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1. Infroduction (@)

The numbers %?n Thailand tend to increase continuously. In 2003, there
were approxim t illion total enterprises in Thailand. Among this, the number
of SMEs w a(Qﬁillion enterprises or constituted over 99% of the total. By
comparing m
(incre%t)y 22%). As the largest business cluster in Thailand, SMEs produced

ar 2002, the number of SMEs was 1.639 million enterprises

2,263 illion baht (38%) of Gross Domestic Product (GDP) at market value

(08@&003).

e above statistics support the idea that SMEs in Thailand are the primary
\einess organisms that could help enhance and sustain wealth of an economy in the

EQng run. They are also important to the development of trades and job market. Some
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SMEs have high potential to expand their enterprises
to a larger scale, despite challenges especially in
financial and accounting systems.

SMEs in Thailand, however, often encountered
with accounting and financial management
challenges. Poor record keeping, inefficient use of
accounting information to support their financial
decision-making and the low quality and reliability of
financial data are part of the main problems in
financial management concerns of SMEs in Thailand
(Sarapaivanich, 2003). While proper accounting is a
useful system for making sound economic decisions
(Stice, 1999) and a key to small business success,

The misuse, untimely, poor record keeping, and
inaccuracy of accounting information also causes
SMEs to inaccurately assess their financial situation,
and make poor financial decisions (Miller and Rojas,
2004). These short comings might be the cause of
difficulties to succeed and to raise fund or borrow

money during the later stage. In the worst case,
SMEs might face with the failure and s
bankruptcy in the end. p@

As a result, key research q that
addressed in this study are: What a ources
and main types of financial infearnyation used in the
management of Thai SMEs?, h they used to
achieve usefulness of firms’ ment? and what

are the most likely factc

fecting the utility of
t for Thai SMEs?.

Q@

periodic management ac

2. Theoreﬂc@kground and

Concepradll Framework

dedicated to reviewing literatures

relev SME and how SME utilizes the financial

60

information for corporate management. It pre
key concepts underlying the development of (3

study which mainly concern about fina
information and management 3 el
importance. It also includes the utiliz

accounting and financial informatiQx

make decision and enha
company. Finally the cqyicas

2.1 Accounting and_Fir?
Many studés d that large and small
firms differ in tstrategies they pursue. That is
while large fj ode
alth

assume that firms’ objective is

share holders SMEs often place

onomy, survival, stability or financial

a valug o
grox%case and Goffee, 1980; Hussey and

@1994.

)
mPage (1984) and Carsberg, et al. (1985)

(f)ounded that an external auditor required by SMEs

© usually prepares the statutory accounts and provides

management advice. Nayak and Greenfield (1994)
founded that micro-business owner-managers were
not keeping sufficient records to aid them in their
decision-making.

The study of Pugh, et al. (1969) and Chapman
(1997).suggests that the sophistication of accounting
systems is correlated with size and age of the firms
and level of uncertainty

As there is no effective capital market for SMEs,
banks are general source of finance for SMEs
(Chittenden, et al., 1980; Javis et.al., 1996). The
implication of this can be that the SMEs monitor their
cash position closely in order to maintain good

relationship with banks as their lenders.
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According to McMahon (1999), the more
sophisticated financial reporting system is
necessarily prepared to ensure that an SME’s
economic resources are used effectively and
efficiently. He also claimed that there is a particular
need in growing SMEs for the skills of financial
analysis which will allow financial statements to be
read and understood.

To sum up, SME owner/managers are crucial
players as searcher and assimilator of information
and what extent use of information sources is
influenced by the education of the SME owner/
manager (Holmes and Nicholls 1989; Lybaert 1998).
The managerial style that most enterprises
emphasize is owners’ decisions. If their owners/
managers lack one or more of technical, managerial,
and financial skills, the possibility to failure is higher
(Gaskill and Hyland, 1989).

