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A B S T R A C T 

This study utilizes the contingency theory approach to investigate the contingent 
relationships between change of several contextual factors (intensity of competition, 
business strategy, information technology and national culture) and change in 
adoption and use of management control systems (MCS) among small and medium-
size firms during the pre and post-privatization periods in the Libyan context. It also 
investigates the relationship between change in adoption and use of MCS and change 
in firm performance. This study also seeks to develop a wider and more 
comprehensive view of adoption and use of MCS among small and medium size 
firms. This study fills the gap between theory and practices of MCS by testing the 
change in adoption and use of MCS over time, pre and post-privatization. To achieve 
the objectives, the study employed the mixed method. First, quantitative data were 
collected through a survey during which 178 managers (81% response rate) answered 
a questionnaire. Next, qualitative data were obtained from 19 managers in two case 
studies for insights into how and why MCS has changed. 
The findings revealed that there was a change in the adoption and use of MCS, pre 
and post-privatization, and the highest rate of adoption and use of MCS post-
privatization was in the financial and planning sub-system, suggesting that traditional 
financial accounting and budgeting have a strong position in small and medium-size 
firms. To examine the relationship between change in the business environment and 
change in the adoption and use of MCS, six hypotheses were tested. Four hypotheses 
were supported, and two rejected. Therefore, the change in the adoption and use of 
MCS are associated with the effect of change in several factors related to intensity of 
competition, change in business strategy and change in IT. The results also imply that 
there is a relationship between change in the adoption and use of MCS and change in 
firm performance. Data were collected through interviews with managers supported 
the results that emerged from the quantitative study. The finding contribute to the 
body of management control system knowledge by identifying change in adoption 
and use of MCS among small and medium size firms and investigating the 
relationship between adoption and use of MCS and firm performance. 
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CHAPTER ONE 

INRODUCTION 

1.1 INTRODUCTION 
r 

The purpose of this chapter is to provide an overview of the study. This chapter 

begins with the background to tlje study. This is followed by a discussion of the 

research problem and the presentation of the research questions and research 

objectives. It also highlights the significance and contributions of the study, defines 

terms and ends with a description of the organization of the chapters of the study. 

1.2 BACKGROUND OF THE STUDY 

The importance of management control systems (MCS) to organizations resides 

in their role in providing information for planning, controlling, evaluating 

performance, developing and improving competitive strategies and making decisions. 

In business firms, management control systems play a critical role, as they provide an 

instrument to survive in an era of environmental uncertainty. Both internal and 

external environmental changes can have a great impact on the nature of business 

today and consequently on MCS 

The term, "Management Control System" (MCS) has been defined as a system 

which gathers and uses information to evaluate the performance of different 

organizational resources like human, physical, financial, and also the organization as a 

whole considering the organizational strategies (Otley, 1994). 

the context of small and medium-sized firms (SMEs), accounting 

information is important as it can help the firms manage their short-term 

problems in vital areas like cash flow, expenditure and costing, as well as by 

providing information to support monitoring and control (Son & Pru, 2006). 

Accounting information is also useful for firms operating in a dynamic and 

competitive environment as it can help them integrate operational initiatives 
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