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Abstract 
This study examines the cost management mechanisms employed by small businesses, 
analysing the extent to which formalised cost control practices influence firm-level financial 
performance. Despite the well-established importance of cost management in ensuring the 
viability and competitiveness of small and medium-sized enterprises (SMEs), a significant gap 
persists in the empirical literature with respect to the specific mechanisms, barriers, and 
performance implications of cost control in small business settings, particularly in transitional 
and developing economies. Drawing on a mixed-methods research design that integrates 
structured survey data from 200 small business owner-managers across five industry sectors 
with qualitative interview evidence from 20 purposively selected informants, this paper provides 
a comprehensive empirical assessment of current cost management practices. The findings 
demonstrate that formalised budgeting, digital cost tracking, activity-based costing, and lean 
operational review are the most consequential cost management mechanisms, collectively 
accounting for 61.4% of variance in net profit margin improvement. Significant barriers to 
effective cost management are identified, including financial literacy deficits, the absence of 
formal accounting systems, and irregular cash flows. The paper concludes with targeted 
recommendations for small business owners, financial advisors, and policy institutions seeking 
to strengthen cost governance in the SME sector. 
Keywords: cost management, small businesses, SME financial performance, activity-based 
costing, budgeting, lean operations, cost control barriers. 
 
1. Introduction 

Cost management constitutes one of the 

most fundamental and consequential 

dimensions of business administration, 

determining the extent to which an 

enterprise can generate sustainable 

profitability, accumulate capital for 

reinvestment, and withstand competitive 

and economic pressures over time. For 

small businesses — which typically operate 

with constrained financial reserves, limited 

access to external financing, and reduced 

bargaining power relative to suppliers and 

clients — the ability to identify, monitor, and 

control costs is not merely a matter of 

administrative best practice but a 

prerequisite for organisational survival. Yet 

despite the critical importance of cost 

management in the small business context, 

empirical evidence on the specific 

mechanisms through which cost control is 

exercised, the barriers that impede its 

effective implementation, and the 

measurable consequences for firm 

performance remains fragmented and 

incomplete, particularly in the context of 

transitional economies undergoing rapid 

structural transformation (Drury, 2018; 

Weetman, 2019). 

The small business sector constitutes a 

dominant segment of most national 

economies. According to the World Bank 

(2022), micro, small, and medium-sized 

enterprises account for approximately 90% 

of all businesses globally, contributing more 

than 50% of employment and between 40% 

and 60% of GDP in emerging economies. In 

Uzbekistan, the SME sector has been a 

focal point of economic reform since the 

early 2000s, with the state pursuing a range 
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of institutional, regulatory, and fiscal 

measures designed to stimulate private 

entrepreneurial activity. As of 2023, small 

businesses and individual entrepreneurs 

account for approximately 55.7% of total 

employment and generate roughly 58.3% of 

GDP (State Committee of the Republic of 

Uzbekistan on Statistics, 2023). Despite 

this macroeconomic significance, a 

substantial proportion of small businesses 

operate with inadequate cost management 

systems, relying on informal, intuition-

driven financial decision-making rather than 

systematic cost analysis and control 

(Abdullaeva & Mirzaev, 2021). 

The theoretical foundations of cost 

management in the SME context draw from 

multiple disciplinary traditions. 

Management accounting theory provides 

the technical framework for cost 

identification, classification, and control, 

encompassing methodologies such as 

standard costing, activity-based costing 

(ABC), marginal costing, and target costing 

(Horngren et al., 2015). Resource-based 

theory offers a strategic perspective, 

positing that the capacity to manage costs 

efficiently constitutes a distinctive 

competence that generates competitive 

advantage (Barney, 1991). Behavioural and 

institutional perspectives, meanwhile, 

illuminate the human and organisational 

factors — owner cognition, managerial 

practice norms, and institutional 

environment — that shape the actual 

deployment of cost management tools in 

small business settings (Chenhall, 2003; 

Scapens, 2006). 

