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Abstract

This study explores how e-commerce adoption and financial management jointly enhance the performance and
sustainability of micro, small, and medium enterprises (MSMEs) in Indonesia. Using a qualitative literature
review approach, the research identifies e-commerce as a driver of market expansion and innovation, while
financial management ensures business stability and accountability. The findings show that digital transfor-
mation must be supported by financial discipline to achieve long-term growth. MSMEs that integrate both
capabilities become more resilient, efficient, and competitive in the digital economy. Strengthening infrastruc-
ture, financial literacy, and collaboration among government, financial institutions, and digital platforms is es-
sential for inclusive MSME development. Overall, the synergy between e-commerce and financial management
provides a strategic foundation for building sustainable and competitive MSME's in Indonesia’s evolving digital
landscape.
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Introduction

According to the Indonesian Internet Service Providers Association (APJII), Indonesia ranks
fourth in the world in terms of internet usage. Over the past few years, Indonesia's digital economy
has experienced rapid growth. The use of digital technology continues to increase, reaching almost

every corner of the country. Figure 1. Development of Internet Penetration Rate in Indonesia (2016-
2023)

Figure 1. Development of Internet Penetration Rate in Indonesia.
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Undoubtedly, the phenomenon of internet penetration should be a golden opportunity for
business people to expand their wings so that they can expand their market not only to attract local
interest but also globally. Sectorally, e-commerce has the largest contribution to the development of
the digital economy in Indonesia. E-commerce is an application that leverages the internet as a plat-
form for marketing transactions, purchases, and the online distribution of products, as well as a means
to expand market share and achieve higher profits. (Jain et al., 2021). E-commerce that can be utilized
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in business operations can compete with other products. (Krisdian & Khairani, 2022). Where to get
wider market access and have the opportunity to get new customers and facilitate transactions
(Agung et al., 2024). However, this ranking does not seem to fully reflect business activities, especially
those of small and micro enterprises.

Playing an important role in advancing the economy, most MSMEs are located in villages.
Villages are the backbone of economic movement so that they can absorb labor. Villages have a
diversity and superiority of products that can be introduced and can become market attractions. The
contribution of MSME:s is that they can increase productivity, create jobs, and improve the quality of
life of the local community. (Parluhutan Sinaga & Sitorus, 2023). The concept of creative economy
can be built through the interaction of creativity and ideas, which are then realized through intellectual
property rights and monetized. Starting from handicrafts, agricultural products, traditional foods, and
so on, these can be turned into flagship products for village MSMEs so that the economy can grow
and develop even better. Economic growth in a country is a momentum that is expected to bring
about economic progress and prosperity for the country (Rosario & Raimundo, 2021).

Efforts to strengthen MSMEs can be seen in the improvement of their financial performance.
Financial performance is the ability to control and manage available resources. (IAI, 2015). This
means that financial performance refers to the ability of MSMEs to manage and control all resources,
both in the form of capital and human resources, to generate profits. Financial performance achieve-
ments will be reflected in the financial reports prepared by MSMEs. Good financial performance can
be measured by consistent profit growth each year. The growth of MSME:s is influenced by improved
financial performance (Hendiarto et al., 2021).

Based on several phenomena from surveys that have been conducted, it appears that the
internet network has not yet reached all villages, as internet coverage is uneven throughout Indonesia,
digital literacy is low, and there are issues with bank administration and product distribution to buyers.
Marketing strategies are also a common problem for home-based businesses, given their limited
knowledge, information, and mastery of information technology. Another phenomenon is the low
level of knowledge about financial management. The management perspective for small businesses
is relatively different from that of large-scale businesses. The difference lies in the functions and tasks
of managers in large companies, which are detailed according to strategy and organizational structure,
while in small companies, there is often overlap between functions and tasks due to limited resources.
This leads to the phenomenon where managers in small businesses are often the business owners
themselves. This phenomenon often becomes an obstacle, resulting in some SMEs, particularly rural
micro and small businesses, still being unable to compete with other SMEs.

Based on the phenomena described above, the purpose of this study is to determine the role
of e-commerce and financial management in improving the performance of MSMEs in Indonesia.
This will enable the provision of appropriate solutions to improve e-commerce and financial man-
agement in MSMEs. The rapid growth of Indonesia’s digital economy presents both opportunities
and challenges for MSMEs. Despite high internet penetration, many small and micro enterprises still
struggle to adopt e-commerce platforms effectively due to limited digital literacy and infrastructure.
According to the Resource-Based View (Barney, 1991), firms can achieve superior performance when
they develop unique internal resources and capabilities. In this context, e-commerce adoption and
financial management capability represent critical strategic resources that drive MSME competitive-
ness. Moreover, the Technology Acceptance Model (Davis, 1989) highlights that entrepreneurs’ per-
ceptions of usefulness and ease of use determine their willingness to adopt technology such as Sho-
pee. However, many MSMEs in rural areas remain unable to optimize these resources, creating a
performance gap that this study seeks to address.

