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EVALUATION

OF THE EFFECTIVENESS

OF THE 3-IN-I" FINANCIAL
REPORTING MODEL

IN SUPPORTING

THE SUSTAINABILITY OF MSMEs

Abstract

Micro, Small and Medium Enterprises (MSMESs) play a crucial role in the global econ-
omy, but often face challenges in compiling and understanding financial statements.
This study aims to identify effective financial reporting models for MSMEs in support-
ing the sustainability of their businesses in Indonesia. This qualitative field research
focuses on MSME actors in the handicraft sector, household accessories retail, and
laundry services. Through interviews, observations, and analysis of financial statement
documents, it was found that the “3-in-1” financial statement model that integrates
balance sheet, profit and loss, and cash flow in one worksheet provides significant
benefits for MSMEs. This model offers a concise, easy-to-understand, and integrated
presentation of financial information, allowing MSME actors to comprehensively un-
derstand the financial performance of their business. The results show that after 14
months of implementing the “3-in-1” model, the assets of one of the MSMEs increased
by more than 1 billion rupiah. In addition, an informant in the retail sector reported a
change from a loss of 16 million Rupiah to a profit of 44 million rupiah after improving
the pricing procedure based on the “3-in-1” report. In the laundry service sector, the
implementation of the “3-in-1” model allows business owners to pay themselves 50
thousand rupiah every day. This model has proven to be effective in supporting the sus-
tainability of MSMEs by providing easy-to-understand financial reports, saving time
and resources, and encouraging business growth. This study contributes to improving
MSME financial literacy, better business decision-making, and encouraging innova-
tion in financial reporting for the MSME sector.

Keywords MSMEs, accounting, reporting, automation, innovation,
decision, sustainability, 3-in-1 model
JEL Classification M41, 126, G32

INTRODUCTION

Micro, Small and Medium Enterprises (MSMEs) have an important
role in GDP growth and labor absorption in Indonesia. Based on data
from the Coordinating Ministry for the Economy of the Republic of
Indonesia (2022), MSMEs contribute up to 99% to the number of com-
panies and contribute around 60% to national GDP. This significant
role makes MSMEs the backbone of the national economy. However,
MSME:s often face major challenges when it comes to effective finan-
cial reporting (Lishmah Dominic et al., 2023).

The complexity of conventional financial reporting models is one of
the main challenges for MSMEs (Kaur et al., 2023). Complicated re-
porting standards are often difficult to understand and implement by
MSME actors who generally do not have a strong accounting back-
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ground (Aryani et al., 2023). This is exacerbated by the high cost of hiring professional accounting per-
sonnel, so many MSMEs are unable to prepare their own financial statements (Gardi et al., 2021). The
lack of quality financial reports can hinder MSMEs’ access to funding sources and reduce their ability
to make informed business decisions (Ariani et al., 2024; Mynhardt et al., 2017).

In this digital era, digital literacy is a must for MSMEs to remain competitive (Pangarso et al., 2022).
The adoption of digital technology not only improves operational efficiency but also allows MSMEs to
better compile and understand financial statements (Susanti et al., 2023). Digital literacy allows MSME
actors to innovate in their financial reporting models, provide a more accurate picture of their business
performance, and reduce errors in financial recording and reporting (Saraa et al., 2020).

Thus, the study of the issue of implementation and improvement of systems and models of financial
reporting in the activities of MSMEs is relevant for many countries of the world, including Indonesia.

1. LITERATURE REVIEW

MSMEs play a crucial role in the economy, not
only in Indonesia but also globally. Many studies
have shown that MSMEs play an important role
in driving economic growth, creating jobs, reduc-
ing poverty, increasing innovation, and economic
competitiveness (Nurhayati et al., 2021; Susanti et
al., 2023; Wei et al., 2023).

The sustainability of MSMEs is an important fac-
tor in maintaining overall economic stability and
growth. High-quality financial reports are a vital
instrument for MSMEs to access funding sources,
attract investors, and make the right business deci-
sions (Nurcaya et al., 2024; Wei et al., 2023; Yacob
etal., 2021; Yanto et al., 2022). Transparent and ac-
curate financial statements provide a comprehen-
sive picture of a company’s financial performance,
financial position, and cash flow, which is the ba-
sis for internal and external parties to assess the
feasibility and growth potential of MSMEs (Gardi
et al., 2021).

