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Abstract 

 

This study aims to identify the factors influencing the performance of MSMEs in Tenggilis 

Mejoyo District, Surabaya. Digital payment, financial literacy, and financial management 

serve as the independent variables in this research. A quantitative approach is employed, 

focusing on MSMEs located in Tenggilis Mejoyo District, Surabaya. The incidental sampling 

method was used to collect a sample of 94 respondents. Smart-PLS 4.0 was utilized to 

analyze SEM-PLS data. The results indicate that digital payment has no significant effect on 

MSME performance. Meanwhile, financial literacy and financial management significantly 

influence MSME performance. 
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INTRODUCTION 

Micro, Small, and Medium Enterprises (MSMEs) play a crucial role in economic 

growth across many countries. Various nations actively support the development of MSMEs 

to boost their economies. Indonesia is one such country where MSMEs serve as a key driver 

of economic growth. Data indicates that MSMEs in Indonesia contribute over 60% or 

approximately IDR 8,573 trillion per year to the Gross Domestic Product (GDP) (Limanseto, 

2022) 

The performance of MSMEs currently faces significant challenges that threaten their 

sustainability. One major issue is the low level of financial literacy among MSME owners, 

resulting in unsystematic and incomplete financial record-keeping (Alamsyah & Safitri, 

2024). Consequently, business owners struggle to access formal financing and make strategic 

financial decisions. Furthermore, despite the growing digitalization trend, many MSMEs 

have not yet fully adopted digital payment technologies (Mawarsari, 2023).  A survey 

conducted by the National Research and Innovation Agency (BRIN) revealed that most 

Indonesian MSMEs remain at the "learner" level in digital readiness, reflecting limited 

understanding and use of digital technologies (Dewi, 2024). Additionally, Boni Pudjianto, 

Director of Digital Economy at the Ministry of Communication and Information Technology 

(Kominfo), stated that one of the primary challenges MSMEs face is their limited ability to 

adopt digital technology and difficulties in preparing digital financial reports (Prasetyo, 

2023). 

Performance evaluation assesses various activities within a company’s value chain  

(Ferdian, 2022; Pratama et al, 2023). Business performance is generally measured by 

financial conditions—if a business maintains good financial health, its performance is 

considered strong (Ardiyani et al., 2021) Strong performance is the goal of all MSMEs. To 

survive, MSMEs must perform well in financial management, production, distribution, and 

marketing (Kasendah & Wijayangka, 2019). 

Enhancing MSME performance is essential for economic growth in Indonesia, 

particularly in major cities like Surabaya. As one of Indonesia’s main trade and business 

hubs, Surabaya presents significant opportunities to increase local revenue and develop 

various economic sectors (Hayati et al., 2024). However, according to Afifatur Rohimah, an 

MSME practitioner and observer, many MSMEs fail due to debt problems, which stem from 

prioritizing wants over needs. A major mistake among business owners is the lack of a proper 

financial system, leading to the mixing of capital with profits used for daily expenses 

(Indrasari, 2024). 

Therefore, Surabaya plays a significant role in the regional economy, particularly in 

the Tenggilis Mejoyo District. Micro, Small, and Medium Enterprises (MSMEs) are 

prevalent and continuously growing in this area, contributing significantly to economic 

development and community empowerment  (Ulfa & Azhar, n.d.). Although MSMEs in this 

district experienced a decline in sales due to the COVID-19 pandemic, they demonstrated 

resilience, adaptability, and strong motivation to overcome challenges (Maharani et al., 

2023). Thus, Tenggilis Mejoyo District is an ideal location for this research due to its high 

concentration of MSMEs and the business owners' ability to adapt and sustain their business 

performance. 
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REVIEW OF LITERATURE 

Digital Payment 

Digital payment refers to the transition of transactions from offline to online systems 

as a result of technological innovations. This technology has transformed society’s 

perception of cashless payment systems, providing convenience and security in conducting 

transactions (Kurniawan et al., 2023). 