Against this background, the present study 

is designed to address three specific 

research questions. First, what cost 

management mechanisms are currently 

employed by small businesses in the 

sampled sectors, and what is the frequency 

and depth of their adoption? Second, what 

factors predict effective cost management 

outcomes, as measured by reductions in 

unit cost and improvements in net profit 

margin? Third, what are the principal 

barriers that prevent small business owner-

managers from implementing more 

formalised and systematic cost 

management practices? By addressing 

these questions through a rigorous mixed-

methods design, the study contributes to 

both the academic literature on SME 

financial management and the practical 

knowledge base available to entrepreneurs, 

financial advisors, and institutional support 

agencies. 

The paper proceeds as follows. Section 2 

reviews the relevant theoretical and 

empirical literature on cost management in 

small businesses. Section 3 describes the 

methodology, including sampling, data 

collection, and analytical procedures. 

Section 4 presents the empirical results, 

including descriptive statistics, regression 

analysis, and qualitative findings, supported 

by tables and figures. Section 5 discusses 

the findings in relation to existing theory and 

evidence. Section 6 concludes with policy 

and managerial implications and directions 

for further inquiry. 

2. Literature Review 

The academic literature on cost 

management in small businesses is 

situated at the intersection of management 

accounting, entrepreneurship research, and 

organisational theory. Early contributions to 

this field, notably from Kaplan and Atkinson 

(1998) and Drury (2018), established that 

cost management systems encompass not 

merely the technical apparatus of cost 

accounting but the broader set of 

organisational practices, routines, and 

information systems through which firms 

monitor and govern their resource 

consumption. Within the SME literature, 

however, the adoption of formalised cost 

management practices has historically 

been lower than in large enterprises, a 

phenomenon attributed variously to 

resource constraints, owner-manager 
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cognitive limitations, and the perceived 

complexity of formal accounting 

methodologies (Nandan, 2010; Marriott & 

Marriott, 2000). 

Activity-based costing (ABC) has attracted 

particular scholarly attention as a potentially 

transformative cost management 

mechanism for small businesses. 

Pioneered by Cooper and Kaplan (1988), 

ABC allocates indirect costs to products and 

services on the basis of the activities that 

generate those costs, thereby providing 

more accurate information on the true 

profitability of individual outputs than 

traditional volume-based costing systems. 

Despite its theoretical appeal, empirical 

studies have documented low rates of ABC 

adoption among small businesses, with 

Innes et al. (2000) finding adoption rates of 

below 20% in their UK survey sample. 

Subsequent research by Drury and Tayles 

(2005) attributed this pattern to the 

perceived implementation costs of ABC 

relative to firm size, as well as to the 

absence of internal accounting expertise 

capable of operationalising the 

methodology. More recent work by Cagwin 

and Bouwman (2002) suggested, however, 

that where ABC is adopted in combination 

with other management initiatives such as 

total quality management or lean 

production, its positive impact on return on 

investment is statistically significant and 

economically meaningful. 

The lean operations paradigm, originating 

in the Toyota Production System and 

theorised by Womack and Jones (1996), 

offers a complementary approach to cost 

management that focuses on the 

systematic elimination of waste — defined 

as any activity or resource consumption that 

does not create customer value — from 

operational processes. The application of 

lean principles to the small business context 

has been examined by Moori et al. (2016), 

who documented significant cost reductions 

in manufacturing SMEs that implemented 

lean process reviews, and by Shah and 

Ward (2007), who provided a 

comprehensive taxonomy of lean practices 

and their performance effects. The growing 

interest in digital tools for cost management 

represents a more recent strand of the 

literature, with studies by Ghobakhloo and 

Tang (2015) and Moeuf et al. (2018) 

documenting the potential of enterprise 

resource planning (ERP) systems, cloud 

accounting platforms, and digital 

procurement tools to reduce administrative 

costs, improve inventory management, and 

provide real-time financial visibility for small 

business managers. 

