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Abstract

This study aims to analyze how the financial performance of MSMEs in Umbulharjo District, Yogyakarta can be
improved through financial literacy, financial inclusion, and entrepreneurial orientation. This study uses a
quantitative approach with data collection through questionnaires distributed to 130 MSMEs in the Umbulharjo area.
The data obtained were analyzed using the Smartpls application version 4. The results of the study indicate that
financial literacy has a significant influence on the financial performance of MSMESs, while financial inclusion does
not have a significant effect. Meanwhile, entrepreneurial orientation is proven to have a positive and significant
influence on the financial performance of MSMEs in Umbulharjo.
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INTRODUCTION

Indonesia is rich in natural resources, and one of the rapidly growing business sectors is Micro, Small, and
Medium Enterprises (MSMEs). The rapid increase in the number of MSME:s is considered a positive indicator for
national economic growth (Konstatinus, 2024). Many MSMEs still do not understand the importance of financial
records in managing their businesses. One of the main obstacles faced is the lack of a clear separation between
personal and business finances, which has the potential to affect the financial stability of their businesses. Despite
the various challenges faced, MSME:s still play a strategic role in building the foundation of the regional and national
economy. As stated in Law No. 20 of 2008 concerning MSMEgs, this sector needs to be empowered as an integral
part of the people's economy because it has a strategic position, role, and potential to create a more balanced,
developed, and equitable economic structure. Empowering MSMEs is one of the main keys to creating a more
inclusive business ecosystem, encouraging economic growth, increasing income equality, and opening more job
opportunities for the community. Thus, empowering MSMEs contributes to economic growth, income equality, job
creation, and poverty alleviation in the face of global economic dynamics (Fransisecus et al. 2024).

The role of MSME:s in driving Indonesia's economic development is undeniable. This sector's enormous
potential opens up opportunities for market and industrial development, particularly in the real sector. However, in
practice, the challenge for MSME growth often stems from the limited financial literacy of business owners
themselves. Previous studies have revealed that financial literacy levels among MSMESs remain low, indicating a
lack of knowledge about effective financial management. This situation emphasizes the importance of financial
literacy for MSMEs to enable their businesses to grow and develop optimally (Rosdiana & Nawawi, 2023). In the
current era of globalization, Micro, Small, and Medium Enterprises (MSMEs) play a crucial role in a country's
economic development. In Indonesia, MSMEs are the backbone of the national economy due to their significant
contribution to Gross Domestic Product (GDP) and employment (Naili, 2024). However, despite the increasing
number of MSMEs, many business owners still face various challenges in managing their finances effectively. One
of the main obstacles is a lack of understanding regarding financial management, including financial records that are
not well structured and difficulties in separating business finances from personal finances (Farhatun, 2024). Lack of
financial literacy is a major challenge for MSMEs, particularly in preparing financial reports in accordance with
accounting standards. The ability to prepare financial reports is crucial for business sustainability, as proper record
keeping allows MSMEs to understand the amount of funds spent, profits earned, and plan resource allocation more
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effectively (Zulkifli et al., 2023). Various studies highlight the importance of preparing financial reports for MSME
performance, finding that good financial record keeping has a positive and significant impact on business
management effectiveness and business growth. However, research results (Rahma et al., 2021) indicate that the
ability to prepare financial reports does not always significantly impact MSME performance, indicating that other
factors also play a role in the sustainability of small and medium enterprises. Financial literacy provides an
understanding of financial concepts and products as well as the ability to recognize financial risks (Inggrid, 2022).
With the right information, a person can make wiser financial decisions according to their needs. Financial literacy
influences a person's way of thinking about financial conditions and contributes to more strategic decision-making
for business owners (Fransisecus et al. 2024). However, achieving optimal financial performance does not only
depend on financial literacy, but is also influenced by financial behavior that reflects how individuals manage and
control their assets. According to Lusardi (2010:12) in (Konstatinus, 2024), financial behavior is a way of managing
and controlling finances and assets owned for all current and future living needs productively. Research conducted
by (Kurniawan et al., 2020) shows that the better the financial management behavior of MSME actors, the better
their financial performance. Therefore, when making financial decisions, it is important to consider information
rationally to obtain more optimal results.

Besides financial literacy and behavior, other factors contributing to improved MSME performance are
business experience and financial inclusion. According to Bhakti et al. (2024), a person's level of work or business
experience reflects their quality and productivity in running a business. Meanwhile, financial inclusion, which aims
to expand individual and business access to financial services such as banking, loans, insurance, and investment,
plays a role in improving MSME financial performance (Desyana et al., 2023). Financial inclusion is the right of
every person to have access to and full services from financial institutions in a timely, convenient, informative, and
affordable manner. Business actors in managing their businesses will be greatly assisted by financial inclusion,
starting from the dimensions of access, usage, and quality (Igbal, 2020). Most MSMEs in Indonesia have difficulty
accessing external financing due to strict requirements (Ministry of Finance, 2022). Despite this, they are starting to
turn to fintech services as an alternative source of funding. Unfortunately, only a small number of MSMEs utilize
financial technology services.

