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ABSTRACT

The rapid development of financial technology (fintech) has transformed the way Micro, Small, and Medium
Enterprises (MSMEs) manage their financial activities, particularly in urban areas such as Tangerang City. This
study aims to examine the impact of fintech innovation, digital trust, and consumer education on the financial
performance of MSMEs. A quantitative research approach was employed using primary data collected from
150 MSME owners and managers in Tangerang City through a structured questionnaire measured on a five-
point Likert scale. Data analysis was conducted using Structural Equation Modeling—Partial Least Squares
(SEM-PLS) with SmartPLS 3. The results reveal that fintech innovation has a positive and significant effect on
MSME financial performance. Digital trust also shows a significant and positive influence and emerges as the
strongest determinant of financial performance. In addition, consumer education significantly contributes to
improved financial performance by enhancing financial literacy and the effective use of digital financial
services. Collectively, these findings indicate that MSME financial performance in the digital era is driven by
an integrated framework combining technological innovation, trust in digital systems, and human capital
development. The study provides practical insights for policymakers, fintech providers, and MSME
stakeholders in developing inclusive and sustainable digital financial ecosystems.
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1. INTRODUCTION

Micro, Small, and Medium Enterprises (MSMEs) play a vital role in Indonesia’s economic
structure, contributing significantly to employment creation, income distribution, and regional
economic resilience. In urban areas such as Tangerang City —one of Indonesia’s rapidly growing
industrial and commercial hubs —MSMEs are increasingly required to adapt to dynamic market
conditions, technological change, and evolving consumer behavior [1], [2]. Financial performance
remains a central indicator of MSME sustainability, competitiveness, and growth, yet many MSMEs
continue to face structural challenges related to limited access to finance, inefficient financial
management, and low levels of financial literacy.

The emergence of financial technology (fintech) has introduced new opportunities for
MSMEs to overcome traditional financial constraints. Fintech innovations such as digital payments,
peer-to-peer lending, mobile banking, and integrated financial platforms enable MSMEs to access
financial services more efficiently, reduce transaction costs, and improve cash flow management [3],
[4]. By leveraging fintech solutions, MSMEs are able to enhance operational efficiency, expand
market reach, and strengthen financial decision-making processes. However, the successful
adoption of fintech does not depend solely on technological availability, but also on the level of trust

users place in digital systems and their understanding of financial products.
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Digital trust has become a critical factor in the digital financial ecosystem, particularly for
MSMEs that must feel confident that fintech platforms are secure, reliable, and capable of protecting
sensitive financial and personal data [3], [4]. Concerns related to cybersecurity, data privacy, system
reliability, and fraud risks can hinder fintech adoption and limit its potential impact on financial
performance, especially in developing economies where digital transformation often advances more
rapidly than regulatory enforcement and digital literacy, making trust a decisive determinant of
technology acceptance and sustained use [5]. Alongside fintech innovation and digital trust,
consumer education—particularly in financial and digital literacy —forms an essential foundation
for improving MSME financial performance, as it equips business owners and managers with the
knowledge and skills to understand financial products, evaluate risks, manage finances effectively,
and make informed strategic decisions. Well-educated MSME actors are more likely to utilize fintech
services optimally, avoid financial mismanagement, and align digital financial tools with business
objectives, whereas insufficient education may cause fintech adoption to remain superficial and fail
to produce meaningful performance improvements.

Although prior studies have examined the relationship between fintech adoption and
MSME performance, empirical research that simultaneously integrates fintech innovation, digital
trust, and consumer education within a single analytical framework remains limited, particularly at
the city or regional level in Indonesia. Tangerang City provides a relevant empirical context due to
its high concentration of MSMEs, strong digital penetration, and rapidly growing fintech ecosystem,
making it an appropriate setting to explore how these factors interact in shaping MSME financial
performance. Therefore, this study aims to analyze the impact of fintech innovation, digital trust,
and consumer education on the financial performance of MSMEs in Tangerang City using a
quantitative approach, with data collected through surveys of MSME actors and analyzed using
Structural Equation Modeling—Partial Least Squares (SEM-PLS 3). The findings are expected to
contribute theoretically by enriching the literature on digital finance and MSME performance, and
practically by offering valuable insights for policymakers, fintech providers, and MSME
stakeholders in designing policies and support mechanisms that foster a more inclusive and

sustainable digital financial ecosystem.

