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Abstract

This study aims to develop an accounting-based business plan for Tara’s Promotional Bags, a
micro, small, and medium enterprise (MSME) engaged in the production of promotional bags.
The research focuses on integrating cost analysis, financial statement projections, and
profitability enhancement strategies as the foundation for effective business planning. A
descriptive qualitative approach was employed, combining observation, interviews, and
documentation techniques to obtain comprehensive financial and operational data. The cost
analysis identifies the structure of production expenses and highlights potential cost efficiency
opportunities. Financial projections were prepared to illustrate expected income, balance sheet
positions, and cash flow performance over a one-year period, providing a realistic overview
of the enterprise’s financial prospects. Furthermore, profitability strategies were formulated
by emphasizing cost control, pricing adjustments, and product diversification to enhance
competitiveness. The results indicate that applying accounting principles in business planning
not only improves financial management accuracy but also supports decision-making
processes for sustainable growth. The proposed business plan can serve as a practical model
for similar MSMEs seeking to strengthen financial performance through structured
accounting-based management.

Keywords: business plan, accounting-based planning, cost analysis, financial projection,
MSME profitability

INTRODUCTION

Micro, small, and medium enterprises (MSMEs) are widely acknowledged as a cornerstone of
national economic growth and social development. In Indonesia, MSMEs contribute more than
60 percent to the national gross domestic product (GDP) and absorb a large proportion of the
workforce, thereby supporting economic stability and regional development (Tambunan,
2019). Their flexibility, innovation, and capacity to adapt to market demands make them
crucial players in sustaining inclusive and resilient economies. However, despite their
significant contribution, many MSMEs still encounter persistent managerial, financial, and
strategic challenges that hinder their long-term sustainability. Limited financial literacy, poor
bookkeeping practices, and the absence of structured business planning remain among the
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major obstacles faced by small enterprises (Susanto & Meiryani, 2020). One of the MSMEs
experiencing these issues is Tara’s Promotional Bags, a small enterprise engaged in producing
customized promotional bags for corporate events, educational institutions, and branding
activities. The enterprise has shown strong product creativity and craftsmanship, but it faces
limitations in strategic planning and accounting-based financial management. The absence of
systematic cost analysis, financial forecasting, and performance evaluation results in
difficulties in maintaining profit consistency and business expansion. Consequently,
operational decisions are often made intuitively, without a clear financial framework to
measure efficiency or profitability (Wulandari & Sari, 2021).

An effective business plan is a key instrument for achieving business sustainability, especially
when it integrates accounting information as the foundation for decision-making. A business
plan is not merely a document outlining goals and strategies; rather, it serves as a roadmap that
links financial data with managerial actions (Gitman & Zutter, 2015). Through the
incorporation of accounting principles, MSMEs can gain clearer insight into their cost
structures, revenue potential, and projected financial outcomes. Accounting-based planning
provides a structured method to record, analyze, and interpret financial information, enabling
entrepreneurs to make informed and data-driven business decisions (Kusumawati & Rahman,
2022). Cost analysis is one of the most fundamental components of accounting-based planning.
It allows business owners to identify fixed and variable costs, allocate overhead expenses, and
determine break-even points to support pricing decisions (Hansen & Mowen, 2018). For
MSMEs like Tara’s Promotional Bags, understanding cost behavior is crucial to optimize
production efficiency and set competitive prices without compromising quality. Furthermore,
cost analysis also provides insight into areas where resources can be saved or reallocated for
better operational outcomes.