In addition to the above theories, in Thailakd,

g are not

required with adequate Qantr anism. Good
corporate governance i

transparency and acco DIYYIn an organization.
However, SMEs’ size %e small so appropriate
controls may by \F e. Besides entrepreneurs
(stockholders) land)e executives are the same
group of por this reason, SMEs, in reality,
mmn to corporate governance.

era| control is a vital function for both large

rarely p

"g- a and SMEs. If SMEs implement internal

their financial statements and reports could

N
e asonable and trusted. Therefore, users can use

ese reports with firm believe when they would like

SMEs’ needs for financial disclosures are no¢) to make decision such as investing in the company.

significant especially to those whose for e&%l
registration is sole proprietorships. C @hai
law and regulation, sole propriejs mre not
obliged to file audited financial This has
reduced the amount of finan information and the
need of financial mannt for SMEs.
Partnerships are subjectes extensive audited

accounts and repoxt. @

and Financial Information

2.2 Control of Ac@
The F@a Management of the Small
(2001)
emphasie common belief that better financial

i n means better control and higher chance
of st s. They raised the argument related to this

Un 3 adun 8 Sud1Au 2550

Enterprise ucted by Deakins, et al.

Turner (1997) studied the style of control in
SMEs in related to utility of management accounting.
He suggested that those small firm owner-managers
should move the focus of their control from task to
behavioral and from passive record keeping to active

control of finance.

2.3 Financial and Management Accounting Practices

Holmes and Nicholls (1989) summarized that
management accounting information is associated
with success and failure in SMEs depending upon
how they are produced and utilized in their
companies. However, Horngren (1995) argued that
cost accounting or management accounting

concepts and techniques are neutral instruments. It
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is not the cause of poor management but primarily — assessments of overall company performance. @
symptoms since it may be used wisely or stupidly by  other words, companies would like to be en ’\\

managers of the firms. that internal accounting systems do not haye

Drury and Tayles (1995) concluded that the conflicts with external financi cc

same rules and procedures established for external  requirements.

reporting (financial accounting) are likely also to be The other issue in managemé&s unting
applied to internal reporting (management practices is budgeting. Rrr
accounting) even some rules, referred to theory, are  Poland, the sampling c¢/mng \

inappropriate for management accounting. Though  manufacturing and serv@
bu

study in

external and internal reporting tend to employ the annual operating finangla

same rules, it does not mean that management enterprises. Alggze alede or nearly complete

accounting is subservient to financial accounting. master budget '!red by a much smaller

The reason that most companies adopt the identical  proportion of e(#&rp)ises. The rest of them prepare

Mnd cost budgets (Szychta, 2002).

s> companies, Japanese firms are less

practices for both reporting systems is that firms sales, prod

prefer their internal profit to be reported consistently  Unlike
with external financial accounting requirements in financial budgeting (Yoshikawa, et al.,

order that they will be comparable with outsiders’ key issues in internal reporting are

inancial ifformati H1
Importance level of financial Information <=
to mana ement

e

- Step II:
Ly Impqrtanc_e Ie_v f ypose for preparing Factqr
the fmanugk—«@ ion affecting

)
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Figure 1: Conceptual model and hypotheses relationship
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addressed in monthly and annual reports. However,
the inadequately related budgeting and reporting
system indicated that many companies failed to use
accounting information systematically for clearly
defined and useful purposes (Haldma and Laats,
2002).

For performance measurement and evaluation,
most companies based the measurement on
different functions and product groups, to somewhat
lesser extent on client groups and sales regions
(Haldma and Laats, 2002). Net profit, rather than
controllable profit, is widely used to evaluate the
performance of divisional managers (Drury and
Tayles, 1995) since it could be apparently measured
in monetary value and, sometimes, it is not possible
to allocate and designate which costs are

controllable or uncontrollable for particular manager.

3. Research Methodology
3.1 Research Instruments @)
To understand how the Thai SMEs re~and
utilize financial information for t?&porate
management, the research wggs
gathering data from both primary and secondary
sources. Based on Iiterature and theoretical
opay
be the major instr f this study. The
questionnaire was 'to three sections-Profile
of the organizatjdn, ncial information utilization

and frequenc ndvopinion about the utilization of
periodic m ial accounts.

Sta and descriptive analysis are applied in
apture and explain survey phenomena. The

ooducted by

framework, a survey ques was developed to

is performed by using a data mining

Un 3 adun 8 Sud1Au 2550

application developed by SPSS Inc. Moz&f
results would be analyzed by basic statisti

frequency, percentages, central tende

of importance level or ra%

3.2 Hypothesis testing
The study will bg

relationship betweq?
part of ourcmn iIres and their practice in

preparation %ization of financial information for
manage

F2se re?ationship can be quantitatively

depi W compiling using hypotheses testing at
c 9 b

tt () confidence interval (o = 0.10). Independent

onawyted to gain insight the

mle t-test and ANOVA would be employed to

mpare any differences among given variables.

