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Abstract 

This study aims to examine differences in financial management quality among Micro, Small, and Medium 

Enterprises (MSMEs) in Makassar City based on business type, namely trade, service, and processing industry. 

This research employed a quantitative comparative design involving 200 MSME actors, selected using a non-

probability purposive sampling technique based on respondent eligibility and relevance to the research 

objectives. Financial management quality was measured using eight indicators: financial transaction recording, 

separation of personal and business finances, budgeting practice, periodic financial planning, cash flow 

monitoring, cost control, simple income statement preparation, and financial report-based decision-making. The 

data were analyzed using descriptive statistics, validity and reliability tests, homogeneity testing, One-Way 

Analysis of Variance, and Tukey HSD post hoc test. The findings show that financial management quality among 

MSMEs in Makassar City was generally categorized as good across all business types. Processing industry 

MSMEs obtained the highest average score, followed by service MSMEs and trade MSMEs. The strongest 

indicator was the separation of personal and business finances, while simple income statement preparation 

remained relatively weaker. The comparative test revealed that only cash flow monitoring differed significantly 

across business types, particularly between trade and processing industry MSMEs. These findings indicate that 

business type partially differentiates financial management quality, especially in cash flow monitoring. 

Therefore, MSME financial development programs should be adjusted to the operational characteristics of each 

business type. 

Keywords: Financial Management Quality, MSMEs, Business Type, Cash Flow Monitoring, Makassar City. 

1. Introduction  

Micro, Small, and Medium Enterprises (MSMEs) play a strategic role in supporting 

economic development, particularly in emerging economies where small businesses 

contribute significantly to employment creation, income generation, and local economic 

resilience (Adomako et al., 2021; OECD, 2021). In Indonesia, MSMEs represent the dominant 

form of business activity and serve as an important foundation for inclusive economic growth. 

According to the Badan Pusat Statistik, MSMEs account for more than 97% of all business 

units in the country, absorbing approximately 97% of the total workforce and contributing 

around 61% to GDP (Badan Pusat Statistik, 2022). Their contribution spans across various 

economic sectors, including services, trade, and processing industry (Kementerian Koperasi 

dan UKM, 2022). 
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Despite their important role, MSMEs continue to face various managerial challenges 

that may hinder their sustainability and competitiveness. One of the most critical issues is the 

quality of financial management (Fatoki, 2021b; Nkundabanyanga, Ssekiziyivu, et al., 2020). 

Many MSME owners still experience difficulties in recording financial transactions, separating 

personal and business finances, preparing budgets, managing cash flows, controlling costs, 

preparing simple financial reports, and using financial information as a basis for business 

decision-making (Drever et al., 2021; Sitorus & Wijaya, 2022). These weaknesses reduce the 

ability of MSMEs to measure profitability accurately, maintain working capital stability, access 

formal financing, and develop long-term business strategies. 

Financial management quality is a fundamental aspect of MSME development because 

it reflects the ability of business owners to manage financial resources effectively (Siekei et al., 

2020). Good financial management enables MSMEs to control operational costs, monitor cash 

inflows and outflows, determine appropriate pricing strategies, evaluate business 

performance, and make rational investment decisions (Dahmen & Rodriguez, 2014; Lusimbo 

& Muturi, 2021). Conversely, weak financial management may lead to financial inefficiency, 

inaccurate profit calculation, uncontrolled expenses, limited access to credit, and increased 

risk of business failure (Munyengera & Crespo, 2022). 

The problem of financial management quality among MSMEs is also related to the gap 

between financial inclusion and financial literacy (Lusardi & Mitchell, 2022; Ratnawati, 

2020). Although many MSMEs have gained access to financial services, such as banking 

facilities, digital payments, loans, and other financial products, access alone does not 

guarantee effective financial management. MSME owners need adequate financial knowledge, 

financial discipline, and managerial capability to transform access to financial services into 

better business performance (Kara et al., 2021). Without sufficient financial capability, 

MSMEs may use financial services inefficiently and fail to integrate financial information into 

daily business management. 

Digital financial transformation has further increased the need for stronger financial 

management among MSMEs (Gomber et al., 2020; Sitorus & Wijaya, 2022). The expansion of 

digital payment systems, financial technology, and online business transactions provides 

opportunities for MSMEs to improve efficiency, market access, and transaction transparency  

(Ozili, 2022). However, digital adoption does not automatically improve financial 

management quality if MSME owners are unable to record, interpret, and use digital 

transaction data for financial planning and decision-making (Aribawa, 2021). Therefore, the 

digitalization of MSMEs must be accompanied by stronger financial literacy, better recording 

systems, and improved financial control mechanisms. 