Financial literacy also plays a crucial role in MSME performance, enabling them to manage their finances
more wisely, increase their competitiveness, and overcome financial challenges. The financial literacy index in
Indonesia continues to increase, but many still lack adequate understanding. In the context of MSMEs,
entrepreneurial orientation is a key factor in business development. This concept encompasses aspects of innovation,
proactivity, and risk-taking (Dira et al., 2024). By implementing an entrepreneurial orientation, MSMEs can continue
to grow and face business challenges with more adaptive strategies. Entrepreneurial orientation is a distinct yet
complementary strategic orientation. Entrepreneurial orientation prioritizes the philosophy and behavior of
proactively detecting the industrial environment, including market information and competitor strategies, to innovate
and respond to customer needs. In principle, entrepreneurial orientation emphasizes the willingness of MSMEs to
continuously innovate. This innovation is not only related to creating new products but also innovations in access to
information and finance (Firda & Ana 2024).

A gap in this research lies in the relationship between financial literacy and MSME financial performance.
Research by Fransisecus et al. (2024) found that financial literacy had no significant influence on MSME financial
performance. Instead, factors such as market access and business experience were more dominant in determining the
financial success of small and medium enterprises. This finding differs from research by Desyana et al. (2023;
Farhatun, 2024; Ifandi et al., 2024), which concluded that financial literacy plays a significant role and positively
contributes to improving MSME financial performance by helping business actors manage and plan their finances
more effectively. The discrepancies in previous research findings indicate the need for more in-depth studies to
understand how financial literacy affects the financial performance of MSMEs. This study seeks to fill this gap by
exploring the extent to which financial literacy contributes to improving MSMEs' ability to manage their finances,
make more informed business decisions, and maintain their financial stability. With a more comprehensive approach,
this research is expected to provide new insights that strengthen understanding of the importance of financial literacy
for the sustainability and growth of MSMEs. Thus, this study plays an important role in providing a deeper
understanding of the influence of financial literacy, financial inclusion, and entrepreneurial orientation on the
performance of MSMESs and contributes to the development of MSMEs in Indonesia. Based on the importance of
the study of financial literacy, financial inclusion, and entrepreneurial orientation on improving the performance of
MSMESs and the existence of research gaps from previous studies, this study takes the title "IMPROVING MSME

Published by Radja Publika

open/~| access 8283



IMPROVING THE FINANCIAL PERFORMANCE OF MSMES IN UMBULHARJO, YOGYAKARTA THROUGH
FINANCIAL LITERACY, FINANCIAL INCLUSION, AND ENTREPRENEURIAL ORIENTATION
Susana Ema Kelen et al

PERFORMANCE IN UMMBULLHARJO YOGYAKARTA THROUGH FINANCIAL LITERACY, FINANCIAL
INCLUSION AND ENTREPRENEURIAL ORIENTATION.

LITERATURE REVIEW
A. Financial literacy

Financial literacy is defined as knowledge or ability to manage personal finances, as well as financial
understanding of savings, insurance, and investment (Hartina et al 2023). In the research results (Joko & Rokhmat,
2020) concluded 4 indicators of financial literacy as follows: General knowledge of finance, savings, insurance,
investment.

B. Financial inclusion

According to Bank Indonesia, it is everyone's right to have timely access to affordable financial institution
services, provide sufficient information, and maintain user comfort and security (Dira et Al, 2024) In order for
Micro, Small, and Medium Enterprises (MSMEs) to manage their finances efficiently, financial inclusion is very
important (Rania 2023) In developing countries, this is believed to create more equitable economic opportunities.
Financial inclusion. In research (Salik & Masta, 2024) there are 3 indicators of financial inclusion as follows:
Availability of access, products and services, quality and welfare.

C. Entrepreneurial orientation

Entrepreneurial orientation is a crucial factor influencing entrepreneurial success in the digital age. In the
digital era, the challenges and opportunities faced by entrepreneurs are increasingly complex and dynamic, making
entrepreneurial orientation key to effectively exploiting these opportunities (Zulkifli et al., 2023). According to
Rosdiana & Nawawi (2023), there are three indicators of entrepreneurial orientation: innovation, courage, and
ambition.

D. Financial performance

Financial performance is a validated achievement. The procedures a company uses and the results obtained
when offering services or goods to clients are referred to as financial results. Various actions taken with available
financial resources can be used to demonstrate financial efficiency (Farhatun, 2024). According to (Fransisecus et
al., 2024), three indicators for measuring financial performance are as follows: sales volume growth, increased
capital growth, and increased profit growth.

HYPOTHESIS DEVELOPMENT
The Influence of Financial Literacy on Financial Performance

Financial literacy plays a crucial role in helping MSMESs acquire the knowledge, skills, and abilities to make
informed financial decisions and develop strategies for selecting financial services (Della, 2025). MSMEs with
strong financial literacy are able to develop strategic plans, identify opportunities and risks, and obtain adequate
financial access. Furthermore, a solid financial understanding enables MSMEs to navigate business instability with
innovative and targeted solutions, thereby improving their financial performance (Melia et al., 2022). Given the
importance of financial literacy, MSMEs need to learn it to manage their finances effectively. Without adequate
understanding, they risk making inappropriate management decisions based on their existing financial conditions
(Hartina et al., 2023). Research conducted by (Bidasari et al. 2023, 2023; Igbal, 2020; Senda, 2023) shows that
financial literacy has a positive influence on financial performance. In line with these findings, research by (Asriyana
et al., 2024; Florentin et al., 2024; Putri et al., 2025) also confirms the positive impact of financial literacy on the
financial performance of MSMEs.

Based on the above study, the hypothesis in this study can be formulated as follows:

H1: Financial Literacy Has a Positive Influence on Financial Performance.