There are four independent variables in this
study which are location (Bangkok and Other
Provinces); age of company (in years); form of legal
registration (public company limited, company
limited, partnership limited, and partnership
unlimited). Nevertheless, the respondents only
consist of 2 choices/variables which are company
limited and partnership limited; and size of company
based on number of employees (small or medium).
Dependent variables are categorized into three main
groups which are:

1) Importance of financial information

2) Importance of purpose of financial
information preparation

3) Importance of utilizing of periodic managerial

accounts
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The results are analyzed by two statistical
techniques consist of:

1) Independent Sample T-test is used to
compare the means on a dependent variable which
are location, form of legal registration, size of
company.

2) Variables using ANOVA in this study is age
of company.

There are 12 hypothesizes in this study which
are

Hypothesis 1a Different location depicts the
different level of importance on financial information.

Hypothesis 1b Different form of legal
registration depicts the different level of importance
on financial information.

Hypothesis 1c Different size of company
depicts the different level of importance on financial
information.

Hypothesis 2a Different location depicts the

different purpose of financial information preparation
Hypothesis 2b Different form of regi
depicts the different purpose of financial &@
preparation
s the
different purpose of financial inforyation preparation
Hypothesis 3a Different Io depicts the
different level of importanc
managerial accounts. A @

Hypothesis 2c Different size

tility of periodic

Hypothesis 3b Di t form of legal

registration depict erent level of importance

on utility of peri

Hypothest
differep? -
Z » ccounts.

anagerial accounts.
Different size depicts the

importance on utility of periodic

64

Hypothesis 4a Different age of com
depicts the different level of importance on finan -'-,\

information.

Hypothesis 4b Different age cd

depicts the different purpose of financation
preparation

r%
3.3 Population

(4
The popula $ in Thailand in 2003 was
1,995,929 enterpr (OSMEP,2003). This number

includes t ctive and/or no operation

Hypothesis 4c Diffe

depicts the different level

S

/4

enterprisg
tha

t oftils
Pro

ifo tion (owner’s name, address, etc.) which

e therefore consider taking enterprises
Small and Medium Enterprises
(OSMEP) has collected registration

er is approximately to 6,472 enterprises. The

(5esearcher used the Sample Size Calculator
© Program from www.macorr.com to calculate the
sample size and set 90% confidence level. A
questionnaire has been sent to 250 of these
registrant via email, fax, and letter. Of this, only
31.6% have fully completed the survey.
With relevant data, the analysis, based on
theoretical framework, was conducted and then

conclusion and recommendation are illustrated.

4, Results

The results from our questionnaires analysis are
given in this section. We separate those findings into
two parts. The first part of this section is the

research finding on practicing of SMEs preparation
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and utilization of financial information. The objectives  and their practice in preparation and utili of

of financial information utility is to investigate that financial information for management. \

(1) How financial information are prepared and
the purpose for preparing the financial information.

(2) How often the organization monitoring the
financial information for management.

o, %
(3) How important that they consider financial are prepared shows thzﬁo.s ;

. L n accounting
information is to management.

Next we analyze the relationship between the (See Table 1)

SMEs profile from the first part of our questionnaires §L§ D

Table 1: Financial Accounting Preparation

Financial Accounting Preparation % Percentage

&
Internally prepared by accounting expertise Qo (\ 50.8

Internally prepared with outside advisor ﬁ@ 11.9
Externally prepared &\ > 30.5
Prepared by computerized accounting system /@) 6.8

Total /® 100.0
(>
According to the questions on the reasons whyD preparation. The second is for planning future

SMEs prepared the financial informatio@eOZ operations and the third is for assessing the

shows that the most important reaso aring  profitability and other financial status.

financial information is for the so@ose of tax

Table 2: The purpose for pre@‘qg\t/,he financial information

\h’j M SD Level
1. For the sole purpose b paration 3.29 1.204 Very Important
2. Assess the profM@her financial status 3.14 1.058 Important

3. Measure busin{\y{h or performance 3.07 0.962 Important

4. Planning fu/[Lfr\e\o ations 3.25 0.883 Important
S\

5. For capi@&ting decision 2.86 1.266 Important

O

Un 3 adun 8 Sud1Au 2550 65
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For questions on what reasons that may affect
the utility of periodic managerial accounts,
respondents were asked to rank the importance level
of given reasons (1-2-3-4). We employed the mode
statistic to analyze the importance level of the
purposes.

