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Abstract 

 

The study aims to analyze the influence of economic literacy and family economic 

education on business sustainability, with innovation capabilities and entrepreneurial 

competence as mediation variables in Tempe Sanan Industrial Village, Malang City. 

A quantitative approach was used through an explanatory research method with 158 

respondents and SEM-PLS analysis. The results show that economic literacy and 

family economic education have a significant effect on business sustainability, both 

directly and through innovation capabilities and entrepreneurial competence. 

However, the results of the study also found that economic literacy had no effect on 

the mediating variables of entrepreneurial competence and the variables of 

entrepreneurial competence could not mediate the influence of economic literacy on 

business sustainability. These findings underscore the importance of the role of family 

economic education and economic literacy in shaping sustainable, adaptive, and 

innovative businesses in the midst of dynamic market competition.  
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INTRODUCTION 

Economic growth reflects a country's ability to improve the welfare of its people, 

where the higher the growth, the greater the potential for improving living standards. 

Indonesia, with a population of more than 270 million people, faces the challenge of 

unemployment that can reduce productivity and welfare. However, data from the Central 

Statistics Agency recorded that the open unemployment rate in February 2024 decreased to 

4.82%, down 0.63% from the previous year. This decline is partly driven by the role of micro, 

small, and medium enterprises (MSMEs) which are strategic solutions to increase inclusion 

and support sustainable economic growth (Murniati et al., 2019; Hari, 2025). 

The MSME sector has a significant contribution to the global and national economy, 

especially in terms of job creation, unemployment reduction, and sustainable economic 

growth (Bella et al, 2024). As the main driver of the economy, MSMEs are able to generate 

innovations and new business opportunities, which directly impact the creation of new jobs, 

thereby helping to reduce the unemployment rate which is one of the main challenges in 

various countries, including Indonesia (Lee & Rodríguez-Pose, 2021; Shepherd et al., 2021; 

Scott, et al., 2020).  

Based on data from the Ministry of Cooperatives and MSMEs in March 2021, 

MSMEs contribute significantly to Indonesia's GDP by 61.07% or worth IDR 8,573.89 

trillion. This shows the crucial role of MSMEs in the national economy and Indonesia's 

overall economic growth. However, along with the rapid growth of MSMEs, the challenges 

in maintaining business sustainability are becoming increasingly complex.  

Business sustainability includes the ability of businesses to survive, grow, and adapt 

to market and technological changes (Maulana & Suyono, 2023). Meanwhile, according to 

Rahayu et al. (2021), business sustainability is the process of running a business that includes 

aspects of growth, development, and implementation of strategies to ensure business 

continuity and expansion. One of the real examples of the strength and challenges of MSMEs 

can be found in the Tempe Sanan Industrial Village, Malang City, a tempe production center 

that has developed for generations and involves approximately 265 business actors with a 

production capacity of 1.5 tons per day. 

Despite having a significant economic contribution, the similarity of products in this 

village triggers high competition and has the potential to cause stagnation of innovation. 

Therefore, business sustainability in Sanan Village is highly dependent on factors that can 

increase business competitiveness and resilience. Previous research has shown that business 

sustainability is influenced by economic literacy, family economic education, innovation 

capabilities, and entrepreneurial competence (Asriani et al., 2021; Cuevas-Rodríguez et al., 

2014; Luo & Cheng, 2023; Margaretha & Hermansyah, 2024). 

Economic literacy allows business actors to understand and manage finances wisely 

(Reynara & Pangestuty, 2023), so that they are able to face risks and make strategic decisions. 

This can encourage the sustainability of a business (Luo & Cheng, 2023). Meanwhile, 

informal economic education that occurs in the family contributes to shaping economic 

values and business ethics from an early age, which is very important in the process of 

regeneration and sustainability of family-based businesses (Asriani et al., 2021; Sahputra, 

2022).  

Innovation capabilities are also a crucial factor to respond to increasingly competitive 

market dynamics (Hoang & Ngoc, 2019; W. Wang, 2022).  Innovation capabilities are not 
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only limited to the creation of new products, but also include improving production processes 

and marketing strategies (Putri, 2022). Unfortunately, the Global Innovation Index 2023 data 

shows that Indonesia is still lagging behind in the global innovation ecosystem, ranking 61st 

out of 132 countries. 

