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ABSTRACT 
 
Background: MSMEs are crucial for economic growth and employment in Indonesia, but many face challenges like competition and weak financial management. Limited accounting knowledge leads to poor record-keeping and difficulty preparing financial reports, making effective decision-making harder. Adopting proper accounting practices is essential for improving business performance and sustainability. 
Objective: This study investigates the effect of financial report preparation training on MSME competency and its implications for financial report quality in MSMEs guided by the West Java Chamber of Commerce and Industry (KADIN) in Bandung.
Research Design : The study employs a quantitative approach using a descriptive-analytical case study design with a causal framework. The relationships among variables are examined through hypothesis testing and path analysis
Location and Duration Study : The research was conducted on MSMEs guided by West Java KADIN in Bandung during the COVID-19 pandemic.
Methodology : Primary data were collected through a structured questionnaire using a five-point Likert scale. This study was conducted in the context of MSMEs under the guidance of the West Java Chamber of Commerce and Industry (KADIN West Java). The sample consisted of 39 respondents selected through purposive sampling from the guided MSME group. The research instrument comprised 12 items for Financial Report Preparation Training, 13 items for Competency, and 14 items for Financial Report Quality. The data were analyzed using descriptive statistics and inferential analysis with SPSS. The hypotheses were tested using the t-test, while the causal relationships among variables were examined through path analysis.
Results: The findings show that financial report preparation training has a positive and significant effect on competency (Sig. = 0.024; B = 0.312). Competency has a positive and significant effect on financial report quality (Sig. = 0.001). Financial report preparation training also has a positive and significant direct effect on financial report quality (Sig. = 0.018). These results indicate that training improves financial report quality both directly and indirectly through increased competency.
Conclusion: Financial report preparation training strengthens MSME competency and improves the quality of financial reports. The study recommends future research using larger and more diverse samples and longer study coverage to enhance generalizability and to capture broader MSME conditions related to SAK-EMKM implementation and financing access.
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INTRODUCTION
 
Micro, Small, and Medium Enterprises (MSMEs) play a crucial role in driving economic growth. In Indonesia, the number of MSMEs has reached 65.64 million and is expected to increase every year. This growth has a positive impact on employment creation and poverty reduction. MSMEs also contribute to labor absorption, market expansion, purchasing power, and investment growth, both at the macroeconomic and microeconomic levels (Khumairo et al., 2025; Ahmed et al., 2024).
Despite their important contribution, MSMEs still face major challenges in their business operations. These challenges include intense competition, economic instability, and financial problems. One of the main financial obstacles is the lack of systematic accounting records. Many MSME owners still do not understand the importance of bookkeeping, which makes it difficult for them to separate business capital from personal capital, calculate profit or loss accurately, and evaluate the development of business capital over time (Astuti & Rahmawati, 2020). As a result, weak accounting practices reduce the effectiveness of business management and limit the quality of decision making.
Unlike large companies that usually have established financial management systems, many MSMEs begin their businesses without adequate knowledge of financial management. In fact, the availability of accounting information is very important for managing cash flow, identifying profits and losses, setting selling prices, analyzing market developments, and evaluating business performance (Hidayat & Sari, 2022). Therefore, proper accounting practices are not only a technical requirement, but also a strategic need for business sustainability.
Financial reports have a vital role in business because they provide relevant and accurate information for decision making. Good financial reports allow business owners to understand the financial position of their business more clearly. However, many MSMEs still face difficulties in preparing financial reports because of limited knowledge, low technical skills, and weak understanding of applicable accounting standards. Difficulty in understanding the benefits of accounting information also becomes a serious obstacle in managing the business efficiently (Nur Janah & Qurochman, 2023).
In this study, the variables are consistently defined as Financial Report Preparation Training (X), Competency (Y), and Financial Report Quality (Z). Competency refers to the knowledge, skills, and ability of MSME actors to identify transactions, record them properly, classify accounts correctly, and prepare financial reports in accordance with applicable standards. The impact of Competency on Financial Report Quality is conceptually important. MSME actors with higher competency are more capable of producing financial reports that are accurate, relevant, understandable, and reliable. In contrast, low competency often leads to recording errors, incomplete reports, and weak compliance with accounting standards. Therefore, Competency is an important factor in improving Financial Report Quality.
To address these problems, Financial Report Preparation Training can be an effective solution. Through training, MSME actors can improve their understanding of accounting principles, strengthen bookkeeping skills, and learn how to prepare financial reports systematically. Training also helps MSME actors understand the importance of financial information for internal control, business evaluation, and access to external financing. Therefore, Financial Report Preparation Training is expected to improve Competency and, in turn, improve Financial Report Quality.
West Java is an important context for this study because it has a large MSME base. However, the available data show differences across sources. Data from the Ministry of Cooperatives and MSMEs in 2024 recorded 1.4 million MSMEs in West Java, while another provincial source reported 4.4 million MSMEs. Meanwhile, BPS West Java recorded 625,943 MSMEs in 2020, 622,225 in 2021, and 667,795 in 2022. The proportion of micro-scale MSMEs also increased from 2.55% in 2020 to 3.42% in 2021 and 4.79% in 2022. In addition, the growth rate of MSMEs in West Java rose from 99.06% in 2020 to 99.11% in 2021 and 99.15% in 2022. These figures indicate that MSMEs remain a major economic force in West Java, although the total number varies according to the reporting institution.
                                                                    
