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Abstract: - The significance of financial performance for the survival of SMEs is undeniable, as reflected in 
their contribution to the Gross Domestic Product (GDP). Effectively managing finances is crucial for ensuring 
the future sustainability of SMEs. This research aims to empirically demonstrate two key aspects. Firstly, it 
seeks to provide evidence of the direct influence of financial literacy on the financial performance of SMEs. 
Secondly, it explores the indirect influence of financial literacy on financial performance through the mediation 
of access to finance. A random sampling technique was employed to select 524 SMEs in Palembang City, 
South Sumatra, Indonesia, as the unit of analysis. Data collection, conducted through questionnaires, took place 
from May to July 2023. Structural Equation Modelling (SEM) was utilized for data analysis. The research 
findings indicate a significant positive effect of financial literacy on financial performance. Furthermore, access 
to finance was identified as playing a partial mediating role in the relationship between financial literacy and 
financial performance. The evidence of partial mediation suggests that SMEs stand to achieve higher financial 
performance when they can effectively determine efficient funding sources. This research contributes to the 
understanding of the intricate dynamics between financial literacy, access to finance, and SME financial 
performance, offering valuable insights for both academia and practitioners. The manager of SMEs can select 
appropriate external funding sources requires sound financial decision-making, which is influenced by financial 
literacy. Effective funding choices have an increasing impact on financial performance, which has growing 
sway.   
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1  Introduction 
Small and medium-sized enterprises (SMEs) play a 
vital role in the economic landscape of many 
developing countries, as highlighted by various 
studies, [1], [2], [3]. Indonesia, in particular, has 
experienced a significant contribution from SMEs, 
constituting more than 60% of the Gross Domestic 
Product (GDP), equivalent to IDR 9 trillion, [4]. 

 According to data from the Ministry of 
Cooperatives and Small and Medium Enterprises, 
the number of SMEs in Indonesia has been steadily 
increasing, reaching 65.46 million in 2021 
compared to 64.2 million in 2020 and projected to 
reach 8.71 million in 2022 (Ministry of 
Cooperatives SMEs). This growth is remarkable, 
making Indonesia a leader in the ASEAN region in 
terms of SME-generated GDP.  

However, despite their substantial contributions, 
SMEs face various challenges. These challenges 
include a lack of financial management knowledge 
[5], insufficient capital [6], and difficulties in 
accessing finance [7], [8]. Despite these obstacles, 
SMEs can significantly impact Sustainable 
Development Goal number 8, contributing to 
inclusive and sustainable economic growth. To 
navigate these challenges and maintain business 
sustainability, SMEs must possess financial 
management skills and secure adequate funding 
sources for their activities. 

Financial management is a critical factor for 
ensuring the future sustainability of SMEs, 
necessitating strong financial literacy [7], [8], [9], 
[10] and the ability to access finance from various 
financial inclusions, [1], [11], [12], [13]. Previous 
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research across diverse countries, such as [14] 
Ghana [15], Spain [16], Lesotho [6], India [7], 
South Africa [17], and Indonesia [3], [9], [11], [18], 
has explored the relationship between financial 
literacy and SME performance in various domains. 

Despite the abundance of financial research, the 
remains a need for further investigation into the role 
of financial literacy as a driver of SMEs' financial 
performance. This need persists, particularly as 
SMEs continue to face capital difficulties, despite 
the apparent ease of obtaining financing in the era of 
Industry 4.0. The industrial revolution 4.0 presents 
new opportunities, but SME leaders must have the 
necessary skills to leverage these financial sources 
effectively. While access to finance has been 
identified as influencing the financial performance 
of SMEs [11], [17], [19], [20] and [21],  contrasting 
views exist, [22], [23], [24].  