Previous studies have examined e-commerce or financial management separately; however,
limited research integrates both factors in explaining MSME performance, particularly within Indo-
nesia’s rural and urban digital divide. This study fills that gap by explotring how e-commerce utiliza-
tion, supported by sound financial management, can enhance MSME sustainability and competitive-
ness in the digital economy era.
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Theoretical Review
E-commerce

E-commerce is the implementation of commerce in the form of sales, purchases, and orders,
payments, and promotions of goods and services carried out using computers and electronic means
in digital form (Kedah, 2023). E-commerce is an application that utilizes the internet as a platform
for marketing transactions, purchases, online product distribution, and a means to expand market
share in order to increase profits. (Richmond, 2020). The implementation of e-commerce is one of
the most effective ways to support the performance of MSMEs (Alam, 2023). According to the
Financial Education and Training Agency of the Ministry of Finance, e-commerce is the distribution,
sale, purchase, and marketing of products (goods and services) using the internet (Nurbayan et al.,
2025). Even though consumers and sellers do not meet face-to-face, transactions still run smoothly.
In other words, e-commerce offers convenience in online shopping (Nasib, 2024).

Financial Management

Financial management is the process of regulating financial activities or operations within an
organization, including planning, analysis, and control of financial activities (Asandimitra & Kautsar,
2019). Financial management involves achieving predetermined objectives, which requires effective
and efficient management (Hardiansyah et al., 2025). As a balancer of wealth, finances, and capital,
financial management has key activities in decision-making, namely: obtaining funds, using funds,
and managing assets (Silalahi et al., 2024). The types of financial statements commonly used are:
balance sheets, income statements, statements of changes in equity, and cash flow statements
(Tambunan et al., 2024). The perspective of small business management is relatively different from
that of large-scale business management (Lev, 2018). It states that the preparation of financial state-
ments according to applicable financial accounting standards has a significant impact on the compet-
itiveness of MSMEs (Senjani, 2020).

Financial Performance

Financial performance is a benchmark for company management in making decisions to de-
termine the extent to which a company and MSMEs in North Sumatra over the past 10 years with
relevant titles (Pakpahan et al., 2024). The use of varied data sources can strengthen the research
results by comparing the results of one journal with another. The literature reviewed was selected
from Scopus- and SINTA-indexed journals published between 2018 and 2024, focusing on e-com-
merce, financial management, and MSME performance in Indonesia. A qualitative content analysis
was applied to identify recurring patterns and themes across studies (Hou et al., 2024).

Methodology

This study utilizes a quantitative methodology with an explanatory survey technique to
examine the impact of e-commerce adoption and financial management on the performance and
sustainability of micro, small, and medium companies (MSMEs) in Indonesia. This method was
selected to empirically elucidate causal links among variables. The demographic comprises
MSME proprietors and administrators who engage with digital platforms, including online mar-
ketplaces (Shopee, Tokopedia, Lazada) and financial technology services. The sample method
employed is purposive sampling, with parameters that necessitate business activity for a mini-
mum of two years and the utilization of digital services for at least six months. The Slovin formula
was used to choose 250 people, with a 5% margin of error. We used a five-point Likert scale (1
= strongly disagree to 5 = agree) to collect primary data through an online questionnaire. We
used SmartPLS 4.0 software to do the Partial Least Squares—Structural Equation Modeling (PLS-
SEM) technique to look at both direct and indirect correlations between latent variables. We used
outer loading, Average Variance Extracted (AVE), Composite Reliability, and Cronbach's Alpha
to assess the validity and reliability of the construct. We used the bootstrapping process to verify
the significance of the connections.
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Results and Discussions

According to a survey, Indonesia ranks fourth in the world as the country with the most inter-
net users after China, India, the United States, and Indonesia. The Indonesian Internet Service Pro-
viders Association (APJII) 2023 reports that Indonesia's internet penetration rate in 2023 is as fol-
lows:

Figure 2. Internet Penetration Rate in Indonesia in 2023
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The Indonesian Internet Service Providers Association (APJII) noted that in 2023, Indonesia
had reached 78.19 percent internet usage, penetrating 215,626,156 people out of a population of
275,773,901 (Astiyani & Johan, 2023). In this digital era, the country must make maximum use of
technology. The increase in internet users has brought about changes in business models in Indone-
sia.

According to the APJII report, Internet usage by MSME:s is as follows:

Table 1. Internet Usage by Business Entities

Internet Use by Mi . Small Medium .
Business Entities icro Business Business Business Large Business
N 93,40% 93,37% 99,55% 100%
X 6,60% 6,53% 0,45% 0%
Report APJII 2023 (processed)
Table 2. APJII Report 2023
Entities that Micro Business  Small Business Medium Large Business
own websites Business
N 33,97% 41,98% 69,68% 94,59%
X 66,03% 58,02% 30,32% 5,41%

Table 3. Entities Conducting Sales and Promotions via the Internet by Business Size

Entities that conduct Micro Small Business Medium Large Business
sales and promotions ~ Business Business
via the Internet
N 89,67% 82,10% 76,47% 59,46%
X 10,33% 17,90% 23,53% 40,54%

Reasons Entities Do Not Use the Internet
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Figure 3. Graphic of Report APJII 2023 (processed)
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According to the Financial Education and Training Agency (BPPK) of the Ministry of Finance
in 2019, the increase in the number of online shops has led to a rise in the value of e-commerce
transactions in Indonesia, reaching Rp 77.766 trillion in 2018. This figure surged by 151% and is
expected to continue to rise compared to the previous year, which reached Rp 30.942 trillion. This
demonstrates that e-commerce business is becoming increasingly promising. The rapid growth of the
e-commetce business is driven by consumers' increasing reliance on e-commetce platforms to put-
chase various products, particularly those that are difficult to find in physical stores. Additionally, the
rising number of internet users each year contributes to this trend.