The Impact of Financial Inclusion on Financial Performance

Financial inclusion plays a crucial role in supporting the smooth operations and sustainability of micro, small, and
medium enterprises (MSMESs). Access to adequate capital is a key factor in a business's success. Through financial
inclusion, MSMEs can gain easier access to formal financial services, such as financing, savings, and digital payment
services, which help streamline various business processes. However, challenges such as limited capital and limited
access to marketing remain significant barriers for many MSMEs (Budi & Faizal, 2024). In addition to financial
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inclusion, financial literacy is also a fundamental aspect of effective business financial management. Financial
literacy is defined as an individual's ability to apply financial management principles, including skills in seeking and
evaluating information, making sound financial decisions, and understanding their impact on the business's financial
condition. Successful development is characterized by the creation of a stable financial system that benefits all levels
of society. In this regard, financial institutions play a crucial role in driving economic growth, income equality,
poverty alleviation, and achieving financial system stability through their intermediaries. However, a rapidly growing
financial industry is not always closely linked to adequate access to financing (Joko & Rokhmat, 2020). Research
conducted by (Annisa & Eddy, 2024) shows that financial inclusion has a positive effect on the financial performance
of MSMEs. In line with these findings, research conducted by (Salik & Masta, 2024) revealed that increasing
financial inclusion can have a positive and significant impact on business financial performance. Research conducted
by (Krismadayanti et al. 2023) also found that financial inclusion has a significant positive effect on MSME financial
performance. Meanwhile, research conducted by (Rahma et al., 2021) (Salik & Masta, 2024) confirmed that financial
inclusion contributes to improving MSME financial performance. These findings indicate that the more open MSME
access to financial services, the greater their opportunities to improve their business financial performance. The
results of this study indicate that if MSMEs want to improve their financial performance, they must improve their
financial literacy and financial inclusion (Desyana et al, 2023).

Based on the above study, the hypothesis in this study is formulated as follows:

H2: Financial Inclusion Has a Positive Impact on Financial Performance

The Influence of Entrepreneurial Orientation on Financial Performance

A strong entrepreneurial orientation is one of the main factors driving improved financial performance of MSMEs.
Research conducted by (Muhamad et al., 2023) shows that entrepreneurial orientation has a positive and significant
influence on MSME performance in Karanganyar Regency. This finding is supported by the results of research by
(Yosi et al., 2021). This positive and significant influence reflects that the better the entrepreneurial orientation and
product innovation implemented, the better the financial performance of MSMESs. Research conducted by (Firda &
Ana, 2024; Muhamad et al., 2023; Muhammad et al., 2024) states that entrepreneurial orientation has a positive
influence on financial performance. This orientation encourages innovation, proactivity in seizing opportunities,
courage to take risks, and efficient resource management, which ultimately increases business competitiveness and
profitability. Based on the description above, the research hypothesis is as follows:

H3: Entrepreneurial orientation has a positive effect on financial performance.
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Sumber: (Ifandi et al, 2024)

METHOD

This study uses quantitative techniques to determine how to improve the financial performance of MSMEs
in Umbullharjo through financial literacy, financial inclusion, and entrepreneurial orientation. The sample used was
130 respondents. A questionnaire with a 5-point Likert scale was used in the survey model data collection procedure
to measure all variable indicators. Purposive sampling was used in the sampling procedure. Furthermore, the data
analysis included testing the outer model, inner model, model fit, and hypothesis testing using SmartPLS software
version 4.
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RESULTS AND DISCUSSION
Respondent Profile

The respondents in this study were grouped by gender, age, occupation, and duration of product use. The

results of the respondent profile analysis are shown below.
Table 1. Profile of research respondents

Characteristics classification amount Presentation

Age 18-25 29 23.3%
26-35 52 40%
36-40 23 7.7%
41-45 10 13.3%
46-50 16

Gender Man 64 49.2%
Woman 66 50.8%

Running a business for 130 100%

2 years

Have 3 employees 130 100%

Domiciled n 30 100%

Umbulharjo

Source: Processed primary data, 2024

Based on the table above, it can be seen that respondents based on gender are predominantly female.
Respondents based on age are predominantly aged 26-235 years. Respondents based on having run a business for 2
years are predominantly male and female respondents, with respondents who already have 3 employees and reside

in Umbulharjo.

Evaluation of Measurement Model (Outer Model)

There are three criteria for using the PLS data analysis technique to evaluate the outer model in this study:
convergent validity, discriminant validity, and composite reliability. The following are the results of the outer model

correction.
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Table 4.1. Outer loading

Variables Cronbach'sAlpha Rho-A Composite Average Variance
Reliability Extracted(AVE)
Financial inclusion 0.820 0.830 0.894 0.739
Financial performance 0.776 0.786 0.870 0.692
Financial literacy 0.857 0.865 0.903 0.698
Entrepreneurial orientation 0.919 0.920 0.949 0.862

Source: SmartPLS 4.0 processed data
Based on the table above, each variable has shown validity and reliability with an AVE (Average Variance
Extracted) value of 0.50 and a Composite Reliability value of 0.7.

a. Convergent validity

The concept of convergent validity (CV) in reflective research uses the relationship between construct
scores and scores/components to evaluate indicators. A significant association is indicated if the correlation
between the constructs in their measurements is greater than 0.70 (Thoriq et al., 2024). However, at the beginning
of a study, factor loading values can still be considered credible if their interpretation is greater than 0.55 (Rahayu
et al., 2025).

