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Abstract

Small and Medium Enterprises (SMEs) increasingly face sustainability challenges due to growing
stakeholder expectations for environmental responsibility, corporate transparency, and
Environmental, Social, and Governance (ESG) performance. However, many SMEs continue to rely on
conventional accounting practices that inadequately capture environmental and sustainability-related
information, limiting their ability to implement Green Accounting and prepare ESG reports. This
community engagement program aimed to develop an integrated Accounting Information System
(AIS) that supports Green Accounting and ESG reporting to enhance SME sustainability. The program
employed a participatory approach consisting of preliminary assessment, capacity-building
workshops, technical training, participatory system development, continuous mentoring, and
monitoring and evaluation. The developed accounting information system integrates financial and
non-financial information, including environmental costs, ESG indicators, and sustainability
performance data, into a unified digital platform. The implementation improved participants'
understanding of Green Accounting and ESG principles, strengthened digital accounting
competencies, enhanced the systematic recording of environmental and sustainability information,
and increased organizational transparency for managerial decision-making. The integrated system also
enabled more effective sustainability reporting while supporting resource efficiency and long-term
business resilience. This program provides a practical and replicable model for integrating digital
accounting, Green Accounting, and ESG reporting within SMEs, thereby contributing to sustainable
business management and strengthening SME competitiveness in both domestic and international
markets.
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INTRODUCTION

Small and Medium Enterprises (SMEs) constitute the foundation of most national economies
by generating employment, stimulating innovation, and contributing substantially to economic
growth. According to the World Bank (2023), SMEs account for approximately 90% of businesses
worldwide and contribute more than half of global employment. In Indonesia, SMEs contribute over
60% of the national Gross Domestic Product (GDP) and absorb approximately 97% of the labor force
(OECD, 2023). Despite their significant economic contribution, many SMEs continue to face
challenges in maintaining long-term competitiveness due to increasing stakeholder expectations
regarding sustainability, environmental responsibility, and corporate transparency. Consequently,
integrating sustainability into business management has become a strategic necessity rather than
merely a regulatory obligation.

The concept of sustainable business has evolved beyond economic performance to
encompass environmental stewardship, social responsibility, and ethical governance. These
dimensions are commonly represented through the Environmental, Social, and Governance (ESG)
framework, which has become an internationally recognized benchmark for assessing
organizational sustainability. ESG implementation enables organizations to manage sustainability
risks, improve stakeholder relationships, strengthen corporate reputation, and enhance long-term
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financial performance (Gerged et al.,, 2024). Furthermore, investors, financial institutions,
consumers, and international supply chain partners increasingly require ESG-related information to
evaluate organizational sustainability and responsible business practices (IFAC, 2023).

Despite the growing importance of ESG, most SMEs encounter considerable barriers in
implementing ESG practices and preparing sustainability reports. Limited financial resources,
insufficient managerial expertise, lack of technological infrastructure, and inadequate sustainability
reporting knowledge remain major obstacles to ESG adoption among SMEs, particularly in
developing countries (OECD, 2023). Unlike large corporations that often have dedicated
sustainability departments and well-established reporting systems, SMEs generally rely on
conventional accounting practices focused primarily on financial reporting, resulting in limited
disclosure of environmental, social, and governance information (O'Reilly et al., 2025). As a result,
many sustainability initiatives undertaken by SMEs remain undocumented and cannot be
effectively communicated to external stakeholders.

Green Accounting has emerged as an important accounting approach that supports
sustainable business management by integrating environmental information into organizational
accounting systems. Green Accounting enables enterprises to identify, measure, record, and report
environmental costs associated with production activities, resource consumption, pollution
prevention, waste management, and environmental conservation (Burritt & Schaltegger, 2014). By
incorporating environmental costs into managerial decision-making, Green Accounting facilitates
resource efficiency, cost reduction, environmental risk management, and sustainable business
performance. Recent empirical studies have confirmed that Green Accounting positively influences
environmental performance, corporate sustainability, and organizational competitiveness,
particularly when supported by digital technologies (Huynh & Nguyen, 2024; Qian et al., 2018).
Alongside Green Accounting, ESG reporting has become an increasingly important mechanism for
communicating sustainability performance to stakeholders. ESG reports provide comprehensive
information regarding an organization's environmental initiatives, employee welfare, community
engagement, governance practices, and ethical business conduct. Nevertheless, SMEs often
experience difficulties preparing ESG reports because sustainability information is dispersed across
different operational activities and is not systematically integrated into existing accounting systems.

