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Abstract

This article draws on the findings of previous studies to determine the effects
of financial inclusion and financial literacy on the viability and performance
of micro, small, and medium-sized enterprises (MSME). Twenty articles from
national and international journals from 2020-2023 were used to compile this
Systematic Literature Review (SLR). Where research shows that: Financial
Inclusion affects MSMEs' performance; Financial Inclusion affects MSMESs'
sustainability; Financial Literacy affects Financial Inclusion of MSMEs; and
Financial Literacy affects Financial Inclusion of MSMEs.

Keywords: Financial Literacy, Financial Inclusion, MSME Performance,
MSME Sustainability

INTRODUCTION

The Financial Services Authority (OJK) of Indonesia will conduct their
2022 National Financial Literacy and Inclusion Survey (SNLIK) in order to gauge
Indonesians' level of financial participation and literacy. Between July and
September of 2022, a total of 14,634 persons (aged 15 to 79) from 34 provinces and
76 cities/districts will participate in SNLIK 2022. In addition, in 2016 and 2019,
the National Financial Literacy and Inclusion Survey (SNLIK) was carried out. The
financial literacy index is comprised of parameters of knowledge, skills, beliefs,
attitudes, and behavior, while the financial inclusion index is comprised of usage
parameters, all of which are used in SNLIK 2022. The SNLIK figures for 2022
show that the population of Indonesia has a financial literacy index of 49.68 percent,
up from 38.03 percent in 2019. The financial inclusion index rose to 85.10 percent
this year, despite the fact that this year's SNLIK period only achieved 76.19 percent.
This shows that between 2019 and 2022, the difference between inclusion and
literacy rates will shrink, falling from 38.16 to 35.42 percent. When comparing
genders, for the first time, women have a higher financial literacy index than men
do (50.33 vs. 49.05). From 2020 to 2022, OJK's strategic direction for financial
literacy will focus on empowering women. While the financial inclusion index for
women is lower than that of men (83.88 percent), it is greater for men (86.28
percent) (OJK, 2022).
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The G20 Indonesia presidency re-emphasized the importance of digital
financial inclusion and MSME financing in order to reduce inequality (inequality)
due to global uncertainty as a result of the pandemic and geopolitical conditions.
This is in line with the spirit Recover Together, Recover Strongerso that economic
recovery can be accelerated. For this reason, every country needs a financial
inclusion framework to encourage digitalization which has an impact on increasing
productivity, as well as an inclusive and sustainable economy, especially for
MSMEs, youth and women. At the same time, it is necessary to strengthen MSME
financing guidelines. This was raised in the 2nd Global Partnership for Financial
Inclusion (GPFI) Plenary Meeting organized by the Indonesian G20 Presidency, led
jointly by the Bank of Italy as the co-chair as well as Bl and the Ministry of Finance
as a whole.hybridfrom 12 to 13 May 2022 in Nusa Dua, Bali. (Bank Indonesia,
2022).