The research gap identified in existing literature 
revolves around the inconsistency in findings 
regarding the relationship between access to finance 
and financial performance. This inconsistency is 
observed across various industrial sectors, countries, 
and research objects, particularly concerning the 
persistent phenomenon of capital problems faced by 
SMEs. In response to this gap, our research seeks to 
contribute to the existing knowledge in two distinct 
ways. First, we focus on the role of access to finance 
as an intervening variable influencing the 
relationship between financial literacy and financial 
performance. Unlike prior research that 
predominantly explores the direct link between 
financial literacy and financial performance, our 
study delves into the nuanced interplay involving 
access to finance. Second, our research is 
contextualized within the specific setting of SMEs 
in Palembang City, where the unit of analysis is at 
the company or business level. This contrasts with 
the predominant focus in financial literacy research, 
which often centers on individual or household 
analysis. The unique context is further accentuated 
by the backdrop of the COVID-19 pandemic, which 
significantly impacted the financial resilience of 
SMEs. Many businesses faced closures and 
substantial layoffs during this period. 

Given these distinctive features and the 
identified research gaps, our study aims to provide 
empirical evidence on two fronts. Firstly, we seek to 
establish the direct influence of financial literacy on 
financial performance. Secondly, we aim to 
demonstrate the indirect influence of financial 
literacy on financial performance through the 
mediating role of access to finance. 
 

 

2  Literature Review 
 

2.1 Financial Literacy and Financial 

 Performance 
The RBT approach [25], [26] assumes that 
companies make managerial efforts to direct 
sustainable competitive advantage (SCA). 
According [25] , paid attention to the company as a 
combination of resources so that the growth of the 
firm theory emerged. This theory explains that 
company growth is limited by opportunities that 
exist as a function of the set of productive resources 
owned by the company. [25],  theory gave birth to 
RBT, which later became one of the most dominant 
approaches to SCA analysis. The basic premise of 
RBT is that the guidance, type, amount, and nature 
of a company's resources must be considered first in 
selecting and establishing strategies that can lead to 
sustainable competitive advantage. The RBT 
approach [27] to obtain competitive advantage 
believes that internal resources are more critical for 
a company than external factors to achieve and 
maintain competitive advantage. 

[28], shows that large companies emerge due to 
their success in building distinctive capabilities and 
as a source of SCA. Meanwhile [29] also believes 
that diversification can create economies of scope 
through sharing activities and core competencies 
transfer as a source of SCA. The essence of RBT is 
positioning strategic relationships between business 
units as the foundation for a multi-business 
organization. It emphasizes the company's ability to 
exploit potential synergies between resources to 
produce higher performance. [30], explains that 
resources are input for production, such as capital 
goods, workers' ability, patents, finance, and 
talented managers. Generally, resources are 
classified into three categories: physical resources, 
human resources, and organizations. 

RBT is a theory that underlies companies to be 
able to create and maintain competitive advantages 
through the utilization of internal resources that are 
valuable, rare, difficult to imitate, and cannot be 
replaced. A critical aspect of RBT in this research is 
the existence of internal business resources and 
capabilities. This is reflected in the financial literacy 
of managers or business actors, [31]. Resource 
capabilities and internal capabilities where SMEs 
have quality human resources with good financial 
literacy skills regarding the understanding of 
making business financial records, managing 
budgets, calculating profits and losses, managing 
debts, and determining selling prices [8], [19]. 
Practical financial literacy skills in managing 
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budgets will provide an influential function in 
identifying cash flows, both cash inflows and 
outflows so that business managers can obtain 
information on the surplus or deficit conditions of 
the business being managed, [32]. Calculating profit 
and loss  [33] is essential because the business 
manager's goal of continuing to make a profit is 
challenging because the manager will manage 
expenses or costs that may occur every day, every 
week, or every month. Financial literacy has a 
significant positive effect on the financial 
performance of SMEs based on research [11], 
increasing operating profits [34],  and increasing 
business assets,  [35].  
H1: Financial Literacy is positively related to 
Financial Performance SMEs 
 
