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ANALYSIS OF INDIVIDUAL MICRO-ENTREPRENEUR VISION FROM  
THE PERSPECTIVE OF FINANCIAL MANAGEMENT

ABSTRACT 
In the business world, the management of an organization calls for the devel-

opment of information to support decisions. However, this is not a reality for a signifi-
cant part of micro and small enterprises in Brazil, as several studies have shown. On this 
theme, with a focus on individual micro-entrepreneurs1, the present study investigated 
how these businesspeople manage their finances and development. Methodologically, 
the study was supported by field research with 21 entrepreneurs in different business 
segments from the city of Volta Redonda (Rio de Janeiro state). Results indicated that 19% 
of respondents do not control cash flow and 76% do not analyze their financial results. Of 
those that use some kind of control, 67% monitor their finances by handwritten notes in 
notebooks. Regarding the sales forecast, less than half of the surveyed people do this type 
of control. Therefore, the surveyed micro-entrepreneurs need to develop financial and ac-
counting management systems, focusing on a better financial control of their businesses. 
Although not conclusive, we believe the results obtained are related to the respondents’ 
low level of education.

Keywords: Individual micro-entrepreneur; Micro and small enterprises; Entrepreneur-
ship; Financial and accounting management.

1  Individual micro-entrepreneurs are similar to sole proprietors in the United States, except they 
must register the company and can only have one employee at most.
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1. INTRODUCTION

According to Toma et al. (2014), entrepreneurship is a 
multifaceted phenomenon that can be analyzed as a pro-
cess, action or state of being. According to these authors, 
through the Schumpeterian view, where new technologies 
destroy old business models while creating new opportuni-
ties, the entrepreneurial process is one of the key factors in 
the economic development of a country/region. 

Economists, sociologists and management scholars have 
proposed various entrepreneurship definitions and concep-
tual frameworks for the entrepreneurial process. Entrepre-
neurship study can be defined as “the study of sources of 
opportunities; the process of discovery, evaluation and ex-
ploitation of opportunities, and the set of individuals who 
discover, evaluate and exploit them” (Leyden et al., 2014).

In Brazil, most firms are informal: about 75% of compa-
nies are not registered with the National Register of Legal 
Entities (CNPJ) and do not contribute to the pension system. 
This feature is even more pronounced among micro-enter-
prises with up to one employee (Corseuil et al., 2014).

According to the Brazilian Institute of Geography and Sta-
tistics (IBGE, 2005), in a survey conducted in 2003, 53% of 
informal businesses did not keep any accounting records. 
This could be linked directly to the fact that only 2% of mi-
cro-entrepreneurs had college diplomas, which in part can 
accentuate the difficulty of keeping satisfactory accounting 
records (IBGE, 2005).

In late 2008, through Complementary Law 128, individual 
micro-entrepreneurship (MEI) list was created (Costanzi et 
Barbosa Ribeiro, 2011). An individual micro-entrepreneur 
is defined as having gross income in the previous calendar 
year of up to R$ 60 thousand opting for the “Simples Na-
cional” tax regime and those who are not disqualified from 
opting for the system described in Article 966 of Law No. 
10,406/2002 (Brasil, 2006).

The main goal of this law was to reduce informality in the 
Brazilian market, allowing the federal government to increase 
its revenue, as well as increasing people’s access to benefits 
that only formal workers otherwise enjoy (Paiva et al., 2013).

A study by Borges et al. (2012) of individual micro-en-
trepreneur profile in a mining town, concluded that the 
surveyed individuals had low levels of education, were not 
always willing to acquire new knowledge and ended up 
missing opportunities to grow their businesses and enjoy all 
the benefits provided by law.

Morais (2014) evaluated individual micro-entrepreneurs 
and informal workers in the city of Araranguá and found that 

interest in legalization is related to social security benefits, 
access to credit and the possibility of expanding the busi-
ness. It was also observed that the enhancement of individ-
ual micro-enterprises requires greater investment in profes-
sional training and business management capacity.

Micro and small enterprises (MSEs) and individual mi-
cro-enterprises are the two categories of small businesses 
in Brazil. According to SEBRAE-NA (2013), in Brazil there 
are 6.4 million such establishments. Of this total, 99% are 
micro and small enterprises (MSEs). MSEs are responsible 
for 52% of formal jobs in the private sector (16.1 million) 
(SEBRAE, 2014). According to SEBRAE (2007), a microen-
terprise (ME) is a legal entity that receives each year gross 
income equal to or lower than R$ 240 thousand. In turn, 
small businesses (EPPs) receive revenue from R$ 240 thou-
sand to R$ 2.4 million.

