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ABS T RAK  

This research aims to examine the extent to which technology-based 

financial reports presented by Micro, Small and Medium Enterprises 
(MSMEs) can help KSPPS BMT Istiqlal in identifying financing risks so as 

to reduce financing risks. In an era driven by the Industrial Revolution 4.0, 
information technology plays an important role in global financial and 
communication activities. This research uses a qualitative methodology, 
combining in-depth interviews and document analysis as a data collection 
tool from respondents who are KSPPS BMT Istiqlal customers. Increasing 

the effectiveness of technology-based financial reports in sharia financing at 
KSPPS BMT Istiqlal not only has a positive impact on their operations, but 

also stimulates investment growth. Increased investment provides wider 
employment opportunities for the community, ultimately contributing to 
sustainable economic growth. Therefore, this research has important 

significance in deepening understanding of the role of technology-based 
financial reports in reducing financing risk. As a result, this research 

contributes to the prosperity and welfare of the people in Pekalongan. The 
main findings emphasize that information technology-based financial 
reports with the 3in1 model used by MSMEs produce financial reports that 

are easier, faster, more accurate and affordable in order to assess their 
financial condition. This is because the financial position report (balance 

sheet), profit and loss report and cash flow report are displayed on one 
worksheet. So it really helps KSPPS BMT Istiqlal with timely and accurate 
information to evaluate financing risks effectively. Additionally, it also 

increases trust between financial institutions and clients, creating an 
environment that supports sustainable growth. 
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1. Introduction  
Micro, Small and Medium Enterprises (MSMEs) have an important role in the Indonesian economy 

[1]. They not only create jobs, but also become the backbone of the local economy [2]. To develop and 
compete in an increasingly complex market, MSMEs need to get adequate access to financing [3]. This 
is where the role of the BMT Istiqlal Sharia Savings and Loans Cooperative (KSPPS) as a sharia 
financial institution becomes crucial. KSPPS BMT Istiqlal has the responsibility to provide financing to 
MSMEs in accordance with sharia principles [4]. However, in providing financing, KSPPS BMT 
Istiqlal also needs to identify and manage the risks associated with this financing [5]. 

In an era where information technology has become an inseparable part of everyday life, MSMEs 
that adopt information technology have a significant advantage in managing their finances [6]–[9]. One 
of the important tools in financial management is financial reports [10]–[12]. Financial reports 
produced using information technology have higher accuracy and can be accessed more easily [11], 
[13]–[16]. This report provides clear guidance on the financial performance of MSMEs [17]–[21]. 
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Behind the glittering MSME market which is growing rapidly throughout the world, it needs to be 
acknowledged that there are serious challenges for financing institutions who want to provide financial 
support to MSME players [22]–[25]. One of the main challenges faced by financing institutions is their 
ability to identify financing risks to their clients [26]. In fact, business financial reports owned by 
MSMEs are often manual, and there are many that don't even have financial reports at all. This is one 
of the main obstacles that must be overcome to increase access to financing for MSMEs in 
encouraging real sector growth [27]–[31]. 

MSMEs as the backbone of the economy in many countries have created many jobs, strengthened 
the economic structure, and played an important role in overall economic growth [32]–[36]. However, 
MSMEs often operate with limited capacity, which includes financial and technological resources. 
Therefore, the financial reports they produce are often manual in nature and many even do not have 
business financial bookkeeping reports at all [37]–[41]. 

One of the main problems with manual financial reports is the lack of accuracy and consistency 
[42], [43]. These reports often include human errors that can lead to a false understanding of a 
business's financial health. Apart from accuracy problems, manual financial reports also tend to be 
incomplete. Many MSMEs may only record important transactions and ignore broader financial 
aspects. This can make it difficult for financing institutions to evaluate loan eligibility and understand 
the associated risks. In some cases, there are MSMEs that do not have financial reports at all, which 
makes it even more difficult for financing institutions to carry out risk analysis [44]. 

More deeply, manual financial reports also tend not to comply with applicable accounting standards 
[45], [46]. This can make the risk evaluation process even more complicated because financing 
institutions have to work with data that may not be standardized. This can also result in difficulties in 
comparing financial performance between various MSMEs [47]. On the other hand, KSPPS BMT 
Istiqlal can actually utilize financial reports produced by MSME actors based on information 
technology in the process of identifying financing risks. Accurate and up-to-date financial reports can 
provide valuable information about the financial condition of MSMEs and potential risks that may 
arise. However, the question is to what extent is the role of information technology-based financial 
reports of MSME players in the ability of KSPPS BMT Istiqlal to identify financing risks? 