In the local context, Makassar City is an important economic center in Eastern 

Indonesia, with diverse business activities across service, trade, and processing industry 

sectors (BPS Kota Makassar, 2023). The diversity of economic activities in Makassar creates a 

relevant context for examining MSME financial management quality based on business type. 

MSMEs in different business sectors may face different financial challenges because each type 

of business has distinct operational characteristics, cost structures, revenue patterns, working 

capital needs, and financial risks (Drever et al., 2021). 

Previous studies on MSME financial management have generally focused on financial 

literacy, financial inclusion, financial technology adoption, accounting practices, financial 

recording, and the relationship between financial management practices and business 

performance (Fatoki, 2021b). Although these studies have provided important insights, 

limited attention has been given to comparative analysis of financial management quality 

based on business type. This gap is important because MSMEs should not be treated as a 
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homogeneous group, as each business type has different financial problems and may therefore 

require different forms of financial training, assistance, and policy intervention (Munyengera 

& Crespo, 2022). 

Based on these considerations, this study aims to conduct a comparative analysis of 

financial management quality among MSMEs in Makassar City based on three business types: 

service, trade, and processing industry. Using a sample of 200 MSME actors, this study seeks 

to examine whether financial management quality differs significantly across these business 

categories. The findings are expected to provide empirical evidence on the role of business 

type as a distinguishing factor in MSME financial management quality, and to offer practical 

input for local governments, MSME assistance institutions, and financial training program 

designers. 

 

2. Literature Review 

2.1. Financial Management Quality in MSMEs 
Financial management quality refers to the ability of MSME owners or managers to 

organize, record, plan, control, and use financial information to support business 

sustainability (Siekei et al., 2020). In the context of MSMEs, financial management quality 

encompasses practical financial routines directly related to daily business operations, 

including regular financial transaction recording, separation of personal and business 

finances, budget preparation, periodic financial planning, monitoring of cash inflows and 

outflows, cost control, preparation of simple income statements, and the use of financial 

reports for decision-making (Drever et al., 2021). 

Good financial management quality enables MSMEs to understand their financial 

position, calculate profit more accurately, control expenses, maintain working capital, and 

make more rational business decisions (Lusimbo & Muturi, 2021). Conversely, weak financial 

management may lead to poor cash flow control, inaccurate profit estimation, inefficient use 

of business capital, and limited readiness to access formal financing (Nkundabanyanga, 

Ssekiziyivu, et al., 2020). Therefore, financial management quality is an important managerial 

capability that supports the continuity and competitiveness of MSMEs. 

Financial literacy is considered one of the key determinants of financial management 

quality among MSMEs (Lusardi & Mitchell, 2022; Ratnawati, 2020). MSME owners with 

higher financial literacy are more likely to maintain regular financial records, prepare budgets, 

and monitor cash flows systematically (Kara et al., 2021). In Indonesia, several studies have 

confirmed that financial literacy significantly influences financial management practices and 

business performance among MSMEs, particularly in urban contexts where market 

competition is intense (Kusuma et al., 2022). 

Financial inclusion also plays an important role in improving financial management 

quality by expanding MSME access to formal financial services, including savings accounts, 

credit facilities, insurance, and digital payment systems (Bank Indonesia, 2021; Ozili, 2022). 

However, financial inclusion is most effective in improving financial management quality 

when accompanied by financial education and managerial training (Kara et al., 2021). This is 

consistent with evidence from Indonesian studies, which indicate that financial inclusion 

alone does not automatically translate into better financial management practices among 

MSMEs (Aribawa, 2021). 

Cash flow management and cost control are two particularly critical components of 

financial management quality for MSMEs (Munyengera & Crespo, 2022). Effective cash flow 

monitoring allows MSMEs to anticipate liquidity shortfalls, plan for upcoming expenses, and 
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avoid over-reliance on informal credit sources (Dahmen & Rodriguez, 2014). Cost control 

mechanisms, in turn, enable MSMEs to maintain profitability by minimizing unnecessary 

expenditures and improving operational efficiency (Lusimbo & Muturi, 2021). 

2.2. Business Type and Financial Management Quality B 
MSMEs operate in different business types with distinct financial characteristics that 

may influence their financial management practices and challenges (Drever et al., 2021). 

Service MSMEs generally rely on intangible outputs such as skills, labor, expertise, or 

customer experience. Their financial management challenges are often related to service 

pricing, labor cost control, operational expense management, and revenue stability (Siekei et 

al., 2020). Although service businesses may have fewer inventory problems, they still require 

strong financial planning and cost control to maintain profitability. 