Despite the large number of micro and small enterprises 
(MSEs), the situation of these companies, although is im-
proving, remains worrying. According to data on the survival 
rate of companies in Brazil (SEBRAE, 2011a), of every 100 
new companies, 27 close in less than two years.

According to Dolabella (1995), financial management 
plays an important role in managing a company, as it is re-
sponsible for providing data on the financial situation of the 
organization and allows managers to trace their strategies. 
For to Azeredo et al. (2008), the accounts allow measure-
ment and highlight particular aspects of the economic and 
financial situation of the company, providing a broad over-
view of the situation.

In Brazil, the first triennium of this decade saw a strong 
increase in the creation of new businesses opting for the 
Simples Nacional tax regime. In December 2012, there were 
7.1 million companies registered for the regime. This figure 
was 26% higher than in the previous December. In 2011, the 
expansion was already almost 30%. The survival rate is sys-
tematically higher in the Southeast region (78.2% for those 
created in 2007), the only region with survival rate higher 
than the national average (75.6% for those created in 2007). 
Next comes the South (75.3%), Midwest (74%), Northeast 
(71.3%) and North (68.9%) (SEBRAE, 2013). 

Based on the relevance of micro and small enterprises for 
the generation of jobs, income and tax revenues, counter-
balanced by the high failure rate, the main objective of this 
study was to investigate the financial management profile 
of individual micro-entrepreneurs (IME) in the city of Volta 
Redonda.

In particular, we examine the following questions: i) Do 
IMEs perform some type of financial control of their busi-
nesses? ii) What instruments do they use for this control? iii) 
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Do IMEs analyze their financial results? iv) Do IMEs use debt 
financing? v) Do IMEs make sales forecasts? 

Located in the Southeast region, Volta Redonda was the 
city selected for this empirical study since it is has the largest 
number of micro and small enterprises in the Middle Paraiba 
Region (SEBRAE, 2011b).

Methodologically, the data were collected through a 
field study of 21 individual micro-entrepreneurs in the city 
of Volta Redonda, with the main objective of analyzing the 
vision of this segment of entrepreneurs regarding financial 
management.

In terms of organization, this paper is structured as fol-
lows: section 2 develops the theoretical reference on indi-
vidual micro-entrepreneurs, informality, municipal data of 
Volta Redonda and financial management. Section 3 pres-
ents the research method. Section 4 organizes and discusses 
the results. Finally, the conclusion ends the study with rec-
ommendations for future research.

2. THEORETICAL REFERENCE 

This section presents the theoretical foundation of the 
research, starting with an overview of individual micro-en-
trepreneurs with emphasis on informality. Information on 
the city of Volta Redonda is presented, emphasizing the 
number of micro and small enterprises of the cities in the 
Middle Paraiba Region, focusing on the evolution of the 
number by size of establishments in Volta Redonda. The 
section concludes with comments on financial manage-
ment and accounting. 

2.1 Individual micro-entrepreneurs (IMEs) and 
informality

Since the end of last century, the economic environment 
has undergone a revolution, affected by phenomena such 
as globalization, volatility, convergence, technological inno-
vation, competitiveness and differentials (services). These 
changes require increasingly flexible attitudes, creativity, 
productivity, quality, and forecasting ability of managers to 
achieve their long-term survival goals (Ost, 2007).

The Law of Individual Micro-Entrepreneurs (Law No. 
128/2008) was enacted with the aim of encouraging self-em-
ployed people in the informal sector to regularize their situ-
ations (Oliveira et Strong, 2014).

According to the Portal do Empreendedor (2014) individ-
ual micro-entrepreneurs are people working on their own 
and that have legalized small businesses. To be an individual 

micro-entrepreneur, the person must gain a maximum to R$ 
60,000.00 per year and have no stake in another company 
as partner or owner. The IME can also have one employee, 
receiving the minimum monthly wage or prevailing wage.