2. LITERATURE REVIEW
2.1 Micro, Small, and Medium Enterprises (MSMEs) and Financial Performance

Micro, Small, and Medium Enterprises (MSMEs) are widely recognized as the
backbone of national and regional economies, particularly in developing countries such
as Indonesia, as they make substantial contributions to employment generation, poverty
reduction, and economic diversification [1], [6]. Despite their strategic importance,
MSMEs continue to face persistent challenges, including limited access to capital, weak
financial management systems, and high vulnerability to market fluctuations, which
directly affect their financial performance as reflected in indicators such as profitability,
revenue growth, cost efficiency, liquidity, and business sustainability [7], [8]. MSME
financial performance is shaped not only by internal managerial capabilities but also by
external environmental factors such as access to financial services, technological
infrastructure, and institutional support. In the era of the digital economy, financial
performance increasingly depends on how effectively MSMEs adopt and utilize digital

financial tools for transactions, financing, and financial reporting, highlighting the need
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for an integrated understanding of technological, behavioral, and educational
dimensions in explaining MSME financial outcomes [9].
2.2 Fintech Innovation and MSME Financial Performance
Financial technology (fintech) innovation refers to the application of digital
technologies to deliver financial services in more efficient, accessible, and user-friendly
ways, encompassing digital payment systems, mobile banking, peer-to-peer (P2P)
lending, crowdfunding platforms, digital wallets, and financial management
applications that address long-standing MSME challenges such as limited access to
formal banking, high transaction costs, and inefficient cash flow management [1], [10],
[11]. From a theoretical perspective, fintech innovation is closely aligned with the
Technology Acceptance Model (TAM) and Diffusion of Innovation Theory, which
emphasize perceived usefulness and ease of use as key determinants of technology
adoption, suggesting that MSMEs are more likely to adopt fintech solutions when they
are perceived to enhance operational efficiency and financial control. Empirical
evidence supports this view by demonstrating that fintech adoption can improve MSME
performance through increased payment efficiency, faster transaction cycles, improved
access to financing, and better financial decision-making [11], [12]. Nevertheless, fintech
innovation does not automatically lead to improved financial performance, as its
effectiveness depends on the ability of MSMEs to integrate these solutions into daily
operations and strategic planning, making fintech innovation a critical yet conditional
driver of MSME financial performance.
2.3 Digital Trust in the Financial Technology Ecosystem
Digital trust refers to users’ confidence in digital systems, platforms, and
technologies to operate reliably, securely, and ethically, and in the fintech context it
encompasses perceptions of data security, privacy protection, system reliability,
transparency, and regulatory compliance [13], [14]. For MSMEs, digital trust represents
a fundamental prerequisite for the adoption and sustained use of fintech services,
particularly when financial transactions and sensitive data are involved. Conceptually,
digital trust is closely associated with trust theory and perceived risk theory, which
explain that high perceived risk diminishes willingness to adopt technology, whereas
trust reduces uncertainty and encourages usage [13], [15]. In fintech environments,
concerns related to cybercrime, data breaches, fraud, and system failures can discourage
MSMEs from utilizing digital financial services despite their potential benefits.
Empirical evidence shows that digital trust plays both a direct and mediating role in
influencing technology adoption and business performance, as MSMEs with higher
levels of trust in fintech platforms are more likely to conduct digital transactions, access
online financing, and rely on digital financial records, ultimately enhancing financial
performance through consistent fintech usage, reduced transaction frictions, and
improved financial transparency.
2.4 Consumer Education and Financial Literacy
Consumer education, particularly in terms of financial and digital literacy, refers to
the process of equipping individuals and business actors with the knowledge, skills, and
attitudes needed to make informed financial decisions, including understanding