Indonesia's economy relies heavily on the work of micro, small, and
medium enterprises (MSMES). Statistical data shows that MSMEs dominate the
Indonesian economic sector with more than 99%. The importance of the MSME
sector is recognized because it contributes greatly to gross domestic product (GDP),
where high GDP induces economic growth (Lutfi et al., 2022). Furthermore,
MSMEs have helped lower the unemployment rate by creating jobs, and they have
helped provide economic fairness to populations with lower incomes. According to
statistics provided by the Ministry of Cooperatives and SMEs (2019), SMEs
contributed 60.51 percent to national GDP this year. Meanwhile, there are now 65,4
million MSMEs in Indonesia, employing 96.92% of the total population of 123,3
million. Small and medium-sized enterprises (SMEs) account for a
disproportionately big fraction of Indonesia's total job market. This means that the
existence of MSMEs in Indonesia is considered important because they are able to
survive and contribute a large amount of gross domestic product (GDP). MSMEs
did receive special attention from the government, both before the co-19 pandemic
and during the co-19 pandemic. The existence of MSMEs is very helpful in
reducing unemployment and poverty levels. Based on data from Bank Indonesia in
2015, the MSME sector absorbed around 97% of the entire Indonesian workforce
and contributed 60% to Gross Domestic Product. In February 2021, there were 8.75
million unemployed in Indonesia. As a result of their efforts to create employment
opportunities for those with lower incomes, MSMEs have contributed to a decline
in the national unemployment rate (BPS, 2021). The increase in the number of
unemployed was due to the layoffs carried out by companies affected by the co-19
pandemic. The company is unable to bear losses by providing salaries to employees,
while on the other hand the company's revenue has decreased significantly.
Reducing employees is the easiest option for companies to reduce the potential for
greater losses in the future. Good financial understanding and knowledge can help
run MSME financial management optimally. The past pandemic has had an impact
on decreasing income for MSME players (Santika & Maulana, 2020). According to
a poll performed by Soetjipto (2020), 1,785 cooperatives and 163,713 MSME
owners have seen the detrimental effects of the Covid-19 epidemic on their
economic activities. Seventy-five percent saw their sales plummet.
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METHODS

This study uses the Systematic Literature Review method or commonly
referred to as the systematic literature review research method, which is one of the
methods in research that identifies, assesses, and interprets the problems that exist
in a topic problem, and to answer the research questions that have been explained
(Rizkar Saputra, M., & Nunung Herlina, 2021).

Information for this study came from 20 recognized national and
international online journals where researchers had already published their findings.
The researcher for this study looked for academic articles in electronic journals or
online sources by using Google Scholar, Mendeley, ScienceDirect, and the Garuda
portal with the keywords: financial literacy,financial inclusion, MSME
performance and MSME sustainability. In this study, data was collected using a
documentation approach. The data that has been obtained from various sources is
collected in one document used to answer the problems that have been formulated.
Journal criteria taken in this study are:

1. Journal publication timeframe is 5 years (2019-2023)

2. International journals and national journals

3. Full text original research article

4. Journal contents regarding literacy relations kfinance, financial inclusion, MSME
performance and MSME sustainability

This study formed 5 research questions or RQ from the definitions made.
According to (Thuan, N.H., et al., 2019) several characteristics that must be met by
an RQ, these characteristics include:

1. A statement of curiosity or there is a question word in the statement made.

2. Obtained through an iterative and systematic process that is influenced by the
scientific background of the researcher

3. Directing research activities.

4. Stimulate discussion regarding the results obtained or the estimated results to
be obtained

Based on the above shared information, as well as the characteristics, the following

is a proposed conceptual model for how to construct research questions or RQ.

RQ1 Effect of Financial Literacy on MSME Performance

RQ2 Effects of Financial Literacy on the Sustainability of MSMEs

RQ3 Effect of Financial Inclusion on MSME Performance

RQ4 The Effect of Financial Inclusion on the Sustainability of MSMEs

RQ5 The Effect of Financial Literacy on MSME Financial Inclusion

The research questions or RQ above are described in the form of a conceptual model

as follows.
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Figure 1. Conceptual framework

RESULTS AND DISCUSSION

Number of Periodical Articles

This section explains the number of journal publications from 2019 to 2023 which
are used as material for discussion. There are 20 journals published both nationally and
internationally as well as Scopus indexed related toliteracy kfinance, financial inclusion,
MSME performance and MSME sustainability. The distribution of articles can be
seen in the following chart.

