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Abstract

This study aims to examine the effect of digital financial literacy on the performance of MSMEs with a research
approach using the questionnaire method for MSMEs in Balikpapan City. Multiple regression analysis was
applied to test the effect of digital financial literacy on MSME performance by controlling for manager profiles
and the special characteristics of MSME. Based on the data, it was found financial literacy has positive effect
on MSMEs performance. However, it shows less significant result on digital financial literacy.This research
provides information on the understanding of MSMEs on digital financial literacy in Balikpapan. There are
limited researches related to digital literacy, especially in Balikpapan
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Introduction

In the beginning of 2020, a challenge had begun for all businesses because of the Covid-19. The economic
condition in Balikpapan got affected which resulted in people being cut off from their companies and the
inability of business owners to maintain their operations, including MSMEs sector. There is the pressure that
is also being exerted on the economic sector, but there are still a small number of business groups that can take
advantage of these conditions. Almost all Micro, Small and Medium Enterprises (MSMES) were one of the
economic wheels of the country and the affected regions and experienced a downturn. So, it must be tried to
stay sustainable. The technology where activities are carried out online digitally then MSMEs must adapt to
these changes in order to maintain sustainability for the future long-term. In this age of technology, humans
with many needs can be fulfilled in the blink of an eye through digital media.

In the ever-growing digital age as it is today, digital transformation has become a major driver in various
aspects of life. One sector that gets a significant impact from digital transformation is Micro, Small, and
Medium Enterprises (UMKM). MSMEs have become the backbone of the economy in Indonesia, including in
Balikpapan, which is one of the economic centers in East Kalimantan.

Table 1. Registered MSMEs in Balikpapan City Year 2021

Subdistrict Amount | Percentage

Balikpapan Selatan | 9980 21%
Balikpapan Kota 6163 13%
Balikpapan Timur 7249 15%
Balikpapan Utara 9343 20%
Balikpapan Tengah | 7430 16%
Balikpapan Barat 6889 15%
TOTAL 47054 100%

Resource : Badan Pusat Statistik (BPS) Kota Balikpapan
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There are lots of benefits that MSMEs can take from adapting digital technology to help the operation of
their businesses by having one of the digital technologies that is growing now, such as financial technology.
Financial technology can help MSMEs in financial areas such as funding, non-cash transactions, payments and
others (Pertiwi, 2021).

In line with the development of technology, digital financial literacy has become one of the key components
in efforts to strengthen MSMEs. Digital financial literacy includes understanding and using digital technology
to manage business finance, including the use of banking applications, e-commerce platforms, and digital
payment tools. MSMES' ability to understand and utilize digital financial literacy can have a significant impact
on their business performance. It also defines how someone understands all the details that are associated with
payments, purchases, banking systems that are being done online (Prasad et al., 2018). Many existing studies
on the performance of MSMEs have put emphasis on financial resources. Some of them tried to see the
influence of digital financial literacy and financial behavior on people such as Rahayu et al. (2022), Fitriasari
et al. (2021) and Pertiwi (2021).

This study is based on the argument that financial literacy and cultural values are the primary resources of
SME owners who can facilitate the acquisition of their personal wealth (Fitriasari et al., 2021). However, many
MSMEs have to be phased out because many factors are involved. According to Huda (2021), there are five
common factors that affect the failure of MSMEs, among others: lack of business planning, an outdated
business, promote expansion over quality, business location and capital management.

These five factors are closely related to how the business operator makes the right decisions about business
finance in order to maintain financial conditions stably and safely. Learning and understanding how digital
financial literacy could help business planning, it is important to know how far their understanding on digital
financial literacy and how it could influence their performances especially in Balikpapan. Balikpapan, as one
of the main cities in East Kalimantan, has a diverse and fast-growing MSMEs ecosystem. However, there are
still challenges that need to be addressed, including the level of digital financial literacy that varies among
MSMEs. Therefore, this study aims to investigate the effect of digital financial literacy on the performance of
MSMEs in Balikpapan.