Companies with these characteristics are eligible for the 
Simples Nacional regime, which exempts them from federal 
taxes (income tax, PIS, COFINS, IPI and pension contribution) 
and simplifies the process of paying municipal and state tax-
es and reduces the rates (Brasil, 2008)

Informal companies include economic units that produce 
some type of service or good that generates employment 
and income (Pathak et Muralidharan, 2016), traditionally 
characterized by small-scale production, low administrative 
costs and without clear separation of business and personal 
assets (Pochmann, 2005).

Likewise et al. (2005) consider that informal work can 
be characterized by small-scale production, reduced use 
of technology and unclear separation between capital and 
labor, in addition to engaging, in some cases, in economic 
activities outside the law and devoid of protection or pub-
lic regulation.

According to Silva et al. (2010), the large Brazilian infor-
mal market arises due to the complex and costly regulation 
of formal work that results in the loss of economic dyna-
mism and unemployment, also caused by technological in-
novation or recessive economic times. However, informality 
emerges as an alternative for income generation and sus-
tainability for excluded groups, either by technical back-
wardness or surplus labor in the market.

In turn, according to the Ministry of Labor and Employ-
ment (2002), the high informality in the Brazilian labor mar-
ket has three explanatory factors:

1) The new forms of labor relationships and business 
organization, which increase the number of self-em-
ployed people;

2) Loss of labor from traditional sectors (manufacturing) 
to sectors with higher degree of informality, such as 
services and commerce, and to outsourcing;

3) Finally, factors associated with the system of social 
security and labor laws, encouraging the establish-
ment of many informal working relationships by 
companies and their employees.

Allied to these factors above, Fucs (2010) points out that 
the national tax system in Brazil is not only burdensome, but 
also complex, composed of a welter of taxes, contributions, 
fees and other levies. According to Pereira (2010), a com-
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pany needs to have good tax planning, since today the tax 
burden is the most negative element affecting businesses.

For these and other reasons, the number of enterprises 
in the informal sector in 2003 surpassed ten million (IBGE, 
2005). With the enactment of Complementary Law No. 
128/2008, establishing the legal form of the individual mi-
cro-entrepreneur, the government expected this number to 
steadily decrease.

The individual micro-entrepreneur category gives an op-
portunity for growth and development for those who are 
informal, offering means to stay in the market and thus 
leverage their enterprise and generate new jobs and oppor-
tunities (SEBRAE, 2010).

Among the advantages offered for establishing a formal 
company, by means of the registration on the National Reg-
ister of Legal Entities (CNPJ), is the ability to open bank ac-
counts and obtain loans. This comes with the obligation to 
issue invoices and pay the corresponding taxes.

In addition, the individual micro-entrepreneurs are enti-
tled to various benefits, such as sick pay, maternity aid and 
retirement (from the National Social Security Institute – INSS), 
among others. Individual micro-entrepreneurs must satisfy 
the following requirements (Brasil, 2006; Brasil, 2008):

• Have no obstruction according to Complementary 
Law 123/06;

• Opt for taxation under the Simples Nacional regime;

• Do not receive gross revenue of more than R$ 60 
thousand per year or the proportional limit shown 
in Table 1 

Table 1. Time in business proportional upper revenue limit for 
IMEs.

Time of activity (in months) Proporcional limit (in R$)
12 60,000.00
11 55,000.00
10 50,000.00
9 45,000.00
8 40,000.00
7 35,000.00
6 30,000.00
5 25,000.00
4 20,000.00
3 15,000.00
2 10,000.00
1 5,000.00

Source: Ministry of Labor and Employment (2012).

According to the data of the Urban Informal Economy 
Survey (IBGE, 2005), conducted by IBGE in 2003, the in-
formal economy generated US$ 17.6 billion in revenue in 
that year and was responsible for a quarter of non-agricul-
tural workers in the country. In October 2003 there were 
10,525,954 small non-agricultural enterprises, of which 
98% were in the informal sector. Among the states, São 
Paulo, Minas Gerais, Rio de Janeiro, Bahia and Rio Grande 
do Sul concentrated together 57.6% of enterprises in the 
informal sector (IBGE, 2014a). 

2.2 The city of Volta Redonda

The state of Rio de Janeiro is composed of 92 municipal-
ities1 cities in eight regions: Metropolitan, Northwest Flu-
minense, North Fluminense, Serrana (mountain), Baixada 
Litorânea (coastal lowlands), Middle Paraíba, South-Central 
Fluminense and Costa Verde.