Number of Articlesl
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Source: Secondary data, 2023 (processed)

Figure 2 Number of published articles per year

RQ 1 The Effect of Financial Literacy on MSME Performance

Findings from the study (Xu Nana et al. Only company proprietors in hukou
villages saw a statistically significant positive correlation. On the other hand, there was no
statistically significant correlation between enterprises and kotahukou, suggesting that the
impact of financial literacy was minor. In Table 1, we can see that urban homeowners had
a much higher mean FL score (1.34 vs. 1.11) and FL index (0.38 vs. 0.18) than their rural
counterparts. According to studies (Melia Kusuma et al., 2021) MSMEs performance is
impacted by financial literacy. Based on the hypothesis testing conducted, it is known
that the valueP-valuesof 0.003 is smaller than 0.050 and concludes that the
hypothesis is accepted. Knowledge of MSME owners about banking products
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makes the work carried out always planned and carried out according to the work
program. Work errors or inaccuracies in decisions made in the past by MSME
owners do not recur because of their financial knowledge. MSMEs will use
financing products when it is felt that the running business is not in a high-risk
position. The results of this study imply that financial literacy has an impact on
MSMEs' effectiveness. Financial literacy is associated with improved business
performance. The test for a correlation between financial knowledge (LIKA) and
company success (KIUS) yielded a path coefficient of 0.600. The significance level
Is set at = 0.05, therefore the value is above 0.1. We therefore accept Hypothesis 2
(H2) in this investigation. According to (Mei Ruli & Kusumaningtias, 2021). The
significance level is in the r-range, and the b1X1 coefficient value for the financial
literacy variable is around 0.555 (Timuneno, et al., 2023). The beta coefficient
value is positive, indicating that an increase in the proportion of the value of the
financial literacy variable is assumed to result in an increase in the proportion of
the value of the financial performance variable. Financial literacy was proven to
lessen the impact of financial limitations and boost technical innovation among
MSME. For the long-term success of businesses, MSME performance takes the
form of MSME technological innovation initiatives. This analysis used an
empirical study with a sample size of 310 Spanish-speaking SMEs. Empirical
evidence on how financial literacy affects technical innovation in MSME. For
micro, small, and medium-sized businesses, easier access to financing is correlated
with higher CEO financial literacy. This is significant because small and medium-
sized firms in Spain have a difficult time accessing funding (de Lema et al., 2021).

RQ 2 Effects of Financial Literacy on MSME Sustainability

As stated in their third hypothesis, MSMEs in Solo Raya are less likely to
survive if their owners lack the financial literacy to keep their businesses afloat
(Kusuma et al., 2021), based on the tests carried out it is known that the P-values
are 0.480 greater than 0.050, these results conclude that the hypothesis is accepted.
This research was conducted during the Covid-19 pandemic and there were
restrictions on the movement of community activities which resulted in a decrease
in MSME sales and income. A good level of financial inclusion in MSME owners
makes financial management decisions more efficient. The application of online-
based sales makes the income received by MSME owners still above the Break
Even Point (BEP). MSME owners who lack capital make efforts to get capital
assistance from various parties (family or friends) and seek bank loan restructuring,
so that these efforts enable MSMEs to continue to carry out business continuity.
The hypothesis that financial literacy has an effect on company continuity is also
tested by looking at the path coefficient between LIKA and KEUS, which turns out
to be 0.547 (INKA KEUS). Since this number is larger than 0.1 and statistically
significant at the = 0.05 level, the null hypothesis is rejected. (Mei Ruli N.H.,
Kusumaningtias R. 2021). Since the value of sig. 0.00 is less than the critical value
of 0.05, we can conclude that Ha or the second hypothesis is correct. The data
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analysis output shows that the significant value (sig) of the financial literacy
variable (X) is 0.00. This suggests that knowing how to handle money has an impact
on the longevity of a company. According to Ardiansyah et al. (2023), t-count for
Financial Literacy in the study by Rinaldi Maulana et al., (2022) is 3.108, which is
less than the t-table (1.965), and the significant value (sig) of 0.002 is higher
than.05. Therefore, the first hypothesis is correct; financial literacy does have an
effect on the longevity of businesses.

