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Abstract: It is recognized that appropriate accounting infation is important for a successful management of a
business whether it is large or small. Currentifha European Union (EU) level, accounting redarats in place for large
and small enterprises with the coming into beirffgdintial accounting reporting standard. HoweureGhana, There is no
obligation for the sole trader or small businessemto disclose any information about the finanpeiformance of his
business, to prepare financial statements or te lh® accounts of the business audited. Becautieeafmportance of
appropriate accounting information for owners armhagers of small enterprises and their differegitediolders, it was
considered important to study the various accogntind control systems applied in the Small and MrdScale

Enterprises (SMESs) in Ghana, taking Techiman Myaiify as a case study. To meet the objective f study, the

researchers sampled 50 firms operating in vari@esoss of economic activity. A structured questaine was used to
collect primary data from the respondents which ewvanalyzed to generate frequencies and percentagesstudy

revealed that SMEs kept at least one book of addourecord business transactions. The resultsir@ateon the control
system of SMEs revealed that SMEs set up varioosweting controls in their operations. The resalto revealed that,
the need to prepare a complete set of financidérs@nts is determined by the size of the firm, afidusiness and
engagement of accounting personnel. It is recomegrithat national regulators must develop specificoanting

guidelines for SMEs and develop accounting traimragrammes for entrepreneurs in small businesses.

Keywords. Accounting Controls, Enterprise, Accounting PragicSmall and Medium Size Enterprises

Taking cognizance of the crucial role of SMEs i th
economic development of Ghana, they are increasingl
attracting both governmental and non-governmental
attention. Following the above, the Government bt
has intervened with various micro-financing schensesh
as the Micro Finance and Small Loans Centre (MAS),0C
Venture Capital Trust Fund and Export Development a
Investment Fund (EDIF). Policy makers, investarsricial
institutions, regulatory bodies and other staketsdare
also progressively becoming interested in the firn
performance of SMEs. The above attention has placed

data from the Registrar General indicates that age demand on SMEs to show more accountability for the
companies registered are micro, small and mediursfewardship of resources allocated to them; that ¢sill for
enterprises. This target group has been identifigcthe PrOPer accounting practices and financial reporting

catalyst for the economic growth of the countrytesy are a Previous rgsearches_ have |nd|cate.d that small _f;masa
major source of income and employment[3]. group of businesses driven by the attitude andvatitin of

one person, tend to control all functional areasths

1. Introduction

There is growing recognition of the important rMero,
Small and Medium Scale Enterprises (SMEs) playhim t
economic development of most countries. They atenof
described as efficient and prolific job creator® teeds of
big businesses and the fuel of national econongmes. [1]
argues that SMEs are particularly important in suppg
economic growth and livelihoods in developing coiast
Even in the developed industrial economies, the Sktior
is the largest employer of workers [2]. In Ghanaikable
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business and accord less time to the accountindiaauice
function. This is often viewed as unimportant amaist
received less attention on the part of the ownaragar. [4],
also reported evidence that micro-firms lack sighsny
systematic accounting practices. Various studies fiaund
similar results for small firms and the key reasordude
lack of time, resources and skills of small
managers.

Accounting systems provide a source of information
owners and managers of SMEs operating in any ingémst

busines
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The general objective of this study was to exantiree
accounting practices and control systems in small a
medium size enterprises in Techiman specifically by
identifying the types of books and records kepSMES in
Techiman and to ascertain the various accountimgrais
practiced by SMEs in Techiman.

2. Definition of SMEs

Evidence from literature reveals that there is no

use in the measurement of financial performancee Thuniversally agreed definition of an SME acrossabademic

importance of financial performance measuremenartp
business entity, big or small, cannot be over-ersjkd. In
any sense, profit can analogously be viewed alif¢hklood
of a business and hence the accounting bases,pterared
principles adopted ought to capture and report tiad
relevant accounting information to ensure reli&piln its
measurement.

It is recognized that appropriate accounting infation is

disciplines. Definitions of Small and Medium Entesgs
(SMEs) vary from country to country, depending o @r
more of thresholds lay down in respect of investmen
employment, turnover etc, [2]. Different authorsvéda
usually given different definitions to this categopf
business. This section of the study examines timte
concerning the definition of Small and Medium sérgities,
considering the one put forward by the Bolton Cottesi

important for a successful management of a busine®eport (1971), the European Commission, NationarBo

whether it is large or small. Currently, at the Hdvel,

accounting regulation is in place for large and lkma

for Small Scale Industry as well as the acadenmiaroanity.

enterprises with the coming into being differential3 The Bolton CommitteeReport (1971)

accounting reporting standard. However, in Ghameret is
no obligation for the sole proprietor or small mesis owner
to disclose any information about the financialfpenance
of his business, to prepare financial statementts bave the
accounts of the business audited. It

The Bolton Committee’s Report on Small Business (39
is one of the more widely quoted sources of de€ing and
understandings of the small and business secterrdort

is howeveattempted to overcome the problem of small firmirdgédn

recommended that a sole proprietor (as with any BMBby formulating what it called an ‘economic’ defioih and

keeps proper and accurate records of his busimedings to

‘statistical’ definition. The economic definitioregarded

make for easier and more responsible managemerg. THirms as being small if they satisfied three cider

paper therefore sought to provide empirical evideme the
current accounting and control systems of SMEs aijpay
in Techiman municipality of Ghana.

In recent years, accounting issues have become amore
more important in the business world. Despite tioegasing
importance attached to small-scale economic aiet$vit
across the globe, there appears to have little rtegho
improvement in the financial management skills wfall

business owners. This area has not received thee sam

consideration as many other areas; ranging frortspe to
schemes promoting the growth of the sector. Sitgjlaome
studies have focused on the financial managemeitigm
facing small businesses,
undertaken in the US, UK, Australia, Belgium, Sweded
India. The context is obviously different and thiedfngs
would most probably not be applicable to the lamaitext
where institutional set up and economic framewacaks
different.