Trade MSMEs have different financial characteristics because their main activity 

involves buying and selling goods. Financial management in trade businesses is closely related 

to daily transaction recording, inventory management, sales margin control, receivables 

management, and cash flow stability (Fatoki, 2021a; Nkundabanyanga, Ssekiziyivu, et al., 

2020). Due to the high frequency of transactions, trade MSMEs require consistent financial 

recording and effective working capital management to avoid stock imbalances and cash 

shortfalls. 

Processing industry MSMEs tend to have more complex financial management needs 

because they involve production activities. These businesses must manage raw materials, 

direct labor costs, overhead costs, work-in-process inventory, finished goods inventory, and 

product pricing (Sitorus & Wijaya, 2022). Therefore, processing industry MSMEs require 

more detailed cost recording and stronger financial control mechanisms than other business 

types. Studies have shown that inaccurate calculation of production costs leads to 

inappropriate pricing decisions, inefficient resource use, and declining competitiveness 

(Munyengera & Crespo, 2022). 

Based on these differences, financial management quality may vary among service, 

trade, and processing industry MSMEs. Business type may influence how MSMEs record 

financial transactions, prepare budgets, manage cash flows, control costs, and use financial 

reports for decision-making (Drever et al., 2021). Therefore, comparing financial management 

quality across business types is important to identify whether specific MSME sectors require 

different financial management interventions. 

2.3. Previous Research  
Previous studies on MSME financial management have generally shown that financial 

literacy, financial inclusion, fintech adoption, accounting practices, financial recording, 

budgeting, and cash flow management are important factors in improving MSME 

performance (Gomber et al., 2020; Lusimbo & Muturi, 2021; Ratnawati, 2020). These studies 

have contributed to the understanding that financial management capability is closely 

associated with business growth, sustainability, and competitiveness. However, many 

previous studies tend to examine MSMEs as a single group without differentiating them based 

on business type. 

In Indonesia, several national studies have examined financial management practices, 

financial literacy, and business performance of MSMEs in various regions (Aribawa, 2021; 

Kara et al., 2021; OJK (Otoritas Jasa Keuangan), 2022). While these studies have provided 

valuable contextual insights, the specific context of Makassar City remains understudied. 

Moreover, the comparative dimension of financial management quality across different 

business types has received limited attention in the Indonesian MSME literature. 
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This creates an important research gap because MSMEs in service, trade, and processing 

industry sectors have different operational characteristics and financial management needs. 

Service MSMEs may require stronger control over service costs and labor productivity. Trade 

MSMEs may require better inventory control, margin management, and cash flow monitoring. 

Processing industry MSMEs may require more detailed cost accounting and production-based 

financial control (Drever et al., 2021; Sitorus & Wijaya, 2022). 

Therefore, this study differs from previous research by emphasizing a comparative 

perspective. Rather than only describing the overall level of financial management quality, this 

study examines whether financial management quality differs significantly among service, 

trade, and processing industry MSMEs in Makassar City. This comparative approach is 

expected to provide a more specific understanding of MSME financial management practices 

based on business characteristics, and to support more targeted policy interventions and 

financial training programs. 

Based on this reasoning, the following hypothesis is proposed: 

H₁: There is a significant difference in financial management quality among service, trade, 

and processing industry MSMEs in Makassar City. 

 

3. Methods 

This study used a quantitative comparative research design to examine differences in 

financial management quality among MSMEs based on business type (Creswell & Creswell, 

2022). The quantitative approach was selected because the research objective required the 

collection of numerical data and systematic statistical testing of differences among groups 

(Field, 2024). The comparative design is appropriate when a researcher seeks to determine 

whether two or more groups differ significantly on a particular variable (Fraenkel et al., 2022). 

The research was conducted in Makassar City, Indonesia, with the unit of analysis being 

MSME owners or managers. The population of this study consisted of MSMEs operating in 

three business categories: service, trade, and processing industry. The sample size was 

determined using the Cochran/Lemeshow formula because the exact population size of MSME 

actors in Makassar City based on service, trade, and processing industry categories was not 

precisely known. With a 95% confidence level, an estimated population proportion of 0.50, 

and a margin of error of 7%, the minimum required sample size was 196 respondents. 

Therefore, this study used 200 MSME actors as the final sample. The respondents were 

selected using a non-probability purposive sampling technique based on predetermined 

criteria, namely active MSME owners or managers in Makassar City who operated in service, 

trade, or processing industry sectors and were directly involved in business financial 

management. (Sugiyono, 2022). 