Table 4.7 Outer Loading
Financial inclusion Financial Financial literacy ~ Entrepreneurial
performance orientation

1K1 0.771

IK2 0.892

IK3 0.909

KK1 0.771

KK2 0.866

KK3 0.854

LK1 0.826

LK2 0.875

LK3 0.805

LK4 0.835

OK1 0.954

OK2 0.933

OK3 0.897
Source: SmartPLS 4.0 processed data

Convergent validity is applied to the reflective indicators by examining the correlation between item
scores and construct scores. Measurements using reflective indicators indicate that if there is a change in one of
the construct indicators, then other indicators in the construct will also change, or if the indicator itself is derived
from the model. Based on the above results, it can be concluded that all constructs of brand experience, brand
satisfaction, brand attachment, and brand loyalty are valid data with a value of 0.07 in accordance with the results
above.

b. Discriminant validity

It is an assessment technique for the discriminant validity of the unity between measurements of the same
construct, a research measuring instrument that ensures the concept between different variables and has high and
accurate validity for (Lim, 2024). Measurement of a variable can be said to be valid if each indicator instrument
has a value on the cross loading that is greater than the other constructs.
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Table 4.8 Cross Loadings
Financial inclusion Financial Financial literacy ~ Entrepreneurial

performance orientation
IK1 0.771 0.625 0.665 0.597
IK2 0.892 0.719 0.627 0.802
IK3 0.909 0.718 0.668 0.850
KK1 0.607 0.771 0.605 0.557
KK2 0.701 0.866 0.617 0.752
KK3 0.687 0.854 0.693 0.707
LK1 0.787 0.751 0.826 0.818
LK2 0.558 0.630 0.875 0.561
LK3 0.539 0.591 0.805 0.479
LK4 0.609 0.561 0.835 0.517
OK1 0.860 0.755 0.693 0.954
OK2 0.811 0.772 0.648 0.933
OK3 0.774 0.737 0.687 0.897

Source: SmartPLS 4.0 processed data

It can be seen that all indicators of the financial inclusion variables of financial performance, financial
literacy and entrepreneurial orientation have achieved a cross loading value greater than 0.70 and greater than
other construct indicators, so that it can be shown in the discriminant validation that they have a high correlation.

Table 4. 9 Average Variance Extracted (AVE)

Variables Cronbach'sAlp  Rho-A Composite Average Information
ha Reliability Variance

Extracted(AV

E)
Financial 0.820 0.830 0.894 0.739 Valid
inclusion
Financial 0.776 0.786 0.870 0.692 Valid
performance
Financial literacy 0.857 0.865 0.930 0.698 Valid
Entrepreneurial ~ 0.919 0.920 0.949 0.862 Valid

orientation

Source: SmartPLS 4.0 processed data

Each construct has an AVE value of more than 0.50, with the variables of financial inclusion, financial
performance, financial literacy, and entrepreneurial orientation having AVE values of 0.739, 0.692, 0.698, and
0.862, respectively. The author can conclude that the variables of financial inclusion, financial performance,
financial literacy, and entrepreneurial orientation have the highest AVE, with values above 0.50.

c¢. Composite Reliability
A construct is considered valid or accurate if the composite reliability value is >0.70. Furthermore,
Cronbach's alpha can also be used as a method to test reliability, with a value >0.60 considered reliable (Elen

2021).
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Table 4.10 Composite Reliability

Variables Cronbach'sAlp  Rho-A Composite Average Information
ha Reliability Variance

Extracted(AVE

)
Financial 0.820 0.830 0.894 0.739 Reliable
inclusion
Financial 0.776 0.786 0.870 0.692 Reliable
performance
Financial literacy  0.857 0.865 0.930 0.698 Reliable
Entrepreneurial 0.919 0.920 0.949 0.862 Reliable
orientation

Source: SmartPLS 4.0 processed data

presents a composite reliability value > 0.70, which means that all variables have met the requirements. The financial
inclusion variable has a composite reliability value of 0.894, financial performance has a value of 0.870, financial
literacy has a composite reliability value of 0.930, and the entrepreneurial orientation variable has a value of 0.949.
It can be concluded that this study is reliable. From the outer model evaluation presentation in tables 4.8, 4.9, and
4.10, it is stated that this research model has met the standards and fulfilled the requirements of convergent validity,
discriminant validity, and composite reliability.

Structural Model Test

This test is conducted to analyze the correlation between latent variables and the substantive theory of the
research. This test will produce a value (R2), model fit, and path coefficient values as a basis for testing the hypothesis
(Roemer et al, 2021).

a. Coefficient of Determination (R2)

The R-square is used to describe the effectiveness of the relationship between independent variables and
the dependent variable. A strong R-square value of 0.75 is considered strong, a moderate value of 0.50 is considered
strong, and a weak value of 0.25 is considered weak (Roemer et al., 2021).

Table 4.11 R-square
Variables R Square (R2) R Square Adjusted
Financial performance 0.737 0.730
Source: SmartPLS 4.0 processed data

Based on the R-square test results, the financial performance variable obtained an R-square value of 0.737
and an adjusted R-square value of 0.730. This means that 73.7% of the variation in MSME financial performance
can be explained by financial literacy, financial inclusion, and entrepreneurial orientation, while the remaining 26.3%
is influenced by other factors not examined in this study.