To date, limited research has been carried out timo
accounting systems in use within small firms in G§5].
This paper therefore attempts to fill the gap aotgbutes
to the growing literature on the accounting pragiand
control systems of small firms. This paper thereffacuses
on investigating the types of accounting recordadgp&ept
and maintained by SMEs, their completeness anddhtol
systems practiced in Ghana.

they have been exclusively

» They had a relatively small share of their market
place

» They were managed by owners or part-owners in a
personalized way, and not through the medium of a
formalized management structure

» They were independent, in the sense of not forming
part of a larger enterprise.

» Under the ‘statistical’ definition, the Committee

proposed the following criteria:

»  The size of the small firm sector and its contridnuto
GDP, employment, exports, etc.;
» The extent to which the small firm sector’s economi

contribution has changed over time;

Applying the statistical definition in a cross —uciry

comparison of the small firms’ economic contribatio
The report also propounded different definitionsofall
firm according to different sectors. Firms in maagifiring,
construction and mining were defined in terms ahber of
employees (in which case, 200 or less qualifiedfitine to
be a small firm), those in the retail, servicesplekale, etc.
were defined in terms of monetary turnover(in whictse
the range is 50,000-200,000 British Pounds td#ssidied
as small firm). Firms in the road transport indysirere
classified as small if they have 5 or fewer vetscl€here
have been criticisms of the Bolton definitions. S&eentre
mainly on the apparent inconsistencies betweemidefi

>
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characteristics based on number of employees amgk th business is a service- based business), and mesineah-
based on managerial approach. Thus, in two grodps business as fewer than 500 [6].

sectors; manufacturing and construction, mining and In Ghana various definitions have been given focrmi
quarrying, the criterion was employment. In theethr small and medium scale enterprises but the mostmmiy

services sectors, the criterion was sales turnewet,in one
sector; catering, it was based upon ownership.llgina

road transport, it was based on the physical assdetise
business, in terms of the number of vehicles.

4. Definition of SMEs by the European
Commission

To overcome a number of criticisms outlined abdhe,

used criterion is the number of employees of thterpnise
[7]. They further stressed that in using this débn,
confusion often arises in respect of the unpredilita and
cut off points used by various official sources.

According to the National Board for Small Scale
Industries (NBSSI, 1990) SMEs are defined in Ghapa
applying both the “fixed asset and number of empés)
criteria. It defines a small-scale enterprise ismwith not
more than 9 workers, and has plant and machinery
(excluding land, building and vehicles) not excegdLO

term ‘small and medium enterprise’ (SME) was coigd ijion Ghana cedis and micro with employees ldsant
the European Commission (EC). The European Comonissi ¢,

(2003) defines SMEs as enterprises which employefew  the Ghana Statistical Service (GSS) considers firitis

than 250 persons and which have an annual turnooer
exceeding EUR 50 million, and /or an annual balasteeet
total not exceeding EUR 43 million. The major adege of
the EC definition is that, unlike Bolton, it doestruse any
criteria other than employment, turnover and badastreet
total and it does not vary its definition accorditg the

less than 10 employees Small Scale Enterprisesttaaid
counterparts with more than 10 employees as Medinch
Large-Sized Enterprises. Ironically, the GSS innigional
accounts considered companies with up to 9 emptogse
Small and Medium Enterprises. The value of fixesetsin
the firm has also been used as an alternativerioritéor

sector of the enterprise. According to the EurOpeaBefining SMEs.

Commission, the SME sector is made up of three Similarly

components, which are; micro, small, and medium.

[8], used an employment cut-off point 830
employees and however, classified small — scalerginses

In effect, the EC definitions are based solely on.j three categories. These are:

employment rather than a multiplicity of criterknally, the

EC definition did not assume the SME group is hoemugyis,
that is, the definition makes a distinction betwemitro,

small and medium-sized enterprises.

5. Definition of SMEsin different
Countries

European Union (EU) Member States traditionally nav
their own definition of what constitutes an SME,r fo

example the traditional definition in Germany hadhat of
250 employees, while for example, and in Belgiuromld
have been 100. But now the EU has standardizezbtieept.
Its current definition categorizes companies wiwér than

Micro —employing less than 6 people;
Very Small - employing 6-9 people;

Small — between 10 and 29 employees;

The International Accounting Standard Board (IASB,
2007), defines small and Medium size enterprisanaantity
that does not have public accountability and phiefs
general-purpose financial statements for exterrsdral
Public accountability is further defined as an tgritiat has
debt or equity instruments traded in a public ma(&eit is
in the process of issuing such instruments) ordiakbets in
a fiduciary capacity for a broad group of outsidassone of
its primary businesses.

6. Operational Definition

10 employees as “micro”, those with fewer than 50

employees as “small”, and those with fewer than aS0
“medium”.
In Japan, small-scale industry is defined accordtnthe

type of industry, paid—up capital and number ofdpai ) ) - .
and medium-scafinployees of the enterprise as identified fromwthgous

employees. Consequently, small
enterprises are defined as: those in manufactuvitig 100

million yen paid —up capital and 300 employeess#hio the
wholesale trade with 30 million yen paid-up capaat 100
employees, and those in the retail and servicesradth 10
million yen paid-up capital and 50 employees. k& thnited

States, small business is defined by the number
employees; it often refers to those with fewer tHH0

employees. Canada also defines small businesseathan
has fewer than 100 employees (if the businessgsaals
—producing business) or fewer than 50 employeeshéf

