characteristics, according to Chandler and Harts (1994) inform a strong 

interconnection between success of an organization and the characteristics of owner-manager. 

Pichler (1997) echoes the consequence of owner- manager dominant as small management team 

with low level of experts. In relation to management controls, the problem of owner-manager 

dominance is more reflected on the limited time for control activities as much of managerial 

activities are concentrated on one person.  

2.1.7 Firm Performance 

The consequence of MCS in an organization have been identified to include perceive individual 

job satisfaction, job stress and improved organization performance (Hutzschereuter, 2009). In 

line with this idea, Chenhall (2003) has earlier suggested that the outcome variable of 

management control system should be in the dimension of managerial or organization 

performance. The choice of organization performance as outcome variable in this study is 

informed by an assumption that system affects the behaviour of individual within the 

organization which then facilitates the organization goal (Otley, 1980). He also asserts that it is 

very important to assess the impact of accounting system and control in aiding organization 

performance in order to make step beyond a mere testing of association of particular contingency 

and accounting control system. 

 

Venkatraman and Ramanejarm (1986) see business performance as a component or sub-part of 

organization effectiveness. Based on this perspective, three domains of performance are 
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identified: Financial performance, financial & operational performance and organizational 

effectiveness. Out of the three domains, according to Venkatraman et al., (1986), financial 

performance is the narrowest in scope. It centers on the use of indicators such a sale growth, 

profitability reflected on return on sale and return on equity. Gosh (1996) is of opinion that the 

use of quantitative method to operationalise  performance entails the indicators such as net profit, 

share price, dividend rate, growth in sales volume and efficient product cost.     

The second domain: both financial and non-financial performance -involves the use of market 

share, product quality, marketing effectiveness and manufacturing value added as indicator of 

non-financial or operational aspect of the domain. This aspect implies that operational success 

factor might lead to financial performance. The third domain, according to Venkatraman et al., 

(1986) relate to the integration of the influence of multiple stakeholders within the first and 

second domains thus; using organizational effectiveness as a measure for organization 

performance is objective-specific.  

The second domain of business performance is most widely used in the field of contingency-

based MCS research. Indeed, the most widely adopted, Gupta and Govindarajar (1984) measure 

of performance exemplify this approach. In addition, Brettel’s et al., (2005) subjective company 

performance Construct and Miller (2008) performance construct also falls within the second 

domain  of organizational performance. Using the second domain, data on organization 

performance can be obtained through the use of survey instrument (Venkatraman et al.1986).  

For the purpose of this study, Organization performance is defined in the form of growth in sales 

volume net profit, market shares, and effectiveness of MCS in term of guiding, coordinating, 

monitoring, motivating employees and evaluating employees’ performance as perceived by 

SMEs managers.  

 

2.2 Theoretical Review 

The general objective of this thesis is to offer a comprehensive understanding on how 

management controls are being used or executed among SMEs managers to monitor and 

influence employees’ behaviours in other to achieve goal congruence. Thus; theories relating to 

behavioral aspects of controls are deemed relevant for discourse as   basis for this study’s 

theoretical framework. These theories are: Agency Theory, Social Control Theory, Contingency 

Theory and Institutional theory . 
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2.2.1 Agency Theory 

Agency Theory (AT) fundamentally expands risk-sharing problems among individuals or groups 

by including the problem that exists when co-operating parties pursuing different goals (Jensen 

& Meckling, 1976). AT gives insight into the problem that might result from separation of 

decision making and implementation, and how such problem may be resolved (Hutzschenreuter, 

2009). AT offers a reach theoretical premise for understanding organization process and design 

from principal-agent perspective (Subramanian, 2006). Accordingly, Jensen and Meckling 

(1976) gave a description of principal- agent relationship as an engagement or a contract where 

single individual or more, refer to Principal, engage another individual refer to Agent to carry out 

some services on their behalf which entail delegation of decision authority to the Agent. Relating 

to the objective of this study, the principal is the manager while the subordinate or employee is 

the agent. 

 The main goal of agency theory is to offer an explanation about how the relationship between 

the principal and agent can be designed optimally by offering fundamental assumptions about the 

parties involved and the organization (Eisenhardt, 1989). An overview of theory and its 

assumptions are provided in the table below: 
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Table 2.2.1: Agency Theory Overview 

Key idea Principal agent relationship should reflect efficient organization of 

information and risk-bearing cost 

Unit of Analysis Contract between Principal and agent 

Human assumptions Self-interest 

Bounded rationality 

Risk aversion 

Organizational  

Assumptions 

Partial goal conflict among participants 

Efficiency as the effectiveness criterion 

Information asymmetry between principal and agent 

 

Information 

assumption 

Information as a purchasable commodity 

Contracting 

Problems 

Agency (moral hazard and adverse selection) 

Risk sharing 

Problem domain Relationship in which the principal and agent have partially differing 

goals and risk preference 

Source: Eisenhardt (1989) 

Indeed, Subramanian (2006) affirms that “the efficiency of the principal-agent relationship is 

affected by individualistic and opportunistic behavior held by each party, and that the decision 

acerbated by incomplete information and uncertainty. The consequence of these assumptions has 

been described as “agency problem” (Jensen & Meckling 1976). Two specific type of agency 

problem have been identified in the literatures. These are: Adverse selection and Moral hazard. 

Gobel (2006) describes adverse selection as the problem of not being able to observe agent 

attributes prior to contracting. In this situation, the principal is unable to determine the capability, 

the competence and effort that the agent may possessed.  Subramanian (2006) gives instance 

where agent taste or job itself is so highly complex that the principal is not able to verify agent 

attribute at the point of hiring. 
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 Macintosh (1994) highlights numbers of suggested solutions to the adverse selection aspect of 

agency problem. These include: signaling, screening, self-selection and incentive system. All 

these may be described as form of management controls use in business settings.  Regarding the 

moral hazard aspect of agency problem, it’s a situation described by Jensen and Meckling (1976) 

as inability of the principal to observe or monitor the performance of agent directly and that the 

principal can only assess subordinates or agent’s performance based on outcome. As a 

consequence, the agent pursues his opportunistic behavior different from principal main goal. 

Two methods have also been suggested in the literatures to cope with moral hazard problem: 

monitoring agent activities by personal contact or information system and incentive system. 

Potential monitoring device according to Jensen and Meckling (1976) includes management 

accounting and control system. While incentive system entails the alignment of employee 

interest with the principal through the use of specific contract clause in form of bonus and reward 

structure.  

The associated cost with strategies of mitigating agency problem has been described as agency 

cost (Subramanian, 2006). These costs include monitoring cost, bonding and residual cost. 

Monitoring costs include external and internal audit costs, investment in governance structures , 

formal procedures, information system and other oversight process (these are elements 

management control system), while bonding costs are related expenditure that aim at align agent 

interest with principal e.g. bonus incentive. The residual costs are all other costs incurred as 

consequence of lack of congruence between the principal and the agent. 

 Despite the existence of monitoring and bonding strategies, Jensen and Meckling (1976) argue 

the existence of trade off relation between the monitoring and bonding cost such that an increase 

in monitoring activities or cost enhance principal ability to observe and arrest any opportunistic 

behavior on the part of agent, thereby reduce the need to incur more bonding costs. The key idea 

and of course prediction of the theory as depicted in table 2.2.1 is that a decrease in agency cost 

i.e. residual cost is favourable and this result in an improved organization performance.  

Despite the relevance of the theory as a complementary organization theory, Hamsh (2006); 

Baiman (1990) and Macintosh (1994) identify two relevant dimensions of its criticism: 

endogenous and exogenous criticisms (both relating to methodological issues and fundamental 

validity respectively). According to these authors, endogenous criticism entails the followings: 
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i. The theory attributed opportunity behaviour to agent only, neglecting the fact that the 

principal may also be involved in this kind of behaviour after the contract has been 

sealed. However, Agruarawal (2002) in response to this criticism has introduced the 

concept of double moral hazard in their researches. 

ii. The theory assumed the existence of one principal and one agent in a contractual 

relationship but organization in reality has to cope with multiple agents. This issue 

has also been addressed through adoption of multiple agent model (Kienser, 2002). 

Indeed, Hutzschenreuter (2009) addresses this issue through the incorporation of 

social control theory in his work. 

iii. The agency is concern with individual negotiated contract and failed to look at 

externally imposed contract such as regulatory impact of government. 

In relation to exogenous criticism, issues raised are: that the possibility of lack of respective skill 

is not covered by the fundamental assumption of the theory since it only dwell on willingness or 

shirking as only cause of dysfunctional behavior on the part of agent (Miller, 1995). 

Furthermore, Merhovel (1999) observes that the theory focuses on contractual disadvantage in 

the form of agency cost, ignoring or neglecting the benefit of the contractual relationship. 

Despite of all these criticisms, many empirical studies in accounting research such as Seow 

(1999), Dutta and Reicheistam (2003), Badenius and Melumao (2002) have adopted the 

prediction of the theory in the discussion their findings. 

2.2.2 Social Control Theory 

Hopwood (1976) raises an argument on the limitation of administrative and accounting control 

device as control mechanism of human behavior. This argument may be attributed to the 

existence of social relationship in a group. In effect, the mechanisms resulting from social 

relationship are the elements of social control theory (Hutzschenreuter 2009). O’Reilly (1989) 

asserts that shared pattern of believe and expectation in the group accounts for the development 

of norms that shaped the behaviour of individual and group is the basis of social control process. 

Turk (1981) is of the view that the effect of social control process tends to influence individual 

by ensuring his/her behavior are to conform to the group. Hopwood (1976) also argues that 

group may exert pressure to the extent that individual member acts in accordance with the group 

shared value. Social control theory is based on key assumption: i. there exists in a work place, 
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the necessity of social acceptance and human recognition (ii). Individual member of the group in 

organization is expected to drop certain part of his/her norm or values. The first postulate implies 

that individuals or employees do behave in the sense of social man not as the homo-economicus 

as argued in the agency theory (Steinmamn & Scheeyogg, 2005). The second assumption gives 

insight into the fact that social control affects person behavior where there is an existence of 

shared value -cultural and organic control mechanism in this aspect- (Hutzschenreuter,2009). 

Based on the foregoing assumption, the main idea of social control is that through the social 

regulatory effect (cultural control), individual can adjust his personal value and believe, learn, 

adopt and internalized the group value and in effect identifying himself with the group value 

(corporate culture). Therefore, the prediction is that individual conformity with shared value 

(organization culture) is expected to improve motivation and indirectly impact on outcome or 

performance. 

2.2.3 Contingency Theory 

The inception date of the term “contingency theory” is not known as claimed by Donaldson 

(2001). But Budapest (2012) affirms that the term is first mentioned in the literature by Lawrence 

and Lursh (1967). The theory is a response to the stand of Tailor, Frayol and Webber’s 

disposition to the universally applicable organization management principles or techniques 

Budapest (2012). The theory mainly assumes that a general strategy, structure, management 

practice (management control system inclusive) applicable to all organization does not exist. It is 

therefore suggests that according to Ezzemel and Hart (1987) “the best way to organize is 

contingency-specific to circumstance that the organization find itself”. In similar view, Baranyi 

(2011) is of the opinion that the theory assumes different circumstances required different 

organization arrangements. Dobak and Antal (2010) argue that the contingency theory is 

expected to explain the differences between organization arrangements and practices. 

Soobaroyen (2007) affirms its prediction of an interaction between management control system, 

contingency variables and organization performance. This is in line with Hlay’s (1980) argument 

that organization performance is achievable if there is “fit or match” between control mechanism 

and control factors that affecting particular organization. 
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Contigency theory has also received knocks from the exogenous and endogenous perspectives. 

Accordingly, Hopper and Powel (1985) criticised that the theory portraits management practice 

in technical role and disregard other discretion process by the decision makers and how value, 

believe and ideology influence choice. Dobak (2006) also identifies imperfection of the theory to 

be too mechanical by ignoring the possible choice opportunity of the organization. Budapest 

(2012) however, affirms the deterministic viewpoint of the theory by allowing for the change in 

the contingency factors. Earlier, Meyer and Rowan (1977) argue that the existence and 

interaction of organization form and procedures may also informed by political and symbolic 

reasons. Chenhall (2003, p.157) also is of opinion that “there is no single contingency theory but 

a variety of theories that seek to explain the condition”. 

 Notwithstanding the above criticism, contingency theory has well been adopted in many 

empirical works of Clarkson, King & Wallace (2016); Dropulic (2013) and Bedford & Malmi 

(2016). 

2.2.4 Institutional Theory 

There is various institutional theories ranging from old institutional economy, new institutional 

economy to new institutional sociology (NIS), but this study focuses on new institutional 

sociology because its prediction and assumption bears relevance to this study. 

Institutional theory emerged, according to Moll, Burns and Major (2006) out of opposition 

towards the dominant rational actor perspective. Earlier argument of Meyer et al., (1977) on the 

choice of organization being informed by political or symbolic reasons aligns with this assertion. 

Moll et al., (2006) affirm the existence of numerous institutional approaches with a branch area 

of organization study relevant to accounting research. As earlier defined in sub-section 2.1, 

institutions comprise of cognitive, normative and regulative structure, an activity that enables 

stability and meaning to social behaviour. The careers of institutions are culture, structure and 

routine (Scott, 1995). 

The basic assumption of NIS theory is that intra organization structure and procedures including 

accounting, are largely shaped by external factor (institutional rather than cost minimizing 

objective). Thus, organization which operate in a similar environment settings are assume to be 
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subject to comparable demand towards what is generally deem appropriate behavior including its 

choice and design of internal structure and procedure (Moll et al., 2006). 

Scott and Meyer have earlier explained the insight of new institutional sociology to contend with 

the fact that organization environments are featured with extensive rules and requirements to 

which each individual organization must conform with for them to enjoy support and legitimacy. 

Thus, organization performance and of course survival is much related to both technical 

efficiency and institutional legitimacy (Sooboroyen, 2007). This conformity, according to 

Deephouse (1996), is achieved through isomorphism (the term as earlier described in section 

2.1).  

Moll et al., reveal that the recent criticisms of NIS stem from being too micro-focus and thus 

required greater integration with macro explanation. Collier (2001); Modell (2006); Burn (2010) 

are influential efforts to close the macro/micro gap. The theory enjoys prominence as it has been 

applied in Accounting Discipline such as Hussain & Hoque (2002); Modell (2003); Burn& 

Scapen (2000). 

2.3 Empirical Studies 

This section reviews previous research evidences on the usage level of accounting and non-

accounting controls system and their impact on performance. 

2.3.1 Usage Level of Accounting Control System and Performance 

2.3.1.1 Studies on Developed Countries 

Research efforts on MCS have been carried out on individual element of Accounting Controls 

System such as budgeting, Economic Value Added and Hybrid performance measurements such 

as Balanced Scored and their relationship with organization performance. Previous studies in 

developed countries are much available in the literatures. 

In relation to budgeting, Hopwood (1972) works on the use of budget in evaluating performance 

perhaps encourages research on budget use as a control devise. Since then, research outcomes  

abounds with supporting and contradictory conclusions. For instance, Otley (1978) concluded in 

his research on budget use and managerial performance that there is a relationship between 
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budget style and accuracy of budget estimates. Similarly, Merchant (1981) conducts a study to 

find “how differences in corporate-level budgeting systems are related to corporate size, 

diversity and degree of decentralization”. The questionnaires dealing with budget-related 

behavior and attitudes were mailed to nineteen organizations in the electronics industry (in total 

201 identified managers). Firstly, his results show that, larger, more diverse firms tend to use 

more formal sophisticated budgeting. In contrast, smaller firms tend to rely less on formal 

budgeting. Secondly, Merchant points out that budgeting, including more formal and greater 

sophistication of budgeting process, appears to have a stronger relationship to good performance 

in the larger firms, than in the smaller firms.  

Mia (1989) conducts a survey among six companies operating in New Zealand to test the impact 

of budgetary participation on managerial performance. All the six firms in his sample have the 

same number of employees, between 100 and 1500. His study reports a positive relationship 

between participation and managerial performance when the level of perceived job difficulty in 

firms is high. In the extensive literature review conducted,  Shield and Young (1993) identify 

three sets of antecedent conditions: desire to improve individual attitudes, behavior and 

performance, reinforcing a particular culture and providing a mechanism or organizational 

learning, as basis for the adoption participative budgeting as management control mechanism. 

 

 Contrastingly, other studies argue that the BPP relationship has a weak or even negative impact 

on managerial performance (Milani, 1975; Bryan & Locke, 1967). For example, Dunk (1990) 

investigates the impact of budgetary participation on managerial performance by distributing a 

mail questionnaire to 30 randomly selected organizations in the north of the United Kingdom. He 

finds that higher participation leads to lower managerial performance. He explains that this 

negative result might have been caused because, in participative budgetary settings, subordinates 

can manipulate the process to obtain easier operating budgets, which in turn leads to lower 

managerial performance. 

In another form, Van der Stede (2000) reports evidence of spillover effect of budgetary control 

style on manager short-term orientation through survey data obtained from 153 business unit 

general managers in Belgium and analyzed through structural equation model. In addition, the 

study also revealed that business unit performance and competitive strategy may have effect on 
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the type of budgetary control style and its behavioral consequence. This finding amplifies the 

limitation of over reliance on accounting control system. 

 

 Other studies have also reported positive impact of budget on performance. For instance, 

Wijewardena and De Zoysa (2001) conducts a qualitative research among 473 manufacturing 

SMEs in Australia to examine the impact of financial planning and control on performance. They 

classified all firms in the sample into medium-scale firms and small firms. About 80 percent of 

sample firms belong to the small industry category and 20 per cent of sample firms are in the 

medium-scale category. The formality of budgeting planning and budgetary control in their 

sample differ between small and medium-sized firms, based on their report. King, Clarkson and 

Wallace (2010) report evidence of positive relationship between business performance and 

written budget based on the responses from members of the Australian Association of practice 

managers. Data from the responses was analyzed through multiple regression techniques. 

 

 Positive impact of behavoural use of budget has also been reported in the literature by 

Marginson and Ogden (2005)  conduct a study on the effect of role ambiguity, leadership style, 

expectation of superior, occupational socialization on budget commitment, and the effect of 

budget commitment on managerial performance. Using mixed method approach in which 

quantitative results were used to complement qualitative evidence obtained from a UK 

communication company, the study revealed, where the role ambiguity was on the high side, it 

has an overriding effect on budget commitment than where the manager’s is less ambiguous. In 

addition, budget commitment was reported to have positive impact on managerial performance. 

Similarly, Silva and Jayamaha (2012) report that budgeting practices or budgetary control 

practices impact on organization performances.  

Research efforts on performance measurement are concerned with the use of financial and non-

financial metrics to motivate employyes. Nitin and Mahto (2013) in their review of current 

trends of application of ABC, assert its importance to include: provision of accurate cost data 

that improve strategic direction, reflect real company performance and expose managers to those 

factors that drive costs. Earlier studies such as Cooper (1991); Kaplan (1992); Merz and Hardy 

(1993); Barthick (1995); Caroli (1996); Cooper and Kaplan (1998); Narayannan and Ratna 
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(1999) have reported the impact of ABC on the improvement product cost calculation and 

enhance cost controls. 

 Empirical evidences are available with respect to adoption and implementation of Balanced 

Scorecard (BSC) as hybrid measurement systems and its impacts on organization outcomes. For 

instance, Madsen and Stenheim (2015) classify studies on the adoption and diffusion of BSC into 

supply-side and demand-side. The supply side relates to actors like consulting firms, professional 

organisations, business schools and public sector agencies aiding the diffusion of BSC into 

practice. Benders and Aubel (2002), Ax, Heusinkveld and Bjornenak (2005), Bream, Bender and 

Heusinkveld (2007), Modell (2009) and Madsen and Slatten (2013) are studies whose findings 

reflects the activities of these supply-side agents as important drivers of BSC diffusion into 

practices. In specific term, Ax, Heusinkveld and Bjornenak (2005) investigated how the concept 

of BSC was communicated in the business media and conferences to Swedish firms. They 

confirmed that local consultants adapt BSC in a way that fit local markets. The demand-side 

studies concern with the rate of adoption by users. In this regard, Rigby and Bilodeav (2007) 

conducted a survey of large companies’ managers worldwide with the 66% of the respondents 

claimed to have been adopting BSC as management tools.  

The studies of Madsen and Stenheim (2015), Malmi (2001) among others relate to the 

motivational factors behind the adoption of financial and non-financial measurement system as 

well as hybrid systems .The adoption of management tools like BSC, ABC and other 

management tools cannot be without reasons. Researchers have advanced two types of 

explanations: economic reasons and institutional or social reasons (Madsen & Stenheim, 2015). 

Malmi (2001) conducts a semi-structured interview among 17 organizations in Finland to elicit 

reasons behind the adoption of BSC, the study identified: translation of strategy into action, 

management of organizational changes, and implementation of quality programme, response to 

managerial fashion and abandonment of traditional budgetary control. Similarly, Madsen (2013) 

surveyed 39 managers of Scandinavian organization and found the need to improved process 

relating performance measurement, budgeting, and strategy as well as organization politics and 

changes as motives for the adoption of BSC. These findings suggest that economic and 

institutional or social reasons are not mutually exclusive.. 



44 

 

Expectedly, organizations or entities adopt management techniques to improve business process 

and other activities that could drive effectiveness, efficiency and in broad term, performance. 

The effects of BSC on organization outcome have also been an empirical research agenda. 

Braam and Nijssen (2004) argue that the effect of BSC use is related to how BSC is understood 

and interpreted. They are of the opinion that, there may be performance differences  between an 

organization that use BSC as a performance measurement and the  organization adopt it as a 

strategic management system. Lucianetti (2010) reports that BSC’s strategy map usage enhance 

organization performance. Madsen et al., (2015) affirm that the utilization of strategy map assist 

manager to visualize the organization strategic goal and in effect give a clear means of achieving 

the goal through the assumed causal relationship. 

Economic Value added (EVA) is another financial measurement systems widely adopted in 

recent time. It was developed as an overall performance measure with implicit aim to influence 

manager’s mind in the pursuit of shareholders values. Bearing this in minds, researchers have 

been conducting studies on how EVA is being used as accounting control technique. For 

instance, Otley (1999) argues that EVA, as a performance management technique or MCS 

technique, is relatively not strong for the evaluation of actions used by managers in the pursuit of 

organization objectives.  

McLaren (2005) also conducts a case –study investigation on the implementation of EVA 

business philosophy in New Zealand. The results indicated that the technique is a benefit sharing 

mechanism after capital providers have been recognized. However, the finding affirms the use of 

traditional measures still persists. On this verge, one may argue that the combination of 

management control techniques in driving the organization objective seems acceptable among 

companies. Furthermore, the study gives evidences on the inability of EVA to eliminate peculiar 

problems (Short-termism, real investment option and economic dependence) of decentralized 

organization and that conflict of interests still exists among the adopting firms. 

 Similarly, Drury and Shishini (2005) conducts a survey study on the use of financial and non-

financial measures in evaluating managerial performance. According to the result, only 9% of 

surveyed participants rank EVA as the most important measures. The study also gives evidences 

that EVA is hardly use as a method of evaluating divisional manager. 



45 

 

Incentive systems are forms of reward and compensation of which research findings have also 

indicated their impact on performance both at individual and organization level. Leonard (1990) 

investigates incentive plan of 439 large US enterprises with finding that return on equity of 

companies using long-term incentive plan increases significantly than companies with no such 

plan. Bhargava (1994) conducts a study on the compensation system on large manufacturing, 

construction and retail firms. The study shows that profit-sharing programme has a small positive 

effect on the financial performance. Hiltrop (1996) reveals the influence of an incentive-based 

compensation system on product quality and firm performance. Similarly, Yao (1997) reveals, in 

his empirical investigation of 400 state-owned enterprises in China, the impact of incentive 

system on the productivity growth of the organizations .At individual level, Bonner & Sprinkle 

(2002) affirm the conclusion of Atikson, Banker, Kaplan, young (2001) that monetary incentives 

can serve as method for motivating and improving performance of person using accounting 

information.  

In contrast, Camerer and Hogarth (1999), Young and Lewis (1995) reveal that monetary 

incentives are not often improve performance because of its varying effects on efforts. Consistent 

with this view, Aston (1990); Libby and Lipe (1992); Tuttle and Burton (1999); Sprinkle (2000) 

are with mixed results on the individual performance effect of incentives as accounting control 

techniques. 

2.3.1.2 Studies on Developing Countries 

Use of Accounting controls mechanisms to collect information on subordinate activities and 

motivate them, though not very much in the literatures, are also available in less developed 

countries. Siyanbola (2013) reports that budgeting practices or budgetary control practices 

impact on organization performances. Other research efforts have also investigated the impact 

participative budgeting on firm-wide performance, managerial performance and goal 

commitment. In this direction, Mathew (2014) reveals a weak positive relation between 

participative budgeting and managerial performance as it was earlier reported by Radiah and Ida 

(2012) in a survey study carried out in the public sector of Malaysia. Osama, Mohammed and 

Abdulhadi (2013) test the performance differences of individual who participate in budget 

preparation and individual who do not participate with a finding and conclusion that performance 

indicator of participating individuals are more better than non-participating individuals. We may 



46 

 

comfortably infer from this particular study that participative budgeting is an element of MCS 

design to influence employee to pursue organization objective. In line with this argument, Shield 

and Young (1993) has identified three sets of antecedent conditions: desire to improve individual 

attitudes, behavior and performance, reinforcing a particular culture and providing a mechanism 

or organizational learning, as basis for the adoption participative budgeting as management 

control mechanism. 

In line with the trends of findings, Shaban and Mazhar (2014) conduct a survey on the benefit of 

ABC among companies in Allahbad, India with evidences that it improve product cost 

calculation and cost control. Incentive systems are forms of reward and compensation of which 

research findings have also indicated their impact on performance both at individual and 

organization level. Empirical evidences are also available on accounting control systems and 

performance in Nigeria. The evidences are reviewed in the below sub-section. 

2.3.1.3 Studies on Nigeria 

 The relationship between behavioral use of budget and performance has been empirically 

examined within Nigeria shore. Osundina and Osundina (2012) conduct a survey study on the 

effect of budgeting process and performance of Food and Beverages listed manufacturing 

companies. The responses from the survey were analysed through regression techniques with 

finding that budget process has significant effect on performance. The study measures budget 

from dimension how it is being used for planning, communication participation and control, 

while the performance was measure on the basis of shareholder wealth. Joshua and Ahmed 

(2013) also engage in a research similar to Osundina et al. (2012). In their own study, 

effectiveness of budget in performance measurement is examined in Nigerian hotel industry. The 

result of the survey research showed that budget is actually use as a performance measurement 

tools in the industry but need to be articulated. The study makes use of 12-items question to 

measure budget use. Siyanbola’s (2013) finding on the use of role of budget as a tool that guide 

firm to evaluate goals and objectives affirms the preceding findings of behavioral use of budget. 

The study focus one single manufacturing company listed in Nigeria stock exchange. 
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Careful analysis of all the instruments used by the reviewed studies indicates that little or no 

emphasis was stressed on how budget are being used as communication tool to inspire 

subordinate. 

Another study that has investigated the behavioral use of budget is that of Oluwalope and 

Sunday (2017).They investigate the relationship between budget participation, organization 

commitment and managerial performance. The study also uses primary data collected from 192 

managers and employees of the five listed companies to establish the effect of budget 

participation on performance. Budget participation is measured through 7-items questions while 

managerial performance was proxied with 3-item question. 

 Research evidences available on cost control as an element of accounting-based MCS do not 

actually focus on how cost controls are being used to monitor all tasks carried out by 

subordinate. For instance, Oluwagbenga, Adeoluwa and Zacheaous (2014) investigate the 

relationship between cost management practices and firm performance in the manufacturing 

organization. Using 5-year secondary data from 40 manufacturing companies listed in the 

Nigeria Stock exchange, the study shows that a significant positive relationship exist between 

cost control  and performance. Cost control is measured from dimension of cost management 

practices of direct material, direct labour and administrative overhead while performance is 

proxied with operating profit. It is obvious that the study is purely quantitative without element 

of behavioral dimension of cost control. 

 On the other hand, Asogwa and Etukafia (2017) conducted a study on cost control practice in 

Nigeria Public Universities. The study examined the cost control measures and their ability to 

enhance fund management. The quantitative analysis carried out revealed the weakness in the 

cost centres but show a strong significant positive relationship between fund management and 

cost control measures. Similarly, behavoural dimension of cost control is not stressed in this 

study. This trend was is reflected in the study carried out by Akeem (2017). The study 

investigates the application of cost controls and cost reduction on performance through a 

descriptive survey method. The responses from fifty (50) respondents analysed through 

regression analysis reveal evidence of significant positive relationship cost control measures and 

organization performance. 
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In relation to hybrid measurement or measure of diversity, empirical studies focused on 

determinants, awarenesss level, and usage level of balanced scorecard (BSC) in Nigeria. Esther 

(2013) conducts a study on the usage level of BSC among Nigeria quoted companies and its 

relationship with performance. The study reveals that few prominent companies listed on Nigeria 

Stock Exchange use BSC. The trend indicates that performance appraisal system has not been 

entrenched by majority and could not been linked to profitability, growth and other performance 

indices. Owolabi, Adetula and Taleatu (n.d) also confirm the low level awareness on BSC among 

Nigerian SMEs. Similarly, Patrik, Blessing and Gloria (2015) conducts a study on how the use of 

Activity-based costing (ABC) and balanced score card provide managers with information on 

performance measurement. The study’s objective was achieved through a survey design. The 

result of the multiple regression analysis actually revealed a significant impact of ABC on BSC 

use. 

On the determinant of the adoption of BSC, Oghuvwu and Onoye (2016) observed that BSC in 

developing countries was at infant stage. Using contingency theory, the study affirmed that firm 

size, attitudinal factors, top management support, organization culture and environmental factors 

influence the usage level of BSC. While on the performance effect of BSC, Okoye, Odum and 

Odum (2017) investigated the effect of BSC on firm value. The study employed secondary data 

obtained from annual reports between the periods of 2011-2015. Based on the results of multiple 

regression analysis, finding showed that firm with low business process perform significantly 

better than firm with high business process. 

Empirical evidences are also available on the effect of compensation, an accounting-based MSC, 

on performance. From Oladipo and Adebisi (2008) who examined the effect of instristic and 

extrinsic reward on employees’ productivity using primary data collected from 280 staff of 

University of Lagos. The results of the regression analysis indicated the existence of positive 

relationship between workers’ productivity and extra reward. Findings from the study carried out 

by Ude and Coker (2012) also reveal a link between incentive schemes, employee’s motivation 

and productivity in an organization. The study employs a desk research method to obtain 

numerous empirical findings that confirmed the existence of positive relationship between 

incentive scheme and employee’s productivity. 
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There is also empirical evidence from qualitative research carried out by Ejumudo (2014) on the 

impact of pay reward system on staff performance in Delta State. Using a focus group technique, 

finding showed that the incongruence of pay reward system negatively impacted on staff 

performance. Although the study of Olanye and Eyela (2015) employs quantitative method, its 

finding is similar to that of Ejumudo (2014).The researchers use survey data collected from 500 

randomly selected employee from 20 randomly selected organization and analysed through 

regression analysis to show a positive effect of  reward system, such as promotion, bonus pay 

and employee recognition, on employee motivation. A cross country study conducted by 

Catherine (2016) revealed evidence of variation in productivity of 344 and 237 agricultural 

scientists in Nigeria and Ghana explained by incentive system. Other factors identified to 

explained variation in productivity were educational level, year of experience, perceived 

adequacy of funding and physical and human resources. 

2.3.2 Non-accounting control system and performance 

2.3.2.1 Studies on Developed Countries 

Research evidences on the use and impact of non-accounting controls on organization 

performance cut across discipline of behavioral management accounting and human resources 

management. Relevant studies such Jaworski, Stathakopoulos and Krishman (1993) observe the 

use of behavioral control as part of control combination and found no significant effect of 

behavioral/action control usage on individual performance of marketing managers. Snell and 

Youndt (1995) examines the relationship between human resources management (HRM) control 

used by management and firm financial performance proxy by Return on Assets and sale growth. 

The result indicates administrative control impact positively on firm performance. In similar 

vein, Liao (2006) conducts a study on Taiwanese companies human resources management 

practices and found a positive effect of administrative control use on company performance. 

Davila and Foster (2007) in their study of the adoption MCS, evaluates portfolio of MCS of 78 

early-stage start-up companies found the earlier –stage adopter of administrative control in their 

life-cycle experienced more success than late adopter. 

Organization may also implement action/behavioral control through the use of feedback system, 

administrative mode of communication such as work rules, policies and procedures, company 
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code of conduct (Merchant & Van der Stede, 2007). Munstermann, Eckhardt and Wetzel (2010) 

examine the impact of business process standardization on firm performance. The study 

observed a significant impact on process performance particularly on process time, cost and 

quality. 

Merchant et al., (2007) argue that personnel controls grounded on employees’ natural disposition 

to motivate or control themselves. They identify three major means of implementing personnel 

control similar to an aspect of administrative control: selection and placement of employee, 

training and job design with provision of necessary resources. Empirical evidences on these three 

methods of implementing personnel control are many in the field of human resources 

management. Recent empirical studies such as: Shonin, Gordon, Dunn, Singh & Griffiths (2014); 

Kim and Ployhart (2014) and Georgiadis and Pitelis (2016), on  personnel control also support 

the thesis that staff selection and training have direct and interactive influence on firm 

performance. Furthermore, Fu and Deshpande (2014) examine direct and indirect relationship 

between caring climate, job satisfaction and organization commitment and job performance. 

Using structural equation model (SEM),the study shows that caring climate had a significant 

direct impact on job satisfaction, organization command and job performance. 

In relation to cultural control, Merchant et al., (2007) assert that managers struggle to entrench 

organization culture through code of conduct, mission statement, group rewards, and intra-

organizational transfers, physical and social arrangements. Studies on corporate culture as an 

instrument of influencing behavior and its impact on organization performance are not many in 

recent time. Previous research such as Marcoulides and Heck (1993) examine the effect of 

organization culture on performance. The study used methodology of SEM to reveal the impact 

of organization on firm performance. Specifically, evidence on of   effect of work altitude on the 

firm performance was reported in the study. Similarly, Ogbanna and Harris (2000) conduct a 

study on an established organization with a finding that dimension and type of organization 

culture and leadership style significantly influenced performance of a firm. In addition; Xenikou 

and Simosi (2006) observe a significant relationship of achievement and adaptive orientation to 

business unit performance. Bart and Baetz (1998) argue that incorporation and acceptance of 

mission in an organization will improve or impact performance. In line with this assumption, 

Chenhall, Hall and Smith (2008) in their study of social capital and management control, find 
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that satisfaction with mission statement, as a means of reflecting norms, value and purposes of 

organization, was significantly associated with performance.  

 Empirical evidences have also confirmed the impact of knowledge sharing culture on job 

satisfaction. In specific term, Trivellas, Akrivouli,Tsifora and Tsoutsa (2015) revealed a finding 

of how knowledge-sharing working environment lead to achievement of higher job satisfaction 

and subsequently  effectiveness as a result of strengthened general competencies .Other related 

studies on cultural control investigate how corporate ethic contribute to firm financial 

performance and collective organization engagement. Chun, Shin, Choic and Kim (2011) reach a 

conclusion through a survey research that collective organization commitment and interpersonal 

organization citizen behavior interact with corporate ethics to affect firm financial performance. 

Barrick, Thurgood, Smith and Courtright (2015) test a theory of collective organization 

commitment in a sample of 83 firms and provided evidences that collective engagement mediate 

the relationship between motivating work design, human resources management and CEO 

transformational leadership and firm performance. 

 2.3.2.2 Studies on Developing Countries 

Few evidences on the use of Non-accounting controls to achieve goal congruence and enhance 

performances are available in the literatures. Mission and vision statements have been 

investigated as non-accounting control techniques in developing countries. Denbi (2012) 

examines the potential impact of mission and vision statement on employee behaviors and 

attitudes in public but profit-oriented tertiary institutions in Ghana. Based on the survey of 120 

employees, the findings reveal that most of the employees have low level of knowledge about the 

components/contents of the statements. The respondents see ownership as pre-requisite for the 

statements to impact on their behaviors and attitudes. Similarly, Babnik,Dermol and Sirca (2013) 

investigates the function of mission statement in guiding employee’s behavior from cultural 

control perspective in Slovenia. Using content analysis, the study identified five associated 

organization’s orientation-concern for stakeholders, orientation towards stability, orientation 

towards cooperation and innovation, and development and growth. Furthermore, the conducted 

interview confirmed mission statement’s role in communicating declared organization culture.  
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Other forms of non-accounting controls that have been independently studied are training and 

induction. Sung and Choi (2014) examine the effect of training and development on organization 

innovation using time-lagged multi-source data collected from 260 Korean companies. The 

results reveal that corporate expenditure for internal training predicts interpersonal and 

organization learning practices which in turn increased innovative performance. Similarly, in 

West African sub-region, Atwi, Opoku, Seth and Margret (2016) examine the impact of training 

and development, performance appraisal and internal communication on employee performance. 

The study provides evidence of independent variables explaining ninety eight percent (98%) of 

the variance in employee performance. Specifically, internal communication had a strongest 

relationship with employee performance. The study employed multiple regressions to analyse the 

collected data. Few empirical studies on non-accounting in Nigeria are reviewed below. 

2.3.2.3 Studies on Nigeria 

Studies on mission and vision statement have also indicated its impact on employee performance 

and of course overall organization performance. Unyimadu and Obi (2011) evaluate the 

completeness and quality of an organization mission statement. Using nine-item mission 

statement evaluation scale to obtain quantitative data that was regressed on organization financial 

performance, the study revealed a significant positive relationship between the completeness and 

quality of mission statement and organization financial performance. Adegboyega and Olusanya 

(2016) also examine the effect of mission and vision statement on business performance in 

Nigerian insurance industry. The study reveals a week positive relationship between bold display 

of mission statement and organization performance aspect of profit making. The contradictory 

findings of these studies may be as a result of different research design employed. The former 

used secondary data while later employed perceived primary data. However, the conceptual 

analysis of the role of a well-crafted mission and vision statement by Akeem, Alani & Edwin 

(2017) support the finding of Unyimadu et al., (2011) that mission and vision statement as a non-

accounting control system has the capacity to influence employees in their day-to-day activities 

and assist in the attainment of organization goals which in turn lead to overall organization 

performance. 

Organization structure as a form of non-accounting control system has also been studies to reveal 

its influence on employee behaviors and overall organization performance. Maduenyi, Oke, 
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Fadeyi and Ajagbe (2015) conduct an extensive review on previous empirical studies on the 

impact of organization structure on organizational performance and observed that organization 

structure, to a large extent, contributes to organization performance. Thomas’s (2015) survey 

study of the effect of organization structure on job satisfaction also show a positive correlation 

between organization structure and optimum job satisfaction in Nigerian financial sector. 

Similarly, Shabbir (2016) employs questionnaire survey to test the relationship between 

organization structure and employee’s performance of brewing firms in Nigeria. The result of 

correlation and t-statistics confirm that nature of hierarchical layers has significant positive effect 

on employee performance. The study specifically reveals the significant positive effect of 

formalization on employee performance. Okafor, Kalu and Ozioma (2017) study of 279 

respondents selected from Nigerian manufacturing companies also indicated similar findings that 

organization structure impact positively on the performance of pharmaceutical firms. The general 

trend on the role of organization structures as non-accounting control techniques shows that, a 

well-formalized organization structure affect performance of employees and overall performance 

of organization. 

In relation to orientation as a form of socio-cultural control system, Salau and Falola (2014) 

examine the main attitude of workers towards induction/orientation to work, and the effect of the 

induction on employee commitment. The descriptive study reveals the significant influence of 

induction on employee attitude and behavior towards organization effectiveness. 