This study is relevant because it will provide a better understanding of the extent to which digital financial
literacy affects the performance of SMEs in fast-growing environments such as Balikpapan. The results of this
study can serve as guidelines for stakeholders, such as local governments, financial institutions, and MSMEs
themselves, in developing programs and policies that support the improvement of digital financial literacy and
the growth of MSMEs. Also the researchers try to see how deep the understanding of people is on digital
financial literacy, especially on MSMEs owners. Therefore, based on the explanation, this study proposed the
following hypothesis:

Hi: There is a significant influence between Financial Literacy and MSME Performance

Ha: There is a significant influence between digital financial literacy and MSMESs' performance

Hs: There is a significant Influence between Financial Literacy, Digital Financial Literacy on the

Performance of MSMEs.

The conceptual framework of this study will involve collecting data from a variety of sources, including
questionnaire and statistical analysis. Thus, it is hoped that this study will provide a deeper insight into the
relationship between digital financial literacy and MSME performance in Balikpapan. This study is expected
to contribute positively to support the growth of MSMEs in the digital age, especially in Balikpapan city. Thus,
we can advance the local economy and improve the welfare of the people in this region.

Research Method

The study employed a quantitative methodology, which, as defined by Sugiyono (2019), is a technique
utilized to investigate a specific group or subset of individuals and research statistical information. The research
population is 47,054 MSME entrepreneurs in the Balikpapan City area consisting of 6 sub-districts.
Researchers used a purposive random sampling technique to take research samples. Purposive Random
Sampling is a method of determining samples with special considerations (Sugiyono, 2016: 85). The Purposive
Random Sampling method is an approach that relies on specific criteria to logically select samples with the
aim of representing the actual population (Marija, 2021). Based on these considerations, researchers took a
sample of 71 SMEs from various business categories.

The data of this research are primary and secondary data. Primary data was obtained through a questionnaire
with closed questions with alternative answers. The questions in the questionnaire relate to financial literacy,
digital financial literacy and MSME performance. Meanwhile, secondary data consists of journals and articles
related to digital financial literacy and MSME performance.
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Table 2. Operational Definition
No | Variable Definition Measurement Indicator
1 SME The overall success rate of a person in a a. MSMEs' operational efficiency in
Performance given period after performing a task is managing stocks and supplies
) compared with various possibilities, such as b. MSMEs' ability to achieve sales
standard work outcomes, targets or targets that targets
have been planned in advance after being c. MSMEs' income
agreed together d. The ability of MSMEs to reach
wider markets through digital
platforms
2 Financial A person’s ability to manage information a. financial knowledge
Literacy |about the economy, make planning in finance, b. financial behavior
(X1) and provide financial support.make better c. financial attitudes
decisions about accumulating wealth, pension d. financial skill
and debt
3 Digital The ability of individuals or MSMEs to use| a. understanding of digital financial
Financial digital technologies and tools to manage, transactions
Literacy | access, and understand financial information, b. understanding of financial
(X2) and conduct financial transactions digitally. transactions using digital financial
technology

c. understanding of e-commerce
platforms for selling
products/services.

d. Understanding financial
statements using digital accounting
software.

Data collection technique.

Questionnaire

A questionnaire is the collection of data in the form of data collection techniques by creating and delivering
a number of questions for respondents who serve as research objects. The tool for evaluating this variable uses
a Likert scale. The Likert scale includes questions arranged with a good system to represent the respondents'
attitude to the given questions. The index used in this data collection represents any form of response that
contains a level of intensity. These variables use a Likert scale that is tailored to the needs by choosing the
appropriate answer. According to Schneider (2022), there are five to seven categories ranging from strongly
disagree (STS), disagree (TS), neutral (N), agree (S) and strongly agree (SS).

Observation

On this observation, researchers came to the place of activity of the observed person (Manurung & Juliandi:
2018). Observations or direct observations are conducted both formally and informally to observe the activities
and events that occurred at the MSME business in Balikpapan City.