It can be concluded that Micro and Small Scale
Enterprises (SMEs) has different definitions. Azsult, an
operational definition is important for the studjowever,
the most commonly used criterion is the number of

definitions above. The idea behind this employeseba
principle is due to the fact that firms can eab#yidentified

by their number of employees and in part because th
process of valuing fixed assets, will pose a pnobténce
mode of accounting system used by one enterpriseavy
from one to the other as well as continuous deptieci in
the exchange rate often makes such definitionsletesd-or
the purposes of this study, the operational définitof
SMEs by [8] is adopted. In their definition, SME®n
classified into four main categories;
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Micro enterprises are those that employ less than the European Commission

people;
Very small
workers;
Small enterprises are business units that employesm
10 and 29 people.

enterprises constitute those employrg
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Enterprise and Industry
Directorate-General on the accounting systems foalls
enterprises (2008), suggested the following as rttan
books to be kept by an SME owner: Purchase day,book
Sales day book, Cash book, Petty cash book, Expeadi
book, Payroll records, Assets register etc.

This study therefore defines SMEs as enterprisas th

employ not more than 30 people.

7. Accounting Practices and
Book-Keeping in SMEs

It is reiterated that accounting is paramount iry an

business. Accounting is basically defined as tlozgss of
recording economic information in a significant manin

8. Accounting Controlsin SMEs

With regards to accounting controls; [9], defines
accounting controls as the measures that relgieotection
of assets and to the reliability of accounting dindncial
reports. Regarding accounting control proceduresiiaall
and micro business enterprises, [10],0bserved ithid
important to have a system of control over all bess
activities, as a well-designed and properly impletad

order to measure the performance of a firm. Basigynrol system can ensure: protection of resouaggsnst

accounting is needed to “keep the score” so that
entrepreneur knows what is happening in the busjresv
much has been sold, what the costs are, what tesidre
profitable, whether selling prices leave a suitafvlargin
against cost and so on. Accounting practices cbosithe
methods and records established by managemergrtfig
assemble, analyze, classify, record and reportnaaay’s
transactions and to provide assurance that thet@s of
internal control are being met. This is sometimalted the
accounting system. It analyze, record and measwisiness
transactions to ascertain the performance of atyent
A good accounting system is not only judged by kel

records are kept but by how well is able to meet t 4 ' :
externaphould be of prime interest to the SMEs. Dependinghe

information needs of both internal and
decision-makers. [11], suggested that for a snralh@ro
business, accounting practices will involve thenteance
of adequate Cash Book (if possible with analysdggnk
Accounts (with policies on deposits and withdraywafetty

Cash system, irregular or regular preparation ohkBa

Reconciliation statement, Credit Policies with d@d for

Purchase s and with customers on Sales, Stockdgepi

policy, Fixed Asset register and Budgeting for #hdire
business.

The accounting transactions of an enterprise neduet

recorded in the accounting books. The processoafrdéng

and maintaining these books is known as book-keepin

Efficient financial mangers dwell on the past amesgnt in
order to predict the future and for proper evatatand
comparison of financial activities. To achieve thisn,

vaste and fraud; accuracy and reliability in ac¢mgndata;
and success in the evaluation of the performancéhef
business. The following are the major accountingtrods
set up in SMEs as identified by the European Corsignis
(2008).

8.1. Sock Control

Stock is often an integral and major component of a
firm’'s working capital. To SMEs, these are in tloeni of
materials bought to be processed for manufactimshed
goods for resale and component parts to be uspdrésor

pto be assembled for a complete system. Control stomk

quantities, specific types and nature of stock @ethey
can easily be stolen, burnt, become obsolete, eatgzh
result in stock-out/or over-stoked. The first cohtneasure
to be introduced would be maintaining a detailedclst
register with the following columns: item code; elatf
purchase; quantity received with specificationsgmis
issued; and balance at the end of a certain peBadh a
stock register he cautioned must be handled byoresiple
employee who should not be in any way connectel thi
settlement of accounts with the suppliers. Smathdi are
required to develop a system for stocktaking thdt w
ensure that all items in stock are systematicadiyinted,
preferably, by responsible employee or in the preseof
the owner. Stock control includes; the recordingd an
monitoring of stock levels, forecasting future dewchand

proper book-keeping remains integral. UNCTAD (2000)d&ciding when and how many to order.

observed the need for promoting transparency wdéuaate g > | abour Control

records-keeping early on in the business developptease

of SMEs as paramount. Some form of recording wéll b Labor is human effort engaged in production, senac

essential to all business for the day-to-day mamage of
their
governmental obligations (e.g. taxation). It is mielown
that inadequate record keeping is frequently aasetiwith
failures in small businesses even if it is not altjuthe
direct cause of failure. For record keeping purpote
enterprise can use different methods. A report sttibanby

business. It involves both the physical and meeiffalrts in

operations and the fulfilment of unavoidablea business. They may be classified as either dioect

indirect to a cost object. The nature of their #xise in a
business may be permanent or temporal as well &g be
either full-time or casual. Primarily, reward systeare tied

to output or time and it is either the norm thatytlare paid
salaries or wages. In the dynamic business, control
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mechanisms exist to evaluate both the labour efforshould be banked at the end of the day. In addition

expended and the associated reward. A realisticusating
procedure would be to use a time sheet, attendaook,
wage-sheet, payroll or better-still, wage-book fall
categories of employees, their status, rates ofgmaly the
exact labour cost for the entire business for aiwery
period, a specified job or department.