This community service aims to answer this question. In this context, the role of information 
technology-based financial reports of MSMEs in identifying financing risks is further explored. 
Researchers will examine how financial reports produced by MSMEs using information technology 
affect the ability of KSPPS BMT Istiqlal to identify financing risks. 

This service uses a qualitative approach. This approach was chosen because it provides the ability to 
gain in-depth insight into the experiences and views of MSME actors who have adopted information 
technology in their financial management, as well as how their financial reports influence the risk 
identification process by KSPPS BMT Istiqlal. 

Data was obtained through interviews with MSME owners who are customers at KSPPS BMT 
Istiqlal who have used information technology in their financial activities [16], [48]–[51]. We selected 
respondents who had sufficient experience and knowledge about the use of information technology 
and financial reports in their business. Interviews were conducted in a structured manner to ensure 
that relevant topics were covered in discussion. 

Apart from interviews with MSME owners, this research also analyzes financial reports produced 
by MSME owners. These financial reports are analyzed to see to what extent they reflect the financial 
performance of MSMEs and whether they provide relevant information to identify financing risks. 
Data analysis involves the process of coding and categorizing information obtained from interviews 
and analysis of financial reports. The results of the analysis are used to compile research findings and 
conclusions. 

By conducting this research, researchers hope to provide a better understanding of the role of 
information technology-based financial reports of MSMEs on the ability of KSPPS BMT Istiqlal in 
identifying financing risks. The results of this research will provide valuable insight for KSPPS BMT 
Istiqlal and other sharia financial institutions serving MSMEs in optimizing the use of information 
technology and financial reports for better risk management. 

The main contribution of this research is increasing understanding of how information technology 
and financial reports can collaborate to strengthen the ability of KSPPS BMT Istiqlal to face financing 
risks. As information technology continues to develop, this understanding will become increasingly 
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important in supporting the growth of MSMEs and the stability of the Islamic financial institution 
sector in Indonesia. Thus, it is hoped that this research can make a meaningful contribution in facing 
challenges and opportunities in a dynamic business environment. 

 
2. Method 

In this research, qualitative research methods were chosen as the main approach to explore the role 
of information technology-based financial reports in the ability of KSPPS BMT Istiqlal to identify 
financing risks. The choice of this qualitative method was based on the belief that this approach would 
enable researchers to gain in-depth insight into how MSME financing customers who have used 
information technology-based financial reports experience the impact. Through in-depth interviews 
with respondents selected by purposive sampling, this research examines the extent to which these 
financial reports influence their understanding of financing risks. In addition, analysis of financial 
reports produced by MSME players will provide additional data to test the relevance of information 
technology-based financial reports in risk management by KSPPS BMT Istiqlal. Data obtained from 
various sources is analyzed qualitatively, and research findings will be used to draw relevant 
conclusions and research implications. 

This service is a type of service that is supported by literature research. The data sources used 
consist of primary and secondary data sources. Primary data sources were obtained through interviews, 
observations and documentation from KSPPS BMT Istiqlal. Secondary data sources were collected 
through reviewing various literature relevant to the research. The literature in question is in the form of 
books, scientific journals, mass media news and the internet which are considered credible.  

The data obtained is studied carefully by selecting data so that accurate data can be produced. Once 
the data obtained is sufficient, the problem to be studied is formulated. Then from these problems, a 
solution concept was formulated as a solution which was prepared in the form of a comprehensive 
discussion. Data analysis in this research uses content analysis techniques, namely content analysis of 
secondary data sources used in research according to the needs and criteria set by the researcher. The 
results of data analysis were then studied further through focus group discussion (FGD) activities. This 
research was carried out through the stages of planning, implementation and preparation of research 
results. 

3. Results and Discussion 

3.1. Benefits of Information Technology-Based Business Financial Reports Compared to 
Manual-Based Business Financial Reports 

Financing customers at KSPPS BMT Istiqlal who have adopted information technology-based 
financial reports, reveal various benefits obtained from using this technology. They explained that 
financial reports produced through information technology had a much higher level of accuracy 
compared to the manual methods they had previously used. This is due to the system's ability to 
calculate and record data precisely, reducing the risk of human error in calculations. 