The main variable in this study was Financial Management Quality. This variable was 

operationalized based on eight indicators: (1) regular financial transaction recording, (2) 

separation of personal and business finances, (3) budget preparation for business operations, 

(4) periodic financial planning, (5) monitoring of cash inflows and outflows, (6) cost control 

to maintain efficiency, (7) preparation of simple income statements, and (8) use of financial 

reports for decision-making (Drever et al., 2021; Siekei et al., 2020). 

Each indicator was measured using a five-point Likert scale, ranging from 1 (strongly 

disagree) to 5 (strongly agree), to capture respondents' self-reported financial management 

practices (Pranatawijaya et al., 2019). Higher scores indicate better financial management 

quality, while lower scores indicate weaker financial management practices. The total score of 
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the indicators was used to represent the overall level of financial management quality among 

MSMEs. 

The data were analyzed using descriptive and comparative statistical techniques. 

Descriptive statistics, including means, standard deviations, and frequency distributions, were 

used to identify the overall financial management quality level and to interpret each indicator 

(Field, 2024). Before conducting comparative analysis, the instrument quality was examined 

through validity and reliability testing. Validity was assessed using Pearson product-moment 

correlation, while reliability was evaluated using Cronbach's alpha coefficient, with a threshold 

of α ≥ 0.70 considered acceptable. 

To test differences in financial management quality based on business type, One-Way 

ANOVA was applied if the data met the assumptions of normality and homogeneity of variance 

(Creswell & Creswell, 2022). Normality was assessed using the Shapiro-Wilk test, and 

homogeneity of variance was examined using Levene's test. If these parametric assumptions 

were not fulfilled, the Kruskal-Wallis test was applied as a non-parametric alternative. When 

significant differences were found, post-hoc testing was conducted to identify which specific 

business types differed significantly from each other. Tukey's HSD was used following 

ANOVA, and Dunn's post-hoc test was used following the Kruskal-Wallis test. 

 

4. Results and Discussion 

4.1. Respondent Characteristics 
All This study involved 200 MSME actors in Makassar City. The respondents were 

classified based on gender, educational background, business experience, and business type. 

Overall, the respondent profile shows that the sample was dominated by female respondents, 

respondents with undergraduate education, MSME actors with less than one year of business 

experience, and businesses operating in the trade sector.  

 

 
 

Figure 1. Respondent Characteristic 
 

The respondent characteristics show that female MSME actors accounted for the 

majority of the sample, representing 72.0% of total respondents. In terms of education, most 
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respondents had completed undergraduate education, representing 75.0% of the sample. 

Based on business experience, 49.5% of respondents had operated their businesses for less 

than one year, indicating that many MSMEs in the sample were still in the early stage of 

business development. In terms of business type, trade MSMEs dominated the sample with 

63.5%, followed by service MSMEs with 22.0% and processing industry MSMEs with 14.5%. 

4.2. Descriptive Statistics of Financial Management Quality 
The descriptive analysis was conducted to compare financial management quality 

among trade, service, and processing industry MSMEs. The interpretation of mean scores was 

based on the following criteria: 1.00–1.80 = Very Poor, 1.81–2.60 = Poor, 2.61–3.40 = Fair, 

3.41–4.20 = Good, and 4.21–5.00 = Very Good. 

  

 

Table 1. Descriptive Statistics of Financial Management Quality by Business 
Type 

Indicator Business Type Mean Category 

FMQ1 – Financial Transaction Recording 
Trade 3.87 Good 
Service 4.05 Good 
Processing Industry 4.10 Good 

FMQ2 – Separation of Personal and Business 
Finances 

Trade 4.07 Good 
Service 4.11 Good 

Processing Industry 4.31 
Very 
Good 

FMQ3 – Budgeting Practice 
Trade 3.87 Good 
Service 3.77 Good 
Processing Industry 4.00 Good 

FMQ4 – Periodic Financial Planning 
Trade 3.93 Good 
Service 3.95 Good 
Processing Industry 4.00 Good 

FMQ5 – Cash Flow Monitoring 

Trade 3.83 Good 
Service 3.93 Good 

Processing Industry 4.21 
Very 
Good 

FMQ6 – Cost Control 
Trade 3.91 Good 
Service 3.86 Good 

 Processing Industry 4.07 Good 

FMQ7 – Simple Income Statement Preparation 
Trade 3.77 Good 
Service 3.82 Good 

 Processing Industry 3.86 Good 

FMQ8 – Financial Report-Based Decision-
Making 

Trade 3.94 Good 
Service 3.93 Good 
Processing Industry 4.00 Good 

Average Financial Management Quality 

Trade 3.90 Good 
Service 3.93 Good 
Processing 
Industry 

4.07 Good 

 
The descriptive results show that financial management quality was generally 

categorized as Good across all business types. Processing industry MSMEs obtained the 

highest average score, with a mean of 4.07, followed by service MSMEs with a mean of 3.93, 

and trade MSMEs with a mean of 3.90. This indicates that although all business types 

demonstrated good financial management quality, processing industry MSMEs showed the 

strongest financial management profile compared with service and trade MSMEs. 
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In the trade sector, all indicators were categorized as Good. The highest mean score was 

found in Separation of Personal and Business Finances with a mean of 4.07, indicating that 

trade MSMEs had relatively good financial discipline in separating business and personal 

funds. The lowest mean score was found in Simple Income Statement Preparation with a mean 

of 3.77, suggesting that trade MSMEs still need improvement in preparing simple income 

statements. 

