
Abstract. This research was conducted to examine the effect of  financial literacy and access to finance on the growth of  
micro-enterprises in Indonesia, with digital finance and the use of  digital technology as mediation. This study uses a 
quantitative method with Indonesian micro-enterprises as respondents. Sampling obtained a total of  178 respondents, 
which was carried out by distributing questionnaires to the large community of  MSEs: Jakpreneur and BRI 
Growprenuer. All data that has been collected is processed using the PLS-SEM method. The study results show that 
financial literacy and access to finance significantly influence the growth of  micro-enterprises in Indonesia. The 
mediating role of  digital finance and the usage of  digital technology also significantly mediate the relationship between 
access to finance and micro-enterprise growth.
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Introduction

The economic growth of  a country is 
supported by micro, small and medium-sized 
enterprises (SMEs), especially for developing 
countries, which have a more important role in 
p r o m o t i n g  e c o n o m i c  d e ve l o p m e n t 
(Bongomin et al., 2017). A similar situation is 
also happening with micro-scale e=ntreprise 
(MSE) in Indonesia. MSE plays a major role in 
Indonesian economic growth, contributing 
60.5% of  GDP and 96.9% of  the country's 
labour absorption (Limanseto, 2022). MSE 
have an important role in driving Indonesia's 
economy amidst the threat of  a recession in 
2023 (Rosana, 2022).

Despite its contribution to the development of  
the country's economy, according to the 
Ministry of  Cooperation and Small and 
Medium Enterprises (Kemenkop) of  the 
Republic of  Indonesia (2019), Indonesia has a 
high MSE failure rate, where an average of  
50%-60% of  MSE ceases its business in the 
first three years. (Rahadi, 2019). Robbani 
(2022) through the official website of  MSE 
Indonesia (ukmindonesia.id) discussed the 
factors that caused MSE failure and their tardy 
growth of  specifically in Indonesia, namely 
lack of  motivation to grow, inability to sell 
products, incapacity to carry out expansion, no 
product innovation, lack of  knowledge and 
understanding about how to develop a 
business, a lack of  understanding of  
marketing, and so on. Furthermore, Khan's 
study (2022) highlights in detail the main 
factors of  MSE's frequent failure, namely the 
presence of  economic constraints, corruption, 
and the management problems of  the MSE 
itself.

MSE management problems are fundamental 
factors that hinder business growth, i.e. related 
to financial management, lack of  capital and 
access to financial services, technological 
changes, a lack of  technological skills, and 
increased market competition (Yoshino, 2016; 
Beck et al., 2008). Furthermore, the benefit of  
MSE is also due to the presence of  an 
suboptimal capital structure due to reluctance 

of  external financing parties to provide loans 
or credit due to asymmetric information or low 
financial literacy of  the MSE perpetrator 
which makes the high risk of  failure to pay if  
credit is given (Hussain, et al., 2018). The lack 
or limited availability of  adequate financial 
information restricts creditors to adequately 
assess risk, prompting them to make adverse 
lending decisions (in order to reduce 
information asymmetry, creditors often seek 
favor and set higher charges (Hussain, et al., 
2018).

Therefore, to improve the quality of  financial 
information to assist in effective financial 
decision-making, it is necessary to improve 
f i n a n c i a l  l i t e r a c y  s o  t h a t  M S E 
owners/managers can prepare relevant and 
timely financial information so that lenders can 
analyze and make effective financial decisions.  
A similar point was made by Carbo-Valverde et 
al. (2016), where MSEs are generally 
characterized by poor financial and managerial 
knowledge and that affects their access to 
external finance. In addition, limited financial 
skills also have a negative impact on MSE's 
chances to survive, grow and innovate. 

On the other hand, the failure of  MSE is also 
due to low competitiveness and lack of  
technical skills of  the MSE managers due to 
poor literacy and adaptation of  information 
technology (Chouki et al., 2022). Especially in 
Indonesia, where currently only 20.5 million 
out of  a total of  65 million MSEs have entered 
the digital ecosystem. This fact shows that 
most MSE Indonesia have not fully adopted 
digital technology to enhance their competitive 
advantage and business growth (Tarigan, 
2023). 

As a driver of  the country's economy, the 
growth of  each Small and Medium-sized 
Enterprise (SME) is crucial. Putra's research 
(2017) suggests that in order to develop SMEs, 
important steps that need to be taken include 
improving access to productive assets, 
especially in terms of  capital, management, 
and technology. The second step is to enhance 
access to market information. 

Furthermore, training on knowledge, skills, 
and business partnerships is essential. At each 
stage of  development, SMEs require 
financing, training, and support to ultimately 
grow and become self-sustainable (De Mel et 
al., 2012).