It is also important to stress the weakness observed in the way and manners all the non-

accounting control variables are being operationalized to capture the dimension of using these 

variable to achieve goal congruence and enhanced performance of the subordinate. To a greater 

extent, all the reviewed studies did not actually measure these non-accounting variables from 

behavioral dimension that actually represent the functionality of the control elements. 

2.3.3 Combined use of Accounting and Non-Accounting Control System and Performance  

2.3.3.1 Studies on Developed Countries 

Otley (1980), Macintosh and Daft (1987) have argued for the contextualization of MCS 

operating as a package of inter-related components. In response to their argument Speckle (2001) 

echoes a serious concern over the reductionist nature of MCS research approach. Similarly, 
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Chenhall (2003) affirms that research practice in the area of MCS focused on accounting-based 

control with few research efforts focusing on the contemporary use of both accounting controls 

and non-accounting controls system. 

In response to these criticisms and call for a broader perspective on the complementary or 

combined use of MCS components, Alverson and Kavernena (2004) investigate varieties of 

MCS in used in a large management consulting firms. The study observed that the company 

operates accounting control components and non-accounting control components. The study also 

reveals how control components assisted the company in achieving corporate objective through 

employees’ compliance with organization strategic policies. Ford and Greer (2005) examine the 

relationship between commonly employed management controls and implementation success. 

Based on the survey of 80 managers in 22 0rganization, the study supported its hypothesis that 

performance measurement and reward system as element of accounting controls system are 

significantly lower in use than most other element of management controls system in the 

implementation of planned change. Existence of significant relationship between the use 

management control system package and achievement of effective change was also reported. In 

this study, Management control system package was proxy by performance measurement, 

reward, outcome monetary, action planning, skill development and communication. The research 

work considerably aligned with the concept of MCS as a package. 

Recent studies on MCS package have been carried out in different dimension. Some studies 

investigated the enabling and mediating role of MCS while others examine its impact on 

organization outcomes. In relation to the former, Chapman and Kihn (2009) investigate the 

enabling role of management control system on perceived system success and business unit 

performance among Finish companies. The evidence obtained from 300 business unit senior 

manager through a survey questionnaire supported the study’s positive expectation that: 

enabling-repair MCS, enabling-internal transparency MCS, enabling-global transparency MCS 

and enabling-flexibility MCS broadly have positive effect on perceived system success and 

business unit performance. The study employed partial least squares techniques to obtained the 

quantitative evidence. Similarly, Kleine and Wiesenberger (2013) investigate whether the 

relationship between top management’s leadership style and organization commitment are 

mediated by the use of formal (accounting) and informal (non-accounting) management control 
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elements. Survey data from random Sample of 294 managers of German firms was analyzed 

using Structural Equation Model (SEM) with the results that informal control (culture) act as 

hinge through which top management is able to positively transmit leadership behavior and 

affect the development of organization commitment. In addition, the study shows that the direct 

effect of leadership style on organization commitment is weak. Thus, positive effect styles are 

largely due to the current use of management control system package. In essence, the study 

demonstrate the mediating role of MCS in translating leadership behavior into organization 

commitment .The study adopted the framework of  Merchant et al., (2005) to operationalize 

MCS. Specifically, Results (accounting) controls, Action/behavior, personnel and cultural (non-

accounting) controls were used to measure MCS package. These works did not also contradict 

notion of MCS package. 

There are other studies whose methodology is fairly similar to Kleine et al., (2013) in term MCS 

conceptualization and measurement. These are Verbeeten and Spekle (2015), Obinozie (2016), 

Lopez-Valeinas, Gomez-conde and Lunkes (2017) and Samagio, Crespo and Rodriques (2017) 

and Wald and Gleich (2018). Verbeeten and Spekle (2015) empirically examine the OECD-New 

Public Management argument that the effects of control structure choice on performance are 

mediated by the orientation on results. The study conducts quantitative analysis on the responses 

obtained from 96 senior financial manager of municipalities in Netherland through Partial least 

square (PLS) and  finds that the various use of performance measurement system are positively 

and significantly associated with both result oriented culture and performance. However, 

findings at variance with OECD-NPM argument was  observed. In essence, reliance on rule and 

procedures also contribute positively to the organization orientation and performance while 

decentralization was not correlated with either of the outcome variables. Marginal significant 

positive direct effect of monitoring on organization performance is also reported. Overall, the 

study provides little support evidence to the OECD argument on New public management with 

emphasis on the use of result (accounting)oriented control. Thus, this study offers evidence on 

the role of administrative (non-accounting) controls to the survival of an organization. MCS was 

comprehensively measured using Monitoring, incentive, strategic decision making, attention 

focus, operational decentralization, and rules and procedures.  
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Though the measurement of MCS in Obinozie’s (2016) study is relatively narrow compare to 

verbeeten et al., (2015), the two studies reported similar findings. Specifically, Obinozie (2016) 

addresses the perceived relationship among management control system, business strategy and 

organization performance in US minority –owned manufacturing business. Responses of 1000 

managers to questionnaire, analyzed through the use multiple regression analysis revealed  

evidence of significant positive relationship between MCS(Financial and non-financial ) and 

performance in differentiation-strategy firm while in low-cost leadership firms, positive 

relationship between MCS and performance was also observed but not significant. The  study 

failed to consider the some important element of non-accounting controls such administrative 

controls and cultural control as part of MCS which may affect the effectiveness of the study 

model in predicting the relationship between MCS and Performance as argued by Chenhall 

(2003). 

Lopez-Valeinas, Gomez-conde and Lunkes (2017) also narrowly measure MCS in their study on 

how ownership, professional, type of contract, gender and tenure can condition employee 

reaction to MCS in case of three layer hospitals in Brazil. Responses from 100 personnel cut 

across Physicians, Pharmacists, Nurses and Administrative staff were analysed using ANOVA. 

The results revealed that the reactions to MCS were significantly different according to 

ownership structure, professional group and type of contract but no significant evidence was 

reported for gender and tenure. In essence, this evidence affirmed the need for MCS design 

based on contingencies at business unit level of any organization. This study also suffer a set 

back because of its reductionist approach as argued in Contingency–based MCS research. 

Specifically, the study used only Budget and balanced scorecard as Proxy for MCS. 

Although Samagio, Crespo and Rodrigues (2017) study  how different causal condition related to 

internal and external contingencies factors  explain the use of MCS, It relatively uses a broad 

measure to proxy MCS. It also fails to consider cultural controls as part of MCS elements. Using 

cluster analysis and Fussy-set Qualitative comparative analysis (FsQCA) as methods of 

analyzing the survey data collected from 54 respondents of Portuguese firms, the study reports 

that four combinations of the six causal conditions are sufficient to predict total MCS use. More 

importantly, three configurations generated from the cluster analysis and Fussy-set Qualitative 

comparative analysis (FsQCA) explain 51% and 25% of the outcome of Planning MCS and 
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evaluation MCS respectively. Overall, the study revealed the complexity behind the use of MCS 

as there are several combinations that lead to high total MCS use. As earlier discussed, the study 

used Financial planning, financial evaluation, human resources planning, human resources 

evaluation, strategic planning and sales management to proxy MCS use. 

Similarly, Wald and Gleich (2018) focus on cost management control system on cost efficiency 

and organization performance. They examined the impact of Cost MCS on cost efficiency and 

organization performance. Results of the data collected from 251 managers of European 

companies are analyzed through SEM and indicate that cost MCS increase performance through 

the mediating role of cost efficiency. The measures of MCS centered on how cost management is 

being used in the following areas: Strategy, information, organization, method and culture with 

no consideration on planning and reward system. Indeed, how MCS are being used to influence 

employee or subordinate behavior was not considered which is the general consensus in 

contingency-based MCS research (Malmi and Brown, 2008).Therefore ,it may be argued that 

this study views MCS as decision support system instead of  goal congruence device. 

Using the same measurement approach, Arjalies and Murdy (2014) investigate how 

organizations use MCS to implement and monitor their corporate social Responsibility (CSR) 

strategy. They show how lever of controls are being used to identify and manage treat and 

opportunity associated with CSR. Using open and closed questionnaire to collect data from 40 

listed firms in France, the study qualitatively observes that the four levers of controls are put into 

use to comprehensively manage treat and opportunity associated with CSR strategy. The study 

reflects the evidence suggesting the potentials of MCS to contribute to society’s broader 

sustainability agenda. 

The Levers of Controls Framework has also been used to examine how the control practices 

impact on performance at the stages of organization life. Baird and Scoch (2014) show how 

organization life cycle moderate the relationship between MCS and firm performance. Responses 

from randomly selected 343 general managers in Australian manufacturing business units 

indicate that the use of diagnostic use of controls is positively associated with organization 

performance in the revival stage while the interactive use of controls is positively associated with 

organization performance in the growth stage. MCS is measured in term  of how controls are 

being used to monitor progress towards goals, how plan operation are to be conducted in 
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accordance with strategic plan while interactive use was proxy through measurement question 

relating to how controls are  used regularly between operation managers and senior managers, 

how controls are been used to generate information that form an important and recurring agenda 

in the discussion between operation and senior managers. And on how control is being used as a 

means of developing on going action plan. Although, the study used only two aspects of levers of 

controls, its measure, to a greater extent reflect the use of MCS in the influence and monitoring 

of employees. 

Lever of controls framework has also been used by Janke, Mahlendorf and Weber (2014) to 

investigate how management control systems are being used in a perceived negative external 

crisis. This study explore the reciprocal relationship between perceived negative external crisis 

and interactive use of overall MCS through the  cross-lagged panel design using data from  two 

surveys of 332 cases across Germany, Australia and Switzerland. The results from SEM analysis 

show that perception of negative external crisis effects lead to more interactive use of MCS. 

Finding also support a positive effect of the interactive use of MCS on senior manager’s 

perception of negative external crisis effect. In line with the study objective, MCS was measured 

through reflective construct adapted from Naranjo-gil and Hartman (2006, 2007).The scale focus 

on how MCS is used to set and negotiate goals and targets; encourage new goals and priorities; 

signal key strategic area; challenge new ideas and way of doing thing with subordinate. This 

work reflects how MCS plays can be used to align organization goals with employee orientation. 

 Empirical evidence is also observed in the literature on the use of MCS across different modes 

of innovation. Bedford (2015) examines the MCS use in different innovation environment and its 

effect on performance. The study focused on how top managers attempt to simultaneously 

balance exploitation and exploration through MCS use. With the survey data collected from 400 

firms and analyzed using cluster analysis, ANOVA and ordinary least square regression, 

evidence shows that the pattern of use and interdependencies among control levers associated 

with enhanced performance differ, depending on the mode of innovation. In other word, control 

levers are independently associated with enhanced performance in firms that specialize in either 

exploration or exploitation. This finding suggests that levers of controls are supplementary rather 

complementary in the context of the type of innovation. However, in ambidextrous firm, 

diagnostic and interactive levers are shown to be related and have interdependent effect on 
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performance. However, the research work only focuses on diagnostic and interactive use of 

budget and performance measurement. 

Heinicke, Guenther and Widener (2016) also adopt levers of controls framework to investigate 

the extent to which firms’ emphasis on flexible culture related to the emphasis placed on belief, 

boundary, diagnostic and interactive controls and how size of the firm moderate this relationship. 

The study comprehensively focus on all levers of control as packages and collected survey data 

on the four levers of controls from 267 top managers of medium-sized firms in Germany. The 

results of the Structural Equation Model (SEM) support the study hypothesis that the four levers 

of controls are positively correlated with Diagnostic controls system (DCS) and interactive 

control system (ICS) highly correlated but not perfect. This suggests that all the four levers of 

controls reinforce one another to provide desired results. The study also reports a positive 

significant association between extent of flexible culture and emphasis on belief controls. This 

implies that the more a firm emphasis on flexible culture, the more use of belief control system. 

Result on the contingency aspect of the study affirms the argument that smaller firms are to a 

greater extent employ cultural controls than larger. Each lever of control is measured in term of 

the extent to which Performance measurement systems (PMS) are being used by top manager to 

track and monitor critical success factors of subordinate (DCS), extent to which PMS are being 

used by manager as communication tools to spur debate and dialogue about uncertainty (ICS), 

extent to which manager communicate core value, purpose and direction (Belief control System) 

and extent to which manager communicate areas that off-limit to employee. As earlier argued, 

the  results of this study, to a certain degree, affirms the theoretical concern of the MCS as a 

package. 

Similar study that has empirically investigated the practice of MCS as a package is that of 

Bedford, Malmi and Sandelin (2016).The study examines the management control combination 

that are effective in different strategic context. With aid of Qualitative Comparative Analysis 

(QCA), it is observed that all Management controls in used are necessarily relevant for achieving 

effective control outcome when examined as part of MCS package. The study also indicates that 

defender firms have more effective control outcome when they combine mechanistic structural 

control with diagnostic control, while prospector firm benefit more when they combine organic 

structural control and interactive use of accounting. This cross-sectional study of 400 top 
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managers in Australia firms empirically confirms the notion of contingency that there are 

multiple ways by which firm can combine Management controls in a given context to achieve 

effectiveness. It also affirms the necessity of fit between management controls to achieve desired 

effectiveness. Variables used to measure MCS package in the study are: Diagnostic control, 

interactive control, tightness of accounting control, measure of diversity, incentive pay, structure 

and input control, and to a greater extent cover firms’ Management control practices. 

Management Controls System as a package has also been investigated from the perspective of 

Malmi and Brown’s (2008) framework. Bedford and Malmi (2015) provide empirical evidence 

on how accounting and other control mechanisms combine and the relationship between the 

combination and firm context. The cluster analysis of the data collected from sample of 400 

firms in Australia revealed five control configurations(simple, results, action, devolved and 

hybrid) commonly used by managers. These controls configurations have relationship with how 

managers perceived environmental uncertainty, task characteristics, and size of the firm measure 

in term of number of employees, age of the firm and nature of strategy employed. The study also 

observed that different control configurations match with the same contextual features while 

some control mechanisms in different configurations display equivalent emphasis even where the 

contexts are different. Management controls was broadly measured using the entire five elements 

in Malmi’s et al (2008) control framework. 

Bouten and Hoozee (2016) conduct a study on how MCS package of controls are being used to 

enhance safety performance. The results of the interview conducted on a Belgian firm shows that 

management realized the need to use different type of controls in order to improve safety 

throughout the entire firm. The study reveals that planning, cybernetic, reward and compensation 

are put to use at middle-level management, while all the five controls elements (Planning, 

cybernetic, reward and compensation, administrative control and cultural controls) contain in 

Malmi et al. (2008) are in use at supervisor level, while at worker level, all the control elements 

excluding planning are in operation. This finding supports the argument that cybernetic and 

compensation controls are not sufficient for effective management. Similar finding had earlier 

been reported by Dittilo and Libbi (2014). 
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2.3.3.2 Studies on Developing Countries 

Recent studies have also used the Simon’s (1995, 2000) levers of controls to examine the 

practice of MCS across firms and industry in developing economies. Aquaah (2013) compares 

the relationship among management control system (MCS), business strategy and firm perform  

in family and non-family business in Ghana. Based on the data collected from 106 firms 

(including all 35 listed companies in Ghana) and analyzed using mediated regression analysis, 

positive influence of Diagnostic Controls System (DCS) on the implementation of cost 

leadership strategy for Family business and non-family business was reported but such influence 

was not observed in the execution of the differentiation strategy. In addition, it is also revealed in 

the study that cost leadership strategy fully mediates the relationship between DC S and 

performance, while differentiation strategy mediates relationship between Interactive Control 

System (ICS) and firm performance. The study further shows that Family business benefit from 

using DCS to implement the cost leadership strategy and received benefit in using ICS to 

implement differentiation strategy. Similar result  is  also reported for Non-family business. 

These evidences corroborate the need to design MCS in the context of firms’ internal and 

external characteristics. However, the study only uses two out of the four levers of control as 

advanced by Simon (1995, 2000). It emphasizes on how performance measurement system are 

being used to diagnosis the activities of subordinates and communicate with  subordinates. 

Similarly, Ilias, Zakana and Abdulatif (2017) use Merchant et al. (2005) control framework to 

examine the relationship between organization culture, management control system and 

performance within Malaysian local authorities. The results of the survey questionnaire sent to 

355 respondent revealed evidence that organizational culture and performance through the use of 

MCS, are positively related. In other word, organization culture influences the practice of MCS 

and eventually affects performance. The study also employed SEM as a method of data analysis.   

Though the study of Auzair and Amir (2017) uses the instrument developed by Langfield-smith 

(2005) to proxy MCS and introduced strategic choice as contingency variables, Its finding 

reflects trends similar to Ilias et al (2017) and Kleine et al (2013).Essentially, It is revealed in the 

study that differentiation strategy appear to affect the use of bureaucratic controls (cybernetic or 

accounting controls) to increase performance. In addition, the result indicates no significant in 

direct effect of bureaucratic MCS on the relationship between cost leadership and performance. 
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Thus, usage of formal MCS seem to be prominent in Malaysian hotel industry. However, the 

study did not include cultural controls as element of MCS package. 

Studies on management controls can be said to be traditionally focus on large organizations 

(Chenhall, 2003). Only recently research interests have shifted to how SMEs are being fair in 

their control activities. Carlson et al (2006) report that organization with strange sales-growth 

performance use cash incentives compensation (a component of result control) to encourage and 

motivate employees. Also, within the same line of research, Davila and Foster (2005) report a 

positive association between the adoption of generating budget and company’s growth for early 

stage company. 

Concerning the usage of non-accounting control or action control, Carson et al (2004) in their 

empirical study on the use of action control observe that training and development, recruitment 

package and competitive compensation are significantly impact on organization performance on 

family owned SMEs. Sels et al., (2006) also report similar result that a positive linear effect 

exists between HRM usage intensity and small business productivity. Davila and Foster (2007) 

similarly report that start-up SMEs that implement behavioral control early in their life cycle 

were more successful in comparing to later adopter. 

Recent studies on the use of Management Control in SMEs reported a positive relationship 

between control component and outcome criterion. Shelleman (2016) supports the forgoing 

findings in his empirical study by reporting that Management Accounting system are being used 

among SMEs to facilitate decision making for both planning and control system. It was reported 

in his study that Management Accounting enhances SMEs performance. Generally speaking, 

Bedford and Malmi (2015, p. 12) report that simple control configuration, “describe as largely 

informal, achieve through centralized decision making, restricted autonomy and direct 

supervision……” associated with smaller size early stage firm, in addition they reveal that less 

emphasis is placed on the use of administrative technology and bureaucratic control mechanism. 

However to the extent of literature search and reviewed, no study has documented empirical 

evidences on combined use of accounting and non-accounting control systems in Nigeria. 
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2.3.4 Contingency Factors, Accounting and Non-Accounting Controls System  

Although, evidence revealed so far on the MCS adoption and its roles on organization outcome 

have indirectly discussed some contextual variables, research evidences on the direct and 

moderating effect of contingency variables need to be comprehensively reviewed in order to find 

a logical basis between the   organization practices like MCS and contextual variables. Chenhall 

(2003) in his review on MCS design identifies external environment, technology, tasks 

uncertainty, contemporary technology, organization structure, size and strategy as contingency 

variables that dictate the effectiveness of any MCS design in an organization. In reference to this 

thesis’s research questions, Environmental uncertainty, Task uncertainty characteristics, age and 

institutional factors are the focus of this section. 

2.3.4.1 Studies on Developed Countries 

Studies on the influence of environmental uncertainty have been carried out in relation to 

different management practices majorly in the developed economy. Jonsson (2000) conducted an 

investigation on whether companies in dynamic environments substantially invest in advanced 

manufacturing technology than company in a stable environment. Using survey instrument 

administered on 324 companies, significant difference was revealed between the environment of 

the three group created by cluster analysis. The significant difference was a result of ANOVA 

analysis. More importantly, Environmental uncertainty was measured through market 

uncertainty and political uncertainty.  

Agbejule (2005) conducts a study on use of management accounting systems, PEU and 

managerial performance by 69 business unit managers across telecommunication, construction 

and metal industry in Finland. The survey-based study reports existence of positive relationship 

between Management accounting system and performance under highly perceived environmental 

uncertainty but negative relationship under low PEU. The moderated regression analysis also 

established that PEU interact with different variation of management accounting system to 

influence performance. In this study, PEU was also narrowly measured  from the angle of   the 

rate at which (slow-to-rapid)  product and service become obsolete, rate of innovation in 

products, services and process  and the rate of change in customer taste and preference, while 

MAS is measured in term of broad scope of information, aggregation, integration and timeliness. 
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The result of Ketokivi (2006) looks similar to Jonsson’s conclusion because the environment, 

measured in term uncertainty and variability of demand, was reported to influence the choice of 

flexibility strategy. However, Technology and strategy seem to also contribute to the choice of 

specific flexibility strategy. In the same line thinking, Hung (2007) conducts a case study of a 

Taiwanese manufacturer on the implementation of Total Quality Management (TQM) and its 

effect on quality and innovation performance. The study examined how business environment 

mediate the relationship between TQM and performance. Based on the interview result, it was 

observed that environment, to a certain degree, mediated the effect of TQM on innovation 

performance. Looking at the trend of this line research, it may be argued that environment 

uncertainty is not comprehensively and consistently measured, in spite of similar findings being 

reported. 

In contrast, Koufteros, Vonderembse and Doll (2002) engage in study with hypothesis that firms 

in uncertain environment will adopt higher of integrated product development practices than 

firms in more certain environment. Questionnaire responses from sampled 244 companies, 

analysed via structural equation model showed the evidences of no difference between the two 

level of uncertainty. Merino-Diaz De Cerio (2003) in his study, measures environmental 

uncertainty differently from the two foregoing works. They examined whether companies facing 

higher level of competition use higher level of quality management practices. Data obtained 

through survey instrument was analyzed through probit regression and cluster analysis. No 

relationship was observed between level of competition and quality management practices. 

Specifically, Environmental uncertainty was narrowly measured using level of market 

competition. Similarly, Pagell-Krause (2004) examines effect of the environment on 

manufacturing flexibility with a result of no relationship between the level of   manufacturing 

flexibility and environmental uncertainty. Methodologically, path analysis was used to analyse 

the surveyed data. Environmental uncertainty was measured through three variables of 

Munificence, Instability and Complexity. 

Raymond’s (2005) finding is similar to the studies in the foregoing paragraph but his choice of 

Canadian manufacturing SMEs as unit of analysis make it slightly different. He specifically 

examines the effect of environmental uncertainty on the assimilation of advanced manufacturing 

technology. Based on the result of Partial least method, the hypothesis that environmental 
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uncertainty affects assimilation level of manufacturing technology is rejected. Degree of change 

and unpredictability are used to measure firm’s market, competitors and production technology.  

 Studies on the relationship between environmental uncertainty, management control and 

organization outcome (e.g. performance) are also abound in the literatures. Ezzamel (1990) 

examines the effect of environmental uncertainty, managerial autonomy and organization size on 

budgetary characteristics among 81 United Kingdom (UK) companies. The study uses survey 

data to test degree of correlation between the variables and concluded that organization’s 

budgetary system is related to contextual variables facing the organization. Interestingly, 

perceived environmental uncertainty was measured from the perspective of supplier, competitor, 

customer demand, financial market and changes in government policy. This may account for the 

finding that perceived environmental uncertainty (PEU) has stronger impact than other 

contextual variables. 

 On the other hand, Gul (1991) studies the interaction effect of   Management Accounting 

System (MAS) and perceived environmental uncertainty on Small manager perception of 

performance through a survey of 42 SMEs in Australia and concluded that Sophisticated MAS 

has positive effect on performance under high level of PEU but under low PEU, the effect is 

negative. Although, MAS was broadly measured through the 20-items developed by Chenhall 

and Moriss (1986) while PEU was proxy by task uncertainty, other areas of management 

controls such as administrative and cultural controls were excluded. In addition, task uncertainty 

as measure of PEU was too narrow to justify the conclusion .The studies of Gul and Chia (1994); 

Lee and Miller (1996) and Fisher 1996) reveal Similar findings. Indeed all the studies used linear 

and moderated regression analysis to obtain the findings. Similarly, Chenhall (2003) in his 

summary of the evidences on environmental uncertainty and management controls affirms that 

broad scope of management controls in term of use is very essential for organization to achieve 

appreciable performance in a condition of high level of perceived environmental uncertainty. 

 In an effort to further confirm the conclusion of Chenhall (2003), Hoque (2004) investigates the 

determinant and consequence of performance measures among sampled 100 companies in New 

Zealand. Through the use of path analysis, no evidence of significant relationship between 

environmental uncertainty and performance through manager’s use of non-financial measure is 

reported. The study methodology was consistent in that PEU and organization performance was 
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measure through the scales developed by Gordon and Narrayan (1984) which have been 

consistently used in MCS research. The only point of departure from previous study is the 

adoption of Path analysis, a more robust bivariate analysis technique.  

Furthermore, Hoque (2005) examines the contingent effect of environmental uncertainty 

between the use of non-financial measures and organization performance through the 

questionnaire administered on 52 companies in New Zealand. The results of the multiple 

regression analysis inform the conclusion that firm has a greater tendency to use non-financial 

measure under the condition of high level of environmental uncertainty .In essence; the level of 

uncertainty may seem to be associated with the use of informal style of MCS. Chenhall (2007) 

affirms that uncertainty has been the most commonly considered aspect of external environment 

in empirical research. Duncan (1972) argues that as the level of uncertainty increases, the 

controls in an organization become increasingly difficult because organization predictive ability 

about the relationship between action and outcome diminish. Chapman (1997) further support 

this argument with the notion that under the circumstance of uncertainty, accounting based 

mechanism may not be appropriate because they provide incomplete set of information. 

In the study of the Interaction effect of environment, measured through competitive intensity, 

and business strategy on the relationship between financial leverage and firm performance, Jemia 

(2008) uses a panel data obtained from 176 US firms to show that intensity of environment in 

term of competition affect the leverage-performance relationship. The study is practically 

different from previous studies because environmental characteristics were narrowly measured 

through a secondary data. Thus, the study may suffer generalizability since the result may not be 

comparable with other studies.  

Dropulic (2013) investigates the relationship between the use of MCS and business strategy, 

company size and external environment among manufacturing companies in Croatia through 

mailed survey. Positive associations were established between MCS use and business strategy 

and company size, while such relationship was not observed for external environment which was 

measured from the dimension of PEU. The findings emphasize that large companies tend to use 

more of cybernetic control (Accounting control) and cultural control(Non-accounting control) 

than medium companies. In addition, the use of cybernetic and cultural control is high in 

differentiation-strategy companies than medium companies. The negative relationship observed 
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between MCS and PEU may be attributed to the extent to which MCS is captured in term of 

measurement. In this study, the items used to measure MCS did not adequately capture all the 

MCS elements as described by Malmi et al (2008) framework. 

In relation to task uncertainty, Chenhall (2003) opines that high level of task uncertainty relates 

to the use of more informal controls .In other word, high level of task uncertainty attract less 

reliance on standard operating procedures, programmes and plans, accounting performance 

measures, behavior controls; high level of participation in budgeting; more personal controls, 

clan control, and usefulness of broad scope information. 

 Empirical studies in this line of thinking after 2003 need to be evaluated to affirm the 

constituency of findings. In Developed economies, Dittillo (2004) looks at task uncertainty from 

the dimension of knowledge complexity with the aim of  examining how knowledge complexity 

relate to the  use of MCS (action-oriented control, result controls and cultural control).Using  a 

case study research conducted through interview, document analysis and direct observation, the 

study reveal that computational complexity(a dimension of knowledge complexity) tend to be 

regulated through action controls, technical complexity relate to the use of result oriented 

controls, while cognitional complexity portend the use of personal/cultural control. Although, the 

stud was purely qualitative, its finding empirically confirmed Chenhall’s submission. Also in 

support of Chenhall proposition, Tillema (2005) reveals in his study that a stable environment 

related to the use of average scope accounting instrument. Similarly, Bedford et al. (2015) report 

that relatively predictable and stable environment is associated with result controls. However, a 

part of the research evidences of Bedford et al showed a contradictory finding to Chenhall thesis. 

Indeed, the result shows that action controls have found to be in operation in a more 

unpredictable turbulence and hostile environment. Early study by Ahrens and Chapman (2004) 

bear similar evidence to that of Bedford et al., as it was reported in their study that organization 

tends to have more capacity to operate in highly dynamic environment using a bureaucratic 

structure in a flexible pattern. 

Using survey data from 131 senior managers of companies in Australia, Chong (2004) conducts 

a study to test the job relevant information, between management accounting system and task 

uncertainty toward managerial performance. The result showed that three direction-interaction of 

job relevant information, management accounting system and task uncertainty influence 
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managerial performance. Also revealed in the study that, in a high situation of task uncertainty, 

the use of broad scope management accounting system  and job relevant information to make 

decisions influence the improvement managerial performance. 

 Wolkinazari and Abdulkarim’s (2012) findings support the proposition. The study, using a 

regression equation, reveals that in high task uncertainty and decentralized situation, broad scope 

and aggregated information promote user satisfaction. Similarly, Hartmann and Slapnicar (2012) 

in their own study examines the argument that the amount of task uncertainty managers face in 

their job content moderated relationship between perception of justices and performance 

evaluation procedures. With the survey data collected from sampled 178 upper-middle level 

managers in twelve Slovenian commercial banks, analysed through partial least squares(PLS),the 

study confirmed the hypothesis that relationship between the degree of formality of target 

setting, performance measurement and reward in the  financial, operational, employee 

relationship and quality service dimension of performance and perceived procedural justice is 

positive  for managers with low task uncertainty, while the hypothesis that the use of outcome 

measures has negative effect on perceived procedural justice for manager with higher  level of 

task uncertainty failed to be confirmed. Findings from this study partially support the argument 

of Chehall and the preceding results. The mixed results may also be attributed to the 

inconsistency in the measurement of task uncertainty (TU) in these studies. Apart from the 

foregoing, MCS is also narrowly measures in term of formal controls. However, these studies 

give insight to the relevance of task uncertainty and personal reaction in the design and use of 

management control system for the attainment of goal congruence. 

Fullerton, Kennedy and Widdener (2013) examine the use of management control practice 

among 244 sampled companies in the United States (US), from another dimension. They 

investigate the extent to which lean manufacturing technology implementation associated or 

related to management control system, measured in term of simplified strategic reporting, value 

costing, visual performance measurement information and employee empowerment. The 

structural equation model (SEM) analysis reveals positive relationship between implementation 

level of lean manufacturing technology and management accounting and control system. In 

addition, the result also show a positive relationship between four out of the five management 

accounting and controls, indicating the existent of MCS as a package. Interestingly, 
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measurement of technology in this study is markedly different, yet a positive relationship was 

reported. Indeed, the construct was proxy in term of Standardization of manufacturing process, 

reduction in set-up time and one-piece-flow which indirectly reduce the level of task uncertainty. 

Studies on MCS practices have also been carried through the lens of institutional theory. 

Messner (2015) affirms that institutional–based MCs studies relate to how “set of belief and 

norms that prevail in particular institutional field to which the organization belongs” influence 

or affects the MCS choice and practice. Interestingly, much of these studies are qualitative in 

nature. Dambin, Lambert and Sponem (2007) is an earlier typical study in this line of research. 

This study examines how intuitional logic/pressure diffuses through management accounting 

system of firm. Interview Responses obtained and analyzed through INVIVOS from a case of 

Pharmaceutical Company in France reveal that consumer goods practices were considerably 

instutionalized. Specifically, consumer goods industry management culture as an element of 

control is the most widely accepted, while the diffusion of the ideal of the consumer goods 

industry in the area of behavioral control appear difficult but the new ideal relating to 

accountability principles seems to be already widely developed. 

  

Although the study of Hyvonen, Jarvinen, Pellien and  Rahko (2009) focuses on public sector, It 

also demonstrates the influence of institutional pressure on management accounting and control 

practice. In a more specific term, the study examines how Finnish Defence force reacts to 

pressure from State Audit Service to change their management accounting system. Interview was 

conducted on 29 personnel involved in design and implementation cost accounting and reporting 

system of two case studies in Finland. The study reports that the influence of Enterprise 

Resource Planning on Management Accounting practices is often minimal. It shows that despite 

the radical change in IT environment and considerable outside pressure to adopt more 

sophisticated costing system, Management Accounting System in the Finish Defence Force 

remained relatively stable during the period of observation. The only change observed in first 

case study is the introduction of fixed asset register for external purpose, while in the second 

case study, a system of reporting hour worked is introduced and integrated to the existing 

management accounting system. 

In another dimension, a cross-country study by Jazayeri, Wickramsinghe and Gooneratne (2011) 

reveals variation in Management Accounting and Control Practices as a result of institutional 
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pressure in two manufacturing companies in UK and Sri Lanka. Evidences obtained from in-

depth interview and documentary evidence show that the adoption of Business Value Scorecard 

(BVS) was influenced by an internal cultural change programme in the UK manufacturing 

company, while in Sri Lankan Manufacturing Company, external knowledge diffusion 

programme gave rise to the use of balanced Scorecard. However, it was reported that the 

externally imposed BSC adoption lead to internal controversies and consequently workforce 

became resistive. This lead to the diversion of attention to other management fads such as total 

quality management, six sigma and ERP but all these were also used for short period of time. 

 

Variation in Management Accounting and Control Practice occasion by institutional pressure has 

also been reported in public sector setting. Ezzamel, Robson and Stapleton (2012) examine the 

role of education reform and local management scheme (Isomorphic pressure) on budgetary 

practice of UK Local Education Authority (LEA).Specifically the study focus on how school 

funding requirement in England and Wales has diffused to influence budgetary practice. 

Evidences observed from document inspection and responses from education officers, treasurers, 

and personnel staff and educationist of Three LEAs revealed the two isomorphic pressures 

considerably impact on their task and organization in their area of budgetary practices. The study 

also show that variation in practices is informed by the prevailing political ideologies as the 

political identity reflect how each responsible officer manage the issue of “overstaff” . 

 

Similarly, Kantola and Jarvinen (2012) investigate how organization (public hospital) attempts to 

address the pressure imported by the field of health care. They specifically examined how Finish 

Hospital adopted the newly-introduced Diagnostic-Related Group-based accounting system. 

Evidences of the interviewed-based study and complemented with archival data revealed that the 

later adopter of the new system abandoned their old system owing to efficiency consideration.in 

other word, the new system enhance monitoring of hospital by their financier. The study also 

argued that the adoption of DRG-based-accounting system by the hospital can be explained from 

the perspective of independence and dependence. The independence affirms the use of 

management accounting for decision-making purpose while dependence echo the idea of using 

management accounting for the purpose of comparable cost information to enable public control 

of health care expenditure. The study therefore concluded that the late adopter of the new system 
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could be described as independent because the adoption decision was connected with efficiency 

and decision while earlier adopted   could be described as dependent since the adoption of the 

new system was informed by the need for public control of expenditure of health care. 

 

Gamage and Gooneratne (2017) also reveal from interpretivist perspective how management 

controls are being used in a tension between external institutional force and the internal 

dynamics. Responses of the personnel from finance and non-finance divisions of the apparel 

company indicated that external pressure seems to influence the choice of MCS practice. 

Consequently; organization actors change their existing Key Performance Indicator (KPI) in 

reference to customer specification. In addition, the pressure from customer also has influence on 

the choice of organization structure and procedures. The study also reflect how the company 

adopt a strategy to repel the pressure from expert myths and exert power in line with their 

interest in determine a particular system and procedure within the organization. 

 

In relation to Management control practices, Hutzschenreuter (2009) build on the agency theory 

perspective put forward that organization learning through ages reduces management control 

costs because it learns about the most effective control forms and ways of executing them 

effectively.in view of this argument, Hutzschenreuter (2009) affirms that age is beneficial to all 

controls mechanism. Earlier studies on the effect of age on MCSs is that of Davila (2005) whose 

study revealed that low age SMEs are associated with more use of administrative and 

sociological controls form, increase in age is related to the more use formalized or mechanistic 

MCSs. Hutzschenreuter (2009) on the other hand find that the usage level of formal controls is 

not significantly different between young and established SMEs in Germany. Similar to Davila’s 

finding, Bedford (2015) in his study of configurations of control of 421 Australia firms, revealed 

through cluster analysis that simple control configuration in the form of organic control are 

associated with early stage small firms. 

 

2.3.4.2 Studies on Developing Countries 

Empirical studies on management accounting and controls system have also been carried out in 

developing countries. Fuadah, Nasir, and Isgiyarta’s (2014) reports significant  positive 
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relationship between business environment, delegation of authority and management accounting 

and control systems among sampled 108 manufacturing companies listed on Indonesian Stock 

Exchange . Although the study adopts a robust statistical technique, business environment 

characteristics were measured from the perspective of market competition, while MCS measure 

focus on five aspects: planning, controlling, costing, directing and decision making which are 

also not broad enough to justify the study conclusion.  

Recently, Al-Mawali (2015) conducts an investigation on the relationship between strategic 

management accounting, perceived environmental uncertainty and organization performance 

among sampled 106 companies listed in Jordan stock exchange. Using hierarchical regression, 

the study indicated that Perceived environmental uncertainty, measured from the point of view of 

intensity of market competition moderated relationship between Strategic Management 

Accounting (SMA) and performance. Specifically, highly perceived environmental uncertainty 

reflects high usage of SMA. The usage of SMA was also reported to have positive effect on 

performance. Although, the result is similar to previous studies in the field of MCS research, the 

measurement of PEU from the perspective of market competition alone can be described as 

weakness part of this study design as other areas of the environment like governmental activities, 

supplier’s and customers’ attitudes in term of predictability, complexity and turbulence may have 

considerable impact on the usage level of SMA. The study also restricted itself to narrow 

measure of MCS. Also within Gulf peninsula, El-Shishini (2017) conducts a study on how 

intensity of market competition, quality level of hotel and size related to the use of management 

accounting techniques was conducted. Result of Correlation analysis of data collected from the 

37 sampled hotels in kingdom of Bahrain shows that the usage level of management accounting 

techniques are positively related with intensity of market competition but no significant 

relationship was reported between management accounting, size and quality of hotel. 

 In Libya, Haedr and Mehafdi (2017) give account on management control practice among 60 

large manufacturing companies in Libya during period of relative political and economic 

stability. They used a two-level contingency model and survey data, through a stepped mediation 

regression to affirm contingency relationship between centralization, formalization, 

environmental uncertainty, competitive strategy and management control effectiveness. It was 

observed from the results that the organization variables significantly influence MCS 
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effectiveness. In addition, a full mediation in relation to centralization, management accounting 

information and MCS effectiveness was observed while partial mediation was detected for 

formalization, environmental uncertainty and competitive strategy. The study also measure PEU   

in term of predictability while Chenhall and Morris (1986) scale was also adapted to measure 

management accounting information. Similar result has also been reported by Huynh (2017) 

among public listed firms in the Vietnamese stock exchange. 

In relatively less developed economies, studies on relationship between management accounting 

control system and task uncertainty are few in numbers in the literatures. More recent works on 

TU and MCS in less developed countries are that of Buathong and Bangchokdee (2016) and 

Efendi, Adjie and  Fuad (2016) in Thailand and Indonesia respectively. The former study 

examined relationship between TU and the manager use of Balance Scorecard. Through the 

Structural Equation model (SEM), positive relationship was reported to exist between TU and 

financial measures but TU is not related to the use of non-financial measure. Based on the result, 

the author concluded that, 372 middle level managers in the sampled hospitals primarily use 

financial measure in their decision making and control functions. Of note, task uncertainty was 

measured using Abernetthy and Stoelwinder’s (1991) 8-item scale. The scale reflects TU in term 

of uncertainty of outcome, difficulty of process, unclear time spent, frequency of exception and 

different steps, suggesting consistency with previous studies in TU measurement. Efendi, Adjie 

and Fuad (2016) also reported that broad scope MAS and integrated MAS influence managerial 

performance among co-operative organizations in Indonesia. The interaction effect of task 

uncertainty, Broad scope MAS and Integrated MAS strengthen the managerial performance was 

observed in the study. However, how TU was measured is not explicitly stated. 