Although important, the preparation of quality
financial statements is often a big challenge for
MSMEs. The complexity of accounting standards
such as PSAK (Statement of Financial Accounting
Standards) in Indonesia that adopts IFRS
(International Financial Reporting Standards) is
often considered too complicated and irrelevant to
the scale and characteristics of MSME businesses
(Gunawan, 2023). Limited access to supporting
technology and infrastructure can also make it
difficult for MSMEs to implement effective finan-
cial reporting practices (Pusung et al., 2023). The
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limitations of human resources, both in terms of
quantity and quality, are also an obstacle. Many
MSMESs do not have competent accounting staff
or cannot afford to hire the services of profession-
al accountants (Zulfikar et al., 2022). This causes
many MSMEs to have difficulties in compiling fi-
nancial statements that are in accordance with ac-
counting standards and may hinder their access
to funding sources (Ariani et al., 2024; Jin et al,,
2021). Lack of understanding of accounting and
financial reporting can also lead to errors in the
recording of transactions, recognition of income
and expenses, and valuation of assets and liabili-
ties (Gunawan, 2023).

To overcome this challenge, financial literacy and
digitalization are two important pillars. Adequate
financial literacy enables MSME actors to under-
stand basic accounting concepts, interpret finan-
cial statements, and use financial information for
business decision-making (Rodriguez-Ortiz et
al., 2022; Srisusilawati et al., 2022). Improving fi-
nancial literacy can be achieved through training,
workshops, or mentoring programs organized by
governments, financial institutions, or non-prof-
it organizations (Cera et al., 2021; Shahreza &
Lindiawatie, 2021). In addition, financial literacy
can also be improved through the use of digital
technologies such as easy-to-use financial apps
and online learning platforms (Cunningham et
al., 2023; Ko et al., 2022).

The digitization of MSMEs, which includes the
adoption of digital technology in business oper-
ations, has been proven to increase the efficien-
cy, productivity, and competitiveness of MSMEs
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(Pangarso et al., 2022; Md Husin & Haron, 2020).
In the context of financial reporting, digitalization
can be realized through the use of financial appli-
cations and other digital platforms (Horvathova
& Mokrisova, 2020; Kaur et al., 2023). The use of
digital technology can help MSMEs in automating
the transaction recording process, generating real-
time financial reports, and analyzing financial da-
ta more efficiently (Zulfikar et al., 2022). This can
reduce operational costs, improve data accuracy,
and speed up the decision-making process.

In addition, innovations in financial reporting
models such as the “3-in-1” model that integrates
balance sheets, income statements, and cash flows
in a single worksheet, have proven effective in
helping MSMEs prepare more comprehensive and
easy-to-understand financial statements (Perdana
etal., 2023). This model allows MSME actors to get
a more holistic picture of their business’s finan-
cial condition, which in turn can support better
decision-making and support the sustainability of
their business (Makarenko & Plastun, 2017; Sejati
etal., 2023).

Overall, research shows that quality financial re-
ports and digital literacy are essential for the sus-
tainability and growth of MSMEs. Innovative
financial reporting models such as “3-in-1” can
help MSMEs overcome challenges in preparing
financial statements and support better business
decision-making (Al-Khoury et al., 2023; Swiecka
etal., 2020).

This study aims to evaluate the effectiveness of the
“3-in-1” financial statement model in supporting
the sustainability of MSMEs in Indonesia.

2. METHOD

This study is a field research with a qualitative ap-
proach that aims to deeply understand how the “3-
in-1” financial statement model is used and affects
the sustainability of MSMEs (Olmos-Vega et al.,
2023). This study uses a multiple case study design.
This design was chosen because it allows research-
ers to analyze in depth several different cases of
MSMEs, so that it can provide a more compre-
hensive understanding of the phenomenon being
studied (Anderson et al., 2014).

18

The research sample consisted of three MSME ac-
tors in Central Java Province (Indonesia), who are
engaged in the handicraft sector, household acces-
sories retail, and laundry services. Sample selec-
tion was carried out using the purposive sampling
technique. The criteria for selecting the sample are
MSMEs that have used the “3-in-1” financial state-
ment model for at least one year and are willing
to be interviewed. The selected sample is MSME
actors in the handicraft manufacturing sector,
household accessories retail, and laundry services
as presented in Table 1.