Apart from accuracy, financing customers also feel that information technology helps them save 
valuable time. The process of recording transactions becomes faster and more efficient with the help 
of this technology. They no longer need to spend hours recording and calculating each transaction 
manually. Instead, they can produce financial reports quickly and more regularly. This provides ease in 
managing their business, as well as allowing them to focus on other aspects of their operations. 

Apart from accuracy and efficiency, financing customers who use information technology-based 
financial reports also note that these reports provide more complete information about their business 
performance. They can view transaction details, profits, losses and cash flows more easily. These more 
detailed reports help them understand the financial condition of the business better. This is important 
because it allows them to make better decisions regarding business growth and financial strategies.. 

Apart from that, the use of information technology in preparing financial reports also provides 
benefits for KSPPS BMT Istiqlal. In making decisions regarding financing, KSPPS BMT Istiqlal needs 
accurate and up-to-date information about the financial condition of their financing customers. With 
information technology-based financial reports, they can easily access the data they need without 
having to wait for time-consuming manual reports. This allows them to conduct analysis more quickly 
and accurately, so they can identify potential financing risks more effectively. 
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Information technology-based financial reports are used by several financing customers, using 
simple applications such as Excel with automation formulas to create their business financial reports. 
Using this application helps them enter financial data regularly, and the application will automatically 
calculate financial position, profit, loss and cash flow. This makes it easier for financing customers to 
understand their business conditions more quickly and easily. Furthermore, the use of the Excel 
application also helps KSPPS BMT Istiqlal identify financing risks more effectively. Reports produced 
from the Excel application tend to be more structured and organized, making the analysis process 
smoother. 

The Excel application-based business financial reporting model used by the financing customers the 
researchers interviewed is called the 3in1 Financial Report where the financial position report (balance 
sheet), profit and loss report and cash flow report are presented in one worksheet, making it easier to 
find out the condition of the business quickly. . 

At this stage, researchers discussed the results of data analysis from interviews with employees and 
managers of KSPPS BMT Istiqlal who are experienced in using information technology related to 
financing. This data reveals their understanding of the role of information technology in minimizing 
the risk of financing fraud and also the practice of using information technology in this context. 

 

Fig. 1. 3in1 Model Financial Report Display 

This 3in1 financial report application model will display the financial condition of the business 
based on the results of input transactions called journals by MSME players based on the results of 
observations in the field. The convenience in question is because MSME players only need to 
understand the account code according to the type of transaction carried out and then input it into the 
Excel application called 3in1. MSME players also do not need to create a debit or credit status for each 
transaction in a journal as is usually taught in Accounting lessons or lectures. 

 

Fig. 2. 3in1 Model Financial Transaction Journal Display 

Apart from convenience, the speed referred to is because after MSME players input the transaction 
nominal and account code correctly, immediately the business's financial condition containing the 
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balance sheet, profit and loss report and cash flow report can immediately be displayed on one 
worksheet. Not only is it easy and fast, this Excel-based 3in1 application is also very affordable because 
it does not require rental fees of up to hundreds of thousands per month as is available in the financial 
application market in general. 

 

Fig. 3. 3in1 Model Financial Transaction Journal Display 

Overall, the findings in this field confirm that the use of information technology-based financial 
reports by financing customers has significant relevance to increasing the ability of KSPPS BMT 
Istiqlal in identifying financing risks. Factors such as ease and speed in making reports as well as 
accuracy, efficiency and completeness of information in information technology-based financial 
reports with the Excel application called 3in1 provide real benefits for KSPPS BMT Istiqlal in making 
decisions regarding financing. 

Apart from that, the use of a simple application called 3in1 which is Excel-based with automation 
formulas also makes a positive contribution to financing customers' understanding of business and 
makes it easier for KSPPS BMT Istiqlal to identify financing risks. Therefore, the recommendation 
from these findings is the importance of encouraging more financing customers to adopt information 
technology in preparing their business financial reports. This can be done by providing training and 
technical support for financing customers who want to switch to information technology-based 
financial reports or simple Excel-based applications such as the 3in1 application which has been used 
by MSME players. 

KSPPS BMT Istiqlal can play an important role in providing the necessary guidance and resources 
to their customers. Apart from that, it is important for KSPPS BMT Istiqlal to continue to increase 
their own capacity in utilizing information technology in the financing risk analysis process. This 
includes developing a more sophisticated information system to integrate customer financial report 
data with the risk analysis process. In this way, they can make faster and more precise decisions 
regarding financing to customers. 