Meanwhile, the instrument used in this research is a questionnaire. Therefore, the questionnaire is important
to measure the variables Financial Literacy (X1), Digital Financial Literacy (X2) and MSME Performance ().
To find out the opinions of respondents, five ticker scales were used by selecting the numbers on the
questionnaire by giving the following choices:

Table 3. Statement Score for Assessment

Statement Answer Score
Very Disagree 1
Disagree 2
Positive Neutral 3
Agree 4
Very Agree 5
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Researchers use the Likert Scale to measure how much the respondents agree or disagree about the
statements. It also helps the researchers to measure the respondents’ understanding on the issue. (Mangawing,
2023)

Data Analysis Techniques

The data analysis technique used in this study is a multiple linear regression analysis described as follows:

1. Data Quality Test

a. Validity Test

Validity tests are intended to measure whether or not a questionnaire is valid. A questionnaire is said to be
valid if it can reveal or convey indicators that are measures in the questionnaire (Ghozali, 2018:135). The
questionnaire validity test in this study was performed by correlating the question item score with the total
score of constructs or variable, using Pearson Correlation's formula on a two-sided test of 5% significance. The
instrument is specified as valid if the > r table count, if the <r table count is declared invalid (Ghozali,
2018:135). The respondents in this validity test were 71 SMEs from various business categories in Balikpapan
City.

b. Reliability Test

Reliability Test is a test used to measure questionnaires that are indicators of variables. A questionnaire is said
to be reliable or reliable if one's answer to the question is consistent or stable over time (Ghozali, 2018:45).
Reliability tests for this study would use the Cronbach Alpha, where a variable is declared to be reliable if it
gives the value of the Cronbach alpha > 0.70 (Ghozali, 2018:46). The respondents in this reliability test were
71 SMEs from various business categories in Balikpapan City, who were respondents to the previous validity
test.

2. Descriptive Statistical Analysis

Descriptive statistical analysis is an analysis performed to explain the description of a data by calculating the
mean (mean), maximum (max), minimum (min), standard deviation, and variance (Ghozali, 2018:16).

3. Classic Assumption Test

The classical assumption test is one of the prerequisite tests on regression analysis aimed at providing certainty

that the obtained regression equations have accuracy in estimation and consistency. The classic assumption

test of this study consisted of:

a. Normality Test
Normality tests are used to test a regression model, whether independent variables and dependent variables
both have a normal distribution or not. The regression model is said to be either normal or near-normal
distributed data. There are two ways to determine whether or not normal distributed data can be obtained: (1)
Using the Kolmogorov-Smirnov Test, the decision-making criterion is if the value is Asympt. Sig. (2-tailed)
>0.05 or 5%, so the data are declared normally distributed. However, if it's an Asymp. Sig. (2-tailed) <0.05
or 5%, then the data is declared non-normal distribution; 2) Looking at the dispersion of points on the
diagonal axis of the normal graph probability plot, the basis for decision making is if the data spreads around
the diagonal line, then the data is normally distributed. However, if the data propagates away from the
diagonal line or does not follow the direction of the diagonal line, it is not normally distributed.

b. Multicollinearity Test
The multicollinearity test aims to test whether a regression model exists in a correlation between independent
variables. The regression model is said to be good if there is no correlation between independent variables
(Ghozali, 2018:107). Multicollinearity can be seen from Tolerance values and VIFs (Variance Inflation
Factor) values, with the decision-making criteria being: (1) If tolerance values >0.10 and VIFs <10, then
there is no multicollinearity problem in the regression model; (2) However, if tolerance values <0.10 and VI
values Then there is a multicollinearity problem in the regression model.

c. Heteroscedasticity Test
The heteroscedasticity test aims to test whether in the regression model variances occur from residual one
observation to another. If the variance from one residual to another remains, then it can be said to be
homoscedasticity, if different then it is called heteroscedasticity. A good regression model is when the results
are homoscedasticity (Ghozali, 2018:137). To see whether or not heteroscedasticity can be done by Glejser
testing and viewing the Scatter Plot graph. The Glejser test is performed by regressing the absolute residual
values against independent variables, with the decision-making criteria being: (1) If the significant value for
each independent variable is < 0.05, then a heteroscedasticity problem arises; (2) However, if the significant
value for each independent variable is > 0.05, Then there's no heteroscedasticity problem. For
heteroscedasticity tests using Scatterplot Graphs, it is performed by looking at the points on the graph forming
a particular pattern or not. Decision-making criteria, if the spread of points on the graph does not form a
particular pattern that is unclear above and below 0 on the Y-axis, then there is no heteroscedasticity.
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4. Multiple Linear Regression Analysis