Overall, small and medium-sized businesses in 
Indonesia are considered to have access to 
formal financial services and are digitally and 
financially literate. However, 30 million out of  
45 million micro-enterprise operators in 
Indonesia have yet to be reached by formal 
financial services (Damara, 2022). This is 
significant because micro-enterprises make up 
98.7% of  all SMEs in Indonesia and contribute 
37.35% to the Gross Domestic Product 
(GDP) in 2019 (Ministry of  Finance of  the 
Republic of  Indonesia, 2020). Additionally, 
micro-enterprises employ 89% of  Indonesia's 
workforce (Katadata, 2019).

In developing countries, access to finances 
plays as mediating role for upgrading SMEs' 
growth and success (Manzoor, Wei, & Sahito, 
2021),  Digital finance supports SMEs' 
accessibility toward financial services for 
leveraging their financial capabilities (Sanga & 
Aziakpono, 2024).  SMEs  with better financial 
accsss contributes more in providinging job in 
Sub Sahara African (Brixiová, et al, 2020).  
However, lack of  financial and digital literacy 
stand as barriers for SMEs to access the 
existing financial resources, so it reduces 
financial inclusion level in most emerging-
economic countries amd world wide (Klapper 
and Lusardi, 2020).
  
Therefore, to reduce the failure rate and 
optimize the potential of  micro-enterprises, 
there is a need to increase financial access, 
which positively affects the= survival and 
growth of  businesses (Hussain, et al., 2018). 
This relationship underscores the need to 
improve financial literacy and adapt the use of  
technology and digital financial services to 
minimize barriers in accessing external 
financing (Thathsarani & Jianguo, 2022). 

However, the question is whether increasing 
financial literacy among SMEs can reduce 
information asymmetry, allowing financial 
institutions to make better lending decisions. 
Furthermore, what is the relationship between 
financial access, financial literacy, and SME 
growth? Is there a significant relationship 
between SMEs' access to financial institutions 
and SME growth through digital financial 
services and technology usage in business? 
These are important policy questions that have 
not been explored in previous research.

The study examines the impact of  financial 
literacy on the growth of  small and medium-
sized enterprises (SMEs) in Indonesia. It 
measures knowledge, skills, attitude, and 
behavior, accessibility to finance, digital 
finance, and technology usage. The analysis is 
conducted from the perspective of  micro-
business owners or managers with a net worth 
of  no more than Rp50,000,000 and annual 
sales of  no more than Rp300,000,000. The 
findings are expected to contribute to learning 
and evaluation for SME operators, financial 
institutions, policymakers, and academics, 
particularly in Indonesia.

Literature Review
Access to Finance
Awareness,  ins ight ,  and ind iv idua ls ' 
understanding of  financial concepts. Financial 
literacy encompasses financial knowledge and 
an understanding of  resource management. 
(Shih & Ke, 2013).

Financial Literacy
Financial access is the ability of  individuals to 
obtain and access financial services, such as 
credit, deposits, payments, insurance, risk 
management, and other financial products 
(World Bank, 2017).

Digital Finance
Digital finance refers to financial services 
provided through mobi le  phones or 
computers with internet connectivity or cards 
linked to a reliable digital payment system 
(Manyika, et al., 2016). Digital finance 
encompasses new financial products, financial-
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related software, financial businesses, and new 
forms of  customer communication and 
interaction provided by FinTech companies or 
digital banks.

Usage of  Technology
Usage of  digital technology enables micro-
business operators to solve problems, 
communicate with employees and customers, 
or address other issues more efficiently. Using 
technology itself  requires technological 
competence or literacy, which involves 
knowledge of  digital data and content 
searching, filtering, and retrieval; interaction 
and  co l l abora t ion  re l a ted  to  d ig i t a l 
communication and cooperation with other 
organizational members and external 
networks; digital content creation, which 
pertains to the ability to develop and integrate 
digital content while respecting copyrights and 
licenses; security skills aimed at safeguarding 
devices, personal data, privacy, health, well-
being, and the environment; and problem-
solving skills designed to address technical 
issues and identify responses to technological 
challenges and digital competency gaps 
(Zahoor et al., 2022).

Hypothesis Development
Access to Finance and SME's Growth
Various business research have identified the 
most crucial factors in determining the 
sustainability and growth of  Small and 
Medium-sized Enterprises (SMEs). These 
factors are access to finance and financial 
management (OECD, 2016). According to 
Beck and Demirguc-Kunt (2006), SMEs in 
developing countries like Indonesia have 
financial access that enables them to invest 
profitably in expanding their businesses and 
acquiring the latest technology. This provides 
opportunities to enhance competitiveness, 
drive innovation, macroeconomic resilience, 
and GDP growth. Kevane and Wydick (2001) 
argue that SMEs can benefit from the 
provision of  credit, which can stimulate 
economic growth in the informal sector. This 
credit can be used to increase capital, creating 
new job opportunities and, in the long run, 
impacting income growth. 