Despite this body of knowledge, important 

gaps remain. Most existing studies are 

conducted in developed economy contexts, 

leaving uncertain the generalisability of their 

findings to transitional economies where 

institutional environments, financial 

infrastructure, and owner-manager 

educational backgrounds differ 

substantially. Furthermore, the literature 

has focused predominantly on individual 

cost management mechanisms in isolation, 

rather than examining the combined and 

comparative effects of multiple mechanisms 

within the same analytical framework. The 

present study seeks to address both gaps 

by providing an integrated empirical 

analysis of cost management mechanisms 

and their performance effects in a 

developing economy SME context. 

3. Methodology 

This study employs a concurrent mixed-

methods research design, in which 

quantitative and qualitative data are 

collected and analysed in parallel before 

being integrated at the interpretation stage 

(Creswell & Plano Clark, 2017). The 

quantitative component consists of a 

structured survey instrument administered 

to a sample of 200 small business owner-

managers drawn from five industry sectors 

— retail trade, food and catering, 

manufacturing, construction, and personal 
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services — operating in Tashkent and two 

adjacent provinces of Uzbekistan. 

Purposive stratified sampling was used to 

ensure proportional representation across 

sectors and geographical zones. Survey 

instruments were developed on the basis of 

validated scales from the management 

accounting and SME finance literatures 

(Drury, 2018; Nandan, 2010) and subjected 

to pilot testing with 20 participants prior to 

full deployment. Data collection was 

conducted between January and June 

2024, achieving a final response rate of 

88.0%. 

The survey instrument covered four 

thematic domains: the demographic and 

structural characteristics of the business 

and its owner-manager; the range of cost 

management mechanisms currently 

employed, assessed on a five-point Likert 

adoption scale; self-reported estimates of 

cost reduction rates and net profit margin 

changes over the preceding 24-month 

period; and the barriers encountered in 

implementing more systematic cost 

management practices. Quantitative data 

were analysed using IBM SPSS version 28, 

employing descriptive statistics for profiling, 

Pearson correlation analysis for bivariate 

associations, and ordinary least squares 

(OLS) multiple regression for predictive 

modelling of profit margin improvement. 

Model assumptions — including normality 

of residuals, homoscedasticity, absence of 

multicollinearity (VIF < 3.2 for all predictors), 

and absence of influential outliers (Cook's D 

< 0.08) — were verified prior to reporting 

regression results. 

The qualitative component comprised 20 

semi-structured interviews with purposively 

selected owner-managers, accountants, 

and business development advisors, 

conducted in Uzbek and Russian and 

subjected to thematic analysis using NVivo 

14. Interview guide questions probed the 

subjective experience of cost management 

challenges, the decision-making processes 

underlying the adoption or non-adoption of 

specific cost control tools, and the 

institutional context shaping cost 

management behaviour. Secondary data 

sources including official SME statistics, tax 

authority reports, and international 

development agency assessments were 

used to contextualise the primary findings. 

All research participants provided written 

informed consent, and data were 

anonymised in accordance with institutional 

ethical standards. 

4. Results and Analysis 

The results are presented across four sub-

sections corresponding to the primary 

thematic domains of the study: the 

descriptive profile of the sample; the 

distribution of cost structures across 

sectors; regression analysis of cost 

management predictors; and the principal 

barriers to effective cost management. 

Figures 1 and 2 provide visual summaries 

of key quantitative relationships. 

4.1 Sample Profile and Descriptive 

Statistics 

Table 1 presents the descriptive profile of 

the 200 sampled small businesses by 

industry sector. The sample is dominated by 

retail trade enterprises (n = 50, 25.0%) and 

food and catering establishments (n = 45, 

22.5%), reflecting the structural 

composition of Uzbekistan's urban small 

business landscape. The mean number of 

employees across the sample is 7.1, 

consistent with the definition of a small 

business adopted by the national regulatory 

framework (maximum 100 employees for 

small enterprises). The mean operating age 

of 3.3 years indicates a relatively young 

sample, with a significant proportion of 

businesses in their formative years, a period 

during which cost management practices 

are typically least formalised. 