                                                                 Table 1. 
 Data on Total MSMEs, Micro MSMEs, and Their Growth in West Java
	Indicator
	2020
	2021
	2022

	Number of MSMEs in West Java according to BPS West Java
	625,943
	622,225
	667,795

	Micro category
	2.55%
	3.42%
	4.79%

	Growth rate
	99.06%
	99.11%
	99.15%

	Number of MSMEs in West Java according to the Ministry of Cooperatives and MSMEs
	1.4 million

	Number of MSMEs in West Java according to provincial source
	4.4 million



(jabarprov.go.id) (jabar.bps.go.id)

Table 1 shows that MSMEs in West Java experienced fluctuations during the COVID-19 and post-COVID-19 periods. The number of MSMEs declined from 625,943 in 2020 to 622,225 in 2021, then increased to 667,795 in 2022. This pattern suggests that MSMEs were affected during the COVID-19 period but showed recovery after the pandemic. Therefore, comparing the COVID-19 period and the post-COVID-19 period is relevant to understanding the present condition of MSMEs and the continuing need to strengthen their financial management capacity.
The distinction between the COVID-19 period and the post-COVID-19 period is important in this study. During COVID-19, many MSMEs focused mainly on business survival. As a result, financial reporting was often neglected. In the post-COVID-19 period, the situation changed. MSMEs need stronger governance, better financial control, and more access to formal financing. This condition makes Financial Report Preparation Training and Competency more relevant for current research than before.
Another important issue is the low practice of financial reporting among MSMEs in West Java. Of all MSMEs in West Java, 77.5% do not have financial reports, while only 22.5% have financial reports. Among MSMEs that do prepare reports, the types of reports are still limited. About 23.2% prepare balance sheets, 34.3% prepare income statements, 34.4% prepare cash flow statements, and 30.9% prepare inventory records. These figures indicate that many MSMEs still do not use accounting information to support their business activities. The main reasons include the perception that accounting is difficult and less important. Without financial reports, MSME owners cannot clearly identify their assets, liabilities, revenues, and costs, which weakens financial control and decision making.                                                             

                                                               Table 2
Profile of Financial Reporting Practices among MSMEs in West Java

	Indicator
	Percentage

	MSMEs without financial reports
	77.50%

	MSMEs with financial reports
	22.50%

	MSMEs preparing balance sheets
	23.20%

	MSMEs preparing income statements
	34.30%

	MSMEs preparing cash flow statements
	34.40%

	MSMEs preparing inventory records
	30.90%



https://accounting.binus.ac.id/2023/10/19/

Table 2 shows that most MSMEs in West Java still do not prepare financial reports. Even among those that do, the reports are often incomplete. This condition reflects weak Competency in financial reporting practices. It also explains why many MSMEs still face difficulties in evaluating performance and meeting the administrative requirements for credit applications.
The problem becomes more serious because support for MSMEs through training facilities and mentoring remains limited. In 2020, only 1.06% of MSMEs received training facilities. The figure increased to 1.87% in 2021 and 2.04% in 2022. Mentoring support also rose from 0.51% in 2020 to 2.32% in 2021 and 2.57% in 2022. However, these percentages are still low compared to the large number of MSMEs in West Java. This condition indicates that training and mentoring support have not yet reached most MSMEs.
The field condition also supports this issue. The 39 MSMEs assisted by the West Java Chamber of Commerce and Industry in Bandung still showed weak understanding of financial reporting during the study period. Many respondents had not yet developed sufficient competency to prepare financial reports based on SAK-EMKM. As a result, their financial reports were still limited in quality. This problem affects access to bank financing because accurate and regular financial reports are important administrative requirements for credit applications.
To examine the relationships among the variables, this study uses path analysis. This method is appropriate because it can test both direct and indirect effects in one research model. In this study, Financial Report Preparation Training (X) is positioned as the exogenous variable, Competency (Y) as the intervening variable, and Financial Report Quality (Z) as the endogenous variable. Path analysis is used to examine three relationships: the effect of Financial Report Preparation Training on Competency, the effect of Competency on Financial Report Quality, and the direct effect of Financial Report Preparation Training on Financial Report Quality. This method is suitable because the model does not only test whether training affects quality directly, but also whether training improves quality through Competency.
Based on this background, this study aims to analyze the effect of Financial Report Preparation Training on Competency, the effect of Competency on Financial Report Quality, and the direct effect of Financial Report Preparation Training on Financial Report Quality among MSMEs in West Java. This study is expected to contribute theoretically by strengthening the discussion on training, competency, and financial reporting quality, and practically by supporting the development of more structured and sustainable training programs for MSMEs. 