Additionally, according to a study by the World 
Bank (2013), access to finance significantly 
contributes to improving the performance and 
growth of  companies in developing countries 
by facilitating market entry, reducing risks, 
introducing innovation, and entrepreneurial 
activities. Based on this argument, a hypothesis 
is developed:
H1: Access to finance significantly influences the growth 
of  micro-enterprises

Financial Literacy and Access to Finance
Financial literacy can be a crucial determinant 
of  financial access, where low levels of  
financial literacy can mitigate the availability of  
more complex financial products (such as 
insurance) because customers are unlikely to 
purchase products they do not ful ly 
understand (Cole and Fernando, 2008). De 
Mel et al. (2012) also argue that financial 
literacy, acquired through business skills, is a 
significant driver of  SME growth and a key 
determinant of  productivity. Financial literacy, 
defined as the ability to acquire information, 
manage it relevantly, process what is necessary 
to make decisions, and be aware of  the 
potential consequences, is vital for SMEs' 
access to financial services in developing 
countries. Therefore, researchers can conclude 
that financial literacy among SME owners and 
managers is essential to ensure SMEs grow 
from small and medium enterprises into larger 
businesses.
H2: Financial literacy significantly affects the access to 
finance of  micro-enterprises.

Financial Literacy and SME's Growth
The study by the World Bank (2013) asserts 
that financial literacy is an asset for managing 
financial resources and is a key factor in the 
growth of  SMEs, contributing to poverty 
reduction. The research suggests that SMEs 
run by entrepreneurs with high financial 
literacy tend to be more successful in the 
future. Another study by Lusardi and Tufano 
(2009) shows that an understanding of  
financial literacy is possessed by many 
managers and business owners. This was also 
found in the research conducted by Otieno et 
al. (2013), which states that financial literacy 

training conducted for the community in 
Kenya has a significant impact on the progress 
of  their businesses. Thus, good financial 
literacy can help improve the advancement of  
SMEs, promoting their profitability and 
expans ion.  Therefore,  the fo l lowing 
hypothesis is developed:
H3: Financial literacy significantly influences the 
growth of  micro-enterprises.

Digital Finance as Moderators Between Access to 
Finance and SME's Growth
Similar to SME entrepreneurs, there are several 
positive impacts of  using digital finance on 
access to finance (Ozili, 2018). Superior digital 
finance, when applied to low-income 
populations, including micro-enterprises, can 
enhance their access to basic financial services, 
leading to greater growth in SMEs. Ozili (2018) 
also found that the increasing prominence of  
digital finance services provided to the public 
and micro-entrepreneurs can improve access 
to financing for bank customers in rural areas 
and impoverished communities. Furthermore, 
easy-to-use digital finance platforms for 
business owners to conduct basic financial 
transactions can help inform their fellow 
business operators (both in the formal and 
informal sectors) to utilize the same digital 
f inancia l  ser vices,  encouraging more 
entrepreneurs to use digital finance, resulting 
in greater access to finance.
H4: Digital finance significantly mediates the 
relationship between access to finance and the growth of  
micro-enterprises.

Usage of  Technology as Moderators Between Access to 
Finance and SME's Growth
The role of  Information and Communication 
Technology (ICT) is considered crucial in 
enhancing the development of  SMEs in 
Indonesia. Indonesia has now entered the era 
of  Industry 4.0 (Lubis & Junaidi, 2016). The 
utilization of  technology-based services or the 
usage of  digital technology by SMEs for 
business support applications can facilitate 
their access to financial institutions and other 
e a s i l y  a c c e s s i b l e  f i n a n c i a l  s e r v i c e s 
(Papadopoulos et al., 2020). The usage of  
digital technology helps SMEs access external 
sources of  finance, thereby increasing their 
access to finance (Agyekum et al., 2022). 
Financial services offer the capital needed for 
SMEs, and the usage of  digital technology 
drives modernization and transformation of  
business models. Technology can not only 
meet business needs but also has inherent 
benefits for promoting a comprehensive 
combination of  financial institution access and 
growth (Agyekum et al., 2022).
H5: The usage of  digital technology significantly 
mediates the relationship between access to finance and 
the growth of  micro-enterprises.