Fit model
The evaluation of this model is determined based on the SRMR value, with the requirement that the SRMR
value be <0.10 to meet the criteria. Furthermore, the NFI value is used to assess the model's fit, with the criterion of
having a high fit if the NFI value approaches 1 (Muhson, 2022). The following is a model fit test.
Table 4. 12 Fit Models

Saturated model Estimated model
SRMR 0.089 0.089
NFI 0.804 0.804

Source: SmartPLS 4.0 processed data

The SRMR of 0.079 < 0.1 in Table 4.13 indicates that the model has successfully met the model fit
requirements. Since the NFI yields a value of 0.825, it can be said to have a good model fit or close to 1.
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Hypothesis Testing
The next step is to analyze the path coefficients to illustrate the significance of the hypothesized correlation
between the variables. This test is performed using bootstrapping techniques to reveal the t-value and p-value for
each path coefficient. The significance criteria for the two-sided test table are 1.65 (sig. 10%), 1.96 (sig. 5%), and
2.57 (sig. 1%) (Waluyo et al., 2024).
Table 4.13 Path Coefficient Values

Original Sample Standard Statistics Pvalues
sample (0) mean (M) deviation (lo/SDEVI)
(STDEYV)
Financial inclusion - 0.213 0.219 0.144 1,475 0.140
financial
performance
Financial literacy — 0.320 0.328 0.092 3,485 0.000
financial
performance
Entrepreneurial 0.394 0.380 0.136 2,891 0.004
orientation —
financial
performance

Source: processed data from Smart PLS 4.0

Based on Table 4.13, the test results show that financial literacy has a significant influence on financial
performance based on the path coefficient value of 3.485 > 1.96 and a p-value of 0.000 < 0.05. This indicates that
financial literacy has a significant influence on financial literacy in MSMEs in Umbullharjo. Based on these findings,
the first hypothesis (H1), which states that financial literacy has a positive effect on financial performance, is
accepted. Furthermore, financial inclusion does not have a significant relationship with financial performance based
on the path coefficient value of 1.475 < 1.96 and p-value of 0.140 > 0.05. This indicates that financial inclusion has
no influence on the financial performance of MSMEs in Umbullharjo. Based on these findings, the second hypothesis
(H2), which states that financial inclusion has a positive effect on financial performance, cannot be accepted. The
final test results show that entrepreneurial orientation has a significant influence on financial performance based on
the path coefficient value of 2.891 <1.96, and p-value 0of 0.004 < 0.05. This illustrates that entrepreneurial orientation
has a significant influence on financial performance in MSMEs in Umbullharjo. Based on these findings, the third
hypothesis (H3), which states that entrepreneurial orientation has a positive influence on financial performance, is
accepted.

DISCUSSION
The Influence of Financial Literacy on Financial Performance

The results of the first hypothesis test (H1) show that financial literacy significantly influences financial
performance. Thus, the first hypothesis (H1) conducted in the research is consistent with previous findings by
(Sulistiany et al, 2022). Obtained from the p-value of 0.049 > 0.05 and stated that financial literacy significantly
influences financial performance, in line with research tested by (Dira et al, 2024) obtained a p-value of 0.098 > 0.05
and stated that financial literacy has a (positive) and significant influence on financial performance. Thus, it can be
concluded that financial literacy has an important role in improving the financial performance of MSMEs. MSME
actors who have a good understanding of financial management, such as financial recording, planning, and control,
will be better able to maintain business stability and increase profits. These results confirm that increasing financial
literacy is not only theoretically relevant but also empirically proven to be able to support the financial success of
MSMEs.

The Impact of Financial Inclusion on Financial Performance

The results of the second hypothesis test (H2) show data if financial inclusion does not significantly affect
financial performance. Thus, the second hypothesis (H2) in the research conducted is consistent with the results of
previous findings by (Putri et al, 2025) obtained from the p-value of 0.654 > 0.05 and stated that financial inclusion
does not significantly affect financial performance, in line with research tested by (Senda, 2023) obtained a p-value
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of 0.784 > 0.05 and stated that financial inclusion does not affect (negative) and is not significant on financial
performance. This shows that although MSMEs already have access to formal financial services, this convenience
has not been utilized effectively to improve their business performance. Many MSME:s still use financial services
only for basic transactions, so it has not had a real impact on the development and improvement of financial
performance.

The Influence of Entrepreneurial Orientation on Financial Performance

The results of the third hypothesis test (H3) show data that entrepreneurial orientation significantly
influences financial performance. Thus, the third hypothesis (H3) carried out in the research is consistent with the
results of previous findings by (Mikharatunnisa, 2025) obtained from the p-value of 0.000 > 0.05 and stated that
entrepreneurial orientation significantly influences financial performance, in line with research tested by (Melia et
al, 2022) obtained a p-value of 0.003 > 0.05 and stated that financial literacy has a (positive) and significant influence
on financial performance. Thus, it can be concluded that a strong entrepreneurial orientation, such as innovating,
daring to take risks, and being observant of opportunities, will help MSMEs improve their business financial
performance.

CONCLUSION
Based on the research results and discussion above, it can be concluded that:
¢ financial literacy has a positive effect on financial performance, accepted.
¢ Financial inclusion does not have a (negative) and insignificant impact on financial performance.
e Entrepreneurial Orientation has a (positive) and significant influence on financial performance.