Another essential element is the preparation of financial statement projections, including
income statements, balance sheets, and cash flow forecasts. These projections help estimate the
enterprise’s future financial position, evaluate funding needs, and assess liquidity levels.
Accurate projections also serve as indicators of business health, enabling owners to anticipate
financial challenges and implement corrective measures in advance (Weygandt, Kimmel, &
Kieso, 2020). When performed properly, financial forecasting not only enhances control over
cash flow but also strengthens accountability, especially when seeking external funding or
partnerships. Profitability improvement strategies complete the framework of accounting-
based business planning. Profitability is a critical measure of an enterprise’s capacity to sustain
operations and grow over time. For MSMEs, profitability can be increased through effective
cost management, pricing strategy optimization, and product diversification (Kotler & Keller,
2016). Implementing accounting tools such as ratio analysis and variance analysis can further
support managerial decisions by identifying inefficiencies and highlighting opportunities for
growth (Horngren, Sundem, & Stratton, 2014). In this context, integrating accounting
perspectives into strategic planning allows small enterprises to achieve a balance between
financial performance and market competitiveness.
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The rapid advancement of digital technology also presents new opportunities for MSMEs to
modernize their accounting and business planning practices. Cloud-based accounting systems
and digital financial tools can simplify recordkeeping, automate reporting, and reduce human
error in data entry. However, many small enterprises in Indonesia remain reluctant to adopt
such tools due to limited digital literacy and perceived costs (Aribawa, 2016). Therefore, the
development of an accounting-based business plan tailored to MSME characteristics simple,
practical, and easily applicable is essential for enhancing financial discipline and long-term
profitability.

This study aims to design an accounting-based business plan for Tara’s Promotional Bags that
integrates three analytical components: cost analysis, financial statement projections, and
profitability enhancement strategies. The research employs a descriptive qualitative method,
utilizing interviews, documentation, and direct observation to identify financial challenges and
formulate realistic recommendations. The approach focuses not only on theoretical
understanding but also on practical applicability, ensuring that the resulting business plan can
be implemented effectively by MSME owners. The expected outcome of this study is to
produce a comprehensive yet adaptable model of accounting-based planning that can
guide Tara’s Promotional Bags toward better financial management and sustainable growth.
By implementing structured accounting practices, the enterprise can strengthen its internal
control, increase transparency, and make better strategic decisions. Ultimately, this initiative
aligns with the broader objective of empowering MSMEs to improve profitability, expand
market reach, and contribute more significantly to regional economic development
(Kusumawati & Rahman, 2022; Tambunan, 2019).

LITERATURE REVIEW
Business Plan and Its Importance for MSMEs

A business plan is a strategic document that outlines the goals, resources, and operational
steps required to achieve business objectives. It acts as both a roadmap for entrepreneurs and a
communication tool for potential investors or stakeholders (Gitman & Zutter, 2015). For micro,
small, and medium enterprises (MSMEs), the existence of a structured business plan is not only
a matter of formality but also a critical determinant of sustainability and growth. According to
Kuratko (2017), MSMEs with well-documented business plans tend to perform better in
profitability and risk management than those relying solely on informal decision-making. In
Indonesia, many MSME:s still operate based on intuition and experience rather than systematic
planning (Tambunan, 2019). This condition leads to difficulties in forecasting revenue,
managing costs, and assessing business feasibility. Therefore, the preparation of a business
plan rooted in accounting data allows MSMEs to build a more objective and measurable
business framework. Such a plan facilitates evaluation of financial health and helps in
developing strategies that align with available resources and market conditions (Susanto &
Meiryani, 2020).
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Accounting-Based Business Planning

The concept of accounting-based business planning integrates financial management and
managerial accounting into the process of business strategy formulation. Accounting data,
when properly analyzed, provides a factual foundation for decision-making by reflecting a
company’s financial position, performance, and cash flows (Weygandt, Kimmel, & Kieso,
2020). Kusumawati and Rahman (2022) explain that accounting-based planning enables
MSME:s to identify cost behavior, evaluate performance trends, and anticipate financial risks.
Unlike conventional business plans that primarily focus on marketing and operations,
accounting-based business plans emphasize measurable financial projections and cost
efficiency. This approach ensures that strategic initiatives are not only innovative but also
financially feasible. The use of accounting tools such as budgeting, variance analysis, and
financial ratio analysis supports the creation of strategies that balance profitability, liquidity,
and solvency (Hansen & Mowen, 2018). Furthermore, accounting-based business plans
contribute to internal control systems by promoting accountability and transparency in financial
management. When MSMEs adopt structured bookkeeping and regular financial reporting,
they are better equipped to monitor performance and comply with tax or regulatory
requirements (Horngren, Sundem, & Stratton, 2014). These practices enhance credibility and
open access to external financing, which is often a major constraint for small enterprises
(Aribawa, 2016).