Research Methodology 

The model in this research is based on a 
previous journal, specifically the one written by 
Bongomin et al. (2017) titled "The relationship 
between access to finance and growth of  
SMEs in developing economies," with the 
addition of  digital finance and the usage of  
technology as mediating variables. It is shown 
in Figure 1.

Figure 1. 
Research Model 
Source: Bongomin et al., (2017), Thathsarani & Janguo (2022), Zahoor et al., (2022)
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Research Methodology 

The model in this research is based on a 
previous journal, specifically the one written by 
Bongomin et al. (2017) titled "The relationship 
between access to finance and growth of  
SMEs in developing economies," with the 
addition of  digital finance and the usage of  
technology as mediating variables. It is shown 
in Figure 1.

Figure 1. 
Research Model 
Source: Bongomin et al., (2017), Thathsarani & Janguo (2022), Zahoor et al., (2022)
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This model also takes into account variable 
specifications inspired by the research of  
Thathsarani & Janguo (2022) and Zahoor et al. 
(2022). The research model are illustrated in 
Figure 1. 

Pr imar y  da ta  a re  co l l ec ted  through 
quest ionnaire.  In this  quest ionnaire, 
respondents were provided with a range of  
values on a scale from 1 to 5, where 1 
represents "strongly disagree," 2 represents 
"disagree," 3 represents "somewhat disagree," 
4 represents "somewhat agree," and 5 
represents "strongly agree.". The items in the 
questionnaire are depicted in Table 1.

Results and Discussion 

Validity and Reliability Analysis
All the variables used in the study have passed 
the validity and reliability test. For its validity, 
the KMO score has values > 0.7. 

While the Cronbach's Alpha is > 0.6. Table 2a 
& 2b shows yhe result of  the validity and 
reliability test as follow:

Table 1. 
Variables Operationalization

Indicators Items 
FL1 I have the ability to analyze the financial performance over a specific period.  
FL2 My business consistently creates financial reports for creditors. 
FL3 As a business owner, I have received training on proper bookkeeping. 
FL4 I purchase insurance for my business. 
FL5 I can calculate/estimate the cost of the loans my business receives.  
FL6 My business uses a savings account. 
FL7 I can create basic financial records for my business. 
FL8 I am aware of the creditor (lender) operations related to my business's financial 

needs. 
FL9 I am conscious of the costs and benefits of accessing credit. 
FL10 My business can accurately calculate the interest rates on my loans. 
FL11 I have the necessary skills to ensure my business's financial trends. 
FL12 I minimize loan defaults to reduce business risks. 
FL13 I have basic accounting skills/knowledge. 
AF1 Financial services offered by financial institutions improve my 'nutrition'.  
AF2 Financial services offered by banks enhance my access to household healthcare 

services. 
AF3 Financial services offered by banks enable me to pay school fees. 
AF4 The savings products offered by the bank are safe and suitable for me. 
AF5 The loans provided by the bank meet my needs. 
AF6 The terms and conditions of using the bank's loans are beneficial for me. 
AF7 The financial services provided by the bank are safe for me. 
AF8 The terms of using the credit provided by the bank are favorable for me.  
AF9 The administrative costs of opening an initial bank account are affordable. 
AF10 For me, the cost of traveling to the bank is affordable. 
UD1 In my work, I often use digital technology to contact others for my job. 
UD2 In my work, I often use digital technology to communicate with my employees.  
UD3 I frequently use digital technology in my daily work to ask questions. 
UD4 I often use digital technology in my daily work to answer questions. 
UD5 I often use digital technology in my daily work to send documents. 
UD6 I often use digital technology in my daily work to socialize for work.  
DF1 I often make electronic money transactions via mobile phone (HP).  
DF2 I frequently use digital cards for payments (transfers). 
DF3 I easily adapt to digital financial services. 
DF4 I feel assisted and satisfied with digital financial services. 
DF5 I am skilled at conducting transactions with digital financial services.  
DF6 Transactions with digital financial services are safe and reliable. 

 

Table 1. Continued

Indicators Items 
G1 Currently, my business requires a small number of employees. 
G2 I intend to increase the number of employees. 
G3 The increase in the number of employees has facilitated the growth of my 

business. 
G4 My business has experienced a doubling in sales growth this year. 
G5 Over time, my business has created more avenues for buying and selling. 
G6 My business's assets have increased this year compared to last year. 
G7 My long-term business assets have facilitated the growth of my business. 
G8 I intend to acquire (purchase) more assets for my business. 
G9 I expect an increase in my business's sales growth this year. 
G10 My business's sales increase every month. 
Source: Bongomin, et al., (2017), Zahoor et al., (2023), Thatsarani dan Jianguo (2022) 

 

Table 2a.
Reliability Test Results

Variable Cronbach’s Alpha Summary 
Financial Literacy 3.88 Reliable 
Access to Finance 3.94 Reliable 
Usage of Digital Technology 4.24 Reliable 
Digital Finance 4.13 Reliable 
Growth 4.13 Reliable 

 

Table 2b.
Validity Test Results

Variable KMO Score Summary 
Financial Literacy 0.870  Valid 
Access to Finance 0.873 Valid 
Usage of Digital Technology 0.803 Valid 
Digital Finance 0.814 Valid 
Growth 0.908 Valid 
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As shown on table 3, the descriptive test for all 
the variable yield in high categorical value for 
all the variable.