REFERENCES

Aisyah et al. (2024). Analysis of the Influence of Understanding and Trust on Interest in Becoming a Sharia Insurance
Participant and Public Perception as an Intervening Variable (Jabodetabek Community Study).
Multidisciplinary Scientific Journal, 3(01), 19-29. https://doi.org/10.56127/jukim.v3i01.1132

Al B. et. (2022). Determination of Financial Literacy and Financial Inclusion on the Performance and Sustainability
of MSMEs. Owner, 6(3), 2865—-2874. https://doi.org/10.33395/owner.v6i3.928

Al D. et. (2024). The Influence of Financial Literacy, Payment Gateway, Peer to Peer Lending, and Financial
Inclusion on Financial Performance. 3(3), 972-985.

Al E. et. (2021). The influence of financial literacy, financial inclusion, and financial technology on the financial
behavior of MSMEs in Sekupang District. Management and Business Review, 5(2), 310-324.
https://doi.org/10.21067/mbr.v5i2.6083

Annisa & Eddy. (2024). The Influence of Financial Literacy, Financial Technology, Entrepreneurial Orientation and
Product Innovation on the Financial Performance of MSMEs in Banjarsari District, Surakarta City,
Indonesia” (Tulus Tambunan, 1997/1998) during the global economic crisis that resulted. 1(4).

Asriyana et al. (2024). The Influence of Financial Literacy and Financial Technology on the Financial Performance
of MSMEs. Journal of Business and Economics Research (JBE), 5(2), 178—187.

Assanniyah et al. (2024). The Influence of Financial Literacy and Financial Inclusion on Financial Management of
MSMEs in Tanggulangin District. Dialektika: Journal of Economics and Social Sciences, 9(1), 36—49.
https://doi.org/10.36636/dialektika.v9i1.3917

Bhakti et al (2024). The Influence of Financial Literacy, Educational Background, and Business Experience on
MSME Performance. Multidisciplinary Scientific Journal, 3(3), 351-364.

Bidasari et al. 2023. (2023). The Role of Financial Literacy and Digital Literacy in Improving MSME Performance.
Owner, 7(2), 1635-1645. https://doi.org/10.33395/owner.v7i2.1404

Budi & Faizal. (2024). The Influence of Financial Literacy and Financial Inclusion on MSME Performance in
Banyumas Regency. 9(2), 201-212.

Daniel & Erdianty. (2025). Hierarchy: Scientific Journal of Management and Business ISSN: 2684-9666 E-ISSN:
2684-8503. 87-106.

Della, H. &. (2025). Ecobiology Journal. 14, 56—61. https://doi.org/10.35134/ekobistek.v14i1.881

Desyana et al. (2023). Improving the Financial Performance of MSMEs in Indonesia Through Financial Literacy
and Financial Inclusion. Edunomika, 08(01), 1-10.

Published by Radja Publika

open/~| access 8291



IMPROVING THE FINANCIAL PERFORMANCE OF MSMES IN UMBULHARJO, YOGYAKARTA THROUGH
FINANCIAL LITERACY, FINANCIAL INCLUSION, AND ENTREPRENEURIAL ORIENTATION
Susana Ema Kelen et al

Dewi & Sudaryanto. (2020). Validity and Reliability of the Questionnaire on Knowledge, Attitudes, and Behavior of
Dengue Fever Prevention. SEMNASKEP.

Dira et al. (2024). The Influence of Entrepreneurial Orientation on E-Commerce Adoption on MSME Performance.
4, 48-58.

Farhatun. (2024). THE EFFECT OF DIGITAL FINANCIAL LITERACY AND BUSINESS GROWTH ON THE
FINANCIAL PERFORMANCE OF MSMES IN THE KAMPUNG MARKETER KARANGMONCOL
AREA, PURBALINGGA. In Ayon (Vol. 15, Issue 1).

Firda & Ana. (2024). The Influence of Entrepreneurial Orientation, Product Innovation, and Financial Literacy on
the Performance of MSMEs in Sungai Pinang District, Samarinda City. Locus Journal of Research and
Community Service, 3(1), 54-66. https://doi.org/10.58344/locus.v3il.2415

Florentin et al. (2024). The Influence of Financial Literacy on the Financial Performance of Micro, Small, and
Medium Enterprises (MSMESs) with Financial Management Behavior as an Intervening Variable. 3(4).

Hair, et al. (2013). Partial Least Squares Structural Equation Modeling: Rigorous Applications, Better Results and
Higher Acceptance. Long Range Planning, 46(1-2), 1-12. https://doi.org/10.1016/j.1rp.2013.01.001

Hartina et al. 2023. (2023). Analysis of the Impact of Financial Literacy and Finance on the Financial Performance
of  MSMEs. SEIKO: Journal of  Management & Business, 6(1), 644-651.
https://doi.org/10.37531/sejaman.v6i1.3874

Haryadi et al. (2023). The Effect of Financial Literacy and Financial Behavior on the Performance of MSMEs on
Madura Island. Journal of International = Conference  Proceedings, 6(7), 172-182.
https://doi.org/10.32535/jicp.v6i7.2820

Ifandi et al. (2024). Business Sustainability Model Through Financial Literacy, Entrepreneurial Orientation, and
Financial Performance Mediated by Financial Inclusion. HOMANIS Journal: Halu Oleo Management and
Business, 1(1), 65-83.