Table 1. Population and study sample

Category Sub-category
Manufacturing  ©  Handicrafts 0 AL
Retail i HoOme Accessories B
Service Laundry C

Primary data were collected through semi-struc-
tured interviews with MSME owners or manag-
ers. Interviews are conducted face-to-face using
interview guidelines that have been prepared in
advance. The interview guide includes questions
related to the use of the “3-in-1” financial state-
ment model, the benefits felt, the challenges faced,
and the impact of the model on business decision-
making and the financial performance of MSMEs.
In addition to interviews, data was also collect-
ed through direct observation of the financial
statement preparation process using the “3-in-1”
model and analysis of MSME financial statement
documents.

The collected data were analyzed using content
analysis techniques (Bengtsson, 2016; Erlingsson
& Brysiewicz, 2017; Ko et al., 2022). Content analy-
sis is carried out by identifying, coding, and cat-
egorizing relevant information from interview
transcripts, observation records, and financial
statement documents. Furthermore, the data that
have been analyzed are used to identify patterns,
themes, and relationships between the variables
studied. The first step in the content analysis pro-
cess is to identify the unit of analysis, which can
be in the form of words, phrases, sentences, or
paragraphs that are relevant to the research ques-
tion. For example, in an interview transcript, the
unit of analysis can be a sentence describing the
respondent’s experience using the “3-in-1” mod-
el. The second step is to establish the code. That
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is, each unit of analysis is assigned a specific code
that describes the meaning or main topic of the
unit. This code can be a short word or phrase
that is easy to remember and relevant to the data.
The third step is to group the code into broader
themes. These themes are then analyzed to iden-
tify patterns, relationships, and further interpreta-
tions of the data.

To ensure the validity and reliability of the research,
several steps have been taken. First, data triangu-
lation was carried out using several different data
sources, namely interviews, observations, and doc-
uments. Second, member checking is carried out
by asking for feedback from research participants
regarding the results of data analysis. Third, peer
debriefing is carried out by discussing the results
of the research with peers to get input and criticism.

This study has been carried out in accordance
with the rules of research ethics. Prior to conduct-
ing the interviews, the researcher had explained
the objectives and procedures of the study to the
participants, as well as asked for their consent to
participate in the study. The identity of the partici-
pants is kept confidential, and the data collected
are only used for research purposes.

3. RESULTS AND DISCUSSION

Based on a series of interviews related to previous
problems, all information can be presented as il-
lustrated in Table 2.

Table 3 shows the results of interviews to all
MSME actors who have benefited in the form of
business financial statements with the findings of
a model called “3-in-1”, which is in accordance
with the business transactions of 4 business actors.
The results of the questions asked during the inter-
view are as follows:

Table 2. Previous problems

Accounting and Financial Control, Volume 5, Issue 1, 2024

1.  What makes you consistent in making regular
business financial statements for at least one
previous financial year?

2. Why did you choose a business financial re-
porting model called “3-in-1” that is currently
in use?

3. How long have you been using the “3-in-1”
model for your business?

4. How can you find out the company’s business
financial performance through the “3-in-1”
model financial statements?

5. What benefits do you get after having regular
business financial statements with the “3-in-1”
model?

Table 3 shows that informants from the craft
manufacturing sector reaffirmed the importance
of consistency in tracking business financial de-
velopments as a foundation for better financial
decision-making. Their choice of the 3-in-1 fi-
nancial reporting model is based on its simplic-
ity, which makes it easy to evaluate business per-
formance quickly and efficiently, while its main
advantage is its ability to present comprehen-
sive financial information in a single worksheet,
making it easy to quickly and concisely under-
stand the overall financial of the business. With
this model, they can assess the overall health
of a business’s financial liquidity, such as cash
flows consisting of Operating Cash Flow (OCE),
Investment Cash Flow (ICF), and Funding Cash
Flow (FCEF), thus providing deeper insights into
important aspects of a business’s financial per-
formance. What is a measure that this “3-in-1”
model provides many benefits for Al informants
is the nominal amount of money written in the
“3-in-1” report and what is in the bank account is
exactly the same.

