
Implementation of the Accounting Bookkeeping
System for MSMEs During the Covid 19

Pandemic

Sulastri Sulastri1, Dhika Maha Putri1(B), Ferby Mutia Edwy1, and Mohd. Rizal Palil2

1 Faculty of Economic, Universitas Negeri Malang, Malang, Indonesia
dhika.maha.fe@um.ac.id

2 Faculty of Economics and Management, Universiti Kebangsaan Malaysia Selangor, Bangi,
Malaysia

Abstract. The purpose of this study was to find out how the practice of financial
accounting in MSMEs in East Java Province, especially during the Covid Pan-
demic. This research is qualitative research using a case study approach. The data
used in this study are primary data and secondary data. Primary data is processed
from interviews with MSME owners and secondary data is processed from liter-
ature studies. The data search is based on the use of the accounting bookkeeping
system by MSME owners during the COVID-19 pandemic. The results obtained
concluded that there was positive perception towards the application of finan-
cial accounting. Although MSME owners do not understand financial accounting
principles perfectly, MSME owners try to apply accounting principles. MSME
owners realize that accounting is one part of good corporate governance. By
recording using an accounting bookkeeping system, owners can manage finances
comprehensively. Financial accounting helps MSME owners to maintain business
continuity, especially during the Covid-19 pandemic.
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1 Introduction

Economic growth in East Java Indonesia cannot be separated from the role of MSMEs.
54.98% of East Java’s GRDP (Gross Regional Domestic Product) is obtained from the
MSME sector. Based on the BPS census, it is known that the number of MSMEs in
East Java reaches 9.59 million businesses. The development of MSMEs in East Java, on
average, is 54.34% per year and is able to employ up to 98% of the workforce.

Byrd and Maggison [1] in their book suggest that small business or MSME is a form
of business that has the ability to compete in the competition. Sener, Savrul, and Aydin
[2] also explained that MSMEs have dynamic and flexible businesses, high levels of
productivity, innovation, and competitive characteristics. Small and medium enterprises
can support the national economy when facing an economic recession (Hadi, 2015).
These small and medium enterprises will become strategic drivers of economic growth
in maintaining the availability of goods and employment.
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According to Indonesian grammar, the business has the meaning of activity bymobi-
lizing themind, or energy to obtain a goal [3]. In the economyof a country, it is recognized
that MSMEs have an important role related to the development and economic growth.
Tambunan [4] also said thatMSMEs play a significant role not only for developing coun-
tries but also for developed countries. In Indonesia itself, Bank Indonesia [5] revealed
that MSMEs have a very large contribution to the economy. MSMEs are the driving
force of the economy with a big role.

MSMEs have unique characteristics that are different from large businesses. One of
the reasonswhyMSMEs are growing rapidly in Indonesia is becausemany entrepreneurs
considerMSMEs to be easy tomanage [6]. Byrd andMeggison [1] explain the character-
istics of this type of small business are able to encourage innovation and business flexibil-
ity, are able to maintain good relations with customers and other small businesses, dare
to make decisions, absorb a lot of labor and provide large jobs. Tambunan [4] revealed
that the characteristics of MSMEs include a large number of MSMEs spread through-
out rural areas, MSMEs use technologies that are more suitable for the proportions of
production factors and local conditions that exist in developing countries, and MSMEs
have resilience. This is an extraordinary thing that has been proven by MSMEs being
able to survive when the Indonesian economy was hit by a major crisis in 1997–1998.

On the other hand, there are several obstacles that become the weakness of MSMEs,
including (1) lack of capital gains; (2) the lack of quality of human resources owned by
MSMEs; (3)weak management internal control; (4) lack of competitiveness; (5) lack of
ability inmanagingMSMEs and (5) difficulties in accessing financial assistance [7]. One
of the things that threaten the sustainability of MSMEs is the COVID-19 pandemic. This
pandemic affects social communities around the world and has succeeded in hampering
world economic growth. [8]. Economic activity has slowed considerably as a result
of this global pandemic [9]. According to the Central Statistics Agency, the value of
Indonesia’s economic growth in the third quarter of 2020 was minus 3.49 percent and in
the second quarter of 2020 it was minus 5.32%. The sustainability of the MSME sector
is very important to maintain because it is a vital sector that provides many benefits.