2.2  Financial Literacy and Access to Finance 
Having a good understanding of financial literacy 
means that SME managers or actors have the ability 
for financial inclusion with current digitalization, 
and many studies confirm that there is a significant 
favorable influence on financial literacy and access 
to finance, [5], [36], [37]. Financial access includes 
using advanced technology to use financial services, 
[38]. According to [6] access to finance through 
banking because SMEs use more access to funding 
from banks. However, along with advances in 
technology and digitalization, SMEs are starting to 
use access to funding from Peer to Peer (P2P) 
Lending or so-called start-up companies in the 
Financial Technology (Fintech) category [39], 
which are growing at the moment. Therefore, if 
there is access to funding other than banking, 
research findings show that there is a significant 
favorable influence between financial literacy and 
access to finance, [1], [11], [40]: 
H2: Financial Literacy is positively related to access 
to finance. 
 
2.3 Access to Finance and Financial 

 Performance SMEs  
The ability of SME players to access finance from 
both banking and fintech can increase financial 
inclusion [41], [42] in increasing access to financial 
services provided by companies. The relationship 
between financial access and the financial 
performance of SMEs is very close [43] because 
good financial access significantly impacts the 
financial performance of SMEs. However, good 
financial access does not necessarily guarantee 
better financial performance due to the ability of 
SMEs managers and actors to manage finances [44], 
make good business plans  [45], and have a business 
strategy [46] is an essential factor in achieving 

optimal financial performance. Research [12] in 
Vietnam in the context of access to finance due to 
limitations of SMEs in getting access to formal 
funding sources, such as loans from banks or other 
financial institutions, SMEs can get access to 
external financing from foreign banks, private banks 
as well as from state-owned banks. However, 
several obstacles, such as SMEs' innovation ability, 
are essential factors in accessing better finance. So, 
if SMEs have good innovation, it will positively 
impact access services from state and private banks. 
The ability to access bank services shows that SMEs 
with well-planned innovation will be a credible 
signal tool to obtain potential funding. Apart from 
banking, access to finance can be through peer-to-
peer lending [47], increasing opportunities for 
SMEs to obtain external funding, [48].  
H3: Access to finance is positively related to access 
to finance. 
 
2.4 Access to Finance as a Mediator between 

Financial Literacy and Financial 

Performance SMEs 

Since the financial literacy of SME managers or 
actors improves, financial access services will 
improve so that, ultimately, the financial 
performance of SMEs will be more optimal. It is 
caused by skills in managing finances [8],  [19], 
such as recording business finances, managing 
business budgets, and the ability to make more 
appropriate financial decisions, making business 
actors able to see opportunities and be able to create 
better financial performance. Furthermore, it will 
create better financial performance as a mediating 
role of access to finance in the relationship between 
financial literacy and financial performance. 
Positive and significant influence between financial 
literacy and access to finance, [36], [49], [50].  

Likewise, with the positive influence of access 
to finance on the financial performance of SMEs   
[11], [15], [17], [19], the role of access to finance 
will mediate this relationship. SMEs will be better 
because one of the resources that SMEs must have 
is capital, [1], [11], [12], [51]. Currently, many 
external sources of capital are the choice of SMES 
players, for example, funding from P2P Lending. 
However, SME players must choose good financial 
knowledge so that decisions on selecting external 
funding sources can be effective. Based on this 
description, the mediation hypothesis in this 
research is: 
H4: Access to finance mediates the relationship 
between financial literacy and financial performance 
of SMEs. 
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Based on the description of all hypotheses and 
relationships between variables, the empirical 
research framework appears in the following Figure 
1:  

 
 

 
 
 
 
 
 
 
 
 

 

Fig. 1: Empirical Framework of Research 
 
 
3  Methods 
This study has a positive paradigm with the 
quantitative method. Confirming model with SMEs 
in Palembang City, South Sumatera, Indonesia. 
Total of population 22,000 SMEs based on the 
Department of Cooperatives and SMEs Palembang 
City in 2022 with five types of SMEs: wholesale 
and retail trade; repair and maintenance of cars and 
motorbikes; Providing accommodation and 
providing food and drinks; Processing industry; 
Agriculture, forestry, and fisheries; Transportation 
and warehousing. Sampling technique with criteria: 
SMEs with a minimum business age of 5 years and 
a minimum of two employees. Data were collected 
for two months. Namely, from May until July 2023, 
using instruments in questionnaires via online and 
offline forms. 524 SMEs were research respondents. 