This study used multiple linear regression analysis in variable testing. Multiple linear regression
analysis is an analysis that shows the relationship between two or more variables and also shows the
direction of the relationship between the dependent variable and the independent variable. Multiple linear
regression equations in this study are formulated as follows:

Y=a+p1XI+B2X2+ e

Where:
Y = MSME Performance
o = Constant number
B1 = Financial Literacy regression coefficient
B2 = Regression coefficient of Digital Financial Literacy
X1= Financial Literature
X2= Digital Financial Literacy
e = Error

Hypothesis testing

a. Partial Test (t Test)

The t test is used to see how far the influence of one independent variable individually on the dependent
variable (Ghozali, 2018:98). The null hypothesis (Ho) to be tested is whether a parameter (bi) is equal to
zero and the alternative hypothesis (Ha) to be tested is whether a parameter does not correspond to zero.
The t test is carried out by comparing the significance value (Sig.) with the level of confidence (a) to be
achieved, which is equal to 0.05 (o = 5%) or comparing the calculated t value and t table. The decision-
making criteria in the t test are: (1) If the significance value of t is >0.05 or the calculated t value is <t table,
then Ho is accepted. That is, the independent variable has no significant effect on the dependent variable;
(2) If the significance value of t is <0.05 or the calculated t value is > t table, then Ho is rejected and Ha is
accepted. That is, the independent variable has a significant influence on the dependent variable.

b.  Model Feasibility Test (F Test)

The F test is used to see whether there is feasibility or simultaneous influence between the independent
variables and the dependent variable used in a study. (Ghozali, 2018:96). The F test is carried out by
comparing the significance value (Sig.) with the level of confidence to be achieved (a), which is equal to
0.05 or comparing the calculated F value and F table. The decision making criteria in the F test are: (1) If
the significance value of F > 0.05, then Ho is accepted. That is, simultaneously the independent variables
do not have a significant influence on the dependent variable. Conversely, if the significance value of F
<0.05, then Ho is rejected and Ha is accepted. That is, simultaneously the independent variables have a
significant influence on the dependent variable. (2) Comparing the calculated F values and F tables. If the
calculated F value is greater than the table F value, then Ho is rejected and Ha is accepted. The way to
determine F table = (df1 ; df2) or (k ; n-k-1), where (K) is the number of independent variables and (n) is
the number of samples.

c.  Determination Coefficient Test (R2)

The coefficient of determination test (R2) is used to measure the ability of the independent variables to
explain the variation of the dependent variable. The coefficient of determination is between 0 and 1 as seen
from the Adjusted R Square value. The closer the coefficient of determination is to 1, the stronger the
relationship between the independent and dependent variables will be (Ghozali, 2018: 97).

There are several levels of financial literacy based on OJK:

1. Well Literate
Namely a group of people who already have very good knowledge of financial products and services in
Indonesia. This is not just knowing a brand, but also understanding the concept of financial literacy so
that people really understand and comprehend the various benefits and risks of financial services.

2. Sufficient Literate

In general, people already know and are aware of the benefits of financial literacy, but people do not yet

understand how to use and apply financial services. In this case, many MSMEs already know the benefits
of financial literacy, but do not have the confidence to buy or use financial services and they do not know
how to use them or the costs are high in buying applications.

3. Less Literate
Knowledge at this level is only basic information related to financial literacy and the benefits and risks
that exist. Basically, this level is owned by beginners who have just read or know financial literacy.