Problems

Indicator

All MSME actors in the business sector, both
manufacturing, retail, and services, have not been able
to compile detailed and detailed financial statements

Participants do not feel the need to prepare detailed financial statements and
: feel that preparing financial statements is complicated

Information on recorded financial transactions is still
very limited

i Not understanding the benefits of comprehensive financial reporting and
i preparing for it

Absence of historical financial data

Recording is not yet fully comprehensive, so there is still a lot of data and
information that is not detailed

http://dx.doi.org/10.21511/afc.05(1).2024.02
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Table 3. “3-in-1” model usage response

MSME

Perpetrator Code | Category

Responses

| can be consistent because | see the importance of tracking the financial progress of my
business. It helps me to make better decisions financially.

i I chose this “3-in-1” model because of its simplicity. With easy-to-understand reports, | can
: quickly evaluate my business performance.

16 months.

The main advantage is its ability to present financial information comprehensively in a single
worksheet. This makes it easy for me to see the overall picture quickly and concisely.

il can find out financial performance, for example cashflow which consists of: OCF, ICF,

i and FCF, just by looking in the cash menu at the current assets presented in the report.
Measurably, the nominal money written in the 3-in-1 statement and the one in the bank
account are exactly the same. This helps me to assess the overall financial liquidity health of
the business.

Al Manufacturing

My consistency is driven by the need to understand the cash flow of my business. Because

i before having business financial statements, there is often a lack of liquidity.

i1 chose this model because of its ease of use. With just one worksheet, | can quickly
understand my business finances.

18 months.

: Its main advantage is its ability to combine different aspects of finance in one worksheet. This
i makes it easier to understand and use.

| can see the profit or loss through the income statement presented in one worksheet
through the “3-in-1” model report. An example is when getting a report that suffered a loss
¢in the previous month of sixteen million rupiah, then after tracing the source of the problem
i through the “3-in-1” model, the main problem is the procedure about the price of the
product. So that after improving the product pricing procedure, in the following month a net
profit of forty-four million rupiah was immediately achieved.

i My consistency is driven by a desire to understand the financial performance of my business.

i By looking at reports periodically, | can take steps to calculate how much my operational costs
fare.

| chose this model because it is concise and easy to understand.

i 20 months.

i The main advantage is good integration between balance sheet, profit and loss and cash flow
{in one worksheet. This really helped me understand the condition of my business.

i Objectively, my business assets increased to more than 1 billion Rupiah in a span of 14 months
i since using this 3-in-1 model. Even though before having financial statements, | did not
erstand how much cash, profit and wealth of my business had as a whole.

B1 : Retail

B2 Retail

I need information about the amount of unpaid receivables.

i This “3-in-1” model is very helpful, unlike what | found for example when attending training
i organized by certain institutions.

i 14 months.

i1 can quickly find out how much money is coming in and going out because this model is also
i made through a simple digital application.

After using the “3-in-1” model, my finances are not disturbed because now | can shop for

i personal needs by receiving a daily salary of fifty thousand rupiah.

C1 Services

The results of interviews with two MSME actors the financial ratios presented in the report, helping

in the household accessories retail sector show
awareness of the importance of consistency in un-
derstanding business cash flow in response to li-
quidity shortages that often occur before having
business financial statements. Their choice of the
“3-in-1” financial reporting model is based on its
ease of use that allows for a quick understanding
of business finances with just one worksheet. Its
main advantage is its ability to combine different
aspects of finance in a single worksheet, making
it easier to understand and use. With this mod-
el, they can see profit or loss through the income
statement presented in a single worksheet, as well
as evaluate financial performance by looking at

20

them evaluate the overall financial condition of
the business. An example of measurable benefit for
Bl informant is when getting a report that suffered
a loss in the previous month of sixteen million
rupiah, then after tracing the source of the prob-
lem through the “3-in-1” model, the main prob-
lem was found to be about the procedure regard-
ing the price of the product that applies the same
price both for large and small sales. So that after
improving the product pricing procedure, in the
following month an increase in financial perfor-
mance was immediately achieved with a net profit
of forty-four million rupiah. The next interesting
finding is the objective use of the “3-in-1” model

http://dx.doi.org/10.21511/afc.05(1).2024.02



by B2 informants, namely in a span of 14 months,
the growth of their business assets increased rap-
idly to more than 1 billion Rupiah. Considering
the condition of these retail businesspeople before
having a “3-in-1” model financial report, this is a
positive and significant phenomenon.