Ilham & Edi. (2024). The Influence of Entrepreneurial Orientation, Product Innovation, and Information Technology
on the Financial Performance of Culinary MSMEs in Karanganyar Square. Journal of Management and
Economic Research (Jrime), 2(3), 265-274. https://doi.org/10.54066/jrime-itb.v2i3.2151

Inggrid, et al. 2024. (2022). The Influence of Financial Literacy and Social Media Use on MSME Performance.
Journal of Accounting Research, 12(1), 107—114. https://doi.org/10.29313/jra.v2i2.1279

Igbal. (2020). The Influence of Financial Inclusion, Financial Literacy, and the Ability to Prepare Financial Reports
on the Financial Performance of MSMEs in Tegal Regency. In Paper Knowledge. Toward a Media History
of Documents.

Irawati. (2021). The Influence of Brand Experience and Brand Image on Brand Loyalty of BonCabe Customers in
Jakarta: Customer Satisfaction as a Mediating Variable. Journal of Business Management and
Entrepreneurship, 5(1), 16. https://doi.org/10.24912/jmbk.v5i1.10230

Jimea. (2025). 5552-Article Text-17550-1-10-20250430. 9(1), 3002-3017.

Joko & Rokhmat. (2020). Financial Literacy and Value Added Tax (VAT) in Generation Z. Indonesian Tax Review,
3(1), 24-34. https://doi.org/10.31092/jpi.v3il1.635

Konstatinus et al. (2023). The Influence of Literacy, Sharia Financial Inclusion, and Locus of Control on Financial
Performance in Improving Micro, Small, and Medium Enterprises (MSMEs) in Bandar Lampung City.
Scientific Journal of Islamic Economics, 9(3), 4018—4028. https://doi.org/10.29040/jiei.v9i3.11357

Konstatinus. (2024). The Influence of Financial Literacy on the Financial Performance of Micro, Small, and Medium
Enterprises (MSMESs) with Financial Management Behavior as an Intervening Variable. 3(4).

Kurniawan et al. (2020). The Influence of Financial Literacy on Financial Decisions and Financial Behavior as an
Intervening Variable of Students of the Faculty of Economics and Business, Palangka Raya University.
Journal of Management Science and Organization, 1(1), 50-63. https://doi.org/10.52300/jmso.v1i1.2372

Kusuma & Aldi. (2021). Descriptive Analysis of the Development of Interactive E-Module Learning Media Based
on the Lectora Inspire Application Software. Journal of Building Engineering Education Studies (JKPTB),
07(02), 1-11. https://ejournal.unesa.ac.id/index.php/jurnal-kajian-ptb/article/view/42726

Laiyli et al. (2025). Financial Performance Analysis through Efficiency and Financial Stability Assessment of PT.
Wilmar Cahaya Indonesia in 2019-2024. Simki Economic Journal, 8(2), 417-425.
https://doi.org/10.29407/jse.v8i2.1209

Lim, W. &. (2024). A typology of validity: content, face, convergent, discriminant, nomological and predictive
validity. Journal of Trade Science, 12(3), 155-179. https://doi.org/10.1108/jts-03-2024-0016

Published by Radja Publika

open/~| access 8292



IMPROVING THE FINANCIAL PERFORMANCE OF MSMES IN UMBULHARJO, YOGYAKARTA THROUGH
FINANCIAL LITERACY, FINANCIAL INCLUSION, AND ENTREPRENEURIAL ORIENTATION
Susana Ema Kelen et al

Lubis & Kartika. (2022). The Effect of Financial Literacy on Financial and Capital Management on MSME
Performance. Asean International Journal of Business, 1(1), 77—85. https://doi.org/10.54099/aijb.v1i1.66

Melia et al. (2022). Financial Inclusion and Financial Literacy on the Performance and Sustainability of MSME:s in
Solo Raya. Among Makarti, 14(2), 62—76. https://doi.org/10.52353/ama.v14i2.210

Mikharatunnisa, N. &. (2025). THE ROLE OF COMPETITIVE ADVANTAGE IN MEDIATING THE
INFLUENCE OF ENTREPRENEURIAL ORIENTATION ON MSME PERFORMANCE. The Role of
Competitive Advantage in Mediating the Influence of Entrepreneurial Orientation on MSME Performance.
9(2), 18-23.

Mirzam, L. &. (2025). The Influence of Digitalization, Financial Literacy, and Technology Support.

Muhamad et al. (2023). Analysis of Entrepreneurial Orientation and Product Diversification on Business Success
Through the Business Development Process. Mbia, 21(3), 360-376.
https://doi.org/10.33557/mbia.v21i3.1938

Muhammad et al. (2024). The Role of Entrepreneurial Orientation in Mediating the Utilization of Digital Media and
Entrepreneurial Competence in Improving Business Performance. 7(2), 403—419.

Muhson. (2022). Statistical Analysis with SmartPLS. Yogyakarta State University, 1-34.

Naili, R. &. (2024). The Influence of Financial Aspects, Financial Inclusion, Entrepreneurial Competence and Market
Orientation on MSME Performance (Case Study on Fashion MSMEs in Surakarta in 2023). 2(1), 642—663.

Nasution. (2020). The Influence of Price Perception, Product Design, and Consumer Preferences on Mitsubishi
Xpander Car Purchase Decisions (Case Study of PT. Nusantara Berlian Motor Medan). Angewandte Chemie
International Edition, 6(11), 951-952., 4(3), 5-24.

Nurrwahyuni, A. &. (2020). Journal of Management Science (JMAS). Journal of Management Science ( JMAS ),
1(3), 26-36.