Cost Analysis in MSME Operations

Cost analysis is a fundamental component of managerial accounting that identifies,
measures, and evaluates the various cost elements involved in business operations.
Understanding cost behavior is essential for setting accurate prices, managing budgets, and
improving operational efficiency (Hansen & Mowen, 2018). Costs can be categorized as fixed,
variable, or semi-variable, and each plays a distinct role in determining profitability. For
manufacturing-based MSMEs such as Tara’s Promotional Bags, cost analysis provides
valuable insights into production efficiency, material utilization, and labor allocation. By
implementing cost-volume-profit (CVP) analysis, enterprises can estimate the level of sales
needed to achieve break-even or target profits (Horngren et al., 2014). Moreover, cost analysis
helps MSME:s identify non-value-added activities, enabling them to eliminate waste and
improve competitiveness (Wulandari & Sari, 2021). Recent studies also emphasize that
accurate cost analysis supports better cash flow management and facilitates performance
benchmarking (Gitman & Zutter, 2015). In an era of tight competition, the ability to analyze
and control production costs can become a decisive factor for maintaining profitability.
Therefore, integrating cost analysis into business planning ensures that decisions are based on
financial realism rather than assumption or estimation alone.

Financial Statement Projections

Financial statement projections are forward-looking estimates that describe expected
income, financial position, and cash flows over a given period. These projections help business
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owners visualize future outcomes based on current operational and financial assumptions
(Weygandt et al., 2020). For MSMEzs, financial projections serve several purposes: evaluating
funding needs, forecasting profitability, and assessing business sustainability. Kieso,
Weygandt, and Warfield (2021) highlight that well-prepared financial projections enhance
managerial control and investor confidence. They provide a quantitative framework for
evaluating business feasibility and performance. Furthermore, financial projections allow
MSMEs to simulate different business scenarios optimistic, realistic, and pessimistic and
anticipate potential risks (Gitman & Zutter, 2015). In practice, the projection process involves
preparing pro forma income statements, balance sheets, and cash flow statements. Each
document offers a unique perspective: the income statement reflects profitability, the balance
sheet captures financial stability, and the cash flow statement indicates liquidity management
(Wulandari & Sari, 2021). For Tara’s Promotional Bags, preparing financial projections
enables the enterprise to understand its financial capacity, manage credit obligations, and plan
for future investment or expansion.

Profitability Improvement Strategies

Profitability is the primary indicator of a business’s ability to sustain and grow over time.
Improving profitability involves both increasing revenue and controlling costs. According to
Kotler and Keller (2016), profitability strategies must align with market dynamics, competitive
positioning, and internal capabilities. In the context of MSMEs, profitability can be enhanced
through three main approaches: cost efficiency, pricing strategy optimization, and product
diversification (Hansen & Mowen, 2018). Cost efficiency can be achieved by improving
production processes, reducing waste, and utilizing resources effectively. Pricing strategies
should consider both market demand and cost structure to ensure competitiveness without
eroding margins. Product diversification, meanwhile, helps mitigate business risks and expand
market reach (Kusumawati & Rahman, 2022). From an accounting perspective, profitability
improvement also relies on regular financial performance evaluation using tools such as return
on investment (ROI), gross profit margin, and net profit ratio analysis. These indicators allow
business owners to identify trends, assess efficiency, and make timely adjustments (Horngren
et al., 2014). For MSMEs, such as Tara’s Promotional Bags, implementing profitability
strategies based on financial data ensures that every decision contributes directly to value
creation and sustainable business growth.

Conceptual Framework

Based on the literature, an accounting-based business plan consists of three
interconnected  pillars: (1) cost  analysis, (2)financial  projection, and (3) profitability
improvement strategy. Cost analysis provides the foundation for understanding operational
efficiency, financial projections forecast future performance, and profitability strategies
translate these insights into actionable business outcomes. Together, these components form
an integrated planning system that strengthens financial management and strategic decision-
making within MSMEs (Kusumawati & Rahman, 2022). This framework underpins the present
study, which applies accounting-based business planning to Tara’s Promotional Bags as a case
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model for improving financial literacy and business sustainability. By linking theoretical
accounting principles with practical MSME challenges, the research contributes to the ongoing
discourse on how small enterprises can adopt data-driven approaches to achieve competitive
and financial advantages in a rapidly changing business environment.