The research questionnaire contains all 
statements that are appropriate to the research 
problem, and the statements are positive, or there 
are no negative statements (Table 1). Respondents 
provide answers to each question indicator using a 
Likert scale from score 1 to score 5. Respondents' 
opinions using the Likert scale are then converted 
into data intervals using the successive interval 
method. 

Inferential data analysis using structural 
equation modeling with SmartPLS Version 4 
software. The reason for using SmartPLS Version 4 
is because the empirical model involves many 
variables, and the types of variables are 
unobservable; the structural model is tiered with the 
direction of the relationship being recursive. 

 
 

Table 1. Operational of variables 
Variables Indicator Sources  

 
Access to 
finance 

1. Financial services offered by 
banks have led to an increase in 
our business 

2. Financial services offered by 
banks have increased our access 
to advanced technology 

3. The savings products provided 
by the bank are suitable for us 

4. Loan products provided by banks 
are to our needs 

5. The terms and conditions of the 
bank loan are in our favor 

6. Apart from banking, we can also 
access funding from Peer to Peer 
(P2) Lending (Fintech) 

 

[6], [17], 
[52] 

Financial 
literacy 

1. We feel that it is important to 
keep business financial records 

2. We keep our business financial 
records in an orderly and 
measurable manner 

3. The owner feels there is no need 
to determine the salary as a 
business owner 

4. The owner feels it is essential to 
know about Basic Accounting 

5. We feel it is important to 
separate personal finances and 
business finances 

6. Planning and managing business 
debt must be precise and 
measurable 

7. We feel it is important to 
calculate selling prices and costs 
effectively 

8. We feel it is important to know 
about setting business turnover 
targets 

9. We feel that knowledge about 
business investments will help 
increase income 

 

 

Financial 
performan
ce SMEs 

1. Operating profit always increases 
every period 

2. Every additional asset/treasure 
can increase net profit 

3. The company intensively 
monitors the use of 
assets/properties 

4. Our business increases capital 
almost every year 

5. Our business increases debt 
almost every year 

6. With each additional debt, our 
net profit increases 

7. Every year in the company, there 
is a percentage increase in net 
profit on capital 

[11] 

 
 
 
 
 

Financial 
Literacy 

Access to 
Finance 

Financial 
Performance  

SMEs 

WSEAS TRANSACTIONS on BUSINESS and ECONOMICS 
DOI: 10.37394/23207.2025.22.35 Yuliani Yuliani, Zunaidah Zunaidah, Taufik Taufik

E-ISSN: 2224-2899 369 Volume 22, 2025



4  Result and Discussion 
 

4.1 Demographic Characteristics of 

 Respondents 
The characteristics of the respondents are shown in 
Table 2. The respondents in this study had a fairly 
balanced comparison namely, 54% were female 
respondents and 46% were male. This figure shows 
that the role of SMEs in Palembang City does not 
pay attention to gender because everyone has the 
same right to become a business actor. Respondents 
have SMEs with varying business ages, ranging 
from <5 years to >20 years. The dominant 
respondents were aged 6-10 years, as much as 27%, 
followed by 11-15 years, as much as 23%, and 
SMEs with an age <5 years 18%. 13% of 
respondents were >20 years old. This business age 
condition reflects that SMEs are indeed able to 
continue when economic conditions are turbulent 
because, in reality, SMEs that are well-managed 
will be able to survive for a long time. 