Odumusor et al. (2025). Effect of Financial Literacy on the Performance of Micro, Small and Medium Enterprises
in Calabar, Nigeria. International Journal of Advances in Engineering and Management, 7(7), 115-128.
https://doi.org/10.35629/5252-0707115128

Putra & Rio. (2021). The Influence of Leadership and Competence on Employee Performance Through Employee
Organizational Citizenship Behavior (OCB) as an Intervening Variable at PT. Sawah Solok Company.
Journal of Educational Management and Social Sciences, 2(2), 989-1001.
https://doi.org/10.38035/jmpis.v2i2.767

Putranto & Qiyanto. (2020). The Influence of Price on Purchase Decisions for E-Pulsa Transactions (Case Study at
Indomaret Sudirman Tangerang). Journal of Business Disruption: Scientific Journal of Management Study
Program, Faculty of Economics, Pamulang University, 3(2), 1. https://doi.org/10.32493/drb.v3i2.6292

Putri et al. (2025). The Influence of Financial Literacy and Financial Inclusion on Financial EMBA Journal Vol. 13,
No. 1 January 2025, pp. 241-251. 13(1), 241-251.

Rahayu et al. (2025). The Influence of Talent Management, Career Development, and Work Discipline on Employee
Performance at CV Tekad Jaya Mandiri. 8(4).

Rahma et al. (2021). The Influence of Financial Literacy, Financial Technology, and Financial Inclusion on MSME
Performance in Kupang City. Finance, 6(April), 1-15.

Risa. (2023). UMKM (Managing Small to Large Businesses) (Issue January).
https://www.researchgate.net/publication/390487014

Roemer et al. (2021). HTMT2-an improved criterion for assessing discriminant validity in structural equation
modeling. Industrial Management and Data Systems, 121(12), 2637-2650. https://doi.org/10.1108/IMDS-
02-2021-0082

Rosdiana & Nawawi. (2023). The Role of Islamic Entrepreneurial Orientation and Competitive Advantage in
Improving Marketing Performance (Case Study at Koaki Store). Wawasan: Journal of Management,
Economics and Entrepreneurship, 1(1), 156-166.

Salik & Masta. (2024). The Influence of Financial Literacy and Financial Inclusion on MSME Financial
Management in  Kisaran Barat District, Asahan  Regency. Owner, 8(1), 22-35.
https://doi.org/10.33395/owner.v8i1.1902

Samuel, R. &. (2023). The Influence of Financial Inclusion, Financial Literacy, and Financial Management on the
Performance of MSMEs in Salatiga City. Journal of Economics, Education, and Entrepreneurship, 11(2),
153-168. https://doi.org/10.26740/jepk.v11In2.p153-168

Published by Radja Publika

open/~| access 8293



IMPROVING THE FINANCIAL PERFORMANCE OF MSMES IN UMBULHARJO, YOGYAKARTA THROUGH
FINANCIAL LITERACY, FINANCIAL INCLUSION, AND ENTREPRENEURIAL ORIENTATION
Susana Ema Kelen et al

Senda. (2023). The Influence of Financial Literacy and Financial Inclusion on the Performance of Micro, Small, and
Medium Enterprises (MSMEs). Economics, Finance, Investment and Sharia (EKUITAS), 4(4), 1152—1159.
https://doi.org/10.47065/ekuitas.v4i14.3221

Sugara & Dewantara. (2017). Analysis of Trust and Satisfaction in Using Online Buying and Selling Transaction
Systems (Study on Consumer “Z”). Journal of Business Administration (JAB), 52(1), 8—15.

Sugiono. (2013). Educational Research Methods (Quantitative, Qualitative and R&D Approaches). Alfabeta.

Sugiyono. (2013). Educational research methods using quantitative, qualitative and RD approaches

Sulistiany et al. (2022). A MODEL OF THE ROLE OF AFFECTIVE COMMITMENT IN IMPROVING
LECTURER PERFORMANCE. 4(1).

Sulistiawan et al. (2021). Validity and Reliability of the Organizational Commitment Construct Using a Confirmatory
Factor Analysis (CFA) Approach. Psikostudia: Journal of Psychology, 10(1), 6l.
https://doi.org/10.30872/psikostudia.v10i11.5478

Surjadi et al. (2025). Factors that influence the improvement of financial performance of Micro, Small and Medium
Enterprises in Java Island. 7(6), 4637—4647.

Suyanto. (2022). Financial Performance of Micro, Small, and Medium Enterprises (MSMEs): Financial Inclusion as
Mediation. Dewantara Accounting Journal, 6(1), 1-20.

Thoriq et al. (2024). Lusiana Tulhusnah. Student Entrepreneur, 3(5), 861-875.

Waluyo et al. (2024). Sample data analysis using comparative income research hypothesis testing using ANO VA and
t-test. Economics and Business, 2(30218365), 775-785.

Wayan et al. (2024). The Influence of Financial Literacy, Financial Inclusion, and Financial Efficiency on the
Financial Management Behavior of MSMEs in Buleleng Regency. 400—409.

Yosi et al. (2021). Entrepreneurial Orientation, Product Innovation, and Social Media on Marketing Performance
with Competitive Advantage as Intervening Factors in SMEs in Jambi City. Journal of Applied Management
and Finance, 10(01), 1-15. https://doi.org/10.22437/jmk.v10i01.12175

Zulkifli et al. (2023). Entrepreneurial Success in the Digital Era from an Entrepreneurial Orientation Perspective
(Literature Study). Sanskara Ekonomi Dan Kewirausahaan, 1(02), 81-96.
https://doi.org/10.58812/sek.v1i02.87

Published by Radja Publika

open/~| access 8294



