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ABSTRACT

Aims: Effective communication is crucial in the delivery of the company's financial reports, to ensure
that the reports produced can meet their objectives as receivers of financial information. This study
aimed to empirically investigate the determinants that affect the effectiveness of corporate financial
reporting.

Study design: The research method employed in this study is descriptive quantitative research.

Place and Duration of Study: The study was conducted at Perseroan Terbatas Megah Sembada
Industri (PT. MSI), a prominent nonwoven manufacturer specializing in disposable products and
healthcare items in Indonesia.

Methodology: Data collection techniques was collected by observation, interviews, documentation,
and distributing questionnaires.

Results: The results showed that the application of Berlo's SMCR (Source, Message, Channel, and
Receiver) model in accounting information communication at PT MSI provides positive results in
creating an effective work environment and producing quality financial reports.

Conclusion: This study confirmed that PT. MSI is able to report on time and accurately every month
according to the actual data. The implication of this finding can be a foundation for other companies in
improving their accounting information communication process to achieve better goals.
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1. INTRODUCTION

Ineffective financial report is a common problem in many organizations and businesses [1]. Although
financial reports aim to satisfactorily communicate important information to stakeholders [2], various
factors can hinder effective communication. These factors include differences in education and job
criteria, insufficient financial literacy, supervisor attitudes, limited resources, and recipients' ignorance
of financial terms [3]. These challenges can lead to confusion and misinterpretation of financial
information, underscoring the need for organizations to address these issues. It is to ensure accurate
and understandable financial reports that foster trust and informed decision-making.

The financial report is the final result of the accounting process that is used as information by investors,
potential investors, management, creditors, regulators, and other users to make decisions [4,5].
Financial reports also have a function as an instrument to measure company performance. It provides
information about the entity's financial position, assets, liabilities, equity, revenues and expenses
including gains and losses, contributions and distributions to owners in their capacity as owners, and
cash flows. The reports will be useful to a wide range of users in making economic decisions. Financial
reports also show the results of management's accountability for the use of resources entrusted to
them. Financial reports are a medium of communication between management (internal company) and
parties outside the company [6].




The desire to present financial reports on time is often faced with various obstacles. Among them,
external commitments of the company that divert attention from key tasks lead to report delays. In
addition, inadequate computer literacy was also an obstacle in completing financial reports and utilizing
the accounting system effectively. These obstacles resulted in inaccuracies and confusion during data
entry. In addition, delays exacerbate the backlog of tasks during book-closing procedures, in addition
to problems such as corrections made to journals by the head of the accounting division and
inaccuracies in the recording of transaction journals due to incomplete evidence. The lack of controlled
and organized inventory management further exacerbates these challenges, resulting in discrepancies
during stock-taking, especially when dealing with sizable inventory values. Addressing these issues
underscores the importance of fostering efficient communication between company leaders and
relevant departments to improve the accuracy and timeliness of the financial reporting process.

In addition, delays in submitting financial reports can cause information to become outdated, lose its
relevance, and reduce its capacity to influence decision-making. Given these challenges, this study
adopts Berlo's SMCR (Sender, Message, Channel, and Receiver) communication model to examine
the financial reporting landscape. Thus, the main objective of this study wasto assess the effectiveness
of communicating financial reporting information to users at PT Megah Sembada Industry (PT.MSI).

2. MATERIAL AND METHODS

The research method employed in this study was descriptive quantitative research. The study was
conducted at PT MSI a prominent nonwoven manufacturer specializing in disposable products and
healthcare items in Indonesia. The company's physical location is at JI. Palm Manis Il No.68, Jati
Uwung District, Tangerang Regency, Banten Province. The respondents of this research are the
Manager of the Finance and Accounting / Finance Division and all employees of PT MSI, totaling 87
employees.
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Figure 1. The respondents characteristics, Age range (a), Gender (b).

Figure 1 (a) provides an overview of the age distribution of respondents in the sample. Respondents
were distributed as follows: 25-35 years (31%), 36-45 years (40.2%), 46-55 years (23%), and over 55



years (5.7%). Figure 2 (b) also provides information about the respondents which consisted of 38
respondents (43.7%) were males, and 49 respondents (56.3%) were females. The respondent in this
study are all employees in the department, totaling 87 persons.