 

Few studies on the influence of institutional pressures on Management control practices can be 

sighted in the literature. Within public sector, Kasumba (2013) conducts a qualitative study on 

the extent to which institutional pressure can be deployed to reinforce each other in creating and 

sustaining new budgetary practices among local government in Uganda. The study used 

interview to elicit responses from the officers of local government, central government, aid 

agencies(such as World Bank).Based on these responses, it was concluded that institutional 

pressures were intertwined with intention of creating and sustaining the new ways of transporting 

changes in organization practices across jurisdictions. The study specifically shows that coercive 
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pressure were supplemented by normative pressure in creating both demand and supply changes 

in organization practices in local government. In addition, National Government deployed 

mimetic mechanism as strategies to influence the action and decision of supranational agencies 

which had vital financial and technical resources need for local government development. This in 

effect led to coercive pressure. 

In a more recent study, Ahrens and Khalifa (2015) examine the impact of regulation on 

Management controls. They show how universities respond to the institutional logic of new 

management controls. Through participant observation of three Universities, note on 

accreditation behavours was documented with evidences that compliance with accreditation take 

considerable time and effort in translating accreditation requirement into appropriate 

organization strategies. Overall, the study concluded that compliance to institutional pressure is 

informed by both legitimation and performance. 

Gamage and Gooneratne (2017) also reveal from interpretive perspective how management 

controls are being used in a tension between external institutional force and the internal 

dynamics. Responses of the personnel from finance and non-finance divisions of the apparel 

company indicated that external pressure seems to influence the choice of MCS practice. 

Consequently; organization actors change their existing Key Performance Indicator (KPI) in 

reference to customer specification. In addition, the pressure from customer also has influence on 

the choice of organization structure and procedures. The study also reflect how the company 

adopt a strategy to repel the pressure from expert myths and exert power in line with their 

interest in determine a particular system and procedure within the organization. 

 

Studies on the effect of age on organization practices have been inspired on the argument that 

firm learns about their ability and how to do thing better as they get older (Rossi,2016),and these 

across different aspects of organization management. In relation to firm value and performance, 

Leite and Carvalhal (2013) conduct a study on the relationship between firm age, value and 

performance of Brazilian companies. The results of the analysis of 250 listed companies show 

that older firm show higher value and better return than younger firm, and that older firm reflect 

better governance practices. Age was measured from the date of incorporation to date. With 

respect to innovation and organization learning, Hui, Jasimah, Jenatabadi &Kasim (2013) 

examine the moderating effect of age and size on the relationship between organization 
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innovation and organization learning on organization performance of i68 manufacturing 

companies in food industry in China, Taiwan and Malaysia. Through a Structural Equation 

Model (SEM) analysis, the study revealed the beneficial effect of both innovation and 

organization learning to stronger in older and larger firms whereas, only organization innovation 

exert stronger effect in younger and small firm. Age was measured as numbers of years passed 

from the date of establishment of the company. 

Though strategy is not part of contingency variables consider in this study, it has revealed in the 

extant literatures that MCS are sometimes design to support strategy (Widener 2004). 

Chenhall (2003) argues that manager strategic choice predicts the particular choice of MCS. In 

other word, strategic direction of an organization is a function of certain type of MCS. It can be 

observed from the table above that the dimension of strategy entails prospectors; Defenders; 

build-hold harvest and product innovation. With respect to product innovation, Yinen and 

Gullkvist (2014) report the use of organic control (cultural controls) in exploratory innovation 

while in the cost-leadership and differentiation firms, Dropulic (2013) reveals evidences that 

strategy contributed significantly to the choice of MCS design. 

King, Clarkson and Wallace (2010) argue, based on their literature review, that organization size 

reflects two dimension; complexity and availability of resources. Mintzberg (1994) opines that 

complexity and availability of resources increase with size. Lawrence and Lorsch 1967 cited in 

King et al. (2010) argued that small single business organization are largely associated with the 

use of social cultural control mechanism (Direct supervision and oral communication) while 

large business organization tends to use more formal control as a consequence to increase 

complexity associated with large number of employees. In term of availability of resources, large 

organizations are found to be better positioned in the investment of resources for management 

control practices. Consistent with the foregoing argument, McMahon (2001) reveals in his study 

that size influences the acquisition and preparation of accounting information. Further evidences 

such as Davila and Foster 2007 also show that size influences decision to adopt formal form of 

control such as budget. However Chenhall (2003) observes that few MC studies use size as 

contextual variables as most MCS studies relatively focus on large business. 
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2.3.4.3 Studies on Nigeria 

In Nigeria, Ajibolade (2013) empirically shows how firm’s generic contexts of  perceived 

environmental uncertainty and technology complexity moderated the relationship between 

management accounting techniques, measured in term of  level of sophistication, and 

performance. Results of Correlation and moderated regression analysis of data collected from 

144 manufacturing listed firms affirmed that level of sophistication in management accounting 

design positively impact on performance through the moderating influence of PEU. However, 

Technology complexity was reported not to have significant moderating effect.it can also be 

argued that this study failed to show how MAS are being used to achieve goal congruence which 

has been the focal point of studies on management accounting and control system in recent time. 

In addition, the study did not reflect the items that constitute the scales for PEU and technology 

complexity. 

Similarly, Ogunsiji and Akanbi (2013) examine the main and interactive effect of PEU, 

Competitive intensity, strategic sensitivity, leadership unity on perceived organization 

performance. Findings reveal that independent variables were actually predictors of organization 

performance. It specifically established a positive relationship between PEU, strategic agility and 

performance. This study also suffers the weakness of narrow measure of PEU. The trend in the 

foregoing studies suggest positive moderating effect of PEU between management controls and 

performance which form the basis of one of the hypothesis in chapter one .However, there exist 

among the reviewed studies, divergent measure of PEU and management controls variables, and 

they are not adequately captured. Also the method of analysis is not robust enough to justify 

various findings and finally, nearly all the studies were carried out in developed economy .In fact 

a single study that adopted Path analysis reported contradictory findings. 

Recent studies on management controls system have also examined firm size, age, sector, 

existence of management accounting department, affiliation to foreign entity, firm’s strategy and 

cultures, advanced manufacturing technology and public-quotation status as contingency factors 

affecting the design, choice and practices of management controls system. Oyewo (2017) 

conducts a study on the influence of firm’s size, age, sector, existence of management 

accounting department, affiliation to foreign entity and public-quotation status on the 

effectiveness of management accounting function. Evidences from the survey of 131 finance 
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officers affirmed that all these contingencies except affiliation to foreign entity, contribute to the 

effectiveness of management accounting functions. Similarly, Ogungbade, Olwenry and Oluoch 

(2017) show how competitive strategy, culture and advanced manufacturing technology 

influence the choice of management accounting practices of manufacturing companies in 

Nigeria. The analysed data collected from survey of 133 respondents established that firm’s 

strategy, culture and advanced manufacturing technology have significant effect on choice of 

management accounting practices. 

Few studies on the influence of institutional pressures on Management control practices can be 

sighted in the literatures. Ajibolade (2013) also conducted another study based on the argument 

of institutional and technical contingency theory. The author examines the extent to which 

technology complexity, decentralization, perceived environmental uncertainty (PEU), 

multinational affiliation and stock exchange listing influence the choice of management 

accounting design. The result of the survey study revealed that PEU, technology complexity and 

decentralization contributed significantly to choice of management accounting design and use, 

while institutional pressures or influences lower explanatory power to the choice and design of 

management accounting system In Nigeria. Anya (2015) also confirms the influence of 

institutional pressures on the design and use of MCS in post-merger organizations. The in-depth 

interview with other archival evidences revealed how CBN directives, competition, technological 

advancement, social and societal factors contributed to the institutionalization of controls as rules 

and routines in a post-merger Nigerian bank. In line with this trend, Ahmed & Mohammed 

(2017) in their conceptual analysis of Management Controls practice among Nigerian firm argue 

that many aspects of MCS are commonly adopted as consequences of the pressure from the 

business environment and thus lead to weak management control practices that are not in tandem 

with the firm strategic focus. They specifically called for empirical research in context of 

institutional theory. This call indicated the need to broaden knowledge on MCS practices in 

relation to institutional pressures. 
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2.4. Summary of findings and Gap Identified in the Literature  

2.4.1 Summary of findings in the literature 

Broadly speaking, the extant literatures have revealed that each component of control in a 

package studied in isolation has to a large extent impact positively on performance. On budget 

use and participative budgeting, Otley (1980); Merchant (1981); King, Clarson &Wallace (2010) 

and Radiah &Ida (2012); Mohammed &Abdullah (2013) and Mathew (2014) report positive 

impact on performance respectively. It has also been observed in the literature that hybrid 

performance measurement such as Balanced Scorecard (BSC) relate positively with performance 

(Lucianetti, 2010; Madsen et al, 2015). In reference to Reward and compensation as control 

component, Yao (1997); Sprinkle (2002); and Stephen &Maxwell (2014) affirm its positive 

relationship with performance. However, earlier research efforts on performance such as Tuttle 

&Burton (1999) and Sprinkle (2000) report that monetary incentive as a form of reward and 

compensation did not impact positively on performance. On the administrative controls package, 

Positive performance effects are reported by Liao (2006); Davila &Foster (2007). Merchant and 

Van der Stede (2007) reveal positive performance impact of work rules, policies and procedures, 

and company code of conduct as component of Administrative control package. Recent studies 

of Shonin et al.,(2014),Kim et al.,(2014) and Gerorgiadis et al.,(2016) on staff selection and 

training as forms of personnel control elements of administrative control package also observe 

positive performance effect. Chehall et al., (2008); Babnik et al., (2013) and Trivellas et al., 

(2015) are some of the reviewed studies whose findings indicate the positive effect of cultural 

controls package on performance. 

It is obvious from the foregoing studies that positive relationship between control components 

and performance is consistently reported but most of the research approaches employed seem to 

assume non-existence of contextual factors that may moderate or intervene the relationship as 

postulated by contingency theory. These studies also seem to believe that “MCS are loosely 

coupled systems made up of largely independent components (Bedford, 2015). The fear of the 

problem of model under specification as expressed by Speckle (2001) is also inherent in all these 

studies.  
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Studies on more than one components of control at a time address the problems of reductionistic 

approach raised earlier but not completely. Alverson et al (2004); Ford et al (2005),Kleine et al 

(2013),Obinozie (2016); Lopez-valeinas et al. (2017); Samagio et al., (2017) and Wald et al 

(2018) study more than one control elements at time and report highly significant performance 

effect. There are also studies(e.g. Aguaah,2013; Ajarlis et al.,2014,Scorch,2014; Heinicke et 

al.,2016; Bedford et al.,2015; Malmi, et al. 2016; Bouten et al.,2016; Abdullah,2017; Auzair et 

al., 2017) who have used substantial control components of management controls framework of 

Simon (1995), Merchant et al.(2007) and Malmi et al., (2008) and to observe how broad control 

mechanisms impact either directly or indirectly on performance. Interestingly, Bedford et 

al.,(2015) and Bouten et al. (2016) are the only recent studies who have used the complete 

components of the most adjudged elaborate management controls framework to study 

management control practice of companies in Australia and Belgium respectively. Thus, study 

on management controls packages, to the extent of literature reviewed, seems to be non-existent 

in Nigeria. 

Although, most of the research efforts on MCS discussed in the above paragraphs are 

contingency–based, using innovation, leadership style and strategy as contextual factors, specific 

studies of MCS that have used contingency factors in research questions of this study are 

Ezzamel (1990) in UK; Gul (1991) in Australia; Hogue (2005) in New Zealand, Agbejule (2005) 

in Finland, Ajibolade (2013), Ogunsiji et al., (2013) both in Nigeria; Fuadah et al.,(2014) in 

Indonesia; El-Shishini (2017) in Bahraini; Haedr et al., (2017) in Libya, and Huynin (2017) in 

Vietnam. They all report that PEU positively moderated the relationship between MCS and 

performance with exception of Hogue (2004) and Dropulic (2013) whose findings were negative 

moderating effects. Findings in these studies also indicate that the high PEU relate positively 

with broad scope MCS. However, almost all these studies measured PEU narrowly. The concept 

of PEU, argued by Chenhall (2003), relate to how organization perceived  stability, 

predictability, turbulence of the environmental variables such as customers  and supplier 

behavours, market competition, regulatory agent behavior but the variable is mostly measured 

from a single perspective in almost all the studies excluding Bedford et al (2015). 

Similarly, measurement weakness observed in PEU studies is also inherent in task uncertainty 

(TU) contingency studies of MCS, but Studies such as Dittilo (2004); Chong (2004); 
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Wolkinazari (2012); Hartman (2012); Bedford et al., (2015) and Efendi et al., (2016) empirically 

affirm that high level of task uncertainty relate with the less use of cybernetic or accounting-

based control but positively with more use of administrative and cultural controls. The weakness 

mentioned earlier can be observed in Dittilo (2004); Hartman et al., (2012) and Ajibolade (2013) 

whose TU measurement cover only knowledge complexity, job content and technology 

complexity respectively. Bedford et al., (2015) in Australia and Buathong (2016) in Thailand, 

are only recent studies that have comprehensively measured TU in term task programmability 

and outcome measurability. 

More importantly, nearly all the studies on contingency-based MCS reviewed adopt interaction 

approach by selectively focused on one or two components of MCS as variables of interest. Few 

studies like Kruis (2008), Hutzschenreuter (2009) and Bedford et al (2015) that employed system 

contingency-fit were conducted outside the shore of Nigeria. Hutzschenreuter (2009) and 

Bedford et al.,(2015) report the existence of management control configuration through the use 

of Euclidian Distance and Cluster Analysis while Hutzschenreuter (2009) employ Partial Least 

Square Structural Equation Model (PLS-SEM) to predict the performance effect of Contingency-

MCS configuration. 

Extant literature has revealed the evidences that MCS use is not only informed by rationality and 

functionality but also influence by institutional variables of coercive, mimetic and normative 

isomorphism. Dambin et al., (2007) in France; Jazayeri et al., (2011) in Srinlaka report the 

influence of Mimetic pressure on MCS practice, Hyvonem et al., (2009); Ezzamel et al., (2012); 

Kantola et al.,(2012); Kasumba (2013) and Ahren et al., (2015) revealed evidences on coercive 

pressure on MCS practices while, Gamage et al., (2017) observe the customer pressure as 

coercive isomorphism, on the adoption Certain MCS. The weakness of selecting one or two 

MCS components as variable   of interest was also observed in this line of research. 

2.4.2 Gaps Identified in the Literature  

In view of the above, there are gaps in the contingency-based MCS research that still need to be 

filled. Conceptually, considerable number of MCS studies focus on one or more MCS 

components as a variable of interests which have been criticized on the ground of model under 

specification. This study attempts to fill this lacuna within Nigeria shore through the adoption of 
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elaborate MCS framework of Malmi et al., (2008).To the best of the researcher knowledge, 

empirical work of this nature has not been carried in Nigeria. In addition, the broad measurement 

of variables will also be extended to PEU and TU contingency factors as there are also few 

studies whose measurement of these two factors covers all the perspective relating to the MCS 

practice. Specifically, PEU will be elaborately conceptualized and measured from the 

perspective of customer, supplier, competition, regulation and economy while TU will be 

operationalized on the basis of programmability task and measurability of outcome. 

Concerning the method of data analysis commonly employed in Contingency-based MCS 

research, substantial number of  recent studies outside Nigeria and Africa at large make use of  

Partial Least Square Structural Equation Model(PLS-SEM) to analyse  moderating or mediating 

role of contextual factors between MCS and performance(e.g. Illias et al., 2005; Kleine et 

al,2013; Fullerton et al, 2013; Mahlendorf et al.,2014;Verbeeten, 2015; Wald et al, 2018) but in 

Nigeria, only few number of studies on MCS practice  observe in the literature use correlation 

and multiple regression analysis (Ajibolade, 2013; Ogunsiji et al, 2013). Given the robustness of  

PLS-SEM in the analysis of data obtained from latent variables, and the need to achieve 

consistency in  term findings, this study attempt to also employ PLS -SEM to fill the statistical 

analysis gap observe in the research practice on MCS studies in Nigeria. 

In addition, to the extent of literature searched and reviewed, no evidence of the adoption of 

mixed method design was observed among studies carried out in Nigeria shore. Given the 

behavioral nature of management control issues and to achieve consistency and comparability of 

findings across countries, mixed method design used in the thesis bridge the gap of mixed 

method research in Nigerian context. 

Research efforts and evidences on management and accounting and controls systems are majorly 

available in relation to large organizations with few or no such evidences in SMEs. Few 

empirical evidences are on budgeting practices in SMEs (e.g. King et al., 2010; Davila, 2005; 

Davila & Foster, 2007). This institutional gap was also filled in this thesis 

Finally, there exist in the literature, the criticism that contingency-based  MCS studies rely 

substantially on traditional  functionality/rationality  theories and neglect the possibility that 

MCS choice may informed by legitimacy or pressures from institution (Chenhall,2003).In 
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developed economies, Much research efforts have responded to the shortcoming and reported the 

influence of coercive, mimetic and normative isomorphism/pressure on MCS choice and 

practice(e.g. Dambin et al, 2007; Jazayeri et al., 2011; Ezzamel et al., 2012; Kantola et al, 2012; 

Kasumba, 2013; Ahren et al, 2015 and Gamage et al., 2017). More so, till today few or no 

evidences on empirical works in this area of thinking are available in Nigeria. Recently, Ahmed 

and Mohammed (2017) in their conceptual analysis of MCS practices among Nigerian firms, 

argued that much of the MCS choice and practice are informed by the three isomorphism which 

have consequently lead to weak performance. They therefore call for empirical research to 

confirm the argument. This study is also put forward to address this research gap in Nigeria. 

2.5 Theoretical Framework 

Within the focused unit of analysis-SMEs- there exists principal-agent relationship, manager can 

delegates task to his subordinate. In effect information asymmetry arises since the manager is not 

in a position to have all information relevant to task being executed by the subordinate. Hence 

employee is expected to display some kind of opportunistic behaviors, leading to agency 

problem in the form of adverse selection and moral hazard. However, the theory suggests 

solution for the two problems of principal-agent relationship, which in this thesis related to 

Manager-subordinate relationship. Monitoring devices, which are accounting controls 

mechanisms: budget, performance measurements, hybrid measurement and compensation-are 

expected to address the moral hazard problems as identified and suggested by the theory. Since 

the manager lack capacity to observe all subordinate actions, these control mechanisms can be 

used to influence subordinate to pursue organization objectives with little or no interaction by the 

managers. Consequently, agency theory predicts optimal organization performance through the 

reduction of overall agency costs. 

In addition, non-accounting control mechanisms, like organization structures and policies and 

procedures, are also form of monitoring devise, if optimally used may address the agency 

problem of moral hazard. These non-accounting controls decrease the information asymmetry 

between the manager and subordinate. Based on the theory’s prediction, the subordinate’s 

cognitive and other limitations in the pursuit of organization objectives may be addressed 

through a well-designed policies and procedures and consequently, organization performance 

may be enhanced through the subordinate’s ability to effectively implement organization goals. 
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The second agency problem of adverse selection can also be addressed through the use of a 

social-cultural control mechanism: extensive recruitments procedure. This control technique is 

assumed to lead to effective screening of subordinates or employees and encourage them to 

disclose their minimum qualification and capacity and thus reduce the information asymmetry 

inherent in principal-agent relationship. It may also lead to self –selection since the prospective 

employees whose qualification is below the minimum set standard may be discouraged to apply. 

Effectively, the overall agency costs relating to adverse selection may be reduced and thus 

enhanced firm performance.  

The social control theory complement the suggested solution assumed in agency theory through 

the induction, training of employee and social events. Organisation core values are expected to 

be transmitted through the control mechanisms. Given the assumption of the theory, the problem 

of agent’s self-interest may be reduced and in effect goal congruence is achieved leading to 

enhanced organization performance.  

The prediction of the two theories is however subject to optimal choice of monitoring devices 

(Management control System) base on various contingency factors. Indeed, Eisenhardt (1989) 

argue that if an organization change its control layout in relation to contingency parameters, it 

can experience an improved performance. In reference to the argument of Chenhall (2003) that 

there is no single contingency theory but varieties of theories explaining the organization choice 

and design of management principles, techniques and practices, justifies the adoption of the 

prediction of institutional theory as a complementary theoretical framework of this thesis. The 

institutional theory assumes that much of the management control techniques in use not out of 

needs but pressures imposed by the institutions. Thus, organization use of management controls 

may not necessarily solve agency problem if it is predicated by pressures. 

Based on the conceptual discourse, salient predictions of the agency, contingency, social control 

and institutional theories and reviewed empirical evidences detailed in the preceding sections of 

this chapter, Figure 2.6.1(conceptual framework) depicts the relationships between Institutional 

pressures, internal contingencies and MCS use; relationship between MCS use and firm 

performance, and the effect of fit between internal contingencies and MCS on firm performance. 
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The first level in the framework depicts the influence of institutional pressures and internal 

contingencies on the choice of accounting and non-accounting control systems. in line with 

contingencies prediction, the level of internal contingencies (PEU, TU and AGE) should reflect 

the type of MCS in use for fit to occur or to prevent mismatch. However, the influence of 

institutional pressures may also dictate the choice and use of MCS implying that choice of MCS 

goes beyond rationality. This may goes a long way to affect appropriate MCS choice and 

indirectly contribute to problem of misfit or mismatch. 
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Figure 2.6.1 Conceptual Model on MCS, Firms Contingencies and Performance 

Source: Author’s Design (2019) 
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The second level of the model relates to the impact of MCS choice on performance. A firm with 

appropriate use of MCS, according to agency theory, will experience reduction in residual costs 

that may arise as a result of lack of goal congruence between managers and subordinate. This 

will effectively leads to enhanced performance. However, optimal performance is only 

achievable when there is a fit between MCS use and internal contingencies. This scenario is also 

depicted as the effect of degree of fit on performance in the second level of the model.The 

resulting hypotheses of this relationship earlier developed in chapter one were tested empirically 

in the subsequent chapters.  
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                                                          CHAPTER THREE 

   METHODOLOGY 

This chapter explains the procedure that employed to collect, validate and analyse data to answer 

and test the research questions and test hypotheses raised in chapter one. The process includes 

the description of the philosophical underpinning that informs the choice of research method, 

research design and strategy. It also concerns with the delineation of sampling frame, 

determination of sample size, sampling technique, and specification of the study model, design 

of instrumentation and method of data analysis and measurement of variables 

3.1 Research Philosophy and Strategy 

This study generates answers to the research questions from the epistemological position of 

pragmatism, which entail the combination of positivism and interpretivism/constructivism in a 

single study (pragmatism). This choice is informed by the need to have both detailed and general 

understanding of the problems identified in this study. Accordingly, the nature of the research 

problem is assumed to be seen from both objective reality and individual creation. The 

combination of the two paradigms has been argued to be a superior way of addressing 

behavoural research problems. Indeed, Bryman and Bell (2007) are of the few that the 

connection of quantitative and qualitative research strategies to positivism and interpretivism 

respectively should not be seen as fixed and ineluctable. 

Given the standpoint of the adopted epistemological considerations, mixed method research 

strategy was deployed. This strategy entails the integration of both quantitative and qualitative 

methods in a single project to collect data.  

3.2 Research Design 

The nature of the research questions reflects the intent of this study which is mainly to establish 

and measure the variation in performance of numerous Small and Medium Manufacturing 

Enterprises (SMMEs) as explained by management control practices, given the level of 

perceived internal contingencies. The study obtained that on the variables of interest through 

cross-sectional approach/design. Cross-sectional study pursues through both questionnaire and 



88 

 

interview has been affirmed to be flexible because it allows many questions relating to the topic 

of the research to be answered. 

This study approximates observation overtime by asking respondents question to recall their 

past. Managers that have spent minimum of five years in the organization are selected as key 

informants for the study. The weakness of cross-sectional design like: problem mismatch 

between theory/concept and empirical operationalization and measurement error, and sampling 

bias were addressed through various techniques   discussed in subsequent section of this chapter.  

There are various approaches to mixed method research in a cross-sectional study of this nature. 

Hamersley (1996) identifies three approaches: triangulation/convergent, facilitation and 

complementarity. Given the purpose of this research, triangulation/convergent, use of qualitative 

research to corroborate quantitative research findings or vice versa, was employed. The approach 

enables the study to collect data that related to different element of management controls 

practices in term of value and material facts. Qualitative strategy was used to collect individual 

value that would corroborate material fact collected through quantitative strategy. 

3.3 Population of the Study 

This study provides evidences on the effect of Management Control Practices on the 

Performance of Manufacturing SMEs in Lagos State. Therefore; all manufacturing SMEs 

operating in this state are ideal research objects or population. Lagos State was chosen as the 

study area because it is a beehive of industrial activities with considerable number of 

manufacturing SMEs. However, manufacturing SMEs with number of employees between 50-

200 and operating with Managing Director/General Manager, Managers responsible for 

Accounting, human resources and operation/Production constituted the study sampling frame for 

both quantitative and qualitative approach. These companies are expected to be using various 

management control techniques given their sizes in term of number of employees and nature of 

their operations. The list of manufacturing SMEs operating in the state was extracted from the 

Manufacturing Association of Nigeria (MAN) membership list (See Appendix three), while 

detailed information about the location of these companies was obtained from the information 

provided by Lagos Inland Revenue Service (LIRS). However, the LIRS required us to maintain 

confidentiality of these information after usage. To arrive at the actual list of sampling frame, a 
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preliminary 4-question survey on number of employees, years of operation, number of functional 

managers and asset base was sent to the primary population of 600 manufacturing SMEs in 

Lagos State and its environs. Analysis of the returned survey using the two criteria mentioned 

earlier resulted to sampling frame of 450 Manufacturing SMEs. However, Since both 

quantitative and qualitative data on the management control practices for the companies is 

needed through the key informants- four management staff (Managing Director/General 

Manager, Account Manager, Human Resources Manager and Production/operation Manager) 

mentioned earlier, the final population of the study was 1800(4*450) managers. 

3.4 Sample Size and Sampling Selection Technique 

3.4.1 Quantitative Strategy 

The primary sampling units of this study are the manufacturing SMEs in the sampling frame 

while the secondary sampling units are four managers in each company. Therefore, 

determination of the required sample size for the quantitative aspect of the study entails a two- 

stage procedure. The first stage computed the sample size from the sampling frame of 450 

manufacturing SMEs and this was done using   Taro Yamani Formulae (Yamani, 1964) as shown 

in Figure 3.1: 

  Figure3.1: 

  n=N/[1+(N��)] 

Where: 

 n=required sample size 

N=Study population or Sampling frame 

e=error limit on the basis of confidence level 

Based on 95% confidence level, the sample size is computed below: 

                n=450/[1+450(0.05) 2 

                  =212 
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The two hundreds and twelve manufacturing SMEs was selected using systematic random 

sampling to achieve high representation of the elements in the sampling frame and of course high 

degree of external validity. In the second stage, the four managers of the each randomly selected 

company were used, translating to eight hundred and forty eight managers (848) secondary and 

final sampling unit for this study.  

3.4.2 Qualitative Strategy 

For the qualitative data collection, the study adopted a purposeful sampling approach. Being the 

main designer and use of control mechanisms, 10 senior managers and 10 managing directors cut 

across the studied firms were selected and interviewed. 

3.5 Research Instrument 

3.5.1 Quantitative Data 

For the quantitative aspect of the research, questionnaire was deployed to  collect data. Bryman 

et al., (2007) acknowledge the strength of questionnaire as a method of data collection to 

include: elimination of interviewer effect (such as  ethnicity, gender and social background) that 

may bias the respondent answers and convenience for respondent in term of timing of 

completion. They however raised caution on the following areas when using questionnaire: 

greater risk of missing data, low response rate and literacy level of the respondent. All these 

shortcomings were addressed through the following strategies: a good covering letter explaining 

the reason behind the survey, adequate follow-up, and review of the questionnaire from Nigerian 

viewpoint and clear instruction and attractive layout. 

In the pursuit of the following strategies, the questionnaire layout was divided into four sections: 

A, B, C, D and E. Section “A” details the company and respondent profiles. The questions on 

company profile included: age and size of the company in term of number of employees and 

assets value while questions on respondent profile focus on gender, experience, number of years 

with the company, educational qualification and department or unit the manager belong to. The 

response format was closed ended structure both in monosyllabic and continuum scale where 

appropriate. 
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Section B, C, D and E were designed to collect data on the variables in the research questions. In 

doing this, attentions were given to the conceptual domain of each variable as reviewed in 

conceptual framework section of chapter two. Quantitative data on management control 

constructs: planning, cybernetic/measurement, reward/compensation, structure, policies and 

procedures and sociological/cultural.- was elicited through measurement questions in section B. 

Specifically scale, measure on seven-point likert scale, developed by Bedford et al. (2015) with 

numerous measurements questions from previous studies was substantially adopted in this 

section since their conceptual domain on management controls was a product of Malmi et al 

(2008) MCS framework.  

Section C and D focus on the measurement questions on contingency variables: Perceived 

Environmental Uncertainty (PEU), Task Uncertainty and Institutional Pressures respectively. 

Similarly, the Bedford et al (2015) scale on PEU and TU was used to achieve comparability of 

the study’s findings with previous studies (Chenhall, 2003). The choice of  the scale was 

informed by the high factor loading reported on each measurement questions underlying the 

variables. Given the conceptual domain of institutional pressures, Soobaroyen (2007) 

measurement questions was adapted to reflect institutional pressures variables in this study. In 

deed to the extent of literature reviewed; Soobaroyen’s study is one of the view quantitative 

studies on Institution pressures. 

Finally, section E contained questions on the outcome variable (Performance). Five items: 

financial performance, sales growth, market share and overall performance- based on reflective 

measurement model were used to capture firm performance. Preferably established s standards of 

these items were obtained from previous studies of Cao, Gedajlovic and Zhang (2009); Widener 

(2007) and Govindarajan (1986). Manager was asked to rate the company performance on the 

five items in comparison with competitors over five years. 

To ensure that this instrument measures what it purports to measure and give consistent result 

(Cooper &Schindler, 2003), it was subjected to various test of validity and reliability. Nature and 

choice of the test are discussed in the next section. 
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3.5.2 Qualitative data 

Semi-structured interview was employed to elicit views of respondents on the management 

control practices of the SMEs. For the purpose of this, a four-section specimen interview guide 

was attached to this thesis. Section A contains five questions relating to how accounting control 

systems are being used to achieve goal congruence as well as section B with eight questions. The 

interview guide also contains questions on the contingency factors and relationship between 

management control systems and performance. The recorded responses from  interview were 

transcribed . 

3.6 Validity and Reliability Test of the Instrument 

3.6.1 Quantitative strategy 

To ensure that the research instrument substantially and adequately reflect the meaning of the 

construct used in this study, the following forms of validity: content validity, criterion-related 

validity and construct validity were measured using expert evaluation, correlation analysis and 

factor analysis respectively. For expert evaluation, the study used expert from among academics 

and the practitioners with experience in management control systems.  

In order to obtain stable and similar results under consistent condition, perspective of reliability 

in term of stability and internal consistency was measured using test –retest approach and 

Cronbach’s alpha respectively.  

3.6.2 Qualitative Strategy 

In order to achieve validity of data in term of accuracy in the account of the interviewees’ 

responses, the transcribed qualitative data and the audio content were given to experts with deep 

knowledge about management control practices o SMMEs. All observations were considered 

before the final production of the transcribed data for analysis. In addition, the transcribed data 

were sent to the participants/respondents for check in order to confirm whether or not the 

transcript reflect their responses and experiences. 
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Since the qualitative responses were analysed text by text (narrative analysis) to form a common 

theme or pattern of agreement or consensus among respondents, the issue of reliability 

constitutes no threat to the research findings (Creswell & Clark, 2011) 

3.7 Models Specification based on Quantitative Strategy 

To assess the relationship posited in this  study’s hypotheses, King et al., (2010) and Bedford’s 

(2015) models on the contingency factors influencing budgeting practices, model on the effect of 

fit between  budgeting and contingency factors on firm performance and performance effect of 

MCS respectively were adapted. Decision to adapt these models was informed by the arguments 

of agency theory, contingency theory and institutional theory (earlier discussed in chapter two) 

with predictions that an effective MCS will reduce agency cost but only lead to improved 

performance, if there is no mismatch between contingency factors and MCS. 

3.7.1 Model on the relationship between Contingency Factor and MCS 

This model, according to King et al., (2010), appeals to contingency-based research to identify 

factors argued to drive to decisions to engage in budgeting practices. This argument is similar to 

this study’s theoretical framework relating to contingency theory. However, the prediction of 

institutional theory was integrated into this model to capture the argument that design and use of 

MCS may also be influenced by institutional pressures. The basic model is stated as follows: 

BUDG= �� + ��  ������ί+ ��  �����ί + �
  �����ί + ��   ��ί +…  �ί …3.1 

Where: 

BUDG= Budgeting practices of the firm 

Insize= Size of the firm 

STRUC=   organization Structure 

PEU=Manager’s level of Perceived Environmental Uncertainty 

TYPE=Practice type 

The model was adapted as follows: 
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 Model 1a: Relationship between Accounting Controls System and Institutional Pressures: 

ACCS = �� + ��  ��" ί+ ��  ���#� ί + �
   � ί + …  �ί…3.2 

Where: 

ACCS= Firm’s accounting control system  

REGP=Regulatory pressures experienced by the firms 

ASSOCP=Association Pressures perceived by firm 

PCP=Provider of capital pressures on the firm 

�� =constant 

��, �� ,�
 =regression coefficients/intercept 

�ί =error terms 

The a-priori expectation of the model is a positive relationship between ACCS, dependent 

variable and independent variables. i.e. ��, �� ,��%�
 > 0 

Model 1b: Relationship Between Non-Accounting Controls System and Institutional Pressures: 

NACCS= �� + ��  ��" ί+ ��  ���#� ί + �
   � ί + …  �ί………3.3 

Where: NACCS= Firm’s non-accounting control system  

REGP=Regulatory pressures experienced by the firms 

ASSOCP=Association Pressures perceived by firm 

PCP=Provider of capital pressures on the fir 

�� =constant 

��, �� ,�
 =regression coefficients 

�ί =error terms 
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The a-priori expectation of the model is a positive relationship between NACCS, dependent 

variable and independent variables. i.e. ��, �� ,��%�
 > 0 

Model 2a: Relationship Between Accounting Controls System and Internal Contingencies: 

ACCS= �� + ��   ��ί+ ��  ��ί + �
  �"�ί + …  �ί………3.4 

           Where: 

ACCS=Firm’s accounting control system 

PEU=Manager’s Perceived level environmental uncertainty 

TU=Subordinate’s Task uncertainty 

             AGE=Age of firms 

�� =constant 

��, �� ,�
 =regression coefficients 

�ί =error terms 

The a-priori expectation of the model is a negative relationship expected between ACCS, 

dependent variable and independent variables. i.e. ��, �� ,��%�
 > 0 

Model 2b: Relationship Between Non-Accounting Controls System and Internal Contingencies: 

NACCS= �� + ��   ��ί+ ��  ��ί + �
  �"�ί + …  �ί……3.5 

           Where: 

NACCS=Accounting control system  

PEU=Manager’s Perceived level environmental uncertainty 

TU=Subordinate’s Task uncertainty       

AGE=Age of firms 

�� =constant 
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��, �� ,�
 =regression coefficients 

�ί =error terms 

The a-priori expectation of the model is a negative relationship between NACCS, dependent 

variable and independent variables. i.e. ��, �� ,��%�
 > 0 

3.7.2 Model on the Effect of fit between Accounting Controls System/Non-Accounting and 

Internal Contingencies on SMEs Performance 

This model, according to King et al., (2010), also appeals to contingency-based research 

argument that business that fails to achieve best “fit,” yet continues to survive but at a lower 

level of performance. This argument thus requires evidence of association between fit and 

performance which is the objective of this model. Fit in this model is measured using the residual 

(e) in equation (4) and (5), implying that the degree of lack of fit is a function of the value of the 

residual. The model is stated as follows: 

Model 3: Effect of fit between accounting controls system/non-accounting and internal 

contingencies on SMEs performance 

PERF= �� + �� FIT+�ί……………… 3.6 

Where: 

PERF=Firm performance 

Fit= degree of alignment between accounting controls system/non-accounting controls 

system and internal contingencies  

�ί =error terms 

The a-priori expectation of the model is a positive relationship between ACCS, dependent 

variable and independent variables. i.e. ��, > 0 
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3.7.3 Model on the effect of MCS (Accounting and Non-accounting control system) on firm 

performance 

Although, Bedford (2015) assess the association between Management control systems and firm 

performance of exploratory and exploitation firm, the model is similar to this thesis’s argument, 

as predicted by agency theory that MCS practice reduce agency cost and thus lead to improved 

performance. The basic model is stated as follows: 

PERF = �� + ��  Diagί+ ��  Intί + �
 Boundί +��Beliefί+ �� Diag ∗ Boundί + �
 Int ∗ beliefί 

+�ί …………3.7 

 The model is adapted as follows: 

Model 4: Effect of MCS (Accounting and Non-accounting control system) on firm 

performance 

PERF = �� + ��  PLANί+ ��  MESί + �
 COMPί +��STRUCί+ �� POPί + �
 SOCUί + �ί……3.8 

Where: 

PERF=firm performance/MCS effectiveness 

             PLAN= Firm’s planning control 

MES=Firm’s measurement Control 

COMP=Firm’s compensation Control 

STRUC= organization structure 

POP=Firm’s policies and Procedures 

SOCU=Firm’s socio-cultural control 

�� =constant 

��, �� ,�
 , �� , �� , �
 , �� , ��=Regression coeficient 

�ί =error terms 



98 

 

The a-priori expectation of the model is a positive relationship MCS dependent variable 

and independent variables .i.e. ��, �� ,�
 , �� , �� , �
 , �� , ��>0 

3.8 Definition and Measurement of variables 

3.8.1 Definition of Variables 

Based on the conceptual domain of the variables in the research questions as reviewed in chapter 

two of this thesis, their working definitions are given as follows 

3.8.1.1 Management Control Constructs 

Planning was measured from two dimensions of Mode: development of the long-term ends and 

means of the firm – ad-hoc, adaptive and emergent, to formalised, deterministic and deliberate 

(Brews & Hunt, 1999; Mintzberg, 1994); Participation: Involvement of subordinates in strategic 

planning processes (Ketokivi & Castaner, 2004; Shields & Young, 1993)  

Measurement is viewed from four dimensions of Diagnostic: Monitoring activity through 

deviations from preset standards of performance (Simons, 1995); Interactive: Regular 

involvement in subordinate activities by management to encourage debate, creative behaviours 

and address strategic uncertainties (Bisbe et al., 2007; Simons, 1995); Cost Control: Financial 

performance measures of cost efficiency and effectiveness (Kober et al., 2007; Simons, 1987); 

Measure Diversity: Broad scope and non-financial performance measures (Henri, 2006; Ittner et 

al., 2003)  

Compensation was captured from three perspectives. Performance Pay: Performance-contingent 

rewards and incentives (Fisher, 1995; Shields & Young, 1993); Subjective/Objective: Method of 

determining individual compensation – subjective to objective (Fisher, 1995; Govindarajan & 

Gupta, 1985); Short/Long Term: Time horizon used for individual compensation – short to long 

term (Fisher, 1995; Govindarajan & Gupta, 1985). 

