
      

    ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES 

ISSN 2345-0282 (online) http://jssidoi.org/jesi/ 

                   2019 Volume 7 Number 1 (September) 

   http://doi.org/10.9770/jesi.2019.7.1(16) 

                   
              Publisher 
http://jssidoi.org/esc/home 

       

201 

 

IMPLEMENTATION OF INTERNAL CONTROLS AND THE SUSTAINABILITY OF SMEs IN 

HARARE IN ZIMBABWE 

 

Makomborero Bure ¹, Robertson K. Tengeh ² 
 

1,2 Faculty of Business and Management Sciences, Cape Penisula University of Technology, 

South Africa 

E-mails: 1 mbure7@gmail.com; 2 tengehr@cput.ac.za   

   

 

Received 15 March 2019; accepted 18 June 2019; published 30 September 2019 

  

 
Abstract Inspired by the assertion that preventative measures can prevent the failure of business enterprises, this paper sought to determine 

the types of internal controls and the degree to which SMEs implemented them in the central business district of Harare in Zimbabwe. By 

completing semi-structured questionnaires, the 135 respondents generated the quantitative data, which was analysed utilising Version 25 of 

the Statistical Package for the Social Sciences (SPSS) software. The results revealed that the conventional internal controls which are 

customary in larger business enterprises were either absent or not adequately implemented in the SMEs. A cross-gender comparison 

suggested that female-led SMEs were more likely to implement internal control systems than their male counterparts. By empirically 

justifying the need for internal control systems in SMEs, this paper contributes to both theory and practice, by reaffirming the effectiveness 

of internal controls and emphasising how their effective implementation can increase the sustainability of this business cohort.   
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1. Introduction and background 

Although small and medium-sized enterprises (SMEs) play a crucial role in the growth of most economies, their 

sustainability is often adversely affected by factors that contribute to their demise within the first few years after 

being established (Kemp et al., 2015; Nyathi et al., 2018). This becomes a cause of concern for countries with a 

high proportion of SMEs (Akingbade, Aliu, Elegunde, Ogundele &, Saka 2013). The many reasons for the failure 

of SMEs include a typical lack of awareness of the inherent risks that are associated with operating a business and 

effective strategies to circumvent them. 
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Irrespective of their sizes, all businesses are required to contend with a range of risks, which can be conveniently 

narrowed down to financial, operational, and technological risks. If not adequately managed, the risks are likely to 

influence the attainment of organisational goals adversely. Chimombe and Makochekanwa (2017) believe that the 

lack of capability to manage risks effectively compromises the sustainability of SMEs. Conversely, the chances of 

survival of SMEs will improve significantly through the effective management of risks, if appropriate internal 

controls are well-designed and implemented, the viability of the findings of studies such as the one that was 

conducted by, Gachoka, Aduda, Kaijage, and Okiro (2018) suggest that without internal controls, SMEs are 

bound to fail. By contrast, Eshima and Anderson (2017) maintain that the empirical evidence to support positive 

correlations between the implementation of internal controls and the sustainability of SMEs is limited. This 

perhaps justifies the need for more empirical studies.  

Besides enriching the literature, Stone (2016) and Othman and Ali (2014) asset that the damage often done to both 

profits and the sustainability of businesses by the absence of internal control mechanisms or the ineffective 

implementation of them is immense and worth concerted intervention. Among the inevitable consequences are 

inefficiency, fraud, mismanagement, a loss of client assurance, and a loss of customers. Small businesses appear 

to be particularly prone to encounter losses in these respects, as the findings of the global fraud study of the 

Association of Certified Fraud Examiners (ACFE) of 2016 revealed that only 38% of small businesses had 

internal control departments, while the percentage for large companies stood at 88.3% (ACFE, 2016; Stone, 

2016).  

Even though SMEs are numerically predominant and the most vulnerable contributors to the economies of many 

countries, most research on the role that internal controls play in the sustainability of business organisations have 

tended to be mostly concerned with sizeable organisations. Even so, most of the relatively few studies of internal 

controls and sustainability in SMEs have focused on developed countries, with studies such as those of Adenyi 

and Adeniran (2017) being notable exceptions. Consequently, this research paper was prompted by the need to 

determine the influence of internal controls on the sustainability of SMEs in developing countries, with a 

particular emphasis accorded to Harare in Zimbabwe.  

 

2. Literature review 

 

2.1 Classification and significance of SMEs  

Although definitions of SMEs tend to vary, defining characteristics in South Africa include the number of 

employees who are employed by individual organisations, turnover, and gross assets (South Africa, 1996). In 

Zimbabwe, SMEs are classified as enterprises which are staffed by not more than 100 employees. In many cases, 

crucial elements of the definitions of SMEs concern the roles which they play in the economies of their countries.  

SMEs make significant contributions to the economic growth of developing countries (Matamanda & Chidoko, 

2017).  