Hypothesis Testing
Data was processed using the Structural 
Equation Modeling method based on Partial 

Least Square (SEM-PLS) in SMARTPLS 
software. 

Table 4 shows the hypothesis testing result for 
the direct effect, while Table 5 shows the 
indirect effect.

Discussion
Table 5 and 6 resume some findings from this 
stydy which investigate Access to Finance (AF) 
and Growth pf  SME (G) with another variable 
as mediator: Financial Literacy (FL), Use of  
Digital Technplpgy (UD) and Digital Finance 
(DF). The relationship between the Access to 
Finance (AF) variable and Growth (G) shows a 
path coefficient of  0.181 with a t-value of  
2.851. 

Access to finance has a significant impact on 
the growth of  micro-enterprises. The higher 
the access to finance that micro-enterprises 
have, the greater the opportunity for them to 
expand and innovate. This is in line with the 
research by Bongomin et al. (2017), which 
suggests a positive and significant impact of  
financial literacy on the relationship between 
access to finance and the growth of  SMEs in 
developing countrie

Table 3.
Respondent Profile

Profile Category 
Busines Type Culinary (62.4%(, Fashion (30.9%), Aiutomotive (3.4%), 

Agribusiness (3.4%) 
 

Length of Business 
 
 
Location 
 
 
 
 
Owner’s education level 

1-5 years (78,7%)              More than 5 years (21.3%) 
 
Jakarta, Bogor, Depok, Tanggerang, Bekasi  (93.26%) 
Outside Jakarta, Bogor, Depok, Tanggerang, Bekasi (6.74%) 

 
Secondary school (4%) 
High School  (32.95%) 
Diploma  (12.5%) 
Bachelor (44.32%) 
Master (6.25%) 

  
 
Descriptive Analysis
Descriptive analysis involves the presentation 
of  data from questionnaires filled out by 178 
respondents. Researcher divides the scores into 
three categories: low (1.00 - 1.66), moderate 

(1.67 - 3.33), and high (3.34 - 5.00). The result 
of  the Descriptive Test is found in Table 4,  as 
follow: 

Table 4.
Descriptive Test Results

Variable Mean Summary 
Financial Literacy 3.88 High 
Access to Finance 3.94 High 
Usage of Digital Technology 4.24 High 
Digital Finance 4.13 High 
Growth 4.13 High 

 

Respondent Profile

Table 3 demonstrates profile among 178 
respondents which is varied from its business 

type, length of  business, geographic location 
and owner's education level.  

Table 6.
Indirect Effect Hypothesis Testing

Table 5.
Direct Effect Hypothesis Testing

Path Coefficient 
Original 

Sample (O) 
T-Statistics 

(|O/STDEV|) 
P Values Summary 

AF → G 0.181 2.851 0.005 Significant 

FL →  AF 0.605 7.905 0.000 Significant 

FL → G 0.188 2.980 0.003 Significant 

 

Path 
Coefficient 

Original 
Sample (O) 

T-Statistics 
(|O/STDEV|) 

P  Values Summary 

AF → UD → G 0.119 
 
 
 

2.254 0.024  Significant 

AF → DF → G 0.176 2.815 0.005 Significant 

 

The relationship between the Financial 
Literacy (FL) variable and Access to Finance 
(AF) shows a path coefficient of  0.605 with a t-
value of  7.905. Financial literacy significantly 
influences access to finance for micro-
enterprises. This aligns with the research by 
Hussain et al. (2018), which states that financial 
literacy serves as an interconnection source 
that mitigates information asymmetry and 
collateral deficit when evaluating loan 
applications.