Structure is operationalized through three dimension of Decentralization: Locus of authority – 

centralised to decentralised (Abernethy et al., 2004; Gordon & Narayanan, 1984); 

Communication: Nature, direction and content of communication patterns – mechanistic to 

organic (Burns & Stalker, 1961; Chenhall & Morris, 1995); Integrative Liaison Devices: 
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Horizontal structural arrangements overlaying traditional functional structures (Abernethy & 

Lillis, 1995; Galbraith, 1973) 

 Policies and procedures were operationalised from four dimensions: Autonomy: Work active & 

Waterhouse, 1975; Kober et al., 2007); Boundary Systems: Statements defining acceptable or 

unacceptable domains of activity (Simons, 1995); Standardization: Rules and procedures 

specifying the means of conducting work activities (Daft & Macintosh, 1984); Pre-action 

Reviews: Processes of scrutinization and authorization prior to activity performance (Merchant 

& Van der Stede, 2012; Speklé, 2001) 

Socio-ideological control was captured using four dimensions of Selection: Search, Evaluation 

and Recruitment of employees according to a set of criteria, such as value alignment (Chatman, 

1991; Harrison & Carroll, 1991); Socialization Processes whereby individuals come to 

appreciate prevailing norms and beliefs in the firm (Chatman, 1991; Harrison & Carroll, 1991); 

Belief Systems :Statements communicating the basic values and premises for action of the firm 

(Schein, 2004; Simons, 1995); Social Control: Reliance on shared values, norms and beliefs to 

direct work activities (Ouchi,1979; Schein, 2004). 

3.8.1.2 Performance 

Performance was  operationalised from two subjective dimensions: Financial and Non-financial 

performance: extent to which firm is significantly below or above average relative to competitor 

in the areas of  profit, sales growth, market share (Bedford, 2015), MCS effectiveness: extent to 

which the control mechanisms motivate, coordinate, monitor and support subordinate in the 

pursuit of organization assignment (Kruis, 2008).The subjective measure of performance data 

has been argued in the literature to be well established and more preferable when there is 

potential accounting difference reports (King et al., 2010). Miller and Cardinal (1994) also gave 

argument in support of perceptual performance data as ‘It may be that informant data, which 

individual typically give under conditions of promised anonymity for their firms, basically reflect 

true performance, but archival data to a substantial degree reflect public relations, tax and other 

extraneous considerations that create noise in data. 
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3.8.1.3 Contingency Variables 

Contigency variables used in this study include: 

Task Uncertainty is defined from two dimensions Outcome Measurability: Extent to which 

outcomes of subordinate activity can be validly and reliably captured in quantitative standards of 

performance (Eisenhardt, 1985; Ouchi, 1977); Task Programmability: Extent to which 

subordinates actions required to achieve an objective are known and visible to top management 

(Eisenhardt, 1985; Ouchi, 1977) 

 Perceived Environmental Uncertainty is defined using four dimensions. Unpredictability: 

Inability to anticipate variations among elements of the environment and assess the effect of 

material changes on the organization (Child, 1972; Dess & Beard, 1984; Miller & Friesen, 

1983); Turbulence : Rate of change and instability in the environment (Dess & Beard, 1984; 

Mintzberg, 1979); Complexity: Range and diversity of environmental factors relevant to firm 

operations (Child, 1972; Dess & Beard, 1984); Hostility: Degree of threat from competitors for 

market demand, necessary resources and opportunities for growth (Child, 1972; Khandwalla, 

1973; Miller & Friesen, 1983) 

Age is defined from the dimensions of Maturity or old versus young Leit and Carvalhal (2016); 

Hui, Radzi, Enatabadi, Kasim & Radu (2013). 

3.8.2 Measurement of Variables 

Based on the above definitions, the description of how the variables will be measured is given in 

the table 3.7.2 
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Table 3.7.2: Measurement of Variable 

Type of 

Variabl

e 

Variables 

Name & 

(Symbol) 

Measurement Sources A-prior 

expectatio

n 
Dependent  
Performan
ce 

Perceived 
Financial and 
non-financial 
performance 
(PERF) 

This is measure through five items of financial and non-
financial performance indicators: financial performance, 
sales growth, relative market shares. 

Bedford (2015)  
 
 
       

MCS 
effectiveness 
(PERF) 

This is measure using 7 items reflecting the MCS 
effectiveness in supporting, evaluating guiding and 
motivating employees or subordinate in the achievement of 
organization goals. 

Kruis (2008)  
 
 
 
 
 
      

Dependent Accounting 
Control  
System 
(ACCS) 

Measure as a composite or summation of Planning, 
measurement and compensation control techniques 

Malmi &Brown 
(2008) 

 

Dependent Non-
accounting 
Control 
System 
(NACCS) 

Measure as a composite or summation of organization 
structures, Policies and Procedures and Socio-cultural 
Control 

Malmi and 
Brown (2008) 

 

Independe
nt: 
Managem
ent 
Control 
System 
(MCS) 

Planning 
(PLAN) 

Two sub-construct: strategic planning and planning 

participation. The formal will be measured use five items 
reflecting process of  strategic planning in term of formal or 
informal using  seven-point likert scale, while planning 

participation will be measure using single item  
reflecting level of participation 

 For strategic 
planning: 
Brews and 
Hunt (1999); 
Convin et 

al(2001) 
 
For Planning 
participation: 
Shield &Young 
(1993) 

 
 
 
+ 

Cybernetic/m
easurement 
(MES) 

Four sub-construct: Diagnostic control, interactive control, 
cost control and measure of diversity. The first sub-construct 
contains five items representing usage of accounting as a 
part of cybernetic control cycle. The second sub-construct 
contain five items showing the formative properties of how 
budget are being used as a communication tool to inspire 
subordinate. Cost control use three items   to assess how 
accounting tools are being used to monitor all tasks. 
Measure of diversity is proxy through six items (Customer, 
Employee, Operational process, innovation, quality and 
social responsibility ) reflecting dimension of subordinate 
performance 

For diagnostic 
and interactive 
:Henri(2006);W
idener (2007) 
and Bisbe and 
Otley (2004) 
 
For cost 
control: Simon 
(1987); 
Widener(2004) 
and Kober, Ng 
& Paul (2007). 
 
Henri 
(2006);Ittner, 
Larcker and 
Randall (2003) 
and Scott and 
Tiessen (1999) 

 
 
 
 
 
 
+ 

Compensation Measure through three sub-constructs :performance based For  
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(COMP) compensation, subjective/objective based compensation and 
short/long term based compensation: The first sub-construct 
contain three items reflecting level at which compensation 
depend on performance. The second sub-construct use single 
item assesses emphasis on subjective or objective 
determination of compensation. The last item is also a single 
item relating to the level of emphasis on short or long term 
performance for subordinate compensation. 

performance 
based: Chalos 
and O’Connor 
(2004) 
Shield and 
Young (1993). 
For 
subjective/obje
ctive based: 
Simon (1987) 
 
Bedford (2015) 

 
 
 
 
 
+ 

Structure 
(STRUC) 

This is measured using  three sub-constructs: 
decentralization with five item focusing on the level of 
influence subordinate has on decision right; 
Communication with four item measuring how mechanistic 
or organic is the communication process; and integrative 

liaison devices contain four items relating to various 
coordinating mechanisms. 
 

For: 
decentralization
: Khandwalla 
(1973); Gordon 
and Narayanan 
(1984). 
 
For 
communicatio:
Convin et 

al(2001); Leifer 
and Huber 
(1977); 
Chenhall 
&Morris (1995) 
Integrative 
Liaison: 
Galbraith 
(1973) 

 

Policies 
&procedures 
(POP) 

Proxy through four sub-constructs: Autonomy contains two 
items to reflect level independent conduct of activities by 
subordinate; boundary systems four items to measure level 
of restriction impose on subordinate activities; 
standardization reflect on three items measuring the extent 
to which activities, procedure and process are standardized; 
pre-action review is measured using two items to reflect how 
tight are the application of the pre-view on action undertaken 
by subordinate. 

For autonomy: 
Kober et al 
(2007) and Ito 
and Peterson 
(1986). 
For Boundary 
system: 
Widener (2007) 
 
For 
standardization 
:Abernethy and 
Lillis 
(1995);Gerdin,2
005) 
 
For Pre-action 
review: 
Merchant and 
Van der Stede 
(2012) 

 
 
 
 
 
 
+ 

Socio-cultural 
(SOCU) 

Proxy with four sub-constructs: Selection reflects through 
two items measuring how extensive is the selection  process 
of employees; socialization contain three items representing 
the extent to which training, social events and mentoring to 
enhance subordinate performance ;Belief system contain four 
items reflecting the extent to which organization values, 
puporse and direction are codified and communicated; 
Social control use four item measuring the extent to which 
organization culture are entrenched. 

For selection: 
Snell (1992) 
and Widener 
(2004) 
 
For 
socialization: 
Chatman 
(1991);Harrison 
and Carroll 

 
 
 
+ 
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Source: Author’s extract from previous studies, 2019. 

 

 

(1991) 
For Belief 
system: Simon 
(1995);Widener 
(2007) 
For social, 
control: 
Ouchi(1979) 
and Schein 
(2004) 

Independe
nt: 
Contingen
cy Factors 
 
  

Perceived 
Level of 
Environmenta
l Uncertainty 
(PEU) 

Proxy with three sub-constructs: Unpredictability, 

Turbulence and hostility. The first sub-construct uses for 
five items to measure level of predictability of the 
environment concerning customer  level of demand, market 
for key inputs from suppliers, competitors, technology and 
economic or regulatory .The second sub-construct: 
turbulence reflects  PEU in term of the changes in the 
following: customers, supplier ,customer, competitor and 
regulation material on the business. The third items: hostility 
measures PEU through three items reflecting dimension of 
competition, resources and strategic opportunities 

For 
unpredictability
: Doty, Glick 
and Huber 
(1993), Godon 
et al (1984) 
 
For turbulence: 
Doty et al 

(1993) 
 
 
For hostility: 
Tan and 
Litschert 
(1994); 
Gastrongiovani 
(1991); Miller 
and Friesen 
(1983) 

 
 
 
+ 

Subordinate’s 
task 
uncertainty 
(TU) 

This is measured through two sub-constructs: Outcome 

measurability and task programmability. Three items are 
used to measure how measureable is the subordinate 
performance while three items for how visible are the action 
of subordinate take to achieve result. 

For both sub-
constructs: 
Snell (1992) 

-/+ 

Firm’s Age 
 
(AGE) 

This is measured in term of numbers of year the firms has 
been in existence in manufacturing activities. It further 
classified to two dimension: Young (1-10 years) and old or 
matured firm (11 years and above). 

Leit & 
Carvalhal 
(2016); Hui et 

al.(2013) 

-/+ 

Independe
nt: 
Institution
al pressure 

Regulatory 
Pressure 
(REGP) 

This is measure through a measure question on the extent to 
which regulatory requirement influence the choice and use 
of Management Control mechanisms 

Soobaroyen 
(2007) 

-/+ 

Provider of 
capital 
Pressure 
(PCP) 

This is measure through a measure question on the extent to 
which provider of capital(loan and trade creditor) influence 
the choice and use of Management Control mechanisms 

Soobaroyen 
(2007) 

 
 
+ 

Association 
membership 
(ASSOCP) 

This is measure through a measure question on the extent to 
which association membership  influence the choice and use 
of Management Control mechanisms 

Soobaroyen 
(2007) 

 
+ 

“Fit”(FIT) This is measure using the model residual of equation 3 and 4 King, 
Clarckson and 
Wallace (2010) 

 
+ 

    - 
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3.9 Method of Data Analysis 

3.9.1 Quantitative Analysis 

Since the main objective of the thesis was to study the different effects of management controls 

mechanism on performance and confirm or reject the prediction of theories and evidences of 

previous studies both descriptive and inferential statistical techniques were employed.  

Descriptive statistics such as mode and mean were used to discover pattern on both companies 

and management profiles and evaluate responses to each measurement question. Other 

preliminary analyses that were conducted through other statistical techniques are: Pair-wise 

correlation, Variance Inflation Factor (VIF) and Crobanch’s Alpha. Pair-wise correlation is 

concerned with the test of the existence of multi-collinearity among independent variables but 

Variance Inflation Factor (VIF) was employed to test the significance of non-existence of multi-

collinearity. The Crobanch Alpha was used for the test of internal consistence that indicates the 

reliability of the measuring instrument. 

The inferential statistical techniques were employed to analyze data that provided answers to the 

research questions and lead to the acceptance or rejection of research hypothesis. Specifically, 

regression analysis and Partial Least Square-Structural Equation Models-s (PLS-SEM) was 

employed to provide evidences for   the research questions. These are appropriate since the 

nature of data collected is interval scale, meeting one of the requirements of parametric statistical 

techniques. 

The structural Equation Model (SEM) is a second-generation multivariate data analysis that 

examine the relationship  among variables under consideration (Haenlein &Kaplan,2004).It has 

been adjudged to be useful for the analysis of unobservable, hard-to-measure, latent variables 

that characterized most of the variables of interest in social and management sciences research. 

SEM allows integration of both latent and manifest variable through the specification of two 

models: Structural model and inner model. The model consists of all latent variables and their 

relationship, while the latter connect the latent to the observable indicators. The main idea behind 

SEM is the representation of the relationship between the constructs through the structural 

model. SEM derives its name through the combination of structural and related measurement 
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model. In other word, SEM “defines the overall relationship between theoretical constructs and 

the required manifest indicators to measure them”(Hutzschenreuter,2009). 

Marketing Bulletin (2003) listed three different approaches to SEM: Covariance-Based SEM 

(CB-SEM), Partial least Square SEM (PLS-SEM) and component-based SEM also known as 

Generalised Structural Component Analysis (GSCA). The first approach, according to the 

bulletin, is useful or appropriate when the sample size is large, data is normally distributed and 

the model is correctly specified. However in reality, it is usually difficult to reliably find data that 

substantially exhibits these requirements. PLS-SEM, the second approach, is a viable alternative 

when sample size is small, data is not necessarily normally distributed and predictive accuracy is 

essential. These three features of PLS-SEM endear this thesis to choose it as an appropriate 

estimation technique. The third approach (GSCA) can be used when there are existence 

nonlinear latent variables and overall of the model fit is required. 

PLS-SEM intends to maximize the amount of explained variance of dependent variable. It uses 

the re-sampling method (bootstrapping) to test for the quality of overall model. Like other 

multivariate statistical analysis, it is an estimation technique which perform its function through 

four steps iterative process (Hutzschenreuter, 2009).The first step is used to estimate weight, the 

second step entail approximation of outer model, the third step carries out estimation of path 

coefficient and the last step gives the estimation of inner model. 

The choice of PLS-SEM was informed by the characteristics of the variables of interest in this 

study. The management control mechanisms are substantially unobservable, latent variables, the 

sample size of 212 is relatively small, normality of the data involve cannot be reliably perfect in 

reality and the need to achieve accurate prediction. 

The summary of statistical techniques used for each research question is presented in   table: 3.9 

3.9.1.1 Estimation Technique of the Independent Variables Parameters 

This study estimated the population regression function (PRF) through the information collected 

from the sample. In other word, PRF was estimated by Sample Regression Function (SRF). 

Method of Ordinary Least Squares (OLS) was employed to obtain the parameters of SRF 

because its statistical efficiency (Gujarati &Porter, 2010).The OLS allows us to find a regression 



106 

 

line of best fit, which keeps errors to a minimum. It employs the criterion of minimizing the total 

squared errors of estimate (Cooper & Schindler, 2003). Gujarati &Porter, 2010) stated the OLS 

principle algebraically as follow: 

                              Minimize∑eί2=∑(Y-Ῡ)2 

Where: 

∑eί2 denotes the residual sum of squares 

Y stands for actual PRF 

Ῡ represents SRF 

                   
 Regression coefficients: ��, �� ,�
 , �� , �� , �
 , �� ��% ��  were used to find least square solution 

of the specified model in equation 1,2,3 and 4 accordingly. The Best Linear Unbiased Estimate 

(BLUE) property of the OLS informed its choice in this thesis .However, the assumptions of 

normality, linearity of parameters, non-existence of exact collinearity between independent 

variables for multiple regression analysis were tested before the application OLS method. 

3.9.2Qualitative Analysis 

Since this study used qualitative finding to corroborate quantitative finding, narrative analysis 

was employed as a data analysis technique to obtain results from the interview conducted. It 

entails text by text analysis of qualitative data with the main aim of establishing consensus 

among respondents to form a common theme or meaning to phenomenon in question(Creswell et 

al.,2011) Although, other techniques such as analytical induction and grounded theory are 

identified in the literature, Bryman et al.,(2007) affirmed that narrative analytical technique is 

more appropriate for triangulation approach to mixed method research strategy, and that the 

technique has become popular among researchers in the field of management science. 
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Table 3.9: Research Questions and Statistical Analysis 

S/N Research Questions Statistical Techniques Estimation 
Technique 

I How do institutional pressures   influence usage  level of 

accounting controls systems in manufacturing SMEs in Lagos 

State? 

 

Regression and 
narrative analysis 

Ordinary 
least 
square(OLS) 

ii What is degree of institutional pressures’ influence  on the usage 

level of non-accounting controls systems in manufacturing SMEs 

in Lagos State? 

 

 

Regression and 
narrative analysis 

OLS 

iii What is nature of relationship between accounting controls system 

and internal firm contingencies? 

 

 

Regression and 
narrative analysis 

OLS 

iv How do internal firm contingencies influence non-accounting 

controls system in manufacturing SMEs? 

 

 

Regression and 
narrative analysis 

OLS 

vi   How does accounting control systems influence the performance 

of manufacturing SMEs? 

    

 

PLS-SEM and narrative 
analysis 

OLS 

Vi To what extent do non-accounting control systems affect the 

performance of Manufacturing SMEs 

 

PLS-SEM and narrative 
analysis 

OLS 

vii How does degree of fit between accounting controls system and 

internal contingencies influence performance in manufacturing 

SMEs? 

 

Regression analysis OLS 

viii To what extent is degree of fit between non-accounting controls 

system and internal contingencies influence performance? 

 

Regression analysis OLS 
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                                                          CHAPTER FOUR 

                                    RESULTS AND DISCUSSION OF FINDINGS 

 

This chapter presents the empirical results of the study in the following order: analysis of the 

data sample in term of response rate and evaluation of missing data, descriptive statistics of the 

sampled companies, informant respondents and measurement questions of the scale are presented 

in the first section. The second section deals with the preliminary analysis of data in term of 

normality test and pair-wise correlation while the third and the last sections are dedicated to 

testing of hypothesis and discussion of findings respectively. 

4.1 Assessment of the Data Sample 

4.1.1 Response Rates of quantitative strategy 

In chapter three, discussions were made as to the nature of the potential respondents used from 

the research sites. Accordingly, 848 managers of the companies were proposed to be used as the 

respondent informants for the study and questionnaires were distributed via both on-line and 

physical medium. However, not all the distributed instruments were returned. As shown in table 

4.1, 320 questionnaires were returned out of which 262 are valid for the final analysis. This 

represents 30% response rates, though relatively low but sufficient in comparison with the 

previous MCS studies such as Widener (2007), Lee and Pennings (2001), Spanos and Lioukas 

(2001). Indeed, Van der Stede, Mark, Young and Xiaoling (2006) argue that more attention 

should be paid to non-response bias because the results of a study can still be generalized with 

relatively low response rate with little or no response bias. Our thorough checking of the data 

revealed immaterial response bias. 

 

Table 4.1: Response Rate Statistics 

Description Frequency Percentage 

Distributed  Questionnaires 848 100 
Returned Questionnaires 320 38 
Valid Questionnaires 262 30 
Response rate  30% 
   
Source: Author’s Computation, 2019 
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4.1.2 Response Rates of qualitative strategy 

As indicated in section 3.4.2 in chapter three, ten senior managers and ten managing directors 

were selected for interview, only 13 granted permission for the exercise. These responses 

constitute 65% rate as shown in table 4.1.1. The rate was to a large extent adequate, since the 

purpose of qualitative strategy in this study is to corroborate quantitative findings (Creswell, et 

al., 2011). 

Table 4.1.1: Response Rate Statistics 

Description Frequency Percentage 

Number Scheduled for interview 20 100 
Number Interviewed 13 65 
Number not interviewed 7 35 
   
   
Source: Author’s Computation (2019) 
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4.1.3 Evaluation and Treatment of Missing data 

In the conduct of field research, missing values problem is a common place because it is difficult 

to get respondents to answers all items in the scale. This study addresses the problem through the 

use of singular imputation technique  

 

Table 4.2: Missing Value Statistics 

 Result Variable 

N of Replaced 

Missing Values 

Case Number of Non-Missing Values 

N of Valid Cases Creating Function First Last 

1 
Qualificatn_1 4 1 261 216 

SMEAN(Qualific

atn) 

2 Cadre_1 2 1 
261 261

SMEAN(Cadre) 

3 MCC3_1 3 1 
261 261

SMEAN(MCC3) 

4 SNL1_1 2 1 
261 261

SMEAN(SNL1) 

5 PAU1_1 2 1 
261 261

SMEAN(PAU1) 

6 EUU2_1 2 1 
261 261

SMEAN(EUU2) 

7 ETU5_1 2 1 
261 261

SMEAN(ETU5) 

8 ECM2_1 2 1 
261 261

SMEAN(ECM2) 

9 EHS2_1 2 1 
261 261

SMEAN(EHS2) 

10 FNF5_1 1 1 
261 261

SMEAN(FNF5) 

11 RPR4_1 2 1 
261 261

SMEAN(RPR4) 

12 MMD3_1 1 1 
261 261

SMEAN(MMD3) 

13 MMD6_1 1 1 
261 261

SMEAN(MMD6) 

14 SNL1_2 2 1 
261 261

SMEAN(SNL1) 

15 SNL4_1 3 1 
261 261

SMEAN(SNL4) 

Source: Author’s Computation (2019) 

which entail the use of average value to estimate potential values (Bankhofer, 1995), generated 

in the seventh column in table 4.2. This technique, according to Bankhofer (1995), gives minimal 

bias. Consequently, the Structural Equation Model’s requirement of data sets without missing 

value was met. 
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4.2 Descriptive Statistics of the Company and Respondent Profile 

4.2.1 Company’s Profile 

Summary statistics of the sampled companies’ characteristics in term of age, number of 

employees and assets values is presented in table 4.3. The distribution of the companies across 

age classes shows that 90.5% of the companies have been in existence for the period of six years 

above. This distribution pattern implies that majority of the companies are not infant but 

relatively experienced to initiate various forms of management control systems. The distribution 

in terms of employees also gives similar pattern to that of age. In essence, considerable numbers 

of the sampled companies have numbers of employees that required a systematic control system. 

Table 4.3: Company’s Profile 

S/N Description Frequency Percentage 

1 Age 

0 – 5yrs 
6 – 10yrs 
11 – 15yrs 
16 – 20yrs 
21yrs and above 

 
25 
64 
59 
68 
46 

 
9.5 

24.4 
22.5 
26.0 
17.6 

2 Number of Employee 

1 – 50 employees 
51 – 100 employees 
101 – 150 employees 
151 – 200 employees 
201 and above  employees 

 
25 
79 
64 
64 
30 

 
9.5 

30.3 
24.4 
24.4 
11.5 

3 Company’s Asset 

10 – 20m 
21 – 40m 
41 – 60m 
61 – 80m 
81m and above 

 
61 
61 
55 
52 
33 

 
23.3 
23.3 
21.0 
19.8 
12.6 

Source: Author’s Computation (2019) 

Although the distribution of the sampled companies in term of assets values looks slightly 

different, nearly 76% of these companies operate with assets values ranging from 21million naira 

to 81 million naira and above. Expectedly, optimal utilization of these assets entails management 

control systems design that aligns with companies contingencies. 
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4.2.2 Respondents’ Profile 

Frequency distribution of the respondents profile in term of area of discipline, as shown in table 

4.3, indicates that 43.5% are in the area of business management, 25.2 % of the managers studied   

economics while 19.8% possess qualification in accounting and finance and 6.5% and 5% for art 

and engineering respectively. This distribution pattern suggest a tendency of using more of non-

accounting control systems since majority of the managers are not from accounting and finance 

discipline that may have inclination of using more formal or accounting control systems.  

Table 4.3: Respondents/Managers Profile 

S/N Description 

 

Frequency Percentage 

1 Discipline 

Accounting & Finance 
Bus Admin. 
Economics 
Art  
Science/Engineering 

 
52 

114 
66 
17 
13 

 
19.8 
43.5 
25.2 
6.5 
5.0 

2 Qualification 

SSCE 
OND 
HND 
BSc 
1st Degree & Professional Qualification 

 
8 

48 
5 

161 
40 

 
3.1 

18.3 
1.9 

61.5 
15.3 

3 Department 

Accounting & Finance 
Production 
Human Resources 
Sales 
Others 

 
31 
73 

102 
39 
17 

 
11.8 
27.9 
38.9 
14.9 
6.5 

4 Working Experience with Company 

0 – 5yrs 
6 – 10yrs 
11 – 15yrs 
16 – 20yrs 
21yrs and above 

 
74 

110 
45 
21 
12 

 
28.2 
42.0 
17.2 
8.0 
4.6 

5 Cadre 

Managing Director 
General Manager 
Senior Manager 
Manager 
 

 
10 
69 

127 
56 

 

 
3.8 

26.3 
48.4 
21.5 

Source: Author’s Survey (2019) 
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In term of the qualification of the respondent, 78% of the respondents are graduates of University 

and Polytechnics. This implies that substantial number of the managers is literate with capacity 

and ability to comprehend the administered instruments as this has been reflected in  the level of 

non-response bias and missing data discussed in section 4.1.2.Thus,any information supplied by 

the respondent group could be relied upon valid analysis and conclusion. Frequency distribution 

in term of working experiences indicates that substantial number of the respondents, nearly 72%  

have more than five years experiences about  companies operation to provide reliable responses 

about the operation of management controls in practice. And all the sampled respondents are in 

the cadre of managers as revealed in table 4.3. 

4.3 Descriptive Statistics of the indicators of the Variables 

4.3.1 Descriptive statistics of all Measurement items for Management Controls Variables 

The mean scores reflect some little difference on the  items used to measure the planning 

variable but no mean scores are below 3.00 as shown in table 4.4, indicating planning is fairly 

used as management control techniques. The same pattern of distribution are observed for items 

in measurement control, as indicated in table 4.5 (i.e. no mean score below 3.00) but all the five 

items for diagnostic use of budget recorded between 3.02 to3.13 as mean scores except one item 

with mean score of 4.08 suggesting the lower behavioral use of budget to identify critical area of 

operation. Also three  out of the six items  for sub-dimension of measurement control variables, 

measure of diversity in table 4.5 are of the mean scores ranging from 4.00 to 4.85 while the 

remaining half are of the  3.02 to 3.13 mean scores. Based on this pattern, it appears that budget 

and measure of diversity as sub-dimensions of measurement controls are not highly used as 

behavioral control devise but emphasis seem to be placed on cost control sub-dimension of 

measurement as the mean scores for the three items used to measure cost control are in the range 

4.79 to 5.87. 
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Table 4.4: Planning 

S/N Items Min Max Mean S.D 
1 How would you describe the strategic goals of 

your organization 
1 7 4.73 1.329 

2 How would you characterize the strategic plan 
of your organization 

1 7 4.12 1.007 

3 How closely is the strategic plan followed in 
your organization 

1 7 3 .82        1.006 

4 How would you describe the process by which 
strategy develops in your organization 

1 7 5.85 1.050 

5 To what extent are subordinates involved in 
the strategic planning processes of the 
organization 

1 7 3.92 1.71 

Source: Author’s Computation (2019) 

Table 4.5: Measurement 

S/N Items Min Max Mean S.D 

Diagnostic Control 
1 To what extent does management use budget 

to identify critical performance variables 
1 7 4.08 .950 

2 To what extent does management use budget 
to set targets for critical performance variables 

1 7 3.02 .971 

3 To what extent does management use budget 
to monitor progress towards critical 
performance target 

1 7 3.13 .877 

4 To what extent does management use budget 
to provide information to correct deviations 
from present performance targets 

1 7 3.11 .901 

5 To what extent does management use budget 
to review key areas of performance 

1 7 3.04 .907 

TIGHTNESS 

1 How flexible are subordinate performance 
targets once they have been set 

1 7 3.82 .999 

2 How frequently are subordinates consulted 
about performance target achievement 

1 7 4.73 1.160 

3 To what extent are written explanations for 
variances from target performance levels 
required from subordinates 

1 7 3.89 .962 

4 To what extent are subordinate evaluations 
predominantly based on achievement of 
performance targets 

1 7 4.82 1.181 

 

INTERACTIVE CONTROL 

 

1 To what extent does management use budget 
to provide a recurring and frequent agenda for 

1 7 4.08 .931 
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top management activities 
2 To what extent does management use budget 

to provide a recurring and frequent agenda for 
subordinate activities 

1 7 5.23 .854 

3 To what extent does management use budget 
to enable continual challenge and debate of 
underlying data, assumptions and action plans 
with subordinates and peers 

1 7 3.05 .847 

4 To what extent does management use budget 
to focus attention on strategic uncertainties 

1 7 4.05 .931 

5 To what extent does management use budget 
to encourage and facilitate dialogue and 
information sharing with subordinates 

1 7 3.78 1.169 

COST CONTROL 

1 Cost control systems monitor virtually all 

tasks in the organization 

1 7 5.87 1.031 

2 Organization operations are controlled by 

analyzing and reporting to top management 

variances between actual costs and standard or 

expected costs 

1 7 4.90 1.123 

3 To what extent are cost centers used in your 

organization 

1 7 4.79 1.130 

MEASURE OF DIVERSITY 

1 To what extent are measures related to 
customers used to evaluate subordinate 
performance 

1 7 3.82 1.049 

2 To what extent are measures related to 
employees used to evaluate subordinate 
performance 

1 7 3.84 1.100 

3 To what extent are measures related to 
operational process used to evaluate 
subordinate performance 

1 7 4.85 1.055 

4 To what extent are measures related to 
innovation used to evaluate subordinate 
performance 

1 7 3.80 1.120 

5 To what extent are measures related to quality 
used to evaluate subordinate performance 

1 7 4.79 1.083 

6 To what extent are measures related to social 
responsibility used to evaluate subordinate 
performance 

1 7 4.73 1.133 

Source: Author’s Computation (2019) 
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Table 4.6: Compensation 

S/N Items Min Max Mean S.D 

Performance Based 
1 Subordinates whose performance relative to 

targets is among the top 25% are given larger 
financial rewards than those given to managers 
among the bottom 

1 7 5.58 1.121 

2 Compensation contracts clearly specify how 
compensation is related to subordinate 
performance relative to performance targets 

1 7 5.43 1.219 

Subjective/Objective Based 

1 How flexible are subordinate performance 
targets once they have been set 

1 7 5.88 1.100 

Source: Author’s Computation (2019) 

On the other hand, mean scores responses to all items for Compensation as management control 

variable give a pattern that suggest high emphasis on the use of the variable as management 

control technique as recorded in table 4.6. 
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Table 4.7: Structure 

S/N Items Min Max Mean S.D 

Decentralization 
1 Indicate the existence of influence your 

subordinate has on the development of new 
products or services 

1 7 3.16 .890 

2 Indicate the existence of influence your 
subordinate has on the hiring and firing of 
managerial personnel 

1 7 3.17 .937 

3 Indicate the existence of influence your 
subordinate has on the selection of large 
investments 

1 7 4.11 1.026 

4 Indicate the existence of influence your 
subordinate has on the resource allocation 

1 7 4.97 1.077 

5 Indicate the existence of influence your 
subordinate has on pricing decisions 

1 7 5.90 1.080 

Communication 

1 Indicate how control information is typically 
communicated in your organization 

1 7 4.00 .941 

2 Indicate the accessibility of operational 
information in your organization 

1 7 4.79 .909 

3 Indicate the content of work-related 
communication between top management and 
subordinates 

1 7 4.89 1.050 

 

Integrative Liaison 

 

1 To what extent are the activities between sub 
units in your organization coordinated through 
liaison personnel whose specific job is to 
coordinate the efforts of  

1 7 5.91 1.059 

2 To what extent are the activities between sub 
units in your organization coordinated through 
temporary task forces or committees set up to 
facilitate collaboration on specific projects 

1 7 3.98 .901 

3 To what extent are the activities between sub 
units in your organization coordinated through 
permanent cross-functional teams 

1 7 4.06 .945 

4 To what extent are the activities between sub 
units in your organization coordinated through 
matrix structures entailing multiple line of 
authority, multiple responsibility assignments 
and overlapping team membership 

1 7 3.97 1.001 

Source: Author’s Computation (2019) 
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The distribution pattern for structure variable in table 4.7 reveal three sub-dimension with 

decentralization having 5 items recording  mean scores responses ranging from 3.16 to 5.90 

while the second sub-dimension, communication with three items gives mean scores of 4.00-4.89 

and the third dimension integrative liaison with four items has mean scores ranging from3.97 to 

5.91. The summary observation for the structure variable appears to show relatively high level 

use of the variable to influence subordinate. Policy and procedures seem to reflect similar pattern 

to that of structure. It has four sub-dimensions: autonomy, boundary, standardization and pre-

action review. The mean scores responses for autonomy with two items range from 4.72-4.94, 

boundary has mean scores within the range of 4.98-5.11 while standardization and pre-action 

review have mean scores three items and two items respectively have mean scores in the range of 

3.89-4.99 and 4.02-5.06 in the same order. These results also indicate that, to a large extent, 

policy and procedures are in use as management control devise among sampled companies. 

Table 4.8: Policy and Procedure 

S/N Items Min Max Mean S.D 

Autonomy 
1 To what extent does subordinates conduct 

non-routine activities independent of top 
management involvement 

1 7 4.72 .994 

2 To what extent does subordinates have the 
freedom to create their own methods of getting 
work done if no standard procedures exists 

1 7 4.94 .934 

Boundary Systems 

1 To what extent are codes of conduct or similar 
statements relied upon to define appropriate 
behavior 

1 7 5.01 .928 

2 To what extent are there policies or guidelines 
that stipulate specific areas for, or limits on, 
opportunity search and experimentation 
 

1 7 5.04 .964 

3 To what extent does top management actively 
communicate risks and activities to be avoided 
by subordinates 

1 7 4.98 .986 

4 To what extent are sanctions and punishments 
applied to subordinates who engage in risks 
and activities outside organizational policy, 
irrespective of the outcome 

1 7 5.11 .965 

 

Standardization 
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1 To what extent are the work activities of 
subordinates determined by standardized 
procedures or processes 

1 7 4.99 .805 

2 To what extent are the activities between sub 
units in your organization coordinated through 
pre-planning of activities between the sub 
units 

1 7 3.89 1.014 

3 To what extent are the activities between sub-
units in your organization coordinated through 
standardized rules, programmes or procedures 
that are formally or informally understood 
between sub units 

1 7 4.83 .915 

Pre-action Review 

1 To what extent are formal pre-action reviews 
used to access projects undertaken by 
subordinates 

1 7 5.06 .773 

2 How detailed are the reports or plans required 
from subordinates before initiating specific 
projects 

1 7 4.02 .893 

Source: Author’s Computation (2019) 

Table 4.9: Socio-Cultural 

S/N Items Min Max Mean S.D 

Selection 
1 How extensive is the recruitment and selection 

process 
1 7 5.84 1.032 

2 How much importance is placed on selecting 
managers who have attitudes and values 
aligned to the organization not just on 
technical competence 

1 7 5.04 .905 

Socialization 

1 To what extent are training and development 
processes used to reinforce organizations 
objectives, expectations and norms 

1 7 4.90 .898 

2 To what extent are social events and functions 
used to develop and maintain commitment to 
the organization 

1 7 5.03 .936 

3 To what extent are monitoring, orientation and 
induction programmes used to acclimatize new 
managers to acceptable behaviors, routines 
and norms 

1 7 4.85 .911 

 

Belief System 

 

1 To what extent are the values, purpose and 
direction of the organization codified in formal 

1 7 4.71 .964 
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documents 
2 To what extent does top management actively 

communicate core values to subordinates 
1 7 5.03 .888 

3 To what extent are formal statements of values 
used to create commitment to the long term 
vision of top management 

1 7 4.16 .840 

4 To what extent are formal statements of values 
used to motivate and guide subordinates in 
searching for new opportunities 

  3.98 .862 

Social Control 

1 To what extent is there a sense of shared 
values, beliefs and expectations among 
employees 

1 7 3.06 .888 

2 To what extent is there a consensus among 
employees on organization objectives and 
direction 

1 7 5.05 .919 

3 To what extent are employees committed to 
the values and objectives outlined by top 
management 

1 7 4.06 .923 

4 To what extent does top management rely on 
the shared values and norms of employees to 
provide direction when faced with uncertainty 

1 7 5.97 .881 

Source: Author’s Computation (2019) 

For the socio-cultural control, the variable was sub-dimensionalised into four: selection, 

socialization, belief and social control. As shown in table 4.9, selection sub –dimension has two 

items with mean scores ranging from5.04-5.84 in the case high emphasis on the use of selection. 

The socialization sub-dimension has mean scores ranging from 4.85-5.03 for the three items 

while the belief sub-dimension with four items has mean scores in the range of 3.98-5.03 and 

social control has four items with means response within the region of 3.06-3.97.The pattern of 

the mean scores for this variable also implies fairly high uses of the control technique. 

4.3.2 Descriptive statistics of all measurement items for contingency variables and Firm 

Performance 

The summary of the response rates on the contingency variables gives insight to how uncertain 

are the environment and task being carried out by subordinates, and level of pressures exert on 

the firm by relevant stakeholders. In relation to task uncertainty measured through two sub-

dimensions: outcome measurability and task programmability with three measurement questions 

for each .The mean scores of the two sub-dimension are in the range of 3.79-4.27 and 4.08-5.14 
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with standard deviations less than one, as shown in table 4.10. It appears, with this summary, that 

outcome of the tasks carry out by subordinate are not highly measurable and the level at which 

subordinate tasks are programmable not very high. 

Table 4.10: Task Uncertainty 

S/N Items Min Max Mean S.D 

Outcome Measurability 
1 Standards of desirable performance for 

subordinates are well defined 
1 7 4.27 .888 

2 Results measured accurately depict how well 
subordinates have performed  

1 7 3.79 .938 

3 Top management have several sources of 
objective data available that indicate how well 
subordinates are performing 

1 7 4.08 .849 

Task Programmability 

1 The actions subordinates take to achieve 
results are visible to top management 

1 7 4.16 .835 

2 Effective and ineffective subordinates can be 
distinguished by observing the actions they 
take 

1 7 4.08 .941 

3 The relationship between the actions that 
subordinates take and the eventual outcomes 
are well known by top management 

1 7 5.14 .837 

Sources: Author’s Computation (2019) 

For the perceived environmental uncertainty presented in table 4.10, the study measured the 

variable using four sub-constructs: unpredictability, turbulence, complexity and hostility of the 

environment. The first sub-construct (unpredictability) has five ,measurement questions with 

mean scores in the region of 3.68-4.83 and standard deviations less than 1.5 while the second 

sub-dimension(turbulence) also have five measurement questions for which the response rate 

mean scores hovering around 3.03-4.94 and standard deviations also not greater than 1.5.The 

third and  
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Table 4.11: Perceived Environmental Uncertainty 

S/N Items Min Max Mean S.D 

Unpredictability 
1 Over the past three years, how predictable 

have changes in customers actions been 

1 7 3.73 .997 

2 Over the past three years, how predictable 

have changes in suppliers actions been 

1 7 4.77 .946 

3 Over the past three years, how predictable 

have changes in competitors actions been 

1 7 4.81 1.00 

4 Over the past three years, how predictable 

have changes in technological actions been 

1 7 3.68 1.015 

5 Over the past three years, how predictable 

have changes in economic actions been 

1 7 3.94 1.041 

Turbulence 

1 Over the past three years, how many changes 

have occurred amongst customers that have 

had a negative impact on the nature of your 

business 

1 7 4.94 .918 

2 Over the past three years, how many changes 

have occurred amongst competitors that have 

had a negative impact on the nature of your 

business 

1 7 3.03 .855 

3 Over the past three years, how many changes 

have occurred amongst suppliers that have had 

a negative impact on the nature of your 

business 

1 7 4.06 .983 

4 Over the past three years, how many changes 

have occurred in technology that have had a 

negative impact on the nature of your business 

1 7 3.98 .963 

5 Over the past three years, how many 

regulatory/economic changes have occurred 

that have had a negative impact on the nature 

of your business 

1 7 4.93 1.042 

Complexity  
1 How diverse in nature are the product/service 

requirements of your customers to each other 

1 7 5.96 .944 
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2 How diverse are the strategies and tactics of 

your key competitors to each other 

1 7 5.85 .954 

Hostility 

1 How intense is the competition for your main 
products/services 

1 7 5.98 .901 

2 How difficult is it to obtain the necessary 
inputs for your business 

1 7 5.91 1.003 

3 How many strategic opportunities are 
currently available to your business 

1 7 5.81 1.007 

Source: Author’s Computation (2019) 

fourth sub-constructs(complexity and hostility) have means scores hovering around 5.00-5.98 

with standard deviations in the region of 0.900-1.07.These results also imply that the level at 

with the sampled firm perceived the environment to be uncertain is relatively moderate but not 

low. 