RESEARCH METHOD

This study employs a qualitative descriptive approach designed to develop an
accounting-based business plan for Tara’s Promotional Bags. The research focuses on
identifying cost structures, projecting financial statements, and formulating strategies to
improve profitability. This approach allows a comprehensive understanding of the enterprise’s
financial conditions and managerial practices through direct engagement with its operational
context. The research design emphasizes practical applicability rather than hypothesis testing,
aiming to produce recommendations that can be directly implemented by the business owner.
The research subjects consist of the owner and several employees of Tara’s Promotional Bags,
while the research site is located in Tanjung Morawa, North Sumatra, Indonesia. Data were
collected through in-depth interviews, documentation of financial records, and field
observations. These methods were chosen to capture both numerical data and contextual
insights regarding production costs, sales performance, and financial management behavior.
The researcher’s presence in the field served to ensure the accuracy of information and to
observe real-time financial practices, such as expense recording and pricing decisions. Data
were analyzed using a qualitative analysis technique, involving data reduction, presentation,
and interpretation to identify key financial issues and propose solutions. Cost data were
classified into fixed and variable components, while financial projections were developed
based on past records and market trends. The validity of the findings was maintained through
triangulation of data sources—interviews, documents, and observations—to ensure reliability
and credibility. The output of this research is a structured and practical business plan model
integrating accounting principles to enhance financial discipline and profitability for Tara’s
Promotional Bags.

RESULT AND DISCUSSION

The findings of this study reveal that Tara’s Promotional Bags, as a growing MSME
in the creative industry, faces several key challenges in financial management and business
planning. The enterprise had not previously implemented a structured cost analysis or
developed formal financial projections. As a result, production and pricing decisions were
made intuitively without clear financial justification. The absence of a systematic accounting
framework created difficulties in identifying profit margins, controlling costs, and forecasting
cash flows. These findings are consistent with Susanto and Meiryani (2020), who highlight that
many MSMEs in Indonesia still lack financial literacy and structured accounting systems,
resulting in limited decision-making accuracy.
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Cost Analysis and Financial Efficiency

Based on the cost analysis conducted, it was identified that production costs at Tara’s
Promotional Bags consisted mainly of direct materials (fabric, zippers, printing ink), direct
labor, and overhead costs such as electricity and equipment maintenance. By classifying costs
into fixed and variable components, the business gained better insight into its cost behavior and
break-even point. The analysis revealed that variable costs accounted for approximately 65%
of'total production costs, suggesting a strong dependency on raw material prices and production
volume. Through this approach, management can now determine an optimal production level
that minimizes average costs and maximizes efficiency, aligning with the cost management
principles proposed by Hansen and Mowen (2018).

Financial Projection and Performance Forecasting

The projection of financial statements comprising an income statement, balance sheet, and cash
flow forecast—demonstrated that profitability could be improved by adjusting pricing
strategies and enhancing cost control. Based on previous sales data and market trends, revenue
was projected to increase by 15-20% within the next fiscal year if cost efficiency measures and
targeted marketing strategies were implemented. The forecasted net profit margin also
indicated potential improvement from 12% to approximately 18%. These results suggest that
the integration of accounting-based projections enables the enterprise to monitor its financial
performance more accurately and make data-driven decisions, supporting the findings of
Weygandt, Kimmel, and Kieso (2020), who emphasize the importance of financial forecasting
for business sustainability.

RESULT AND DISCUSSION

ACCOUNTING-BASED BUSINESS PLAN DEVELOPMENT: COST
ANALYSIS, FINANCIAL STATEMENT PROJECTION, AND
PROFITABILITY IMPROVEMENT STRATEGIES FOR MSME

TARA’'S PROMOTIONAL BAGS

3 N 5 N 7 ~N
COST FINANCIAL PROFITABILITY
ANALYSIS l—> STATEMENT l— IMPROVEMENT
PROJECTION STRATEGIES
- l W, g i J l 7
e M s M s N
Breakdown of Projected income Cost reduction
fixad and statement, balance measures,
variable costs sheet, and cash revenue
flow statement enhancement tactics
2 W, \. S \ J

|
Figure 1. Result and Discussion
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Profitability Improvement Strategies