The results of the study showed that there are
four reasons why SMEs do or do not use managerial

accounting in the questionnaire. Enterprises with

Table 3: The utility of periodic managerial accounts

larger turnovers or where owners are memb

accounting profession which would encourage

using of periodic managerial accoun
likely to use managerial account

\

are

contracting external accountants and

Utility of periodic managerial accounts Y,

1. Companies that are in niche emerging markets are less concern with V\(o Not Important 4
competition and more likely not to utilize managerial account Q(\

2. Companies with larger turnovers are likely to find periodic mana#@ Very Important 1
accounts useful &\ e

3. Owners/managers are members of accounting professior)/</Q©> Important 2

4. Companies having the external accountants as the mai m of advice Somewhat Important 3
seem to put less concern of these periodic manageunts

4.2 How often the organization monitor
financial information for management
According to our question on OVIAN ten the

apcial information for

management, as shown in Ta
enterprises utilized Balance Sfosiwd Statement of
tement of Cash

Profit and Loss once a

organization monitoring the fin

most of the

66

@)
@
t

Flow, Bank Statement, Financial forecasting and
budgeting once a month, while the rest, i.e.,
statement of change in financial position, financial
ratio analysis, break even analysis, are almost never

or not utilize.
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Table 4: The frequency in utilizing financial information for management 7

Financial Information Frequenty

—_

. Balance Sheet

Statement of Profit and Loss Q D
Statement of cash flow @ hly
Statement of change in financial position & Imost never

P\ v

Financial forecasting and budgeting Monthly
Financial ratio analysis Almost never
Break even analysis Almost never

Cost-volume-profit analysis 7 @/@ Monthly
) O

Bank statement f Co/\\Kv/Monthly
S

S o Njo o s v b

—_

Published industries information and trends Almost never

4.3 How important that they consider financial

information is to management

Table 5 presents the importance of financial
information for SMEs according to mean value. The& vely.

Table 5: The importance on financial information m

Financial Information ~ M SD Rank
1. Balance Sheet (,(Z i S 2.97 1.273 3
2. Statement of Profit and Loss (\V 3.34 1.027 1
3. Statement of cash flow @ 3.17 1.191 2
4. Statement of change in fipancial position 1.93 1.628 8
5. Bank statement v@ 2.81 1.196 4
6. Financial forecasting a@i@geting 2.76 1.222 5
7. Financial ratio anal)/%\b 1.69 1.465 10
8. Break even a@é\) 2.63 1.425 7
9. Cost-volum it _ghalysis 2.71 1.498 6
10. Publishe/d\ﬁ\g\u les information and trends 1.75 1.582 9
Ranking %ﬁable shows the importance of each variable from the most important to less important in each

onea
cate no. 1 means the most important).

Un 3 adun 8 Sud1Au 2550 67
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4.4 Results on the test of relationship between the
SMEs’ profile and their practice in preparation
and utilization of financial information
To test the hypotheses h1a, hib, hic we

employed the t- tests. For the sample t-tests (a0 <

0.10) the results showed in table 6 that we could

reject hypothesis 1a that different location depicts

the different level of importance on financial
information. (p > 0.10 for all items). We could accept
hypothesis 1b that different form of legal registration
depicts the different level of importance on financial
information. The test showed significantly difference

in the importance of statement of profit and loss (p

=0.084) and bank statement (p=0.044). We

also accept hypothesis 1c that different s

company depicts the different level of importance

financial information. Financial infor '&0

(p=0.000), profit and |
forecasting and budgeti
0

0s

volume-profit analysis (p=
We conclude from t

legal registratio S

the relationship Wlith

level of importance on

financial inform

Table 6: Significance value between independent variables (locatjs, > form %f legal registration, and size) and

importance of financial information

A

Financial Information \/@ =

NLocation Legal Form Size
1. Balance Sheet O 0.451 0.401 0.000*
2. Statement of Profit and Loss @) 0.448 0.084* 0.012*
3. Statement of cash flow /\O 0.942 0.303 0.284
4. Statement of change in financial positigeay, 0.529 0.933 0.519
5. Bank statement PN 0.719 0.044* 0.251
6. Financial forecasting and budgeting-(© 0.384 0.137 0.000"
7. Financial ratio analysis & 0.977 0.597 0.692
8. Break even analysis A%Qy 0.840 0.115 0.583
9. Cost-volume-profit analysi () 0.189 0.427 0.030*
10. Published industr" S i %tion and trends 0.609 0.927 0.625