The general trend in relation to the level of the stakeholders’ influence on the choice of MCS, 

operationalized and measured through three variables: regulatory pressure, provider of capital 

pressure and association pressures appear to indicate that the influences are on the high side 

given the mean scores for all the measurement question hovering around 5.00-6.05 with standard 

deviations lese that 1.05 as presented in table 4.12-4.14 
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Table 4.12: Regulatory Pressure 

S/N Items Min Max Mean S.D 

The use of the following control mechanisms are in 

response to regulatory requirement(e.g., Tax 

regulation, Companies and Allied Matter Act, 

Environmental Law and other relevant  law) 

 

1 Planning control 1 7 6.01 .924 

2 Measurement control 1 7 5.80 .923 
3 Compensation control 1 7 5.90 .919 
4 Structure control 1 7 5.94 1.00 
5 Policies and Procedures control 1 7 6.03 .881 
6 Sociological controls 1 7 5.93 .964 
Source: Author’s Computation (2019) 

Table 4.13: Associate Membership 

S/N Items Min Max Mean S.D 

Being a membership of manufacturing association 
and other related association, the following MCS are 
in use to enjoy the eco-operation the association 

 

1 Planning control 1 7 6.16 .794 

2 Measurement control 1 7 5.98 .858 
3 Compensation control 1 7 6.03 .868 
4 Structure control 1 7 6.05 .893 
5 Policies and Procedures control 1 7 6.01 .920 
6 Sociological controls 1 7 6.04 .926 
Source: Author’s Computation (2019) 

Table 4.14: Provider of Capital 

S/N Items Min Max Mean S.D 

The use of the following MCS is in line with dictate 

of provider of capital: 
 

1 Planning control 1 7 5.94 .912 

2 Measurement control 1 7 5.84 .815 
3 Compensation control 1 7 5.94 .897 
4 Structure control 1 7 6.03 .938 
5 Policies and Procedures control 1 7 6.03 .918 
6 Sociological controls 1 7 5.98 .895 
Source: Author’s Computation (2019) 
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The mean scores of the response rate on the firm performance appear to be on the high side as 

shown in table 4.15. The dependent variable was measured by 13 measurement question of 

which six focused on how the sampled firms are faired compared to their competitors in term of 

financial performance, sales growth, market shares and overall performance. The mean scores 

for all these measures are in the region of 5.00-6.07 with standard deviation less than one. 

Similar pattern is also observed for the remaining seven questions that centered on the MCS 

performance of the sample company 

Table 4.15: Firm Performance 

S/N Items Min Max Mean S.D 

Perceived financial Performance 
1 What is the level of your firm’s financial 

performance to that of your competitors over the 
past five years 

1 7 5.89 .940 

2 What is the level of your firm’s sales growth of 
new product/service market  to that of your 
competitors over the past five years 

1 7 5.74 .923 

3 What is the level of your firm’s sales growth of 
existing product/service market  to that of your 
competitors over the past five years 

1 7 6.06 .785 

4 What is the level of your firm’s relative market 
share for primary products/services to that of 
your competitors over the past five years 

1 7 6.02 .830 

Source: Author’s Computation (2019) 

 

 

5.What is the level of your firm’s relative market share 
for primary products/services to that of your 
competitors over the past five years 

1 7 6.02 .830 

6.What is the level of your firm’s overall performance 
to that of your competitors over the past five years 

1 7 5.95 .968 

Perceived Non-financial 

How would you rate the performance of  your company MCS in term of the following 

Motivating employees 1 7 5.88 .937 
Guiding employees 1 7 5.85 .888 
Coordinating employees 1 7 5.89 .860 
Guiding managers 1 7 5.97 .918 
Supporting managers task 1 7 6.00 .873 
evaluation employee 1 7 6.05 .881 
Monitoring employee 1 7 6.02 .888 
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4.4 Preliminary Analysis of quantitative data 

This section presents the results of the diagnostic tests concerning the distribution of the scores 

of the study’s variables and their relationship. The preliminary test is conducted to ensure non-

violation of the assumptions (non-existence multi-collinearity of independent variables, and 

normality and linearity of the distribution of scores on the variables) of the multiple regressions 

techniques used for the testing of hypotheses on research questions i, ii, iii &iv  

4.4.1 Normality and Linearity Tests 

The extent to which the scores on the study variables are normally distributed was measured 

using the test of skewness and kurtosis as presented in table 4.16. Based on the threshold of -3 to 

3 for skewness and kurtosis, all the scores on the study variables were to a greater extent 

normally distributed as reflected in table 4.16 in which skewness and kurtosis figures are within 

range of the threshold. 

 Given the large sample cases used in this study, it is also of relevance to check the shape of 

distribution graphically in order to reduce the sensitivity of the two measures (skewness & 

kurtosis) as recommended by Tabachnick  and Fidell (2007). The inspection of the shape of the 

normal plots for firm performance in figure 4.1 indicates that the distributions of the scores are 

largely normally distributed. 
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Table 4.16: Normality Test 

S/N Constructs Mean S.D Skewness Kurtosis 

1 Planning 5.84 .880 -1.347 2.708 
2 Measurement 5.92 .702 -1.874 2.427 
3 Compensation 5.63 .956 -1.089 2.036 
4 Structure 5.99 .643 -1.706 1.153 
5 Policy and Procedure 5.96 .629 -1.746 .956 
6 Socio-cultural 5.96 .593 -.987 2.031 
7 Task Uncertainty 6.09 .583 -.610 -.094 
8 Perceived Environmental 

Uncertainty 
5.89 .586 -.750 .432 

9 Accounting Control 5.88 .702 -1.838 1.713 
10 Non-Accounting Control 5.97 .536 -1.605 2.420 
11 Regulatory Pressure 5.94 .534 -.392 -.167 
12 Provider of Capital 5.96 .593 -.532 -.255 
13 Firm Performance 5.94 .534 -.392 -.167 
14 Association Pressure 6.04 .661 -.683 -.144 
Source: Author’s Computation (2019) 

The test for assumption of linearity which required that the residuals should have a straight-line 

relationship with the predicted dependent variable scores (Pallant, 2007) was carried out using 

the residuals scatterplots as shown in Figure 4.2. The visual inspection of the figure 4.2 show 

that the residuals are roughly distributed with most scores concentrated in the center suggesting 

that linearity assumption has not been violated (Fidell, 2007). 
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Figure 4.1 Histogram and   Normal Probability Plots for Firm performance 

Source: Author’s Drawing (2019) 

The test for assumption of linearity which required that the residuals should have a straight-line 

relationship with the predicted dependent variable scores (Pallant, 2007) was carried  out using 

the residuals scatterplots as shown in figure 4.2.The visual inspection of the figure 4.2 show that 

the residuals are roughly distributed with most scores concentrated in the center suggesting that 

linearity assumption has not been violated (Fidell, 2007) 
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 Figure 4.2 Residual scatterplot 

Source: Author’s Drawing (2019) 

4.4.2 Multicollinearity Test 

In order not to include two variables with a bivariate correlation, leading to problem of multi-

collinearity, Pearson correlation analysis was conducted on all the independent variables. The 

result of the pair-wise correlation analysis is presented in table 4.17. As revealed in the table, 

none of the pair-wise correlations among independent variables exceed 0.70. Thus, the threat of 

multi-collinearity appears limited (Gujarati, 2003). 
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Table 4.17: Pearson correlation matrix for all independent variables 

 

 

 

 

 

 

 

 

 

 

Source: Author’s Computation (2019) 

In order to detect the problem of multi-collinearity that may not be evident in the correlation 

matrix presented in table 4.17, further collinearity review was carried out by calculating 

tolerance and Variance Inflation Factor (VIF) coefficients. As revealed in table 4.18, None of the 

tolerance  and VIF coefficient is less  than and above 10 respectively. In fact, the highest 

tolerance value and VIF are 0.632 and 3.081 respectively, indicating no threat of multi-

collinearity. 

 

 

 

 

 

 

 

Planning

Measurem

ent

Compens

ation Structure

Policy_Pro

cedure

Socio_Cul

tural

Provider_

Capital

Accountin

g_Control

Non_acco

unting_Co

ntrol

Task_Unc

ertainty

Environ_U

ncertainty

Regulatory

_Pressure

Associatn

_Pressure

Planning 1

Measurement .779** 1

Compensation .597** .644** 1

Structure .545** .638** .632** 1

Policy_Procedure .423** .540** .456** .656** 1

Socio_Cultural .549** .608** .502** .639** .572** 1

Provider_Capital .001 .179** .227** .266** .257** .293** 1

Accounting_Control .859** .984** .730** .667** .546** .628** .163** 1

Non_accounting_Control .588** .690** .615** .888** .847** .858** .315** .712** 1

Task_Uncertainty .288** .454** .383** .559** .531** .603** .304** .445** .654** 1

Environ_Uncertainty .359** .484** .491** .511** .555** .668** .375** .497** .669** .645** 1

Regulatory_Pressure .155* .200** .342** .432** .229** .332** .386** .225** .387** .390** .422** 1

Associatn_Pressure .207** .323** .378** .440** .277** .415** .548** .331** .440** .371** .486** .565** 1

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

*. Correlation is significant at the 0.05 level (2-tailed).
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Table 4.18: VIF and Tolerance 

S/N Constructs Items Tolerance VIF 

1 Planning 5 .325 3.076 
2 Measurement 23 .281 3.560 
3 Compensation 3 .453 2.209 
4 Structure 12 .325 3.081 
5 Policy and Procedure 11 .463 2.159 
6 Socio-cultural 13 .369 2.711 
7 Task Uncertainty 6 .464 2.153 
8 Perceived Environmental 

Uncertainty 
15 .383 2.609 

9 Regulatory Pressure 6 .580 1.725 
10 Provider of Capital 6 .632 1.582 
11 Association Pressure 6 .492 2.031 
Source: Author’s Computation (2019) 

4.4.3   Factor Analysis and Reliability Test for Contingency Variables 

In assessing the validity of contingency variables as constructs, the study subjected the 

instruments to  senior academics and practionners’ content evaluations to ascertain that the items 

adequately represents the universe of all relevant items under study. In addition, construct 

validity and reliability tests were conducted for contingency variables used in multiple regression 

models, while construct validity and Reliability test for other management control variables and 

performance used in PLS was carried out in the measurement model aspects of SEM-PLS. Table 

4.19 shows the results of the both tests.  

For the construct validity, principal components analysis (CPA) was used to extract loadings for 

the variables under consideration. Two uncorrelated factors with eigenvalues of 2.663 and 1.117 

are extracted explaining 62.96 of the total variances. The factor loadings for task uncertainty and 

other contingency variables are presented in table 4.19.For the perceived environmental 

uncertainty, three uncorrelated factors with eigenvalues of 5.470, 1.861 and1.578 are extracted, 

explaining 59.39% of the total variance. The corresponding factor loadings are also presented in 

table 4.19. 
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Table 4.19: Factor Analysis and Reliability Measures for the Contingency Variables 

ITEMs Factor Loading 

(PCA) 

Cronbach’s alpha 

Task Uncertainty: 

                                                     

TOM1 

                                                      

TOM2 

                                                      

TOM3 

                                                        

TTP1 

                                                        

TTP2 

                                                        

TTP3 

           

 

0.709 

0.587 

0.749 

0.747 

0.598 

0.583 

0.742 

Perceived  Environmental  

Uncertainty 

                                                     

EUU1 

                                                     

EUU2 

                                                     

EUU3 

                                                     

EUU4 

                                                     

EUU5 

                                                     

ETU1 

                                                     

ETU2 

                                                     

ETU3 

                                                     

ETU4 

                                                     

ETU5 

                                                     

ECM1 

                                                 ECM2 

                                                 EHS1 

                                                 EHS2 

                                                 EHS3 

 

0.597 

0.578 

0.586 

0.665 

0.645 

0.549 

0.578 

0.546 

0.565 

0.719 

0.623 

0.616 

0.621 

0.652 

0.653 

0.875 
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Regulatory Pressures 

                                              RPR1 

                                              RPR2 

                                              RPR3 

                                              RPR4 

                                              RPR5 

                                               RPR6 

 

 

0.671 

0.778 

0.793 

0.732 

0.802 

0.741 

0.846 

Association  Pressures 

                                              APR1 

                                              APR2 

                                              APR3 

                                              APR4 

                                              APR5 

                                              APR6 

 

 

0.740 

0.787 

0.743 

0.771 

0.735 

0.767 

0.848 

Provider of Capital  Pressures 

                                              PCPR1 

                                              PCR2 

                                              PCR3 

                                              PCR4 

                                              PCR5 

                                              PCR6 

 

 

0.791 

0.899 

0.755 

0.560 

0.751 

0.860 

 

Source: Author’s Computation (2019) 
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For the three institutional variables (regulatory, association and provider of capital pressures) 

factors extracted are in the range of one to two. One factor for regulatory pressures with 

eigenvalue of 3.410, explaining 56.84% the total variance, while the eigenvalue of 3.418 with 

one factor extracted for association pressure explaining 56.96% of the total variance. Two 

uncorrelated factors are extracted for provider of capital pressures with eigenvalues of 2.696 and 

1.128, explaining 63.73% of the total variance. All the related factor loadings for the three 

institutional variables are also presented in table 4.19. 

For the assessment of internal consistency of the study’s scale, Cronbach’s alpha was applied. 

The coefficients for all variables are above 0.70 threshold suggested by DeVellis (2003) as 

shown in table 4.19. 

4.5 Restatement and Testing of Hypotheses 

This section presents the results of multiple regression and SEM-PLS for the testing of 

hypothesis   to answer the research questions raised in chapter one. It also provide discussion of 

findings on each of the research questions 

4.5.1 Influence of   Institutional Pressures on the Usage Level of Accounting and Non-

accounting   controls system 

4.5.1a Quantitative Analysis 

In order to answer the research questions one and two, the following hypotheses were tested: 

��: Institutional pressure has no significant influence on the choice of accounting control 

System use by Manufacturing SMEs   in Lagos State 

���: There is no significant relationship between the usage level of accounting controls system 

and provider capital pressure in manufacturing SMEs in Lagos State 

���: There is no significant relationship between the usage level of accounting controls system 

and regulatory pressure in manufacturing SMEs in Lagos State 

���: There is no significant relationship between the usage level of accounting controls system 

and association pressure in manufacturing SMEs in Lagos State 
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��: Institutional pressure has no significant influence on the choice of non-accounting control 

System use by Manufacturing SMEs in Lagos State 

 ���: Regulatory pressure has no significant influence on the choice of non-accounting Control 

System use in Manufacturing SMEs   in Lagos State 

���: capital provider pressure has no significant influence on the choice of Control System use 

in Manufacturing SMEs in Lagos State 

��	: Association pressure has no significant influence on the choice of non-accounting controls 

System use in manufacturing SMEs in Lagos State 

 

Table 4.20a and b provide the results of the regression analysis used to examine the influence of 

institutional pressures on accounting and non-accounting control system. In table 4.20a,only 

association pressure show to exhibit a significant positive association with accounting control 

systems(t-value=4.00,P-value<0.01) thereby providing basis to reject H1c.Although,there seem 

to be positive association between regulatory pressure and accounting control system, the 

relationship was not significant (t-value =0.832,P-value>0.05). In the case of provider of capital, 

the estimated coefficient is negative and not  statistically significant (t-value=-0.464,P-

value>0.05).Thus,H1a and H1b was not rejected. Non-rejection of hypothesis H1a and H1b and 

the rejection of H1c are suggestive of the fact that regulatory pressures and providers of capital 

pressures are not primary drivers of the decision of the SMEs’ use of accounting control 

techniques (Planning, budget, cost control, accounting-based performance evaluation techniques 

and rewards system) while association pressures seem to drive the decision of SMEs’ use of 

accounting-based MCS. In other word, SMEs’ use of accounting-based MCS practices may not 

be entirely attributed to rationality of need but to pressures like interaction and influence of its 

peers. 

Overall, the estimated regression model for H1a, b and c was statistically significant (F=62.50, P-

value <0.005) though, only 42% of the variation in the choice accounting-based MCS were 

successfully predicted by the three explanatory variables (provider of capital pressures, 

association pressures and Regulatory pressures. 
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Table4.20a: Regression results on influence of Institutional Pressures on Accounting Control 

System. 

Note: ***, ** and * Denote rejection of null hypothesis at 1, 5 and 10% significant level  

Source: Author’s Computation (2019)  

In relation to H2a,b and c, the regression results in table 4.20b indicate that association and 

regulatory pressures have positive influences on non-accounting based MCs practices, since the 

estimated coefficients between regulatory  and association pressures are positive and statistically  

significant (t-value=2.896 P-value< 0.01) and (t-value=3.867, P-value< 0.01) respectively. Based 

on these results, the study reject null H2a and c, but failed to reject H2b (t-value= 1.281, P –value 

>0.005) for non-significant positive regression coefficient.  In contrast to the evidence observed 

on accounting –based MCS, the influences or pressures on SMEs’ use of non –accounting 

control system seem to be   broader in scope given the regression evidence in table 4.20b.                                                                    

 

 

 

 

 

 

 

 

Variable Coefficient Standard errors T-value P-value 

Intercept 3.737 0.473 7.906 0.000 

Provider of capital 

Pressure 

-0.039 0.083 -0.464 0.643 

Association 

Pressure 

0.335*** 0.084 4.000 0.000 

Regulatory 

Pressure 

0.059 0.071 0.832 0.406 

              F-statistic 

              P-value 

               R-square 

Adjusted R-square 

62.50 

0.000 

0.420 

0.413 
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Table4.20b: Regression results on influence of Institutional Pressures Non-Accounting   Control 
System 
 

Note: ***, ** and * Denote rejection of null hypothesis at 1, 5 and 10% significant level  

Source: Author’s Computation (2019)  

Similarly, the F-statistics for the regression model  on H2a,b and c is 25.19 (P-value<0.05) and 

statistically significant, with the three explanatory variables predicting 22% variation in the use 

of non-accounting control system by Small and Medium Manufacturing Enterprises.  

4.5.1b Qualitative Analysis 

The qualitative evidence obtained in relation to research questions one and two support the 

quantitative evidence that association pressures to a greater extent play role in the choice of MCS 

among SMEs. Substantial numbers of respondent managers acknowledge to the need to comply 

or align with practices that are common to their peers in the industry. Indeed, a senior manager in 

one of the sampled companies responded to the question: Describe the influence of 

Manufacturing Association of Nigeria and other associations that your company belongs to, on 

the choice of management techniques used by your organization- as follow: 

“We don’t have problem with that, so far you are doing things rightly. I don’t think we have 

much, definitely there was a time… but mostly we have gone past that, because at every year, we 

are among those that get compliance award, we have been getting that for more than ten years 

Variable Coefficient Standard errors T-value P-value 

Intercept 3.243 0.338 9.606 0.000 

Provider of capital 

Pressure 

0.076 0.060 1.281 0.201 

Association 

Pressure 

0.023*** 0.060 3.867 0.000 

Regulatory 

Pressure 

0.015*** 0.051 2.896 0.004 

               F-statistic 

                P-value 

                R-square 

Adjusted R-square 

74.879 

0.000 

0.465 

0.459 
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now. So we try as much as possible not to deviate from common practices, if you don’t do that 

you are  likely to be having problem with the association.” 

 

The underline sentence explicates the perception of the respondent on the extent to which the 
associations they belong drive the choice of MCS. Other interviewed managers gave similar 
responses 

While for other institutional pressures (regulatory pressures and provider of capital), the 

responses of the interviewed managers also affirmed to the fact that much relationship do not 

exist between these institutional factors and MCS choice. This is obvious in the responses of the 

two managers to the question:  

Are there any situations in which your company seeks for external fund with a condition that 

specific control activities must be in place to get the fund-as restated below: 

Manager A 

“ I don’t think so, ordinarily, a company of this magnitude do get funds offer from banks, it is not 

every time you use your money to do business, sometimes we get funds from commercial banks, 

we do that a lot and I think it is an healthy situation. That does not mean that the creditors 

influence our internal practices especially in the area of control.” 

Manager B 

“we don’t collect loan but we place ourselves on credit, like the flour we used we collected on 

credit. But as long as we meet our obligation no any pressures from the creditors on our 

operational activities.” 

Manager C 

“No. periodically, NAFDAC and SON usually come here, but you know for a company like this, 
apart from the fact that we are certified nationally, we are also certified internationally, apart 
from NAFDAC certification, we have ISO certification.” 

Looking at the first two highlighted sentences above, it is revealing that influences of creditors 

on the accounting and non-accounting control system seems not to exist. However, as observed 

in quantitative analysis, the regulatory pressures and association pressures seem also to influence 

the choice of accounting and non-accounting control system among Small and Medium 

Manufacturing Enterprises, going by the highlighted sentences in relating to regulatory and 

association pressures. 



139 

 

4.5.2 Influence of   contingency factors (TU, PEU and Firm’s Age) on the Usage Level of 

Accounting and Non-accounting   control system 

4.5.2aQuantitative Analysis 

The relevant hypothesis relating to the research question on the relationship  between TU,PEU 

and Firm’s age are restated as follows: 

�
: Internal contingencies have no significant influence on the choice of accounting control 

System use in Manufacturing SMEs in Lagos State 

�
�: There is no significant relationship between accounting controls system and perceived 

environmental uncertainty in manufacturing SMEs in Lagos State  

�
�: The relationship between accounting controls system and task uncertainty in manufacturing 

SMEs is not significant 

�
	: The   relationship between accounting controls system and firm’s age is not significant  

��: There is no significant relationship between non-accounting controls system and internal 

contingencies in manufacturing SMEs   

���: There is no significant   relationship between non-accounting controls system and 

perceived environmental uncertainty in manufacturing SMEs is not significant 

���: There is no significant   relationship   between   non-accounting controls and task 

uncertainty in Manufacturing SMEs. 

��	: The relationship between accounting controls system and firm’s age is not  

Significant 

 

The results in table 4.21a and 4.21b provide evidences on the relationship between the decision 

by Small and Medium manufacturing enterprises to use accounting-based MCS and non-

accounting based MCs and contingency factors of PEU, TU and firm age. The  evidence in table 

4.21a shows that positive relationships exist between accounting control system and TU, and 

PEU since their estimated coefficients are statistically significant (t-value=3.223,P-value<0.01) 

and (t-value=4.360,P-value<0.01) respectively. But firm age exhibit statistically insignificant 

negative relationship with accounting control system ( t-value=-1.376,P-value>0.05).Given these 

evidences, the study failed to accept H3a and b while H3c was not rejected. Broadly speaking, 

these evidences suggest that the sample firms engage in the use of accounting control system 
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even where they perceived that the environment is highly unstable, turbulent, hostile and 

complex as well as when the subordinate’s performance outcome are highly measurable and 

task/action are highly programmable. However, the evidence on firm’s age indicates that firm’s 

level of maturity does drive the decision to adopt accounting control system. The model fit of the 

regression line was also statistically  significant( F-statistics=33.229,P-value< 0.05)as depicted in 

table 4.21a.However,only 27%  variation in the use of accounting control system were explained 

by the three contingency factors. 

 

Table4.21a: Regression results on   Influence of contingency factors (TU, PEU and Firm’s Age) 
Accounting Control System 

Note: ***, ** and * Denote rejection of null hypothesis at 1, 5 and 10% significant level 

Source: Author’s Computation (2019) 

The results in table 4.21b also revealed evidences of statistically significant positive relationship 

between TU,PEU and non-accounting control system as indicated by their regression coefficients 

(t-value=6.993,P<0.01) and(t-value=6.583,P-value<0.01) respectively, while for the firm age, the 

negative relationship indicated by its regression coefficient was not significant (t-value=-1.567,-

value>0.05). The evidences informed the decision not to accept H4a and while H4c was not 

rejected. By virtue of these evidences, it seems that the extent to which environment is perceived 

to be highly uncertain and subordinate’s performance outcome highly measurable and task 

Variable Coefficient Standard errors T-value P-value 

Intercept 2.102 0.482 4.364 0.000 

Task uncertainty 

(TU) 

0.270*** 0.084 3.223 0.001 

Perc. 

Environmental 

uncertainty 

0.386*** 0.089 4.360 0.000 

Firm’s Age -0.044 0.032 -1.376 0.170 

               F-statistic 

                P-value 

                R-square 

Adjusted R-square 

33.229 

0.000 

0.279 

0.270 
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highly programmable drive the use of non-accounting control system. Similarly, the model fit of 

the regression line was also statistically significant as shown in table 4.21b.  In deed,53% of the 

variation in the   use of non-accounting control system were explain by the three contingency 

factors.  

 Table4.21b: Regression results on Influence of contingency factors (TU,PEU and Firm’s 
Age)Non-Accounting  Control System 

Note: ***, ** and * Denote rejection of null hypothesis at 1, 5 and 10% significant level 
Source: Author’s Computation (2019) 
 

4.5.2b Qualitative Analysis 

In order to get in-depth understanding and evidences to research questions three and four, the 

study obtained responses relating to their perception on the level of environmental uncertainty, 

task uncertainty and age. For environmental uncertainty, much of the responses from the 

managers show that the SMEs acknowledge the volatility of their business environment and 

often respond to it in different ways. Specifically on the extent to which customers are 

unpredictable, interviewed managers agreed to the importance of putting appropriate strategy to 

manage the turbulent business environment. The below responses from managers attested to the 

observation: 

 “we have a lot of projection, I can call customers a lot, they are with you today, and 

tomorrow they can be with company B. But the fact is that we will continue to give incentives, 

Variable Coefficient Standard errors T-value P-value 

Intercept 1.774 0.295 6.005 0.000 

Task uncertainty 

(TU) 

0.359*** 0.051 6.993 0.000 

Perc. 

Environmental 

uncertainty 

0.358*** 0.054 6.583 0.000 

Firm’s Age -0.031 0.020 -1.567 0.118 

               F-statistic 

                P-value 

                R-square 

Adjusted R-square 

99.54 

0.000 

0.537 

0.531 
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plan, make advertisement, and when we see that our product is about to die, we will re-package 

and renounce and we always give incentives to customers to retain them.” 

 “when you are in an organization like this you expect a lot of changes from customers, 

ranging from your pricing , your ability to deliver on time and when you talk in term of 

technology, the type of machineries you use, they may look at your pack and say it is not well 

sealed. That is when you have to improve on your technology, when you bring in machines that 

can put good finishing to your products, because another thing is to have packaging, which can 

easily help you in selling the product.”   

There were also responses relating to how manager perceived competitor uncertainty as one of 

the aspect of environmental uncertainty. These are given below: 

 “the competitors are always on the lookout, you know in this food business you don’t 

have to be a… everybody is trying to do the same thing you do but in a different standard, so you 

don’t have to sleep on your house, everybody is trying to be at their best with the packaging. You 

know this is mostly for children but with our own standard we are trying to meet up with 

different age and different product for different people, so in maintaining that standard we have 

to still compete with the major market itself from the north to the east to the south so we will be 

able to manage large number of customers. We believe the customers increase your turnover so 

the competition is very intense.” 

“In addition, the government policy is not helping us in this direction, we have a lot of imported 

sweets that are much cheaper than what we produce internally and they just have to come 

through the border without any control.” 

”a manufacturing company where company will like to make day to day income, competition is 

expected to be stiff and highly intense, so the competitors are not resting they keep producing, we 

also keep producing but the edge we have is the quality of our product, we don’t play with our 

quality, if you go into our factory there are products that are marked ‘on hold’, so that means 

that are not meeting up with the required quality, so that is what has been sustaining us despite 

the fact that the competition is very intense” 

 

 

With all these responses as evidences of the existence and influence of environmental 

uncertainty on MCS practices, the quantitative evidences as to the influences of PEU on MCS 

choice was to a large extent significant and factual not by chances. 
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In support of the findings in quantitative approach reported on the influence of TU on MCS 

practices, qualitative evidences obtained was also suggestive of similar trend. The evidences are 

the highlighted sentences in the responses presented below: 

 

 “just as he has said, the supervisory report should bring information to the top 

management. So I think with the aid of the supervisors the management is able to know, and 

before now, maybe because of the economic situation and inconsistency we have not been able to 

promote some people because that is the goodwill that is given to one who is consistent. So we 

promote them on the ground that you have been very effective, coming on time, delivering work 

on time, proffering ideas and solutions when they are needed.” 

 

“there is something in place that we call appraisal system, in which a superior officer will 

appraise the subordinate periodically. However there is one that is done at the middle of the 

year, it is an appraisal but it is not actually going to award marks, it will just show the 

subordinate how he is faring, whether he meet the expectation or about to meet the expectation 

and what he needs to do, it will give him a kind of general position (where he stands) in order to 

know how to improve on what he is doing. At the end of every year, usually January to December 

based on what the subordinate score in the middle of the year and end of the year, you will sum 

it together and appraise. We have qualitative areas which he will be tested and we have and 

quantitative, those that can be measure by mass, that this is what you are suppose to achieve and 

this is what you have been able to achieve. It is measurable and there are some that are not 

measurable, those are the one we call qualitative, there is no way you can measure integrity, it is 

either you have it or not, it is either 100% or 0, so what must have transpired within the year 

must have shown whether you have that or not. So we test the subordinate on that, after that we 

give the score and at the end of the period, say February-march subordinate will be rewarded 

based on what he score on the appraisal. Basically, there is what we call productivity bonus; the 

productivity bonus will be paid based on what you score, if you are able to get 100% that means 

you are normal, you are on successful performance, if you score 120% that means you have 

score more, that may earn you increase in salary, even if they are on the same level with other 

subordinate. If you get 80, 100, 120, you may get about 300,000 productivity bonuses, someone 

that scoreless may get 200,000 naira or 220,000 naira. Apart from that, it will give us the basis 

we are to place…to say somebody that score above can perform better, we can increase the 

salary or promotion.” 
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Based on the above underlined sentences, the evidence is suggestive of high level of TU and thus 

influence on the MCS practice of the Sampled SMEs. This evidence complementarily supported 

the findings reported under quantitative approach. 

With respect to age of the firms, little or no evidences as to its effect on MCS practices were 

observed from the responses of the interviewed managers. 

4.5.3 Influence of Planning, Measurement, Compensation, Structure, policies and 

procedures and socio-cultural control on firm performance. 

4.5.3a Quantitative Analysis 

For the purpose of answering research questions five and six, the following restated hypotheses 
were raised: 
 
��: Accounting control systems is not   associated with the Performance of manufacturing SMEs 

 

���: Planning is not associated with the Performance of manufacturing SMEs 

 

���: There is no significant   relationship between measurement and the Performance of 

manufacturing SMEs 

��	: There is no significant relationship between compensation and the Performance of 

manufacturing SMEs 

 

�
: Non-accounting control systems is not associated with the Performance of manufacturing 

SMEs 

�
�: Structure is not   associated with the Performance of manufacturing SMEs 

�
�: There is no significant relationship between policies & procedures, and the Performance of 

manufacturing SMEs 

�
	: There is no significant positive relationship between socio-cultural and the Performance of 

manufacturing SMEs 

 

The study employed partial least square structural   equation modeling (PLS-SEM) to examine 

the model on the relationship between MCS component and firm performance. This technique is 

highly flexible to allow for both manifest and latent variables for which the MCS components 
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under consideration possess. PLS-SEM simultaneously estimate both the measurement and 

structural models of the variables under consideration.  

4.5.3.1 Assessment of the Measurement Model   

One of the basic requirements for the use of PLS-SEM for analysis of data is to assess the 

measurement quality of the reflective constructs used in a study prior to formal hypothesis 

testing through structural model of the PLS-SEM. This was carried through reliability and 

validity test of the measurement model. Though, similar tests have been earlier carried out in 

section 4.4.3 for the purpose of regression analysis, the test is an integral part of PLS-SEM 

which cannot be avoided. This test was carried out through SmartPLS3. 

4.5.3.1.1 Assessment of Reliability 

Two tests of reliability-indicator and construct reliability were carried. For indicator reliability, 

factors loading for all the retained indicators were above the threshold of 0.50 recommended by 

Chin (1998)  as shown in table 4.22. Similarly for the construct reliability, all Cronbach’s alpha 

coefficients and average variance extracted exceed the threshold of 0.7 and 0.5 respectively as 

also shown table 4.22.In addition, the composite reliability for  all the constructs were also above 

the threshold of 0.7.Overall,the indicators reflect, to a greater extent, the latent variables that they 

are associated with. 

 
   Table 4.22    Reliability measures for the Reflective constructs 

Constructs Items  Loading Α CR AVE 

Compensation CPB1 0.873 0.777 0.871 0.694 
 CPB2 0.872    
 CSB1 0.749    

Organizational Perf. FNF1 0.659 0.818 0.864 0.506 
 FNF2 0.605    
 MCF1 0.713    
 MCF2 0.792    
 MCF3 0.789    
 MCF4 0.671    
 MCF5 0.600    

Measurement MCC1 0.732 0.944 0.949 0.511 
 MCC2 0.637    
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 MCC3 0.693    
 MDC1 0.660    
 MDC2 0.710    
 MDC3 0.674    
 MDC4 0.699    
 MDC5 0.754    
 MIC1 0.667    
 MIC4 0.661    
 MIC5 0.653    
 MMD1 0.738    
 MMD2 0.760    
 MMD3 0.760    
 MMD4 0.765    
 MMD5 0.747    
 MMD6 0.806    
 MTC1 0.721    

Planning PAR1 0.799 0.905 0.930 0.726 

 PMD1 0.835    

 PMD2 0.889    

 PMD3 0.878    

 PMD4 0.856    

Policy & Procedure PRR1 0.671 0.877 0.903 0.538 
 PSB1 0.777    

 PSB2 0.741    
 PSB3 0.808    
 PSB4 0.794    
 PST2 0.724    
 PST3 0.652    
      

Socio-Cultural SBS1 0.651 0.864 0.891 0.501 
 SBS3 0.654    
 SBS4 0.680    
 SSC2 0.670    
 SSC3 0.658    
 SSE1 0.677    
 SSE2 0.648    
 SSN1 0.715    
 SSN2 0.682    
 SSN4 0.665    

Structure SDE1 0.705 0.850 0.884 0.504 
 SDE2 0.668    
 SDE3 0.727    
 SDE4 0.711    
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 SDE5 0.743    
 SNL1 0.695    
 SNL2 0.697    
 SNL3 0.638    

Source: Author’s Computation, (2019) 

                              
 
4.5.3.1.2 Assessment of validity 

In relation to the validity of measurement model, assessment of content and discriminant validity 

and convergent validity are essentials. However, the issue of content validity has earlier been 

addressed in section 4.4.3.For discriminant validity test; criterion of Fornell-Lacker (1981) was 

used. The criterion’s expectation is that latent variables should explain the variance of its own 

manifest variable rather than the variance of other latent variables. Therefore, it is necessary that 

Average Variance Extraction (AVE) value of the latent variable be higher than the square 

correlation of the latent variable (LV) with all other LVs. This criterion is said to be fulfilled, if 

for every row and column, the value in the diagonal is the highest. As shown in table 4.23, the 

highlighted values on the diagonal are the highest. This indicates that, to a large extent, all 

constructs measured different concepts. 

  Table4.23: Discriminant Validity test 
Fornell-Larcker Criterion (Discriminant Validity) 

  
Compensati

on 

Firm 

Performa

nce 

Measure

ment 

Planni

ng 

Policies & 

Procedure 

Socio-

Cultural 
Structure 

Compensation 0.833             

Firm Performance 0.457 0.692           

Measurement 0.650 0.436 0.715         

Planning 0.595 0.359 0.782 0.852       

Policies & 

Procedure 
0.441 0.370 0.522 0.397 0.733     

Socio-Cultural 0.508 0.564 0.612 0.570 0.495 0.670   

Structure 0.586 0.410 0.609 0.526 0.615 0.586 0.699 

Source: Author’s Computation, (2019) 

In relation to convergent validity, loadings and cross loadings were examined as shown in table 

4.24 cross loading of latent variables below. 
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Table 4.24 Cross Loading for Latent Variables 

Construct
s 

Items  Compens

ation 

Firm 

Perform

ance 

Measure

ment 

Plann

ing 

Policie

s & 

Proced

ure 

Socio

-

Cultu

ral 

Struct

ure 

Compens
ation 

CPB1       0.82 

 

0.73 

0.428 0.541 0.491 0.379 0.489 0.457 

 CPB2 0.872 0.357 0.556 0.557 0.359 0.382 0.446 

 CSB1 0.749 0.349 0.528 0.442 0.363 0.386 0.572 

Organisat
ional Perf 

FNF1 0.322 0.659 0.367 0.408 0.287 0.514 0.287 

 FNF2 0.388 0.605 0.328 0.353 0.313 0.447 0.212 

 MCF1 0.265 0.713 0.192 0.141 0.190 0.359 0.225 

 MCF2 0.316 0.792 0.262 0.120 0.207 0.379 0.295 

 MCF3 0.336 0.789 0.355 0.257 0.268 0.413 0.380 

 MCF4 0.291 0.671 0.323 0.216 0.271 0.315 0.344 

 MCF5 0.247 0.583 0.226 0.138 0.226 0.162 0.222 

Measure
ment 

MCC1 0.384 0.271 0.732 0.541 0.597 0.489 0.533 

 MCC2 0.426 0.092 0.637 0.565 0.339 0.306 0.327 

 MCC3 0.452 0.338 0.693 0.514 0.282 0.459 0.369 

 MDC1 0.495 0.345 0.660 0.650 0.285 0.429 0.417 

 MDC2 0.504 0.273 0.710 0.674 0.344 0.436 0.407 

 MDC3 0.436 0.239 0.674 0.544 0.314 0.442 0.443 

 MDC4 0.422 0.273 0.699 0.552 0.332 0.426 0.454 

 MDC5 0.524 0.299 0.754 0.566 0.445 0.539 0.511 

 MIC1 0.482 0.242 0.667 0.472 0.345 0.370 0.407 

 MIC4 0.475 0.350 0.661 0.525 0.527 0.418 0.378 

 MIC5 0.455 0.170 0.653 0.475 0.377 0.332 0.417 

 MMD1 0.379 0.366 0.738 0.510 0.307 0.455 0.396 

 MMD2 0.452 0.326 0.760 0.592 0.345 0.414 0.458 

 MMD3 0.429 0.337 0.760 0.547 0.328 0.415 0.433 

 MMD4 0.517 0.332 0.765 0.565 0.365 0.433 0.445 

 MMD5 0.529 0.327 0.747 0.626 0.369 0.380 0.481 

 MMD6 0.553 0.418 0.806 0.633 0.388 0.544 0.506 

 MTC1 0.447 0.330 0.721 0.529 0.465 0.476 0.435 

Policy & 
Procedure 

PAR1 0.411 0.304 0.642 0.799 0.256 0.448 0.365 

 PAU2 0.308 0.234 0.379 0.65 0.684 0.319 0.433 

 PMD1 0.578 0.322 0.677 0.835 0.393 0.531 0.477 

 PMD2 0.536 0.337 0.695 0.889 0.371 0.502 0.491 
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 PMD3 0.487 0.296 0.636 0.878 0.322 0.499 0.440 

 PMD4 0.516 0.256 0.678 0.856 0.342 0.431 0.463 

 PRR1 0.365 0.228 0.404 0.394 0.671 0.394 0.333 

 PSB1 0.342 0.299 0.431 0.309 0.777 0.407 0.549 

 PSB2 0.309 0.314 0.360 0.310 0.741 0.366 0.473 

 PSB3 0.399 0.253 0.439 0.396 0.808 0.398 0.476 

 PSB4 0.363 0.341 0.389 0.289 0.794 0.363 0.472 

 PST2 0.291 0.172 0.373 0.230 0.724 0.295 0.400 

 PST3 0.207 0.258 0.297 0.240 0.652 0.344 0.427 

Socio-
Cultural 

SBS1 0.311 0.418 0.367 0.349 0.174 0.651 0.272 

 SBS3 0.218 0.321 0.331 0.338 0.324 0.654 0.347 

 SBS4 0.215 0.332 0.325 0.324 0.260 0.680 0.330 

 SSC2 0.494 0.330 0.490 0.466 0.393 0.670 0.434 

 SSC3 0.278 0.309 0.340 0.335 0.122 0.658 0.277 

 SSE1 0.378 0.413 0.424 0.402 0.450 0.677 0.511 

 SSE2 0.287 0.427 0.331 0.242 0.327 0.648 0.373 

 SSN1 0.380 0.426 0.433 0.467 0.434 0.715 0.398 

 SSN2 0.416 0.368 0.488 0.474 0.322 0.682 0.415 

 SSN4 0.405 0.383 0.561 0.420 0.463 0.665 0.545 

Structure SDE1 0.530 0.265 0.547 0.501 0.476 0.454 0.705 

 SDE2 0.402 0.195 0.375 0.320 0.426 0.316 0.668 

 SDE3 0.472 0.316 0.379 0.294 0.415 0.344 0.727 

 SDE4 0.424 0.296 0.417 0.298 0.473 0.305 0.711 

 SDE5 0.477 0.276 0.436 0.329 0.525 0.375 0.743 

 SNL1 0.359 0.314 0.436 0.431 0.400 0.492 0.695 

 SNL2 0.353 0.238 0.435 0.433 0.420 0.446 0.697 

 SNL3 0.278 0.335 0.381 0.345 0.324 0.506 0.638 

Source: Author Computation (2019) 

All the measurement element below the threshold of 0.5 as suggested by Sanchez (2013) were 

deleted while all the bold items in table 4.24 above were used in the analysis because of their 

loading which suggest high convergent validity. 