 

In Zimbabwe, the SME sector contributes more than 60% to the national GDP and employs an estimated 5.8 

million people. Small businesses also make significant contributions to combating poverty, by reducing 

unemployment and improving living standards. As Berger, Bouwman, & Kim (2017) explain, in many cases 

SMEs provide opportunities for employment to people who would not be considered to be employable by larger 

corporations. SMEs are also widely acknowledged to be at the forefront of innovative practices (Bos‐Brouwers, 

2010), as the close and personal interactions which their employees have with consumers enable them to develop 

a good understanding of their needs through direct personal experience (Khalifa & Saad, 2017). In Zimbabwe, it 

is often customary for innovative workers to prefer to work in smaller businesses than in large organisations 

(Cohen, 2017). 
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SMEs play a particularly vital role in the economy of Zimbabwe owing to their ability to repackage bulk 

purchases from distributors in quantities which are affordable to poor consumers who cannot afford to buy in 

bulk (Makochekanwa and Chimombe, 2017; Manaye, 2018). In many cases, SMEs are more capable of adapting 

to changing economic climates than their larger counterparts in the formal sectors of their countries. The 

emphasis which many SMEs place upon relationships with customers is evident from the findings of studies 

which have revealed that the loyalty of local customers is often not deterred even during economic crises (Kumar 

& Kumar Singh, 2017). The findings could suggest that SMEs are likely to display resilience during times of 

economic hardship. In the case of Zimbabwe during the 2008 global recession and local economic meltdown, 

SMEs played a significant role in helping to keep the economy afloat (Matamanda & Chidoko, 2017). Noko 

(2011) attributes the resilience of SMEs in Zimbabwe to the deftness with which they have been able to adapt to 

ever-changing government policies.  

 

Güzel, Sağ, and Sezen (2016) argue that SMEs do not always stay small and that the majority of the corporations 

started as SMEs. Furthermore, SMEs which evolve into large corporations tend to remain in the communities in 

which they were first established (Seidl, Baumgarten, Beaumont, & Erskine, 2017). Choi, Lee, and Sonu (2013) 

emphasise that if the headquarters of large corporations remain in the communities in which they were 

established as SMEs, they invariably provide much-needed employment, which, in turn, stimulates local 

economies. 

 

2.2 Sustainability and SMEs 

As the meaning of the term ‘sustainability' is to a large extent dependent upon the contexts in which it is used, a 

plethora of different definitions can be applied to it. In the context of the management of businesses, both Dyllick 

and Hockerts (2002) and Perrini and Tencati (2006) characterise sustainability in terms of the capacity of 

business organisations to continue to operate over long periods, owing to the durability of the relationships which 

exist with relevant stakeholders. From a similar standpoint, Bruwer and Coetzee (2016) maintain that the crucial 

factors which determine sustainability pertain to resources and stakeholders. The overarching thrust of all of the 

assessments which have been made in this discussion is that sustainability is a concept which refers to a crucial 

criterion for the success of all business organisations.  

 

Consequently, the rates at which small businesses continue to fail within the early stages of their operations make 

it imperative to conduct empirical studies to identify the principal factors which preclude the majority from 

surviving beyond their formative years. The respective estimates of Cohen, McKay, and Wolfe, (2017) and 

Kemp et al. (2015) are that 75% and 70%, respectively, of SMEs, fail within five years of having been 

established.   

 

2.2.1 Measures of sustainability 

Irrespective of the criteria which are used to assess corporate sustainability, researchers tend to agree that 

measuring sustainability represents a crucial step towards reaching a consensus concerning how it may be 

optimally achieved (Lee & Saen, 2012; Ozdemir et al. 2011). As qualitative procedures are usually used to 

measure sustainability, they are often time-consuming, costly, and dependent upon expertise. Consequently, 

although large organisations may have the resources to implement them, in many cases they are likely to be 

beyond the means of SMEs.  

 

To understand how internal controls influence sustainability, not only is there a need for a definition and 

understanding of the concept of sustainability, but due consideration also needs to be given to how it is measured. 

The existence of many different interpretations of sustainability implies that there are several different facets of 

sustainability and the possibility of diversity concerning the optimal methods for measuring each type of 

sustainability. At present many different predetermined measures of social, economic, and environmental 
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sustainability are used to determine whether enterprises are sustainable or not. Although the researcher does not 

wish to question the relevance or validity of the measures, it is also pertinent to point out that the use of 

predetermined measures could serve to preclude researchers from applying and assessing the relevance and 

validity of non-standard measures of sustainability, such as cultural sustainability. Although the social, 

environmental, and economic pillars upon which the concept of sustainability rests at present (Bos-Brouwers, 

2010) are duly acknowledged, this paper is mainly concerned with cultural stability. 

 

2.2.2 Economic sustainability 

Although economic sustainability refers to the ability of enterprises to continue their operations profitably, 

profitability is not the only measure of economic sustainability. Other measures include the ability to withstand 

economic turbulence and the ability to recover from severe economic setbacks (Grimm, Hofstetter & Sarkis, 

2016). In the context of this study, economic sustainability was of particular significance, as SMEs in Zimbabwe 

have been obliged to operate in an ailing economy for nearly two decades.  