In analyzing the data, this research used Berlo's SMCR (Sender, Message, Channel, and Receiver)
theory. The SMCR model, developed by David Berlo in 1960, outlines the key elements of
communication. The model emphasizes the benefits of developing concise, audience-specific
messages and picking the best channels for communication to increase effectiveness. It has drawn
criticism, nevertheless, for undervaluing contextual and outside effects and oversimplifying the
communication process. Despite its drawbacks, the model is a preferred option for studying
communication dynamics due to its accessibility and simplicity. The accessibility, usability, and
adaptability of Berlo's SMCR were taken into account in preference to alternative models, despite the
fact that its applicability is context-dependent and might not fully represent the complexity of all
communication circumstances.

This research examines the communication model because one of the advantages of Berlo's model
that it is not limited to public communication or mass communication, but also interpersonal
communication and various forms of written communication. The communication model of Berlo is
shown in Table 1.

Table 1. The Communication Model of Berlo’'s SCMR Theory

Source Message Channel Receiver
Communication Skills Elements Seeing Communications Skills
Attitudes Structure Hearing Attitudes

Knowledge Treatment Touching Knowledge

Social System Content Smelling Social System

Culture Code Tasting Culture

Data collection was performed using interviews and questionnaires, enabling the researchers to gather
relevant information from the respondents. Subsequently, the data analysis was conducted using
scales and methods involving Ordinal scales to assess and interpret the responses obtained from the
questionnaires. The use of ordinal scales involves categories like "Strongly Agree,"” "Agree,"
"Disagree," and "Strongly Disagree," and each associated with a numerical score ranging from 4 to 1.
Then, the data were analyzed using descriptive statistical techniques which included mean, median,
mode, standard deviation, variance, range, minimum and maximum.
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Figure 2. The ordinal scale for research questionnaire

3. RESULTS AND DISCUSSION

3.1 Result



This research presented the key findings from the research conducted at PT Megah Sembada Industry
(MSI), focusing on communication dynamics using Berlo's SMCR (Sender, Message, Channel, and
Receiver) theory as the analytical framework The result of this research is obtained from the
respondents through the implementation of a questionnaire and the use of an Ordinal scale for data
analysis.

Table 2. The Descriptive Statistics of Berlo's SMCR Variables

Descriptive Statistic  Source Message Channel Receiver
Mean 34.06 34.03 33.89 33.91
Median 31.00 31.00 32.00 32.00
Mode 30.00 30.00 30.00 30.00
Standard Deviation 4.21 4.23 4.068 4.08
Variance 17.70 17.87 16.55 16.64
Range 10.00 10.00 10.00 10.00
Minimum 30.00 30.00 30.00 30.00
Maximum 40.00 40.00 40.00 40.00

Based on the data in Table 2 it is known that Source variable gets a mean value of 34.06 with a
median of 31.00 for the standard deviation is 4.21 and a variance value of 17.71 which has a data
range of 10.00 with a minimum data value of 30.00 and a maximum of 40.00. The Message variable
gets a mean value of 34.03 with a median of 31.00, for the std deviation is 4.23 and a variance value of
17.87 which has a data range of 10.00 with a minimum data value of 30.00 and a maximum of 40.00.
The Channel variable gets a mean value of 33.89 with a median of 32.00, for the std deviation is 4.07
and a variance value of 16.55 which has a data range of 10 with a minimum data value of 30.00 and a
maximum of 40.00. While the Receiver variable gets a mean value of 33.91 with a median of 32.00, for
the std deviation is 4.08 and a variance value of 16.64 which has a data range of 10.00 with a
minimum data value of 30.00 and a maximum of 40.00. Overall, the findings from Table 1 indicate
relatively consistent and balanced communication patterns for Source, Message, Channel, and
Receiver within PT Megah Sembada Industry.