8.3. Cash Control

Cash is the basic unit needed to keep businessngion
a continuous basis; it is also the ultimate ougpytected to
be realized by selling the products of a firm. Maviadom
noted that cash shortages disrupt a firm’'s oparatiovhile
excessive cash simply remain idle without contiitoyt
anything towards the firm’s profitability. Cash misactions
constitute a major part of business transactiona gmall
and micro business enterprise. It therefore seamsitde
for the small business owner to exercise reasorapigol
over cash transactions so that cash is not mispgpted
by employees. Moreover, by introducing a fair syster
recording business cash transactions, the ownables to
exercise control on his behalf regarding withdrawvaf
funds for his personal use which would otherwiseeha
been available for business expansion. [10]. Contimgn
on the need for records on cash transactions,
maintained that it is pre-requisite of accountingr f
solvency that cash records are impeccable and cimstt
controls are proof against fraudulent manipulation.

8.4. Non-Current Asset Control

Non-current assets include Land and Buildings, Plan,ginal

and Machinery, Furniture, Fixtures and Fittings,tbfdvan
and so on. They are acquired by satisfying theréutu
benefit test of businesses. In order for a givem’'s
accounting to be complete , proper records ondlaiss of
assets should be kept so as to ascertain their ens$ts or
book values, estimation of their expected usefutary so
that their replacements would be planned in-lirih whe
firm’s going-concern concept. In his view, [10]ggested a
suitable accounting system would require the maartee
of assets register for each type of asset and stiisild
contain: Date of purchase of the asset; Descriptbthe
asset; Quantity in use; Leasehold or freehold; obgirice
of the asset; Depreciation; Date of disposal; aathlce of
asset left and its cost and book values.

8.5. Control of Cash Sales Receipts

Cash receipts for sales of goods and services ean
reserved by mail or over the counter in the fornclodques
or currency. Whatever the source, cash should tarded
immediately on receipt. This is generally done bgking
an entry in cash receipts journal. This step estabd a

regardless of the profit levels of a business,ignst cash
shortages may result in its liquidation. This metnad cost
control is very essential to the survival of andwgh of

any business-micro, small, medium or large. [18kesved
that cash shortages will disrupt the firm’'s openagi while
excessive cash will simply remain idle without adniting

anything towards the firm’s profitability.

9. Empirical Studies

The accounting and control practices of SMEs has lae
topic of research in the small and medium entegpris
literature. An early study of users of financiatsments in
SMEs revealed that owners, managers, tax authotiel
lenders are the main users. According to [14], @mporary
studies are discovering that the number of users of
accounting information in SMEs is increasing toluce
venture capitalists and customers in supply-chdirdeed,
prior research has asserted that the quality odwatting
information utilized within the SME sector has asjioe
relationship with an entity’s performance. Simiaurit has
been emphasized that there is the need for financia
information for small and micro business units doehe

[ﬁPIatility normally associated with their situatiGuch as

unstable cash and profit positions, and reliancehamt-term
debt.

[15], reviewed financial records in small firms and
concluded that financial records of SMEs shouldude;
sales day book, purchase day book, cash receipk, boo
cheque payment book, petty cash book, general §urn
ledger, debtors’ ledger and creditors’ kxdg
Accounting and marketing pose major challenges to
management of SMEs and recommends that mangers or
owners in SMEs must learn about accounting ordypeerts.
Conventional accounting reports play a significesie in
SMEs but argues that the reports must be adjusteddier
for them to be understood, proposing the use ofcdsh
basis rather than the accruals basis.

[16], concluded that the volume of accounting pcastin
SMEs is dependent on a number of operating envieoiah
factors that include size of the business, busiaggsand
industrial grouping. They further argue that maghers and
managers of SMEs engage public accountants to grepa
required information and that owners and managesisch
for additional information, but only to a limitedtent. [17],
concludes that the development of a sound accauntin
information system (AIS) in SMEs depends on the ensh
level of accounting knowledge. A study conducted iy,
confirmed that SMEs do keep subsidiary books obants,
especially to capture on operating expenses asesgd by
a few number of SMEs keeping books to record exgmens
The study revealed that SMEs in the retail shogiiess are

written record of cash receipts and makes theft emorkeeping sales day books for controlling inventany shose

difficult. There are two common means of contrallicash
sales and receipts; which are cash
pre-numbered sales tickets. All cash sales andiptsce

in the manufacturing sector keep records for namecu

registers amdsets as owners try to safeguard their assetsordRec

keeping in SMEs is therefore not being done forpthigpose
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of capturing accounting
measurement but for security and control.

[15], argues that financial reporting practicesSMESs
seem to fall short of what is dictated by variousemal
financial reporting imperatives that exist for thefurther
arguing that owner-managers appear particularbicteht to
produce financial reports which might become adbésto
outside parties either directly or through the a& of
regulatory authorities.

In Ghana however, studies done in the field of sstdle
enterprise suggest that, it contributes greatly the
development of the economy. The contributions aréhée
form of creating employment, income, skills develant,
management training, capacity for self-sustainimgwgh
and market development [18]. However, [19], conellid
that small scale enterprises in the country dooffet much
scope for substantial permanent wage employmenthby
play crucial role in training future entreprenewsd in

information for performance

35

n= A =50
1+ 240(0.05§

Therefore, the sample for the study was 50. In \déthis,
50 owners or managers of SMEs were selected fra@n th
following sectors of economic activity; wholesaljing
Retailing, Catering Services, Construction, Agrog@ssing,
Shoe Making and Transportation. The firms werecsete
based on the criteria below:
1. Employ less than thirty (30) employees,
2. Not Owner managed,
3. Has been in business for more than six months

The study employed a combination of the stratified
sampling technique and the purposive sampling igcien
Stratified sampling was employed to divide the gafion
into various sectors of economic activities andsémple
from each sector. After allocating all the SMEs thre
Municipality to each sector, purposive sampling wasd to

providing opportunities for employment, in almosi a choose respondents who were thought to be reléwahe

sectors of the Ghanaian economy. Recently, [20]hign

data needed. The combination of the two methogsedghe

study of the methods of accounting practices by llsmaresults obtained to reflect the nature of accognpiractices

business owners within the Cape Coast Metropohiaa
of Ghana, concluded that, 34% of his respondenitie
did not practice any form of accounting in additit;ma
seeming problem with specific types of accountgudently
kept by the SMEs.

and control system in SMEs under all sectors of the
economy and also help in effective data collection

The study adopted both qualitative and quantitadize.
This was done in order to assess the accounting@mtdol
practices of the selected enterprises and makeaosop. It

This study however looks at the accounting androbnt also revealed the level that the selected orgaaimthad

systems practiced by micro, small and medium eritag.
Specific types of accounts, control procedures systiems
kept by these SMEs have been highlighted.

applied accounting controls in their operationstaCfar the
study were collected from two main sources, which; a
primary and secondary sources.