On the other hand, entrepreneurial competence plays an important role in managing 

and developing businesses adaptively and strategically. This is in line with the Dynamic 

Capability Theory (DCT) approach which emphasizes the importance of an organization's 

capacity to integrate, build, and reconfigure competencies to cope with the rapidly changing 

business environment (Teece, 2007; Teece et al., 1997). In addition, the theoretical 

framework of Stimulus-Organism-Response (SOR) (Mehrabian & Russell, 1974), also 

explains how external stimuli such as economic literacy and family economic education 

affect the internal response of business actors in the form of innovation and entrepreneurial 

competence, which can ultimately contribute to the long-term sustainability of the business. 

However, studies that integrate economic literacy, family economic education, 

innovation capabilities, and entrepreneurial competence in the context of traditional MSMEs 

such as Tempe Sanan Industrial Village are still limited. Therefore, this study aims to analyze 

the influence of economic literacy and family economic education on business sustainability 

by mediating innovation capabilities and entrepreneurial competencies, in order to 

understand the dynamics of the sustainability of local MSMEs in Indonesia. 

 

REVIEW OF LITERATURE 

Dynamic Capability Theory (DCT) 

 Dynamic capability theory was first developed by Teece et al. (1997). DCT 

emphasizes the ability of a company to create, build, integrate, and reconfigure knowledge 

and competencies both from the company's internal/external sources to respond to an 

increasingly dynamic competitive environment. DCT has three main components, namely 

the first sensing or recognition, namely the ability to identify opportunities or threats from 

the external environment through market analysis, technology trends, and customer input; 

second, seizing which is the ability to take advantage of existing opportunities by 

strategically allocating resources and developing new products; third, reconfiguration, which 

reflects the ability to adapt structures, business processes, and operational models to changing 

market needs (Teece, 2007). 

Theory Stimulus – Organism - Response (SOR) 

Stimulus-Organism-Response (SOR) theory is an approach in psychology and 

communication that explains how individuals respond to a stimulus based on their internal 

processes. SOR theory was first introduced by Hovland in 1953 in the context of social and 

communication psychology. As the SOR theory progressed, Mehrabian and Russell (1974)  

developed the SOR theory and proposed that the environment acts as a stimulus (S) in 

influencing the internal state of the organism (O), which ultimately results in a response (R). 

Business Sustainability 

Business sustainability is a process of business that includes growth, development, and 

strategies to maintain business continuity and business development (Rahayu et al., 2021). 

Business sustainability is an indicator for a business to continue its business operations and 

compete in the market competitively (Salmanzadeh-Meydani et al., 2023). There are seven 



Indonesian Interdisciplinary Journal of Sharia Economics (IIJSE)                Vol. 9. No. 1 (2026) 

e-ISSN: 2621-606X           Page: 1262-1282 

 

Entrepreneurial Sustainability Pathways: Navigating ….. 1265 

 

indicators of business sustainability according to Dura and Hamdani (2024), namely assets 

owned, amount of turnover, operating profit, production volume, sales costs, number of 

employees, and business location. 

Economic Literacy 

Economic literacy is the ability of individuals to evaluate various alternatives in 

understanding and solving economic problems, analyze costs and benefits, assess the impact 

of changing economic conditions and public policies, collect and manage economic data, and 

consider advantages and disadvantages (Gerek & Kurt, 2011). There are 3 indicators of 

economic literacy according to Gerek and Kurt (2011), namely economic knowledge, 

economic rationality, and economic planning. 

Family Economics Education 

Family economics education is a learning process that aims to improve the 

knowledge, skills, and attitudes of family members in managing economic resources 

effectively and sustainably (Wulandari et al., 2021). Knowledge transfer creates new 

knowledge that is then used to revitalize past ways of working.  There are 4 indicators of 

family economic education according to Wahyono (2001), namely example, habituation, 

discussion and communication, and rationality of consumption. 

Innovation Capability 

Innovation Capability is the ability of a person to generate new ideas, develop 

innovations, and implement changes to improve processes, products, services, and 

organizational structures (Saunila, 2014). Factors that shape innovation capabilities include 

knowledge sharing, organizational culture, customer engagement, and resource management 

(Zhang & Hartley, 2018). There are 4 indicators of innovation capability, namely product 

innovation, process innovation, marketing innovation, and organizational innovation 

(Manual, Oslo, 2005). 