Volta Redonda is situated on the banks of the Paraíba do 
Sul River, where Companhia Siderúrgica Nacional (CSN, or 
“National Steel Company”) was established in 1946 (Klein, 
Araujo et Leal, 1985).

According to the IBGE (2014b), the city of Volta Redonda 
belongs to the Middle Paraíba Region, along with Barra do 
Piraí, Barra Mansa, Itatiaia, Pinheiral, Piraí, Porto Real, Qua-
tis, Resende, Rio Claro, Rio das Flores and Valença. It has an 
estimated population of 262,259 inhabitants, with a land 
area of 182,483 km2 and a Municipal Human Development 
Index (IDHM, 2010) of 0.771.

Based on data extracted from the Annual List of Social 
Information (RAIS, 2010), released by the Ministry of Labor 
and Employment, Figure 1 shows the number of micro and 
small enterprises of the cities of the Middle Paraíba Region. 
Volta Redonda has the highest number (SEBRAE, 2011b).

Figure 2 shows the evolution of the number of establish-
ments from 2009 to 2010, in Volta Redonda. Micro enter-
prises represented 91.0% of the total formal establishments 
in Volta Redonda and the highest concentration of these 
companies was in the retail sector (SEBRAE, 2011b).

1 The municipality is the local administrative unit in Brazil. It is 
akin to a county, except with a single mayor and municipal coun-
cil. Municipalities range from lightly populated rural areas with 
one or two small towns to heavily populated urban regions that 
are part of greater metropolitan regions. There are no unincor-
porated areas in Brazil. 
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Figure 1.  Number of MPEs in cities of the Middle Paraiba Region.
Source: SEBRAE (2011b).

Figure 2. Evolution of establishments in the city of Volta Redonda.
Source: SEBRAE (2011b).

Financial management and accounting 

Financial management can be defined as the manage-
ment of monetary flows from operating activities of a com-
pany in terms of their respective occurrences in time. It aims 
to find the balance between “profitability” (maximization of 
returns) and “liquidity” (ability to honor financial commit-
ments within contracted deadlines). Thus, financial manage-
ment is necessary to balance generating profits and main-
taining cash (Cheng et Mendes, 1989).

According to Dolabella (1995), a company’s management 
system can be analyzed in three interrelated dimensions: 
operational, economic and financial, and the last one aims 
to ensure the company’s liquidity. 

As explained by Vaz et Menezes (2006), among the man-
agement challenges are those related human resources, 
production process and financial affairs, among others. The 
working capital management is extremely dynamic, requir-
ing daily attention of executives. Any failure in this area can 
compromise the solvency of the company or impair its prof-
itability.

In recent decades, management accounting has increas-
ingly gained importance within organizations, as a funda-
mental tool for the pursuit of efficiency and cost contain-
ment (Macinati et Anessi-Pessina, 2014).

Accounting is responsible for providing information, 
meeting the new challenges, seeking data that meet the 
needs of stakeholders (concerned parties) (Daneberg, et al., 
2014; Gill et al., 2017).

According to Carneiro et al. (2008), among the many pur-
poses of accounting is to act as a disclosure channel with 
society, allowing the identification, measurement and anal-
ysis of economic, financial, social and environmental events.

For Marion (1998) “Accounting can be considered as an 
information system designed to provide the data to users 
to help them make decisions”. Dolabella (1995) affirms that 
the financial function comprises a set of activities related 
to the management of funds handled by all areas of the 
company. This function is responsible for obtaining the 
necessary resources and the formulation of a strategy to 
optimize the use of these funds, since financial functions 
play an important role in the development of all operation-
al activities, contributing significantly to the success of the 
enterprise.

3. RESEARCH METHOD 

This paper addresses the practices of individual micro-en-
trepreneurs in Volta Redonda regarding financial manage-
ment. The method is qualitative, descriptive and explorato-
ry, based on literature review and primary data from a field 
survey. 

The published data came basically from four sources: a) 
Scielo; b) Web of Science (WoS); c) studies conducted by SE-
BRAE; and d) laws related directly and indirectly to IMEs. The 
data from the academic literature were obtained by using 
the following search expressions: “micro e pequenas em-
presas”, “micro empreendedor individual” and “pequenas 
empresas” (Scielo); and “microentrepreneurship”, “micro-
enterprise” and “small firms” (WoS). 