In the service sector, all indicators were also categorized as Good. The highest mean 

score was found in Separation of Personal and Business Finances with a mean of 4.11, followed 

by Financial Transaction Recording with a mean of 4.05. The lowest mean score was found in 

Budgeting Practice with a mean of 3.77, indicating that budget preparation remained the 

weakest aspect among service MSMEs. 

In the processing industry sector, most indicators were categorized as Good, while two 

indicators reached the Very Good category. The highest mean score was found in Separation 

of Personal and Business Finances with a mean of 4.31, followed by Cash Flow Monitoring 

with a mean of 4.21. These two indicators indicate that processing industry MSMEs had 

stronger financial discipline and better cash flow monitoring practices. The lowest mean score 

in this sector was found in Simple Income Statement Preparation with a mean of 3.86, 

although it remained in the good category. 

Across the three business types, processing industry MSMEs recorded the highest score 

in all eight indicators. This shows that processing industry MSMEs tended to apply financial 

management practices more consistently than service and trade MSMEs. Meanwhile, trade 

MSMEs had the lowest average financial management quality among the three groups, 

although the score remained in the good category. These findings indicate that business type 

may influence the strength of financial management practices, particularly because processing 

industry businesses generally require more systematic control over costs, cash flows, and 

production-related financial activities. 

4.3. Validity and Reliability Tests 
The validity test was conducted using Pearson Product-Moment correlation by 

examining the correlation between each indicator and the total score of financial management 

quality. The results show that all indicators had positive and significant correlation coefficients 

with the total score, with significance values below 0.001. Therefore, all indicators were 

declared valid. 

Table 2. Validity Test Results 

Code Indicator 
Pearson 

Correlation 
Sig. Decision 

FMQ1 Financial Transaction Recording 0.683 < 0.001 Valid 
FMQ2 Separation of Personal and Business Finances 0.678 < 0.001 Valid 
FMQ3 Budgeting Practice 0.691 < 0.001 Valid 
FMQ4 Periodic Financial Planning 0.763 < 0.001 Valid 
FMQ5 Cash Flow Monitoring 0.766 < 0.001 Valid 
FMQ6 Cost Control 0.771 < 0.001 Valid 
FMQ7 Simple Income Statement Preparation 0.779 < 0.001 Valid 
FMQ8 Financial Report-Based Decision-Making 0.762 < 0.001 Valid 

 

The reliability test was conducted using Cronbach’s Alpha to assess the internal 

consistency of the eight indicators measuring financial management quality. The result 

showed a Cronbach’s Alpha value of 0.879, which is above the minimum acceptable threshold 

of 0.70. This indicates that the instrument had strong internal consistency and was reliable for 

further analysis. 
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Table 4. Reliability Test Result 
Variable Cronbach’s Alpha Number of Items Decision 

Financial Management Quality 0.879 8 Reliable 
 

The validity and reliability results confirm that the instrument used in this study was 

appropriate for measuring financial management quality. All indicators showed significant 

correlations with the total score, and the Cronbach’s Alpha value indicated strong reliability. 

Therefore, the data were suitable for subsequent comparative analysis. 

4.4. Homogeneity and One-Way ANOVA Tests 
Before conducting the One-Way ANOVA test, the homogeneity of variance was 

examined using Levene’s test. The results show that all indicators had Levene significance 

values greater than 0.05. This indicates that the variance across trade, service, and processing 

industry MSMEs was homogeneous for all financial management quality indicators. 

Table 5. Homogeneity and One-Way ANOVA Results 

Code 
Levene 
Statistic 

Levene 
Sig. 

Homogeneity 
Decision 

F-
value 

ANOVA 
Sig. 