The research employed a descriptive approach which The tools used for collecting primary data werefiview

helped to describe the basic features of datdéostudy and
also helped to achieve all the objectives of tlseaech. The

schedule and questionnaires which were designed
exclusively to solicit the views of the respondeats the

study was conducted on SMEs within the Techimamesearch topic. In order to achieve the objectifethe

Municipal Area of Ghana. Therefore the populationthe
study comprised all SMEs in Techiman. SMEs in Hrisa

research, questionnaires were designed based
recommended accounting practices framework for lsanall

operate across various sectors of activity inclgdin medium -sized entities as identified by the Europea

manufacturing, transportation, retailing, wholesabnd
among others. The population consist of all thkedtalders
in small and medium enterprise especially, managéime

Commission and presented to the respondents faveass
Informal interviews were also conducted to gatteadrom
entrepreneurs and management of SMEs to ascertain

owners of SMEs, Accountants and employees of SMEs empirical data on their accounting controls whiokrevnot

the Techiman Municipality. Since the population the

captured in the questionnaires. The individualgeted for

study was very large, making a census or a complethe interview are those who have the most involvanie

enumeration of all the values in the population washe financial

impractical or impossible because of time, easedath
collection and other constraints which were consde
relevant for the problem of study. Hence a sampleich

was considered a section of the population, wactsd.

activities of SMEs .The questionnsire
included both open-ended and close- ended questions

To test the reliability of the study, the questiaimas were
initially pre-tested by administering them to some
individuals and institutions conveniently choseanir the

The sample size was determined based on the foemulsample frame.

given below:

N

n=
1+ Na?

1)

Where n = sample size, N = total population arethe
confidence level. N = 240 which is the total popiola, and
significant level of 5 %d) =0.05.

10. Types of Accounting Books and
Records kept by SMEs
This part of the questionnaire was designed toagathta

on the current accounting books and records kepthby
selected firms. The kinds of book-keeping systeedusy

on
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the firms were also identified. Again, the research book-keeping practices of SMEs as suggested byiquev
ascertained the procedures used by the variouss firm researches. These variables affect the firm’s ambrdo

keeping books and records. The results are asvsllo

Table 1. Accounting books kept by the selected firms.

Type of Book Freguency Total
Keep Do not keep
Sales day book 35 15 50
Purchases day bool 32 18 50
Cash book 37 13 50
Petty cash book 20 30 50
Fixed 'Asset 42 8 50
Register

Expenditure book 21 29 50

Source: field survey (2013)

As shown in the table above, all the 50 firms del@&ept
at least one book of accounting. Most of the fikept sales
day book for recording credit sales transactionkjciv
tallied 35 of the firms sampled. 32 of them alsteced
purchases day book as another accounting book ®epof
the 50 respondents, 37 maintained cash book todeash
transactions, the rest (18) did not. Again, 20 oesients
kept petty cash book, and the rest (30) did notstvd the
firms (42) were using fixed asset register to ceptall
relevant information on plant and equipments. Exiiteine
books were kept by 21 firms out of the 50 respotglen

11. Principle of Book-K eeping Used by
SMEs

Under this section, the respondents from the varimms
were asked to specify whether they were using doebtry
principle of book/keeping or single entry book kiegpin
the recording of transactions into the varioustisabove.
The outcome is as follows:

Table 2. Principle of book-keeping used by SMEs.

Principle of book-keeping Freguency Percentage
Double Entry 23 46%
Single Entry 27 54%

Total 50 100%

Source: Field Survey (2013)

As shown in table 4.2.2 above, it revealed thafi2Bs

book-keeping practices, in particular the typesbobks
maintained to provide relevant financial informatid®One
major variable affecting the types of books kepSEs is
the size of the firm. The size of the firm is detared by the
number of employees in the firm.

From the study, it was revealed that firms with toypes
between 1 and 6 (micro firms), mostly keep onehied
books for recording transactions. Firms employiagieen
7 and 10 employees mostly keep 3 to five booksriohe
entry. Small firms (employing 11 to 30 employees)stty
keep 3 to 6 books of orginal entry. Whereas, firms
employing 31 to 50 employees (medium firms) mokégp
5 to 6 books of prime entry.

13. Accounting Control Systems of
SMEs

According to [9], accounting controls are measuheg
relate to the protection of assets and the reiigbif
accounting and financial reports. Under this segctio
questions were drafted to seek the actual accauntintrol
systems set up by the sample firms and the exfetitedr
compliance. The questionnaire covered the following
business activities; Stock control, labour controgsh
control, fixed asset control, cash disbursementroband
credit policies.

13.1. Sock Control

As noted earlier, stock forms an integral part otcol
systems in most organizations. Depending on thetdies,
specific types and nature of stock items, they easily be
stolen, burnt, become obsolete, evaporated, result
stock-out and over-stocked. This calls for a comensive
control of stock in SMEs. In this study, the resber
attempted to gather data on whether the sampleds fir
control stock to safeguard the investor’s interest.