3.1.1 Source

Table 3. The questionnaires result on participants' perceptions of the source component

Strongl Agree Disagree Strongl
Dimension Indicator aly Ag g gly

agree Disagree
Communication  Source credibility 35,6% 64,4% 0% 0%
Skill Equality of source and recipient ~ 48,3% 51,7% 0% 0%
Attitude Source credibility 37,9% 62,1% 0% 0%
Equality of source and recipient ~ 37,9% 62,1% 0% 0%
Knowledge Sourc_e credibility N 43,7% 56,3% 0% 0%
Equality of source and recipient ~ 40,2% 59,8% 0% 0%
Social System Source credibility 36,8% 63,2% 0% 0%
Equality of source and recipient ~ 40,2% 59,8% 0% 0%
Culture Sourc_e credibility . 43,7% 56,3% 0% 0%
Equality of source and recipient ~ 41,4% 58,6% 0% 0%

Table 3 shows that the source component of Berlo's communication model has indeed been applied at
PT. MSI, it can be seen from the answers of all respondents 100% answered the option Agree or
Strongly Agree, while those who answered Disagree or Strongly Disagree were 0. To strengthen the
results of the questionnaire distribution, in this study interviews were conducted related to source
component.



Based on the results of interviews with Mr. HJ as Director of Finance, the conclusion can be drawn that
in preparing financial statements and their components, qualified expertise and experience in the
financial field are required. A relevant level of education which is deemed relevant and crucial for
effectively preparing financial statements, is also the most important factor in preparing effective
financial statements. In addition, it is important to achieve equal understanding and synergy between
the source of information and the recipient of information so that the process of preparing financial
statements runs well. Honesty is the main attitude that must exist in all individuals involved in finance.
In a company, the finance department is very important because the success of the company depends
on its financial factors. In making good and effective financial reports, equal knowledge of company
finances must exist from superiors to subordinates. Good cooperation between superiors and
subordinates in preparing financial reports is an important key. Cultural, religious, or belief factors do
not really affect communication in preparing financial reports. The most important thing is synergy and
cooperation between coworkers and superiors and subordinates to achieve accurate and effective
financial reports.

3.1.2 Message

Table 4. The questionnaires result on participants' perceptions of the message component

Dimension Indicator i;rrc;ggly Agree Disagree gf;%g?éi
Elements Conter_1t . 35,6 % 64,4% 0 0
Organization or Structure 46% 54% 0 0
Structure Conter_1t . 37,9% 62,1% 0 0
Organization or Structure 37,9% 62,1% 0 0
Treatment Code 43,7% 56,3% 0 0
Treatment 40,2% 59,8% 0 0
Content Code 36,8% 63,2% 0 0
Treatment 40,2% 59,8% 0 0
Code Treatment 43,7% 56,3% 0 0
Message Elements 41,4% 58,6% 0 0

Table 4 indicates that the message component in Berlo's communication model has been
effectively applied and understood by all employees. This is supported by the fact that 100%
of respondents either agreed or strongly agreed, with none expressing disagreement or
strong disagreement. In addition, based on the results of interviews with Mr. Handjoyo (HD),
the main resource person from the Finance Department, it is stated that in the preparation of
the company's financial statements, effective and collaborative communication between the
finance department and superiors is very important. Key factors include relevant financial
materials and management policies, accuracy, and thoroughness in the preparation process.
Independence in solving problems and good communication with supervisors are key to the
success of good and accountable financial reports. Appreciation and respect from superiors
are also an encouragement for the finance department to perform better.

3.1.3 Channel

Table 5. The questionnaires result on participants' perceptions of the channel component

Dimension Indicator Strongly Agree Disagree SFroneg
agree Disagree
Seeing Influence of the senses 35,6% 64,4% 0 0
Opportunity for feedback 48,3% 51,7% 0 0
Hearing Sense influence 37,9% 62,1% 0 0
Opportunity for feedback 37,9% 62,1% 0 0
Thouching Amount of receiver control 43,7% 56,3% 0 0
Type of message code 40,2% 59,8% 0 0



Smelling Number of receiver controls 36,8% 63,2% 0 0
Type of message code 40,2% 59,8% 0 0
Tasting Power of multiplication 43, 7% 56,3% 0 0
Message preservation 41,4% 58,6% 0 0

Table 5 shows that the communication model of Berlo's channel component has been applied and
understood by the employees of PT. MSI, as evidenced by 100% of respondents who answered Agree
or Strongly Agree, and no one who answered Disagree or Strongly Disagree. In addition, based on an
interview with Mr. HD from the Finance Department, it is confirmed that the use of computers in
financial reports requires the senses to function optimally, especially the observation of numbers.
Listening to superiors' instructions is important to avoid miscommunication. Openness to obstacles and
problems and flexible communication help quick solutions. The importance of collaboration,
communication and flexibility in facing financial reporting challenges.