4. Not Literate
This group does not know any information about financial literacy at all. Usually, this group is in certain
locations that are difficult to reach and there is no information and knowledge from financial literacy.
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In accordance with the Australian Securities & Investment Commission there are several indicators of a
person’s level of financial literacy: someone has understood the scale of priorities to be achieved in life, record
all incoming and outgoing financial transactions, can manage credit, know the benefits and importance of
insurance, understand the basics of investment, have a retirement fund plan and able to manage personal
financial interests and differentiate finances for business interests, for example, MSMEs whose capital should
be separated from the personal finances of business owners.

The researcher also presented a descriptive picture of the research object to support quantitative analysis
and provide an overview of the factors affecting the financial management of MSMEs in Balikpapan city. The
characteristics of respondents used to know the diversity of respondents are based on Age, Business Field, and
length of Operation. The results of the researcher's observations can be presented as follows: Age based on
data obtained from 71 respondents for under 20 was 16.9%, for 20 to 30 years old was 26.8%, 30 to 40 years
old was 33.8% and for over 40 years old was 23.9%. Of the gender, 21 were male respondents with a percentage
of 29.6%, and 51 were female respondents with a percentage of 71.8%, the most were female.

Table 4. Respondents Demographics by Age

N Age Number Percentag
0 S e
Under
1 20 years 12 16,90
old
20 -
2 30 years 19 26,80
old
30—
3 40 years 24 33,80
old
Abov
4 e 40 17 23,90
years old
Total 71 100,00

a.  Types of Business
Table 5. Types of Business

N Types of Business Numbers Percentage
0

1 Medicine 1 1,41

2 Agrobusiness 3 4,23

3 Trade 3 4,23

4 Handicraft 7 9,86

5 Culinary 45 63,38

6 Services 6 8,45

7 Clothes 6 8,45
Total 71 100,00

Table 6 . Respondent Business Operating Periode

No Periode Number Percentage
1 Under 1 year 3 4%
2 1 -3 years 23 32%
3 4 - 6 years 31 44%
4 Above 6 years 14 20%
Total 71 100%

Validity and Reliability
1. Validity
For the validity test table of 71 respondents was 0.0203 and the lowest validity test count was 0.289 and
the highest was 1 and thus the problem is valid.
2. Reliability
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According to Wiratna Sujarweni (2014) if the measurement of the questionnaire is consistent or Reliable if
the Cronbach Alpha value is > 0.6 and based on the calculation results, the Cronbach Alpha value of the
guestionnaire data is 0.787 and thus the data is Reliable.

Normality and Linearity Test

1. Normality Test

Table 7. One-Sample Kolmogrov-Smirnov Normality Test Result
Unstandardized Residual

N 71
Mean .0000000

Normal Parameters®? —
Std. Deviation 1.95269370

Absolute 102
Most Extreme Differences Positive .068
Negative -.102
Kolmogorov-Smirnov Z .102
Asymp. Sig. (2-tailed) .062°

Based on the Table it is known that the significance value of 0.62 is greater than 0.005. So, it can be
concluded that the data that the authors of the test are normally distributed.
2. Linearity

a. Financial literature on the performance of MSMEs. Referring to the SPSS output, which is a
significant value of 0.674 x 0.05 then there is a linear relationship between financial literacy and
MSME performance.

b. Digital finance literature on the performance of MSMEs. In the calculation results there is a
significant value of 0.755 x 0.05 so there is a linear relationship between digital financial literacy
and MSME performance.

Hypothesis Test/ T Test

H1: There is a significant influence between Financial Literacy and MSME Performance
The results of partial test calculations show that the significance value of the Financial Literacy Effect
(X1) on MSME Performance () is 0.00 £ 0.05 and the value of 6.141 > the table value of 1.666 then
H1 is accepted which means that there is a significant influence between LiFinancial Integration of
MSMEs Performance

H2: There is a significant influence between digital financial literacy and MSMEs' performance
The results of the partial test calculations show that the significance value of the Influence of Digital
Financial Literacy (X2) on MSME Performance (Y) is 0.433 + 0.05 and the calculated value 0.789
<table value 1,666 then H2 was rejected, meaning there was no significant influence between digital
financial literacy and MSMEs performance.