financial products, managing cash flows, assessing financial risks, and effectively using
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digital financial tools. Drawing on human capital theory, education enhances individual
productivity and decision-making capabilities, which ultimately contribute to improved
organizational performance, especially for MSMEs where owners and managers play a
central role in strategic and operational decisions [10], [16]. Educated MSME
entrepreneurs are better able to evaluate fintech products, select appropriate financial
services, and align digital tools with business objectives, while consumer education also
reduces information asymmetry between MSMEs and financial service providers,
enabling more effective use of fintech innovations. Empirical evidence consistently
shows that higher levels of financial literacy are associated with better financial
planning, improved access to finance, and stronger business performance, and it also
strengthens digital trust by increasing awareness of security mechanisms, regulatory
protections, and responsible fintech usage [17], [18]. Consequently, consumer education
functions not only as a direct determinant of MSME financial performance but also as a
reinforcing factor that enhances the effectiveness of fintech adoption.
2.5 Relationship Between Fintech Innovation, Digital Trust, and Consumer Education

Fintech innovation, digital trust, and consumer education are interrelated constructs
that jointly shape MSME financial performance. Fintech innovation provides
technological opportunities, digital trust ensures confidence in using these technologies,
and consumer education enables MSMEs to utilize fintech solutions effectively. Without
sufficient trust and education, fintech adoption may remain limited or ineffective,
reducing its potential contribution to financial performance. The integrated perspective
suggests that fintech innovation is more likely to generate positive financial outcomes
when MSME actors possess adequate financial knowledge and trust in digital systems.
Consumer education enhances understanding and acceptance of fintech, while digital
trust reduces perceived risk and uncertainty. Together, these factors create a supportive
ecosystem that enables MSMEs to leverage digital finance for sustainable financial
growth. Based on the theoretical foundations and empirical findings discussed above,
the following hypotheses are proposed:

H1: Fintech innovation has a positive and significant effect on the financial
performance of MSMEs.

H2: Digital trust has a positive and significant effect on the financial performance of
MSMEs.

H3: Consumer education has a positive and significant effect on the financial

performance of MSMEs.

3. METHODS

3.1 Research Design

This study adopts a quantitative research design with an explanatory approach to examine
the causal relationships between fintech innovation, digital trust, consumer education, and the
financial performance of Micro, Small, and Medium Enterprises (MSMEs) in Tangerang City. A
quantitative approach is considered appropriate because the study aims to test hypotheses and
measure the strength and significance of relationships among variables using statistical techniques.
The research focuses on cross-sectional data collected at a single point in time through a structured
survey.
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3.2 Population and Sample

The population of this study comprises all MSMEs operating in Tangerang City across
various sectors, including trade, services, manufacturing, and creative industries, and given its large
and heterogeneous nature, a sample-based approach was adopted. A total of 150 MSME actors were
selected as the sample, which satisfies the minimum requirements for Structural Equation
Modeling—Partial Least Squares (SEM-PLS), particularly when involving multiple latent variables
and indicators. The study employed purposive sampling, with respondents chosen based on specific
criteria: MSME owners or managers who are actively involved in financial decision-making,
businesses that have been operating for at least one year, and MSMEs that have used or are familiar
with digital financial services such as digital payments, online banking, or fintech platforms. These
criteria ensure that the respondents possess adequate experience and understanding to provide
relevant and reliable information for the analysis.

3.3 Data Collection Method

Primary data were collected through a structured questionnaire distributed both directly
and online to MSME owners or managers in Tangerang City, with the instrument designed to
capture respondents’ perceptions of fintech innovation, digital trust, consumer education, and
financial performance. All measurement items used a five-point Likert scale ranging from 1 (strongly
disagree) to 5 (strongly agree) to reflect the intensity of respondents” agreement with each statement.
Prior to full distribution, the questionnaire was reviewed to ensure clarity, relevance, and alignment
with the research objectives, and respondents were informed of the study’s purpose and assured of
the confidentiality of their responses. The collected data were subsequently screened to remove
incomplete or inconsistent responses before being subjected to further analysis.