 

 



 TLEP – International Journal of Multidiscipline 
(Technology, Language, Education, and Psychology) 

ISSN: 2488-9342 (Print) | 2488-9334 (Online) 
 

Open Access | Peer-Reviewed | Monthly Publication | Impact factor: 8.497 / 2025 

 

Vol 3. Issue 3 (2026) 

Pa
ge

7
4

 

Table 1. Descriptive Profile of Sampled Small Businesses by Industry Sector (n = 200) 

Sector n Share (%) Mean 

Employees 

Mean 

Operating Yrs 

Retail Trade 50 25.0% 7.4 3.2 

Food & Catering 45 22.5% 5.8 2.9 

Manufacturing 40 20.0% 9.1 4.1 

Construction 35 17.5% 8.6 3.8 

Personal Services 30 15.0% 4.3 2.4 

Total / Mean 200 100.0% 7.1 3.3 

Note: Mean employees and mean operating 

years are calculated on the basis of owner-

manager self-report. 

 

Table 2 presents the cost structure analysis, 

showing the average proportional 

distribution of operational costs across six 

major categories for the sample and for the 

broader SME population as reported in 

national statistics. Labour and wages 

constitute the largest cost category (28.4% 

of total costs in the sample), followed by raw 

materials and inventory (24.7%) and rent 

and utilities (18.9%). These proportions are 

broadly consistent with international 

benchmarks for similar enterprise types, 

though the sample exhibits slightly elevated 

raw materials costs relative to the national 

SME average, reflecting the manufacturing 

and construction component of the sample. 

The volatility classification — indicating the 

degree to which each cost category 

fluctuates over a 12-month operational 

cycle — reveals that labour and materials 

costs are both high-volatility items, 

underscoring their prioritisation as targets 

for active cost management interventions. 

 

 

Table 2. Cost Structure Distribution Across Major Cost Categories: Sample vs. SME 

Benchmark (n = 200) 

Cost Category 

SME 

Average 

Share 

Sample 

Average 

Share 

Volatility 

Level 

Key Cost 

Drivers 

Labour & Wages 28.4% 31.2% High 

Wages, 

benefits, social 

contributions 

Raw Materials & 

Inventory 
24.7% 27.3% High 

Purchase 

price, wastage, 

storage 
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Cost Category 

SME 

Average 

Share 

Sample 

Average 

Share 

Volatility 

Level 

Key Cost 

Drivers 

Rent & Utilities 18.9% 16.4% Medium 

Premises, 

electricity, 

water 

Marketing & Sales 10.3% 9.1% Medium 

Advertising, 

promotions, 

commissions 

Administrative Overhead 9.6% 8.8% Low 

Office 

supplies, 

accounting, 

legal 

Logistics & Transport 8.1% 7.2% Low 

Delivery, fuel, 

vehicle 

maintenance 

Note: Volatility level reflects fluctuation 

frequency and amplitude based on 24-

month self-reported cost data. SME 

Average Share is sourced from State 

Committee of the Republic of Uzbekistan on 

Statistics (2023). 

4.2 Regression Analysis of Cost 

Management Performance Predictors 

Table 3 presents the results of the OLS 

multiple regression analysis examining the 

predictors of net profit margin improvement 

over the 24-month study period. The overall 

model is highly significant (F(7,192) = 

47.83, p < 0.001) and explains 61.4% of the 

variance in profit margin improvement 

(Adjusted R² = 0.614), indicating strong 

collective explanatory power. Among the 

seven significant predictors, formalised 

budgeting practice emerges as the most 

powerful individual determinant (β = 0.38, p 

< 0.001), followed by the implementation of 

lean process review (β = 0.31, p < 0.001) 

and adoption of digital cost tracking tools (β 

= 0.29, p < 0.001). Activity-based cost 

analysis also demonstrates a significant 

and meaningful positive effect (β = 0.24, p 

= 0.001). Owner financial literacy score, firm 

age, and the logarithm of employee count 

make smaller but statistically significant 

contributions to the model, jointly 

suggesting that both human capital and 

organisational maturity moderate the 

effectiveness of formal cost management 

mechanisms. 