The results of interviews with MSME actors in the
laundry service sector (Cl) revealed the need for in-
formation on the amount of unpaid receivables as
part of business financial management. This laun-
dry service businessperson highlighted that the
3-in-1 financial reporting model provides extraordi-
nary assistance, in contrast to their experience when
attending training organized by certain institutions.
The model’s ability to quickly provide information
about cash inflows and outflows is helpful, espe-
cially since it is presented through a simple digital
application. With this model, they can quickly find
out information about cash flow, profit growth, and
increase in business assets, providing a compre-
hensive understanding of their business’s financial
performance. Quantitatively, MSME actors in this
laundry service can pay themselves fifty thousand
rupiah every day after using the 3-in-1 model.

To add content analysis based on the results of the
interview, the techniques described in the method-
ology are applied. Here are the steps and results of
additional analysis based on the interviews in the
Results chapter. The unit of analysis was identi-
fied from interviews conducted with MSME actors
from various sectors (handicraft manufacturing,
household accessories retail, and laundry services).
This unit of analysis includes specific statements
and experiences regarding the use of the “3-in-1”
model and the perceived benefits. Each unit of anal-
ysis is assigned a code describing the main meaning
or related topics, such as Consistency, Ease of Use,
Financial Benefits, and Asset Enhancement.

The codes are then grouped into broader themes to
identify patterns and relationships between vari-
ables. In the analysis presented, the themes identi-
fied included Consistency in Financial Reporting,
Ease and Simplicity in Use, Significant Financial
Benefits,and Enhancement of Assets and Liquidity.

Consistency in Financial Reporting: MSME ac-

tors show consistency in making financial reports
because the “3-in-1” model helps them track the

http://dx.doi.org/10.21511/afc.05(1).2024.02
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financial progress of their business regularly. This
consistency is important for better decision-mak-
ing and supporting business sustainability.

Ease and Simple to Use: The “3-in-1” model is
chosen by many MSME players due to its conve-
nience. This model simplifies financial reporting
by integrating balance sheets, income statements,
and cash flows in a single worksheet. This makes
it easier for MSME actors who do not have an ac-
counting background to understand and use their
financial statements.

Significant Financial Benefits: The use of the “3-in-
1” model brings real financial benefits to MSME
actors. For example, some MSME actors report-
ed increased profitability and reduced errors in
financial records. One of the MSME actors even
managed to turn losses into profits by improving
the price procedure based on the “3-in-1” report.
For example, a household accessories retailer (B1)
suffered a loss of 16 million Rupiah in the previ-
ous month. By using the “3-in-1” model, B1 infor-
mants were easier to find the root cause and were
able to immediately improve the pricing proce-
dure, so that they then managed to achieve a profit
of 44 million Rupiah in the following month.

Increased Assets and Liquidity: Increased assets
and liquidity are a significant result of the use of
the “3-in-1” model. MSME players reported a sig-
nificant increase in assets and the ability to bet-
ter manage cash flow. A concrete example is the
increase in assets of more than 1 billion Rupiah
within 14 months after using the “3-in-1” model on
B2 informants. In addition, laundry service busi-
ness actors (C1) can separate their business financ-
es by paying themselves fifty thousand Rupiah per
day after using the “3-in-1” model. To validate the
interview results, Figure 1 is a form of 3-in-1 busi-
ness financial statements that have been used by
MSME actors who become informants.

According to Perdana et al. (2023) and Sejati et al.
(2023), the Financial reporting “3-in-1” model is
an innovation that integrates balance sheet, profit
and loss, and cash flow statements in one work-
sheet, includig details of cash flow accounts and
profit and loss accounts, designed to facilitate fi-
nancial analysis, better decision making, as well as
improving the efficiency and readability of a com-
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STATEMENT OF FINANCIAL POSITION
At 31st DECEMBER

