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This study aims to examine the effect of financial literacy and the use of fintech on the

Abstract sustainability of micro businesses with financial behavior as a mediating variable. The study
was conducted on MSME actors in Jepara Regency with a quantitative approach and
Partial Least Square - Structural Equation Modeling (PLS-SEM) analysis techniques. The
results of the study indicate that financial literacy has a significant positive effect on
business sustainability, and makes a very strong contribution to the formation of financial
behavior. However, financial behavior is not able to be an effective mediator because it has
a negative effect on business sustainability. On the other hand, the use of fintech does not
show a significant effect, either on financial behavior or business sustainability. This finding
emphasizes the importance of synergy between financial understanding, applicative
behavior, and technology adoption to support the sustainability of MSMEs more
comprehensively.
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INTRODUCTION

Micro, Small, and Medium Enterprises (MSMESs) play a vital role in the Indonesian economy,
including in Jepara Regency. According to data from the Jepara Regency Cooperative and
MSME Service, in 2023 there were 81,399 MSME units consisting of 77,173 micro businesses,
3,979 small businesses, and 247 medium businesses. These MSMEs are not only the
backbone of the local economy but also contribute significantly to employment absorption and
poverty reduction in the area. Unissula Repository

Although the number of MSMEs in Jepara Regency has reached more than 77,000 units,
many of them face difficulties in maintaining the sustainability of their businesses. One of the
main causes is the low financial literacy among business actors. A study on furniture MSMEs in
Jepara shows that their level of sharia financial literacy is still moderate, with an average of
71.99%, which reflects limitations in understanding financial management and utilizing formal
financial products (Mustagdfiroh et al., 2024). Adequate financial literacy is very important
because it has been proven to support the ability to make rational and strategic financial
decisions (Gonzalez-Prida et al., 2025), which ultimately directly affects business continuity.
Previous studies have also shown that the influence of financial literacy on the sustainability of
micro-enterprises can vary depending on the local context. In Sumbawa, financial literacy
contributed 35.6% to the sustainability of MSMEs (Sudiyarti et al., 2024) while in Makassar the
influence was not significant due to other dominant factors such as working capital (Budiandriani
et al., 2024). In addition, good financial literacy can increase the effectiveness of financing use
and support strategic business management if combined with accounting skills (Dewi &
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Purwantini, 2023; Hapsoro & Iswara, 2019). This indicates that financial literacy, especially
when integrated

with financial technology (fintech), can be an important factor in strengthening the sustainability
of MSMEs through the formation of healthy and targeted financial behavior.

Fintech such as QRIS has become a potential solution for MSMEs in Jepara to facilitate
transactions, increase administrative efficiency, and expand market access through digital
platforms (Mustadfiroh et al., 2024). Research shows that the adoption of fintech can improve
operational efficiency and business resilience, even the financial well-being of business actors
acts as a mediator in strengthening the relationship between fintech use and business
sustainability (Sharma et al., 2024; Sinuhaji et al., 2024). However, the use of fintech is still
constrained by low digital literacy, concerns about transaction security, and inadequate
infrastructure. Many MSMEs have not made fintech a core part of their business system, so the
potential benefits are not optimal (Agus Widadi & Dwi Puspitasari, 2024). Therefore,
strengthening financial literacy and healthy financial behavior is key to ensuring that the use of
fintech truly has a positive impact on the sustainability of micro-businesses. Financial behavior
has a crucial role in bridging the influence of financial literacy and fintech use on the
sustainability of micro-businesses. Research shows that high financial literacy does not
necessarily guarantee business sustainability if it is not accompanied by good financial
behavior, such as the ability to make financial plans, prepare budgets, and get used to saving
(Sesa et al., 2024). Financial behavior has also been shown to mediate the relationship
between financial literacy and business performance, thus becoming a key factor in the
effectiveness of micro-business management (Budiandriani et al., 2024). In addition, good
working capital management and easy access to formal financial services also encourage
healthy financial practices, which ultimately strengthen business resilience and sustainability
(Hapsoro & Iswara, 2019; Rohila et al., 2024). Thus, positive financial behavior is an important
prerequisite for financial literacy and the use of fintech to provide optimal impacts on the
sustainability of MSMEs. In the context of Jepara Regency, research on the relationship
between financial literacy, fintech use, financial behavior, and the sustainability of
micro-businesses is still limited. Most previous studies only examine the relationship between
the two variables separately. Therefore, this study aims to build a structural model that
integrates these four variables, so that it can provide a more comprehensive understanding of
the factors that influence the sustainability of micro-enterprises in Jepara Regency. By
understanding the influence of financial literacy and the use of fintech on the sustainability of
micro-enterprises, as well as the mediating role of financial behavior, it is hoped that this study
can contribute to efforts to develop MSMEs in Jepara Regency. The results of this study are
also expected to be a basis for local governments and financial institutions in designing
strategies to improve financial literacy and fintech adoption to support the sustainability of
micro-enterprises in the area.

LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT
Financial literacy

Financial literacy has become an important focus in the study of economics and financial
behavior, especially in the context of individual and small business economic resilience.
Financial literacy is defined as a combination of knowledge, skills, attitudes, and behaviors
needed to make wise and responsible financial decisions (Amirtha, 2024; Jalal et al., 2024). The
main components of financial literacy include an understanding of financial products, budgeting
practices, savings, investments, and healthy debt management. This literacy is also influenced
by an individual's self-efficacy and attitude towards money, which have a direct impact on daily
financial behavior (Putranti & Sriariani Tabun, 2024). Awareness of the importance of financial
literacy has increased since the 2008 Global Financial Crisis, which showed how low financial
literacy can exacerbate economic vulnerability, both on an individual and systemic scale.
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However, financial literacy is not evenly distributed across various levels of society. There
are significant disparities based on demographic factors such as gender, age, education level,
and family economic background. Research shows that men tend to have higher levels of
financial literacy than women, and that academic achievement index also contributes to this
difference in literacy levels (Jalal et al.,, 2024). In addition, cognitive biases such as
overconfidence and a preference for short-term gratification can interfere with the effectiveness
of financial decision-making (Jalal et al., 2024). However, some researchers argue that financial
literacy alone is not enough to ensure healthy financial decisions, because structural economic
conditions and unequal access to financial information also play a role in determining individual
and business financial outcomes.

Financial Technology (Fintech)

Fintech, or financial technology, is the result of the integration of digital technology with
financial services that aims to improve access, efficiency, and affordability of the modern
financial system. Fintech products include a variety of innovations such as blockchain
technology that supports secure transactions and decentralized financial systems (Kartal, 2024),
robo-advisors that provide automated asset management services (Ece Cokmutlu, 2023), and
digital wallets that enable practical and fast non-cash transactions (Kartal, 2024). The
development of these products has driven a major shift towards the digital economy and created
new opportunities for segments of society that were previously unreachable by formal financial
services.

One of the main contributions of fintech is to increase financial inclusion, especially in remote
areas and underserved communities. Fintech enables faster and cheaper access to services
such as digital banking and peer-to-peer lending (Zulfa Qur’anisa et al., 2024), as well as
lowering overall transaction costs (Kémurcloglu & Akyazi, 2024). However, this rapid progress
also poses significant challenges, especially in terms of regulation. An adaptive legal framework
is needed to address security risks and consumer protection (Zulfa Qur’anisa et al., 2024), while
the role of central banks is becoming increasingly important in maintaining financial system
stability (Komurcioglu & Akyazi, 2024). Therefore, while fintech offers significant benefits in
expanding financial access and efficiency, its presence must be accompanied by wise
supervision and policies to ensure its impact is truly inclusive and sustainable.

Financial Behavior

Financial behavior refers to how individuals make decisions and manage their financial
resources, which is influenced by financial literacy, lifestyle, and psychological factors. Financial
literacy is one of the main determinants, because it equips individuals with knowledge and skills
in budgeting, saving, and investing in a planned manner (Angelista et al., 2024; Febrianti &
Prima, 2024; Yatiningsih et al., 2024)). Research shows that students with higher levels of
financial literacy tend to have wiser financial behavior, including in managing income and
expenses (Wahyuni et al., 2023). Thus, literacy not only functions as a conceptual foundation
but also as a behavioral guide in daily financial practices.