Entrepreneurial Competency 

Entrepreneurial competence refers to the ability possessed by individuals to start and 

manage businesses effectively and efficiently, which is ultimately able to produce success in 

the business world. Entrepreneurial competence is the ability that a person has in the creation 

of business activities (Hidayat & Citra, 2020). There are 4 indicators that determine 

entrepreneurial competence according to Suryana (2013), namely practical competence, 

marketing competence, financial management competence, and competence in managing 

personal relationships. 

 

RESEARCH METHOD 

The research design used is explanatory research with a type of quantitative analysis 

approach. Explanatory research is research that explains the relationship of each variable 

being studied and the influence between each variable and another. This study aims to find 

the influence of the variables of economic literacy (X1), family economic education (X2), on 

business sustainability (Y) mediated by innovation capabilities (Z1) and entrepreneurial 

competence (Z2).  

The population in this study is tempe/tempeh chips business owners in the Tempe 

Sanan Industrial Village, Malang City, which totals 265 people based on data from the 

Malang City Tempe, Tofu, and Tempeh Chips Association in 2024. Sampling in the study 

used a probability sampling  technique with a simple random sampling type. The sample size 
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was calculated using a sample size calculator with a 5% margin of error and a 95% confidence 

level, resulting in a total of 158 participants for this study. 

The measurement of variables in the study used a questionnaire with a likert scale of 

1-5 for variables X2, Z1, Z2, and Y. Meanwhile, for variable X1, a test was used in the form 

of multiple-choice questions. Data analysis and hypothesis testing in this study used  the 

Structural Equation Model (SEM) approach based on Partial Least Square (PLS) using the 

SmartPLS 4.1 application.   

Research Hypothesis   

Based on the theoretical studies and empirical studies previous research, the hypothesis 

proposed in this study is as follows: 

- H1 : Economic literacy has a significant positive effect on business sustainability in 

Tempe Sanan Industrial Village 

- H2 : Family economic education has a significant positive effect on business 

sustainability in Tempe Sanan Industrial Village 

- H3 : Economic literacy has a significant positive effect on innovation capabilities in 

Tempe Sanan Industrial Village 

- H4 : Family economic education has a significant positive effect on innovation 

capabilities in Tempe Sanan Industrial Village 

- H5 : Innovation capabilities have a significant positive effect on business sustainability 

in Tempe Sanan Industrial Village 

- H6 : Economic literacy has a positive effect on entrepreneurial competence in Tempe 

Sanan Industrial Village 

- H7 : Family economic education has a positive effect on entrepreneurial competence in 

Tempe Sanan Industrial Village 

- H8 : Entrepreneurial competence has a positive effect on business sustainability in Tempe 

Sanan Industrial Village 

- H9 : Economic literacy has a significant positive effect on business sustainability 

mediated by innovation capabilities in Tempe Sanan Industrial Village 

- H10 : Family economic education has a significant positive effect on business 

sustainability mediated by innovation capabilities in Tempe Sanan Industrial Village 

- H11 : Economic literacy has a significant positive effect on business sustainability 

mediated by entrepreneurial competence in Tempe Sanan Industrial Village 

- H12 : Family economic education has a significant positive effect on business 

sustainability mediated by entrepreneurial competence in Tempe Sanan Industrial Village 

Research Framework 

The thinking framework describes the influence between independent variables on 

bound variables, namely the influence of the variables of economic literacy (X1), family 

economic education (X2), on business sustainability (Y) mediated by innovation capabilities 

(Z1) and entrepreneurial competence (Z2) in Tempe Sanan Industrial Village, Malang City. 

The relationship between the variables of economic literacy, family economic education, 

business sustainability, innovation capabilities and entrepreneurial competence is presented 

in the following chart: 
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Figure 1.  

Conceptual Framework 

RESULTS AND DISCUSSION 

Descriptive Statistical Analysis 

Descriptive statistical analysis of each statement item contained in the research 

instrument aims to describe the tendency of respondents' answers to indicators representing 

variables X1, X2, Z1, Z2, and Y. The frequency distribution of variable indicator items is 

presented in the following table. 

Table 1.  