4.5.3.2 Structural Model 

In evaluating the structural model of the PLS-SEM, three criteria are involved: The significance 

of the path coefficient, the coefficient of determination (R2) and coefficient of prognostic 

relevance (q2).These were addressed in the following sub-sections. 
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4.5.3.2.1 Path Coefficients Result for Hypothesis Testing 

For the purpose of testing the restated hypotheses above, the study evaluates the significance of 

the path coefficient to determine the directions and strengths of the relation of the model. Table 

4.25 shows the path coefficients of the model and their respective level of significance. 

Accordingly, planning (t-value=4.882,P-value<0.01). Compensation (t-value=2.573, P-

value<0.05), policies and procedures (t-value=3.125,P-value<0.01)and socio-cultural controls(t-

value=5.732,P-value<0.01) showed a significant positive impact on the firm performance. The 

path coefficients of measurement(t-value=0.832,P-value>0.05) and structure (t-value=0.928,P-

value>0.05) demonstrate no effect on performance as they are not significant .Based on the path 

coefficient and their significance levels, sub-hypothesis 5a,c and 6b,c were rejected while the 

remaining hypothesis (H5b, and H6a,) were failed to be rejected. This evidence implies that 

SMEs use of MCS-Planning and Compensation and MCS-policies and procedures, and Socio-

cultural control explained to a greater extent variation in performance of the sampled firms. It is 

important to stress that due to lack of normality assumption of PLS, the path coefficient’s 

significances were generated from resampling techniques (bootstrapping). 

Table 4.25:Significance of Path Coefficient 

 Constructs 
Coefficient 

(O) 

Sample 

Mean 

(M) 

Standard 

Deviation 

(STDEV) 

T Statistics 

(|O/STDEV|) 
P Values 

Compensation -> Firm 
Performance 

0.225** 0.230 0.088 2.573 0.013 

Measurement -> Firm 
Performance 

0.078 0.077 0.093 0.832 0.409 

Planning -> Firm Performance 0.332*** 0.320 0.068 4.882 0.002 

Policies & Procedure -> Firm 
Performance 

0.206*** 0.093 0.066 3.125 0.001 

Socio-Cultural -> Firm 
Performance 

0.436*** 0.423 0.076 5.732 0.000 

Structure -> Firm Performance -0.007 -0.010 0.075 0.090 0.928 

Note: ***, ** and * Denote rejection of null hypothesis at 1, 5 and 10% significant level  

Source: Author’s Computation (2019) 

The relative effect of each exogenous latent variable on endogenous latent variable was futher  

assessed through the effect of size(f2) detailed in table 4.26 below.Based on the Cohen’s  (1988) 

guideline for interpretation of effect of size,effect of sizes for measurement,planin and structures 
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can be said to be none,while for the planing,compensation,poloicies and procedures,and socio-

cultural can be considered to be moderate as shown in table 4.26. 

Table 4.26 Assessment of Effect Size (f2) 

  Effect Size (f2) Decision Rule 

Compensation 0.040 Moderate 

Measurement 0.006 None 

Planning 0.043 Moderate 

Policies & Procedure 0.050 Moderate 

Socio-Cultural 0.157 Moderate 

Structure 0.000 None 

Source: Author’s Computation (2019) 

4.5.3.2.2 Coefficient of Determination (R2)  

Coefficient of determination is one of the two measures to assess the qualtity of the overall 

structural model. The R2 reflects the amount of explained variance of dependent 

variable(endogenous),which explained by the entire independent variables (exogenous).It is 

similar to R2 in linear regression models.Notwithstanding of the fact that no commonly accepted 

threshold for R2 in SEM,Falk and Miller (1992) suggest an R2 of 0.10  to be minimum 

acceptable level.As shown in table 4.27,the main model yielded a coefficient of determination 

(R2) of 36.4%.Thus, 36.4% of the company performance variance can be explained by the means 

of Management control.Compare the R2 with the minimum suggested level,the overall quality of 

the structural model can be said to be sustantially okay. 

Table 4.27 Co-efficient Determination (R2) 

 Constructs R Square R Square Adjusted 

Firm Performance 0.364 0.350 

Source: Author’s Computation (2019) 

4.5.3.2.3 Coefficient of Prognostic Relevance (Q2): Predictive Relevance 

Coefficient of the prognostic relevance (Q2) is the second measure to assess the quality of the 

overall model. It is also referred to as the Stone-Geisser criterion.Specifically,Q2 measure the 

predictive quality of the model. Positive values of Q2 indicate an adequate predictive quality of 

the exogenous variables, while below zero value does not allow for any conclusion on the 
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model’s predictive ability. As indicated in table 4.28, the basic model shows a prognostic 

relevance of 14.9 %.Since this is positive, the study inferred a sufficient predictive relevance. 

Table 4.28 Predictive Relevance (Q2) 

 Constructs 
SSO SSE Q² (=1-SSE/SSO) 

Firm Performance 
1,834.000 1,560.877 0.149 

Source: Author’s Computation, (2019) 

4.5.3b Qualitative Analysis 

Qualitative evidences on the effects of planning, measurement, compensation, structure, policies 

and procedures and socio-cultural controls to complement quantitative findings reported in table 

4.28 were also available in the below responses of the managers: 

Responses on planning control: 

 “there is no level, you know we have different level, let say from level one…seven, so 

level II appraise level I, level three appraise level II, and so on until you get to the director level, 

which will appraise the senior manager, senior manager will appraise managers, so it goes like 

that. But at the end of the day everything will still go to the HR, because during the period you 

can have grievances, you can have areas where the subordinate issue, it has to be a kind of 

agreement between the boss and subordinate, you can just say I score 80, I should be able to 

justify that yes you scored 80, if you are not face with it, there is what we call calibration, so if 

there is a kind of grievance procedure that you can take that will show that you are not happy 

with it, so that will be handle by the HR, where you call some other people and things will be 

sorted out.” 

 “it is helping positively, you know once there is projection of what you want to do, you 

can now put mind into, are we getting closer or not it would have been worst if there is nothing 

like planning that means we are just working arbitrarily and that means if we make it, it is by 

mistake or by luck. Like I told you we do a weekly presentation of the performance…..,”  

 

The highlighted points indicate the extent to which planning and measurement are being used as 

management controls. Since the sentences connote participative use of planning and 

measurement. This qualitative evidence supports the significant effect of planning on firm 

performance to a greater extent. 
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Responses on Compensation: 

 “Naturally for every employer they will want to maximize profit but having said that, 

relatively considering the companies around us, I think the company is doing their best, but for 

workers they will always demand for more. To the best of my knowledge we are among the 

reasonable paying company .Management pay adequate attention to reward system that has 

bearing with productivity. In most cases, we pay bonus to employee any time we experience high 

profit. We also attach reward to employee commitment.” 

“value them a lot because when somebody is working for you, you cherish and value them if you 

want the business to be progressing. Whenever they work overtime, I give overtime bonus, 

because if you are not motivating your staff, work will not flow the way it suppose to.” 

 

The emphasized sentence was common among the interviewed managers indicating the 

importance attached to the use of reward/compensation as management control technique.This 

evidence also compliment the positive significant relationship reported between compensation 

and firm performance. 

Response on organization structure:  

“in terms of structure tells you every department, how jobs are related, who report to whom and 

also the responsibility of each person, it enable you to know all the require jobs in the 

organization, are they well covered, are they represented, are they assigned, so, once they have 

that structure, you need to know in a department who has this responsibility, you cannot be 

demanding the responsibility of a supervisor from an operator. If you enter an organization and 

you demand for organizational structure, what you are trying to ask is how the place is being 

run, who is doing a particular job and at what end. When you now put performance target and 

reward, the performance target of a supervisor is different from that of operator, for a 

supervisor you need to specify the performance target, with percentage and timeliness for 

activities and for the operator the only thing you are asking from them is the quality of job, 

quantity of job and punctuality, for a supervisor, he will tell you the volume that must be 

achieved and the wastage that is allowed, for this line, this is the number of hours this line 

suppose to run, without the structure, you will not know who to go to.  

The evidence obtained in relation to the use of structure suggests that the SMEs are aware of the 

important of organization structure to allocate responsibility. But the extent to which structure is 

being used as communication device and liaison strategy were not emphasized by the 

interviewed manager. This confirms the insignificant relationship reported between organization 

structure and firm performance. 
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Response on policies and procedure: 

 “Policy and procedure like I told you, I work in the internal control, internal control 

overhead assurance for the management, as to the adherence to the policy and procedures of the 

company that are having done by each of the functions and department. We have various policies 

that are guiding each of our operations; we have stock policy, procurement policy, fixed asset 

policy, we have policies for all the functions already, but what is important is that there are 

times you need to review your policies, we look into each of the department and see that they are 

actually following the policies and we have procedures during operations also, for instance you 

are a loader (logistics department) there are steps you should follow, that you should not beat. 

So, those are the things that internal control department are looking at, we audit all the functions 

one by one, we have a timetable of what we are going to do and we do that periodically, so there 

is no way one will even bypass policy and procedures because there is a department that is 

checking that. So, on that basis we ensure that those things are put in place and are actually 

adhere with.” 

The evidence of positive significant relationship observed in quantitative analysis above is 

complimentarily supported by the response of the interviewed managers on the use of policies 

and procedures as control techniques to achieve goal congruence among employees indicated in 

the above response on policies and procedures.  

Response on Socio-cultural: 

 “as an organization we have our values and we strictly adhere to it without tarnishing 

our integrity which is paramount. For the safety aspect of it, we are very strict about safety and 

we don’t toy with it, we usually follow policies concerning safety and integrity to the latter.” 

“what we do basically is that, when there is an opening, I try as much as possible to fish in-

house to see people that are in lower level that have experience. We advertise internally first, if 

we could not get anybody then we take it outside. After being employed we do what is called 

induction, which will be anchor by the HR department, in the induction the HR will introduce the 

company to the newcomers, then we will have one person from each of the department that will 

talk about their department  to the newcomers, so that they will be conversant with the activities 

of the department and that will be done within a week from when the newcomers come in and 

after that the familiarization, the HR will take the employer round the company (individual 

introduction) so that it will not be that everybody does not know him, he is part of the family so 

he will be treated like a family.” 

“all those are in our code of conduct and ethics, and our organization have that to produce 

quality good product at affordable price. There is a document that specifies all those things, that 

is given every time to a new employee. The first thing that will be given is the employee 

handbook, it contains the rules guiding the employee, you will also be given the code of conduct 

that shows the ethics and all the things that you need to know, which will read and digest. Those 

are part of the things that can even be asked about during the induction programme.” 
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With all the evidences emphasized in the earlier responses, it was obvious that SMEs make use 

of various socio-cultural techniques to influence the behavior of their employees. The sample 

companies engage in the use induction, recruitment, socialization as management control devices 

as indicated in the highlighted sentences. These qualitative evidences align with the result of 

quantitative approach that socio-cultural control has significant positive effect on the fimr 

performance. 

Overall, the six management control techniques, based on both quantitative and qualitative 

evidence, explain substantial variation in the performance of the selected Small and Medium 

Manufacturing enterprises. 

4.5.4 Impact of the Degree of Fit between Accounting and Non-Accounting Control System 

and Contingency Factors on Firm Performance 

To provide answer for research questions seven and eight, the following hypothesis are re-stated: 

��: Performance is not associated with degree of fit between accounting controls system and 

internal contingencies 

��: Performance is not   associated with degree of fit between non-accounting controls system 

and internal contingencies 

These hypotheses aim to confirm the argument advanced in the  MCS literature that firm 

performance should substantially related to the suitability of business’s MCS practices not just 

the decision to adopt the MCS. The results in Table 4.29 show the degree of lack of fit between 

MCS and contingency variables and its effect on performance. Accordingly, the estimated 

coefficient on /e/, fit-accounting control is -0.0264 (t-value=-2.920,P-value<0.01) implies that as 

the extent of lack of fit between accounting control system and contingency factors increases, 

firm performance decreases. Based on this result, the study fails to accept hypothesis seven. This 

suggests the existence of lack of optimal choice in the use of accounting control system among 

SMEs. 
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Table4.29: Regression results on   degree of Fit between accounting and non-accounting control 
system and contingency factors on firm performance 

Note: ***, ** and * Denote rejection of null hypothesis at 1, 5 and 10% significant level  

Source: Author’s Computation (2019) 

With regard to non-accounting control system, there exist a positive relationship between fit of 

Non-accounting control and performance, since the estimated coefficient on /e2/ is 0.018 (=t-

value=0.623,P-value>0.050).But this was not significant as shown in table 4.25. Therefore, this 

study fails to reject the hypothesis viii. By implication, the evidence is not enough to justify the 

positive relationship between degree of fit and firm performance.  

 

 

 

 

 

 

 

 

Variable Coefficient Standard errors T-value P-value 

Intercept 6.050 0.034 120.070 0.000 

Fit-accounting 

cont. 

-0.264*** 0.090 -2.920 0.004 

Ft-non-accounting 

cont. 

0.018 0.147 0.125 0.623 

               F-statistic 

                P-value 

                R-square 

Adjusted R-square 

103.023 

0.004 

0.443 

0.439 
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4.6 Summary of Hypotheses Tested 

For the purpose of clarity, the summary of findings base on the tested hypotheses are presented 

in the table 4.30. Out of twenty sub-hypotheses formulated, the study findings supported twelve 

while, eight were not supported. 

Table 4.30 Summary of Results of Hypotheses Testing on each Research Questions 

S/N Main Hypothesis Sub-Hypothesis Sign 

obtained/Significance 

Remarks 

1 ��: Institutional pressure  

has no significant influence  

on the choice of accounting  

control System use by 

Manufacturing SMEs    

in Lagos State 

 

���: There is no significant 

relationship between the usage level 

of accounting controls system and 

provider capital pressure in 

manufacturing SMEs in Lagos State 

���: There is no significant 

relationship between the usage level 

of accounting controls system and 

regulatory pressure in 

manufacturing SMEs in Lagos State 

���: There is no significant 

relationship between the usage level 

of accounting controls system and 

association pressure in 

manufacturing SMEs in Lagos State 

+/Not significant 

 

 

 

 

 

+/Not significant 

 

 
 
 
 
 
 
 
 
 
 
 
+/Significant 

Not 

Supported 

 

 

 

 

Not 

supported 

 

 
 
 
 
 
 
 
 
 
 
 
 
Supported 

2 ��: Institutional pressure has 

no significant influence on the 

choice of non-accounting control 

System use by Manufacturing 

SMEs in Lagos State 

 

���: Regulatory pressure has no 

significant influence on the choice 

of non-accounting Control System 

use in Manufacturing SMEs   in 

Lagos State 

���: capital provider pressure has 

no significant influence on the 

choice of Control System use in 

Manufacturing SMEs in Lagos State 

��	: Association pressure has no 

+/Significant 

 
 
 
 
 
+/Not significant 
 
 
 
 
 
 
 
 

Supported 

 
 
 
 
 
Not 
supported 
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significant influence on the choice 

of non-accounting controls System 

use in manufacturing SMEs in 

Lagos State 

 

 
 
+/Significant 

 
 
 
 
Supported 

3 �
: Internal contingencies have 

no significant influence on the 

choice of accounting control 

System use in Manufacturing 

SMEs in Lagos State 

 

�
�: There is no significant   

relationship between accounting 

controls system and perceived 

environmental uncertainty in 

manufacturing SMEs in Lagos State  

�
�: The relationship between 

accounting controls system and task 

uncertainty in manufacturing SMEs 

is not significant 

�
	: The   relationship between 

accounting controls system and 

firm’s age is not significant 

+/Significant 

 
 
 
 
 
 
+/Significant 
 
 
 
 
_/Not significant 

Supported 

 
 
 
 
 
 
Supported 
 
 
 
 
Not 
supported 

4 ��: There is no significant 

relationship between non-

accounting controls system and 

internal contingencies in 

manufacturing SMEs   

���: There is no significant   

relationship between non-

accounting controls system and 

perceived environmental 

uncertainty in manufacturing SMEs 

is not significant 

���: There is no significant   

relationship   between   non-

accounting controls and task 

uncertainty in Manufacturing 

SMEs. 

��	: The relationship between 

accounting controls system and 

firm’s age is not  

Significant 

 

+/Significant 

 

 

 

 

 

 

+/Significant 

 
 
 
 
 
_/Not significant 

Supported 

 

 

 

 

 

 

Supported 

 

 

 

 

Not 

supported 

5 ��: Accounting control systems 

is not significantly affect the 

Performance of manufacturing 

SMEs 

 

���: Planning is not associated 

with the Performance of 

manufacturing SMEs 

 

���: There is no significant   

relationship between measurement 

and the Performance of 

+/significant 

 
 
 
 
 
 
+/Not significant 
 
 

Supported 

 
 
 
 
 
 
Not 
supported 
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manufacturing SMEs 

��	: There is no significant 

relationship between compensation 

and the Performance of 

manufacturing SMEs 

 

 

 
 
 
+/significant 

 
 
 
 
Supported 

6 �
: Non-accounting control 

systems is not significantly 

associated with the Performance 

of manufacturing SMEs 

 

�
�: Structure is not   associated 

with the Performance of 

manufacturing SMEs 

�
�: There is no significant 

relationship between policies & 

procedures, and the Performance of 

manufacturing SMEs 

�
	: There is no significant positive 

relationship between socio-cultural 

and the Performance of 

manufacturing SMEs 

 

_/Not significant 

 
 
 
 
 
+/Significant 
 
 
 
 
 
+/Significant 

Not 

supported 

 
 
 
 
Supported 
 
 
 
 
 
Supported 

7 ��: Performance is not 

significantly associated with 

degree of fit between accounting 

controls system and internal 

contingencies 

 

��: Performance is not significantly 

associated with degree of fit 

between accounting controls system 

and internal contingencies 

 

_/Significant Supported 

8 ��: Performance is not 

significantly affected by the 

degree of fit between non-

accounting controls system and 

internal contingencies 

 

��: Performance is not significantly 

affected by the degree of fit 

between non-accounting controls 

system and internal contingencies 

 

+/Not significant Not 

supported 

     

Source: Author’s Analysis (2019) 
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4.7 Discussion of Findings 

The study hypotheses were tested in the preceding sections. Evaluation of the findings in relation 

to each of the tested hypothesis is the focus of this sub-section. To achieve this, the discussion 

was based on each the research questions with emphasis on the research variables. 

4.7.1 Influence of Institutional Pressures on the Usage level of Accounting Controls and 

Non-Accounting System 

In order to provide answers to research questions raised, the study looks at the institutional 

pressures from the dimension of the three variables: regulatory pressures, association pressures 

and provider of capital pressures. These three variables are part of the parameter argued in the 

institutional theory adopted as one of the theoretical framework for this study. Accordingly, 

institutional theory posits that organization may decide to operate in a mimic way and/or 

coercive way. The first two variables relate to mimic isomorphism while the later concerns with 

coercive isomorphism. 

 The results of the study for the research question one provide evidence that association 

pressures, to a greater extent, influence the use of accounting control system (t-value=4.000, P-

value<0.01).This implies that the sampled firm engage in the accounting controls system not 

purely on economic rationality or as require by their nature of operation but on the need to 

behave in a way that appeal to the association they belong to. In other words, the evidence 

suggest that as the pressure from association increase, there is likely tendency that the need to 

make use of accounting controls not for the purpose of influencing employee behaviors 

increases. The interviewed responses such as this: So we try as much as possible not to deviate 

from common practices, if you don’t do that you are  likely to be having problem with the 

association.”, confirms the prediction of institutional theory that: intra organization structure and 

procedures including accounting are largely shaped by institutional factors rather than cost 

minimizing objective. (Moll et al., 2006).In essence, firms do adopt organization practices as a 

legitimacy tactics rather economic. 

Furthermore, this finding is also in agreement with the evidence provided by Jazayeri, 

Wickramsinghe and Gooneratne (2011) who revealed variation in Management Accounting and 

Control Practices as a result of institutional pressure in two manufacturing companies in UK and 

Sri Lanka. It was reported that the externally imposed BSC adoption lead to internal 
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controversies and consequently workforce became resistive. Similarly, Gamage and Generates’ 

(2017) empirical evidence on how organization actors change their existing Key Performance 

Indicator (KPI) in reference to customer specification is consistent with this research finding. 

Important implication that may be deduced from this finding is that the use of accounting control 

techniques as driven by association pressures is not diagnostic and interactive but technical. 

Since, the impulse to use these control is not informed by the need to achieve goal congruence 

but need to appeal to pressures. Consequently, organization may unnecessarily incur avoidable 

cost on the use of accounting control for other purposes that are not goal –congruence driven. 

   

Although the non-significant results reported on the two institutional variables (regulatory and 

provider of capital) in relation to accounting controls system were not significant, the influences 

of these variables in other areas of operation may not be ruled out. For instance, pressures from 

tax and environmental authorities may also have influence on the firm behavior as well as 

pressures from provider of capital on the use of the organization assets. 

The empirical evidence relating to research question two was that both regulatory pressures and 

association pressures influence the adoption and usage level of non-accounting control system 

among sampled firms. Specifically, the quantitative results show that regulatory pressures has 

positive significant relationship (t-value=2.896, P-value<0.01) with non-accounting control 

system. But narrative analysis of the interviewed responses fails to corroborate the quantitative 

evidence as indicated here: “No. periodically, NAFDAC and SON usually come here, but you 

know for a company like this, apart from the fact that we are certified nationally, we are also 

certified internationally, apart from NAFDAC certification, we have ISO certification”. With this 

evidence, the SMMEs manufacturing firms may be said to be partially practicing the use of non-

accounting such as organization structures, policies and procedures, and socio-cultural control in 

line with the dictate of relevant regulatory agencies much than the nature of their operation 

required. This findings, therefore partially confirm the prediction of institutional theory in the 

area of coercive isomorphism. Essentially, the theory maintains that organization do adopt or use 

techniques out of the need to avoid sanctions than economic or behavioral reasons. This type of 

regulatory pressures do emanate in relation to the use of specific standard administrative manual. 

Previous empirical evidences that are consistent with this finding were that of Dambin et 

al.,(2007) and Ezzamel et al., (2012).The evidence on the relationship between association 
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pressures and non-accounting controls was similar to the reported evidence for accounting 

control system discussed above. 

4.7.2 Influence of perceived environmental uncertainty, task uncertainty and firm age on 

the Usage level of Accounting controls System and Non-Accounting Control System 

This study objective relating to the research question three and four was to provide evidences as 

to the argument and prediction of the contingency theory that a general strategy, structure, 

management practice (management control system inclusive) applicable to all organization does 

not exist. And therefore the best method to organize is contingency-specific. Quantitative and 

qualitative evidences observed in this study supported or confirmed the theory prediction to a 

greater extent. Concerning the relationship between PEU and the usage level of accounting 

control system, the quantitative results suggest a significant positive relationship between PEU 

and accounting control system (t-value=4.360,P -value<0.01).This implies that as the firms 

perceived that the environment is uncertain in term of  market competition, customer and 

suppliers actions, the firm tend to use more of budgets, cost control and other performance 

measures concerning  customers, operational process  and innovation to gather information that 

can be used to influence employee behave to achieve goal  congruence. Responses from the 

interviewed managers also complement the observed quantitative relationship as shown by this 

extracted responses:  

 “when you are in an organization like this you expect a lot of changes from customers, 

ranging from your pricing , your ability to deliver on time and when you talk in term of 

technology,”   

 “……so in maintaining that standard we have to still compete with the major market 

itself from the north to the east to the south so we will be able to manage large number of 

customers. We believe the customers increase your turnover so the competition is very intense.” 

Although, contingency theory prediction is non-direction, this observed evidence seems to be in 

tune with the previous empirical research evidences. The trend of evidences in empirical research 

literatures is that a firm with highly perceived environmental uncertainty engages more in the 

usage of very broad management accounting control system. For instance in developed countries, 

research evidences of Ahren and Chapman (2004), Tillema (2005), Hung (2007) and Bedford et 

al., (2016) revealed positive relationship between PEU and Accounting control system. Similarly 

in developing countries and Nigeria, There are previous research evidences showing positive 
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relationship between PEU and accounting control system. Recent studies among were that of 

Fuadah et al., (2014); Al-mawali (2015); El-shishini (2017); Haedr et al.,(2017) and in Nigeria 

Ajibolade (2013) and Ogunsiji et al.,(2013). Indeed, the review of literatures conducted on 

contingency–based management control research for over twenty years by Chenhall  in 2003 

suggested that the more hostile and turbulent the external environment, the greater the reliance 

on formal control and emphasis on traditional budget. And that for firm’s MCS to focus on 

accounting controls in an uncertain environment, emphasis must also be placed on flexible, 

interpersonal interactions which is the hallmark of non-accounting controls. One may therefore 

argue that, for firm to achieve optimal use of Control techniques as monitoring devices such that 

the residual agency cost can be reduced, as predicted by agency theory, the combined use of 

accounting and non-accounting controls system become inevitable in a highly hostile and 

turbulent environment, an aspect of PEU. 

Similar result was also obtained for the relationship between TU and accounting control system. 

Specifically, empirical evidences shows a positive relationship between TU and accounting 

control system (t-value=3.223, P-value<0.01). Interview evidences was not different from the 

reported quantitative fact based on the common responses of the managers like this: We have 

qualitative areas which he will be tested and we have and quantitative, those that can be 

measure by mass, that this is what you are supposed to achieve and this is what you have been 

able to achieve. It is measurable and there are some that are not measurable, those are the one 

we call qualitative. This means that as the perceived inability to predict the subordinate 

performance outcome and programme their actions increases, the tendency to lay more emphasis 

on the use of accounting control increase. This result is also aligning with contingency theory’s 

argument that MCS use should contingency-specific but at variance with previous empirical 

evidences. In deed the proposition of Chenhall (2003) based on his review earlier mentioned, 

was that the higher the level of TU the more informal controls including less reliance accounting 

performance measures. In other word, relationship between TU and accounting control supposed 

to be negative instead of positive relationship observed in this study. Studies that had reported 

evidences of negative relationship were: Dittillo (2004)whose study revealed that the higher the 

cognitional complexity, a dimension of task uncertainty, the less reliance on the use of formal 

control; Chong (2004) and Wolkinazari (2012) similarly revealed that high task uncertainty is 

negatively related to the usage level of accounting control system. The observed evidence on the 
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relationship between TU and accounting control system is suggestive of the use of accounting 

control regardless of the level of TU in SMEs manufacturing firm and this may impair the 

achievement of optimal control use that may reduce agency residual cost. 

For the firms’ age as contingency factor, the study reported a non-significant negative 

relationship with the accounting control. This implies that there was no enough evidence to 

confirm the extent to which the firm’s level of maturity influence the usage level of accounting 

control system. Indeed previous empirical evidences like that of Hutzschenreuter’s (2009) study 

did not support the argument that the usage level of accounting control system is stronger in 

older firm than younger firm, while Hui et al., (2013) reported that the beneficial effect of MCS-

accounting usage was stronger in older firm. These mixed findings show that the relationship 

between firm’s age and Accounting control system seems not to clear. However, the common 

responses of some interviewed managers shed more light on how age play role in the selection of 

control techniques. This is indicated as follow: with the numbers of years this company have 

spent in this business, I can say that we adopt some control techniques in early life of the 

companies but because of size and complexity, some control techniques need to be introduced to 

cope with our dynamics. For instance, this company takes training as an important factor to 

motivate our employees now than when the company was young. 

The results of the relationship between PEU,TU, firm’s age and non-accounting control possess 

the same trend with that of non-accounting control but with different implication. With regard to 

the relationship between PEU and non-accounting control system, the significant positive 

relationship (t-value=6.583, P-value<0.01) confirm the need for the joint use of accounting and 

non-accounting control system argued by Chenhall (2003).In essence, the optimum benefits of 

MCS are achievable in a condition of highly perceived environmental uncertainty, if the 

company do engage in the use of broad MCS that contain both the accounting and non-

accounting control techniques. This observation is also in line with the prediction of contingency 

theory that nature and situation of organization characteristics determine the type of organization 

practices to be adopted. Previous empirical evidences in this line of observation were that of 

Janke, Mahlendorf and Weber’s (2014) study whose finding support a positive effect of the 

interactive use of MCS on senior manager’s perception of negative external crisis effect and 
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Samagio, Crespo and Rodrigues (2017)  with evidence that  internal and external contingencies 

factors  explain the use of MCS. 

The relationship between TU and non-accounting control systems was also positively significant 

(t-value=6.993,P-value <0.01) indicating that firm’s usage of  non-accounting control system, 

such policies  and procedures, belief system ,socialization ,selection  and social control, is driven 

by the extent to which the subordinate tasks  are not predictable. In this instance, evidences 

reported by Dittilo (2004), Chong (2004) and Wolkinazari (2012) concurred with this 

observation. In general terms, these previous empirical evidences revealed that as the activities 

or task of the employees or subordinates are not highly predictable, only the extensive use of 

non-accounting control is highly beneficial in term of reduction in residual agency costs. On the 

relationship between firm’s age and non-accounting control system, the reported negative 

relationship was also not significant. As observed above, it is suggestive that firm’s level of 

maturity bears no influence on the extent to which non-accounting control techniques are being 

used. However, firms may be using the control techniques for other purpose rather than  

behavioral influence 

4.7.3 Influence of Accounting control and Non-Accounting Control Systems on Firm 

Performance 

Research questions five and six was put forward to address the study’s objectives on the extent to 

which the variation in firm performance can be explained by the adoption of various accounting 

and non-accounting control techniques: planning, measurement, compensation, structure, 

policies and procedures, socio-cultural controls. To a large extent, the interviewed managers 

expressed positively that firm performances are enhances through the use of various control 

techniques. However, quantitative evidences reveal the individual impact of each control 

techniques on performance. 

The compensation/reward, an accounting control technique, seems to explain partial variation in 

firm performance positive, since its coefficient in the structural model of the PLS was positive 

and significant with moderate effect size (t-value=2.573, P-value<0.05 and f2=0.040).This 

implies the subordinate act upon the incentive system to pursue organization goal in a way that 

enhance goal congruence and effect improve performance of the organization. One may infer 

that high usage level of both subjective and objective reward system as a behavioral influencing 
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technique has potency to translate to enhanced organization perfomance. This finding is 

consistent with the evidences of previous studies reviewed   in chapter two of this work. Recent 

few works among them were: Oladipo et al., (2008); Coker (2012); Ejumudo (2014); Olanye et 

al., (2015) and Catherine (2016) all reported positive impact of compensation on firm 

performance. In line with the prediction of agency theory, this finding shows the effectiveness of 

incentive system in reducing agency problems. 

How the use of measurement system such as budget, cost control and other accounting 

performance evaluation techniques influence organization performance was not quantitatively 

confirmed in this study given the coefficient of measurement controls in the structural model. 

Specifically, the results revealed positive relationship that was not significant, indicating that the 

use of measurement control is neither associated with an increase or decrease in company 

performance. This implies the use of measurement control by SMEs needs to be at minimum 

level since its increased usage would not translate to optimum company performance. This will 

prevent unnecessary expenditure on measurement control architectures. However, the observed 

finding seem not to align with previous empirical evidences as much of these studies reported 

significant positive relationship between budget, cost and other accounting-based performance 

measurement. In these instances, the works of King et al., (2010), Silva et al.,(2012), Osundina 

et al., (2012), Siyanbola (2013) budget and performance revealed positive relationship while on 

cost control, an aspect of measurement control, the  studies of Oluwagbenga et al.,(2014), Okoye 

et al.,(2017) and Akeem (2017) gave evidences of positive relationship. Careful analysis of these 

studies revealed that their focuses were not on behavioral uses of measurement control 

techniques but on technical application. Qualitative data extracted from the transcribed responses 

supports this argument as highlighted thus: Well, if I understand your question, I will say this 

company prepare budget to guide our operation and to know where we are going, while cost 

control is for the achievement of efficiency in our operation. One may therefore attribute the 

disparity between this study findings and previous empirical evidences to the identified trend. 

Another potential reason for this finding is that measurement control is associated with high 

control costs for monitoring employee in detail. In effect, the control cost surpasses the benefit. 

This may be critical of SMEs whose resources are minimum in nature. 
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This study also provided evidences on the relationship between planning and firm performance. 

In a more specific term, investigation on how detail and participative is the planning process to 

influence subordinate and in effect influence firm performance revealed a significant positive 

relationship between the two variables (t-value=4.882, P<0.01, f2=0.043).In essence, the use of 

planning in a more detailed and participative seem to have potency in enhancing business 

performance. The qualitative evidence such as this common response among the interviewed 

managers :“it is helping positively, you know once there is projection of what you want to do, 

you can now put mind into, are we getting closer or not it would have been worst if there is 

nothing like planning that means we are just working arbitrarily and that means if we make it, it 

is by mistake or by luck. Like I told you we do a weekly presentation of the performance…..”, 

support the quantitative result Through this, one may infer that employees buy in the 

organization goals and thus motivated in the discharge of their responsibility. Few available 

studies on the planning as an accounting controls techniques support this finding: Bedford et 

al.,(2015) and Bedford et al.,(2016). 

In relation to non-accounting control system, two control elements, Policies and procedures, and 

socio-cultural were reported to have significant positive relationship with performance. The use 

of policies and procedures impact positively on performance to a large extent (t-value=3.125, P-

value<0.05, f2=0.050).This result can be interpreted in a sense that the sampled SMEs influence 

the behavior of their subordinate by allowing them to conduct non-routine activities in a manner 

that gives sense of independence. In addition, the result also suggests the use of code of conduct 

to define appropriate behavior, communication of risk and activities to be avoided by 

subordinates and the extensive use of pre-action review to access project undertaken by 

subordinate. All these are the sub-control techniques that seem to be in use to warrant the 

observed relationship between policies and procedures, and performance. The finding is 

consistent with evidences provided by Davila et al., (2007)   and Munster Mann (2010). 

As earlier pointed, socio-cultural control also impact positively on firm performance. Out of all 

the control techniques studies, socio-cultural control has the highest positive impact on 

performance based on the quantitative results (t-value=5.732, P-value<0.05,f2=0.157).This 

implies that the sampled SMEs engage in extensive use of socio-cultural control techniques to 

drive their goal congruence. By implication, the recruitment and selection procedures seem to be 
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extensively in use as well as other elements of socio-cultural elements such regular training of 

employees, mission and vision statement and communication of other organizational share 

values. Comparing this study with previous studies, there exist consistence in their findings as 

Shoin et al., (2014); Ployhart (2014); Deshpande (2014); Trivellas (2015); Barrick et al., (2015); 

and Georgiadis et al.,(2016) empirical works reveal significant positive relationship between 

various form of socio-cultural controls and firm performance. By this finding, one may infer that 

the sampled SMEs rely more on socio-cultural control in the pursuit of goal congruence. 

Furthermore, this study finding conforms to the prediction of the social control theory that 

individual conformity with shared value (organization culture) is expected to improve motivation 

and indirectly impact on outcome or performance. 

On the last element of non-accounting control techniques, organization structure, the report of 

this study shows no significant relationship with the performance (t-value=-0.090,P-value>0.05, 

f2=0.000).This does implies non-existence of organization structure but its use  in a way to 

achieve goal congruence and in effect enhance performance was not supported by this empirical 

evidence. Indeed, findings from qualitative investigation corroborate the use of organization 

structure for delineation of function as extracted from the transcript as follow: if you have good 

structure you will not have problem, we have research and development organization that takes 

care of benchmarking, market survey for new products, the way our competitors are doing, the 

market share all those thing. We have internal audit department, where we deal with risk based 

audit, we look at all those risk. This finding is at variance with previous studies of Fadeyi et al., 

(2015); Thomas (2015); Shabir (2016); and Okafor et al., (2017) with evidences of positive 

relationship between organization structure and performance. It is noteworthy that these previous 

studies focus on large scale companies. One may attribute this pattern to less use of organization 

structure such that subordinate or lower level employees involve in various strategic and tactical 

decisions, unlike large scale companies. In essence, it may be that the organization structure is 

only being used to delineate responsibilities. 

Overall, the predictive relevance and fitness of the structural model as indicated by prognostic 

relevance (q2) of 14.9% and R-square of 0.364 suggests that use of management control 

techniques, to a large extent, impact on company performance. The degree of variation in firm 

performance explained by management control techniques confirm the prediction of the agency 
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theory and social control theory that as long as the residual agency cost reduces through the use 

of various control techniques, firm may experience improved performance. This is not to say that 

other factors do not contribute to company performance since the structural model is partial in 

nature. 

 4.7.4 Influence of Fit between Management Control System and Internal Contingencies on 

Performance 

The debate in the literatures and argument of contingency theory that for firm to achieve optimal 

performance, it should thrive to design its control system architecture in alignment with its 

peculiar contingency factors motivate the need to provide answer to research questions seven and 

eight. Using the contingency approach of Gerdin and Greeve (2004), the study measured control 

fit through model residuals (e) of equations 4and 5 in chapter three. The empirical evidences 

provided by this study shows that as the extent of lack of fit between accounting control system 

and contingency factors increases, business performance decreases(t-value=-2.290,P-value< 

0.01) while such relationship was not supported by the evidences on non-accounting control 

practices.  