 

 

Table 3. OLS Regression Results: Predictors of Net Profit Margin Improvement Over 24 

Months (n = 200) 

Predictor Variable β SE t p-value 

Formalised budgeting 

practice 

0.38 0.07 5.43 < 0.001 
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Predictor Variable β SE t p-value 

Adoption of digital cost 

tracking tools 

0.29 0.06 4.83 < 0.001 

Use of activity-based cost 

analysis 

0.24 0.07 3.43 0.001 

Implementation of lean 

process review 

0.31 0.08 3.88 < 0.001 

Owner's financial literacy 

score 

0.19 0.05 3.80 < 0.001 

Firm age (years) 0.12 0.04 3.00 0.003 

Number of employees (log) 0.09 0.04 2.25 0.025 

Note: Dependent variable is self-reported 

net profit margin improvement in 

percentage points. All VIF values < 3.2. 

Adjusted R² = 0.614, F(7,192) = 47.83, p < 

0.001. 

Figure 1 provides a scatter plot visualising 

the bivariate relationship between cost 

reduction rate and net profit margin 

improvement across the full sample, 

disaggregated by business sector. The 

figure reveals a strong positive linear 

association (r = 0.67, p < 0.001), with 

manufacturing enterprises clustered in the 

upper-right quadrant reflecting both higher 

cost reduction rates and greater profit 

margin improvements, while personal 

service businesses cluster in the lower-left, 

reflecting both lower cost reduction 

achievements and more modest profit 

margin gains. This sectoral variation is 

partially explained by the greater scope for 

process-level cost reduction in goods-

producing sectors relative to labour-

intensive service sectors, consistent with 

the findings of Shah and Ward (2007) on 

lean operations in manufacturing versus 

service environments. 
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Figure 1. Cost Reduction Rate vs. Net Profit Margin Improvement by Business Sector (n 

= 200, r = 0.67, p < 0.001) 

 

 
Note: Each point represents one surveyed enterprise. Regression line fitted using OLS. Sector 

markers as indicated in legend. 

 

4.3 Cost Management Mechanism 

Adoption and Effectiveness 

Figure 2 summarises the adoption rates, 

self-reported effectiveness scores, and 

average cost saving percentages 

associated with the five principal cost 

management mechanisms examined in this 

study. Budget-based control records the 

highest adoption rate (72.0%), reflecting its 

status as the most accessible and widely 

taught cost management tool among 

owner-managers with some formal 

business education. However, lean 

operations management — despite a lower 

adoption rate (49.0%) — demonstrates the 

highest effectiveness score (68.4%) and the 

greatest average cost saving (22.6%), 

consistent with the literature on lean's 

transformative potential when 

systematically implemented. Digital 

procurement platforms occupy an 

intermediate position, with an adoption rate 

of 55.5% and an average cost saving of 

17.4%, suggesting growing awareness of 

technology-enabled purchasing efficiency 

gains among the sample population. 

Activity-based costing records the lowest 

adoption rate (38.5%) but the second-

highest average cost saving (18.9%), 

indicating that where it is implemented, it 

delivers disproportionately high value 

relative to its limited uptake. 
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Figure 2. Adoption Rate, Effectiveness Score, and Average Cost Saving by Cost 

Management Mechanism Among Small Businesses (n = 200) 

 

 
Note: Effectiveness score reflects owner-manager rating of mechanism utility on a 0–100 scale. 

Average cost saving is based on self-reported 24-month estimates. 

 

4.4 Barriers to Effective Cost 

Management 

Table 4 presents the frequency distribution 

of barriers to effective cost management as 

identified by survey respondents. 