RQ 3 The Effect of Financial Inclusion on MSME Performance

It has been established, as stated by Kusuma et al. (2021), that the financial
inclusion hypothesis influences the efficiency of MSMEs in Solo Raya. Based on
the tests conducted, it is known that the P-values of 0.048 are smaller than 0.050,
so these results indicate that the hypothesis is accepted. The good level of financial
inclusion of MSME owners makes MSME owners able to manage their finances
better than before the pandemic. A good financial understanding allows MSMEs to
carry out their business according to the established program so that cost
management can be lower than before the pandemic and able to improve MSME
performance and generate business growth. Testing the path coefficient between
financial inclusion (INKA) and MSME performance (KIUS) shows the INKA —
KIUS path coefficient value of 0.028. This value is in the range -0. 1 to 0.1 and not
significant at o = 0.05. So, it can be concluded that the hypothesis in this study was
rejected (Mei Ruli NH, and Rohmawati Kusumaningtias 2021). Financial inclusion
in the form of ease of access, quality and use of financial institution services by
MSMEs. These three things have no effect on the performance of MSME
businesses. Currently, there is a Financial Technology (Fintech) that replaces the
working system of traditional financial institutions. Timuneno et al. (2023) shows
that the b2X2 coefficient value for the financial inclusion variable is around 0.356,
the beta coefficient value is positive. This shows the effect of the financial inclusion
variable. It can be assumed that any increase in the proportion of the value of the
financial inclusion variable (X2) will automatically increase the value proportion
of financial performance which is strengthened by a significance level that is in the
range of 5% (significance level <5%). From the second hypothesis test, Susilo et
al. (2022) deduced that t count (2.512), t table (1.99254), and Sig. (0.014) (0.05).
That's why we can rule out HO and accept H2. This lends credence to the second
hypothesis, which proposes that financial inclusion influences the efficiency of
MSMEs.

Basic financial knowledge is the most essential booster of financial literacy,
according to an analysis of financial inclusion research data utilizing trial decision
making and laboratory evaluation (DAMATEL). There is a need for policymakers
to educate the populace about fundamental financial concepts including inflation,
currency rates, interest rates, and taxation systems. Integration of financial
education into K-12 and higher education, regular sessions and workshops on
financial literacy, promotion of FinTech, open budget discussions with the public,
promotion of cashless use, promotion of banking culture, simplification of tax
regulations, increased financial knowledge penetration among women, and
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increased financial inclusion are all examples of activities that aim to improve
people's foundational understanding of money and finance. Given the widespread
adoption of smartphones, FinTech's role in spreading news is very important.
People are also keenly conscious of the need to save and invest for their future
requirements, which motivates them to do so. Because most people's choices to
save money don't yield the expected returns, this behavior does not ensure that the
saver is financially savvy. Therefore, providing knowledge to make the right
decisions is also very important for the government. (Swati Sharma, 2022)