Through a survey conducted by theKatadata Insight Center (KIC), a total of 82.9%of
MSMEs (out of 206 samples) felt the negative impact of the pandemic condition. Based
on the total turnover, 63.9% of MSMEs admit that they have lost more than 30% of their
turnover. The KIC survey also shows various efforts made by MSMEs to maintain their
business, including (1) reducing the amount of production; (2) reducing the working
hours of employees; (3) reducing the number of employees, and (3) adjustments to sales
or marketing techniques (Katadata.co.id, 2021).

The results of studies from institutions such as BPS, Bappenas, and the World Bank
show that during the pandemicmanyMSMEs had difficulty paying operational costs and
repaying loans. This has resulted inMSMEs being forced to terminate their employment.
Other difficulties faced byMSMEs are (1) obtaining rawmaterials; (2) obtaining capital;
(3) declining number of customers and sales; (4) distribution difficulties; and (5) diffi-
culties in production. In addition, changes in consumer behavior and increasingly fierce
business competition are additional challenges for the sustainability ofMSMEs.Changes
in industrial patterns and new competitive maps that must be faced by MSMEs are
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hygiene lifestyle, low-touch lifestyle, less crowded lifestyle, and low-mobility lifestyle
(CNBC Indonesia, 28 April 2021).

One solution for the recovery of MSMEs during the pandemic is through increasing
the efficiency ofMSMEmanagement. Tambunan [4] states that structuring and strength-
ening the competence of organizational managers are needed to ensure optimism for the
development of MSMEs. In the era of the Covid-19 pandemic, capital support, man-
agement capabilities, and the quality of human resources are important requirements
in order to optimize the performance of MSMEs in a sustainable manner. In addition,
the success of a company or MSME in realizing its goals, both short and long term,
cannot be separated from the role of financial management. In carrying out its function.
Financial management is a major aspect of the company’s progress. This management
can be done through the help of an accounting bookkeeping system. Accounting is a
systematic process for producing financial information. This information will later be
used by stakeholders for decision-making. In addition, management functions in the
form of planning and control can be realized through the accounting bookkeeping sys-
tem. Through the use of an adequate accounting bookkeeping system, it is hoped that
the resilience of MSMEs during the Covid-19 pandemic will increase.

2 Methods

This research is qualitative descriptive research with a case study approach. Qualitative
research is research that focuses on understanding problems based on real conditions
in social life [10]. Descriptive research is a type of research that describes a situation
in as much detail as possible without any treatment to the object under study [11].
Meanwhile, case study research according to Narbuko and Achmadi [12] is an in-depth
study of a particular case, the results of which are a complete and organized description
of the case. This type of research is a case study research conducted in the MSMEs
in East Java. The rationality of the object of research is that MSMEs in East Java are
MSMEs that have successfully developed their businesses so that they have become one
of the biggest contributors to GRDP for the Province of East Java. The business criteria
taken as the object of research are businesses, both goods and services industries whose
turnover value is still within the criteria for MSMEs according to Law No. 20 of 2008.
The number of informants as research objects is not determined because according to
[13–15]. Qualitative research design has a flexible nature so that there are no definite
rules in the number of informants that must be taken for research activities. The number
of informants really depends on what is considered useful and can be done with the time
and resources of the researcher. The number of informants is also determined by the
level of saturation of the data obtained.

The main problem that will be discussed in this study is the implementation of the
accounting bookkeeping system for MSMEs in East Java. The data used in this research
is primary and secondary data. This data can be in the form of opinions of subjects
(people) individually or in groups. Sources of data that will be used in this study are
informants who are owners or managers of SMEs. Research data collection activities
were carried out through observation and interviews with informants. Observation is
a method for obtaining data by observing and making documentation related to the
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observed event [12]. Interview according to Mardalis [16] is a data collection technique
to obtain information through face-to-face conversations with informants. Through this
interview activity, researchers get information from informants who are wanted directly.
Besides that, the secondary data was obtained from literature studies about financial
accounting and the Covid 19 Pandemic.

The data were analyzed using several steps adapted to the theory ofMiles, Huberman
[17], data condensation (data condensation), data display (data display), and verification
(and verification). The final step is to verify the results of the study using triangulation
techniques. Triangulation is one of the techniques that can be implemented by researchers
to maximize qualitative data processing. Triangulation technique can be said as a tech-
nique of checking data reliability. In this study, the triangulation method was carried
out by source triangulation. The researcher compares the answers of one informant with
other informants regarding the same question.