MATERIALS AND METHODS

Financial statements, as defined in PSAK No. 1 (2015), are a structured presentation of an entity’s financial position and financial performance. They represent the final output of the accounting process because all transactions are recorded, classified, summarized, and then compiled into information that describes a company’s financial condition within a specific period, both for the current condition and for future periods (Susanto & Widyastuti, 2021). The substance of financial statements includes the statement of financial position, income statement, statement of changes in equity, cash flow statement, and notes to the financial statements, while under SAK-EMKM the main components consist of the statement of financial position, income statement, and statement of changes in equity. Financial report quality is assessed through qualitative characteristics, namely understandability, relevance, reliability, and comparability. Achieving these qualities requires competence from those who prepare the reports so that the information produced is useful for users and aligns with the conceptual framework and basic accounting principles, and it is also associated with the ability of reports to reflect profit performance as an indicator for future periods (Yuliana & Lestari, 2023). Competency refers to the knowledge and expertise required of human resources to complete tasks, with indicators that include knowledge, behavior, and skills that support organizational success (Vian, 2020). Training functions as a systematic process that changes behavior, knowledge, and motivation to meet job requirements and to bridge gaps in knowledge, skills, and work attitudes through clear targets, competent instructors, and in-depth, applicable materials that improve performance and support organizational effectiveness and efficiency (Khairani & Lubis, 2025).

The following is a picture of the framework for thinking in this research:
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Figure 1. Research Framework
RESEARCH METHODS

The sample taken was from the UMKM community under the guidance of the West Java Chamber of Commerce and Industry in Bandung, consisting of 39 respondents using a purposive sampling technique. The quantitative approach in this research was taken through a survey method, with a Lickert scale questionnaire with primary data, then the respondents' answers were tabulated. The independent variable is used as a description, namely P. Training in Preparing Financial Reports, as the independent variable and the dependent variable is Competence, then competency as the independent variable with the dependent variable being the Quality of Financial Reports variable. According to Sekaran and Bougie (2017; 79), states that the independent variable will influence the dependent variable, both positively and negatively. Meanwhile, the independent variable and dependent variable will certainly appear from each addition or subtraction of the independent variable. Sekaran and Bougie (2017; 77) also say that the dependent variable will be under the influence of other variables. Operationalization of research variables will operationalize the main variables, concepts, dimensions, indicators and measurement scales. Data was obtained through library research and field research, which was processed using a Lickert scale with response levels of strongly agree (5), agree (4), doubtful (3), disagree (2), strongly disagree (1).

To obtain responses through a survey by distributing questionnaires to obtain perceptions of West Java Chamber of Commerce's fostered businesses, a Descriptive Analysis Test was used using the variables Financial Report Preparation Training, Competency and Financial Report Quality. Two types of data analysis techniques are used, namely: (1) descriptive analysis with qualitative variables and (2) quantitative analysis via path coefficients, with the determination of measuring the influence of independent variables on dependent variables, while path analysis is used as a combination of analysis techniques and verification methods for generalizations were obtained which were integrated through the variables Financial Report Preparation Training, Competence, Financial Report Quality. Distribution of questionnaires based on respondents' responses in this research, the author created 12 items stating Training in Financial Report Preparation, 13 items stating Competency, and 14 items stating Quality of Financial Reports
 
RESULTS AND DISCUSSION
 
Results

Hypothesis Testing

Hypothesis Testing In a way Partial (T-Test)

Table 3. t Test X to Y

	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	33,562
	6,507
	
	5,158
	,000

	
	X
	,312
	,133
	,360
	2,347
	,024

	a. Dependent Variable: Y



Based on the t-test results, variable X, namely Financial Reporting Training, has a positive effect on Y. This finding indicates that financial reporting training contributes to improving individual competence, particularly in accounting and finance. The better the training provided, the higher the level of competence achieved by participants.