Table 3. Sock Control in SVIEs.

Response Frequency Percentage
Yes 39 78%
No 11 22%

Total 50 100

Source: Field Survey (2013)

out of the 50 firms sampled were using double entry

principle of book-keeping, which constitute 46%ue valid
respondents. 27 of them were using single entncipie of
book-keeping, representing 54% of the total
respondents.

12. Size of Firm and Book-K eeping
Practices

A number of variables are expected to give insigfiatthe

Table 4.3.2 revealed that, out of the 50 respondent
sampled, 39 of them were controlling stock in theisiness

valicbperations, representation 78% of the valid respotsd The

rest (11) of them said, they don't have in deptbvidedge in
stock control, this constituted 22% of the totadpendents
sampled. The result above revealed that 39 firmobthe
50 sampled, kept formal standard stock registefse T
remaining (22) only relied on physical stock couwamd
supplier (purchase) invoices. The result on staking
revealed that, 17 of them (34%) count stock dailyereas
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24 of them count stock weekly or monthly. The rerreg
9(18%) count the items in stock as and when nectlad.
result confirmed that those using computerizedesysin
operation usually check stock daily, whereas thasiag
manual system prolong the days for stock taking.

13.2. Labour Control

Labour cost covers a significant percentage of rimss
expenses; this therefore calls for
mechanisms to be adopted by all businesses tootdh&

labour efforts expended and the associated rewaArd. services are either purchased or sold on crediis.bas
accounting procedure would be to use aHowever, this is expected to be handled very clyefn

practical
attendance sheet, payroll or better-still, wagekbfoy all
categories of employees, their status, rates ofgmalythe
exact labour cost for the entire business for angrgperiod
[5]. The table below summarizes the result obtaifiecth
respondents regarding the maintenance of attendzowe
to control labour in SMEs.

Table 4. Labour Control in SMEs.

organization. As a follow-up question, respondentso
responded “no” to the question above were requoegive
reasons for their answers. Most of the respondsitstheir
activities or operations did not require frequeatghasing
and bulk purchase. Others asserted that ownerthase in

charge of purchasing and so not require any formal

procedure.

13.4. Credit Policy in SMEs

adequate control

It is a common practice in real business that gaots

order not to either over-stretch liberties with gligrs or
import the problems with bad debts. This study alsaeght
to identify if the sampled firms had policies inapé to
regulate credit sales and purchases. The respendeme
asked to answer “yes” if there is credit policy timeir
organization and “no” if not. The result is as 6ois:

Table 6. Credit Policy in SVIEs.

Response Frequency Percentage
Yes 32 64%
No 18 36%

Total 50 100%

Source: Field Survey (2013)

From the table above, it revealed that 32 of thepded
firms kept attendance books in their organizatimmetcord
the reporting time of every employee of the firm.also

keeps the time of close from official duties in the

organization. This represented 64% of the totglordents.

The remaining 18 firms do not keep attendance boo

representing 36% of the total respondents. Theydtuther
revealed that, most firms used the number of hauarked
by labour in determining the basic salary due fepacific
period.

13.3. Procedure for Purchasing

In this art of the questionnaire, respondents vasked to
answer “yes” or

Response Frequency Per centage
Yes 42 84%
No 8 16%

Total 50 100%

“no” to whether there is a laid dow

Source: Field Survey (2013)

From table 4.3.4 above, it revealed that, out &f 50
respondents interviewed, 42 of them responded ;'yelsith
implies that 84% of the firms sampled had credlicfes in
place to control credit sales and purchases. 8hemt

kesponded “no”, which implies that 16% of the firsasnpled

did not have credit policies in place to controkedit

transactions.

13.5. Cash Control

Cash is the ultimate output to be realized by rsglthe
products of a firm. Cash transactions constitutepor part of
business transactions in a small and micro busaxgssprise.
It therefore seems sensible for the small busisdssexercise

procedure for purchase of goods and other equipriment reasonable control over cash transactions so #st is not

their various organizations. The table below sunimaarthe
result obtained:

Table 5. Procedure for Purchasing in SMEs.

Response Frequency Percentage
Yes 39 78%
No 11 22%

Total 50 100%

Source: Field Survey (2013)

From table 4.3.3 above, 78% of the responder
responded “yes” to the question above. This mehasg t

most firms out of the sampled had laid down procedar
the purchase of goods and equipment in their orgéions.
The rest of them (22%) responded that, there {gracedure
laid down for purchase of goods and other equiprimethieir

misappropriated by employees and other outsideiepart
Under this section, the researcher sought how ieasipt is
controlled in the sampled firms. With cash receaitrol, the
respondents were asked to identify how cash gestkiiat

their organizations is kept. The result is as fefio

Table 7. Control of Cash Receipt in SMEs.

Control procedure Frequency Percentage
Banked Instantly (Daily) 23 46%
Keep in Cash Vault 12 30%
Owner Personal safe keeping 12 24%
Total 50 100%

Source: Field Survey (2013)
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From table 4.3.5 above, the study revealed thdtr2%s
out of the 50 sampled banked cash instantly dfierday’s
activities, representing 46% of the valid responsleh5 of
them said, they kept cash in the organization'dtvaiter
each day’s activity, representing 30% of the redpaots. 12
of them also asserted that, cash generated inglamiaation
for the day’s activity is given to owners for pemab safe
keeping, representing 24% of the sampled firms.

14. Completeness of Financial Records

[15], argues that financial reporting practicesSMESs
seem to fall short of what is dictated by variousemal
financial reporting imperatives that exist for thefurther
arguing that, owner-managers appear particulatlyctant
to produce financial reports which might becomeeasible
to outside parties either directly or through tHeces of
regulatory authorities. This study also soughtientify the
extent to which accounting and control systems haf t
sampled firms generate relevant information forficial
statements.