RQ 4 The Effect of Financial Inclusion on the Sustainability of MSMEs

Kusuma et al. (2021) states that hypothesis 1 provides an explanation of
financial inclusion influencing the sustainability of MSMEs in Solo Raya. Based
on the testing carried out by hypothesis 1, it can be seen that the P-value of 0.010
is smaller than 0.050, so these results conclude that Hypothesis 1 (H1) is accepted.
During the Covid-19 pandemic there were restrictions on the movement of
community activities which resulted in a decrease in MSME sales and income. A
good level of financial inclusion in MSME owners makes financial management
decisions more efficient. The application of online-based sales makes the income
received by MSME owners still above the Break Even Point (BEP). MSME owners
who lack capital make efforts to get capital assistance from various parties (family
or friends) and seek bank loan restructuring, so that these efforts enable MSMEs to
continue to carry out business continuity. According to Ruli and Kusumaningtias
(2021), access to financial services impacts a company's ability to stay open for
business. A -0.031 result for the INKA KEUS path coefficient was found when the
two concepts were tested for a correlation. The significance level at = 0.05 is not
reached because this result is in the insignificant range of -0.1 to 0.1. This leads us
to infer that the hypothesis is false. Maulana et al. (2022) also found that the
calculated t value of the financial inclusion variable produces a value of -2.416
which is smaller than the t-table (1.9653) and a significance value (sig) of 0.016 is
greater than 0.05. This indicates that there is a substantial and negative impact on
company continuity caused by financial inclusion. Since the P-value of 0.010 is less
than 0.050, the research indicates that the hypothesis is accepted and financial
inclusion affects the sustainability of MSMEs in Solo Raya (Kusuma et al. 2021).
During the Covid-19 pandemic there were restrictions on community
activities/activities which resulted in a decrease in MSMEs sales and income. A
good level of financial inclusion in MSME owners makes financial management
decisions more efficient. The application of online-based sales makes the income
earned by MSME owners still in the range above the Break Even Point (BEP).
MSME owners who lack capital make efforts to obtain capital assistance from
various parties and seek bank loan restructuring, so that these efforts enable
MSMEs to continue to carry out business continuity.

RQ 5 The Effect of Financial Literacy on MSME Financial Inclusion

Research (Bakhtiar, F., et al., 2022) which discusses the financial literacy
variable (X) shows a sig value <a (0.014> 0.05). meaning that the financial literacy
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variable (X) has a significant positive effect on financial inclusion (Y). This proves
that financial literacy skills, which are a combination of financial knowledge and
skills, help MSME owners, especially women, make choices or decisions related to
finance, which increase in line with developments in financial inclusion. MSME
owners take advantage of the services of various banks that develop financial
services by facilitating the reach of their service users. The banks not only built
several branches (offices) in various regions, but also provides ATM machines in
various places that are easily accessible to customers. Not only that, the bank has
also increased the convenience of the services they provide to their customers by
issuing online services / online financial applications for their customers which can
be applied via their respective smartphones. To better equip MSME owners in
Makassar with the knowledge and skills necessary to manage finances, especially
their financial decisions and policies, this endeavor seeks to remove various types
of hurdles to the use of financial services by the public (financial inclusion). As
well as the oblique result of financial education on financial inclusion via monetary
mechanization. Financial literacy (X1) has a direct effect of 0.260 on financial
inclusion (Y), and an indirect effect of 0.858 x 0.641 = 0.375, for a total effect size
of 0.260 + 0.375 = 0.792. As a result, there is a connection between financial
literacy and the use of financial technology. The calculation value in Financial
Literacy (X) obtained a t-count value of 13.440 and a t-table value with dk (dk =
100-2 = 98) of 1.662, as described in a table by Kusuma (2019). Therefore, the sig
value (0.000) is less than 0.05 and t count (13.440) > t table (1.662). If this is the
case, then H1 is true and HO is false. This shows that Financial Literacy has a major
impact on people's ability to participate in the financial system. The study found
that a p-value 0.05 alpha = 0.600 indicates a significant relationship between
financial literacy and success (Pradana and Suarmanayasa, 2022).

CONCLUSION

Previous study that has involved mapping and literature evaluation has led to the
following conclusion: Financial Literacy affects the performance of micro, small,
and medium-sized enterprises.

1. Financial Literacy affects the sustainability of MSMEs

2. Financial Inclusion on MSMEs Performance

3. Financial Inclusion affects the sustainability of MSMEs

4. Financial Literacy influences Financial Inclusion

Most of the influences between variables have a positive effect but there are also
those that have a negative effect, namely the relationship between the financial
inclusion variable and MSME performance. This is possible because the ease of
access to financial products and services makes it easy for MSME players to get
complacent in seeking or increasing capital from access to credit from financial
institutions without thinking about the high risk of adding credit to develop their
business without measuring how much risk they will face. For this reason, the
researcher provides suggestions for further research in order to add the financial
intelligence variable as a moderating variable in further research.
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