ANOVA 
Decision 

FMQ1 0.122 0.885 Homogeneous 2.022 0.135 
Not 

Significant 

FMQ2 0.455 0.635 Homogeneous 1.321 0.269 
Not 

Significant 

FMQ3 0.031 0.969 Homogeneous 0.886 0.414 
Not 

Significant 

FMQ4 1.516 0.222 Homogeneous 0.141 0.868 
Not 

Significant 
FMQ5 0.932 0.395 Homogeneous 3.098 0.047 Significant 

FMQ6 0.111 0.895 Homogeneous 0.829 0.438 
Not 

Significant 

FMQ7 2.495 0.085 Homogeneous 0.161 0.851 
Not 

Significant 

FMQ8 0.509 0.602 Homogeneous 0.084 0.919 
Not 

Significant 
 

The homogeneity test results indicate that the assumption of equal variance was fulfilled 

for all indicators. Therefore, the data were appropriate for analysis using One-Way ANOVA. 

The ANOVA results show that only Cash Flow Monitoring differed significantly across 

business types, with an F-value of 3.098 and a significance value of 0.047. Since the 

significance value was below 0.05, this result indicates that trade, service, and processing 

industry MSMEs differed significantly in how they monitored cash inflows and outflows. 

Meanwhile, the other seven indicators had significance values greater than 0.05. This 

means that there were no statistically significant differences among trade, service, and 

processing industry MSMEs in terms of financial transaction recording, separation of personal 

and business finances, budgeting practice, periodic financial planning, cost control, simple 

income statement preparation, and financial report-based decision-making. These findings 

suggest that business type does not create broad differences across all dimensions of financial 

management quality. However, business type appears to matter specifically in the aspect of 

cash flow monitoring. 
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4.5. Tukey HSD Post Hoc Test 
Since the One-Way ANOVA result showed a significant difference in cash flow 

monitoring across business types, a Tukey HSD post hoc test was conducted to identify which 

groups differed significantly. 

Table 6. Tukey HSD Post Hoc Test for Cash Flow Monitoring 

Indicator 
Business Type 
Comparison 

Mean 
Difference 

Sig. Decision 

Cash Flow Monitoring Trade vs Service -0.105 0.701 Not Significant 

Cash Flow Monitoring 
Trade vs Processing 

Industry 
-0.380 0.038 Significant 

Cash Flow Monitoring 
Service vs Processing 

Industry 
-0.275 0.274 Not Significant 

 

The Tukey HSD post hoc test shows that the significant difference in cash flow 

monitoring occurred only between trade MSMEs and processing industry MSMEs. The mean 

difference between trade and processing industry MSMEs was -0.380, with a significance 

value of 0.038. This indicates that processing industry MSMEs had significantly better cash 

flow monitoring practices than trade MSMEs. 

The comparison between trade and service MSMEs was not significant, with a 

significance value of 0.701. The comparison between service and processing industry MSMEs 

was also not significant, with a significance value of 0.274. These results indicate that the main 

difference in cash flow monitoring occurred between trade MSMEs and processing industry 

MSMEs. 

4.6. Discussion 
This study examines and compares the quality of financial management among MSME 

actors in Makassar City across three business types: service, trade, and processing industry 

MSMEs. The findings are important because financial management quality is closely 

associated with business sustainability, resilience, and growth capacity, particularly for micro, 

small, and medium enterprises operating in developing economies (Fatoki, 2021a; Mukhtar et 

al., 2023). Unlike studies that examine MSME financial management at a general level, this 

study provides a more specific sector-based comparison by analysing eight indicators: 

financial transaction recording, separation of personal and business finances, budgeting 

practice, periodic financial planning, cash flow monitoring, cost control, simple income 

statement preparation, and financial report-based decision-making. This approach is relevant 

because service, trade, and processing industry MSMEs have different operational structures, 

revenue patterns, cost characteristics, and financial risks. 

The descriptive results show that financial management quality was categorised as Good 

across all three business types, with average means of 3.90 for trade MSMEs, 3.93 for service 

MSMEs, and 4.07 for processing industry MSMEs. This finding indicates that MSME actors 

in Makassar City have generally developed adequate financial management practices and 

show awareness of the importance of financial discipline in business operations. The good 

category across all groups may reflect the increasing exposure of Indonesian MSMEs to 

financial literacy programmes, digital financial services, and government-supported MSME 

development initiatives (Kusuma et al., 2022). However, the absence of a Very Good aggregate 

score indicates that financial management practices among MSMEs in Makassar City are not 

yet optimal, particularly in formal financial reporting, structured budgeting, and systematic 

use of financial information. This result is consistent with Fatimah & Perdana (2022), who 

found that many Indonesian MSMEs already understand the importance of financial 

management but still face difficulties in implementing it systematically. 
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Processing industry MSMEs recorded the highest average financial management quality 

score among the three groups. This finding can be explained by the operational characteristics 

of processing businesses, which generally involve more complex financial flows than service 

or trade enterprises. Processing industry MSMEs must manage raw material procurement, 

labour costs, overhead expenses, inventory levels, production schedules, and working capital 

simultaneously, requiring more systematic financial tracking and cost control 

(Nkundabanyanga, Opiso, et al., 2020; Wahyuni et al., 2022). In this context, financial 

discipline becomes an operational necessity because poor control over input costs, production 

expenses, or cash flow may directly disrupt production continuity. In Makassar City, 

processing industry MSMEs may also benefit from sectoral guidance, business clusters, and 

government extension programmes that encourage cost-accounting practices and financial 

record-keeping as part of product development support (Kementerian Koperasi dan UKM, 

2022). 