15. Discussion of Research Findings
15.1. Books and Records Kept by SMEs

The data gathered and presented in table 4.2.&alex)

purchasing in SMEs revealed that 78% of the fir&®sf{rms)
had laid down procedure for purchasing in theimfr The
study also revealed that cash control activity MES
involve the control of cash received from operadion
activities of the firm. 23 of the firms banked cashtantly
after a day’s activity whereas 15 of them kept aasleived
from the day’s activities in cash vault of the orgation and
the remaining 12 firms hand over daily cash recéipt
owners of the firms for safe keeping.

It can therefore be concluded that about 70% ofithes
had set up control systems in various activitietheffirms.
Only few of them do not have control system in thei
organization.

16. Conclusion

The study sought to examine the accounting practoe
control systems of SMEs in the Techiman Municipati
Ghana. The research forms part of the effort ofarthethe
reasons behind the difficulties faced by SMEs iepirg
proper books of accounts and maintaining formabanting
controls in Ghana. To accomplish this task, quastires
comprising the types of books kept by SMEs, corgystem
of SMEs and completeness of accounting recordsViesS
were administered to SME Owners, Managers and
Accounting Officers in the Techiman Municipality. tAtal
of 50 questionnaires were distributed and recefiea the

that SMEs do keep accounting books in recording qjespondents.

business transactions. Table 4.2.1 further revedhed
SMEs do not maintained all the required books afioal
entry as evident in most firms keeping one to thyeeks.
The study also found out that; most SMEs maintafheti
asset register than all other books of originahentash
tallied the next book kept by most SMEs whereatyetsh
book was identified as the rare book maintaineMES.
Again the study identified that, there is a dinegtitionship
between the firm’s size and the types of books lapt
depicted in figure 2. Micro firms (1 to 6 employgesually
kept 1 to 3 books, whereas medium sized enter(8ist 50

employees) kept 5 and 6 books. This goes to colirm ,,iders. with 25%

assertions made by previous researches that #hefsizfirm
influences the types of books to be kept.

15.2. Control System Practicesin SMEs

This objective was to identify the control systeses up
by SMEs. These control activities included; stoehour,
cash, credit policies, procedure for purchasing aticer
control activities. Under stock control, the studyealed
that 39 of the sampled firms had adopted variocisrigues
in controlling stock which constituted 78% of threnyled
firms, whereas 32 firms had adopted procedureotdral
labour, representing 64% of the respondents. Ragattie

The study revealed that most SMEs in Ghana areomicr
entities (employing 1 to 6 employees).The studythier
revealed that majority of SMEs are in the wholesabel
retail trade industry. Again, the result presertedhapter
four depicted that majority of the SMEs have been i
business for 3 to 5 years and few firms had betbkshed
in past year.

The study also revealed that 72% of the sampletsfitad
engaged the services of full-time accounting parsbim
their organizations, and the difference did no®4636f the
accounting personnel engaged by SMEs were diploma
holding HND certificate, nonethém
was a professional qualified accountant (Chattered
Accountant).

The results of this study confirm that SMEs do kieepks
of accounts especially, to capture informationixéd assets,
sales and cash transactions. There is howevefe litt
accounting information captured on the operatingeeses
as evident by a few number of SMEs. It was alsatifled
that SMEs mostly used single entry system of boaéping
in recording business transactions, as evidenceddgrity
of the sampled firms using this system.

The study again, gathered data on the accountingato
systems of SMEs. It was discovered that 78% o$émapled

formulation of credit policies in SMEs, 42 of thefirms had adopted techniques in controlling sto€kheir
respondents indicated that they had formulated itcredactivities, 64% of the valid respondents indicatieat they

policies which regulate sales and purchasing ofdgoo
their various firms.

have establish a control procedure on labour inr the
business.78% of sampled firms had establisheddaign

The data gathered on the existence of procedure fprocedure for purchasing of goods and other equipme
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Regarding the establishment of credit policy in SV&4%
of the sampled firms had credit policy in their imess to
control credit sales and purchases. Cash contagtipes in
SMEs were also studied. The results suggest thstt BMESs
banked cash generated in their business daily. dfetem
kept cash in the organization’s vault or ownersspeal safe
keeping.

39

sampled firms prepared only income statement and
statement of financial position, with few firms peging
statement of cash flow and changes in equity. Eselts
also revealed that, the need to prepare a compéitef
financial statements is determined by the sizeheffirm,
age of business and engagement of an AccountirspReel.
The study also revealed that, tax authorities heerhain

The research also gathered data on the completefesausers of SMESs’ financial statements, which impliest in

financial records and accounts of SMEs. The resiflthe

the absence of statutory requirement to prepa@ndial

study revealed that most SMEs prepare financiédistants statements, SMEs could do without financial repgrtof

of their activity especially, income statement atatement
of financial position. However, few firms used fulme

their business activities.

Accounting Officers in preparing financial statertseinn for

financial reporting and tax purposes. 72% of thegad References
firms also indicated that they use IFRS as standard , o
preparing financial statements. The main usersMES [l Luetkenhorst, W. (2004) ,Corporate Social Resporigbil

financial statements are tax authorities.

The above study has given an insight into the dmrdi
which influences the adoption of accounting andtmn
systems among the small and medium sized entifies. 2]
research findings have consistently showed thecdire
relationship between firm's size and the adoptioh o
accounting and control systems. Also, the age & tH3]
business have direct influence on a form’s adoptibn
formal accounting and control systems.