Table 2 shows the education of participants; as 
many as 40% are high school equivalent, followed 
by a bachelor's degree at 32% and a diploma at 
22%. Interestingly, there are also a few who have 
yet to receive education, namely two people. A high 
school equivalent is the starting point for becoming 
an entrepreneur, resulting in individuals being able 
to develop a business idea. Based on the number of 
employees according to SMEs criteria, between 1-4 
people is 24%. SMEs with 20-99 employees are 
quite dominant, namely 41%. This reflects that the 
respondents of this study, on average, have medium-
sized businesses because they have a lot of 
dominant employees. The respondents who 
participated in this research were predominantly 
individual SME actors, with almost 50% being 
individual actors either as owners or as Business 
Managers. 

From Figure 2 type of business, most 
participants were involved in the trade, wholesale, 
and retail with 40% or 210 participants, followed by 
providing accommodation, food, and drinks with 
22,33% or 117 participants. For others as fashion, 
textile, services, cosmetics, clinic, and craft with 
18% or 95 participants, type of processing industry 
12%, transportation and warehousing 5%, repair and 
maintenance of cars and motorbikes with 2%. 

Table 3 shows the instrument testing by paying 
attention to the reliability and validity values of each 
indicator used to measure each variable. It can be 
seen in Table 4 that all the indicators used have an 
Outer Loading (LF) >= 0.7, meaning that all 
indicators can reflect access to finance, while the 

dominant indicator is AF6 of 0.810, which means 
that this indicator is a dominant reflection in 
measuring the Access to finance variable. Finance. 
LF's interpretation of AF6 that SMEs can also 
access funding from P2P lending means that any 
change in Access to finance will be reflected in the 
AF6 variation of (0.810*0.810 = 0.656). The 
Cronbach's alpha value is quite high, namely 
0.822>=0.7, which shows that respondents can 
interpret the level of internal consistency of access 
to finance. The Composite Reliability value for 
measuring the measurement tool is 0.825 and 
declared reliable, with an AVE >0.5, strengthening 
that this instrument is reliable for this research. 

 
Table 2. Demographic data of respondents  

(524 SMEs) 
  Frequency % 
Gender Man 240 45,80 

Female 284 54,20 
 

Age of 
SMEs 
(year) 

< 5 92 17,60 
6 -  10  143 27,30 
11 -15   119 22,70 
16 -20  
> 20 

105 
65 

20,00 
12,40 
 

Education   Never went to 
school 

2  0,004 

School certificate 1 16,71 
High school 
equivalent 

 211 40,30 

Diploma 
Bachelor degree 
Master/Magister 
degree 
Doctor degree 

112  
 166 
24 
2 

21,80 
31,90 
0,046 
0,004 
 

Total of 
employee 
(person) 
 
 
 
Role as 
SMEs    

1 -  4  126 24,00 
5 - 19 186 35,50 
20 - 99 212 

 
40,50 

Individual 235 44,80 
Household 
Business Entity 

196 
98 

37,40 
18,70 

 

 
Fig. 2: Type of business SMEs in Palembang City, 
South Sumatera 

40,08%

22,33%

12,02%

5,15%

2,29%

18,13%

0,00%10,00%20,00%30,00%40,00%50,00%
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Nine indicators measure financial literacy and 
all indicators are valid. The dominant indicator 
reflecting financial literacy is FL4, namely the 
importance of knowing basic accounting for SMEs, 
the loading factor value is 0.792. This LF value 
shows that for every change in financial literacy, the 
variation in FL4 is the square of 0.792*0.792= 
0.627 or 62.7%. A CR value of more than 0.7 
indicates reliability, meaning the measurement tool 
is good. This figure is also strengthened by an AVE 
value > 0.5. 

Furthermore, the financial performance of 
SMEs is measured using seven indicators, and all 
indicators are valid with an LF value of >=0.7. The 
dominant indicator reflecting SMEs' financial 
performance is FP4, namely the need for additional 
capital almost every year with an LF value of 0.906 
or a squared return of 0.821 or 82.1%. This means 
that every time there is a change in SMEs' financial 
performance, it will be reflected in the FP4 variation 
of 82.1%. The instrument used is also reliable, as 
seen in the Cronbach's Alpha value >0.5, 0.887 and 
the CR value of 0.891, strengthened by the AVE 
>0.5, 0.601. 