Frequency Distribution 

No Item Item Mean 

X2.1.1 Learning in financial action 4,429 

X2.1.2 The importance of saving 4,375 

X2.1.3 Priority needs 4,312 

X2.2.1 Financial management 4,242 

X2.2.2 Family emergency fund 4,117 

X2.3.1 Parental openness 4,085 

X2.3.2 Financial planning for the future 3,984 

X2.3.3 Family finance discussion 3,906 

Z1.1.1 New product development 3,851 

Z1.1.2 New product variations 3,843 

Z1.1.3 Innovate according to customer needs 3,906 

Z1.2.1 Quality of work process 3,664 

Z1.2.2 Adaptation of technology in the production process 3,539 

Z1.2.3 Production cost efficiency 3,679 

Z1.3.1 Use of digital media in marketing 3,695 
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Z1.3.2 Creative marketing 3,718 

Z1.3.3 New marketing channels 3,851 

Z1.4.1 Organized work structure 3,742 

Z1.4.2 Financial management system 3,648 

Z2.1.1 Production skills 4,312 

Z2.1.2 Understanding business licensing 3,937 

Z2.2.1 Promotion strategy 3,828 

Z2.2.2 Understanding of market trends 3,757 

Z2.2.3 Identify target customers 3,843 

Z2.3.1 Budgeting 3,539 

Z2.3.2 Understanding of financial statements 3,726 

Z2.3.3 Investment from business profits 3,742 

Z2.4.1 Relationships with customers and business partners 3,945 

Z2.4.2 Collaboration 4,007 

Y1.1.1 Asset management 4,007 

Y1.1.2 Monitoring of asset value and condition 3,859 

Y1.1.3 Use of assets for productivity 3,914 

Y1.2.1 Profit investment for business development 4,085 

Y1.2.2 Operational cost efficiency 3,750 

Y1.2.3 Consistency of profit for sustainability 3,765 

Y1.3.1 Production capability 3,976 

Y1.3.2 Evaluation of the production process 3,859 

Y1.3.3 Fulfillment of production targets 3,765 

Y1.4.1 Employee Needs Meet 3,703 

Y1.4.2 Recruiting employees according to business needs 3,859 

Y1.4.3 Employee productivity 3,812 

Source: Results of Researcher Data Processing (2025) 

Based on the results of the descriptive statistical analysis presented in Table 1, 

information was obtained that all statement items in the research instrument had an average 

value (mean) in the range of 3.5 to 4.4 so that they were at a high/good level (Solimun et al., 

2017). This indicates that most respondents give a positive assessment of the statements 

submitted. 

Data Analysis Results 

Measurement Model Test (Outer Model) 

In the measurement model test, there are 3 tests carried out, namely convergent 

validity, disriminant validity, and reliability. Here is the output generated by the Smart PLS 

software version 4.1. 
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Figure 2.  

Measurement Model 

 

Convergent Validity Test 

Questionnaire items can be categorized as valid if the loading factor value > 0.70. 

The results of the convergent validity test are shown in the following table. 
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Source: Results of Researcher Data Processing (2025) 

 

Based on the results of the convergent validity test presented in Table 2, the variables 

of economic literacy (X1), family economic education (X2), innovation capability (Z1), 

entrepreneurial competence (Z2), and business sustainability (Y) as a whole have a loading 

factor value greater than 0.70 so that they can be categorized as valid. 
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Discriminant Validity 

Source: Results of Researcher Data Processing (2025) 

Based on Table 3 of the Fornell-Larcker Criterion, the overall AVE value of each 

variable is greater than the correlation value between the indicators. This shows that each 

variable can explain a good construct and can distinguish other constructs in the model. 

Reliability 

 
Source: Results of Researcher Data Processing (2025) 

The results of the reliability test in Table 4 show that all variables have a Cronbach's 

Alpha value above 0.70. In addition, the composite reliability value also shows a value of 

more than 0.70, thus strengthening the evidence that the research instrument is effective in 

measuring each variable. Furthermore, the AVE value is mostly greater than 0.5 which means 

that the indicators in each variable are able to explain the construct well. 

Structural Model Test (Inner Model) 

R-square 

Source: Results of Researcher Data Processing (2025) 

Based on Table 5, it shows that the R-square adjusted value of the business 

sustainability variable is 0.560. This indicates that the variables X1 and X2 are able to explain 

the variable Y by 56.2% or moderate. Furthermore, the R-square adjusted value of the 

innovation capability variable is 0.514, this shows that the X1, X2, and Y variables are able 

to explain the Z1 variable by 51.4% so it is considered moderate. While the R-square adjusted 
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value of the entrepreneurial competency variable (Z2) is 0.258, this shows that the variables 

X1, X2, and Y are able to explain the Z2 variable by 25.8% so it is considered weak. 