The reported negative relationship between lack of fit and performance implies that small and 

medium business that able to achieve best fit continue to survive at higher level of performance 

while business that are not able to achieve best fit also continue to survive but at lower level of 

performance. Thus, one may infer that lack of fit between accounting control system and 

contingency factors may impair company performance. These observed evidences are in 

agreement with Meyer and Zucker (1989) and King et al., (2010) who argued that lack of fit may 

portend harmful effect. The non-significant positive relationship (t-value=0.125,P-value > 0.05) 

between lack of fit and performance may attributed to a fact that non-accounting control system 

has the potency of being used jointly with accounting control system to ameliorate the effect of 

lack of fit that may exist between accounting control system and contingency factors. 
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                                                                CHAPTER FIVE 

                                 SUMMARY, CONCLUSION AND RECOMMENDATIONS 

 

This chapter presents final aspect of this empirical investigation on the relationship between 

management control system and firm performance among Small and Medium Manufacturing 

Enterprises in the form of summary of the empirical works, conclusions reached based on study 

findings and corresponding recommendations. In addition, the chapter also details contribution 

of the study to both knowledge frontiers and practices, limitation of the study and suggestion for 

further studies. 

5.1 Summary 

Management control constitutes one of the critical functions of management in organisation. 

However, little or no attention has been given to design and use of this very important function 

of management. Much of the mechanisms or techniques acknowledged to be in use to carryout 

management control function are limited to accounting-based control techniques which have 

been criticized to have behavioral dysfunctional consequences such as lack of direction, efforts 

aversion and other self-interested behavours.  To prevent or avert these dysfunctional behavour, 

appropriate design that takes into account relevant contingency factors, such as nature of 

environment and subordinate tasks is very essentials. Notwithstanding the critical roles of 

management control function, extant literatures show that much empirical works on design and 

use of MCS are substantially focused on large organisation, leaving the MCS practice of SMEs 

at its own mercy. 

In view of the foregoing, the thesis was motivated to investigate how Small and Medium 

Manufacturing Enterprises engage in the practice of MCS in context of relevant contingency 

factors. In order to gain in-depth insight and provide empirical evidences on the practice, the 

study raises eight research questions and its corresponding objectives in chapter one. The first 

and second research questions border on how institutional pressures, a form of contingency 

factors, influence the use of accounting and non-accounting control system while the third and 

fourth questions investigate the relationship between accounting and non –accounting control 

system and internal contingencies of environment ,task uncertainty and firm age. For the fifth 

and sixth questions, the study aims to provide answers to how the management control 

techniques (planning, measurement, compensation, structure, policies and procedures, and socio-
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cultural controls) use by management to carryout control function impact on performance. The 

last two research questions relate to the issue of appropriate design which has been described in 

the literatures as problem of misfit. Specifically, the study sought to test the impact of fit 

between accounting and non-accounting control systems and internal contingency factors on 

performance.  

We arrived at the above research questions and research hypothesis after extensive review of 

literatures on relevant key concepts, theories and previous empirical works. The conceptual 

review allows us to have conceptual domain of the key variables in the research questions while 

the reviewed theories provide theoretical underpinning that predict relationship among the key 

variables. Previous findings relevant to the research question formed the basis of the research 

hypothesis raised in chapter one. 

The study employed both quantitative and qualitative method to provide evidences that formed 

the basis of these study findings. Validated instrument used in contingency-based MCs study was 

adapted to collect quantitative data. In relation to qualitative method, the thesis conducted 

interview with very reasonable number of managers in the sampled companies. The obtained 

quantitative and qualitative data was subjected to analysis using ordinary least square regression 

analysis, partial least squares (PLS-SEM) and narrative analysis respectively, to arrive at the 

various findings summarized in the subsequent paragraphs. 

In relation to objectives one, the results provide evidence that association pressures, to a greater 

extent, influence the use of accounting control system (t-value=4.000, P<0.01).By implication, 

the finding suggests that as the pressure from association increase, there is likely tendency that 

need to make use of accounting controls not for the purpose of influencing employee behaviors 

increases. But the results were not significant to reject the sub-null hypothesis on regulatory and 

provider of capital pressures. 

The empirical finding relating to research question two was that both regulatory pressures and 

association pressures influence the adoption and usage level of non-accounting control system 

among sampled firms. Specifically, the quantitative results show that regulatory pressures has 

positive significant relationship (t-value=2.896, P< 0.01) with non-accounting control system. 
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No significant evidence was reported on the relationship between provider of capital pressures 

and non-accounting control system, leading to non-rejection of sub-hypothesis 2b. 

Findings on research question three revealed  a significant positive relationship between PEU 

and accounting control system (t-value=4.360,P<0.05).This implies that as the firms perceived 

that the environment is uncertain in term of  market competition, customer and suppliers actions, 

the firm tend to use more of budgets, cost control and other performance measures concerning  

customers, operational process  and innovation to gather information that can be used to 

influence employee behave to achieve goal  congruence. Similar result was also obtained for the 

relationship between TU and accounting control system. Specifically, empirical evidences shows 

a positive relationship between TU and accounting control system (T-value=3.223, P< 0.01).This 

means that as the perceived inability to predict the subordinate performance outcome and 

programming of their actions increases, the tendency to lay more emphasis on the use of 

accounting control increases. However, for the firms’ age as contingency factor, the study 

reported a non-significant negative relationship with the accounting control. This implies that 

there was no enough evidence to confirm the existent to which the firm’s level of maturity 

influence the usage level of accounting control system. 

The results of the relationship between PEU, TU, firm’s age and non-accounting control which 

was the focus of research question four, were of the same trend with that of accounting control 

but with different implication. With regard to the relationship between PEU and non-accounting 

control system, the significant positive relationship (t-value=6.583, P<0.05) confirm the need for 

the joint use of accounting and non-accounting control system. The relationship between TU and 

non-accounting control systems was also positively significant (t-value=6.993,P<0.05) indicating 

that firm’s usage of  non-accounting control system, such policies  and procedures, belief system, 

socialization ,selection and social control, is driven by the extent to which the subordinates’ tasks  

are not predictable. On the relationship between firm’s age and non-accounting control system, 

the reported negative relationship was also not significant. As observed above, it is suggestive 

that firm’s level of maturity bears no influence on the extent to which non-accounting control 

techniques are being used.  

Research question five was put forward to address the study’s objective on the extent to which 

the variation in firms’ performance can be explained by the adoption of various accounting 
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control techniques: planning, measurement, compensation. To a large extent, the interviewed 

managers expressed positively that firm performances are enhanced through the use of various 

control techniques. However, quantitative evidences reveal the individual impact of each control 

techniques on performance. The compensation/reward, an accounting control technique, seems 

to explain partial variation in firm performance, since its coefficient in the structural model of the 

PLS was positive and significant with moderate effect size (t-value=2.573, P<0.05 and 

f2=0.040).However, the use of measurement system such as budget, cost control and other 

accounting performance evaluation techniques influence organization performance was not 

quantitatively confirmed in this study. Specifically, the results revealed positive relationship that 

was not significant, indicating that the use of measurement control is neither associated with an 

increase or decrease in company performance. However, The study provides evidences of a 

significant positive relationship between planning and firm performance (t-value=4.882,P < 0.01, 

f2=0.043). 

In relation to research question six which was centered on the relationship between non-

accounting control system and performance, two control elements, Policies and procedures, and 

socio-cultural were reported to have significant positive relationship with performance. The use 

of policies and procedures impact positively on performance to a large extent (T-value=3.125, P-

value < 0.01, f2=0 .050). Socio-cultural control also impact positively on firm performance. Out 

of all the control techniques studies, socio-cultural control has the highest positive impact on 

performance based on the quantitative results (t-value=5.732,P<0.01, f2=0.157 ).On the last 

element of non-accounting control techniques, organization structure, the report of this study 

shows no significant relationship with the performance (T-value=0.090, P>0.05, f2= 0.000).  

 Research questions seven and eight in response to the argument of contingency theory that for 

firm to achieve optimal performance, it should thrive to design its control system architecture in 

alignment with its peculiar contingency factors. Findings  show that as  the extent of lack of fit 

between accounting control system and contingency factors increases, business performance 

decreases(t-value=-2,920,P<0.01). The reported negative relationship between lack of fit and 

performance implies that small and medium business that able to achieve best fit continue to 

survive at higher level of performance while business that are unable to achieve best fit also 

continue to survive but at lower level of performance. For the non-accounting control system, 
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non-significant positive relationship (t-value=0.125, P> 0.05) between lack of fit and 

performance   was reported. Thus, the study failed to accept hypothesis seven but failed to reject 

hypothesis eight. 

5.2 Conclusion 

This study investigate the practices of management control system of Small and Medium 

Manufacturing Enterprises in Lagos State, Nigeria with  the purposes of provide evidences on 

the influence of contingency factors on the choice of management control techniques, and the 

effect of management control system on firm performance. The findings of the study revealed 

that some contingency factors influence the choice of MCS practices and that substantial 

numbers of management control mechanisms investigated do explain variation in performance of 

the sampled SMEs. 

In view of the reported findings, the study arrived at the conclusions discussed as follows: 

i. management controls techniques use by small and medium manufacturing enterprises 

are not necessarily informed by economic needs but by pressures from their peers. 

Specifically, much of the chosen accounting control techniques are driven by the 

prevailing industry practices dictated by relevant association they belong to. 

ii. to a large extent, small and medium manufacturing enterprises also make use of non-

accounting control techniques for the purpose of satisfying regulatory demand, even 

where such practices may not be effective to achieve goal congruence. 

iii. the managers’ perceptions on how environment is uncertain also contribute to the use 

of management control techniques. Managers seems to employed budget, cost control 

and other performance measures to monitor virtually all tasks where the market and 

customers’ behavior are highly unpredictable. 

iv. firms also engage in the practice of accounting controls system in a situation where 

the subordinate’s action is not highly measurable and predictable. 

v. there was appropriate adoption of non-accounting control techniques in line with the 

level at which environment is perceived to be uncertain as well as subordinate task 

are not predictable and measurable. 
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vi. the use of planning to develop strategy and monitor employees has capacity to 

influence the performance of small and medium manufacturing enterprises. 

vii. performance of small and medium manufacturing enterprises is driven to a greater 

extent by the use compensation and reward system relative to subordinate 

performance. 

viii. the use of standardized procedures, codes of conduct, appropriate  action and pre-

action review to monitor and influence subordinate driven the firms’ performance. 

ix. use of extensive recruitment and selection procedures as a socio-cultural control 

technique considerably has effect on the improved organization performance. 

x. communication of core value through codified formal document, mission and vision 

statement contribute positively the performance of the sampled firms. 

xi.   there exist a certain degree of lack of fit between accounting control system and 

contingency factors lead to sub-optimality in term of the firms’ performance. By this, 

avoidable expenditures are being incurred in design of MCS among the sampled 

firms. 

 

5.3 Recommendation 

In line with the study findings and conclusions reached in the preceding sections, this thesis put 

the following recommendations guide in policy formulation and firm performance control. 

i. Given the conclusion reach on the effect of association pressures, managers should 

try as much as possible to resist pressures that can encourage the adoption techniques 

that are not in tune with their peculiarities, in order to drive maximum benefits from 

the behavioral use of budget and other accounting control techniques; 

ii.  Based on the inferred conclusion on environmental uncertainty, firms should develop 

strategy that collects information about its environment in term of market 

competition, customer’s behavours and supplier relation. This will assist management 

to design MCs that is context specific; 

 iii.     Since the finding and conclusion shows Firms  engage in the practice of accounting 

controls system without consideration of how measurable and predictable  are subordinate’s 
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action ,Small and medium manufacturing enterprises should design its performance 

measurement of its subordinate in line with the extent to which subordinates’ task and 

outcome are predictable and measurable; 

iv. As the conclusion indicated that planning play influential roles in enhancing firm 

performance, managers should ensure that all concerned employees’ input are 

considered in the planning process in order to achieve the use of planning as a form of 

accounting control techniques; 

v. Accounting control techniques such as budget, cost controls and other accounting 

performance measure should be cautiously use for the purpose that can be bring 

benefit. A situation where such control is fit for other use rather to influence 

employees’ behavour, manager should stick to such needs to avoid unnecessary 

expenditures; 

vi. Reward and compensation system as a form of management control technique should 

be designed in a robust way that will entail both individual and group reward, and  of 

course fixed and variable as reflected in the conclusion on the effect of Compensation 

,a form of control technique; 

vii. Since the study conclusion affirmed the potency of policies and procedures in driven 

organization performance, maximum use of standardized procedures, codes of 

conduct and allowance for subordinate to conduct non-routine activities should be 

developed and encouraged as non-accounting control mechanisms as a means of 

driven organization effectiveness and performance; 

viii. According to the conclusion on the relationship between socio-cultural control 

techniques and firm performance, a system of recruitment and selection through 

which organization core values can be communicated to prospective employees 

should encouraged. This will eventually encourage selected employees to align his or 

her personal goals to that of the organization; 

ix. Also in line with observed conclusion on socio-cultural control, regular training and 

social interaction can be ritualized as a socio-cultural control techniques as a means 

of achieving goal congruence; 
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x. Lack of fit between management control system and contingency factors can be 

prevented or reduced through the combined use of accounting and non-accounting 

techniques to reduce unnecessary expenditure as conclude by this thesis. 

5.4 Contribution to Knowledge 

This study makes valuable contribution to field of management accounting and 

control systems from the point of view of concept, theory and methodology. 

5.4.1 Conceptual contributions 

i. The study provides insight to the management control practices of SMEs from 

diagnostic and interactive use of accounting control system. This is first time 

conceptual image of this nature is integrated into the investigative 

management control system of SMMEs. 

ii. Hutzschenreuter (2009) had called for integration of organization structure as 

a management control mechanism instead of contingency factor, a way of 

broadens the framework of Management control system. This study has 

answered this call since the organization structure was one of the non-

accounting control techniques used in this thesis. 

iii.  For the first time ever, this study investigates management control practices 

of SMEs in Nigeria using the framework of Bedford and Malmi (2008). 

Previous studies had adopted this framework in   large organization settings, 

but this validate the framework from small and medium business perspective. 

iv. For the first time, management control practice was studied from the 

perspective of cultural control, a neglected aspect of control from Nigeria 

perspective. 

5.4.2 Theoretical contributions 

i.     Although, agency theory has been used in previous researches on management    

control, critics of the theory are of the opinion that the theory is less concerned with the 

complexity of organization. This study relatively addresses the shortcoming by complementing 

agency theory with the social control theory. Specifically, the theory focuses on the complex 

nature of social relation in an organization. 
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ii.  Recent argument in the literature (Chenhall, 2003; Ahmed & Mohammed, 2017) that 

management techniques and practices are sometime adopted in an organization not out of 

rationality but need to be similar to other organization or comply with pressures has been 

empirically confirmed by this study through the lens of institutional theory. 

5.4.3 Methodological contributions 

i. For the first time, in Nigerian context, empirical research on management control 

practices of SMEs was carried out through the use of triangulation method (combination of both 

quantitative and qualitative).This method has enriched the nature of research findings in the field 

of management accounting and control. 

ii. Much of the previous empirical works on MCS employed Ordinary Least Square as 

estimation technique which does not have the capacity to capture the relationship between latent 

and manifest variable. This study makes use of the method of Partial Least Square, a robust 

technique that captures the characteristics of both latent and manifest variable into the estimation 

process. 

5.4.4 Contribution to Practice and Policy 

i. The result of this study provides insights that may be useful to accounting practitioners and 

business managers, particularly on how to use socio-cultural techniques to influence employees’ 

behavour. 

ii. The findings may also be useful to relevant government agency concern with SMEs growth 

and development. The agency can use the findings on contingency-fit to formulate policy on 

management control practice of SMEs. For example, SMEDAN can formulate policy on the 

need for SMEs to develop a comprehensive policies and procedures as pre-requisite to access 

any intervention fund.  
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5.5 Limitation to the Study 

i. From a methodological point of view, caution should be taken in generalizing the study 

findings to other areas not covered by this thesis. As such, the findings are most applicable to the 

manufacturing industry of small and medium scale.   

ii. There exists a tendency for survivorship bias in the collected data, as this study did not use 

companies that have seized to exist due to inappropriate management control. However, since 

this study was structured to improve SMMEs performance   and not to identify causes of  failure, 

threat of survivorship bias is not material to its findings. 

iii. The study findings may not be generalized across countries, given the issue of national 

differences in culture. However, this has no effect on this  study finding, since the research site 

and sampled companies are all located in Nigeria 

5.6 Suggestion for Further Studies 

i. Future studies may be conducted on sectorial analysis of management control to enhance the 

generalizability of findings on management control practices. 

ii. A case-study analysis of failed ventures’ management control practices may be carried for 

comparison with survival companies’ MCS practices. 

iii. Future studies may integrate national culture as a contingency factor to allow for more robust 

generalization across countries and continents. 
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APPENDIX ONE: Sample Questionnaire 

SECTION ONE:LCOMPANY AND MANAGEMENT PROFILE 

A. Company’s profile: 

i. Company’s age 

   

   0-5 years        6-10 years      11-15 years  16-20 years 21 years and 

above 

ii. (a) Kindly tick the number of employees presently in your company 

  

       1-50           51-100            101-150  151-200 201 and above 

(b) Kindly tick the value range of your company’s total asset 

   

    10m-20m        21m-40m           41m-60m  61m-80m 81m and 

above 

 

2. Management profile 

i. Please, kindly tick the appropriate area of your discipline 

  

Accounting/Finance Business Admin      Economics      Pure Science         Pure Art 

Science 

ii. Qualification: Kindly tick your level of qualification 

  

       SSCE   OND          HND            B.Sc. Professional Qualification 

        (CNA, ACA, ACCA, ICPA) 
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iii. Kindly tick the your department 

  

Accounting & Finance Production Human Resource         Sales  Others 

iv. Please, kindly tick the number of year you have spent with the company 

   

  1-5 years             6-10 years           11-15 years 16-20 years 21 years and above 

v. Please, kindly tick your cadre or designation 

  

Managing Director General Manager  Senior Manager  Manager        Others   
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SECTION TWO: MANAGEMENT CONTROL MECHANISMS1. PLANNING 

This section collects your views on the  planning process ,in term of detail and 

subordinate participation, of your organization, as a form of   Management Control 

Mechanism   over five years (2013-18).Please circle response of your choice from the 

option given in the table: 

 

 

 

 

 

 

 

 

 

 

A MODE Highly 

Specific 

Specific Slightly 

specific 

Indifference Slightly 

Unspecific 

Unspecific Highly 

Unspecific 

 
1 

How would you describe the 
strategic goals of your 
organization 

       

  Highly 

detailed 

Detailed Slightly 

detailed 

Indifference Little detail Undetailed Highly 

undetailed 

2 How would you characterize the 
strategic plan of your 
organization 

       

  Tightly 

followed 

Followed Slightly 

followed 

Indifference Loosely 

followed 

Unfollowed Highly 

unfollowed 

3 How closely is the strategic plan 
followed in your organization 

       

  Highly 

Formaliz

ed 

Formalized Moderately 

formalized 

Indifference Emergent 

process 

Informal Highly 

Informal 

4 How would you describe the 
process by which strategy 
develops in your organization 

       

B PARTICIPATION Very 

high 

extent 

High extent Moderate 

extent 

Indifference Slightly low 

extent 

Low extent Highly low 

extent 

1 To what extent are subordinates 
involved in the strategic 
planning processes of the 
organization 
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2. MEASUREMENT  

This section collects your views on the use of measurement control(financial and non-

financial measures e.g. Budget and non-financial measures such as balanced scored card.) 

to evaluate subordinate in your organization over five years (2013-18).Please circle 

response of your choice from the option given in the table: 

A DIAGNOSTIC CONTROL Very high 

extent 

High extent Moderate 

extent 

Indifference Slightly low 

extent 

Low extent Highly low 

extent 

1 To what extent does 
management use budget to 
identify critical performance 
variables 

       

2 To what extent does 
management use budget to set 
targets for critical 
performance variables 

       

3 To what extent does 
management use budget to 
monitoprogress towards 
critical performance target 

       

4 To what extent does 
management use budget to 
provide information to correct 
deviations from present 
performance targets 

       

5 To what extent does 
management use budget to 
review key areas of 
performance 

       

B INTERACTIVE CONTROL        

1 To what extent does 
management use budget to 
provide a recurring and 
frequent agenda for top 
management activities 

       

2 To what extent does 
management use budget to 
provide a recurring and 
frequent agenda for 
subordinate activities 

       

3 To what extent does 
management use budget to 
enable continual challenge 
and debate of underlying data, 
assumptions and action plans 
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with subordinates and peers 
4 To what extent does 

management use budget to 
focus attention on strategic 
uncertainties 

       

5 To what extent does 
management use budget to 
encourage and facilitate 
dialogue and information 
sharing with subordinates 

       

C TIGHTNESS Highly 

flexible 

Flexible Slightly 

flexible 

Indifference Slightly 

inflexible 

Inflexible Highly 

inflexible 

1 How flexible are subordinate 
performance targets once they 
have been set 

       

  Very 

frequently 

Frequently Slightly 

frequent 

Indifference Slightly 

infrequent 

Infrequently Highly 

frequent 

2 How frequently are 
subordinates consulted about 
performance target 
achievement 

       

  Very high 

extent 

High extent Moderate 

extent 

Indifference Slightly low 

extent 

Low extent Highly low 

extent 

3 To what extent are written 
explanations for variances 
from target performance 
levels required from 
subordinates 

       

4 To what extent are 
subordinate evaluations 
predominantly based on 
achievement of performance 
targets  

       

D COST CONTROL Strongly 

agree 

Agree Slightly 

agree 

Indifference Slightly 

disagree 

Disagree Strongly 

disagree 

1 Cost control systems monitor 
virtually all tasks in the 
organization 

       

2 Organization operations are 
controlled by analyzing and 
reporting to top management 
variances between actual costs 
and standard or expected costs 

       

  Very great 

extent 

Great extent Slightly 

great extent 

Indifference Slightly low 

extent 

Occasionally Not used 

at all 

3 To what extent are cost 
centers used in your 
organization 
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E MEASURE DIVERSITY Very high 

extent 

High extent Moderate 

extent 

Indifference Slightly low 

extent 

Low extent Highly low 

extent 

1 To what extent are measures 
related to customers used to 
evaluate subordinate 
performance 

       

2 To what extent are measures 
related to employees used to 
evaluate subordinate 
performance 

       

3 To what extent are measures 
related to operational process 
used to evaluate subordinate 
performance 

       

4 To what extent are measures 
related to innovation used to 
evaluate subordinate 
performance 

       

5 To what extent are measures 
related to quality used to 
evaluate subordinate 
performance 

       

6 To what extent are measures 
related to social responsibility 
used to evaluate subordinate 
performance 
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3. COMPENSATION 

 This section collects your views on the use of compensation as a control mechanism in your 

organization over five years (2013-18).Please circle response of your choice from the option 

given in the table: 

 

 

 

 

 

 

 

 

 

A PERFORMANCE BASED Very high 

extent 

High extent Moderate 

extent 

Indifference Slightly 

low extent 

Low 

extent 

Highly 

low 

extent 

A The financial rewards of 
subordinates increase as actual 
performance increasingly exceeds 
targets 

       

 
1 

Subordinates whose performance 
relative to targets is among the 
top 25% are given larger financial 
rewards than those given to 
managers among the bottom 

       

2 Compensation contracts clearly 
specify how compensation is 
related to subordinate 
performance relative to 
performance targets 

       

B SUBJECTIVE/OBJECTIVE 
BASED 

Very 

objective 

Objective Slightly 

objective 

Indifference Slightly 

subjective 

Subjective Highly 

subjective 

1 What is the usual basis for 
determining performance based 
or bonus compensation for 
subordinates 
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4. STRUCTURE 

This section collects your views on the use of organization structure as a control mechanism 

in your organization over five years (2013-17).Please circle response of your choice from 

the option given in the table: 

A DECENTRALIZATION Very high 

influence 

High 

influence 

Slight 

influence 

Indifference Slightly 

low 

influence 

Low 

influence 

Very low 

influence 

1 Indicate the existence of 
influence your subordinate has 
on the development of new 
products or services 

       

2 Indicate the existence of 
influence your subordinate has 
on the hiring and firing of 
managerial personnel 

       

3 Indicate the existence of 
influence your subordinate has 
on the selection of large 
investments 

       

4 Indicate the existence of 
influence your subordinate has 
on the resource allocation 

       

5 Indicate the existence of 
influence your subordinate has 
on pricing decisions 

       

B COMMUNICATION Highly 

Formal  

Formal  Slightly 

formal 

Indifference Slightly 

informal 

Informal Very 

informal 

1 Indicate how control information 
is typically communicated in 
your organization 

       

  Very high 

access 

High access Slightly high 

access 

Indifference Slightly 

low access 

Low 

access 

Very low 

access 

2 Indicate the accessibility of 
operational information in your 
organization 

       

  Highly 

Formal  

Formal  Slightly 

formal 

Indifference Slightly 

informal 

Informal Very 

informal 

3 Indicate the content of work-
related communication between 
top management and 
subordinates 

       

C INTEGRATIVE LIASON Very high 

extent 

High extent Moderate 

extent 

Indifference Slightly 

low extent 

Low 

extent 

Highly 

low 

extent 

1 To what extent are the activities 
between sub units in your 
organization coordinated through 
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liaison personnel whose specific 
job is to coordinate the efforts of  

2 To what extent are the activities 
between sub units in your 
organization coordinated through 
temporary task forces or 
committees set up to facilitate 
collaboration on specific projects 

       

3 To what extent are the activities 
between sub units in your 
organization coordinated through 
permanent cross-functional 
teams 

       

4 To what extent are the activities 
between sub units in your 
organization coordinated through 
matrix structures entailing 
multiple line of authority, 
multiple responsibility 
assignments and overlapping 
team membership 
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5. POLICIES AND PROCEDURES 

This section collects your views on the use of Policies and procedures as a control 

mechanism in your organization over five years (2013-15).Please circle response of your 

choice from the option given in the table: 

A AUTONOMY Very high 

extent 

High extent Moderate 

extent 

Indifference Slightly 

low 

extent 

Low 

extent 

Highly 

low 

extent 

1 To what extent does subordinates 
conduct non-routine activities 
independent of top management 
involvement 

       

2 To what extent does subordinates 
have the freedom to create their 
own methods of getting work 
done if no standard procedures 
exists 

       

B BOUNDARY SYSTEMS Very high 

extent 

High extent Moderate 

extent 

Indifference Slightly 

low 

extent 

Low 

extent 

Highly 

low 

extent 

1 To what extent are codes of 
conduct or similar statements 
relied upon to define appropriate 
behavior 

       

2 To what extent are there policies 
or guidelines that stipulate 
specific areas for, or limits on, 
opportunity search and 
experimentation 
 

       

3 To what extent does top 
management actively 
communicate risks and activities 
to be avoided by subordinates 

       

4 To what extent are sanctions and 
punishments applied to 
subordinates who engage in risks 
and activities outside 
organizational policy, irrespective 
of the outcome 

       

C STANDADIZATION Very high 

extent 

High extent Moderate 

extent 

Indifference Slightly 

low 

extent 

Low 

extent 

Highly 

low 

extent 

1 To what extent are the work 
activities of subordinates 
determined by standardized 
procedures or processes 
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2 To what extent are the activities 
between sub units in your 
organization coordinated through 
pre-planning of activities between 
the sub units 

       

3 To what extent are the activities 
between sub-units in your 
organization coordinated through 
standardized rules, programmes 
or procedures that are formally or 
informally understood between 
sub units 

       

D PRE-ACTION REVIEWS Very high 

extent 

High extent Moderate 

extent 

Indifference Slightly 

low 

extent 

Low 

extent 

Highly 

low 

extent 

1 To what extent are formal pre-
action reviews used to access 
projects undertaken by 
subordinates 

       

  Very high 

detail 

High detail Slight detail indifference Slightly 

little 

detail 

Little 

detail 

Very 

little 

detail 

2 How detailed are the reports or 
plans required from subordinates 
before initiating specific projects 
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6. SOCIO-CULTURAL 

This section collects your views on the use of employee selection procedures, training, social 

events, orientation and induction as a sociological  control mechanism in your organization 

over five years (2013-18).Please circle response of your choice from the option given in the 

table: 

A SELECTION Highly 

extensive 

Extensive Slightly 

extensive 

Indifference Slightly 

intensive 

Intensive Highly 

intensive 

1 How extensive is the 
recruitment and selection 
process 

       

  Very high 

importance 

High 

importance 

Slight 

importance 

Indifference Slightly 

low 

importance 

Low 

importance 

Highly low 

importance 

2 How much importance is 
placed on selecting managers 
who have attitudes and values 
aligned to the organization not 
just on technical competence 

       

B SOCIALIZATION Very high 

extent 

High extent Moderate 

extent 

Indifference Slightly 

low extent 

Low extent Highly low 

extent 

1 To what extent are training and 
development processes used to 
reinforce organizations 
objectives, expectations and 
norms 

       

2 To what extent are social 
events and functions used to 
develop and maintain 
commitment to the 
organization 

       

3 To what extent are monitoring, 
orientation and induction 
programmes used to 
acclimatize new managers to 
acceptable behaviors, routines 
and norms 

       

C BELIEF SYSTEM Very high 

extent 

High extent Moderate 

extent 

Indifference Slightly 

low extent 

Low extent Highly low 

extent 

1 To what extent are the values, 
purpose and direction of the 
organization codified in formal 
documents 

       

2 To what extent does top 
management actively 
communicate core values to 
subordinates 
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3 To what extent are formal 
statements of values used to 
create commitment to the long 
term vision of top management 

       

4 To what extent are formal 
statements of values used to 
motivate and guide 
subordinates in searching for 
mew opportunities 

       

D SOCIAL CONTROL Very high 

extent 

High extent Moderate 

extent 

Indifference Slightly 

low extent 

Low extent Highly low 

extent 

1 To what extent is there a sense 
of shared values, beliefs and 
expectations among employees 

       

2 To what extent is there a 
consensus among employees 
on organization objectives and 
direction 

       

3 To what extent are employees 
committed to the values and 
objectives outlined by top 
management 

       

4 To what extent does top 
management rely on the shared 
values and norms of employees 
to provide direction when 
faced with uncertainty 
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SECTION THREE: CONTINGENCY VARIABLES 

1. TASK UNCERATAINTY 

This section collects your views on how measurable and programmable are the 

subordinate’s action in the pursuit of assigned role or duties in your organization over 

five years (2013-18).Please circle response of your choice from the option given in the 

table: 

 

 

 

 

 

 

 

 

 

A OUTCOME MEASURABILITY Strongly 

agree 

Agree Slightly 

agree 

Indifference Slightly 

disagree 

Disagree Strongly 

disagree 

1 Standards of desirable 
performance for subordinates are 
well defined 

       

2 Results measured accurately 
depict how well subordinates 
have performed  

       

3 Top management have several 
sources of objective data 
available that indicate how well 
subordinates are performing 

       

B TASK PROGRAMMABILITY        
1 The actions subordinates take to 

achieve results are visible to top 
management 

       

2 Effective and ineffective 
subordinates can be distinguished 
by observing the actions they 
take 

       

3 The relationship between the 
actions that subordinates take and 
the eventual outcomes are well 
known by top management 
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2.PERCEIVED ENVIRONMENTAL UNCERTAINTY 

This section collects your views on how predictable, turbulent and hostile is the 

environment where your organization is operating over five years (2013-18).Please circle 

response of your choice from the option given in the table: 

 

 

A UNPREDICTABILITY Very 

predictabl

e 

Predict

able 

Slightly 

predictable 

Indifference Slightly 

unpredictable 

Unpredicta

ble 

Highly 

unpredict

able 

1 Over the past three years, how 
predictable have changes in 
customers actions been 

       

2 Over the past three years, how 
predictable have changes in 
suppliers actions been 

       

3 Over the past three years, how 
predictable have changes in 
competitors actions been 

   

 
    

4 Over the past three years, how 
predictable have changes in 
technological actions been 

       

5 Over the past three years, how 
predictable have changes in 
economic actions been 

       

B TURBULENCE Very many 

changes 

Many 

change

s 

Slightly 

many 

changes 

Indifference Slightly few 

changes 

Few 

changes 

Very few 

changes 

1 Over the past three years, how 
many changes have occurred 
amongst customers that have had a 
negative impact on the nature of 
your business 

       

2 Over the past three years, how 
many changes have occurred 
amongst competitors that have had 
a negative impact on the nature of 
your business 

       

3 Over the past three years, how 
many changes have occurred 
amongst suppliers that have had a 
negative impact on the nature of 
your business 

       

4 Over the past three years, how 
many changes have occurred in 
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technology that have had a 
negative impact on the nature of 
your business 

5 Over the past three years, how 
many regulatory/economic 
changes have occurred that have 
had a negative impact on the 
nature of your business 

       

C COMPLEXITY Very high 

diversity 

High 

diversit

y 

Slightly 

diverse 

Indifference Slightly low Low 

diversity 

Very low 

diversity 

1 How diverse in nature are the 
product/service requirements of 
your customers to each other 

       

2 How diverse are the strategies and 
tactics of your key competitors to 
each other 

       

D HOSTILITY Very high 

intensity 

High 

intensit

y 

Slight  high 

intensity 

Indifference Slightly low 

intensity 

Low 

intensity 

Very low 

intensity 

1 How intense is the competition for 
your main products/services 

       

  Very high 

difficulty 

High 

difficul

ty 

Slightly 

high 

difficulty 

Indifference Slightly low 

difficulty 

Low 

difficulty 

Very low 

difficulty 

2 How difficult is it to obtain the 
necessary inputs for your business 

       

  Very many  Many  Slightly 

many  

Indifference Slightly few  Few  Very few  

3 How many strategic opportunities 
are currently available to your 
business 
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SECTION FOUR: ORGANISATION PERFORMANCE 

1.Perceived Financial and Non-Financial Performance 

This section collects your views on the  average financial performance of your organization 

over five years (2013-17).Please indicate level of performance by circling response of your 

choice from the option given in the table.  

A FIRM PERFORMANCE Highly 

above 

average 

Above 

average 

Slightly 

above 

average 

Indifference Slightly below 

average 

Below 

average 

Highly 

below 

average 

1 What is the level of your firm’s 
financial performance to that of 
your competitors over the past five 
years 

       

2 What is the level of your firm’s 
sales growth of new 
product/service market  to that of 
your competitors over the past five 
years 

       

3 What is the level of your firm’s 
sales growth of existing 
product/service market  to that of 
your competitors over the past five 
years 

       

4 What is the level of your firm’s 
relative market share for primary 
products/services to that of your 
competitors over the past five 
years 

       

5 What is the level of your firm’s 
overall performance to that of your 
competitors over the past five 
years 
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2.MCS effectiveness  

This section collects your views on the  effectiveness of Management Control System  of 

your organization over five years (2013-17).Please indicate level of effectiveness  by circling 

response of your choice from the option given in the table.  

 

A Planning,Measurement,Compensation, 
Structure, Policies &Procedures, 
sociological controls constitute 
Management Control System 
(MCS).How would you rate the 
performance of  your MCS in : 

Highly 

above 

average 

Above 

average 

Slightly 

above 

average 

Indifference Slightly 

below 

average 

Below 

average 

Highly 

below 

average 

1 Motivating employees        

2 Guiding employees        

3 Coordinating employees        

4 Guiding managers        

5 Supporting managers task        

6 evaluation employee        

7 Monitoring employee        

 

SECTION FIVE: INSTITUTIONAL PRESSURE:  

1 Regulatory pressure:  

This section collects your views on the influence of various regulatory requirement in the 

choice and use of Management Control System  of your organization over five years (2013-

15).Please indicate level of agreement by circling response of your choice from the option 

given in the table 

A The use of the following control 
mechanisms are in response to 
regulatory requirement(e.g Tax 
regulation,Companies and Allied 
Matter Act,Enviromental Law and 
other relevant  law) 

Strongly 

agree 

agree Slightly 

agree 

Indifference Slightly 

disagree 

disagree Strongly 

disagree 

1 Planning control        

2 Measurement control        

3 Compensation control        

4 Structure control        

5 Policies and Procedures control        

6 Sociological controls        
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2.Association Membership 

This section collects your views on the effect of being a member of Association in the choice 

and use of Management Control System  of your organization over five years (2013-

17).Please indicate level of agreement by circling response of your choice from the option 

given in the table: 

A Being a membership of 
manufacturing association and other 
related association, the following 
MCS are in use to enjoy the eco-
operation the association 

Strongly 

agree 

Agree Slightly 

agree 

Indifference Slightly 

disagree 

Disagree Strongly 

disagree 

1 Planning control        

2 Measurement control        

3 Compensation Control        

4 Structure control        

5 Policies and procedures        

6 Sociological control        

         

 

3.. Provider of Capital  

This section collects your views on the influence creditor(both loan and trade creditor) in 

the choice and use of Management Control System  of your organization over five years 

(2013-17).Please indicate level of agreement by circling response of your choice from the 

option given in the table: 

A The use of the following MCS is in 
line with dictate of provider of 
capital 

Strongly 

agree 

Agree Slightly 

agree 

Indifference Slightly 

disagree 

Disagree Strongly 

disagree 

1 Planning control        

2 Measurement control        

3 Compensation control        

4 Structure control        

5 Policies and procedures control        

6 Sociological control        
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                                      APPENDIX TWO:  Sample Interview Guideline 

Section A: Accounting Control System 

1. Briefly discuss how the following accounting control techniques: planning, budget, cost 

control and reward system are being used to guide and influence your subordinate 

a. Planning 

b. Budget 

c. Cost control 

d. Reward 

2. With your experience in your organisation, kindly provide information on other uses your 

organization put planning, budget, cost control and reward into than control purpose. 

 

3. Please show how important to your company in evaluating your subordinate using 

customer, innovation, quality and social responsibility measures. 

     4. Describe the level at which your  subordinate are involved in the planning activities in your 

organization 

    5. Demonstrate how budget is being used by your organization in identifying critical 

performance variables of subordinates. 

  Section B: Non-accounting control system 

1. How does your company subscribe to the idea of using the following system as ways of 

influence subordinate to pursue organisation objective: organisation structure, policies and 

procedures, recruitment process and communication of values to the subordinate through social 

events.  

   2.describe the level of influence your subordinates have in the following areas: new product    

development, hiring and firing of   employees, selection of large investment, resources allocation 

and pricing decisions.  

  3. What level of independence does your company gives subordinate in the conduct of non-

routine activities? 

4. Describe the significance of using standardized procedures in the conduct of subordinate 

activities in your organization 
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5. Describe how your company is conscious of the attitudes and values of the employees to be 

selected in its recruitment process 

6. Show how your company uses orientation, induction and monitoring programmes as control 

devises. 

7. What importance your organization attached to its mission and vision statement as internal 

communicative devise? 

8. Describe the level of commitment of your subordinate to the values and objectives outlined by 

your organization.  

Section C: Firm Contingencies 

      I. Institutional Pressures 

       1. Describe the influences the trade laws, tax laws and other relevant statutory regulation 

have on the choice of control techniques use in your organization. 

      2. Have you ever experience any sanctions for not complying with directives from any 

statutory agencies in the choice of controls techniques? 

      3. Are there any situations in which your company seeks for external fund with a condition 

that specific control activities must be in place to get the fund? If yes. Please narrate your 

company experience. 

      4. What importance does your company attached to using management practices and 

techniques prevailing in the industry it belong to? 

      5. Describe the influence of Manufacturing Association of Nigeria and other associations that 

your company belongs to, on the choice of management techniques use by your organization. 

II. Internal contingencies 

Environmental uncertainty 

1. Describe how easy to predict changes in customers, supplier, competitor, technology and 

general economic environment by your organization. 