3 Results

3.1 Implementation of the Accounting Bookkeeping System for MSMEs During
the Covid 19 Pandemic

Based on the results of interviews that have been carried out at MSMEs in East Java
Province, it can be concluded that there are several things as follows,

MSMEs owners in Banyuwangi City, East Java already know the definition of The
Accounting Bookkeeping System in general and know the benefits, but have not imple-
mented The Accounting Bookkeeping System comprehensively. In this pandemic era,
MSMEs are focused on maintaining the viability of the company.

“Not well structured, so it is not clear how much income and expenditure from
MSMEs are” (Informant B).

“The most important thing is how to maintain the business in the era of the pandemic,
financial records are the second focus at this time”. (Informant BA-1).

The MSMEs of the City of Batu have implemented simply The Accounting
Bookkeeping System and felt its benefits as a management tool.

“It is quite clear to understand, but there is still a lack of consistency in recording”
(Informant BA).

The Accounting Bookkeeping System that has been made is a Cash Accounting
System to record cash flow. In the future, MSME owners want to learn how to make a
comprehensive Accounting System, especially about sales and production. TheMSMEs
of the City of Batu explained that the deteriorating tourism conditions due to the Covid
19 Pandemic also affected all of them. In this case, financial records are enough to
help survive because MSMEs have adequate documentation related to the company’s
financial condition.

“As we all know, Batu City is very dependent on the tourism sector. Therefore, the
COVID-19 pandemic has greatly affected the continuity of our business. In this case,
accounting helps us estimate the condition of the company”, (Informant BA-2).

MSMEs in Malang City, use an accounting bookkeeping system, especially in the
production process. On the other hand, based on the results of interviews, it is known that
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in the conditions of the COVID-19 pandemic, MSMEs really need a sales and recitation
accounting system. Sales and payroll accounting are used to estimate the company’s
ability to manage employees. In this case, it is mainly to estimate whether the sales
made by the company are able to cover production costs including salary expenses.

“Financial bookkeeping system, mainly used when recording daily turnover and
expenses when purchasing raw materials” (Informant MA-1).

“According to my observations during the covid 19 pandemic, the most challenging
thing for companies is managing employees. How companies can survive without firing
employees” (Informant MA-2).

MSMEs in Surabaya have understood the meaning and benefits of the accounting
bookkeeping system. In addition, training and provision of accounting materials from
the Surabaya city government have been carried out. MSME owners have also made
accounting books but have not detailed them and the books are only based on annual
trends. On the other hand, the COVID-19 pandemic has resulted in decreased interest
in making financial reports. Decreased sales and income make MSME owners feel no
need to bother making financial reports.

“This pandemic period has made our turnover drop drastically, so it’s not necessary
to make detailed accounting records” (Informant S).

MSMEs in Lamongan City have implemented a simple Accounting Bookkeeping
System in developing their business. This is because of the training andmaterial provided
by the Lamongan City Government. Bookkeeping System Accounting is mainly carried
out to see cash flows and cash use plans in the next period. In the future, MSMEs in
Lamongan City want to create a more detailed sales accounting bookkeeping system.
During the COVID-19 pandemic, MSMEs have been greatly helped by the financial
accounting system. Through good accounting books,MSMEs can adapt to the conditions
of the COVID-19 pandemic.

“Accounting for us is very helpful. Even though it is difficult the company is able to
adapt to the pandemic conditions” (Informant L).

MSMEs in theCity ofMojokerto have quitewell understood themeaning of account-
ing. The MSMEs have also carried out simple records that are carried out once a week
based on evidence of incoming or outgoing transactions. Based on the results of the inter-
view, it is known that the owner of theMSME is also the person in charge of bookkeeping
or accounting. In connection with the COVID-19 pandemic, accounting bookkeeping
helps MSMEs in organizing finances.

“It is recorded once a week based on notes, receipts, and others” (Informant Mo).
SomeMSMEs in Kediri City have been able to carry out accounting records, to make

financial reports. For those in charge of financial records, MSMEs have also used admin
services. On the other hand, it is revealed that there are obstacles for MSMEs in making
detailed financial reports especially when sales were increasing.