3.1.4 Receiver

Table 6. The questionnaires result on participants' perceptions of the channel component

Dimension Indicator Strongly Agree Disagree S'Frongly
agree Disagree
Communication ~ Audience Analysis 39,1% 60,9% 0 0
Skills Network Analysis 26,4% 73,6% 0 0
) Audience Analysis 35,6% 64,4% 0 0
Attitudes Network Analysis 40,2% 59,8% 0 0
Audience Analysis 42.5% 57,5% 0 0
Knowledge Network Analysis 44.8% 552% 0 0
] Audience Analysis 47,1% 52,9% 0 0
Social System Network Analysis 32,3% 67,8% 0 0
Audience Analysis 40,2% 59,8% 0 0
Culture Network Analysis 42,5% 57,5% 0 0

Table 5 shows that the communication of the receiver component has been implemented and
understood by the employees of PT MSI. This is evidenced by 100% of respondents who answered
Agree or Strongly Agree, and no one who answered Disagree or Strongly Disagree. Based on the
interview with Mr. Hendra Jaya (HJ), Director of Finance, some important conclusions can be drawn. In
the preparation of the company's financial statements, the main objective is to create accurate and
accountable reports, which requires an understanding of the necessary steps. Good communication
with superiors and subordinates is an important factor in this process, as it enables the exchange of
information vital in the preparation of financial statements. In addition, awareness of the character and
knowledge of superiors and subordinates is key; this understanding facilitates effective interaction and
speeds up the completion of the financial statement process without compromising on quality. Overall,
the interviews emphasized the importance of communication, individual understanding, and efficiency
in achieving the goal of preparing quality financial statements.

3.2 Discussion

The study's findings at PT MSI offer significant new understandings into how Berlo's SMCR model is
used to analyze communication dynamics. When looking at the Source component, the study
highlights how essential it is to have honesty, financial knowledge, and expertise in the industry to
prepare financial statements. It is clear that this research aligns with Berlo's communication theory
when the three elements of authoritativeness, trustworthiness, and dynamism are identified as
impacting source credibility. A crucial element of efficient financial statement preparation is making
sure that information sources and recipients have an equal understanding of each other and work
together effectively. Moving on to the Message element, the research emphasizes the value of
financial data and management policy information while promoting equality and self-determined issue
solving.



The study supports Berlo's thesis by describing messages as being effectively communicated through
verbal and non-verbal ways and being entertaining, instructive, instructional, and compelling.
Investigating the Channel component of the investigation, it is found that PT. MSI exclusively relies on
computer-based financial reporting, with exact sensory functioning and especially rigorous visual
scrutiny. According to Berlo's communication theory, the study acknowledges that communication
channels are essential for the transmission of information, with computer infrastructure and accounting
software playing significant roles. The research emphasizes the value of accurate financial reporting,
effective communication, and knowing the recipient's personality and level of knowledge to speed up
the financial statement production process when it comes to the Receiver component. The results
essentially confirm that Berlo's SMCR model may be used to improve financial performance by
enabling communication dynamics at PT MSI.