 

Since early 2000, the economy of Zimbabwe has undergone several reverses, collapses, and partial recoveries, all 

of which have influenced the sustainability of SMEs. From 2000 to the year in which this study was conducted 

(2017), SMEs have been affected by several developments at the macroeconomic level, most of which have had 

negative consequences. Among the measures to which the government resorted were the introduction of bearer 

cheques and dollarisation. Bearer cheques were introduced as an emergency measure and entailed replacing 

banknotes with cheques which were payable to bearers before particular expiry dates, while dollarisation saw the 

Zimbabwe dollar being replaced with the US dollar (Pilosoff, 2009). Subsequently, the Reserve Bank of 

Zimbabwe (RBZ) introduced bond notes, a new form of currency, to replace the US dollar. As those SMEs which 

have managed to survive the turbulent economic conditions which have plagued Zimbabwe since 2000 should be 

considered to be economically sustainable, for this study, sustainability is measured following the number of 

years for which individual SMEs have continued to operate profitably.  

 

2.3 Drivers of sustainability 

The sustainability of business organisations is influenced by both internal and external factors, with the former 

playing a crucial role (Lozano, 2015). Among the most significant internal drivers of sustainability are 

leadership, management styles, and internal control systems. Although this paper is primarily concerned with 

internal drivers, specifically the role of internal controls, it is necessary to provide an overview of external 

drivers, particularly concerning the sociopolitical and economic environments in which SMEs are required to 

operate in Zimbabwe.  

 

2.3.1 External drivers: Sociopolitical and economic environments in Zimbabwe 

Although dire sociopolitical and economic circumstances in Zimbabwe have militated against the successful 

operation of businesses, the consequences have been varied, in that many SMEs have thrived while others have 

collapsed (Mugobo & Wakeham, 2014). Many lessons can be drawn from both phenomena. The period from the 

time during which the study was conducted to the present has witnessed a further deterioration of economic 

conditions in Zimbabwe. The government responded by abolishing the Zimbabwe dollar in 2008 and adopting 

the US dollar as the official currency of the country, although the issuing of bond notes which were considered to 

be on a par with US dollars subsequently resulted in shortages of cash. Zimbabweans also preferred actual US 

dollars to the local bond notes, as they perceived them to be of higher value (Makanyeza & Mutambayashata, 

2018). 

 

As SMEs do not operate in a vacuum but instead depend to a large extent upon the success of the economies in 

which they operate, it is crucial that external factors which drive sustainability should be appropriately taken into 

account. In the case of Zimbabwe, shortages of cash at the national level inevitably precipitate internal problems, 

such as the theft of money or the abuse of resources. In addition to the sociopolitical factors which impede the 
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successful functioning of business organisations, the Zimbabwean economy is mired in a multitude of regulations 

which also have adverse implications for their sustainability. A case in point is provided by the gazetting of 

Statutory Instrument 64 to limit the spending of consumers on imported luxury goods. 

 

2.3.2 Financial resources  

According to Navare and Handley-Schachler (2017), SMEs in Zimbabwe tend to be characterised by low 

capitalisation and to depend mainly upon the financial resources of their owners. Conversely, as Khalifa and Saad 

(2017) explain, the financial resources which are available to enterprises contribute significantly to their 

sustainability because they determine their capacities in respects such as hiring employees, acquiring assets, and 

obtaining financial assistance in the form of loans. Dach and Allmendinger (2014) maintain that although in 

some instances SMEs can thrive with limited financial resources, they are nonetheless at a higher risk of failing 

due to unexpected setbacks than those with significant access to financial resources.  

 

Although the sustainability of business organisations requires substantial investment, SMEs are often at a distinct 

disadvantage, owing to a lack of financial resources (Nobanee & Ellili, 2016). Gandhi, Sachdeva and Gupta 

(2018) maintain that in many cases SMEs lack human capital, in that their limited financial resources often 

preclude them from attracting suitably qualified personnel to ensure their sustainability. During the period of 

dollarisation, the country underwent a crisis concerning liquidity, which resulted in severe shortages of cash and 

further compromised the sustainability of SMEs as a direct consequence. Although the local currency was 

discarded in favour of the US dollar, other currencies such as the South African Rand and the Botswana Pula 

were also used. 

 

Mabhungu (2011) explains that the government of Zimbabwe adopted the US dollar and introduced a multi-

currency system to curb the rampant hyperinflation which had ravaged the economy of the country until 2009. As 

Bhatasara, Chiweshe, and Helliker, (2018) point out, most SMEs in Zimbabwe are obliged to use manual systems 

and effectively precluded from having access to electronic payment systems which medium-sized and large 

enterprises usually have. Not only do they lack the ability to invest the substantial amounts of capital which are 

needed to acquire efficient electronic systems, but they typically require the knowledge and experience which are 

necessary to fulfil the legal requirements with which they need to comply to operate them.  

 

2.3.3 Competition  

The capacity of SMEs to continue their operations is threatened by the great competition which they face from 

many different sources (Papazov & Mihaylova, 2014). SMEs in many different industries in Zimbabwe are 

operating in direct competition with larger established enterprises in the country, and their markets have been 

further diluted by the importation of cheap goods from countries such as China and Dubai. Consequently, SMEs 

which rely extensively on local products or are unable to import competitively priced goods are likely to find 

themselves in an untenable position (Ayandibu & Houghton, 2017). The growth of sales which are transacted 

through the internet, in the form of either e-commerce or social commerce, has supplied yet another source of 

competition (Rahayu & Day, 2017). The combined effects of global economic crises, local economic upheavals, 

and the dramatically changing methods of transacting sales all have adverse implications for the sustainability of 

SMEs in Zimbabwe. Kusi-Sarpong, Gupta and Sarkis (2018) explain that the highly competitive and rapidly 

changing global business environment makes innovative practices both expensive and risky for all business 

organisations, including SMEs.  