2. Describe the nature and level of impacts ,changes experienced among 

customers,competitors,supplires,technology and economic policies on your organization 

3. Show how intense is the competition for your products? 

4. Describe the difficulty your company often experience in sourcing for inputs for its 

products 

5. Describe how complex are the strategies and tactics of your competitor. 
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Task Uncertainty 

1. Describe the degree to which your company is able to measure the outcome of its 

subordinate activities? 

2. Show how your company use various sources of objective data at its disposal to 

evaluate how subordinate are performing 

3. Describe how visible are the actions of your subordinate to you and other management 

staff 

4. Describe how easy to your company management to distinguish effective subordinate 

firm ineffective subordinate. 

Section D: Relationship between accounting control, non-accounting control, internal 

contingencies and performance 

 1. Describe the situation in which your company considers level of environmental uncertainty, 

task uncertainty and its age as determinant of its control system design and use. 

2.show how the extent to which your chosen control techniques have influence the performance 

of your organization in term of absolute profit, market share and growth. 
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                                  APPENDIX THREE: Tran scripted Audible Data 

 OK FOODS 

Good morning Sir, my name is Saheed Abdullateef from Kwara State University, I am 

conducting survey on management control system of Organization. Here with me is Obadun 

Samson Ayodeji (Research assistant). Please can we meet you? 

A: I am Babatope Ogunleye, I work for OK Foods, and Comrade Owolabana 

Q: Based on Ok planning, what do you understand by planning, budgeting and cost control? 

A1: planning and budgeting is a way of assisting the management in making forecast or probably 

budget for the whole year. Cost control is that we minimize waste and spend money reasonably. 

The budget is usually done once in a year, where every department will have to submit their 

budget and at the end of the day it will be harmonized and make the total budget for the year. 

Q: what is the perspective of the organization towards the staff remuneration and reward? 

A: Naturally for every employer they will want to maximize profit but having said that, relatively 

considering the companies around us, I think the company is doing their best, but for workers 

they will always demand for more. To the best of my knowledge we are among the reasonable 

paying company but I will not say they are paying exorbitantly. 

Q: I want you to describe how the company is using the organizational structure, policy, 

procedure, and recruitment process and communication value to aid the performance of this 

organization. 

A: actually in that aspect I will say they are doing their best to get what they want from the 

workers of the organization, but if we look at it critically well from the perspective of the 

workers it is imbalance, because what the workers are given … from our perspective. But I think 

they will always get their way and achieve what they want. 

Q: describe the level of influence your subordinate have in the following areas: new product, 

development, hiring, firing of employers, and selection of large investment, resources allocation 

and price decision. 

A: on new product, it is the prerogative of the top management, because they decide the product, 

the marketing team makes their research, and does the test strong. Hiring and firing is strictly 

human resources matter, though it is with the supervision of top management. There is a policy 

that guide employment and everything is boldly written in their letter of employment, in terms of 

agreement, notices to be given, if there is any and also policy in that respect. 

Q: what importance does your organization attach to the mission and vision statement? 
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A: as an organization we have our values and we strictly adhere to it without tarnishing our 

integrity which is paramount. For the safety aspect of it, we are very strict about safety and we 

don’t toy with it, we usually follow policies concerning safety and integrity to the latter. 

Q: based on the known account performance, what is the level of the commitment of the 

subordinate towards the value and objective outlined by the organization? 

A: like I talked to you about value, we allow workers to take ownership, we allow workers to 

have sense of belonging, so that they see the business as theirs. So, at any point in time you have 

the leverage to feel you are part of the company, based on this, they show a lot of commitment in 

that regard. 

Q: sir, under the firm contingency describe the influences the trade laws, tax laws and other 

relevant statutory regulation have on the choice of control techniques use in your organization. 

A: we know tax laws and trade laws are statutory, so we don’t have any choice than to adhere 

strictly to them.  

Q: so is there any shortcut for it? 

A: there is no shortcut for it, especially in Lagos. 

Q: sir, have you ever been sanction for not compliance with the directive of these statutory 

agencies? 

A: for the past 16 years that I have been with the company I don’t think we have been sanction or 

fine in that regard. 

Q: Are there any situations in which your company seeks for external fund with a condition that 

specific control activities must be in place to get the fund?  

A: when we talk of external fund we are a multi-national company and we don’t borrow from the 

World Bank. Though we have our parent company outside Nigeria, we have in Singapore and 

some other places; I don’t think we had any cause to borrow from our parent companies. 

Q: on internal contingencies, describe how easy to predict changes in customers, supplier, 

competitor, technology and general economic environment by your organization. 

A: we have a lot of projection, I can call customers harlot, they are with you today, and 

tomorrow they can be with company B. But the fact is that we will continue to give incentives, 

plan, make advertisement, and when we see that our product is about to die, we will re-package 

and renounce and we always give incentives to customers to retain them. 

Q. Do your consider the number of years and experience as factors in the choice of your control 

techniques? 
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A:with the numbers of years this companies have spent in this business, I can say that we adopt 

some control techniques in early life of the companies but because of size and complexity, some 

control techniques need to be introduced to cope with our dynamics. For instance, this companies 

takes training as an important factors to motivate our employees now than when the company  

was young. 

Q: Describe the nature and level of impacts, changes experienced among customers, competitors, 

suppliers, technology and economic policies on your organization. 

A: when you are in an organization like this you expect a lot of changes from customers, ranging 

from your pricing , your ability to deliver on time and when you talk in term of technology, the 

type of machineries you use, they may look at your pack and say it is not well sealed. That is 

when you have to improve on your technology, when you bring in machines that can put good 

finishing to your products, because another thing is to have packaging, which can easily help you 

in selling the product.   

Our major economic policy is to be able to sustain the company at the level we are operating 

presently and in doing that we have to look at cost and bring it down, we have to minimize waste 

and ensure we are able to sustain the salaries we are paying to workers so that we will be able to 

meet up with our competitors, 

Q: describe how intense is the competition for your products? 

A: the competitors are always on the lookout, you know in this food business you don’t have to 

be a… everybody is trying to do the same thing you do but in a different standard, so you don’t 

have to sleep on your house, everybody is trying to be at their best with the packaging. You 

know this is mostly for children but with our own standard we are trying to meet up with 

different age and different product for different people, so in maintaining that standard we have 

to still compete with the major market itself from the north to the east to the south so we will be 

able to manage large number of customers. We believe the customers increase your turnover so 

the competition is very intense. 

In addition, the government policy is not helping us in this direction, we have a lot of imported 

sweets that are much cheaper than what we produce internally and they just have to come 

through the border without any control. 

Q: Describe the difficulty your company often experience in sourcing for inputs for its products. 

A: we don’t really have a lot of difficulties except for the exchange rate, because most of our 

materials are sourced abroad, the fats and some other things but majorly 60 to 65% of our 

materials are sourced internally but they are very costly, the sugar, flour, glucose, which are 

mostly imported now. 

Q: Describe how complex are the strategies and tactics of your competitor. 
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A: a manufacturing company where company will like to make day to day income, competition 

is expected to be stiff and highly intense, so the competitors are not resting they keep producing, 

we also keep producing but the edge we have is the quality of our product, we don’t play with 

our quality, if you go into our factory there are products that are marked ‘on hold’, so that means 

that are not meeting up with the required quality, so that is what has been sustaining us despite 

the fact that the competition is very intense.  

Q: .Describe the degree to which your company is able to measure the outcome of its subordinate 

activities. 

A: we have a lot of supervisors on the ground, they supervise thoroughly, and they make sure all 

workers are doing their work as expected. In the past, we have a reward for best workers on 

monthly basis but it has stopped now because of the economy, maybe they are planning to start 

again, then there is assessment, yearly or quarterly they assess some workers especially 

managerial level, they want to know what you have been doing and how you have been going 

about it. Your superiors assess you base on this. 

Q: Describe how easy to your company management to distinguish effective subordinate from 

ineffective subordinate 

A: just as he has said, the supervisory report should bring information to the top management. So 

I think with the aid of the supervisors the management is able to know, and before now, maybe 

because of the economical situation and inconsistency we have not been able to promote some 

people because that is the goodwill that is given to one who is consistent. So we promote them 

on the ground that you have been very effective, coming on time, delivering work on time, 

proffering ideas and solutions when they are needed. 

Q: Describe the situation in which your company considers level of environmental uncertainty, 

task uncertainty and its age as determinant of its control system design and use. 

A: in the kind of product that we do, there are some products that have to go through cold 

temperature and there are some products that cannot be done under cold temperature, all that are 

in place and if there is any need for other development that will be look into. Secondly, the 

workers are carry along in whatever we are doing and as the ones who are on ground, maybe due 

to the humidity the boxes strength of the carton might reduce, so the feedback is what brings the 

major accountability of what we should do next or how we go about it in the future. 

Q: what is the extent to which your chosen control techniques have influence the performance of 

your organization in term of absolute profit, market share and growth? 

A: it has to do with ensuring whatever comes out of our line is of super quality, we ensure that 

we produce quality product and quality product has to do with aligning with what the law says, 

concerning your environment, your quality, quality of the raw materials and the packaging, so it 
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has a lot to do with your production particularly, ensuring the product is of high quality and you 

cannot contaminate the market, so that you can keep yourself afoot.  

 

PROMASIDOR 

Good afternoon sir, I am Saheed Abdullateef Ademola, here with me is Obadun Samson Ayodeji 

(research assistant), we are student from Kwara state University in fulfillment of PhD program, 

and we are conducting survey on management control system practice of manufacturing 

companies in Lagos State. We have chosen Promasidor as one of the reputable company as a 

case study. Please we want to ask few questions regarding the topic, we hope you can give us the 

necessary things and know your identity sir. 

Q:  my name is… Rafiu, I am the internal auditor for Promasidor Nigeria Limited, I have been 

here for the past fifteen years almost sixteen years, not as an auditor anyway, from one 

department to another, I have worked in account and auditing. 

Q: sir, as one of the reputable manufacturing company in Nigeria today, Promsaidor is well 

known by people, we will like to ask questions on management control system practice in 

Promasidor Company in terms of planning, budget, cost control and reward.  

A:  planning as it is, suppose to be strategic and it should be done by the management team, 

however it does not mean you do planning in isolation, before anything it will start from the 

grass root. Generally, a company that has been in existence for long, there are ways things are 

been done, around October of there about, there have been a kind of collation of data from each 

departmental head; marketing, sales, audit, production to know the budget for next year, for 

instance, this is year 2018, so something like that will start around October 2019, to collate the 

individual budget based on the department, each department will submit and they will have to sit 

with the management account team to actually defend it. Meanwhile, you know we have 

established setting…ordinarily we have what we use last year, if there is going to be a kind of 

expedition we are supposed to know, for instance you have 3 staff in this department but you 

want to have an insider, you are going to have 5 which mean you will need additional two, so if 

you two additional staff, you should be able to defend it, and if you have some other activities 

you have not been doing before you will do that, that will be collated by management account 

later and that will form the basis from which they will be comparing the actual on a monthly 

basis. What we actually spend in term of budget and what we initially budgeted for, we have to 

look at the variances and make the necessary adjustment as the case may be. 

Q: Please, how is it important to your company in evaluating your subordinate using customer, 

innovation, quality and social responsibility measures? 
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A: there is something in place that we call appraisal system, in which a superior officer will 

appraise the subordinate periodically. However there is one that is done at the middle of the year, 

it is an appraisal but it is not actually going to award marks, it will just show the subordinate how 

he is faring, whether he meet the expectation or about to meet the expectation and what he needs 

to do, it will give him a kind of general position (where he stands) in order to know how to 

improve on what he is doing. At the end of every year, usually January to December based on 

what the subordinate score in the middle of the year and end of the year, you will sum it together 

and appraise. We have qualitative areas which he will be tested and we have and quantitative, 

those that can be measure by mass, that this is what you are suppose to achieve and this is what 

you have been able to achieve. It is measurable and there are some that are not measurable, those 

are the one we call qualitative, there is no way you can measure integrity, it is either you have it 

or not, it is either 100% or 0, so what must have transpired within the year must have shown 

whether you have that or not. So we test the subordinate on that, after that we give the score and 

at the end of the period, say February-march subordinate will be rewarded based on what he 

score on the appraisal. Basically, there is what we call productivity bonus; the productivity bonus 

will be paid based on what you score, if you are able to get 100% that means you are normal, you 

are on successful performance, if you score 120% that means you have score more, that may earn 

you increasement in salary, even if they are on the same level with other subordinate. If you get 

80, 100, 120, you may get about 300,000 productivity bonuses, someone that scoreless may get 

200,000 naira or 220,000 naira. Apart from that, it will give us the basis we are to place…to say 

somebody that score above can perform better, we can increase the salary or promotion. 

Q: which level of subordinate is in charge of planning the activities? 

A: there is no level, you know we have different level, let say from level one…seven, so level II 

appraise level I, level three appraise level II, and so on until you get to the director level, which 

will appraise the senior manager, senior manager will appraise managers, so it goes like that. But 

at the end of the day everything will still go to the HR, because during the period you can have 

grievances, you can have areas where the subordinate issue, it has to be a kind of agreement 

between the boss and subordinate, you can just say I score 80, I should be able to justify that yes 

you scored 80, if you are not face with it, there is what we call calibration, so if there is a kind of 

grievance procedure that you can take that will show that you are not happy with it, so that will 

be handle by the HR, where you call some other people and things will be sorted out. 

Q: How does your company subscribe to the idea of using the following system as ways of 

influence subordinate to pursue organisation objective: organisation structure, policies and 

procedures, recruitment process and communication of values to the subordinate through social 

events.  

A: it is the duty of the company (global) to do the structure for each department that will now 

buoy down to the general structure that will go to the managing director as the case may be. Each 

department have structure but it is a kind of uniformity, like I said we have level by level, we 
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have managing director, we have directors for each of the directorate, we have finance 

directorate, production directorate, marketing directorate, logistic directorate, and all these 

directorate have their directors. Those one will also have general manager for each of them, after 

that the general manager will have senior managers, who will have managers, the managers will 

also have coordinators who are like assistant manager, then supervisors, one supervisor may 

have like 2-3 depending on the operation, then we have officers, officers will have assistant 

which is the end. Now we are saying every department has organogram, the organogram can 

change, sometimes we have 5 people that might be in supervisor position, some might go, we 

hire, sometimes we may say we don’t really need up to 5, maybe we need 3, we might not hire, 

or you may do is to arrange the structure, if that happen, we have to tell the HR to amend the 

structure to fit in to that. 

Policy and procedure like I told you, I work in the internal control, internal control overhead 

assurance for the management, as to the adherence to the policy and procedures of the company 

that are having done by each of the functions and department. We have various policies that are 

guiding each of our operations; we have stock policy, procurement policy, fixed asset policy, we 

have policies for all the functions already, but what is important is that there are times you need 

to review your policies, we look into each of the department and see that they are actually 

following the policies and we have procedures during operations also, for instance you are a 

loader (logistics department) there are steps you should follow, that you should not beat. So, 

those are the things that internal control department are looking at, we audit all the functions one 

by one, we have a timetable of what we are going to do and we do that periodically, so there is 

no way one will even bypass policy and procedures because there is a department that is 

checking that. So, on that basis we ensure that those things are put in place and are actually 

adhere with. 

 On our value, we call it crest value, and that is a kind of acronym that we use here, we actually 

feel that our staff should adhere to what we have in mind, we deal with customer focus, that is 

crest, we focus every activities, we channel most of our interest on customers because if you look 

at business generally without sales every other arms cannot work, so, if the customers are not 

happy, you will not even be able to get money to deal with our working capital. Working capital 

is where you put your receivables and payables, ordinarily, you structure your receivables to pay 

your payables and all our receivables are mainly on sales, are those customers not given special 

attentions. On that basis we do promos at different time, we train people on customer service 

how to treat customers so that they don’t get tired and they keep on patronizing. We give them 

different policies to change the different kind of discount we give customers, you know that will 

encourage them, because we do survey, benchmark ourselves with some other companies that 

are similar and see how we can improve periodically. 

Q: What level of independence does your company gives subordinate in the conduct of non-

routine activities? 
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A: there is something we call whistle blowing, and it is being done in this company by a third 

party to show the level of independence. It is not something that you put under a particular 

department, if I want to whistle blow for instance it will not be inside, there is a number one can 

call, it is another company consultant that handle this. So, if a subordinate is not happy with 

certain things, especially fraudulent activities or an unethical issue, he can go through that 

unanimously that you will not even know, there is a way it is done, it can be either through mail 

or telephone call, to the extent that even if you call it is the receiver that will pay and apart from 

that your identity will never be revealed. So, you are free to report any fraud or unethical issues. 

Q: how does your company uses orientation, induction and monitoring programmes as control 

devises? 

A: what we do basically is that, when there is an opening, I try as much as possible to fish in-

house to see people that are in lower level that have experience. We advertise internally first, if 

we could not get anybody then we take it outside. After being employed we do what is called 

induction, which will be anchor by the HR department, in the induction the HR will introduce the 

company to the newcomers, then we will have one person from each of the department that will 

talk about their department  to the newcomers, so that they will be conversant with the activities 

of the department and that will be done within a week from when the newcomers come in and 

after that the familiarization, the HR will take the employer round the company (individual 

introduction) so that it will not be that everybody does not know him, he is part of the family so 

he will be treated like a family. 

Q: What importance your organization attached to its mission and vision statement as internal 

communicative devise? 

A: all those are in our code of conduct and ethics, and our organization have that to produce 

quality good product at affordable price. There is a document that specifies all those things, that 

is given every time to a new employer. The first thing that will be given is the employee 

handbook, it contains the rules guiding the employee, you will also be given the code of conduct 

that shows the ethics and all the things that you need to know, which will read and digest. Those 

are part of the things that can even be asked about during the induction programme. 

Q: Describe the influences the trade laws, tax laws and other relevant statutory regulation have 

on the choice of control techniques use in your organization. 

A: like I have said we have various departments handling various government agencies, there is a 

tax unit in finance handling any activities related to tax, talk of payee, withholding tax, and vat, 

they handle that. There is a regulatory body too, we call it Public Relation Department (PR) that 

handles that have to do with external poke nosing apart from tax and like I told you we have 

internal control system that monitor and audit those processes periodically to show that they are 

effectively working. We have certain things that we look at in terms of risk area, even for those 

that does audit, we find where they are not doing well and do recommendations.  
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Q: Have you ever experience any sanctions for not complying with directives from any statutory 

agencies in the choice of controls techniques? 

A: No, periodically, NAFDAC and SON usually come here, but you know for a company like 

this, apart from the fact that we are certified nationally, we are also certified internationally, apart 

from NAFDAC certification, we have ISO certification. 

Q: Are there any situations in which your company seeks for external fund with a condition that 

specific control activities must be in place to get the fund? 

A: I don’t think so, ordinarily, a company of this magnitude do get funds offer from banks, it is 

not every time you use your money to do business, sometimes we get funds from commercial 

banks, we do that a lot and I think it is an healthy situation. That does not mean we are out of 

cash but we are just doing the normal thing as it is, international standard as it is with business 

operations 

Q: Describe the influence of Manufacturing Association of Nigeria and other associations that 

your company belongs to, on the choice of management techniques use by your organization. 

A: we don’t have problem with that, so far you are doing things rightly. I don’t think we have 

much, definitely there was a time… but mostly we have gone past that, because at every year , 

we are among those that get compliance award, we have been getting that for more than ten years 

now. So we try as much as possible not to cut corners, if you don’t do that you are not likely to 

be having problem with the agency, because there are times they even know you and whatever 

they say they test, most of the things that are done are done on sampling basis. 

Q: Describe how easy to predict changes in customers, supplier, competitor, technology and 

general economic environment by your organization. 

A:  if you have good structure you will not have problem, we have research and development 

organization that takes care of benchmarking, market survey for new products, the way our 

competitors are doing, the market share all those thing. We have internal audit department, 

where we deal with risk based audit, we look at all those risk. Before we audit any function we 

look at the likely occurrence, and the impact it will have incase it occurs. Is it going to be 

significant impact or minimal, because we have all those things already in station, so we are 

ready to joggle at any point in time and the audit that I said we do review, for instance the things 

that we are going to do next year we already have it, so we know what to do for each of the 

department and atimes some will even come as ad-hoc that we quickly do, so to a very great 

extent, all those risks and events are taken care of to a certain extent. You are not likely to get 

everything but if you are aware of it and you are monitoring it you are not likely to be caught 

unaware, because it is part of what you have put into consideration. 

Q: does the company face any difficulty in sourcing for the raw material for production? 
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A: I have no such experience, like I said that we have planning department and procurement 

department that are planning that. What you are going to use for manufacturing for instance, we 

have gotten it three month ahead and you are doing that on a daily basis, there are people that are 

monitoring that. Ordinarily when we talk of milk product it is got from abroad. The moment you 

are not going through Cotonou, as long as you are coming from your own seaport and you have 

legal papers that are genuine by the time they even know you, you will be given waivers, those 

are the things I talked about, good, strong culture and if they know your company those not cut 

corners, so you are ok. But recently we try as much as possible to get more of local materials. 

Q: Describe the degree to which your company is able to measure the outcome of its subordinate 

activities. 

A: I mentioned it earlier on, that we have the appraisal system, that when you perform well you 

will be rewarded. We have some cases where someone have been performing woefully for some 

times, the employment have also been reviewed with times, in which someone may have to go 

for rehabilitation, and after that if he is still unable to meet up, he might be ask to go but with 

payment of his entitlement. 

Q: Lastly, Describe the situation in which your company considers level of environmental 

uncertainty, task uncertainty and its age as determinant of its control system design and use. 

A: well, there is uncertainty everywhere, but fortunately because of our age, we are more than 20 

years in existence, we are used to some changes. We have political uncertainties, we have a lot of 

uncertainties around, and you know we are not placed in a risky area, some companies that were 

situated in Maiduguri for instance, some of them have closed down because of the level of 

uncertainty and terrorism there, here we are in Lagos, though we have our other companies 

around the country. We have a time when dollar was very difficult to get, it affected everybody 

but because we are proactive, it does not affect us. When there is problem people that are 

proactive will be able to have more advantages. We have a parent body that can even come to 

our aid in case we don’t have enough and like I said, though we are not 80 or 100 years but we 

are more than 20, that means we are also experienced and we are conversant with certain risks 

and uncertainties. We have different units that are taking care of that and we are aware and 

mitigating against it. 

Q:  Describe how the extent to which your chosen control techniques have influence the 

performance of your organization in term of absolute profit, market share and growth. 

A: like I said we have marketing and control department, at a time we are only… but because of 

the fact that we are doing research we are got into seasonings, that was when we started doing 

our onga seasoning, we started with onga powder, we are now doing onga cube with different 

flavours… market penetration and all those things we are really getting it… so in terms of 

market here we are trying. 
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Q. How beneficial are the use of budget, standard cost control and use some accounting ratio in 

motivating your employee to achieve performance ? 

A:Well,if I understand your question, I will say this company prepare budget to guide our 

operation and to know where we are going, while cost control is for the achievement of 

efficiency in our operation.  

 

 

 

 

 

 

 

Rhombiz Bread 

…they follow up. 

Q: Describe the level of influence your subordinates have in the following areas: new product 

development, hiring and firing of employees, selection of large investment, resources allocation 

and pricing decisions. 

A: we train our subordinates, you know being in that system before, if there is another product 

you train them for a week, they would have got our own aim. One thing about bread making is 

the customer target, like ours now, I don’t believe in making slice bread because of the 

customers, the customers don’t buy slice bread. I am at Oshodi here had it been I am at Lekki, 

Lekki people produce slice bread, you will be able to sell it but in Oshodi, how many people will 

buy slice bread? They prefer those Agege bread instead of the slice. For the level of grading, I 

will give the subordinates 4 over 5. 

Q: Describe how your company is conscious of the attitudes and values of the employees to be 

selected in its recruitment process. 

A: I value them a lot because when somebody is working for you, you cherish and value them if 

you want the business to be progressing. Whenever they work overtime, I give overtime bonus, 

because if you are not motivating your staff, work will not flow the way it suppose to. 
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Q: Describe the level of commitment of your subordinate to the values and objectives outlined 

by your organization. 

A: my subordinate commitment to the business is very good, it all depend on the character of the 

owner of the business, I always say that if very strict with everyone, I won’t be that strict with 

somebody working for me because he is my source of income. 

Q: Describe the influences the trade laws, tax laws and other relevant statutory regulation have 

on the choice of control techniques use in your organization. 

A: you know I told you that my own business is a medium business, though we pay some 

amount yearly for the tax collectors, so we pay so that they won’t disturb us. 

Q: Are there any situations in which your company seeks for external fund with a condition that 

specific control activities must be in place to get the fund? 

A: we don’t collect loan but we place ourselves on credit, like the flour we used we collect on 

credit for a week. 

Q: What importance does your company attached to using management practices and techniques 

prevailing in the industry it belong to? 

A: I attach value to it because it is a business that fetch me money.  

Q: Describe the influence of Manufacturing Association of Nigeria and other associations that 

your company belongs to, on the choice of management techniques use by your organization. 

A: I wont lie to you I don’t have, because the associations we have this days are not cooperative, 

and organized, you know some of them are not educative, they are quacks so when you that are 

educated are saying something, they will be saying something else. It is not as if there is no 

organization, they are in two forms in Oshodi here, there is Master bakers and Progressive and 

they are recognized association. Master bakers are recognized by Lagos state and throughout 

Nigeria but those involved in Master bakers are old bakers. Master bakers are manufacturers but 

they are old manufacturers just like the elders. I don’t belong to any of the group since they are 

also a divided body, if they are one body that will be another thing entirely but they are in two 

forms. 

Q:  Describe how easy to predict changes in customers, supplier, competitor, technology and 

general economic environment by your organization. 

A: it depend on the type of customer you have, you can say the Yoruba people are harlot, you 

can say the Hausa’s are straightforward people, if you are also a straightforward person, they can 

stay with you for years. 

Q:  Describe the difficulty your company often experience in sourcing for inputs for its products 
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A: that is why I said we have, by the time in a country they are giving one person license as a 

supplier, you know they have given that person power to enslave us the manufacturers, now it is 

only Dangote that is supplying sugar. This affect the production because something we normally 

bought for three thousand is now fifteen thousand and you have to spread it on your cost of 

production, people that are buying will also complain, that is when you see someone buying one 

de rica of beans and 350 naira bread to feed his family, so it reduced sales of bread. 

Q: Describe how complex are the strategies and tactics of your competitor. 

A:  we have competitors but to the glory of God and his mercies we still survive. 

Q: Describe the degree to which your company is able to measure the outcome of its subordinate 

activities? 

A: if we are suppose to produce two bags and they produce one and half, the thing we do is that 

the customer we are suppose to supply 20, we supply them 15 so that everyone of them will get. 

Q: is there any sanction for your workers? 

A: there is sanction, which is making it up. You know when they produce in the morning, after 

supplying they all go to rest, so for that day no rest for them because they need to meet up with 

the deficit.    

Q: Describe the situation in which your company considers level of environmental uncertainty, 

task uncertainty and its age as determinant of its control system design and use. 

A: seasons of the year matters a lot in this business, like in the raining season the amount of 

yeasts that we use is more than the one we use in the dry season, because the rate at which the 

dough increases in the dry season is much faster than the raining season. During the harmattan 

the rate at which there is loss of business is much if you are not very careful. For instance in dry 

season if you leave bread in this room uncovered nothing will happen, but in harmattan it will get 

dried or strong.  

Q: Describe how the extent to which your chosen control techniques have influence the 

performance of your organization in term of absolute profit, market share and growth. 

A: we set standard, but where there is a lot of competitors, you can plan something that this is 

what I am expecting on this business for this year, but this is the type of business that everybody 

invest on every day, you know it is not business that you will do with lot of capital, as a baker if 

you want to start business you can go and meet somebody that supplies flour. The thing is you 

can rent a bakery, it is not all bakers that have a bakery of their own, you rent and pay based on 

the number of bags you produce in a day. As a baker you may not have oven or milling machine, 

so when you get there they will not ask you to go and bring money for two or three years rent, 

for now the amount they collect on the production of a bag is one thousand naira. There is a 
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manager in the bakery that supervise and report back to the owner and sometimes the owner will 

be there himself to supervise, he can also be a baker.  

 

 

 

   

 

 

 

 

 

                                                                                   

 

 

DELI FOODS 

Good morning sir, I am Mustapha Abdulrazaq from kwara state university Malete Ilorin, so I am 

conducting a survey research on management control system of manufacturing company which 

we chose the deli manufacturing company as one of the reputable company for our study. May I 

meet you sir? 

A: I am korede Shina, the head of HR for deli foods Nigeria Limited; I have been working in this 

company for three years. 

Q: Briefly discuss how the following accounting control techniques: planning,budget,cost control 

and reward system are being used to guide and influence your subordinate, Planning, Budget, 

Cost control, Reward 

A: the control is to ensure that things are in line with what is budgeted, target and remaining 

focus. In terms of planning for management control we have a period when apart from budget 

when we forecast. Budget is yearly, when you do budget sometimes there are unforeseen 

circumstances that can affect your performance, what we do is that we break down the budget to 

monthly, then in a month we do monthly forecast then we do weekly forecast, yes we have done 

the budget for the whole year but with the circumstances we now sit down and decide on what 
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we can do, so which means the head of functions will all come together, each department have 

its own forecast, they… everybody key into sales forecast because sales is the one guiding us. 

From sales, production does its own forecast, if sales said it is going to do 10 production will 

target 12 or 15 more than what sales is expected. So, whenever, we you do that forecast, you are 

making your performance to be close to reality, forecast does not mean you do less than the 

budget. If the sales say 100 in the forecast we put 150. 

Q: can you explain the accounting control technique? 

A: the management accountant is there to keep the figures, at the end of the day when they are 

doing presentation or showing the finance assistant, they will tell us what we budgeted, what is 

forecasted, what is actual and the variation, whether it is plus or minus. 

Q: I will like to know if these planning and budgeting is affecting your company whether 

negatively or positively. 

A: it is helping positively, you know once there is pprojection of what you want to do, you can 

now put mind into, are we getting closer or not it would have been worst if there is nothing like 

planning that means we are just working arbitrarily and that means if we make it, it is by mistake 

or by luck. Like I told you we do a weekly presentation of the performance, you know we said 

we forecast what you will do the coming week. Then,, if it is the beginning of the month, you 

can now say this is the balance to go and it can help you to say with the rate we are going, we 

might not be able to meet up with the budgeted, it suppose to be average of 400 per week, and 

the first week you are now doing 80 the second you did 70 then feedback will be given based on 

that percentage, they will tell you we need to first recall the one you left behind and you still 

have to do hundred for the new month to meet up with the target so if that is not there. We use 

what we call ERP, it is a package system that makes your business to go online, it collate all the 

information, at the end of the day you get your final figure, in fact some opiano but you can 

see…, it is unlike the normal thing that you still have to balance, as you are selling, you are 

buying materials , you are producing, it is giving your plan straightly so that help us to keep you 

on toe, so without that I don’t think we can be anywhere. 

Q: How does your company subscribe to the idea of using the following system as ways of 

influence subordinate to pursue organisation objective: organisation structure, policies and 

procedures, recruitment process and communication of values to the subordinate through social 

events? 

A: in terms of structure tells you every department, how jobs are related, who report to whom 

and also the responsibility of each person, it enable you to know all the require jobs in the 

organization, are they well covered, are they represented, are they assigned, so, once they have 

that structure, you need to know in a department who has this responsibility, you cannot be 

demanding the responsibility of a supervisor from an operator. If you enter an organization and 

you demand for organizational structure, what you are trying to ask is how the place is being run, 
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who is doing a particular job and at what end. When you now put performance target and reward, 

the performance target of a supervisor is different from that of operator, for a supervisor you 

need to specify the performance target, with percentage and timeliness for activities and for the 

operator the only thing you are asking from them is the quality of job, quantity of job and 

punctuality, for a supervisor, he will tell you the volume that must be achieved and the wastage 

that is allowed, for this line, this is the number of hours this line suppose to run, without the 

structure, you will not know who to go to. Recruitment is done in such a way that by the time 

you are interviewing, you must have set parameters that a candidate should meet, looking at our 

environment, we are like middle scale, you cannot employ somebody that is from large scale or 

multinational company and bring them into the system, the person might not feel comfortable. 

So, during recruitment, you tailor the person coming in to the realities of your environment. 

Q: Describe the level of commitment of your subordinate to the values and objectives outlined 

by your organization. 

A: for you to do that, you have to do what we call reward and punishment system, you set the 

values of your organization, whoever does not meet it, and there is a punishment for it. So 

whether they like it or not they must meet the values, part of the values is punctuality, if 

somebody fails in this regard there is punishment. 

Q: Describe the influences the trade laws, tax laws and other relevant statutory regulation have 

on the choice of control techniques use in your organization. 

A: they are having, because if the multiple tax regime that is being done in Nigeria today is 

affecting the value of product. For instance Aminu buys materials from someone, as he is 

bringing in, he has paid a particular tax on it and he is going to sell it to me as I am buying 

another tax is coming on it, so by the time I am going to sell it, it will make it more expensive. If 

something is an input for manufacturing processes there should be a way it should be manage 

that it will be convenient for us to pass it down to the consumers without inconveniencing them. 

Q: Have you ever experience any sanctions for not complying with directives from any statutory 

agencies in the choice of controls techniques? 

A: we have not, because it is part of our value as a company. 

Q: Describe the influence of Manufacturing Association of Nigeria and other associations that 

your company belongs to, on the choice of management techniques use by your organization. 

A: we are member of MAN, in MAN we have a sub sector, there is a biscuit sub sector of MAN, 

and we are part of the subsector. We are also part of NECA. MAN is like an advocate, for 

instance you need to present receipt of your dues to them. MAN regulate for the interest of the 

manufacturers, they tell manufacturers not to go against the law of the land, if there are 

obnoxious laws being brought, MAN as a body comes up to defend their members, they then say 
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sorry we cannot be paying this or we cannot be doing this, that is why MAN will tell erstwhile 

that for us if our members have shown their receipt of membership and we have agreed, then you 

should waive it for them. So, MAN is not primitive to their members, they are rather for the 

interest of their members. The only aspect they punish is if you are going against the law of the 

land, they will not support you, they will tell you sorry you are on your own, but if SON or 

NAFDAC are coming with a draconian law that will affect the business they go against it. 

Q: Describe how easy to predict changes in customers, supplier, competitor, technology and 

general economic environment by your organization. 

A: we go on net for information on office of statistics to know the inflation rate because inflation 

rate will affect the delivery of a supplier, it will affect the kind of prices they will give to you, for 

instance they will say inflation is going at the rate of a particular percentage then you should 

know that when doing your planning and budgeting you will factor in that cost to do it. For the 

technology, the MAN have a platform where you share ideas and knowledge, for instance 

someone might have found out that there is a new machine that reduce production process, the 

second one is by going to trade fairs, if you go to manufacturers fairs, they can inform you on 

any information. 

Q: Describe how complex are the strategies and tactics of your competitor. 

A:  we manage our competitors through market  intelligence, as the sales people are out there in 

the field, they give information when they change their prices, when they bring out new 

products, that they know can affect your own product, they give information on the performance 

of the sales. For instance, if a customer buys ten cartoons of Yale and when next you go, you did 

not see the ten cartoons again, which means the market is moving. So the only way to get your 

competitors is through market intelligence because they won’t allow you to enter their factory. 

Q: Describe the extent to which your chosen control techniques have influence on the 

performance of your organization in term of absolute profit, market share and growth. 

A: the impact is much, I would have said without what is in place how performance monitor 

able, because it is from there we will say we want to grow 5% above last time, it enable us to 

determine the success of the organization. 
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                                    APPENDIX FOUR: Regression Analysis Output 

Regression output on institutional pressures and Accounting Control 

Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate Durbin-Watson 

1 .648a .420 .413 .66507 2.623 

a. Predictors: (Constant), Associatn_Pressure, Provider_Capital, Regulatory_Pressure 

b. Dependent Variable: Accounting_Control 

 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 54.0015 3 4.819 62.50 .000b 

Residual 74.574 258 .442   

Total 128.575 261    

a. Dependent Variable: Accounting_Control 

b. Predictors: (Constant), Associatn_Pressure, Provider_Capital, Regulatory_Pressure 

 
 

Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 3.737 .473  7.906 .000 

Provider_Capital -.039 .083 -.033 -.464 .643 

Regulatory_Pressure .059 .071 .059 .832 .406 

Associatn_Pressure .335 .084 .315 4.000 .000 

a. Dependent Variable: Accounting_Control 

 
Regression output on institutional pressures and   Non-Accounting Control 

 

Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate Durbin-Watson 

1 .682a .465 .459 .47498 1.967 

a. Predictors: (Constant), Associatn_Pressure, Provider_Capital, Regulatory_Pressure 

b. Dependent Variable: Non_accounting_Control 
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ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 34.992 3 5.683 74.879 .000b 

Residual 40.261 258 .226   

Total 75.253 261    

a. Dependent Variable: Non_accounting_Control 

b. Predictors: (Constant), Associatn_Pressure, Provider_Capital, Regulatory_Pressure 

 

 
 

Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 3.243 .338  9.606 .000 

Provider_Capital .076 .060 .084 1.281 .201 

Regulatory_Pressure .148 .051 .193 2.896 .004 

Associatn_Pressure .231 .060 .285 3.867 .000 

a. Dependent Variable: Non_accounting_Control 

 
Regression output on PEU,TU ,Age  and   Non-Accounting Control 

 

Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate Durbin-Watson 

1 .732a .537 .531 .36769 1.375 

a. Predictors: (Constant), Coy Age, Task_Uncertainty, Environ_Uncertainty 

b. Dependent Variable: Non_accounting_Control 
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ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 40.374 3 13.458 99.545 .000b 

Residual 34.880 258 .135   

Total 75.253 261    

a. Dependent Variable: Non_accounting_Control 

b. Predictors: (Constant), Coy Age, Task_Uncertainty, Environ_Uncertainty 

 

Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 1.774 .295  6.005 .000 

Task_Uncertainty .359 .051 .390 6.993 .000 

Environ_Uncertainty .358 .054 .390 6.583 .000 

Coy Age -.031 .020 -.072 -1.567 .118 

a. Dependent Variable: Non_accounting_Control 

 
Regression output on PEU, TU, Age and Accounting Control 

 

Model Summaryb 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate Durbin-Watson 

1 .528a .279 .270 .59955 1.978 

a. Predictors: (Constant), Coy Age, Task_Uncertainty, Environ_Uncertainty 

b. Dependent Variable: Accounting_Control 
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ANOVAa 

Model Sum of Squares Df Mean Square F Sig. 

1 Regression 35.834 3 11.945 33.229 .000b 

Residual 92.741 258 .359   

Total 128.575 261    

a. Dependent Variable: Accounting_Control 

b. Predictors: (Constant), Coy Age, Task_Uncertainty, Environ_Uncertainty 

 
 

Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 2.102 .482  4.364 .000 

Task_Uncertainty .270 .084 .224 3.223 .001 

Environ_Uncertainty .386 .089 .322 4.360 .000 

Coy Age -.044 .032 -.079 -1.376 .170 

a. Dependent Variable: Accounting_Control 

 
 

Regression output on contingency-fit and performance 

 

Model Summary  

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

Durbin-watson 

1 .666a .443 .439 .52536 1.887 

a. Predictors: (Constant), Fit_NonAcct, Fit_Acct  

 

 
 
 
 
 
 
 
 



237 

 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 33.058 2 1.529 103.023 .004b 

Residual 41.486 259 .276   

Total 74.544 261    

a. Dependent Variable: Firm_Performance 

b. Predictors: (Constant), Abfitnac, Abfitac 

 
 

Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 6.050 .050  120.070 .000 

Abfitac -.264 .090 -.207 -2.920 .004 

Abfitnac .018 .147 .009 .125 .623 

a. Dependent Variable: Firm_Performance 

 
 

 