3.2.1 Source

According to the research findings, the preparation process for financial statements at PT. MSI
necessitates several key components, including the individual's integrity, proficiency, and qualified
experience in the financial field. It is also stated that the relevant level of educationthat is deemed
relevant and crucial for effectively preparing financial statements is the most important factor needed in
the preparation of these financial report. In order to prepare these financial reports to be effective, it is
also necessary to have an equal understanding or synergy between the source/provider of information
and the recipient of the information. As indicated by [7], failure to implement this approach could
potentially hinder the financial statement preparation process. Based on the findings of this study, there
is conformity with Berlo's communication theory on the source element, which suggests that there are
3 factors that influence the credibility used by recipients in evaluating information sources, including; 1)
Authoritativeness. A source of information is considered reliable depending on the level of credibility,
notoriety and qualifications (reflected in titles and professions), intelligence, or level of expertise of the
source perceived by the recipient; 2) Trustworthiness, A source of information is declared reliable
depending on the safety, honesty, friendliness, pleasantness, and attractiveness of the source of
information perceived by the recipient; 3) Dynamism, A reliable source is how aggressive, strong, bold,
and energetic the source is perceived by the recipient.

3.2.2 Message

Based on the findings of the research results in the field, financial material or information related to the
management policy of PT MSI is an important factor in the process of preparing financial reports.
Besides, there should be no discrimination of positions in this case and focus on the core of preparing
good and accountable financial reports. Nonetheless, if the problems occur in the preparation of
financial reports, they must be resolved independently first. The accuracy factor is also needed to
produce good and accurate financial reports so that those who receive this information (superiors) feel
happy to see the results of these financial reports and appreciate the results of good and responsible
work. In addition, there is conformity with Berlo's communication theory on this message element
which suggests that in general, message (message, content, information) is defined as the content of
communication that has value and is conveyed by someone (communicator) [8]. Therefore, it can be
said that the process of communicating accounting information to users using Berlo's SMCR Method is
very effective at PT. MSI. Messages are entertaining, informative, educational, and persuasive.
Messages can be conveyed either by verbal and/or non-verbal means, which can be done face-to-face
or through communication media [9]-[10].

3.2.3 Channel

Drawing from research findings in the field, the financial reporting process at PT. MSI is exclusively
computer-based. Accurate data and calculations necessitate the proper functioning of all five senses,
with particular emphasis on vigilant visual scrutiny for precision in numbers and calculations. Being a
good listener when the recipient of information (superiors) provides instructions or inputs in connection
with the preparation of the financial statements so that there is no miss communication. When
encountering an obstacle, good communication must be carried out, flexible, body gesture both smiles
and ways of speaking that must be really well organized, so that there is no tension with superiors, this
is solely so that any obstacles or problems encountered can immediately find a way out. From the



findings of the research results above, there is conformity with Berlo's communication theory on this
channel element which suggests that communication channels are a means of channeling information.
For example, computer facilities and accounting software (SAP) and W. Schramm also classify or
differentiate channels into 6 dimensions, namely sensory influence, opportunities for feedback, the
amount of recipient control, the type of message code, the strength of multiplication, and message
preservation.

3.2.4 Receiver

Based on the results of research findings in the field, in the process of preparing financial statements
PT MSI expects an accurate financial report result in accordance with the existing reality so that later it
can be accounted for, between the source of the message and the recipient of the message can
communicate well, because this is the most important main factor as an exchange of information in the
process of preparing financial statements. Of course, with good communication and better
understanding the character and level of knowledge or habits of the recipient of the message, it will
save more time and speed up the completion of the preparation of the company's financial statements.
From the findings of the research results above, there is conformity with Berlo's communication theory
on this element of the message receiver (receiver) which suggests that in general the definition of a
message receiver is a person who gets a message from a communicator through the media [11]. One
example is the financial manager. The factors that must be considered in analyzing the situation in this
communication element are: culture, knowledge, behavior patterns, and the social system or
environment in which they use the information [12].

4. CONCLUSION

The result of this research showed that the source component of Berlo's communication model such as
expertise, level of education, experience, equal understanding and good cooperation between
supervisors and fellow employees have indeed been applied at PT MSI. In addition, there is no position
discrimination in this company and every problem can always be discussed and resolved properly
because superiors always accept suggestions submitted by subordinates. Likewise, the company's
financial reports are always reviewed for correction so that the financial statements made are as
expected. All work activities at PT MSI use computer facilities and programs, and PT MSI's financial
statements are reported in a timely and accurate manner every month in accordance with existing
reality. This is because they communicate well with their superiors and subordinates and understand
each other's character and level of knowledge.
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