3 IN 1 MODEL
AKTIVA PASIVA
15 [ Nofe [ 37/1272022 | 31/12/2023 CIABILITY AND EQUITY | Note 31/12/2022 31/12/2023
CURRENT ASSETS CURRENT LIABILITIES
Cash Sales 3 Accounts Payable 7
Receipt of Receivables 3 Payroll Debt 7
Other Income 3 Accrued fees 7
Payment for Inventory OcCF 3 Total Current Liabilities
Operating Costs 3
Salary and Bonus Withdrawals 3 NON-CURRENT LIABILITIES
Other Cost 3 Banking Debt 4
Paper Asset Sales 3
Sale of Fixed Assets ICE 3 EQUITY
Purchase of Fixed Assets 3 Own Equity 8
Paper Asset Purchase 3 Additional Equity 8
Share Sale 3 Total
Capital Deposit 3
Non-current Debt Receipt FCF 3 |PROFIT (LOSS)
Non-current Debt Payment 3 ["|cash income 9
Dividend Payment 3 Non-Cash Income 9
Prive 3 Returns 9
Total Cash Other Income 9
Materials 4 =
Materials Outside 4 H Cost of Goods Sold
Intermediate Goods 4 E Operating Expenses 9
Intermediate Goods Outside 4 ® Salary & Bonus Expenses 9
Goods Available for Sale 4 "f'; = |Other Expenses 9
Account Receivables 5 £ Depreciation Expense 9
Prepaid Expenses 2 | Amortization Expense 9
Supplies £ Interest Expense 9
FIXED ASSETS Tax Expenses 9
Equipment 6 Current Profit (loss) balance
Building 6
Vehicle 6 JPrsvious Retained Earnings
Depreciation 6 Retained Earnings 10
Amortization 6
TOTAL ASSETS TOTAL LIABILITIES & EQUITY

Figure 1. 3in1 model financial statement template display

pany’s financial information. The innovation in
this model lies in the detailed presentation of the
cash flow statement listed in the top table on the
current asset menu and details about the income
statement listed in the bottom table on the liability
and equity menu. If we look at the statement of
financial position/balance sheet of the commonly
known “Skontro” (horizontal) model, so the pre-
sentation of the details of the accounts related to
cash flows actually substitutes the cash account.
In the “3-in-1” model, the accounts associated
with operating cash flow consists of cash sales,
receipt of receivables, other income, payment for
inventory, operating costs, salary and bonus with-
drawals. Then the accounts associated with in-
vesting cash flow include paper asset sales, sale of
fixed assets, purchase of fixed assets, paper asset
purchase, and other cost. Further accounts associ-
ated with financing cash flow consists of share sale,
capital deposit, non-current debt receipt, non-cur-
rent debt payment, dividend payment, and price.
Next comes the presentation of accounts related to
actual profit and loss by breaking down the cur-
rent profit account, i.e. consists of cash income,
non-cash income, returns, other income, cost of
goods sold, operating expenses, salary and bonus
expenses, other expenses, depreciation expenses,
amortization expenses, interest expenses, tax ex-

22

penses, current profit (loss) balance, previous re-
tained earnings, and retained earnings.

While integration between three financial statements
is nothing new, a more detailed and structured pre-
sentation in a single worksheet can provide an ad-
vantage in a company’s financial analysis, especially
for MSME:s that do not have as many accounts as
large-scale businesses. This study is in line with the
findings of Grefalde (2019) who emphasized the im-
portance of good bookkeeping practices in improv-
ing the transparency and accuracy of MSME finan-
cial statements. This article examines the bookkeep-
ing practices of MSMEs and the challenges faced by
business owners in implementing these practices,
which is particularly relevant to research evaluating
the “3-in-1” financial reporting model.

Grefalde (2019) found that most MSME owners
lack knowledge and lack formal training in book-
keeping, leading to cash flow problems and a lack
of adequate bookkeeping practices. This supports
the research objective to provide a financial re-
porting model that is easy to understand and use
by MSME owners who may not have a strong ac-
counting background. In addition, Grefalde (2019)
shows that many MSMEs use external bookkeep-
ing services due to low costs and lack of expertise
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in bookkeeping functions. This supports the ar-
gument that the “3-in-1” model can simplify the
financial reporting process, thereby reducing reli-
ance on external bookkeeping services.

Grefalde’s (2019) article also recommends book-
keeping training for MSME owners to improve
their knowledge and skills in bookkeeping, which
is in line with recommendations in the study that
emphasize the importance of financial literacy
and training to improve financial reporting prac-
tices among MSMEs.