Recent developments in digital transformation offer significant opportunities to overcome
these challenges through the implementation of Digital Accounting Information Systems. Modern
Accounting Information Systems (AIS) have evolved from traditional bookkeeping applications into
integrated management information systems capable of processing both financial and non-financial
information. Digital AIS enables organizations to automate accounting processes, improve
information accuracy, facilitate real-time reporting, and support strategic decision-making
(Romney & Steinbart, 2021). More importantly, integrating Green Accounting and ESG reporting
into digital accounting systems allows organizations to capture environmental expenditures,
monitor sustainability indicators, generate ESG performance dashboards, and prepare
sustainability reports efficiently (Gerged et al., 2024).

Several recent studies emphasize the strategic role of digital accounting technologies in
advancing sustainability accounting. Moll and Yigitbasioglu (2019) argue that digital technologies
fundamentally reshape management accounting by improving data integration and supporting
evidence-based decision-making. Likewise, Deb et al. (2023) found that digital transformation
significantly enhances SMEs' innovation capability and sustainability performance. Furthermore,
Gerged et al. (2024) demonstrated that digital technologies have become essential enablers of
sustainability accounting, integrated reporting, and assurance practices. However, most previous
studies focus on large corporations or separately examine Green Accounting, ESG reporting, and
accounting information systems. Research and community engagement initiatives that integrate
these three components into a unified accounting information system specifically designed for
SMEs remain relatively scarce, particularly in developing countries.
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This gap highlights the need to develop an integrated Accounting Information System that
supports both Green Accounting and ESG reporting for SMEs. Such a system enables SMEs to
systematically collect, process, analyze, and report sustainability-related information while
simultaneously improving accounting quality and managerial decision-making. The integration of
environmental cost accounting, ESG performance indicators, and digital accounting technologies
provides SMEs with practical tools for measuring sustainability performance, enhancing operational
efficiency, strengthening stakeholder communication, and improving long-term business resilience.

Accordingly, this community engagement program aims to develop an integrated Accounting
Information System for Green Accounting and ESG reporting to enhance SME sustainability. The
program combines capacity building, technical training, participatory system development, and
mentoring activities to assist SMEs in implementing digital accounting technologies that support
environmental accounting, sustainability reporting, and ESG performance measurement. By
strengthening accounting capabilities through digital innovation, the program is expected to
improve sustainability governance, increase organizational transparency, facilitate ESG disclosure,
and enhance SMEs' competitiveness in both domestic and international markets.

The novelty of this community engagement program lies in the development of an integrated
digital Accounting Information System that simultaneously incorporates Green Accounting, ESG
reporting, and sustainability performance measurement into a practical framework specifically
designed for SMEs. Unlike most previous community engagement initiatives that emphasize
bookkeeping improvement or digital marketing, this program introduces a sustainability-oriented
accounting information system capable of generating both financial and non-financial information
required for strategic decision-making and sustainability reporting. The proposed framework offers
a scalable model that can be replicated by other SMEs seeking to accelerate sustainable
transformation through digital accounting innovation.

METHODS

The preliminary assessment was conducted through observations, interviews, and reviews of
existing accounting practices to identify the major challenges encountered by the SME in
implementing sustainability-oriented accounting. The assessment revealed two major problems
that hindered the enterprise from effectively managing environmental information and preparing
sustainability reports. Based on these findings, appropriate intervention strategies were developed,
as presented in Table 1.

Table 1. Problems Identified and Proposed Solutions
NO Problems Identified Proposed Solutions

1 Environmental information was not Develop and implement an Environmental
integrated into the existing accounting Management Accounting Information System
system. The SME relied on conventional (EMAIS) that integrates financial and environmental
bookkeeping that primarily recorded information, enabling systematic recording,
financial transactions, while monitoring, and analysis of environmental costs.
environmental costs such as energy
consumption, waste management, and
resource utilization were not

systematically identified or recorded.

2 Limited knowledge and practical Conduct capacity-building workshops and technical

implementation of Environmental training on Environmental Management
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Management Accounting (EMA). Accounting, including  environmental  cost

Participants had limited understanding of identification, environmental performance

environmental cost identification, measurement, and the application of

environmental performance environmental information in managerial decision-

measurement, and the utilization of making.

environmental accounting information

for managerial decision-making.

3 Limited utilization of digital accounting Develop digital accounting capabilities through
technology to support sustainability participatory system development, practical
management. Existing accounting training, and continuous mentoring to enable
practices did not provide integrated effective utilization of EMAIS for sustainability
information required for monitoring management and strategic decision-making.

environmental performance, evaluating

resource efficiency, and supporting

sustainable business planning.

