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CHAPTER 1: INTRODUCTION

1.1 INTRODUCTION

This chapter is organized into six sections. The first section describes briefly the
background of Small and Medium-sized Enterprises (SMEs) and the role of Management
Accounting Practices (MAPs) in the management of all SMEs. Section two discusses the
problem statement followed by the objectives of the study and research questions. Next the
scope and significance of this study is explained. This chapter ends with the specification of

the organization of the dissertation.

1.2 BACKGROUND OF THE STUDY

In Malaysia, National SME Development Council (NSDC) (2005) defines small and
medium enterprise as a small and medium enterprise in manufacturing that includes agro-
based and manufacturing-related services, and is an enterprise with full-time employees not
exceeding 150 or with annual sales turnover not exceeding RM25 million. However, due to
several developments in the Malaysian economy such as the price inflation and also changes
in business trends, a new definition of SMEs was endorsed at the 14" NSDC Meeting in
July 2012 (NSDC, 2013). An enterprise is deemed as a SME if it meets either one of the two
specified criteria, known as the sales turnover and full-time employees, in whichever is

lower.

Small and medium enterprises (SMEs) make up the vast majority of the business
population in most countries in the world, thus constituting a vital force in modern
information-based economies (Mitchell and Reid, 2000). In Malaysia, the population of

SMEs is approximately 99 per cent of Malaysian businesses (SME Corporation, 2011).