However, the study expands on previous findings
by showing that the “3-in-1” model not only simpli-
fies understanding but also significantly improves
the financial performance of MSMEs, as seen in
the increase in assets and the change from loss to
profit in a short period of time. The developed “3-
in-1” model is designed to be easily accessible and
used by MSME owners without the need for costly
professional assistance, providing a practical solu-
tion that can be easily adopted by many MSMEs. In
addition, this study is more specific in measuring
the impact of the “3-in-1” model on the financial
performance of MSMEs, providing concrete data
on asset improvement and changes in profits, thus
providing a solid basis for recommendations to
adopt this model on a wider scale among MSMEs.

Here, a description is presented for each account
listed on the cash flow statement (green shading)
and income statement (yellow shading).

Description of green shading:

o Cash Sales is revenue earned from the sale of
goods or services paid for in cash by customers.

o Receipt of Receivables is the receipt of mon-
ey from customers who have previously pur-
chased goods or services on a due date.

o Other Income is income earned by a company
from sources other than the primary sale of
goods or services, such as bank interest, royal-
ties, or investment proﬁts.

« Payment for Inventory is the expenditure of

money to buy raw materials or merchandise
to be processed or resold.
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Operating Costs is the expenses incurred by the
company in carrying out its operational activi-
ties, such as electricity, water, and other costs.

Salary and Bonus Withdrawals is the expen-
diture of money to pay salaries and bonuses to
employees or shareholders of the company.

Other Cost are expenses that are not included
in the category of operational costs, such as con-
sultant fees, maintenance costs, and other costs.

Paper Asset Sales is income earned from the
sale of investment assets, such as stocks, sukuk
or bonds.

The sale of Fixed Assets is income earned from
the sale of a company’s fixed assets, such as land,
buildings, machinery, or vehicles.

Purchase of Fixed Assets is the expenditure of
money to buy fixed assets that will be used in
the company’s operations.

Paper Asset Purchase is the expenditure of
money to buy investment assets in the form of
securities, such as stocks, sukuk or bonds.

Share Sale is the income earned by the compa-
ny from the sale of shares to new investors or
shareholders.

Capital Deposit is the entry of new funds into
a company as capital from the owner of the
company.

Non-current Debt Receipt is the receipt of mon-
ey from another party in the form of a long-
term loan.

Non-current Debt Payment is the withdrawal
of money to pay a long-term loan to another

party.

Dividend Payment is the expenditure of money
to pay dividends to shareholders as part of the
profits distributed.

Prive is the expenditure of money from the

company by the owner or shareholder for per-
sonal gain.
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Description for yellow shading:

o  Cash Income is income received directly in the
form of cash or cash equivalents.

e Non-Cash Income is income received due to
selling goods or services with payment made
due.

o Returns are the return of goods by the custom-
er due to defects or non-conformities with the
order.

e Other Income is income derived from sources
other than the company’s main activities, such
as bank interest, royalties, or investment profits.

o Cost of Goods Sold are costs incurred in the
process of production or acquisition of goods
sold, including the cost of raw materials, direct
labor, and overhead.

o Operating Expenses are expenses related to the
company’s operations, such as electricity costs,
rental costs, and administrative costs.

o Salary & Bonus Expenses are expenses incurred
by the company to pay salaries and bonuses to
employees.

o Other Expenses are company expenses that are
not included in the category of operational costs
or salaries, such as reclamation costs, consul-
tant fees, or maintenance costs.

o Depreciation Expenses are expenses recorded
to recognize impairment in the value of a fixed
asset over its useful life.

o Amortization Expenses are expenses recorded
to recognize a reduction in the value of an in-
tangible asset, such as the cost of renewal of a
license, patent or goodwill, over a period of time.

o Interest Expenses are expenses incurred from
the use of borrowed funds of the company.

o Tax Expense is a fee that a company must pay
to the government based on the income earned.

e  Current Profit (loss) balance is the difference
between current income and expenses after de-
ducting taxes.

o Previous Retained Earnings is the amount of
profit or loss that has been withheld from the
previous period.

o Retained Earnings is the amount of the com-
pany’s net profit that has not been distributed
to shareholders after accounting for dividends.

Furthermore, to achieve automated financial re-
porting in digital platforms, Table 5 can show how
the mechanism for inputting journals for each
transaction.