68
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importance of purpose of financial information preparation

Purpose
Location
1. For the sole purpose of tax preparation 0.221
2. Assess the profitability and other financial status 0.621
3. Measure business growth or performance 0.230
4. Planning future operations 0.740
5. For capital budgeting decision 0.005*

Table 7 presented the results of the test of
hypotheses 2a, 2b and 2c. From the significance
values we could accept hypothesis 2a that different
location depicts the different purpose of financial
information preparation because significance of
capital budgeting decision (p=0.005). Hypothesis
testing for h2b is rejected. This means that there is

gfial accounts. The results

level of per AN
(oD

show that diffe ition depicts the different level
of importa

(h This implied that enterprises that are

utility of periodic managerial

erging markets may be less concern with

gnh, hence, are more likely not to utilize

e
ma crial account (p=0.089). We could also accept

no relation between business form of Ie3b. For enterprises which are differed in their legal

registration and purpose of financial information

orm, the utilizations of periodic managerial accounts

preparation (p>0.10 for all items). For the test of théD are also differed. The important levels appeared

relationship between size of an enterpris@voel
of importance of purpose of financi orwmation
preparation (h2c), we found tharises with
different size depict the different pof financial

exurpose of financial
% mportance level

ong enterprises with

information preparation. Th
information preparation of

were perceived differen

Un 3 adun 8 Sud1Au 2550

differently in enterprises where owners/managers are
members of accounting profession (p=0.065) and
enterprises that having the external accountants as
the main sources of advice seem to put less concern
of these periodic management accounts (p=0.088).
Next we tested the h3c. The result came out that we
rejected h3c which indicates that there is no relation
between size of SMEs and level of importance on
utility of periodic managerial accounts (p > 0.10 for

all items).
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Table 8: Significance value between independent variables (location, form of legal registration, and size &.

importance of utility of periodic managerial accounts \
Utility of periodic managerial accounts
Location
1. Companies that are in niche emerging markets may be less 0.089*
concern with competition, hence, are more likely not to utilize
managerial account
2. Companies with larger turnovers are likely to find periodic 0.998
managerial accounts useful
3. Owners/managers are members of accounting profession would 0.285 é\% 0.065* 0.612
encourage the using of periodic managerial accounts 7 = N >
4. Companies having the external accountants as the main sources 0522 (© 0.088* 0.367
of advice seem to put less concern of these periodic management %
accounts (\&f\

4.5 The test of relationship between the SMEs’ infor%%o .g. financial ratio analysis (p=0.074)
profile and their practice in preparation and ignificance of break even analysis (p=0.030).
utilization of financial information represents the differences of groups of age.
To test the hypotheses (h4a, h4b, h4c) werding to table 9, different age of company

employed the Analysis of Variance or ANOVA which Qepicts the different level of importance on financial

will allow us to test the difference between 2 @O information. There is difference between less than 1

S

means. The Least Significant Difference year SMEs and more than 5 years SMEs on level of

t-tests to perform all pairwise compaetween importance on financial ratio analysis because
group means. No adjustment is made={o~ne error significance value (p=0.040). All groups of age are

rate for multiple comparisons. (SFxS.Inc., 2004) different between each group for level of importance

The test outcome determi

accept hda because signifi C@’

analysis (p=0.074) anoe of break even that we can rejected the hypothesis because there is

arch can conclude that no significant value less than 0.10 (p>0.10) (see

at we could on break even analysis.

of financial ratio Concerning hypothesis 4b, the test indicated

0

analysis (p=0.030). Tha.r

different age of ¢ depicts the different level Table 10). From these results, the research can
of importanc

financial rna ysis and break even analysis. enterprises and purpose of financial information

ancial information which is conclude that is no relation between age of

o7 two differences in the relationship  preparation.