The study revealed that almost all the SMEs samiset!
at least one book of account to record businessadions.
This is done by employing Accounting Officers tontlke
their accounting information. Most of these Accongt
Officers employed by SMEs are Diploma and HND hddde
with only few of them who are degree holders amice
high school graduates. The results of the studgaied that
majority of SMEs kept fixed asset register and chsbk
whereas, few of them kept expenditure and pettly bask.
The study also revealed that, the size of the firflaences
the types of books kept by SMEs. The study theeeforl®
confirms the findings of [15] that the volume oftaanting
records kept in SMEs is dependent on number ofatiper
factors that include size of the business, busiaggesand
industrial grouping. It can therefore be conclutteat SMEs
do keep books to record business transaction e, t
sufficiency of such books kept by SMEs depend dreiot
variables such as; the size of firm, age of busiesl other
variables.

The results obtained on the control system of SMEs
revealed that SMEs set up various accounting clsntro  [9]
their operations especially; to control stock, labharedit
sales and purchases, cash receipt and laid dovaeguice
for purchasing. Proper control practices in SMEs also
determined by size of the firm, age of business Hed
engagement of skilled accounting personnel. Theltsesf
this study disagree with the findings of [5], whiakserted
that SMEs do not set up control systems in thdividies.

The results on the completeness of financial infdrom
by SMEs confirm the findings of [16]that most SMiits not
prepare complete set of financial statements withesnot
preparing any financial statement at all. Majoritly the

(4]

(5]

(7]

(8]

(10]

(11]

(12]

and the Development Agenda: The case for actively
involving small and medium enterpri§edntereconomics,
May/June.

Adjei, D. (2012). Micro, Small and Medium Scale
Enterprises in Ghana: Challenges and Prospectseistady
of Sekondi-Takoradi Metropolis.

Mensah S. (2004) ,A Review of SME Financing Scheimes
Ghand, Presented at the UNIDO Regional Workshop of
Financing Small and Medium Scale Enterprises, Accra
Ghana, 15-16 March 2004.

Nayak A, and Greenfield S, 1994. The use of managém
accounting information for managing micro businesse:
Hughes A, Storey D (Eds.), Finance and the SmalhFi
London: Routledge, pp. 182—-231.

Mbroh, J. and Attom, B. (2011), Accounting and cohyt
systems practiced by small and micro enterprise eosvn
within the Cape Coast metropolitan area of GhanaarAsi
journal of business and management sciences, vob. B
(28-47)

Carsamer, E. (2009). Access To Credit by SMEs in
Ghana:Does the type of business matter? Socian&zie
Today.Winneba: Jim Waler Light and Salt Publishers.

Kayanula D. and Quartey, P. (2000). The Policy Enmnent

for Promoting Small and Medium Sized Enterpris&hrana
and Malawi.Finance and Development Research Progeamm
Working Paper .Series No.15.

Osei B, Baah-Nuakoh A, Tutu K.A, & Sowa N.K (1993),
“Impact of Structural Adjustment on Small-Scaledgptises
in Ghana.

Meigs, T., Johnson, F. and Meigs, C.(1977). Accauntlhe
Basis for Business Decisions, McGraw Hill Limited.

Sathyamoorthi, C.R. (2001). Accounting and Control
Systems in Selected Small and Micro Enterprises in
Botswana, African Journal of Finance and Management,
Vol.10 No.1, pp.96-109.

Maseko, D. and Manyani, O. (2011), Accounting pgcast of
SMEs in Zimbabwe: an investigative study of redaedping
for performance measurement: Journal of accourdimd
taxation vol. 3(8), pp. 171-181, December 2011.

Kilvington, K.W.(1976). Accounting for Solvency, rincial
Management (September), p.303



40

[13] Marfo-Yiadom, E.(2002). A Survey of Cash Managemen{18] Boachie-Mensah,

[14]

[15]

[16]

[17]

Adjei Luther Ntimet al .:

Accounting Practices and Control Systems of $aral Medium Size Entities: A Case

Study of Techiman Municipality

Practices of Selected Firms in Accra-Tema Metragolarea
of Ghana, The Oguaa Journal of Social Studies3\dlne),
pp-165-182.

(19]

Olson O, Blomskvisk M, Dergard J, Jonsson C (2004).
Accounting and Entrepreneurship: A Review and Disicus

of the ScientificLiterature. Paper Presented at thb
Asia-Pacific Interdisciplinary Research in Accougtin
Conference. 4-6 July. Singapore.

McChlery, S., Godfrey, A.D. and Meechan, L.(2005),

Barriers and Catalysts to sound Financial management

Systems in Small-Sized Enterprises, The Journalpplied
Accounting Research, Vol.7(iii), pp1-26.

Dewhurst J, Burns P, 1989. Business Planning Finande
Control.2nd Edition. London: MacMillan.

Holmes, S. and Nicholls, D. (1989),
Accounting Information Requirement of Small Busingsse
Accounting and Business Research, 19 (74) 143-150.

20]

(21]

Modeling the[22]

F.O. and Marfo-Yiadom, E.(2005).
Entrepreneurship and Small Business Management, &Ghan
Universities Press, Accra, p.2

Thormi, W.H. and Yankson, P.W.K. (1985), Small-&cal
Industries Decentralisation in Ghana, Preliminagp&t on
Small-Scale Industries in Small and Medium-Sizedd®in
Ghana, Frankfurt/Accra.

Mbroh, J.K. (2011), Methods of Accounting Practides
Small Business Owners in the Cape Coast Metropoliteaa A
of Ghana, Journal of Polytechnics in Ghana, VoN®,1,
pp-129-151.

European Commission (2003, May) Commission
Recommendation of 6 May 2003 concerning the dedinitf
micro, small and medium-sized enterprises (200336}
Official Journal of the European Union, 5(20), p.36

IASB (2006) “Draft International Financial Reporting
Standard for Small and Medium Sized Entities” Nofzem