Insufficient financial literacy of owner-

managers is the most frequently cited 

barrier (56.0%), a finding that resonates 

powerfully with the qualitative interview 

data, in which numerous participants 

described their inability to interpret financial 

statements, distinguish fixed from variable 

costs, or apply break-even analysis to 

pricing decisions. The absence of formal 

accounting systems (52.0%) and irregular 

cash flows (49.0%) jointly constitute the 

second tier of barriers, together creating an 

environment in which systematic cost 

monitoring is structurally impeded. The 

qualitative evidence reveals a recursive 

dynamic in which cash flow unpredictability 

discourages investment in accounting 

software and formal bookkeeping, which in 

turn limits the financial visibility needed to 

manage cash flows more effectively. 

 

 

Table 4. Principal Barriers to Effective Cost Management Among Small Businesses (n = 

200) 

Barrier 
Frequency 

(n=200) 
Percentage Impact Level 

Insufficient financial literacy of owner-

managers 
112 56.0% High 
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Barrier 
Frequency 

(n=200) 
Percentage Impact Level 

Absence of formal accounting 

systems 
104 52.0% High 

Irregular and unpredictable cash 

flows 
98 49.0% High 

Lack of dedicated cost management 

software 
87 43.5% Medium 

Inability to negotiate favourable 

supplier terms 
74 37.0% Medium 

High staff turnover increasing HR 

costs 
68 34.0% Medium 

Regulatory compliance burden 55 27.5% Low 

Note: Respondents could select multiple 

barriers. Impact level is based on composite 

scores derived from Likert-scale severity 

ratings provided by respondents. 

 

5. Discussion 

The empirical findings of this study afford 

several important theoretical and practical 

insights into the mechanisms, 

determinants, and barriers of cost 

management in small businesses. The 

regression results presented in Table 3 

provide compelling evidence that the 

adoption of formalised, structured cost 

management practices — particularly 

budgeting, lean process review, digital cost 

tracking, and activity-based costing — is a 

powerful predictor of improved financial 

performance, collectively explaining over 

61% of the variance in net profit margin 

improvement. This finding strongly supports 

the theoretical argument advanced by 

Horngren et al. (2015) and Drury (2018) that 

management accounting tools are not 

merely administrative luxuries but 

performance-enhancing mechanisms that 

generate competitive advantage through 

improved resource allocation, waste 

reduction, and informed pricing decisions. 

The particularly strong coefficient 

associated with formalised budgeting 

practice (β = 0.38) is noteworthy in light of 

the perception, common among small 

business owner-managers in the qualitative 

interviews, that budgeting is a bureaucratic 

exercise suited to large corporations rather 

than nimble small enterprises. The 

evidence presented here directly 

contradicts that perception, suggesting 

instead that even simple forms of budgetary 

planning and variance monitoring can 

generate substantial improvements in profit 

margin outcomes. This is consistent with 

the findings of Nandan (2010), who argued 

that the simplicity and accessibility of 

budgeting tools makes them the most 

appropriate entry point for formalising cost 

management in small business settings, 

and with the experimental evidence of 

Burney and Widener (2007) demonstrating 

the positive performance effects of basic 

managerial control systems in 

entrepreneurial firms. 

The finding that lean operations 

management, despite its relatively lower 

adoption rate, delivers the highest 

effectiveness score and the greatest 

average cost saving (22.6%) is theoretically 



 TLEP – International Journal of Multidiscipline 
(Technology, Language, Education, and Psychology) 

ISSN: 2488-9342 (Print) | 2488-9334 (Online) 
 

Open Access | Peer-Reviewed | Monthly Publication | Impact factor: 8.497 / 2025 

 

Vol 3. Issue 3 (2026) 

Pa
ge

8
0

 

significant and practically important. It 

suggests the presence of a systematic 

under-exploitation of one of the most 

powerful cost management tools available 

to small businesses, driven by the 

perception — documented in the qualitative 

interviews — that lean is a complex, 

manufacturing-specific methodology 

requiring specialist expertise and 

substantial implementation effort. While 

these perceptions have a basis in reality for 

large-scale lean transformations, the 

literature on lean in small business contexts 

(Moori et al., 2016; Shah & Ward, 2007) 

demonstrates that targeted, incremental 

lean interventions focused on eliminating 

specific waste categories — such as excess 

inventory, unnecessary motion, or over-

processing — can be implemented with 

modest investment and generate 

immediate cost reductions. This insight has 

direct implications for the design of SME 

business development support 

programmes. 