The relationship between the Financial 
Literacy (FL) variable and growth (G) shows a 
path coefficient of  0.188 with a t-value of  
2.980. Financial literacy significantly affects the 
growth of  micro-enterprises. With financial 
literacy skills, micro-enterprises better 
understand the appropriate financial products 
for their business. This is consistent with the 
research by Hussain et al. (2018), which 
demonstrates a strong relationship between 
financial literacy and business owner and 
manager decision-making and business 
growth.
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In order to grow the firm size, financial literacy 
is not the only factor for MSE which some 
other factors influence it. Access to financial 
sources determines how fast MSEs can escalate 
their financial and production capacity 
(Sutomo, 2024). Access to finance provides 
micro-entreprise s the opportunity to increase 
working capital and investment allocation for 
productive assets. Access to finance as a 
mediating variable could facilitate micro-
entreprise;  f inancial  l i teracy. as their 
understanding of  financial management, to 
grow financial and business performance and 
resilience (Manzoor et al., 2021). Without 
financial literacy, micro-entreprise cannot 
serve financial records and other sipporting 
requirements for accessing external financial 
sources and grow to the next level of  
excellence ( Chowdhury., et al., 2022).

The relationship between the Access to 
Finance (AF) variable and Growth (G) through 
Digital Finance (DF) shows an indirect path 
coefficient of  0.176 with a t-value of  2.815. 
Digital finance significantly mediates the 
relationship between access to finance and the 
growth  of  micro-enterprises. This is in line 
with the research conducted by Thatsarani and 
Jianguo (2022), which found that financial 
access, digital finance, and technology 
significantly impact SME performance. Ozili's 
(2018) research also supports these findings, 
showing that the presence of  digital financial 
services has improved micro-enterprises' 
access to basic financial services, leading to 
greater growth in micro-enterprises.

The results of  the fifth hypothesis test indicate 
that the relationship between the Access to 
Finance (AF) variable and Growth (G) through 
the Usage of  Digital Technology (UD) shows 
an indirect path coefficient of  0.119 with a t-
value of  2.254. Usage of  digital technology 
significantly mediates the relationship between 
access to finance and the growth of  micro-
enterprises, as technology not only fulfills 
business needs but also has inherent benefits 
for driving a comprehensive combination of  
financial institution access. 

This is consistent with the research by Zahoor 
et al. (2023), which demonstrates that the use 
of  technology or digitalization in SMEs in the 
United Arab Emirates affects digital 
transformation, ultimately enhancing SME 
performance and growth.

According to mediating tole of  DU and DF. 
Some research support these findings. Most 
micro-entreprise have barriers to accessing 
funding from external parties, including in 
digital platforms. It is due to some factors like 
the traditional habits of  transactions, and 
digital illiteracy ., et al., 2019). (Bakashaba
Digital transformation is supposed to be a 
solution fit for micro-entreprise; to challenges 
in accessing financial resources (Agu, et al.m., 
2022).  Digital use in financial services, like 
mobile banking, mobile transactions, and 
online loan providers potentially leverages 
business growth for micro and small 
enterpr ises  (Fr impong et  a l , ,  2022) . 
Thathsarani, et al (2021) suggest that a firm's 
digital finance plays a role in establishing 
business financial capabilities as a contributor 
to a firm's growth, both profit and assets. In 
a d d i t i o n ,  d i g i t a l  f i n a n c e  b u i l d s 
creditworthiness by assessing digital financial 
records, transactions, and other financial 
activities. In addition, the use of  the digital 
platform and technology advancement 
interplay as a driver which enhances a firm's 
practical skill in financial services to provide 
finance access, so the growth of  SMEs is 
higher (Mohammed (2022).

Conclusion 

This research is a modification of  the research 
models presented by Bongomin et al. (2017), 
Thathsarani & Janguo (2022), and Zahoor et al. 
(2022), which focus on the influence of  
financial literacy, access to finance, digital 
finance, and the usage of  digital technology on 
the growth of  micro-category SMEs (MSEs). 
After collecting, processing, and analyzing data 
from 178 respondents, it has been determined 
that there are similarities in the hypothesis 
testing results with the reference studies by 
Bongomin et al. (2017), Thathsarani & Janguo 
(2022), and Zahoor et al. (2022).

From the research problem and objectives, the 
research findings can be summarized as 
follows:

1. There is a significant relationship between 
access to financial institutions and the 
growth of  micro-enterprises. Increasing 
access to finance by micro-enterprises can 
enhance their opportunities for expansion 
and innovation, enabling them to compete 
and survive in the market. Therefore, 
micro-enterprise managers should consider 
recapitalizing their businesses by accessing 
more financing from existing financial 
service providers such as banks and other 
financial institutions.

2. Financial literacy significantly influences 
access to finance for micro-enterprises. 
Micro-enterprise managers should 
consider participating in financial literacy 
training that allows them to acquire the 
knowledge and skills needed to make good 
financial decisions and choices in operating 
their businesses. Financial literacy is an 
essential skill before accessing financial 
services such as loans from banks.