 

2.3.4 Internal drivers of sustainability  

Batista and Francisco (2018) maintain that establishing corporate governance frameworks within business 

enterprises provides a crucial means of increasing their sustainability, while Choi, Lee, and Sonu (2013) 

emphasise that internal controls are essential to the sustainability of business enterprises. Although corporate 
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governance and internal controls tend to be associated more with larger companies than SMEs, internal controls 

can significantly increase the sustainability of SMEs.  

 

The internal controls which business enterprises can employ fall into three principal categories, namely, 

detective, preventative, and corrective. Although the different types of internal controls are used for various 

purposes, all contribute to achieving the objectives of individual business organisations (Germann & Manasseh, 

2017). Werner and Gehrke (2018) contend that SMEs often lack adequate financial or human resources to 

implement the full spectrum of internal controls and that in many cases, the organisational structure of SMEs 

may preclude them from doing so. By contrast, Aduda et al. (2018) maintain that even SMEs whose resources 

are extremely slender can implement their controls to achieve their organisational objectives. Apart from the 

complex external factors which affect the sustainability of SMEs, their sustainability is also influenced by many 

internal factors such as corporate culture, the availability of financial and non-financial resources, and approaches 

and attitudes to management. Although SMEs may be obliged to devise and implement their internal controls, 

there is ample evidence to confirm that the sustainability of all business enterprises is determined, to a large 

extent, by their ability to develop and implement appropriate internal controls (Werner & Gehrke, 2018). The 

unique internal control practices, which are generated by SMEs in the absence of the financial and non-financial 

resources which many medium-sized and large business organisations have at their disposal, have tended to be 

overlooked by many studies which have been conducted to date.  

 

2.4 Internal Controls and SMEs 

Internal controls are developed and implemented to ensure the effectiveness and efficiency of the operations of 

business organisations, responsible financial reporting, and compliance with appropriate laws and regulations 

(Kaya, 2018; Committee of Sponsoring Organisations of the Treadway Commission (COSO), 2017). The 

findings of numerous studies confirm that internal controls have been used in business organisations to promote 

their sustainability Khalifa and Saad (2017); Kaya and Masetti (2018); COSO, 2017). 

 

2.4.1 Factors which influence the efficacy of internal controls  

The many categories of risks to which SMEs are exposed need to be effectively minimised if they are to achieve 

their goals (Navare & Handley-Schachler, 2017). Germann and Manasseh (2017) suggest that internal controls 

are designed to help enterprises achieve their objectives through the mitigation and elimination of potential risks, 

although Gachoka et al. (2018) point out that SMEs very often cannot implement the internal controls which are 

used by larger enterprises. According to Ge, Koester, and McVay (2017), an essential difference between SMEs 

and large corporations is articulated by the trend for the latter to be sufficiently well-resourced and positioned to 

develop and implement internal controls.  

 

2.4.1.1 Governance and leadership  

As the owners of SMEs often play an active role in all of the operations of their businesses, they are usually able 

to ensure that the activities are carried out per their standards and expectations. Consequently, the management of 

SMEs by their owners usually entails a style of leadership in which there is no separation between ownership and 

control (Fernández & Nieto, 2006). 

 

Werner and Gehrke (2018) emphasise that internal controls need to be developed in a proper manner which 

facilitates their adoption and implementation. Accordingly, those tasked with the implementation of the internal 

controls in organisations need to be thoroughly conversant with the internal controls which have been developed 

(Park, Matkin, & Marlowe, 2017). In addition, it needs to be acknowledged that the ultimate effectiveness and 

efficiency of a system of internal controls requires the internal controls to be the responsibility of all employees, 

from the members of the management of organisations who design and monitor their implementation to the 

members of staff who carry out the various control procedures (Germann & Manasseh, 2017). 
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2.4.2 Types of internal controls  

Categories of internal controls are devised to perform different tasks. In this study, the classes of internal controls 

which are advanced by Olamide and Anastasia (2018) are used, namely, preventative, detective, and corrective 

controls. The latter are also known as compensating controls. Bruwer and Coetzee (2016) maintain that the 

presence or absence of each set of controls exerts a different influence upon the sustainability of SMEs.  

 

2.4.2.1 Preventative controls 

Aduda et al. (2018) explain that preventative controls are mechanisms, which are used to prevent undesirable 

consequences such as theft from occurring. Navare and Handley-Schachler (2017) maintain that preventative 

internal controls play a crucial role in ensuring the fluidity of business processes that, if they were to be impeded 

in any way, would prevent SMEs from attaining their operational objectives. 

 

2.4.2.2 Detective controls  

In certain instances, preventative controls in themselves may not be sufficient to safeguard the assets of SMEs 

and prevent losses and risks from undermining the success of their operations. The function of detective controls 

is to detect threats before the undesirable consequences of them occur (Germann & Manasseh, 2017).   