 
Table 3. The reliability and convergent validity 

Variables  Indica
tors 

Outer 
loadings 

Cronba
ch’s 
alpha 

CR AVE 

Access to 
Finance 

AF1 0,677 0,822 0,825 0,530 

 AF2 0,740    
 AF3 0,685    
 AF4 0,734    
 AF5 0,714    
 AF6 0,810    
Financial 
Literacy 

FL1 0,729 0,893 0,895 0,540 

 FL2 0,728    
 FL3 0,730    
 FL4 0,792    
 FL5 0,755    
 FL6 0,718    
 FL7 0,721    
 FL8 0,738    
 FL9 0,696    
Financial 
Performances 
SMEs 

FP1 0,705 0,887 0,891 0,601 

 FP2 0,723    
 FP3 0,712    
 FP4 0,906    
 FP5 0,717    
 FP6 0,852    
 FP7 0,789    

 
Table 4 shows the discriminant validity of the 

validity in this research model. The discriminant 
validity measure uses Fornell Lacker and HTMT. 
Evaluation of discriminant validity can be seen from 

the variance shared by variables which should be 
higher for their respective measuring indicators than 
other variables. It can be seen in Table 5 that for 
each pair of variables <0.9, the evaluation of 
discriminant validity with HTMT is fulfilled. 
Likewise, Fornell Lacker found that each pair of 
variables was <0.9. The root of AVE for access to 
finance is (0.728) greater than the correlation with 
the financial literacy variable (0.450), and also 
greater than the correlation value for SMEs' 
financial performance (0.567). Likewise for other 
variables, namely financial literacy and SMES 
financial performance, where the root AVE of each 
variable is greater than the correlation between the 
variables to fulfill the discriminant validity 
evaluation. 

 
Table 4. The discriminant validity of the model 

Latent 
variables 
  

Fornell-Larcker Criterion 
Access to 
Finance 

Financial 
Literacy 

Financial 
Performance 
SMEs 

Access to 
Finance 

0,728   

Financial 
Literacy 

0,450 0,735  

Financial 
Performance 
SMEs 

0,567 0,540 0,775 

Latent 
variables 
  

Heterotrait-monotrait ratio (HTMT) 

 Access to 
Finance 

Financial 
Literacy 

 

Access to 
Finance 

   

Financial 
Literacy 

0,518   

Financial 
Performance 
SMEs 

0,658 0,606  

 
Table 5 cross-loading shows the evaluation of 

discriminant validity at the measurement indicator 
level. Each variable measurement indicator must 
have a higher correlation with that variable than the 
correlation with other variables. This shows that the 
variable or construct that is constructed has a 
difference from other variables.  It can be seen in 
Table 6 that all measurement indicators have a 
higher correlation with the variable being measured 
and a lower correlation with other variables, so the 
evaluation of discriminant validity at the indicator 
level has been fulfilled. AF1 has a higher correlation 
(0.677) with the variable access to finance measures 
and a lower correlation with financial literacy 
(0.245) and financial performance of SMEs (0.328), 
as well as for other indicators in each variable. 
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Table 5. Cross Loading 
 Access to 

finance 
Financial 
literacy 

Financial 
performance 
SMES 

AF1 0,677 0,245 0,328 
AF2 0,740 0,343 0,382 
AF3 0,685 0,326 0,426 
AF4 0,734 0,357 0,429 
AF5 0,714 0,330 0,473 
AF6 0,810 0,345 0,414 
FL1 0,325 0,729 0,386 
FL2 0,325 0,728 0,381 
FL3 0,298 0,730 0,387 
FL4 0,340 0,792 0,435 
FL5 0,325 0,755 0,378 
FL6 0,362 0,718 0,430 
FL7 0,344 0,721 0,403 
FL8 0,361 0,738 0,418 
FL9 0,279 0,696 0,340 
FP1 0,459 0,404 0,705 