Table 1 indicates that the identified problems were closely interconnected. The absence of
integrated environmental information limited the implementation of Environmental Management
Accounting, while inadequate digital capabilities reduced the effectiveness of sustainability
management. Therefore, the community engagement program combined system development
with capacity building to ensure that participants were able to implement Environmental
Management Accounting Information Systems effectively in their daily business operations.

RESULTS AND DISCUSSION

The community engagement program was conducted to assist the SME in developing an
integrated Accounting Information System (AIS) that supports Green Accounting implementation
and ESG reporting. The program combined technical training, participatory system development,
and continuous mentoring to strengthen sustainability-oriented accounting practices. Through
collaborative implementation, the SME successfully improved its accounting processes by
integrating financial and sustainability information into a unified digital platform. The overall
implementation results are summarized in Table 2.

Table 2.Results of the Community Engagement Program

Problem Solution Implemented Implementation Result Archieved
Activities

The existing Development and Assessment of existing Environmental costs

Accounting implementation of an accounting practices; and financial

Information System integrated Accounting system requirement transactions were

was limited to Information System analysis; system design; systematically

conventional development of Green integrated into one
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financial  recording incorporating Green Accounting modules; accounting system.
and did not support Accounting. training  on digital Participants improved
Green Accounting accounting; technical their ability to identify,
implementation. mentoring during system record, and analyze
implementation. environmental  costs,

resulting  in more

accurate accounting

information and

improved  managerial

decision-making.

The enterprise had Development of ESG Identification of ESG ESG information was
not implemented an reporting modules indicators; development systematically

integrated ESG integrated into the of ESG reporting documented and
reporting system, Accounting Information features; ESG training; integrated into the
resulting in  System. sustainability reporting accounting system. The
fragmented workshops; mentoring enterprise improved its

sustainability

on ESG data collection

capability to monitor

information. and report preparation.  sustainability
performance, prepare
ESG reports, and
communicate
sustainability
achievements to

stakeholders.

Table 2 demonstrates that the implementation of an integrated Accounting Information
System effectively addressed both major challenges identified during the preliminary assessment.
Rather than merely digitalizing bookkeeping activities, the system transformed accounting into a
strategic management tool by integrating financial information with environmental and
sustainability performance indicators. This integration strengthened organizational transparency,
improved information quality, and enhanced the enterprise's readiness to implement sustainable
business practices.

1. Development of an Accounting Information System for Green Accounting

The first intervention focused on developing an Accounting Information System
capable of supporting Green Accounting implementation. Initial observations indicated
that the SME relied on conventional bookkeeping practices that recorded only financial
transactions, while environmental expenditures associated with production activities,
resource consumption, packaging materials, and waste management were not
systematically documented.
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The implementation began with a comprehensive assessment of existing accounting
procedures to identify information requirements and operational workflows. Based on
the assessment findings, the university team collaboratively designed an integrated
Accounting Information System tailored to the operational characteristics of the SME. The
system was structured to capture both financial transactions and environmental cost
information within a unified accounting database.

Training sessions introduced participants to Green Accounting concepts,
environmental cost identification, and digital accounting procedures. Participants were
guided in classifying environmental expenditures, recording resource utilization, and
documenting waste management costs using the newly developed accounting system.
Continuous technical mentoring ensured that the system could be implemented
effectively in routine business operations while addressing practical challenges
encountered during adoption.

The implementation significantly improved the quality of accounting information by
integrating environmental cost data with financial records. Participants became more
capable of monitoring resource utilization, identifying environmental expenditures, and
utilizing accounting information for operational planning and cost control. The availability
of comprehensive accounting information also strengthened managerial decision-making
by providing more reliable evidence for evaluating both financial performance and
environmental efficiency.

2. Integration of ESG Reporting into the Accounting Information System

The second intervention emphasized integrating ESG reporting into the Accounting
Information System to improve sustainability performance measurement and
organizational transparency. Before the program, sustainability-related information was
dispersed across various operational activities and was not systematically documented,
making ESG reporting difficult.

The implementation began with introducing ESG principles and identifying
environmental, social, and governance activities already undertaken by the enterprise.
Together with the SME, the implementation team developed relevant ESG indicators
covering environmental management practices, employee welfare, community
engagement, ethical business conduct, and governance practices. These indicators were
subsequently incorporated into the Accounting Information System to facilitate
continuous monitoring and reporting.

Hands-on workshops and mentoring sessions enabled participants to collect ESG-
related information, classify sustainability data, and generate simple ESG reports directly
from the accounting system. The integration of ESG modules reduced data fragmentation
and improved consistency in sustainability documentation. Participants also gained
practical experience in utilizing ESG information to communicate sustainability initiatives
to customers, business partners, financial institutions, and other stakeholders.