F-square 

Source: 

Results of Researcher Data Processing (2025) 

The level of direct influence is seen based on the value of f-square. The variable X1 

has a weak influence on Y. X1 has a high influence on Z1. X1 has a weak influence on Z2. 

Furthermore, X2 has a weak influence on Y. X2 has a moderate influence on Z1. X2 has a 

moderate influence on Z2. Furthermore, Z1 has a weak influence on Y, and Z2 has a weak 

influence on Y. 

Hypothesis Test 

 

Source: Results of Researcher Data Processing (2025) 

Based on the results of the hypothesis test shown in Table 7, it is known that out of a 

total of 12 hypotheses submitted, as many as 10 hypotheses were accepted because they had  

a p-value below 0.05 and  a significant t-statistics value. Meanwhile, two hypotheses, namely 
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H6 and H11, were rejected because  the p-value was above 0.05 (0.084 and 0.123), 

respectively, so the influence proposed in the two hypotheses was not statistically proven. 

The Influence of Economic Literacy on Business Sustainability 

Economic literacy has been proven to have a significant positive effect on business 

sustainability in Tempe Sanan Industrial Village, Malang City, which is reflected in the 

ability of business actors to manage their businesses sustainably. Theoretically, these 

findings are in line with the SOR theory, where economic literacy acts as a stimulus (S) 

through exposure to information, education, and economic experiences that affect organisms 

(O), namely business actors, in critical thinking, evaluating finances rationally, and realizing 

business risks. The response (R) that emerges is in the form of tangible actions such as 

strategic decision-making, product innovation, and operational efficiency.  

The results of this study are also supported by research conducted by Reynara and 

Pangestuty (2023) which states that high economic literacy can positively affect business 

sustainability. Good economic literacy allows businesses to make wise financial decisions, 

understand market risks and opportunities, and manage resources more efficiently, which 

ultimately encourages the sustainability of their business in the long term (Dura & Hamdani, 

2024).  

The Influence of Family Economic Education on Business Sustainability 

Family economic education has been proven to have a positive and significant effect 

on business sustainability, where the role of the family as the first informal education unit 

encourages the formation of a strong economic foundation from an early  age (Sahputra, 

2022). In the perspective of SOR theory, family economic education acts as an external 

stimulus that triggers cognitive and emotional processes in business actors. The inherited 

entrepreneurial values and knowledge strengthen the organism, namely the formation of an 

entrepreneurial mental attitude and the ability to adapt to business dynamics. The resulting 

response is in the form of concrete actions in maintaining business sustainability, reflecting 

the contribution of family economic education in shaping the character of business actors 

who are resilient and resilient to challenges. 

 The results of this study are in accordance with the results of other studies which also 

explain that an individual who has received family economics education from an early age is 

better prepared to manage resources in a business that ultimately contributes to long-term 

economic resilience and stability (Dyahfirdania & Nurlaili, 2023; Kristian et al., 2024). 

The Influence of Economic Literacy on Innovation Capabilities 

Economic literacy has a significant positive effect on innovation capabilities, because 

a good understanding of economics allows business actors to identify the added value of key 

products such as tempeh, diversify processed creatively, and capture wider market 

opportunities. From the perspective of Dynamic Capability Theory (DCT), this can be seen 

through  the sensing process  when business actors are able to recognize product potential 

and consumer trends, seizing when these opportunities are utilized through product 

development and marketing strategies, and reconfiguring when business actors adjust 

operational structures, such as switching to digital platforms or adapting production 

processes to remain relevant to changing environments business. 

This is in line with the results of research that show that individuals with a good 

understanding of economics can be better able to identify opportunities in the midst of 
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challenges, evaluate risks, and formulate effective strategies to create innovative solutions 

(McCowage & Dwyer, 2022; Senda et al., 2020).  

The Influence of Family Economics Education on Innovation Capabilities 

Family economic education has been proven to have an effect on the innovation 

capabilities of tempeh and tempeh chips business owners in the Tempe Sanan Industrial 

Village. This industry has carried out knowledge transfer between generations through family 

economic education. For example, knowledge about how to process tempeh that has been 

inherited from generation to generation is reprocessed in the form of product innovations 

such as new flavor variants, more attractive packaging designs, and online sales strategies 

through digital platforms.  