The barriers analysis reveals a structural 

challenge that goes beyond individual firm 

capacity. The dominance of financial 

literacy deficits and formal accounting 

system absence as barriers to cost 

management suggests that the problem is 

not primarily one of tool availability — the 

instruments of cost management are well-

documented and increasingly digitally 

accessible — but of human capital and 

organisational infrastructure. This places 

financial education and accounting system 

adoption support at the centre of any 

effective policy response, a conclusion 

consistent with international evidence on 

the role of financial capability in small 

business performance (Lusardi & Mitchell, 

2014; Wise, 2013). The qualitative 

interviews further reveal that the regulatory 

compliance burden, while rated as a lower-

frequency barrier, acts as a significant 

psychological drain on owner-manager 

attention and financial reserves, crowding 

out the cognitive and material resources 

that might otherwise be directed towards 

proactive cost management. 

 

6. Conclusion 

This paper has provided a comprehensive 

empirical analysis of cost management 

mechanisms in small businesses, 

integrating quantitative survey data with 

qualitative interview evidence to illuminate 

the practices, performance effects, and 

structural barriers characterising cost 

control in the SME sector. The central 

finding — that formalised, structured cost 

management practices are a powerful 

driver of profit margin improvement, with a 

composite model explaining over 61% of 

variance in financial performance — 

constitutes a robust empirical argument for 

the prioritisation of cost governance as a 

strategic capability in small business 

management. The study demonstrates that 

budgeting, lean process review, digital cost 

tracking, and activity-based costing each 

contribute independently and significantly to 

improved financial outcomes, and that their 

combined deployment generates 

synergistic effects consistent with the 

integrated cost management frameworks 

advocated in the normative management 

accounting literature. 

At the same time, the analysis reveals a 

persistent and structurally rooted gap 

between the potential value of formal cost 

management and its actual uptake in the 

small business population. Financial 

literacy deficits among owner-managers, 

the absence of formal accounting systems, 

and the structural unpredictability of small 

business cash flows collectively constitute a 

formidable barrier to the adoption of more 

sophisticated cost management 

mechanisms. These barriers are not 

amenable to resolution through information 

provision alone; they require sustained 

investment in financial education, 

accessible and affordable digital accounting 
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infrastructure, and institutional support 

mechanisms — such as subsidised 

professional accounting services and peer 

mentoring networks — that can scaffold the 

development of cost management 

capability in resource-constrained 

entrepreneurial organisations. 

From a policy perspective, the findings 

underscore the importance of embedding 

financial literacy and basic management 

accounting competencies in 

entrepreneurship education and vocational 

training curricula, and of designing public 

support programmes that go beyond 

registration and regulatory facilitation to 

address the internal management capacity 

of small businesses. The evidence on the 

under-utilised potential of lean operations 

and activity-based costing, in particular, 

suggests that targeted demonstration 

programmes showcasing the practical 

application of these tools in accessible, 

sector-specific formats could generate 

significant returns on investment in terms of 

SME financial performance and, by 

extension, broader economic productivity. 

This study is subject to certain limitations 

that should be acknowledged. The reliance 

on self-reported financial data introduces 

the possibility of recall bias and social 

desirability effects, notwithstanding the use 

of validated instruments and anonymised 

data collection procedures. The sample is 

drawn from urban and peri-urban settings 

and may not be fully representative of rural 

small businesses, which face distinct cost 

structures and institutional environments. 

Future research should extend this analysis 

to rural contexts, explore longitudinal 

trajectories of cost management 

development over the business lifecycle, 

and examine the moderating role of sector-

specific supply chain dynamics on the 

effectiveness of individual cost 

management mechanisms. The growing 

availability of transactional financial data 

from digital payment and accounting 

platforms also opens promising avenues for 

more objective, large-scale analysis of cost 

management behaviour and its 

performance consequences in the SME 

sector. 
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