Multiple Linear Regression Analysis (F test)
H3: There is a significant Influence between Financial Literacy, Digital Financial Literacy on the
Performance of MSMEs.
based on the results of data management it is known that the significance value for the simultaneous
influence of X1 and X2 on Y is 0.000 < 0.05 and the F value is 21.015 > 3.13. For example, N1 = 2 and
N2 = 67, it can be concluded that H3 is accepted which means that there is a simultaneous influence of
Xland X2onY.

The effect of Financial Literacy on the business performance of MSMEs with data findings, is verified and

hypothesis analysis is performed through several stages which are procedures in quantitative research. The test
phases of this research are through validity tests, reliability tests, multiple linear regression, normality tests,
linearity tests between variables, correlation coefficients, tests and tests to test hypotheses and take populations
and samples of the study.

This research took a research sample from MSMEs business owners in all MSMEs sectors in Balikpapan

with 71 respondents purposively random sampling by using questionnaires. Research results show that
financial literacy and digital financial literacy have a positive and significant effect on the performance or
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performance of SMEs. The higher the financial literacy of MSMESs owners or entrepreneurs, the better the
management of the business, the more able to improve business performance (Suryandari, 2018).

Conclusions

The research is being done in a quantitative method in which the data to be generated are numbers.
From the data obtained, analysis was performed using SPSS. This study aims to analyze the effect of financial
literacy and digital financial literacy on the performance of MSMEs in Balikpapan City. With the purpose
based, the data were collected with a 71-unit MSMEs print questionnaire in Balikpapan. The distribution of
questionnaires was carried out openly using the Likert 1-5 scale. This study used two independent variables,
financial literacy and digital financial literacy, and one dependent variable, MSMEs performance. Balikpapan
is a city with a high business climate and high growth in MSMEs. According to MSMEs data from the Office
of MSMEs and Industry of Balikpapan City number 47,054. This large amount is a very valuable regional asset
because it can accommodate a lot of labor and also move the economy in Balikpapan City. Micro, small and
medium enterprises have a strategic role in national economic development, and are able to contribute to
economic growth and labor absorption and contribute to the distribution of development outcomes.

This study aims to analyze MSMEs in Balikpapan City in all MSMEs in Balikpapan City. Research was
conducted from August to September by sampling purposive random sampling using online questionnaires due
to the limitations of the authors to visit every existing MSMEs. Most respondents are MSMESs owners and all
respondents have the ability to answer questions related to financial literacy and digital financial literacy.
Regarding the size of the business that was set up in the form of MSMEs spread across various areas in
Balikpapan City with 71 business units in total. The MSMEs have an average age of more than 3 years, and
some are startups or start-ups who are one year old. Based on the analysis carried out, it can be clearly seen
that the average financial literacy index of respondents in this research is quite high, where the moderate area
is quite large for the level of financial literacy. Based on performance aspects and aspects of MSMEs
sustainability in various sectors, respondents showed a fairly good value.

The result of this study shows that digital financial literacy has no significant influence on the MSMEs
performance in Balikpapan. This means digital financial literacy still doesn’t hold an importance in MSMEs
point of view. Most MSMEs in Balikpapan still use a small portion of what we call financial technology. They
only use digital financial technology as a form of payment. So, the literacy of digital finance is a thing they
can’t relate to, which causes hypothesis 2 to be rejected. Researchers conclude that there are still some gaps in
the findings that can be established as factors to see the influence of digital financial literacy on MSMEs
performance in Balikpapan. These gaps in the findings can be a new perspective on MSMEs performance so
they can manage the business well.

It is recommended that future researchers dig even more into how digital financial literacy could affect the
MSMEs performance after they learn it properly. The future researcher could conduct a workshop to teach the
MSMEs in Balikpapan about digital financial literacy and financial technology could help them manage,
predict and even plan their next move to expand and grow the business well. 71 respondents in this study still
can’t represent the whole community. So, the future researchers hopefully conduct this research on a bigger
scale. These researchers hope that MSMEs owners can know and understand their values and impact on the
economic situation, not just in Balikpapan, but in Indonesia as well. Researchers hope MSMEs owners can
grow their businesses like what they expect and give knowledge to people about the importance of local
products.
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