The integration of ESG reporting into the Accounting Information System
strengthened organizational transparency and accountability while supporting evidence-
based sustainability management. The enterprise became better prepared to respond to
increasing stakeholder expectations regarding responsible business practices and
sustainability disclosure. Furthermore, integrating ESG information with financial
accounting enhanced the organization's ability to evaluate sustainability performance
comprehensively and to formulate long-term business strategies aligned with sustainable
development principles.

Overall, the community engagement program demonstrates that developing an
integrated Accounting Information System capable of supporting both Green Accounting
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and ESG reporting provides significant benefits for SMEs. The integration of financial and
non-financial information improved accounting quality, strengthened sustainability
governance, enhanced organizational transparency, and supported strategic managerial
decision-making. Beyond addressing the immediate needs of the partner enterprise, the
developed framework offers a practical and replicable model that can assist other SMEs
in accelerating digital transformation while improving sustainability performance and
long-term business resilience.

The preparation of financial statements based on SAK UMKM (Indonesian Financial
Accounting Standards for Micro, Small, and Medium Enterprises) provides a systematic
framework that ensures transparency and accountability in reporting. By following these
standards, businesses can present financial information that is consistent, comparable,
and aligned with national accounting principles. This structured approach not only
simplifies the reporting process for MSMEs NUTSAFIR Cookies Mataram Lombok but also
enhances the reliability of the data, making it easier for stakeholders to evaluate the
company’s performance and financial position.

Implementing SAK UMKM in financial reporting’s NUTSAFIR Cookies Mataram
Lombok plays a crucial role in strengthening investor confidence. Investors are more likely
to trust businesses that demonstrate compliance with recognized accounting standards,
as it reduces the risk of misinformation and financial irregularities. Clear and standardized
financial statements allow investors to make informed decisions, fostering long-term
partnerships and potential capital growth. So far, the preparation of financial reports by
NUTSAFIR Cookies Mataram Lombok has been guided by the UMKM SAK. Ultimately,
adherence to SAK UMKM becomes a strategic tool for MSME’s NUTSAFIR Cookies
Mataram Lombok to build credibility, attract investment, and sustain business
development in a competitive market.

Maintaining consumer trust in a cookie business requires consistent quality and
transparency. Customers expect that every batch of cookies will meet the same standards
of taste, freshness, and safety. To achieve this, NUTSAFIR Cookies Mataram Lombok must
implement strict quality control, use reliable suppliers for ingredients, and ensure
hygienic production processes. Clear labeling of ingredients and adherence to food safety
regulations also reassure consumers that the products are safe and trustworthy.

Beyond product quality, building long-term trust involves strong communication
and customer engagement. Providing responsive customer service, addressing feedback
promptly, and being open about business practices foster a sense of reliability. Offering
loyalty programs, eco-friendly packaging, and community involvement further
strengthens the emotional connection with consumers. When NUTSAFIR Cookies
Mataram Lombok customer’s feel valued and confident in the brand’s integrity, they are
more likely to remain loyal and recommend the cookies to others, ensuring sustainable
growth for the business.

CONCLUSION

This international community engagement program successfully developed and
implemented an integrated Accounting Information System (AIS) that supports Green Accounting
and ESG reporting to enhance SME sustainability. The program effectively addressed two key
challenges identified during the preliminary assessment: the absence of an accounting information
system capable of integrating environmental information and the lack of a systematic ESG reporting
mechanism. Through a participatory approach involving technical training, system development,
continuous mentoring, and evaluation, the SME strengthened its accounting capabilities while
improving sustainability-oriented business management.

The implementation of the integrated AIS enabled the enterprise to systematically record
financial transactions alongside environmental costs, thereby supporting the practical application
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of Green Accounting. In addition, the integration of ESG indicators into the accounting system
facilitated the collection, monitoring, and reporting of sustainability information, resulting in
improved organizational transparency and greater readiness to communicate sustainability
performance to stakeholders. The availability of integrated financial and non-financial information
also enhanced evidence-based managerial decision-making and supported more effective
sustainability governance.

This community engagement initiative demonstrates that integrating Green Accounting and
ESG reporting into a digital Accounting Information System provides a practical approach for
strengthening SME sustainability. The developed framework offers a scalable and replicable model
that can be adopted by other SMEs seeking to improve accounting quality, sustainability reporting,
and long-term business resilience through digital transformation. Future community engagement
programs are recommended to expand the implementation of this integrated framework across
different SME sectors and evaluate its long-term impact on sustainability performance, ESG
disclosure quality, operational efficiency, and business competitiveness.
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