It is also important to note that the use of information technology in preparing financial reports and 
financing risk analysis requires special understanding and expertise. Therefore, KSPPS BMT Istiqlal 
can consider collaborating with parties who have competence in information technology and financial 
analysis to provide training and consultation to their staff. 

Thus, the findings from this observation not only provide a better understanding of the benefits of 
using information technology in financing and risk analysis, but also provide practical guidance for 
KSPPS BMT Istiqlal in improving their capabilities in this regard. With joint efforts from financing 
customers and financial institutions such as KSPPS BMT Istiqlal, it is hoped that financing risk 
management can become more effective and can support sustainable MSME growth in Pekalongan. 
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3.2. The Relevance of Using Information Technology-Based Financial Reports 
In this stage, we conducted a series of interviews that provided valuable insight into how 

information technology influences the financing process and risk identification for KSPPS BMT 
Istiqlal financing customers. Below are the results of our interview. 

One of the questions we ask is, "How do you produce financial reports for your business? Do you 
use information technology in this process?" One of the financing customers, who is a Micro, Small 
and Medium Enterprises (MSME), answered enthusiastically that he uses information technology-
based accounting software to produce his financial reports. He explained that using this software had 
made the process of recording transactions easier and produced more accurate reports. This is the first 
step to show that the use of information technology by financing customers has an important role in 
their financial reporting process. 

Next, we asked, "How do information technology-based financial reports help you in managing 
your business finances?" These answers from customers reflect the significant benefits provided by 
information technology. He revealed that information technology-based financial reports allow him to 
clearly see the financial performance of his business. More detailed information about revenues, costs 
and profits helps him make better decisions about how to manage his business finances. This shows 
that information technology has become an effective tool in helping financing customers manage their 
finances more efficiently. 

The next question was, "Do you feel that information technology-based financial reports provide 
more accurate and up-to-date information?" Positive answers from customers confirm that 
information technology has brought about significant changes in the accuracy and up-to-dateness of 
information in financial reports. He feels that information technology-based reports are more accurate 
and up-to-date compared to manual methods. With the ability to view financial data in real-time, he 
can always monitor the financial condition of his business. The accuracy and currency of this 
information has a positive impact on his ability to make timely decisions. 

Then, we want to know, "How do you feel that information technology-based financial reports help 
KSPPS BMT Istiqlal in identifying financing risks?" The answers from financing customers are very 
interesting. He believes that information technology-based financial reports provide KSPPS BMT 
Istiqlal with more complete information about its business performance. KSPPS BMT Istiqlal can see 
more clearly how its business is running and whether there are any risks that may arise. In other words, 
information technology-based financial reports help KSPPS BMT Istiqlal in the process of identifying 
financing risks. This is a significant result because it indicates that information technology not only 
helps financing customers, but also the financing institutions themselves in managing risk. 

Next, we asked, "Did you see a change in KSPPS BMT Istiqlal's approach to financing risk after 
you started using information technology-based financial reports?" The results of this interview are 
also interesting. Financing customers are observing changes in KSPPS BMT Istiqlal's approach to 
financing risk. They become more thorough in evaluating their business and better understand the 
risks that may be associated with financing. This shows that the use of information technology-based 
financial reports by financing customers not only increases their own ability to manage risk, but also 
changes the financing institution's approach to financing. 

Next, we wanted to know, "Did you see an improvement in the quality of the financing you 
received after using information technology-based financial reports?" This financing customer clearly 
stated that he saw an improvement in the quality of the financing he received after adopting 
information technology-based financial reports. KSPPS BMT Istiqlal has more confidence in his ability 
to manage business finances well, and this has helped him obtain better financing. This improvement 
in financing quality may include lower financing margins or better terms, which has a positive impact 
on its business. 

Finally, we asked, "How do you see the relevance between the use of information technology-based 
financial reports by MSME players and increasing the ability of KSPPS BMT Istiqlal in identifying 
financing risks?" This answer from the customer underlines the significant relevance between the use 
of information technology-based financial reports by MSME players and increasing the ability of 
KSPPS BMT Istiqlal in identifying financing risks. The financial reports provided by customers 
provide a clear picture of the financial condition of their business, and this helps KSPPS BMT Istiqlal 
to make better decisions about financing. In other words, the results of this interview confirm that 
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information technology is not only beneficial for financing customers, but is also important in 
supporting financial institutions in managing risks and making better decisions. 