The field survey involved the application of a question-
naire composed of eleven closed questions. It was previous-
ly validated through a pilot test with three other micro-en-
trepreneurs in the same field, but separately. 

The questionnaire contained simple questions to facili-
tate the understanding of respondents, and covered issues 
on financial planning, result analysis, loans, cash-flow con-
trol, control of accounts payable and receivable, and sales 
forecasting, among others. Twenty-one micro-entrepre-
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neurs in different business segments took part in the survey, 
conducted at a marketplace in the city of Volta Redonda. 

The micro-entrepreneurs were chosen based on the fol-
lowing three parameters: i) diversity of products and ser-
vices typically sold by micro-entrepreneurs in the city; ii) 
their presence in this marketplace, which has a privileged 
geographical location; and iii) ease of access to micro-en-
trepreneurs by one of the researchers, since the majority 
of the people surveyed are customers of Banco do Brasil, 
where this researcher is the Corporate Relationship Manag-
er. Thus, we used an intentionally non-probabilistic sample 
of 21 small businesses from a total of 24 located in that mar-
ketplace. It should be mentioned that the marketplace has 
adequate infrastructure and is supported by the municipal 
government of Volta Redonda.

4. RESULTS AND DISCUSSION 

Based on the data collected by this survey, it was ob-
served that only 5% of respondents had completed higher 
education, while 52% had not finished 9th grade. Therefore, 
a general low level of education was evident, which can be 
directly related to the results. This is not a conclusive find-
ing, but an assumption that the elements are related to, 
since it is reasonable to assume that the level of education 
has a direct influence on financial management issues and 
their control.

One result that stood out was the method used by the re-
spondents to keep track of their finances. About two-thirds 
of them control this through figures written in notebooks 
and 19% do not perform any kind of control. Figure 3 illus-
trates these results.

19%

67%

14%
does not control
control on paper
Specific Software 

Figure 3. Cash flow control by micro-entrepreneurs.
Source: Prepared by the authors.

According to Rikhardsson et Impgaard (2004), successful 
management requires having relevant information to guide 
decision making. Dolabella (1995) points out that financial 
management has an important role in managing the compa-
ny, as it is responsible for providing data on the financial sit-

uation of the organization and therefore, it allows managers 
to trace out their strategies.

We believe that it is not the lack of resources that pre-
vents the use of electronic spreadsheets in managing cash 
flow and financial matters in general, but the existence of a 
culture characterized by resistance and/or technical inability 
to use new technologies. The low use of Microsoft Excel, as 
shown in Figure 4, is a clear example, in line with the scenar-
io presented by the previous figure.

Figure 4. Use of Excel spreadsheets to control cash flow 
Source: Prepared by the authors. 

The use of this program does not require great techni-
cal knowledge; thus, it is the best program for financial 
record-keeping in micro-enterprises, since typically these 
companies do not have financial means to invest in specif-
ic software. This reinforces the observation of the previous 
paragraph, i.e., the lack of computer knowledge and the lack 
of interest and resistance to change of micro-entrepreneurs.

During the literature review, it was noted that cash flow 
is one of the most effective tools of financial planning and 
control, thus becoming a basic element for administrators 
to assess the financial position of the company in the long 
term (Quintana et Saurin, 2008). A precise cash flow fore-
cast is essential for successful management and is especial-
ly important in volatile market and uncertain credit condi-
tions (Tangsucheeva et Prabhu, 2014). Without an accurate 
prediction of cash flow, the company may fail to meet its 
short-term obligations and may be in danger of bankruptcy. 
If the forecast cash flow is not accurate, the company can be 
limited by a number of factors, including changes in macro-
economic conditions that influence liquidity in the economy, 
varying customer payment behavior and dynamics of the 
supply chain.

According to Batista et al. (2012), in their study of the 
mortality of micro and small enterprises in Sousa, Paraíba 
state, small business owners have resistance to implement-
ing a planning process and creating a database. These mi-
cro-entrepreneurs believe that strategic planning is an issue 
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faced only by large companies with expensive projects, high 
amounts of customers and many managers.

Table 2 identifies the financial management activities 
carried out by the micro-entrepreneurs in the city of Volta 
Redonda, including analysis of financial results, planning 
of financial resources, monitoring of accounts payable and 
receivable, recording of costs and expenses, as well as the 
classification of costs into fixed and variable. 