“Actually I have tried the accounting bookkeeping system using a balance sheet and
more detailed records, but it is quite complicated, especially when orders are increasing”
(Informant K).
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3.2 Benefits of Accounting for MSMEs During the Covid 19 Pandemic

AccountingBookkeeping System is oneway forMSMEs to realize efficient and effective
organizational management. Accounting information can be used as a basis for decision-
making in the management of MSMEs, in this case, related to market development,
price determination, and others [18]. Accounting Bookkeeping System can estimate
how the resource utilization plan will be carried out by the company in one period.
Accounting systems can also show how a resource is managed by the organization. The
Accounting System is an effective evaluation tool so that in the future the company can
design a better management system than before. Information generated by accounting
in financial statements allows MSMEs to make choices in decision making [19]. The
financial statements produced by accounting describe the company’s financial condition,
in this case stakeholders can study the company’s financial condition and position from
the financial statements [20].

Based on the results of interviews conductedwithMSMEs in East Java, it can be seen
thatMSMEs in East Java on average have not implemented a comprehensive Accounting
Bookkeeping System. Organizational management is done manually and traditionally
based on ownermemories, simple records, and annual trends. This happens because there
are still limited human resources who understand well the preparation of the accounting
system. MSME owners find it difficult to use accounting in their business. The absence
of guidelines or reference books is one of the drivers of the reluctance of SMEs to use
accounting. According to MSME owners, currently, there are no books that focus on the
financial management of MSMEs and most books only discuss accounting systems in
large companies.

On the other hand, there are habits inherent in the management of MSMEs. MSME
owners feel that evenwith simplemanagement,MSMEs are still able to survive for years.
A fairly common problem for MSMEs in Indonesia is the lack of attention from actors
within the company [21]. In addition, MSME owners often only judge the business
based on the results of production and the results of buying and selling [22]. This is
certainly very worrying, especially in the current pandemic era. Some of the MSME
actors have the belief that without accounting the companywill continue to run smoothly
and generate profits. However, if observed in-depth, these MSMEs have not developed.
When MSME owners are asked to show the profit earned each period, most of them
cannot show the nominal figures. This has resulted in the company’s growth, especially
in terms of financial performance, which cannot be clearly identified.

Economic conditions after the Covid-19 pandemic became one of the driving factors
for the compilation of a comprehensive accounting bookkeeping system. The decline in
the number of sales after the pandemic resulted in the amount of turnover, which also
had a significant impact on the company’s operations. The processing of raw materials
to the payroll of employees will depend on the acquisition of turnover. This is supported
by the fact that the economies of various countries during the COVID-19 pandemic are
both facing problems increase in unemployment due to lack of productivity [23]. In
this case, a good accounting bookkeeping system is expected to be able to help MSME
owners prepare plans to anticipate changes in conditions due to declining sales.

Research findings related to the lack of preparation of accounting bookkeeping sys-
tems are certainly very worrying. MSMEs that do not want to adapt to post-pandemic
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conditions in the long term can be eroded so they risk going bankrupt. With the level of
business competition getting higher in the era of the COVID-19 pandemic, it is important
for MSMEs to have an adequate management system so that their business can be run
most efficiently and effectively.

In general, the benefits of accounting forMSMEs in the era of the covid 19 pandemic,
are (1) knowing information about the financial position, financial performance, changes
in owner’s capital; (2) becoming one of the ingredients in decision making. Data in
financial reports can be used for decisionmaking, especially related to economic changes
in the era of the COVID-19 pandemic; (3) Knowing the value of changes in cash and
its distribution. Based on the cash flow report, MSME actors will know how much the
value of the increase or decrease in cash in one period; and (4) serve as an evaluation tool
for decisions taken. In the end, accounting is an effort to maintain business continuity,
especially in the era of the Covid 19 Pandemic.

4 Conclusion

The results obtained concluded that therewas positive perception towards the application
of financial accounting. AlthoughMSMEowners do not understand financial accounting
principles perfectly, MSME owners try to apply accounting principles. MSME owners
realize that accounting is one part of good corporate governance. By recording using an
accounting bookkeeping system, owners can manage finances comprehensively because
they know and understand the extent to which assets are managed. Management of
organizational decision-making is highly dependent on accounting information [24].
Financial accounting helps MSME owners to maintain business continuity, especially
during the Covid-19 pandemic.
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