In addition to literacy, financial behavior is also influenced by lifestyle and psychological
aspects. Hedonistic lifestyle choices, for example, are often associated with impulsive spending
and low savings tendencies (Wahyuni et al., 2023). On the other hand, positive financial
attitudes can encourage healthy financial habits, including discipline in budgeting and investing
(Angelista et al., 2024). Psychological factors such as risk tolerance, cognitive bias, and
emotional influences also play an important role in financial decision making, especially in the
context of investment (A Nayeem et al., 2024). Therefore, a comprehensive understanding of
financial behavior requires a multidimensional approach that includes cognitive, emotional, and
social aspects.

Business Sustainability
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Business sustainability refers to an organization's strategic efforts to ensure long-term
viability by balancing economic performance, social responsibility, and environmental
stewardship. In the context of small and medium-sized enterprises (SMEs), sustainability is
particularly vital due to limited resources and high vulnerability to external shocks. Sustainability
encompasses the organization's ability to maintain essential functions while promoting
resilience, ethical operations, and value creation for stakeholders over time (De Matteis et al.,
2023; Pinto et al., 2022). Achieving sustainability in SMEs requires adaptive and forward-looking
managerial approaches that integrate risk management with innovation and responsible
governance.

To support sustainable practices, various models and frameworks have been introduced,
including sustainability maturity models that help organizations assess their strategic alignment
with sustainability goals (Pinto et al., 2022). Collaborative or multi-stakeholder approaches are
also emphasized to enhance resource sharing, innovation, and collective resilience, especially
in managing social and environmental impacts (Hassel & Cedergren, 2024). In sectors such as
aviation and information technology, sustainability efforts demand special attention due to
systemic risks, regulatory pressures, and technological dependencies (Rakovic, 2024). While
formal sustainability frameworks are valuable, some studies caution that excessive reliance on
rigid systems may limit the agility and creativity of SMEs in navigating evolving sustainability
challenges.

By considering the various theories and empirical findings that have been discussed, it can
be formulated that the relationship between financial literacy, the use of fintech, financial
behavior, and the sustainability of micro-businesses is a system that influences each other.
Financial literacy not only acts as basic knowledge that enables business actors to understand
financial concepts and products, but also as a guide in forming more rational and planned
financial behavior. On the other hand, the use of fintech provides the potential for increasing
efficiency and expanding financial access, although its effectiveness is highly dependent on the
readiness of digital and financial behavior of business actors. Financial behavior becomes a
connecting node between literacy and decision implementation, and has the potential to be a
strengthener or an obstacle to business sustainability depending on the extent to which financial
understanding is translated into real practice.

METHODS

This study uses a quantitative approach with the Partial Least Square - Structural Equation
Modeling (PLS-SEM) analysis method, which is suitable for testing causal relationships between
latent variables and for modeling mediation effects. This study was conducted on
micro-entrepreneurs in Jepara Regency, with a population of active MSMEs spread across
various sectors, such as culinary, crafts, and services. The sampling technique was purposive
sampling with the criteria of micro-entrepreneurs who have used digital financial services for at
least one year and have a minimum of two years of business experience. The number of
respondents analyzed in this study was 100 people. Data collection was carried out through
structured questionnaires that were distributed directly and online. The questionnaire was
compiled based on indicators that had been tested for validity and reliability in previous studies,
with a measurement scale using a five-point Likert. The variables studied included financial
literacy (X1), use of fintech (X2), additional factors (X3), financial behavior (Z), and sustainability
of micro-enterprises (Y). Data processing was carried out using SmartPLS 3.0 software, with
analysis stages including evaluation of the measurement model (outer model) and structural
model (inner model) to test the relationship between variables and the role of mediation.

RESULTS AND DISCUSSION

Structural Model Testing Results (Inner Model)

The structural model was tested to determine the influence between latent variables, namely
financial literacy (X1), use of fintech (X2), additional factors (X3), financial behavior (Z), and
micro-business sustainability (Y). Estimation was carried out using the Partial Least Square
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(PLS) approach through SmartPLS, producing path coefficient values that reflect the strength
and direction of the relationship between variables.

Figure 1. SmartPLS PLS Analysis Result Model
Figure 1 illustrates the results of the path analysis between variables in the structural model.