Park et al. (2017) characterise detective controls as constituting the second line of defence after preventative 

controls. Conversely, Werner and Gehrke (2018) maintain that sufficiently effective and efficient preventative 

controls should ensure that the first line of defence eliminates risks. Detective controls can be employed for many 

purposes, such as quality control, legal compliance, and preventing and detecting instances of fraud (Gachoka, et 

al. 2018). 

 

2.4.2.3 Corrective controls  
Corrective controls play an equally vital role as those of preventative and corrective controls and enable 

organisations to limit the effects of damage which has occurred as far as possible  (Ge et al., 2017). 

Consequently, it is imperative for business organisations to have appropriate policies and procedures to guide the 

implementation of corrective controls, which could take the form of issuing warnings to members of staff or even 

instituting procedures for dismissal in cases of dishonest conduct or gross negligence.  

Effective corrective controls should ensure that business organisations can back up their stored data and have the 

luxury of restoring the functionality of systems in the event of unforeseen setbacks. As Haddow, Bullock, and 

Coppola (2017) argue that corrective controls can also take the form of a disaster management plan, which details 

the procedures, which should be followed before, during, and after the occurrence of a disaster or emergency. 

 

Haddow et al. (2017) maintain that for a disaster management plan to be effective, it should be comprehensively 

documented in clear terms and easily implemented if and when unforeseen circumstances arise. A disaster 

management plan is corrective, in that it can provide the means to back up crucial information, such as 

information about debtors or creditors. The ability to plan for contingencies enables enterprises to remain afloat 

in times of crises by paying its creditors and ensuring that debtors pay them. Manufacturing enterprises are also 

able to back up vital information concerning the procedures and processes through which their products are 

manufactured. Also, Ge et al. (2017) characterise insurance as a corrective control. 

 

2.5 Factors which discourage the comprehensive implementation of internal controls in SMEs  

Werner and Gehrke (2018) emphasise the crucial role, which internal controls play in the operations of 

businesses and also acknowledge that many factors deter SMEs from formulating and implementing them. As it 

has already been explained, although many SMEs are unable to afford the controls, which are utilised by larger 

enterprises, they are often able to tailor practices to their specific needs concerning managing risks. Conversely, 

as Park et al. (2017) point out, the factors that make the practices difficult for SMEs to implement are similar to 

those, which affect larger enterprises concerning internal controls. The elements are discussed in the sections, 

which follow.  
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2.5.1 Cost 

Cost represents one of the most significant factors that discourage SMEs from developing and implementing 

internal controls (Manaye, 2013). Many SMEs are unable to secure sufficient funds to cover internal controls 

such as security features, control systems, digital systems, and other related facilities. Also, many lack the human 

capital that is needed to design and implement them.   

 

2.5.2 Attitudes and knowledge  

Navare and Handley-Schachler (2017) found that the owners of the SMEs that they studied tended to perceive 

internal controls as being necessary for larger organisations than their own and in many cases to have little 

relevance to the nature of their businesses. They also found that many of the owners were unwilling to change 

their approaches to the running of their companies, even in the face of the dramatic changes, which continue to 

redefine how business is conducted in the 21st century. 

 

2.5.3 Separation of duties  

Amroune et al. (2017) observe that although large corporations can spread the carrying out of crucial functions 

among large numbers of employees, SMEs often lack the human resources to do so. According to Nyathi et al. 

(2018), it is usually not considered extraordinary for a single employee in an SME to be responsible for 

performing several different tasks in crucial procedures. Failing to segregate duties and responsibilities inevitably 

results in increased exposure to the risk of errors and instances of fraud. In addition, it is also common for the 

owners of SMEs to be reluctant to delegate the performing of crucial tasks to members of their staffs, as they 

tend to believe that they maintain control over their businesses by performing the work themselves.  

Ge et al. (2017) maintain that assigning responsibilities such as authorising transactions, keeping records, 

reconciliations of accounts, and custody of the assets of organisations to different employees increases the 

effectiveness and efficiency of internal controls. They also emphasise that individual employees should be 

assigned specific responsibilities, which should preferably be defined in a manner which provides appropriate 

orientation concerning their duties. According to Nyathi et al. (2018), the assignment of specific duties within 

holistic business practices to different, suitably qualified employees contributes significantly to the mitigation of 

risks.  

 

3. Research design  

 

Grounded on studies such as Bachman and Schutt, (2017) and Tomsic, Bojnec, and Simcic (2015), this paper 

adopted a quantitive approach to data collection and analysis. 

 

3.1 Research population, sampling technique, and sample size  

Cohen (2017) characterises a research population as an aggregation of elements from which a particular 

researcher wishes to make deductions. To Qin (2017), a target population alludes to a group of people or objects 

from which the data for a study is was derived and to which the findings of the study will apply. The target 

population for this study consisted of all of the SMEs that operated in the central business district (CBD) of 

Harare in Zimbabwe at the time of the study.  

 

The stratified random sampling technique was employed to select the respondents for this study. As this method 

gave every SME the likelihood of being selected, it also ensured that the sample was an accurate reflection of the 

industries (Mac Lane, 2013).  