The innovation capabilities formed through family economic education are reflected 

in various aspects, such as product development, production process efficiency, adoption of 

digital marketing technology, and the preparation of a more adaptive managerial system. 

Discussion and communication in the family also encourage the exploration of new ideas in 

business. These findings are in line with previous research that shows that family economics 

education plays an important role in equipping individuals with skills and knowledge that 

support their contribution to innovation in business (De Massis et al., 2013; Legenzova & 

Leckė, 2021; Lei & Hock, 2020). 

The Influence of Innovation Capabilities on Business Sustainability 

Innovation capabilities have proven to have a significant positive effect on business 

sustainability in Tempe Sanan Industrial Village, because it is able to strengthen product 

competitiveness and operational efficiency as an adaptive strategy to face market changes 

and consumer needs. These innovations increase product attractiveness, strengthen 

competitive positions in local and digital markets, and become a strategic element in 

extending the business life cycle in a sustainable manner.  

This is also strengthened by the results of research which suggest that innovation 

capabilities have a significant influence on increasing business resilience to changes in the 

external environment, while encouraging long-term growth through product differentiation 

strategies, quality improvement, and operational efficiency (Esen, et al., 2023; Rahayu, et al., 

2021; Somwetee, et al., 2023). 

The Influence of Economic Literacy on Entrepreneurial Competence 

Economic literacy does not have a significant positive effect on entrepreneurial 

competence, because even though business actors have a good understanding of economics, 

these skills have not been fully applied in entrepreneurial practices. This gap may be caused 

by hereditary business patterns, limited time and resources, and lack of applicable training.  

The results of this study are not in accordance with the results of research that suggest 

that economic literacy has a significant influence on entrepreneurial competence, because 

economic literacy provides the basis of knowledge and skills needed to develop 

entrepreneurial skills (Andriamahery & Qamruzzaman, 2022; J. Wang & Mangmeechai, 

2022). 

The Influence of Family Economics Education on Entrepreneurial Competence 

Family economic education has a significant positive effect on entrepreneurial 

competence, because economic values that are habitualized in the family environment, such as 

financial management, decision-making, and leadership, form the basis for mature and adaptive 

entrepreneurial skills.  
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The results of this study are supported by the results of research conducted by 

Wicaksono et al., (2024) and Margaretha & Hermansyah, (2024) which suggest that families 

that support the exploration of new ideas and provide encouragement to entrepreneurial 

initiatives can foster confidence, discipline and responsibility which are key elements in 

entrepreneurial competence. In addition, children with significant family economic education 

are better prepared to face the complexity of the challenges of starting and running a business 

thereby improving their entrepreneurial competence (Botha & Taljaard, 2021). 

The Influence of Entrepreneurial Competence on Business Sustainability 

Entrepreneurial competence has been proven to have a significant positive effect on 

business sustainability. These competencies include the ability to strategically plan, decision-

making, take advantage of opportunities, and have the courage to innovate. Business actors 

with high competence tend to have optimal business performance and are able to maintain their 

business in the long term. The results of this study are in line with the Stimulus-Organism-

Response (SOR) theoretical framework which emphasizes the importance of a series of 

psychological and communication processes in building business sustainability. 

The results of this study are in line with the results of research conducted by  Hamzah 

& Othman, (2023) also support the results of this research, namely a person's entrepreneurial 

ability based on knowledge, skills, attitudes from learning outcomes and experiences based 

on past experiences, and maturity will affect the success of the business carried out which 

can subsequently support business sustainability. 

The Influence of Economic Literacy on Business Sustainability through Innovation 

Capabilities 

Economic literacy has a significant positive effect on business sustainability through 

innovation capabilities, because in addition to directly influencing business decision-making, 

economic literacy also encourages the emergence of innovative thinking that strengthens 

business sustainability and growth. Individuals with good economic literacy are better able to 

carry out the sensing, seizing, and reconfiguring processes  as described in dynamic capability 

theory, so that innovation capabilities act as intermediaries that connect economic literacy with 

business sustainability in the face of competitive market dynamics.  