Table 2. Activities undertaken by Volta Redonda individual micro-
entrepreneurs

Activities
Results (n=21)

Yes No
Analysis of financial figures. 24% 76%
Financial resources planning 71% 29%

Monitoring of accounts payable and re-
ceivable, through payment flows 62% 38% 

Recording costs and expenses 86% 14%
Classification of costs into fixed and 

variable 52% 48%

Source: Prepared by the authors.

According to Table 2, in general, financial management 
among the micro-entrepreneurs surveyed in Volta Redonda 
is inefficient: 76% of them do not analyze their financial re-
sults. This demonstrates the unpreparedness and lack of in-
terest of most micro-entrepreneurs analyzed. It also shows a 
lack of control in the structuring of business data, to enable 
measurement and comparison with past patterns.

On the positive side, most micro-entrepreneurs in this 
study (71%) plan the use of financial resources while the mi-
nority of them (29%) does not (Table 2). According to Chan 
et Chen (1991), companies in financial difficulties, such as 
those that have lost market value because of poor perfor-
mance, are inefficient producers and are likely to have fi-
nancial problems with cash flow. They also tend to be more 
sensitive to changes in the economy and are less likely to 
survive adverse economic conditions.

Table 2 shows that 62% of respondents monitor their ac-
counts payable and receivable. This is good for the financial 
health of the company; however, it is not enough to ensure 
some security for the business. On the other hand, 38%, 
which is a very high percentage for an item of prime impor-
tance for the financial health of companies, do not do this, 
putting them at the mercy of “luck”, and increasing the pos-
sibility of failure.

According to the data from Vaz et Gomes (2011), many 
companies are created every day in Brazil; however, many of 
them cannot survive and end up closing their doors within 
five years time. Among the various factors that lead these 

companies to close are the lack or incorrect management 
and control of inventories. This particularly affects small and 
medium-sized enterprises, as they do not often have quali-
fied people to perform such function or have one person to 
perform several functions, such as buyer, manager, financial 
controller, and shop attendant, etc. 

Most of the studied micro-entrepreneurs (86%) know 
what costs and expenses are, while 52% of them understand 
the definitions of fixed and variable costs. These items are 
important for planning the company’s budget, and the con-
trol of these costs is very important for the health of the 
company (Table 2).

High efficiency and total management of costs are funda-
mental to the success of any economy. These qualities are 
the only way to stay competitive, control costs and maintain 
the quality of products in an intensely competitive environ-
ment with decreasing profit margins and market shares (As-
saf Neto et al., 2001).

Figure 5 shows the use of loans by the micro-entrepre-
neurs. Most of the respondents (76%) stated they have no 
loans while 24% have some type of loan or financing. These 
percentages are related to the lack of planning for compa-
ny’s growth, where resources such as working capital and 
investments are not being used, or the entrepreneur fears 
expanding the business (Figure 5).

Kevane et Wydick (2001) said that the previous two de-
cades had witnessed an unusual proliferation of micro-cred-
it programs throughout the developing world. The granting 
of credit to micro companies seeks to stimulate economic 
growth in the informal sector by promoting better capital-
ized companies, job creation and growth of long-term in-
come.

Goulart (2013) investigated the profile and characteristics 
of individual micro-entrepreneurs who were customers of a 
bank in the city of Criciúma (Santa Catarina) and found out 
that most had obtained loans, which helped to promote the 
business, noted in the reported increase of sales. 

The sales forecasting of micro-entrepreneurs is shown in 
Figure 6, revealing the majority (52%) forecast their sales. 
This is a good practice for planning the future of the com-
pany in the short term and focusing on the way they want 
to follow. However, 48% do not do this forecasting, which 
can contribute to the premature mortality of the company, 
demonstrating once again the lack of business planning and 
direction (Figure 6). The lack of sales forecasting prevents 
companies from making financial projections in medium and 
long term.
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Figure 5. Use of loans by micro-entrepreneurs
 Source: Prepared by the authors.

This result demonstrates a lack of business vision (my-
opia) and a lack of interest in business growth, as well as 
bad budget management by the majority of micro-entrepre-
neurs, who seem to be satisfied with their current situation.