Table 4 presents columns containing a description
of the transaction date; the transaction descrip-
tion is used to describe any transaction events on
that date. Then the nominal column is used to in-
put how much the transaction amount is in units
of money; While the Active and Passive columns
are used to input the transaction code so that au-
tomatically all transaction results will be inputted
into “3-in-1” model. In this input, MSME players
only need to ensure two main things so that the
transactions inputted into the application must
be correct and in accordance with their transac-
tion account. First, by ensuring that every transac-
tion related to sales, capital, and debt, the nominal
amount entered in the column next to Active col-
umn must have the same value as that entered in
the column next to the Passive column. However,
if it is not related to sales, capital, and debt trans-
actions, then the nominal amount is inputted in
the column next to one of the Active columns,

Table 4. “3-in-1” business financial transaction journal display

TRANSACTION
Date Transacton . . ACTIVE . ACTIVE | .~ PASSIVE . . = PASSIVE
: . (copg) ~ (copE) . (copg) ~ (coDE)

. Description
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Table 5. Display of business transaction code description “3-in-1” model

Other Expenses

14 Non-Current Debt Payment

“PRV

16 Prive

 PEMUTL

23 Prepaid expenses
24 :Supplies

32 Accrued Fees

= Often Used in Transactions

i =Several Times Used in Transactions

= Rarely Used in Transactions

must be the opposite of the second Active column.
The opposite is when the column next to the first
Active column is inputted positively, then the col-
umn next to the second Active column is input-
ted with the same nominal but with a minus sign.
Meanwhile, to ensure whether the transaction is
in accordance with what is entered in the column
in the transaction description, then the transac-
tion code is inputted according to the description
of each account as mentioned in Table 5.

This study opens up opportunities for further
exploration regarding the application of the
“3-in-1” model in various other MSME sectors,
including more complex sectors such as large
manufacturing or information technology. In
addition, future research may focus on further

development of the “3-in-1” model with the in-
tegration of more advanced digital technologies,
such as the use of Artificial Intelligence (AI)-
based accounting software for automation and
more in-depth analysis. Longitudinal studies
are also needed to measure the long-term im-
pact of the use of the “3-in-1” model on the sus-
tainability and growth of MSMEs. In addition,
comparative research between MSMEs using
the “3-in-1” model and those using traditional
reporting methods can provide further insights
into the effectiveness of this model. Thus, the
“3-in-1” model shows great potential not only in
improving financial literacy and financial re-
porting efficiency of MSMEs, but also in sup-
porting better business decision-making and
business sustainability in the long term.

CONCLUSION

This study aims to evaluate the effectiveness of the “3-in-1” financial reporting model in supporting the
sustainability of micro, small, and medium enterprises (MSMEs). The results of the study show that the

“3-in-1” model makes it easier for MSME actors to compile and understand financial statements. By in-

tegrating balance sheets, income statements, and cash flows in one worksheet, MSME actors who gener-
ally do not have an accounting background can easily evaluate the financial condition of their business.

http://dx.doi.org/10.21511/afc.05(1).2024.02
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This improves their ability to make more informed and effective financial decisions. The implementa-
tion of the “3-in-1” model shows an increase in assets and an improvement in financial performance in
MSMEs involved in this study. One MSME in the retail sector reported a change from loss to profit after
improving pricing procedures based on the “3-in-1” report. An increase in assets of more than 1 billion
Rupiah in 14 months was also reported by other MSMEs after using this model.

The simplicity of the “3-in-1” model makes MSME actors consistent in compiling financial reports on a regu-
lar basis. The integration of all three financial statements in a single worksheet makes it easy to evaluate busi-
ness performance quickly and efficiently, without the need for the help of expensive professional accountants.
The “3-in-1” model has proven to be effective in supporting the sustainability of MSME businesses by pro-
viding easy-to-understand financial reports, saving time and resources, and encouraging business growth.
Increased liquidity and the ability to separate personal and business finances are important indicators of the
financial health of businesses achieved with this model. The conclusion of this study is that the “3-in-1” fi-
nancial reporting model has a significant positive impact on the sustainability and growth of MSMEs. This
model not only improves the financial literacy of MSME actors, but also helps them in making better and
more efficient business decisions. Therefore, the adoption of the “3-in-1” model is highly recommended for
other MSMEs who want to improve their business performance and sustainability.
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