In addition, this is also strengthened by the results of previous research which states 

that in order for a business to be able to survive in the face of increasingly dynamic market 

competition, it must continue to innovate following changes in consumer trends, 

technological developments, and digital marketing dynamics (Akbar et al., 2023; Garba et 

al., 2022).  

The Influence of Family Economic Education on Business Sustainability through 

Innovation Capabilities 

 Family economic education has a significant positive effect on business sustainability 

through innovation capabilities, because the habituation of economic values from an early age 

forms a creative and adaptive way of thinking in the face of market changes. The family 

environment encourages the growth of innovation capabilities which is an important bridge in 

creating dynamic and relevant businesses. These findings are in line with the DCT framework, 

which shows that family economic education contributes indirectly to business sustainability 

through strengthening the innovation capabilities of business actors in Tempe Sanan Industrial 

Village. 
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Family economic education has a strategic role in shaping innovation capabilities that 

directly affect business sustainability (Rezaee, 2016; Yan, 2023). Economics education in 

the family sphere that teaches about effective financial management, leadership, and rational 

decision-making (Ahmad & Yaseen, 2018), can encourage practical economic skills and 

foster an entrepreneurial mindset (Fei & Tee, 2024; Rahmatullah, et al., 2020). 

The Influence of Economic Literacy on Business Sustainability through Entrepreneurial 

Competence 

Economic literacy does not have a significant positive effect on business sustainability 

through entrepreneurial competence, because mastery of economic concepts without 

experience, mentoring, and applicative learning is not enough to form functional competencies. 

These findings reflect the gap between knowledge and its application in daily business 

practices. Limited time, energy, and resources cause business actors to focus more on daily 

production activities, so there is little room for managerial reflection or development planning. 

Without the support of an adequate mentoring and training system, economic literacy does not 

develop into entrepreneurial competencies that are able to encourage optimal business 

sustainability. 

The results of these findings are not in line with the results of research conducted by 

Adewumi & Cele, (2023)  which states that economic literacy provides a strong foundation 

for the development of entrepreneurial competencies, such as the ability to analyze market 

opportunities, face risks wisely, and manage teams effectively. In addition, other research 

that is also not aligned with this study suggests that individuals with higher economic literacy 

tend to be more involved in entrepreneurial activities, which can produce sustainable business 

outcomes (Kaban and Safitry 2020; Wibowo et al. 2023). 

The Influence of Family Economic Education on Business Sustainability Through 

Entrepreneurial Competence 

Family economic education has a significant positive effect on business sustainability 

through entrepreneurial competence. Economic values and practices instilled in the family 

shape individual internal competencies that are relevant to the needs of the business world. 

This process is in line with the theory of Stimulus-Organism-Response (SOR), where family 

education as a stimulus forms entrepreneurial competencies or organisms which then results in 

business sustainability which is reflected in the ability of business actors to maintain their 

business existence and continue to develop sustainably. 

The results of this study are in line with previous studies that show that family 

economics education not only equips individuals with basic economic understanding, but 

also forms attitudes, beliefs, and skills that support entrepreneurial competence (Destiana et 

al., 2023). Learning about economic values such as financial management, budget planning, 

decision-making, and resource efficiency in an informal but consistent manner through 

example, habits, and communication can form a rational and resilient frame of mind in 

dealing with economic risks  (Dyahfirdania & Nurlaili, 2023; Mamun et al., 2019; 

Rahmatullah et al., 2020). 

 

CONCLUSION 

Based on the results of the discussion, it can be concluded that the business 

sustainability of MSME actors in Tempe Sanan Industrial Village, Malang City is 

significantly influenced by economic literacy, family economic education, innovation 
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capabilities, and entrepreneurial competence. Economic literacy and family economic 

education play a role both directly and indirectly through strengthening innovation 

capabilities and entrepreneurial competence. Innovation capabilities encourage adaptation to 

market dynamics, while entrepreneurial competence is the basis for decision-making and 

business management. These findings affirm the importance of strengthening education, both 

formal and informal in the family, as a foundation for creating sustainable, resilient, and 

adaptive businesses in the modern era. 

Researchers are further advised to explore other factors that might mediate or 

moderate the relationship between economic literacy, family economic education, and 

business sustainability, such as government policy support, access to technology, or social 

enterprise networks. In addition, further research is also recommended to involve a larger 

and more diverse number of samples, so that the results obtained are more representative and 

can be generalized to a wider context. 
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