Financial Literacy 

According to Santiara & Sinarwati (2023), financial literacy refers to the knowledge 

and skills required to manage finances effectively, enabling individuals to achieve a better 

and more prosperous future. Additionally, financial literacy encompasses the confidence and 

ability to manage money in a way that enhances decision-making and overall financial well-

being (Widiawati, 2020). 

Financial Management 

In general, financial management refers to the activities of managing finances in daily 

life, carried out by individuals or groups, to achieve financial well-being (Santiara & 

Sinarwati, 2023). 

MSMEs Performance 

Performance is an evaluation activity conducted across various activities within a 

company's value chain. The assessment results serve as a reference for evaluation, indicating 

how well an organization executes its plans and identifying areas that require changes in 

planning and operational control (Ferdian, 2022). 

Theory of Planned Behaviors 

According to the Theory of Planned Behavior, behavioral intention influences an 

individual's actions. In turn, a person's behavioral intention is shaped by their attitude toward 

the behavior, subjective norms, and perceived behavioral control (Pebrina et al., 2021). 

 

RESEARCH METHOD 

This study employs a quantitative research method to analyze the performance of 

MSMEs in Tenggilis Mejoyo, Surabaya, influenced by digital payments, financial literacy, 

and financial management. The research subjects are MSME owners in Tenggilis Mejoyo, 

Surabaya. Data were collected from 1,420 MSMEs in the district, using a Likert scale for 

measurement. A total of 94 respondents were selected through incidental sampling. The study 

applies SEM-PLS for data analysis and hypothesis testing. The digital payment variable is 

measured using indicators such as perceived usefulness, perceived ease of use, and intention 

to use  (Joan & Sitinjak, 2019). The financial literacy variable is assessed based on financial 

knowledge, financial behavior, and financial attitude (Chaidirl et al., 2020). The financial 

management variable includes four indicators: planning, recording, reporting, and control 

(Khadijah & Purba, 2020). The MSME performance variable consists of financial and non-

financial dimensions, with key indicators including profit growth, customer growth, and sales 

growth  (Kasendah & Wijayangka, 2019). 
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RESULTS AND DISCUSSION 

 
Figure 1.  

 PLS Algorithm 

 

 Figure 1 shows that the variables digital payment, financial literacy, financial 

management, and MSME performance have correlation values above 0.70, indicating an 

acceptable level of reliability and validity. 

Measurement Model (Outer Model) 

A measurable or observable variable represents a latent variable, which is assessed 

through a measurement model. The measurement model is evaluated before conducting 

structural model analysis. To assess the outer model, convergent validity of the indicators 

forming the latent construct, and composite reliability are used (Ghozali & Kusumadewi, 

2023:93). 

Table 1.  

Average Variance Extracted (AVE) 

 
 

Based on Figure 2, all variable constructs meet the validity criteria. This is because 

the Average Variance Extracted (AVE) values for all variables are above 0.50, indicating 

that the data used in this study are valid. 

 

  

Variable Nilai Ave Status

Digital Payments (X1) 0.671 Valid

Financial Literacy (X2) 0.630 Valid

Financial Management (X3) 0.716 Valid

MSMEs Performance (Y) 0.739 Valid
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Table 2.  

Composite Reliability and Cronbach's alpha 

 
 

Based on Figure 3, all variable constructs are considered reliable if the composite 

reliability value is > 0.70 and the Cronbach’s alpha value is > 0.50. The SmartPLS output 

confirms that all constructs meet these criteria, indicating high reliability for all variables. 

Structural Model (Inner Model) 

Table 3.  

R-Squared 

 
 

Based on Figure 4, the R-Squared value indicates that 77.3% of MSME performance 

is influenced by digital payment, financial literacy, and financial management variables, 

while the remaining 22.7% is influenced by other variables not included in this study. 

Table 4.  

Hypothesis Test Result 

 
 

The hypothesis testing was conducted using the bootstrapping method on the sample 

to evaluate the statistical significance of the proposed relationships. 