3.4 Research Variables and Measurement

This study examines one dependent variable and three independent variables, with each
construct measured using multiple indicators adapted from relevant literature and contextualized
to MSMEs. Fintech innovation refers to the extent to which MSMEs adopt and utilize digital financial
technologies in their operations, measured through indicators such as the use of digital payment
systems, access to fintech-based financing, integration of financial applications, transaction
efficiency, and perceived usefulness of fintech services. Digital trust reflects MSMEs’ confidence in
the security, reliability, and integrity of digital financial platforms, as indicated by perceptions of
data security, privacy protection, system reliability, transaction transparency, and trust in fintech
service providers. Consumer education represents the level of financial and digital literacy of MSME
owners or managers, measured through understanding of financial products, ability to manage
finances, knowledge of digital financial services, awareness of financial risks, and participation in
financial education or training programs. Financial performance, as the dependent variable, captures
the economic outcomes achieved by MSMEs and is reflected in indicators such as perceived
profitability, sales growth, cost efficiency, cash flow stability, and overall financial sustainability.

3.5 Data Analysis Technique

Data analysis in this study was conducted using Structural Equation Modeling—Partial Least
Squares (SEM-PLS) with the support of SmartPLS version 3, selected for its suitability in predictive
research, its capacity to handle complex models with multiple constructs, and its robustness in
situations involving relatively small sample sizes and non-normal data distributions. The analysis
was carried out in two main stages, beginning with the evaluation of the measurement model (outer
model) to assess construct reliability and validity, where reliability was examined using Cronbach’s
alpha and composite reliability, convergent validity was evaluated through factor loadings and
average variance extracted (AVE), and discriminant validity was tested using the Fornell-Larcker
criterion and cross-loading analysis. The second stage involved evaluation of the structural model
(inner model) to test the proposed hypotheses by analyzing path coefficients, t-statistics, and p-
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values obtained through bootstrapping procedures, while the coefficient of determination (R?) was

used to assess the model’s explanatory power, complemented by effect size (f2) and predictive

relevance (QQ?) to evaluate the strength and predictive capability of the relationships among variables.
4. RESULTS AND DISCUSSION

4.1 Respondent Profile

This study involved 150 MSME owners and managers operating in Tangerang City who met
the predetermined sampling criteria, and the respondent profile provides important context for
understanding fintech adoption and financial performance among MSMEs. The respondents
represented diverse business sectors, reflecting the heterogeneous structure of MSME:s in the city,
with the trade sector dominating the sample (42.0%), followed by services (31.3%), manufacturing
(16.7%), and creative industries (10.0%), indicating that fintech usage is particularly relevant for
transaction-intensive businesses where digital payments and financial applications play a crucial
role. In terms of business duration, the majority of respondents had been operating for more than
three years (64.0%), while 24.0% had operated for one to three years and 12.0% for less than one year,
suggesting that most participants possessed sufficient experience and business maturity to evaluate
the effects of fintech innovation, digital trust, and consumer education on financial performance.
Regarding fintech usage, a high proportion of respondents reported regular use of fintech services
in daily operations (78.0%), with 16.0% reporting moderate use and only 6.0% reporting low use,
indicating strong fintech penetration among MSMEs in Tangerang City. However, access to fintech-
based financing such as peer-to-peer lending or digital credit platforms remained relatively limited,
as only 46.0% of respondents had accessed such financing while 54.0% had not, highlighting
potential barriers related to eligibility requirements, trust issues, or levels of financial and digital
literacy.

4.2 Measurement Model Evaluation (Outer Model)

The measurement model (outer model) evaluation was conducted to assess the reliability
and validity of the constructs used in this study, namely fintech innovation, digital trust, consumer
education, and MSME financial performance. This evaluation ensures that the indicators used are
appropriate and accurately represent the latent variables before proceeding to structural model
analysis. The assessment includes convergent validity, reliability, and discriminant validity using
the SEM-PLS approach with SmartPLS 3.

1. Convergent Validity

Convergent validity was assessed using indicator loadings and Average Variance Extracted
(AVE), where an indicator is considered valid if its outer loading exceeds 0.70 and AVE values are
greater than 0.50, indicating that a construct explains more than half of the variance of its indicators.