 

The research sample comprised of 100 SMEs that were still operating and 35, which had ceased to function. As 

the size of the sample was significantly more than the recommended minimum of 30 for a quantitative survey 
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(Eichler, Wu, Cox, Klaus, & Boardman, 2018), one may conclude that it was representation of the target 

population.  

 

3.2 Collection and analysis of the data  

A semi-structured questionnaire was utilised for soliciting quantitative data from the 135 SMEs that either 

operated or had operated in the CBD of Harare. The questionnaires were administerd by the researcher to 

individual entrepreneurs, managers, and owners of shops. The data which the questionnaires generated was 

analysed employing Version 25 of the Statistical Package for the Social Sciences (SPSS) software, and the 

findings were presented in the form of descriptive statistics.  

 

4. Results and discussions  

  

The researcher collected 81 completed questionnaires from the Active SMEs and 24 from the dormant ones. 

Table 1 provides a summary of the distribution of industrial sectors in which the SMEs either operated or had 

operated. 

  
Table 1. Industrial sectors in which the SMEs in the research sample operated or had operated 

 Active SMEs Dormant SMEs 

 Frequency 

Percentag

e Frequency 

Percentage 

 Food and beverages 12 14.8 4 16.7 

 Information and communications technology (ICT) 10 12.3 4 16.7 

 Manufacturing and engineering 14 17.3 4 16.7 

Transport and logistics 15 18.5 4 16.7 

Retail and wholesale 18 22.2 4 16.7 

Services 12 14.8 4 16.7 

Total 81 100.0 24 100.0 

Source: authors 

 

Table 1 demonstrates that the sampling technique that was used enabled all sectors to be adequately represented. 

The food and beverage sector accounted for 14.8% of the active SMEs and 16.7% of the dormant ones, while the 

percentages for the information and communications technology (ICT) sector were 12.3% and 16.7% 

respectively. A further 17.3% of the active SMEs operated in the manufacturing and engineering sector, 18.5% in 

the transport and logistics sector, 22.2% in the retail and wholesale industry, and 14.8% were providers of 

services. It was significant to note that the dormant SMEs were equally represented in each sector, accounting for 

16.7% of the sample of dormant SMEs in each instance. 

 
Table 2. Ownership of the SMEs 

 Active SMES Dormant SMES 

 Frequency Percentage Frequency Percentage 

Family-owned and managed 23 28.4 5 20.8 

Self-owned and managed 26 32.1 7 29.2 

Separate ownership and management 32 39.5 12 50.0 

Total 81 100.0 24 100.0 

Source: authors 

 

Table 2 records that 20.8% of the SMEs that had ceased operating had been owned and managed by families, 

29.2% had been owned and run by single proprietors, and the ownership and management of 50% had been 

separate. The results further highlight that inability to retain key employees contributed to the demise of many 

that the SMEs studied. For instance, managers had resigned and formed businesses in the same lines of trade as 

those in which they worked in many cases.  
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4.1 People responsible for developing and implementing internal controls  

 
Table 3. People responsible for developing and implementing internal controls 

 

 

Source: authors 

 

Table 3 reveals that in 53.1% of the active SMEs the internal controls were developed and implemented by the 

owners, while in 46.9 % the responsibility fell to manager, and in 2.5% no one was responsible for doing so, 

which suggests that in these instances the businesses operated without a clearly articulated set of internal 

controls.  In 70.8% of the dormant SMEs, the internal controls had been developed and implemented by the 

owners, while in 12.5% the managers had been responsible for doing so, and in 16.7 % no one had been 

responsible for doing so. 

 
Table 4. Educational qualifications of people who develop and implement internal controls 

 Active SMEs Dormant SMEs 

Level of educational attainment Frequency Percentage Frequency Percentage 

Primary 14 17.3 5 20.8 

Secondary (O-level) 30 37.0 8 33.0 

High School (A-Level) 5 6.2 4 16.7 

Senior certificate 6 7.4 2 8.3 

Diploma 9 11.1 2 8.3 

Undergraduate degree 8 9.9 2 8.3 

Postgraduate 4 4.9 0 0 

No Education 5 6.2 1 4..2 

Total 81 100.0 24 100.0 

Source: authors 

 

In Table 4 it can be seen that 17.3% of the people who were responsible for developing and implementing 

internal controls in the active SMEs had not progressed beyond primary school, 37.0% had completed secondary 

school, 6.2 % had completed high school, 7.4 % held senior certificates, 11.1 % held diplomas, 9.9 % held 

undergraduate degrees, 4.9 % held postgraduate degrees, and 6.2% had received no formal education. The spread 

of levels of educational attainment was generally similar for the dormant SMEs. The widely varying levels of 

educational attainment tend to support the assessment of Mehralizadeh and Sajady (2006) that practical training 

and experience are as essential to the sustainability of businesses as educational qualifications. 

 

To ascertain how qualifications were spread among the genders, the researcher employed cross tabulation. The 

findings are reflected in Figure 1.  

 

 

 Active SMEs Dormant SMEs 

 Frequency Percentage Frequency Percentage 

Owner 43 53.1 17 70.8 

Manager 38 46.9 3 12.5 

No one 2 2.5 4 16.7 

Total 81 100.0 24 100.0 
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   Figure 1. Cross tabulation of levels of educational attainment and genders of the respondents 

 

Figure 1 illustrates that the levels of educational attainment of the male respondents were generally higher than 

those of the females and that most of the SMEs were either run or had been run by people who did not hold 

tertiary qualifications.   