Table 4. t Test Y to Z

	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	4,572
	2,827
	
	1,617
	,114

	
	Competency (Y)
	,991
	,056
	,945
	17,598
	<,001

	a. Dependent Variable: Financial Report Quality (Z)




The SPSS Coefficients output shows that Competency (Y) positively influences Financial Report Quality (Z). This finding suggests that an increase in competency leads to an improvement in the quality of financial reports. Therefore, competency plays an important role in supporting the preparation of high-quality financial reports.


Table 5.  t Test X to Z
	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	28,466
	10,238
	
	2,780
	,008

	
	Financial Report Preparation Training (X)
	,507
	,204
	378
	2,487
	,018

	a. Dependent Variable: Financial Report Quality (Z)




The SPSS Coefficients output shows that Financial Report Preparation Training (X) positively influences Financial Report Quality (Z). This result suggests that effective training in financial report preparation plays an important role in enhancing the quality of financial reports. Therefore, training becomes a key factor in supporting the preparation of better financial reports.  


Discussion  
 
The Effect of Financial Reporting Training (X) on Competency (Y)
The t test results show that financial reporting training significantly improves competency. The positive coefficient indicates a direct relationship. Training strengthens knowledge and practical skills. Participants learn applicable accounting standards, including recognition, measurement, presentation, and disclosure principles. They also gain better control over transaction recording procedures.
Competency is not limited to conceptual understanding. It includes accuracy, consistency, and the ability to use accounting tools. Training accelerates proficiency in accounting software and efficient reporting methods. This supports timely reporting and reduces errors (Rizal, 2022).
These findings align with the human capital approach (Raspati & Simanjuntak,, 2024). Investment in training improves the quality of human resources. That improvement appears as higher competency. The results also match the logic of capacity building. Training provides structure, examples, and feedback. These elements reinforce technical capability and professional judgment (Putri et al., 2024).

The Effect of Competency (Y) on Financial Report Quality (Z)
The t test results confirm that competency has a significant effect on financial report quality. The very low Sig. value indicates strong statistical support. Competency improves quality through process accuracy. Competent individuals record transactions according to standards. They classify accounts correctly, apply adjustments, and assess the reasonableness of figures.
Financial report quality is reflected in accuracy, relevance, and compliance with accounting principles. Strong competency supports all three. Accurate recording increases reliability. Relevant presentation improves decision usefulness for management and external users. Compliance reduces audit findings and regulatory risk (Saraswari &Yuliarti, 2023).
The practical implications are clear. Competency strengthens transparency and accountability. It also improves the ability to detect errors and potential fraud. Internal control becomes more effective because staff understand key risk points in the accounting cycle (Hutabarat et al., 2022).
From a theoretical perspective, the results are consistent with the concept of accounting information quality. Information quality depends on recording and reporting processes. These processes depend on the capability of the individuals responsible. Therefore, competency is a logical and measurable determinant (Haija et al., 2025).

The Effect of Financial Reporting Training (X) on Financial Report Quality (Z)
The t test results also show that training has a significant effect on financial report quality. This means training not only increases competency but also improves report quality directly. Training provides technical guidance that can be applied immediately. Participants can improve report structure, presentation order, and disclosure completeness.
This finding is highly relevant for MSMEs. Many MSMEs face weak and unsystematic bookkeeping practices. Training introduces simple working standards and practical steps. The impact is often visible quickly. Reports become more structured, consistent, and traceable (Atmaja et al., 2021).
Improved report quality creates wider benefits. MSMEs can monitor cash flow, margins, and financial position more effectively. They also become more prepared to meet external requirements. Access to financing becomes easier because credible reports increase trust from banks and investors.
At the organizational level, training improves administrative discipline. It promotes consistent transaction documentation. This reduces the risk of missing data and strengthens the audit trail (Prasetyo & Ambarwati, 2022).


CONCLUSION 
 
This study concludes that financial report preparation training, competency, and financial report quality are positively related. Financial report preparation training improves competency. Competency improves financial report quality. Financial report preparation training also directly improves financial report quality. These findings show that training plays an important role in strengthening the ability of MSME actors to prepare quality financial reports.

This study also provides practical and theoretical implications. Practically, higher education institutions, local governments, and related agencies need to provide structured and continuous training, supported by mentoring, to improve MSME accounting skills and encourage SAK-EMKM compliant reporting. Theoretically, this study confirms that training and competency are important determinants of financial report quality. Therefore, collaboration between universities, policymakers, and MSMEs is needed to build stronger reporting capacity and improve MSME competitiveness.
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