betiea of company and importance of financial
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Table 9: The Significance value in the relationship between age of company and importance of finan
(oggi S)

information
N WV
Dependent Variable (I) Age (J) Age Mean Difference (I-J)
Financial ratio analysis 1-5 years
<1 year
>5 years
<1 year
1-5 years
>5 years
<1 year . 5
>5 years
1-5 years 0,7 0.084
Break even analysis 1-5 years 0.012*
<1 year ®
>5 years (7/\1 0.080*
<1 year ﬁ‘%oo 0.012*
1-5 years
>5 years 0)-0.725 0.084*
<1 yg\{\ -1.275 0.080*
>5 years
1-5 @ 0.725 0.084*
®

Table 10:The significance value between age of busin(ss

O

preparation. m

importance of purpose of financial information

Purpose o Sig.
1. For the sole purpose of tax preparation /\ © 0.665
2. Assess the profitability and other finapﬁqj\\g@s\] 0.976
3. Measure business growth or perforzaance 0.279
4. Planning future operations o) 0.828
5. For capital budgeting decisi% 0.642

O

Finally, h4c was te g@osignificance values
from the test sh e could accepted the
hypothesis bec%ignificance of owners/
managers w members of accounting
profession @encourage the using of periodic
manageg<haccounts (p=0.046). Moreover, the
.esting indicated that there is one

e in the relationship between age of

company and importance of reason to utilization of

periodic managerial accounts which is owners/

managers who are members of accounting

profession would encourage the using of periodic

managerial accounts. Table 11 represents the

differences of groups of age. From table 11, there

are two differences in the relationship between age

of company and level importance of owners/

n
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Table 11:The Significance value among the relationship between age of company and importance of util@f

periodic managerial accounts

Dependent Variable (I) Age (J) Age Mean Difference (I-J)
Owners/managers are members of 1-5 years -1.267
) ) <1 year
accounting profession would >5 years
encourage the using of periodic <1 years
. 1-5 years
managerial accounts >5 years
<1 years
>5 years
1-5 years

managers who are members of accounting
profession would encourage the using of periodic
managerial accounts which are less than 1 year and
1-5 years (Sig. = 0.038), and less than 1 year and
more than 5 years (Sig. = 0.014).

5. Conclusion

From our research results, we have found that
there are several notable observations regarding the
utilization of financial information.

For the preparation of the information, it e
that most SMEs in Thailand prepare { n
financial information using internunting
experience rather than externallyred. In

addition, our study have found tk

reason for preparing financial Aafex=2ation i
preparation although it is - that accounting

and financial infor tie important to all

the most cited

businesses in or utilize in financial
management, degi making, and operation
through vario rts (balance sheet, income

statement,

ratio ;

12

®

This result of financial information

deem most impasiant fd€them are those required by

Revenue De a Therefore, the top three most
ﬁan Qb

important{jianciayinformation included those belong

to finar(cic counts rather than management
ch are statement of profit and loss,

acc%
me t of cash flow, and balance sheet.

%rtheless, bank statement which is considered

as=external financial information was ranked in the

Qorth place. This coincides with Chittenden

(Chittenden, et. al., 1980) that SMEs monitor their
cash position closely in order to maintain good
relationship with banks as their lenders.

It is found in this study that how SMEs view the
level of importance in utilization of financial
information for management is influenced by the
type of organization, i.e. company limited or
partnership limited. Additionally, most respondents
have the opinion that companies with larger
turnovers are likely to find periodic managerial
accounts useful and it is the most importance reason
for utilization of financial information for

management.
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The research depicts no uniqueness in the
relationship between each enterprises profile which
are location (Bangkok or other provinces), age (less
than 1 year, 1-5 years, more than 5 years), business
form of legal registration (Company limited or
partnership limited), and size (Small or medium
according to number of employees) and the types,
purpose for preparation, and utilities of managerial
account of financial information.

Therefore, it could be concluded here that
owners/managers of Thai SMEs never overlooked
the process in obtaining data and preparing financial
reports. On the other hand they realized that
financial information are so important to them in
order to utilize in financial management, decision
making, and operation. If they were wrongly

recorded the report produced would be meaningless

business decisions.
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