FP2 0,434 0,411 0,723 

FP3 0,382 0,393 0,712 

FP4 0,478 0,449 0,906 

FP5 0,401 0,425 0,717 

FP6 0,474 0,446 0,852 

FP7 0,438 0,398 0,789 

 
Next, evaluate the structural or inner models, 

including the inner VIF, testing the influence 
between variables, the 95% path coefficient 
confidence interval, and measuring the effect size, 
both direct and indirect influences. The Inner VIF 
value has been met because the results of the 
multicollinearity examination between variables 
have been met, and none of them are > 5, the results 
of the inner VIF test are shown in Table 6. 

 

Table 6. Inner VIF 
                   access to finance   financial 
performance SMEs 
access to finance       1.254 
financial literacy 1.000      1.254 

 
The results of hypothesis testing are presented 

in Table 7. The first hypothesis found a significant 
positive influence of financial literacy on the 
financial performance of SMEs of (0.358) with a p-
value of (0.000 < 0.05). These results show that for 
every 1% change in financial literacy, the financial 
performance of SMEs will increase by 0.358 or 
35.8%. Financial literacy has a significant influence 
on access to finance of (0.450) with a p-value of 
(0.000 < 0.05). These findings reflect that every 1% 
change in financial literacy will increase access to 
finance by 45%. 

Furthermore, the effect of access to finance on 
financial performance is significantly positive with a 
p-value (0.000 < 0.05), so every 1% change in 
access to finance will increase the financial 

performance of SMEs by 40.6%. The mediation test 
shows that financial literacy has a significant 
indirect effect on the financial performance of 
SMEs through access to finance (0, 183) with a p-
value (0.000 < 0.05). These results indicate that 
access to finance partially mediates the indirect 
influence of financial literacy on the financial 
performance of SMEs. 

Table 7 shows the F Square value to determine 
the magnitude of the influence on each access to 
finance and financial performance of SMEs. 
Financial literacy influences the level of access to 
finance which is moderate (f Square = 0.228). 
Access to finance has a moderate influence on the 
financial performance of SMEs (f square = 0.177). 
Based on R Square, it was found that the influence 
of financial literacy and access to finance was 0.424 
or 42.4%, while the influence of financial literacy 
on access to finance was 20.2%. 

 
Table 7. Hypothesis testing results with direct 

effects and indirect effects 
Path model Path 

coefficient 
p-
value 

Decision F 
Square 

R- 
Square 

Financial 
literacy 
Financial 
Performance 
SMEs 

0,358 0,000 H1 
Accepted 

  

Financial 
literacy 
Access to 
finance 

0,450 0,000 H2 
Accepted 

0,228 0,202 

Access to 
finance 
Financial 
performance 
SMEs 

0,406 0,000 H3 
Accepted 

0,177 0,424 

Financial 
literacy 
Access to 
finance 
Financial 
performance 

0,183 
 

0,000 H4 
Accepted 
Partial 
mediation 

  

 
 
5  Discussion 
As explained in the results section, financial literacy 
directly has a significant positive effect on the 
financial performance of SMEs. This finding means 
that the better the financial literacy of SMEs, the 
better the financial performance of their businesses. 
The dominant indicators reflecting financial literacy 
are the importance of business actors knowing basic 
accounting [19] and separating personal and 
business finances, [53]. Basic accounting includes 
recording every business transaction with simple 
bookkeeping activities. Business transactions on a 
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micro-scale are still simple, so SMES actors must 
also have skills as one of the unique features of 
resource-based theory [29].  Therefore, business 
people need to continue updating and learning so 
that the fundamental accounting that must be 
mastered makes it easier to analyze business 
finances. 

Furthermore, indicators of good financial 
literacy can also be reflected in the ability to 
differentiate personal finances, namely family as a 
business owner, from business finances, [54]. 
Sometimes this makes business actors experience 
difficulties because business actors' preferences 
regarding financial management in separating 
personal and business become difficult,  [55].  These 
findings support previous research  [11], increasing 
operating profit, [56].   