 

4.2. Manuals and procedures followed in implementing internal controls  

Appropriate manuals provide coherently written guidance to those who are tasked with the implementation of 

internal controls following the policies of individual business organisations. Rahayu and Day (2016) maintain 

that the availability of and adherence to manuals contribute significantly to the sustainability of businesses. Table 

5 provides a summary of the numbers of SMEs, which made use of or had made use of financial, operational, 

marketing, and technological manuals.  

 
Table 5. First set of manuals to guide the implementation of internal controls 

 

 

 

 

 

 

Source: authors 

 

Table 5, notes that 37% of the active SMEs had manuals to guide the implementation of internal controls 

concerning finances, 38.3% had manuals to guide operations, 37% to guide marketing, and 35.8% to guide the 

use of technology. For the dormant SMEs the percentages were 25%, 45.8%, 41.6%, and 12.5% respectively.   

 

Table 6 summarises the numbers of SMEs that either used or had utilised manuals for cost control, income 

regulation, consumer relations and corporate governance. According to Lozano (2015), corporate governance 

represents the heartbeat of any business, and its absence is likely to have extremely negative implications for 

survival. These controls are also crucial to the effective management of the working capital of a business Yadav, 

 Active SMES Dormant SMES 

Item Frequency Percentage Frequency Percentage 

Financial manuals 30 37.0 6 25.0 

Operational manuals 31 38.3 11 45.8 

Marketing manuals 30 37.0 10 41.6 

Technological manuals 29 35.8 11 12.5 
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Jain, Mittal, Panwar, and Sharma (2019) explain that business organisations need to regularly manage their 

working capital to maintain liquidity in their day-to-day operations. Appropriate by policies and working 

manuals provide the basis for the internal controls which need to be applied. 

 
Table 6. Second set of manuals to guide the implementation of internal controls 

 
Source: authors 

 

 

Table 6 indicates that a significant majority of both the active and dormant SMEs prioritised cost controls over 

controls aligned to income regulation, consumer relations, and corporate governance. Among the active SMEs, 

45.7% implemented cost controls, as opposed to 50% of the dormant SMEs. The table also reveals that the 

smallest percentages of both groups implemented controls to ensure optimal levels of corporate governance. This 

finding correlates that noted in  Table 2, which showed that most of the SMEs in the sample were owned and 

managed by families or single proprietors, for whom the concept of corporate governance would be likely to 

appear abstract and irrelevant to the running of their businesses.  

 
Table 7. Cross tabulation of the implementation of the first set of internal controls and gender 

Gender Cost control Income regulation Consumer relations Corporate governance 

 
Yes No Yes No Yes No Yes No 

Male 14% 40% 10% 33% 12% 36% 25% 35% 

Female 36% 11% 28% 28% 23% 28% 38% 2% 

Total 
 

100% 
 

100% 
 

100% 
 

100% 

Source: authors 

 

Table 7 illustrates that internal controls aligned to cost control, income regulation, consumer relations, and 

corporate governance were implemented in significantly more of the SMEs in the sample which was run by 

females than those which were driven by males. The female respondents who comprised 38% of the sample 

implemented controls to ensure effective corporate governance, while those who constituted 2% did not. By 

contrast, the male respondents who comprised 40% of the sample did not implement internal controls on cost 

control, the group which accounted for 33% did not implement internal controls relating to income regulation, 

and that which comprised 36% did not implement internal controls related to corporate governance. Table 8 

summarises the distributions of the genders of the respondents regarding the implementation of financial, 

operational, marketing, and technological controls. 

 

 

 Active SMEs Dormant SMEs 

Item 
 

Frequency 

 

Percentage 

 

Frequency 

 

Percentage 

Cost control 37 45.7 12 50 

Income regulation 25 30.9 9 37.5 

Consumer relations 26 32.1 7 29.1 

Corporate governance 19 23.5 4 16.67 
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Table 8. Cross tabulation of the implementation of the second set of controls and gender 

Gender Financial controls Operational controls Marketing controls Technological 

controls 

 Yes No Yes No Yes No Yes No 

Male 38% 35% 10% 36% 11% 38% 45% 39% 

Female 25% 2% 33% 21% 27% 24% 7% 9% 

  100%  100%  100%  100% 

Source: authors 

 

Although almost all of the female respondents implemented financial controls, their male counterparts were 

relatively evenly distributed, in that 38% of the sample achieved the controls, while 35% did not. The female 

respondents also represented significantly higher percentages of the sample concerning the implementation of 

operational and marketing controls, while the male respondents who implemented controls concerning the use of 

technology represented a group which comprised 45% of the sample. By contrast, the female respondents who 

did so made up only 7% of the sample.   

 

4.3 The benefits of internal controls for achieving the objectives of SMEs 

The following two sections take the form of discussions of the benefits, which can be derived from the 

implementation of internal controls and the negative consequences that can result from failing to implement 

them. 