The proposed strategies for enhancing profitability include optimizing production scheduling,
strengthening inventory control, and implementing more accurate cost-based pricing. The
adoption of digital recordkeeping tools such as simple spreadsheet-based accounting templates
was also recommended to improve accuracy and reduce manual errors. Additionally, Tara’s
Promotional Bags can expand its customer base through online marketing and corporate
partnerships, which could enhance revenue streams while maintaining a lean cost structure.
These strategic initiatives align with Kotler and Keller’s (2016) argument that business
competitiveness can be achieved through value-driven strategies supported by sound financial
management.

Discussion and Theoretical Implications

The results indicate that the application of accounting-based business planning significantly
strengthens the financial decision-making capacity of MSMEs. It bridges the gap between
operational practices and financial accountability, fostering a culture of data-driven
management. The findings corroborate the theoretical framework of managerial accounting,
which emphasizes the role of cost information and financial forecasting in supporting strategic
decisions (Horngren, Sundem, & Stratton, 2014). Moreover, this study contributes to the
practical understanding that even small-scale enterprises can adopt accounting concepts in a
simplified manner to enhance profitability and sustainability.

In comparison to previous studies, this research provides empirical evidence from a real case
in the local Indonesian context, demonstrating that structured accounting planning not only
improves financial control but also fosters long-term business growth. The approach taken
in Tara’s Promotional Bags reflects the adaptive capacity of MSMEs to internalize accounting
principles into daily operations, thus confirming the perspective of Kusumawati and Rahman
(2022), who argued that accounting-based planning is a key determinant of MSME
competitiveness. Overall, the integration of accounting principles into business planning
for Tara’s Promotional Bags has resulted in a clearer understanding of cost behavior, improved
accuracy of financial projections, and more strategic profitability planning. The case highlights
how accounting-based frameworks can transform traditional small business management into
a more professional, measurable, and sustainable enterprise model—one that can serve as a
replicable reference for other MSMEs aiming to strengthen their financial resilience.

CONCLUSION

This research concludes that the implementation of an accounting-based business
plan provides significant benefits for improving the financial management and profitability of
MSMEs, as demonstrated in the case of Tara’s Promotional Bags. Through structured cost
analysis, the enterprise was able to identify its fixed and variable costs more accurately, leading
to better cost control and efficiency. The financial projections developed in this study enabled
the business to anticipate future revenue, expenses, and cash flow trends, thus supporting more
informed and strategic decision-making. Furthermore, the incorporation of profitability
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enhancement strategies including cost optimization, pricing adjustment, and digital financial
management has proven effective in strengthening the enterprise’s competitiveness and
sustainability.

Practically, this study emphasizes that MSMEs can enhance their performance by
integrating accounting tools into business planning. The use of simple cost-tracking systems,
regular financial projections, and profit ratio monitoring can serve as essential instruments for
business owners to evaluate their operations. For Tara’s Promotional Bags, the accounting-
based plan acts as both a managerial guide and a financial control system, providing clarity in
budgeting, production decisions, and growth strategies. The findings encourage MSMEs to
adopt a more data-driven management culture, which supports transparency, accountability,
and long-term profitability.

Despite its contributions, this research has several limitations. The study focused on
a single case Tara’s Promotional Bags which limits the generalizability of the findings to other
business sectors. The research also relied on qualitative data gathered through interviews and
observations, which may introduce subjectivity in interpretation. Additionally, the study did
not incorporate quantitative validation, such as statistical testing or financial ratio
benchmarking across multiple MSMEs. Time constraints and limited access to complete
financial records also restricted the depth of financial analysis that could be performed.

Future research should expand the scope by involving a larger sample of MSMEs across
different industries to enable comparative analysis of accounting-based business planning
effectiveness. Incorporating quantitative methods, such as regression analysis or financial ratio
modeling, could strengthen the empirical validity of the findings. Researchers are also
encouraged to explore the integration of digital accounting systems and mobile-based financial
applications, which may further enhance the practicality of business planning for MSMEs in
the digital era. In addition, longitudinal studies could be conducted to assess the long-term
impact of accounting-based planning on business performance, profitability, and sustainability.
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