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ABSTRACT

Thepurposeofthisarticleistoexaminethemanagementcontrolpracticesinsmallandmedium-sized
healthcareenterprises(SMEs).Previousstudiessuggestthatthereareoftenfew,ifany,comprehensive
management control systems (MCS) or there is lack of systematic management accounting or
performancemanagement(PM)monitoringinevenfairlylargeSMEs.Thefirstcontributionofthis
articleistopresentnineyearsoffinancialdataofmicrocompanies.Thedataitselfisquiteunique
andnotopendataforeveryone.Ononehand,itgivesfurtherinformationaboutdiverseandcomplex
combinationsoftheprofitabilityprocessinthesmallcompaniesandhowtheMAsystemsaffect
it.Basedonthecontingencytheoryconception,thisarticlefindsthatthemanagementaccounting
practicessuchasabudgetingsystemor increasedcostknowledgeof thecompany influence the
company’sperformance.Further,someofthecontextualfactorssuchassizeandageofthecompany
affectedthecompany’sperformanceinthisstudy.
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1. INTRodUCTIoN

Theaimofthispaperistoinvestigatetheimpactofmanagerialplanningandtheuseofmanagement
accountingsystems(MAS)onSMEperformance.Theperformanceofthecompanyhasbeenmeasured
inseveralwaysinearlierliterature.Arnoldetal.(2010)measuredorganizationalperformanceas
strategicflexibilityandsupplychainperformance.InsteadBitichietal.(2010)measuredperformance
asrevenuegrowth,profitabilitygrowth,productivityorreturnoninvestments(Arnoldetal.2015;Bitici
etal.2010).InthispapertheperformanceismeasuredwithoneoftheprofitabilityindicatorsEBIT/
SALES.Inordertogetthebroadpictureoftheperformanceofthecompany,webuildouranalysis
onthecontingencytheoryframeworkandonthecontextualfactorsofsmallfirms(size,strategy,
environment,andorganisationalstructure)andwealsoincludeintoourresearchtheownermanagers’
roleandtheeffectofbusinesspartners,whichcanbothbeimportantfactorsintheprofitabilityofa
company(DrazinR&VandeVenA.,1985;Jänkälä,2007).

Previous studies have investigated MAS in some specific industries such as new economy
firms(Granlund&Taipaleenmäki,2004),small technologyfirms(Laitinen,2001),publicsector
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organisations(Järvenpää,2007,2009)orrestaurantchaincompanies(Ahrens&Chapman,2007).
However,itcanbearguedthattheliteratureontheroleofthemanagementaccountingofSMEsis
stillscarce(Garengoetal.,2005).

Managersoftenpreferthemanagementsystemsasimperfectbutadequateforthetask(Ahrens
&Chapman, 2007). This reduces the need for the development ofMAS. Accordingly, previous
researchhasindicatedthatthereareoftenonlyafew,ifany,systematicmanagementcontrolsystems
(MCS)orperformancemanagement(PM)toolsinSMEs(Garengoetal.,2005,41;Granlundand
Taipaleenmäki,2005;Laitinen,2001).Contrarytothis,ithasalsobeenshownthatsomeSMEsin
someindustriessuchashightechnologyfirmsuseverysophisticatedMCS(Laitinen,2001).

Thedataofthisstudy,collectedfromhealthcarecompaniesfromEasternFinland,hasmany
specialfeatures.Thehealthcareindustryisalaborintensiveservicebusiness.Traditionally,healthcare
companieshavebeensmallcompaniesalthoughduringthelastfewdecades,manybignationaland
internationalcompanieshavebecomeinvolvedinthisbusiness.Further,inFinland,thesecompanies
oftenhaveonlyafewbigcustomerssuchasmunicipalorganizations.Basedonthesefeatures,the
healthcareindustryhasitsownchallengestogaingrowthandprofitability.(Rissanenetal.,2011).

Onecontributionofthisresearchistocoverlackoftheliteratureofdistinctionbetweenpractice
andtheoryincompaniesadoptingmanagementaccountingsystems.Wecomparethepracticesof
smallcompaniesandthecontingencytheoryfactorstotheperformancefigures.Wealsohaveaunique
datawhichconsistsofnewandrareinformationofverysmallcompanymanagement.Thecompanies
inthisstudyhave6employeesonaverageandtheaveragesalesof327thousandeuros(Table2).
Further,wehaveemploythefinancialpaneldatafromnineyearsinadditiontoone-yearsurveydata.In
Finland,themicrocompaniesemployed10%ofalltheemployeesin2012andthisfigurehasdoubled
infouryears(Ministryofemploymentandeconomy,2014).Finally,theinformationonprivatesector
performancesystemsiscomparativescarceandthecomplexprocedureofitiswidelyknown.This
iswhyweapplythemultiformcontingencytheoryinwhichthisfeaturehasbeentakenintoaccount.
Theadvantageofthisresearchcomesfromthenewinformationonthefinancialmanagingsystems
andpracticesofthecompanies,astheynowareappliedindiverseways.Ourfindingsrevealifthe
MAsystemsofthecompaniesmakethedifferenceoncompany’sperformance,ornot.

Thestructureofthispaperisorganizedasfollows.Inthenextsectionwedescribetheunderlying
literatureandtheory.Itisfollowedbychapterthree,wherewewillexaminethehealthcarebusiness
furtherandtheenvironmentoftheindustry.Inchapterfour,wepresentthemethodologyandour
observationdata.Further,inchaptersfiveandsixwediscussourresultsandmirroringthemwith
theliteratureandfinally,presentourresearchconclusionsinchapterseven.

2. LITERATURE REVIEw ANd THE THEoRETICAL FRAMEwoRK

Severalresearchers(Ferreira&Otley,2009;Malmi&Brown,2008;Otley,1999)pointoutthatthe
phenomenonoftheaccountingsystemsishandledtoorestrictivelyandshouldbeseenasanoverall
controlsystem.MCScanbeseenastoolsformeasuringperformance,performingstrategicplanning
oranalysinginternalfinancing(Granlund&Taipaleenmäki,2005).Previousstudieshaveshownthat
smallfirmsdonotchangetheirMASeasilyandthattheMAsystemsusedinlargecompaniesto
explorefutureactions(forinstanceshort-termbudgeting)canbeineffectiveinanSMEenvironment
(Laitinen,2001).Additionally,managerscanviewmanagementsystemsasimperfectbutadequate
forthetask,becauseoftheirownconsiderationsandlimitationswhichcouldalsoreducetheneed
forthedevelopmentinMAS(Ahrens&Chapman,2007;Bititcietal.,2009).

TheunderstandingofmanagementaccountingandthedevelopmentofMAShavebecomeclearer
andmorefocusedviasummarizingstudies(Chapman,1997;Chenhall,2003;Garengoetal.,2005;
Scapens,2006),butmorepreciseinformationabouttheconnectionofthetheoryandpracticeof
managementaccountingisneeded(Berryetal.,2009;Bititcietal.,2010;Malmi&Granlund,2009).
BecausetheMAinformationismostlyinternal,thedataformanagementaccountresearchismostly
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