Table 1. Convergent Validity Results

Construct Indicator Code | Outer Loading
FI1 0.725
FI2 0.792
Fintech Innovation FI3 0.857
FI4 0.812
FI5 0.744
DT1 0.766
DT2 0.831
Digital Trust DT3 0.882
DT4 0.806
DT5 0.743
CE1l 0.716
Consumer Education CE2 0782
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CE3 0.844
CE4 0.866
CE5 0.732
FP1 0.736
FP2 0.811
Financial Performance FP3 0.874
FP4 0.846
FP5 0.761

Table 1 demonstrates that all constructs in the measurement model exhibit strong
convergent validity, as reflected by outer loading values that consistently exceed the recommended
threshold of 0.70. For the fintech innovation construct, indicator loadings range from 0.725 to 0.857,
indicating that each item adequately represents MSMEs” adoption and utilization of digital financial
technologies. Digital trust shows particularly strong loadings, with values between 0.743 and 0.882,
suggesting that perceptions of security, reliability, and transparency are well captured by the
selected indicators. Similarly, consumer education indicators display satisfactory loadings ranging
from 0.716 to 0.866, confirming that financial and digital literacy dimensions are reliably measured.
The financial performance construct also demonstrates robust indicator loadings between 0.736 and
0.874, indicating that profitability, growth, efficiency, and sustainability are consistently reflected in
the measurement items.

2. Construct Reliability

Construct reliability was evaluated using Cronbach’s Alpha and Composite Reliability (CR),
where values above 0.70 indicate acceptable internal consistency and strong reliability. The results
show that all constructs meet these recommended thresholds, with Cronbach’s Alpha values of 0.842
for fintech innovation, 0.865 for digital trust, 0.831 for consumer education, and 0.858 for financial
performance, while Composite Reliability values range from 0.882 to 0.904. In addition, all constructs
demonstrate Average Variance Extracted (AVE) values above 0.50, confirming adequate convergent
validity.

3. Discriminant Validity

Discriminant validity was evaluated using the Fornell-Larcker criterion, which compares
the square root of AVE for each construct with the correlations between constructs. A construct
demonstrates adequate discriminant validity if the square root of its AVE is greater than its
correlations with other constructs.

Table 2. Fornell-Larcker Criterion

Fintech Digital | Consumer Financial
Construct . .
Innovation Trust Education | Performance
Fintech Innovation 0.784
Digital Trust 0.612 0.809
Consumer Education 0.587 0.641 0.775
Financial Performance 0.659 0.683 0.621 0.804

Table 2 presents the Fornell-Larcker criterion results, which demonstrate satisfactory
discriminant validity among all constructs in the model. The square root of the Average Variance
Extracted (AVE), shown on the diagonal, is higher for each construct than its correlations with other
constructs, indicating that each latent variable shares more variance with its own indicators than
with other constructs. Specifically, fintech innovation (0.784), digital trust (0.809), consumer
education (0.775), and financial performance (0.804) all exhibit diagonal values that exceed their
respective inter-construct correlations. Although moderate correlations are observed among the
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constructs—particularly between digital trust and financial performance (0.683) and between fintech
innovation and financial performance (0.659) —these relationships remain below the corresponding
square root of AVE values.

4.3 Structural Model Evaluation (Inner Model)

The structural model (inner model) evaluation was conducted to examine the relationships
among the latent variables and to test the proposed hypotheses regarding the impact of fintech
innovation, digital trust, and consumer education on the financial performance of MSMEs in
Tangerang City. The assessment includes the coefficient of determination (R?), path coefficients and
hypothesis testing, effect size (f2), and predictive relevance (Q?). The analysis was performed using
the bootstrapping procedure in SmartPLS 3 with 5,000 resamples.

1. Coefficient of Determination (R?)

The coefficient of determination (R?) was used to assess the extent to which the independent
variables explain the variance of the dependent variable, with financial performance serving as the
sole endogenous variable in this study. The results show an R? value of 0.612 for financial
performance, indicating that fintech innovation, digital trust, and consumer education collectively
explain 61.2% of the variance in MSME financial performance. This level of explained variance is
considered substantial in social and business research, suggesting that the proposed model possesses
strong explanatory power and is effective in capturing the key determinants of financial performance
among MSMEs.