It can be seen that the path from financial literacy (X1) to financial behavior (Z) shows the
highest coefficient value (0.926) which means a very strong relationship. On the other hand, the
path from financial behavior (Z) to business sustainability (Y) actually shows a negative direction
(—0.451), indicating that although financial behavior is formed from strong literacy, its
implementation in business practices has not yet had a positive impact on sustainability.

Table 1. Path Coefficients Between Variables

Relationship Between Variables | Path Coefficient Description
X1 —>Y 0.450 Positive significant
X1 —-Z 0.926 Positive very strong
X2 -7 -0.030 Negative weak
X3 —>Z -0.023 Negative weak
X3 —->Y 0.412 Positive moderate
Z—-Y -0.451 Negative significant

Source: Processed Data
The table results support the visual interpretation that the direct influence of financial literacy
on business sustainability is quite strong, but when mediated by financial behavior, the direction
of the influence becomes negative. This indicates the possibility of a gap between knowledge
and implementation of financial behavior in business practices.

R-Square Value
The R-square value is used to assess the predictive ability of the model.
Table 2. R-Square Value
Endogenous Variables | R-Square
Financial Behavior (Z) 0.856
Business Sustainability (Y) 0.214
Source: Processed Data

The R-square value for variable Z (financial behavior) of 0.856 indicates that the model is
very strong in explaining variations in financial behavior based on X1, X2, and X3. However, the
R? value for business sustainability (Y) is only 0.214, indicating that this model explains about
21.4% of the variation in Y, the rest is influenced by other variables outside the model.
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Discussion

Based on the results of the structural model test, this study reveals a number of important
findings that are relevant to the hypothesis testing. Financial literacy is proven to have a positive
and significant influence on the sustainability of micro-businesses. This finding supports
previous studies that emphasize the importance of financial understanding in supporting
strategic and rational business decision-making (Gonzalez-Prida et al., 2025; Sudiyarti et al.,
2024). In addition, financial literacy also shows a very strong influence on financial behavior,
strengthening the studies of Angelista et al. (2024) and Wahyuni et al. (2023), which emphasize
that individuals with high literacy tend to show more planned and disciplined financial habits.

However, the relationship between financial behavior and business sustainability shows a
negative and significant direction, indicating a gap between conceptual understanding and
actual practice in the field. These results are inconsistent with previous studies (Budiandriani et
al., 2024; Sesa et al., 2024) which state that healthy financial behavior can strengthen business
resilience. On the other hand, in the context of Jepara, the implementation of immature financial
behavior has the potential to become a burden for MSME actors. As a result, the mediating role
of financial behavior in the relationship between financial literacy and business sustainability
becomes ineffective, even contributing negatively.

Meanwhile, the use of fintech does not show a significant influence on financial behavior or
business sustainability. This finding is in line with the research of Agus Widadi & Dwi Puspitasari
(2024), which highlights that fintech has not become an integral part of micro-business
management, but is only used as a transaction tool. Lack of digital literacy and suboptimal
integration of technology into business practices are the main obstacles. Therefore, the
mediation of financial behavior in the influence of fintech on business sustainability has not been
formed significantly.

In general, this finding shows that financial literacy is still a key factor in strengthening the
sustainability of micro-businesses, while the role of financial behavior and fintech has not
provided an optimal contribution. This study indicates the need to strengthen the implementation
of financial behavior and increase the digital capacity of MSME actors so that financial literacy
and technology can be utilized effectively in supporting business resilience and sustainability.

CONCLUSION

This study aims to analyze the influence of financial literacy and the use of fintech on the
sustainability of micro-enterprises with financial behavior as a mediating variable. Based on the
results of the analysis using the PLS-SEM approach, it was concluded that financial literacy has
a positive and significant effect on the sustainability of micro-enterprises, both directly and
indirectly. However, the mediating role of financial behavior shows a negative influence,
indicating a gap between financial understanding and practice in business operations.
Meanwhile, the use of fintech has no significant effect on financial behavior or business
sustainability, indicating that the integration of fintech in the financial system of MSMEs in
Jepara is still low. Therefore, increasing financial literacy must be balanced with the formation of
applicable financial behavior and optimal utilization of financial technology. The government and
related institutions need to strengthen financial education programs while encouraging the
adoption of fintech more strategically for micro-enterprises.
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