3. Financial literacy has a significant impact on 
the growth of  micro-enterprises. Financial 
literacy helps micro-enterprises gain the 
knowledge, skills, and abilities to develop 
financial strategies for making financial 
decisions and choices. Financial literacy 
facilitates the expansion and innovation of  
micro-enterprises to enhance their 
profitability, productivity, and competitive 
advantage.

4. Digital finance significantly mediates the 
relationship between access to finance and 
the growth of  micro-enterprises. The use 
of  digital financial services is beneficial for 
accelerating financial services, facilitating 
easier financial transactions and reporting, 
reduc ing  the  burden  of  complex 
documentation processes, and providing 
micro-enterprises with access to basic 
financial services to obtain the necessary 
financing for business development and 
innovation.

5. The use of  digital technology significantly 
mediates the relationship between access to 
finance and the growth of  micro-

enterprises. The use of  digital technology 
by micro-enterprises can facilitate their 
access to financial institutions (access to 
finance). The usage of  digital technology 
helps micro-enterprises access external 
financial sources, thereby increasing their 
access to financial institutions. Therefore, 
the use of  digital technology significantly 
promotes micro-enterprises' access to 
financial institutions, ultimately supporting 
their growth.

6. Saved
 The model is limited to the variables 

mentioned above as an intregative model, 
without considering control variables and 
other moderating variables. The sample 
size is also limited with no specific 
geographical region. Further studies are 
suggested to examine more sample sizes 
and take more specific groups for sampling 
criteria. Another category might also be 
interesting to explore. Such as medium and 
small level and start-up enterprises.

Practical Implication
According to the research findings, some 
practical implications need to be highlighted. 
First, government and financial institutions 
urge to build an ecosystem among MSEs 
regarding financial and digital literacy as an 
integration mechanism for accelerating MSEs' 
access to financial resources. The government 
also has an important role in enhancing 
policies for improving financial access to 
MSEs. Second, microfinance and fintech 
agencies need to push a user-friendly financial 
platform with a reliable system as a tool to 
boost digital optimation in responding to 
technological advancement. Education and 
training programs must be delivered to gain 
more users utilized. Third, universities and 
other communities who are concerned about 
financial literacy may start to campaign for the 
ease of  digital use in digital finance to MSEs. So 
they trust and are willing to shift toward digital 
platforms.
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In order to grow the firm size, financial literacy 
is not the only factor for MSE which some 
other factors influence it. Access to financial 
sources determines how fast MSEs can escalate 
their financial and production capacity 
(Sutomo, 2024). Access to finance provides 
micro-entreprise s the opportunity to increase 
working capital and investment allocation for 
productive assets. Access to finance as a 
mediating variable could facilitate micro-
entreprise;  f inancial  l i teracy. as their 
understanding of  financial management, to 
grow financial and business performance and 
resilience (Manzoor et al., 2021). Without 
financial literacy, micro-entreprise cannot 
serve financial records and other sipporting 
requirements for accessing external financial 
sources and grow to the next level of  
excellence ( Chowdhury., et al., 2022).

The relationship between the Access to 
Finance (AF) variable and Growth (G) through 
Digital Finance (DF) shows an indirect path 
coefficient of  0.176 with a t-value of  2.815. 
Digital finance significantly mediates the 
relationship between access to finance and the 
growth  of  micro-enterprises. This is in line 
with the research conducted by Thatsarani and 
Jianguo (2022), which found that financial 
access, digital finance, and technology 
significantly impact SME performance. Ozili's 
(2018) research also supports these findings, 
showing that the presence of  digital financial 
services has improved micro-enterprises' 
access to basic financial services, leading to 
greater growth in micro-enterprises.

The results of  the fifth hypothesis test indicate 
that the relationship between the Access to 
Finance (AF) variable and Growth (G) through 
the Usage of  Digital Technology (UD) shows 
an indirect path coefficient of  0.119 with a t-
value of  2.254. Usage of  digital technology 
significantly mediates the relationship between 
access to finance and the growth of  micro-
enterprises, as technology not only fulfills 
business needs but also has inherent benefits 
for driving a comprehensive combination of  
financial institution access. 

This is consistent with the research by Zahoor 
et al. (2023), which demonstrates that the use 
of  technology or digitalization in SMEs in the 
United Arab Emirates affects digital 
transformation, ultimately enhancing SME 
performance and growth.