2. Path Coefficients and Hypothesis Testing

Hypothesis testing was conducted by examining the path coefficients (f3), t-statistics, and p-
values. A relationship is considered statistically significant if the t-statistic exceeds 1.96 and the p-
value is less than 0.05.

Table 3. Hypothesis Testing

. . . Path T- P- -
Hypothesis Relationship Coefficient (8) | Statistic | Value Decision

Fintech Innovation — Financial

HI Performance 0.321 4126 | 0.000 | Supported

H2 Digital Trust — Financial Performance 0.387 5.012 0.000 | Supported

H3 Consumer Education —  Financial 048 3465 0001 | Supported
Performance

Table 3 presents the results of hypothesis testing, showing that all proposed relationships
are statistically significant and supported. Fintech innovation has a positive and significant effect on
MSME financial performance (3 = 0.321, t = 4.126, p < 0.001), indicating that greater adoption and
utilization of digital financial technologies contribute to improved financial outcomes. Digital trust
emerges as the strongest predictor of financial performance (f = 0.387, t = 5.012, p < 0.001),
highlighting the critical role of security, reliability, and confidence in fintech platforms in enabling
consistent usage and effective financial management. Consumer education also shows a positive and
significant influence on financial performance (3 = 0.248, t = 3.465, p = 0.001), suggesting that higher
levels of financial and digital literacy enhance MSMEs’ ability to leverage fintech services and make
sound financial decisions.

3. Effect Size (f2)

The effect size (f?) measures the relative impact of each exogenous construct on the
endogenous variable. According to commonly used guidelines, {2 values of 0.02, 0.15, and 0.35
represent small, medium, and large effects, respectively.
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Table 4. Effect Size (f?) Results

Relationship f2 Effect Size
Fintech Innovation — Financial Performance 0.152 | Medium
Digital Trust — Financial Performance 0.214 | Medium
Consumer Education — Financial Performance | 0.098 Small

Table 4 presents the effect size (f2) results, which indicate the relative contribution of each
independent variable to the explanation of MSME financial performance. Digital trust shows the
largest effect size (f2 = 0.214), classified as a medium effect, suggesting that trust in the security,
reliability, and integrity of fintech platforms plays a substantial role in improving financial
performance. Fintech innovation also demonstrates a medium effect size (f2 = 0.152), indicating that
the adoption and effective use of digital financial technologies meaningfully enhance MSME
financial outcomes. In contrast, consumer education exhibits a smaller effect size (f2 = 0.098),
implying that while financial and digital literacy significantly influence financial performance, their
direct impact is relatively weaker compared to fintech innovation and digital trust. Nevertheless,
consumer education remains an important supporting factor, as it likely strengthens the
effectiveness of fintech adoption and trust, thereby indirectly contributing to improved MSME
financial performance.

4. Predictive Relevance (Q?

Predictive relevance (Q%) was evaluated using the blindfolding procedure, where a Q? value
greater than zero indicates that the model has predictive capability for the endogenous construct.
The results show a Q? value of 0.391 for financial performance, confirming that the model
demonstrates strong predictive relevance and that fintech innovation, digital trust, and consumer
education effectively predict MSME financial performance.

Discussion

This study examines the influence of fintech innovation, digital trust, and consumer
education on the financial performance of MSMEs in Tangerang City using a SEM-PLS approach,
and the empirical findings provide strong evidence that all three variables have a positive and
significant impact on MSME financial performance. Among these factors, digital trust emerges as
the most influential determinant, highlighting the importance of behavioral and perceptual aspects
in the effective utilization of digital financial technologies. Overall, the results confirm that MSME
financial performance in the digital economy is shaped not only by technological adoption but also
by trust and human capital readiness, aligning with contemporary perspectives in digital finance
and MSME development literature [7], [8].