 

4.3.1 Perceived benefits of internal controls 

Although 46% of the respondents considered that internal controls resulted in increased overhead expenses for 

businesses in terms of both initial outlay and the costs, which are incurred through the implementation of 

monitoring practices, 66% believed that they resulted in reduced incidences of theft of stock and resources by 

customers, employees, and other stakeholders. A further 72% contended that internal controls would encourage 

potential investors to invest in or partner with SMEs, as they should serve to convince them that their investments 

and the assets of the SMEs were secure.  

 

A relatively small group of 14% of the respondents maintained that internal controls facilitated the delegation of 

duties. This finding suggests that the owners or managers of many of the SMEs preferred to assume as many 

responsibilities as possible. It would be plausible to conclude that their reluctance to delegate responsibilities 

stems from an inability to detect instances of unethical behaviour, owing to a lack of appropriate controls. 

According to 20% of the respondents, microfinance institutions, banks, and the government assess the internal 

controls which SMEs implement before they commit to lending substantial amounts of money. Consequently, a 

lack of internal controls could constitute one of the principal reasons for the difficulty that many SMEs 

experience in attracting the capital and investments, which they need to establish themselves securely and to 

achieve adequate growth.  

 

4.3.2 Consequences of an absence of internal controls 

A significant majority of 64% of the respondents attributed rampant theft of their resources to a lack of internal 

controls, while 42% acknowledged that a lack of controls undermined the confidence of shareholders and 

stakeholders in their ability to grow and prosper. A further 16% believed that a lack of appropriate controls 

impeded employees from functioning optimally. This assessment suggests that a lack of controls is likely to 

result in excessive reliance upon decisions which are taken solely by owners, who in some cases may not have a 

sufficiently comprehensive understanding of the dynamics which prevail at the operational level. It could also 

suggest that excessively bureaucratic styles of leadership could serve to impede manufacturing schedules. A 

significant portion of 32% of the respondents contended that delayed decisions owing to bureaucratic practices 
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resulted from an absence of internal controls, while 26% believed that a lack of internal controls increased the 

extent to which SMEs were exposed to the risk of cybercrime. More ever a small group of less than 10% 

maintained that SMEs which failed to implement internal controls were particularly likely to lose skilled and 

ethical members of their workforces and to fail to attract young graduates who could stimulate the adoption of 

innovative practices. 

 

5. Conclusions, implications, and recommendations 
 

While the people of Zimbabwe struggle to bring the governance of their country into line with democratic 

principles, the damage which was inflicted upon the economy by many years of totalitarian rule has left a 

lingering legacy. The economic collapse has resulted in many businesses struggling to survive in extremely 

unfavourable conditions and widespread poverty owing to ever-escalating levels of unemployment as businesses 

continue to be obliged to close. All of these phenomena have contributed to the highly volatile economic 

environment with which SMEs are required to contend in Zimbabwe. This study of active and dormant SMEs in 

Harare in Zimbabwe was conducted to contribute to their sustainability by providing a comprehensive 

understanding of functions that the effective implementation of internal controls performs. The findings 

underscore the overarching need for the leaders of SMEs to be schooled and capacitated with the requisite 

competencies to formulate and manage internal controls systems. It was evident that a great many of the SMEs in 

a large research sample either lacked articulated procedures for implementing internal controls or failed to 

implement internal controls adequately. Conversely, it was found that although the female respondents in many 

instances lacked the levels of educational attainment of their male counterparts, they were generally more aware 

of the need to implement internal controls.  

 

The crucial role, which SMEs play in achieving economic growth in developing countries, is more widely 

acknowledged today than ever before. By emphasising the need for SMEs to integrate effective internal control 

systems, this paper advances the need for tailor-made policies, which support and empower SMEs by enabling 

them to benefit from the implementation of external controls. Through lobby groups, SMEs can influence the 

policies of any of the spheres of government that affect them and also to be adequately represented at the national 

level. Similarly, associations of SMEs could promote the development and implementation of government 

programmes to equip SMEs to play a decisive role in the achieving of economic growth and combating 

unemployment, particularly concerning enabling them to develop and implement internal controls to ensure their 

sustainability.  

 
Although internal controls are widely perceived to be costly to implement, SMEs can and should identify cost-

effective forms of internal controls by performing cost-benefit analyses before embarking upon the 

implementation of particular systems. Useful risk ratings could also play a vital role in enabling the owners and 

managers of SMEs to decide upon the types of internal controls that they need to implement. Another significant 

consideration that arises from the findings of this study is that internal controls serve not only to minimise risks, 

but also to provide insights into opportunities that can be exploited. Consequently, internal controls have the 

inherent capacity to perform at least two crucial functions and can be used to facilitate the growth of SMEs to 

larger enterprises. As developing and implementing effective internal controls entails an ongoing process, the 

perceptions and attitudes of those who are to be tasked with doing so need to accord with the priorities which 

internal controls serve. Accordingly, facilities should be made available to the owners and managers of SMEs to 

educate them concerning the concept of internal controls, the benefits which they provide, and the process of 

developing and implementing them. Furthermore, there is an increasingly pressing need for the adoption of ICT 

by SMEs in Zimbabwe, to maximise the benefits which their internal control systems can provide.  
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