Financial literacy has a significant and positive 
effect on access to finance, as proven in this 
research. This means that the better your financial 
literacy, the more effective you will be in accessing 
finance. The ability of SMEs actors to obtain 
external funds can be obtained from banks or other 
companies such as Fintech, [57].  Access to funding 
with Fintech has increased significantly in the last 
five years  [58] in digital finance. The impact of the 
choice of funding sources from Fintech is that the 
knowledge of choosing Fintech can influence the 
decision to access finance. This research supports 
the findings [36], [50] that there is evidence that by 
understanding financial literacy, SMES actors have 
the ability for better financial inclusion. 

The effect of access to finance on the financial 
performance of SMEs is significantly positive. 
These findings indicate that with the ability to use 
good financial services, there will be an increase in 
the financial performance of SMEs. Access to 
finance with various platforms that currently exist, 
including advanced technology [59]  because SMES 
players have alternatives in fulfilling external 
funding sources. With the availability of alternative 
sources of external funding, SMES players have 
choices by choosing lower and more affordable 
financial costs, and they can also carry out financial 
diversification, [60].  However, with various sources 
of funding options, SMEs must still have good 
financial literacy. The findings support the findings 
[17], [21] and [61]. 

The role of access to finance as a mediator on 
the influence of financial literacy and financial 
performance of SMEs was found to be significant 
and partial. These findings prove that the direct 
effect of financial literacy on financial performance 
is significant, and the influence of access to finance 
on financial performance is also significantly 

positive so that the role of partial mediation will be 
better so that the increase in the financial 
performance of SMEs will be higher compared to 
the financial literacy towards financial SME 
performance. The findings of this research confirm 
research that has been conducted by [11], [62] but 
the findings of [35] are different, because no 
mediation for access to finance on the influence of 
financial literacy on the financial performance of 
SMEs.       

 
 

6  Conclusion   
 

6.1  Theoretical Implications 
Unique resources are a reflection of resources-based 
theory. Resources are reflected in the ability of 
SMES managers or actors to manage finances. This 
research is able to prove RBT in the context of 
financial literacy and the financial performance of 
SMEs. The better financial literacy, the better the 
financial performance of SMEs because the unique 
resources of business actors are reflected in the 
dominant indicator, namely having knowledge of 
basic accounting. Knowledge of bookkeeping for 
every transaction in a business will have an impact 
on funding decisions and ultimately improve 
financial performance. The role of access to finance 
as a partial intervention shows that financial 
performance will increase if SMEs choose the right 
external funding sources, for example bank, capital 
markets. Access to finance shows various sources of 
funding that SMEs can choose from. The ability to 
determine the choice of funding sources is of 
course, due to good financial literacy. 
 
6.2  Managerial Implications 
SME players will strive to improve financial 
performance due to various practical and efficient 
financial decisions. SME managers or actors will 
use information from multiple sources to make 
funding decisions. The findings of this research are 
that good financial literacy impacts financial 
decision-making in determining efficient external 
funding sources. Efficient funding decisions affect 
increasing financial performance, which is 
increasingly influential. The implications for the 
government, especially the Financial Services 
Authority (OJK), the findings of this research are 
one of the considerations in increasing financial 
literacy and financial inclusion. OJK is a regulator 
in efforts to increase financial literacy and inclusion 
because the higher the financial literacy index, the 
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better SME players will manage their businesses, 
and the sustainability of SMEs will be better. 
 
 
6.3 Limitations and Further Research 

 Directions 
This research has several limitations. First, 
expanding the research sample because this research 
only covers the city of Palembang, South Sumatra, 
Indonesia. The wider the research sample will 
provide a comprehensive picture of this research 
topic. Second, measuring financial literacy and 
access to finance. Future research can use more 
comprehensive measurements, including 
collaborating with the OJK to make the 
measurement of these two variables more precise. 
Third, partial mediating variables can be explored 
with other mediating variables, for example, the 
existence of risk factors for SMEs. 
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