The Influence of Digital Payment on MSME Performance  

Based on the research findings, the performance of MSMEs in Tenggilis Mejoyo 

District, Surabaya, is not significantly influenced by digital payment adoption. This may 

occur due to several factors, such as obstacles in implementation that reduce its direct impact 

or the possibility that digital payment adoption has not been fully optimized. Thus, although 

digital payment is perceived as beneficial, the results may reflect market expectations rather 

than the actual experiences of digital payment users. This finding aligns with the Theory of 

Planned Behavior, which suggests that fintech payment users possess strong control beliefs, 

Variable
Composite 

reliability

Cronchbach 

alpha

Digital Payments (X1) 0.910 0.875

Financial Literacy (X2) 0.895 0.852

Financial Management (X3) 0.938 0.919

MSMEs Performance (Y) 0.918 0.880

Variable R squared Adj R-squared

MSMEs Performance (Y) 0.773 0.765

Original 

sample (O)

Sample mean 

(M)

Standard 

deviation 

(STDEV)

T 

statistics 

(|O/STDE

V|)

P values

Digital Payments (X1) -> 

MSMEs Performance (Y)
0.162 0.162 0.1 1.626 0.104

Financial Literacy (X2) -> 

MSMEs Performance (Y)
0.275 0.273 0.087 3.157 0.002

Financial Management (X3) -> 

MSMEs Performance (Y)
0.505 0.509 0.096 5.247 0
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leading to a high perception of usefulness and interest in using fintech payment 

services(Antika et al., 2023). 

However, this study's findings contradict those of Asisa et al. (2022) which stated that 

the ease of digital payments contributes to the performance of small and medium-sized 

enterprises (SMEs). Every business owner aims for smooth operations, and leveraging 

advanced technology for electronic payments is considered a key factor in MSME growth. 

The Influence of Financial Literacy on MSME Performance 

Based on the research findings, the performance of MSMEs in Tenggilis Mejoyo 

District, Surabaya, is significantly influenced by financial literacy. Financial literacy refers 

to the understanding of financial concepts, information, skills, and attitudes necessary for 

making wise financial decisions and achieving financial well-being. MSME performance can 

be improved through financial literacy, as business owners with a strong financial 

understanding are better prepared to manage their businesses effectively and ensure long-

term sustainability. According to the Theory of Planned Behavior, an individual's intention 

to enhance their financial knowledge can influence their financial decision-making. This, in 

turn, provides opportunities for their business to improve performance. 

These findings align with previous research by Sari & Widodo (2022), which stated 

that financial literacy has a positive impact on the performance of micro, small, and medium 

enterprises (MSMEs). 

The Influence of Financial Management on MSME Performance 

Based on the research findings, the performance of MSMEs in Tenggilis Mejoyo 

District, Surabaya, is significantly influenced by financial management. Effective financial 

management is essential for maintaining business sustainability and expanding operations 

(Martono & Febriyanti, 2023). Similarly, for micro, small, and medium enterprises 

(MSMEs), proper financial management has a positive impact on business performance. 

Good financial management for MSMEs involves planning, recording, reporting, and 

controlling finances effectively. These practices help in decision-making, improve 

operational efficiency, and minimize business risks. Therefore, implementing financial 

management consistently and effectively is crucial for MSME development and performance 

improvement. According to the Theory of Planned Behavior, attitude, personality, and 

emotional traits influence self-control in financial management. The better an individual 

manages their finances, the greater their self-control. 

These findings are consistent with the research by Martono & Febriyanti (2023), 

which states that financial management contributes to MSME performance. Proper financial 

management is essential for achieving high-quality business outcomes. Therefore, managing 

finances should be a priority for MSMEs to maintain high performance levels while 

expanding their business activities. 

 

CONCLUSION 

Based on the research conducted on the influence of digital payments, financial 

literacy, and financial management on the performance of MSMEs in Tenggilis Mejoyo 

District, Surabaya, it can be concluded that MSME performance is not influenced by digital 

payments. However, financial literacy and financial management have a significant impact 

on MSME performance. 
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