The positive and significant effect of fintech innovation on MSME financial performance
indicates that MSMEs that actively adopt and integrate fintech solutions —such as digital payment
systems, online banking, and fintech-based financing—tend to achieve better financial outcomes,
including improved profitability, cash flow stability, and operational efficiency. This finding
supports the Technology Acceptance Model (TAM) and Diffusion of Innovation Theory, which
emphasize perceived usefulness and compatibility as key drivers of technology adoption and
performance outcomes. In the context of Tangerang City, characterized by dynamic and transaction-
intensive business activities, fintech innovation serves as a strategic tool that reduces transaction
costs, minimizes cash-handling risks, and accelerates transaction cycles. However, the medium effect
size suggests that fintech innovation alone is not sufficient; its effectiveness depends on
complementary factors such as trust and user capability, implying that policies should focus not only
on expanding access but also on supporting effective integration into daily business operations.

Digital trust is found to have the strongest positive influence on MSME financial
performance, underscoring its critical role in translating fintech adoption into tangible financial
benefits. Consistent with trust theory and perceived risk theory, this result demonstrates that trust

Vol. 4, No. 01, January and 2026: pp. 92-102



West Science Interdisciplinary Studies d 101

reduces uncertainty and encourages sustained technology use. MSMEs that perceive fintech
platforms as secure, reliable, and transparent are more likely to conduct frequent digital transactions,
access digital financing, and rely on digital records for financial decision-making, thereby enhancing
financial performance. The medium effect size further highlights that in developing digital
economies, issues related to data privacy, cyber fraud, and system reliability remain major concerns,
making trust-building measures—such as robust cybersecurity systems, transparent governance,
and strong consumer protection regulations—essential for maximizing the financial impact of
fintech.

The findings also reveal that consumer education has a positive and significant effect on
MSME financial performance, indicating that higher levels of financial and digital literacy enable
MSME owners and managers to make better financial decisions and utilize fintech services more
effectively. Grounded in human capital theory, this result suggests that education enhances
managerial competence, improves risk assessment, and supports strategic alignment between digital
financial tools and business objectives [19], [20]. Although the effect size of consumer education is
relatively smaller compared to fintech innovation and digital trust, its role is fundamental as an
enabling factor that strengthens both fintech utilization and trust. Collectively, the strong
explanatory power and predictive relevance of the model confirm that MSME financial performance
in Tangerang City is driven by an integrated ecosystem of technological innovation, trust, and
human capital development, rather than by technology adoption alone.

Implications for Policy and Practice

From a practical perspective, the findings suggest that MSME development strategies
should adopt a holistic approach that extends beyond the provision of digital infrastructure, with
policymakers strengthening regulatory frameworks to enhance digital trust through robust
consumer protection, data security measures, and effective fintech supervision, while
simultaneously implementing targeted consumer education programs to improve financial and
digital literacy among MSME actors. For fintech providers, the results underscore the importance of
building and maintaining user trust through transparent operations, reliable and secure systems,
and user-friendly interfaces, whereas for MSMEs, continuous investment in financial education and
proactive engagement with fintech solutions represent strategic pathways to improving financial
performance and achieving long-term business sustainability.

CONCLUSION

This study provides empirical evidence on the determinants of MSME financial performance
in Tangerang City within the context of digital financial transformation, demonstrating that fintech
innovation, digital trust, and consumer education each have a positive and significant influence on
financial outcomes, with digital trust emerging as the most influential factor due to the critical role
of security, reliability, and transparency in digital financial platforms. Fintech innovation contributes
to improved financial performance by enhancing transaction efficiency, expanding access to
financial services, and strengthening financial management practices, while consumer education
enables MSMEs to utilize fintech solutions more effectively and make informed financial decisions.
The findings indicate that improving MSME financial performance requires more than technological
adoption alone, emphasizing the importance of an integrated approach that simultaneously
promotes fintech innovation, strengthens digital trust, and enhances financial and digital literacy.
From a policy perspective, the results underscore the need for regulatory frameworks that protect
MSME users and foster trust in fintech services, alongside continuous education programs to
improve financial literacy, while for practitioners and MSME actors, active engagement with fintech
solutions combined with ongoing learning represents a strategic pathway toward sustainable
financial growth. Despite its contributions, this study is limited by its cross-sectional design and
focus on MSMEs in a single city, suggesting that future research should expand to other regions,
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adopt longitudinal approaches, or incorporate additional variables such as regulatory support and
digital capability to provide a more comprehensive understanding of MSME financial performance
in the digital era.
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