The stronger performance of processing industry MSMEs was particularly evident in 

separation of personal and business finances and cash flow monitoring, both of which reached 

the Very Good category. The high score on financial separation suggests that processing 

industry MSMEs are more disciplined in distinguishing business funds from personal funds, 

which is essential for calculating production costs, determining break-even points, and 

assessing profitability per production cycle (Adomako et al., 2022). Similarly, strong cash flow 

monitoring reflects the need to balance cash outflows for raw materials, wages, utilities, and 

overhead costs with cash inflows from product sales. This result supports Oseifuah & Gyekye 

(2021), who found that manufacturing-oriented small firms tend to develop more disciplined 

cash flow monitoring practices because of their capital-intensive and cyclical operations. Thus, 

the relatively strong financial management culture among processing industry MSMEs in 

Makassar City appears to be shaped by the operational complexity of production-based 

businesses. 

Trade MSMEs recorded the lowest average score, although their financial management 

quality remained in the Good category. This finding should not be interpreted as weak 

financial management, but rather as evidence that trade businesses face different and more 

dynamic financial pressures. Trade MSMEs are commonly characterised by high transaction 

volume, rapid inventory turnover, fluctuating margins, receivables management, and daily 

cash flow pressure (Belas et al., 2020; Sitorus & Wijaya, 2022). In the context of Makassar 

City, many trade MSMEs operate in retail and informal commercial environments where 

business owners often prioritise sales activity, stock availability, and customer transactions 

over formal financial planning and documentation (Badan Pusat Statistik, 2022). The lower 

score of trade MSMEs may therefore reflect the practical challenge of maintaining structured 

financial management in a fast-moving transaction-based business environment. 

The weakest indicator among trade MSMEs was simple income statement preparation. 

This result suggests that frequent transaction recording does not automatically develop into 

structured financial reporting. Trade MSME owners may keep informal notes of sales and 

expenses, but they may not consistently consolidate such records into simple profit-and-loss 

statements. This gap between bookkeeping and financial reporting is widely documented in 

MSME financial management research, where entrepreneurs often record transactions for 

operational memory but lack the skills or motivation to transform these records into periodic 

financial statements (Amoako et al., 2021; Tuffour et al., 2022). Preparing even a simple 

income statement requires the ability to classify revenues and expenses, apply consistent 

accounting periods, and calculate net income. Therefore, trade MSMEs in Makassar City 
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require more practical training in simple income statement preparation, not only basic 

transaction recording. 

Service MSMEs occupied an intermediate position, with an average score between trade 

and processing industry MSMEs. This result is understandable because service businesses 

have financial characteristics that differ from both trade and processing activities. Service 

MSMEs depend on intangible outputs such as skills, labour, expertise, customer experience, 

and service quality. Their financial challenges are strongly related to service pricing, labour 

cost control, operational expenses, customer-based revenue, and productivity measurement 

(Nguyen & Nguyen, 2020; Raza et al., 2023). Unlike trade MSMEs that sell physical goods, 

service MSMEs must determine the financial value of time, labour, expertise, and customer 

satisfaction. This may explain why service MSMEs in Makassar City showed good but not 

superior financial management quality. 

The weakest indicator among service MSMEs was budgeting practice. This finding may 

be linked to the flexible and demand-driven nature of service businesses, where revenue is 

often irregular, project-based, seasonal, or dependent on customer volume. Such revenue 

uncertainty can make systematic budget preparation more difficult for service MSME owners 

(Al-Slehat, 2020; Nugroho & Pertiwi, 2021). Service MSMEs may adjust expenses reactively 

based on incoming revenue rather than prepare formal budgets in advance. This supports 

Keasey & Watson (2020), who argued that budgeting is often underutilised among small 

service enterprises because entrepreneurs perceive their revenue environment as too 

uncertain for formal budget planning. Therefore, financial assistance for service MSMEs in 

Makassar City should emphasise flexible budgeting models that fit variable income patterns. 