Next is the impact of using information technology-based financial reports in assisting KSPPS 
BMT Istiqlal in identifying financing risks. We explore how information technology-based financial 
reports can provide more complete and relevant information to financial institutions, enabling them to 
be more effective in identifying risks. It also includes changes in financing institutions' approach to 
financing risks after adopting information technology. 

Then regarding the quality of financing received by financing customers after using information 
technology-based financial reports. We analyzed how customers then saw an increase in financing 
requirements in the form of a decrease in the profit margin of KSPPS BMT Istiqlal, so that this had an 
impact on their business as a whole. 

The results of this interview reveal that the use of information technology-based financial reports, 
especially the business financial reporting model called 3in1, by financing customers has a significant 
positive impact. This includes increasing the accuracy of financial reports, the ability to better manage 
business finances, and better receipt of financing. Apart from that, information technology-based 
financial reports also provide great benefits for financing institutions, helping them to identify 
financing risks more effectively. 

This research has important implications in the context of the development of MSMEs and Islamic 
financial institutions. With information technology as an effective tool, MSMEs can optimize their 
financial performance, which in turn can increase their access to better financing. Furthermore, Islamic 
financing institutions can utilize information technology to improve their decision making in financing 
and better manage risks. Thus, this research provides a significant contribution in understanding the 
impact of information technology in the context of Islamic financial institutions and MSMEs. 

4. Conclusion 

This research reveals that the use of information technology-based financial reports by financing 
customers at KSPPS BMT Istiqlal has a significant positive impact in the context of sharia financial 
institutions. The main findings of this research can be summarized as follows: The benefits for 
financing customers of using financial reports with Excel-based information technology help financing 
customers produce financial reports more easily, quickly, accurately and affordably. They can see the 
financial performance of their business in more detail and in real-time, which is based on displaying the 
financial position report (balance sheet), profit and loss report and cash flow report in one worksheet. 
MSME players only need to ensure that the nominal amount and account code are correct according to 
the type of transaction that occurred to be entered into the journal. This Excel application-based 
financial reporting model, which is then called 3in1, has been proven to be able to help MSMEs make 
better financial decisions. In addition, this financial report provides financing customers with better 
access to the KSPPS BMT Istiqlal financing institution with better fulfillment of requirements in the 
form of a reduction in profit margins by KSPPS BMT Istiqlal. The positive impact on sharia financing 
institutions is that these findings also show that information technology-based financial reports help 
sharia financing institutions, such as KSPPS BMT Istiqlal, in identifying financing risks more 
effectively. With more complete and up-to-date information, financing institutions can make smarter 
financing decisions and manage risks better. That these findings are proven to have significant 
relevance in the context of MSME development. With the help of information technology, MSMEs 
can improve their financial performance, which in turn can increase their access to better financing. 
This is a positive step in supporting the growth and development of MSMEs as an important pillar in 
the economy. 

Then, based on the results of this research, there are several suggestions that can be given. The first 
suggestion for Sharia Financing Institutions is Capacity Development, namely sharia financing 
institutions must continue to develop their capacity in using information technology. This includes 
training for staff to understand and use information technology-based systems efficiently. Second, 
collaboration with customers, namely financing institutions, should collaborate more closely with 
financing customers in terms of information technology-based financial reporting. They can provide 
guidance and support to customers in optimizing the use of this technology. The next suggestion for 
further research is to conduct a comparative study between MSMEs that use information technology-
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based financial reports and those that do not. This can help in better understanding the concrete 
impact of information technology on MSME business performance, especially the first is the data 
security aspect, namely that an in-depth study of the data security aspect in the use of information 
technology-based financial reports needs to be carried out. Data security is crucial, especially in the 
context of Islamic financial institutions that handle sensitive financial information. Next, you can also 
dig deeper into other aspects of the impact of information technology, such as its influence on the 
productivity of MSMEs and strategies for developing sharia financing institutions in facing 
technological developments. With wise implementation and in-depth follow-up study, information 
technology has the potential to continue to improve the role of MSMEs in the economy as well as the 
ability of Islamic financing institutions to manage risk and provide better financial support to MSMEs. 
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