According to Acquaah (2013), in contemporary competi-
tive, complex and globally changing business environment, 
companies are challenged to adopt business models that 
enable them to meet strategic uncertainties and face risks 
in their business environments. Simons (2000) and Widen-
er (2007), accounting management researchers, argue that 
one of the ways in which companies can continuously reju-
venate to survive and succeed in these complex and uncer-
tain environments is to understand the role of management 
control systems in creating competitive advantages.

A study conducted by SEBRAE (2014) evaluated the MSE 
purchasing system set up by the U.S. government and found 
out that, under the regulation of the Small Business Act, 
1953, federal agencies are required to purchase at least 23% 
of their supplies from small businesses. The most notewor-
thy example comes from NASA, which, despite its high qual-
ity and technology requirements, spends 31% of its budget 
purchasing goods and services from American MSEs, when 
the law requires it to buy only 8%. Meanwhile, the Brazilian 
MSEs account for only 2% of exports. In Italy this percentage 
exceeds 50%, the result of a vigorous policy of incentives 
and protections, which for decades has driven micro and 
small businesses in that country. In Spain and France, there 
are similar mechanisms (SEBRAE, 2014).

Figure 7 shows the evolution of the assets of the compa-
ny, necessary to know the bottom-line profitability. The larg-
est contingent (48%) of the surveyed micro-entrepreneurs 
does not monitor the evolution of the company’s assets. 
This can cause false impressions of performance, and, in ex-
treme situations, even bankruptcy.

Figure 6. Micro-entrepreneurs that make sales forecasts
Source: Prepared by the authors.

Deberry-Spence et Elliot (2012) described a number of 
factors that restrict micro-entrepreneurship, such as lack 
of financial capital and cash reserves, poor management 
skills, inadequate advice, deficiencies in technology, insuf-
ficient support services, ineffective rights or property pro-
tection, lack of access to credit and the difficulty of access 
to export markets. Factors include deficiencies in terms of 
learning and knowledge development, social networks and 
infrastructure.

Figure 7. Monitoring evolution of business assets and profitability 
Source: Prepared by the authors. 

In a globalized scenario, in which information can be 
found more quickly and easily, many small entrepreneurs 
are unresponsive or unmotivated to improve and/or unpre-
pared to manage their businesses. The results found here 
reveal that many of micro-entrepreneurs are not ready to 
face challenges effectively and make their businesses grow 
and prosper, for the simple lack of interest in the search for 
knowledge and preparation to manage a microenterprise. 

Figure 8 condenses and organizes all results found.
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Figure 8. Summary of results  
Source: Prepared by the authors. 

5. CONCLUSION

Financial management involves a set of actions and pro-
cedures related to monitoring certain indicators, which have 
the objective of maximizing the economic and financial re-
sults of a company. These results, being positive or negative, 
end up influencing all other areas of the organization; and 
this is no different in micro and small enterprises (MSEs).

Since this type of organization is considered one of the 
main pillars of the Brazilian economy because of its ability 
to generate jobs, the utility of this study is justified and its 
goals achieved, i.e., to investigate the individual micro-en-
trepreneur profile.

The research in question was able to identify relevant is-
sues such as low educational level, lack of control of cash 
flow and the low use of effective tools to control it, such as 
Excel worksheets. It is important to highlight, though, that 
the percentage of entrepreneurs who control their finances 
through written notes in notebooks was not expected to be 
so high, (67%). In this respect, only 14% of the respondents 
keep track of financial flows with the use of some type of 
software. In terms of long-term sales forecasting, for exam-
ple, we found that 48% do not make any kind of prediction. 
Thus, by induction, it is believed that this combination of 
results is one of the reasons (or the main reason) that the 
mortality rate of MSEs is high (around 27%), as shown in the 
literature review of this study.

As positive results, it was observed that, apparently, 76% 
of the entrepreneurs surveyed are not indebted. It is “ap-
parently” because it could mean a lack of vision in the use 
of credit, which would leverage aspects related to this type 
of organization.

Finally, despite this empirical study was conducted with 
a sample of only 21 micro-entrepreneurs, it is believed that 
this type of result is common in the business world. How-
ever, due to the impossibility of generalization of our find-
ings; and since the selection of the companies surveyed was 
non-probabilistic and intentional, further research based on 
statistical models is recommended, aiming at random se-
lection of an adequate number of companies from this seg-
ment, so that the result of the sample may be more reliably 
attributed to the entire population.
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