According to mediating tole of  DU and DF. 
Some research support these findings. Most 
micro-entreprise have barriers to accessing 
funding from external parties, including in 
digital platforms. It is due to some factors like 
the traditional habits of  transactions, and 
digital illiteracy ., et al., 2019). (Bakashaba
Digital transformation is supposed to be a 
solution fit for micro-entreprise; to challenges 
in accessing financial resources (Agu, et al.m., 
2022).  Digital use in financial services, like 
mobile banking, mobile transactions, and 
online loan providers potentially leverages 
business growth for micro and small 
enterpr ises  (Fr impong et  a l , ,  2022) . 
Thathsarani, et al (2021) suggest that a firm's 
digital finance plays a role in establishing 
business financial capabilities as a contributor 
to a firm's growth, both profit and assets. In 
a d d i t i o n ,  d i g i t a l  f i n a n c e  b u i l d s 
creditworthiness by assessing digital financial 
records, transactions, and other financial 
activities. In addition, the use of  the digital 
platform and technology advancement 
interplay as a driver which enhances a firm's 
practical skill in financial services to provide 
finance access, so the growth of  SMEs is 
higher (Mohammed (2022).

Conclusion 

This research is a modification of  the research 
models presented by Bongomin et al. (2017), 
Thathsarani & Janguo (2022), and Zahoor et al. 
(2022), which focus on the influence of  
financial literacy, access to finance, digital 
finance, and the usage of  digital technology on 
the growth of  micro-category SMEs (MSEs). 
After collecting, processing, and analyzing data 
from 178 respondents, it has been determined 
that there are similarities in the hypothesis 
testing results with the reference studies by 
Bongomin et al. (2017), Thathsarani & Janguo 
(2022), and Zahoor et al. (2022).

From the research problem and objectives, the 
research findings can be summarized as 
follows:

1. There is a significant relationship between 
access to financial institutions and the 
growth of  micro-enterprises. Increasing 
access to finance by micro-enterprises can 
enhance their opportunities for expansion 
and innovation, enabling them to compete 
and survive in the market. Therefore, 
micro-enterprise managers should consider 
recapitalizing their businesses by accessing 
more financing from existing financial 
service providers such as banks and other 
financial institutions.

2. Financial literacy significantly influences 
access to finance for micro-enterprises. 
Micro-enterprise managers should 
consider participating in financial literacy 
training that allows them to acquire the 
knowledge and skills needed to make good 
financial decisions and choices in operating 
their businesses. Financial literacy is an 
essential skill before accessing financial 
services such as loans from banks.

3. Financial literacy has a significant impact on 
the growth of  micro-enterprises. Financial 
literacy helps micro-enterprises gain the 
knowledge, skills, and abilities to develop 
financial strategies for making financial 
decisions and choices. Financial literacy 
facilitates the expansion and innovation of  
micro-enterprises to enhance their 
profitability, productivity, and competitive 
advantage.

4. Digital finance significantly mediates the 
relationship between access to finance and 
the growth of  micro-enterprises. The use 
of  digital financial services is beneficial for 
accelerating financial services, facilitating 
easier financial transactions and reporting, 
reduc ing  the  burden  of  complex 
documentation processes, and providing 
micro-enterprises with access to basic 
financial services to obtain the necessary 
financing for business development and 
innovation.

5. The use of  digital technology significantly 
mediates the relationship between access to 
finance and the growth of  micro-

enterprises. The use of  digital technology 
by micro-enterprises can facilitate their 
access to financial institutions (access to 
finance). The usage of  digital technology 
helps micro-enterprises access external 
financial sources, thereby increasing their 
access to financial institutions. Therefore, 
the use of  digital technology significantly 
promotes micro-enterprises' access to 
financial institutions, ultimately supporting 
their growth.

6. Saved
 The model is limited to the variables 

mentioned above as an intregative model, 
without considering control variables and 
other moderating variables. The sample 
size is also limited with no specific 
geographical region. Further studies are 
suggested to examine more sample sizes 
and take more specific groups for sampling 
criteria. Another category might also be 
interesting to explore. Such as medium and 
small level and start-up enterprises.

Practical Implication
According to the research findings, some 
practical implications need to be highlighted. 
First, government and financial institutions 
urge to build an ecosystem among MSEs 
regarding financial and digital literacy as an 
integration mechanism for accelerating MSEs' 
access to financial resources. The government 
also has an important role in enhancing 
policies for improving financial access to 
MSEs. Second, microfinance and fintech 
agencies need to push a user-friendly financial 
platform with a reliable system as a tool to 
boost digital optimation in responding to 
technological advancement. Education and 
training programs must be delivered to gain 
more users utilized. Third, universities and 
other communities who are concerned about 
financial literacy may start to campaign for the 
ease of  digital use in digital finance to MSEs. So 
they trust and are willing to shift toward digital 
platforms.
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