Across all business types, separation of personal and business finances emerged as one 

of the strongest indicators. This finding indicates that MSME actors in Makassar City 

increasingly understand that mixing personal and business funds can distort profit 

calculation, weaken accountability, and reduce financial control. The separation of personal 

and business finances is widely recognised as a foundational practice for business financial 

accountability because it supports accurate cost tracking, profitability assessment, and tax 

compliance (Yanto et al., 2023). The strong score on this indicator may reflect the success of 

financial literacy campaigns and institutional support from Bank Indonesia, OJK, and local 

government programmes. However, the dominance of this foundational indicator also 

suggests that more advanced practices, such as income statement preparation and financial 

report-based decision-making, still need to be strengthened. 

In contrast, simple income statement preparation remained a relatively weak indicator, 

especially among trade and processing industry MSMEs. This pattern suggests a systemic 

limitation among MSME actors in Makassar City in transforming transaction records into 

structured financial reports. The difference between bookkeeping and financial reporting is 

important because bookkeeping only records financial activities, whereas income statement 

preparation requires classification, summarisation, interpretation, and periodic evaluation 

(Amoako et al., 2021; Mbroh & Attom, 2020). Without simple income statements, MSMEs 

may have difficulty identifying profitability trends, evaluating cost efficiency, and making 

evidence-based pricing or investment decisions. This finding reinforces the need for MSME 

development programmes that move beyond basic bookkeeping and introduce simple, 

practical, and sector-specific financial reporting templates. 

The One-Way ANOVA results showed that only cash flow monitoring differed 

significantly across business types, while the other seven indicators did not show significant 

differences. This finding suggests that business type does not create broad differences across 

all dimensions of financial management quality. Instead, business type appears to influence 
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only specific financial practices that are closely tied to operational cash cycles. The non-

significant differences in most indicators may indicate that MSMEs in Makassar City share 

similar financial literacy exposure, institutional environment, and access to financial inclusion 

programmes (OJK, 2023; Bank Indonesia, 2022). However, the significant difference in cash 

flow monitoring shows that sector-specific operational characteristics still matter. 

The Tukey HSD post hoc test confirmed that the significant difference in cash flow 

monitoring occurred only between trade MSMEs and processing industry MSMEs. Processing 

industry MSMEs showed better cash flow monitoring than trade MSMEs, which can be 

explained by the production cycle that requires planned cash outflows for raw materials, 

labour, utilities, and overhead costs before sales revenue is fully realised (Nkundabanyanga, 

Opiso, et al., 2020; Oseifuah & Gyekye, 2021). Trade MSMEs, in contrast, often operate with 

shorter and more continuous cash cycles based on daily purchases and sales, which may 

reduce the perceived need for formal cash flow monitoring. However, this condition may also 

make trade MSMEs vulnerable to liquidity problems when inventory accumulates or sales 

decline. Therefore, improving cash flow monitoring among trade MSMEs should become a 

priority intervention in Makassar City. 

The findings of this study offer both theoretical and practical implications. Theoretically, 

this study extends the financial management quality literature by showing that business type 

only partially differentiates financial management practices, particularly in the domain of cash 

flow monitoring. This supports a more nuanced view of financial management quality as a 

multidimensional construct whose sectoral differences are specific rather than universal 

(Mukhtar et al., 2023; Tuffour et al., 2022). Practically, local governments, MSME assistance 

institutions, financial institutions, and MSME owners should design sector-based financial 

training programmes. Trade MSMEs need stronger support in cash flow monitoring and 

income statement preparation, service MSMEs require budgeting models suitable for variable 

revenue patterns, and processing industry MSMEs need continued support in formalising 

financial reporting practices. Thus, MSME development in Makassar City should move from 

general financial literacy programmes toward more targeted and business-type-specific 

financial management assistance. 

 

5. Conclusion 

 This study concludes that the financial management quality of MSMEs in Makassar City 

is generally in the Good category across the three business types: trade, service, and processing 

industry MSMEs. Processing industry MSMEs recorded the highest average score, followed by 

service MSMEs, while trade MSMEs had the lowest average score. The strongest aspect of 

financial management was the separation of personal and business finances, whereas the 

relatively weakest aspect was simple income statement preparation. The comparative test 

showed that only cash flow monitoring differed significantly across business types, with a 

significant difference found between trade MSMEs and processing industry MSMEs. 

Based on these findings, financial assistance programs for MSMEs in Makassar City 

should be designed according to business type. Trade MSMEs need stronger support in cash 

flow monitoring and simple income statement preparation. Service MSMEs should improve 

budgeting practices, while processing industry MSMEs should maintain their strong financial 

discipline and further strengthen structured financial reporting. 
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