The Role of E-Commerce in Improving MSME Performance

Indonesia currently ranks fourth globally in internet usage after China, India, and the United
States. According to the Indonesian Internet Service Providers Association (APJII, 2023), internet
penetration in Indonesia reached 78.19%, covering 215,626,156 users out of a total population of
275,773,901 (Astiyani & Johan, 2023). This rapid digital expansion has fundamentally transformed
business practices, consumer behavior, and marketing strategies. In particular, the growing prevalence
of e-commerce has created new channels for micro, small, and medium enterprises (MSMEs) to
enhance their market reach, efficiency, and competitiveness in the digital economy.

The e-commerce sector has become a critical pillar of Indonesia’s digital economy. Platforms
such as Shopee, Tokopedia, Bukalapak, and Lazada have democratized market access by enabling
even micro-entrepreneurs to sell their products online with minimal entry barriers. E-commerce al-
lows MSMEs to showcase their products beyond local markets, reducing dependence on traditional
distribution channels. According to (Wahyuni et al., 2020), e-commerce utilization significantly en-
hances marketing efficiency and sales petrformance. Similatly, (Mustafa et al., 2023)emphasize that
digital adoption contributes directly to productivity and income growth among Indonesian MSME:s,
aligning with global evidence from (Alam, 2023) showing e-commerce’s role in improving both fi-
nancial and sustainability performance during and after the COVID-19 pandemic.

From the perspective of S (Barney, 1991), e-commerce represents an znfangible strategic asset that
enables firms to develop unique digital capabilities. When MSMEs possess valuable and inimitable
digital skills such as the ability to manage online storefronts, engage in digital marketing, and interpret
online consumer data they gain a sustainable competitive advantage. These resources allow businesses
to adapt to technological change more effectively, improving overall performance. Conversely, the
absence of these capabilities limits MSMESs’ ability to benefit from digital transformation.

Despite these opportunities, the benefits of e-commerce are not evenly distributed. Based on
APJIT’s 2023 report, only 33.97% of micro and 41.98% of small enterprises have websites, and the
majority use the internet solely for communication purposes rather than sales and promotion. This
indicates that a large proportion of MSME:s are still in the early stage of digital adoption. (Busnetty
& Tambunan, 2020) highlight the structural barriers: uneven internet infrastructure, limited digital
literacy, and weak motivation to adopt technology especially among rural entrepreneurs who operate
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traditional businesses. As a result, even though 93.4% of micro-enterprises report using the internet,
few translate that usage into effective e-commerce operations.

According to the Technology Acceptance Model (TAM) (Davis, 1989), two psychological fac-
tors perceived usefulness and perceived ease of use strongly determine users’ willingness to adopt
technology. MSME owners who view Shopee and similar platforms as complicated, time-consuming,
or less relevant are less likely to integrate them into business practices. In contrast, entrepreneurs who
perceive e-commerce as beneficial and easy to operate demonstrate higher adoption rates and better
performance outcomes. This theoretical perspective explains the behavioral constraints underlying
Indonesia’s digital divide. Even when infrastructure is available, adoption may remain low due to
cognitive and skill barriers.

The findings of this study are consistent with several empirical results. (Purba, 2021) found
that while e-commerce has potential, its direct impact on financial performance remains insignificant
when entrepreneurs lack adequate digital competence. (Khairani et al., 2025) This suggests that tech-
nology alone does not guarantee success; managerial and human capital capabilities are equally essen-
tial. Similar patterns are observed internationally. In Malaysia, (Basar et al., 2024) identified that
MSME:s leveraging e-commerce during the pandemic achieved higher business resilience compared
to offline competitors. In Vietnam and the Philippines, (Phan et al., 2023; Sun & Zhang, 2024) also
reported that digital adoption fosters innovation and export potential among small businesses. These
findings underscore that e-commerce’s effectiveness depends not only on technology availability but
also on local entrepreneurs’ adaptability.

Another crucial dimension is infrastructure inequality. Many rural and peripheral areas in In-
donesia still face unstable internet connectivity and limited access to affordable digital devices. This
limitation constrains the scalability of e-commerce initiatives. The (World Bank, 2023) estimates that
digital infrastructure gaps contribute to productivity disparities of up to 30% between urban and rural
MSME:s in Southeast Asia. Without policy interventions to bridge these gaps, digital transformation
will continue to exacerbate inequality.

In addition to infrastructure and literacy, social and cultural factors play a role. MSMEs in rural
settings often rely on trust-based networks and face-to-face transactions. Transitioning to impersonal
digital marketplaces challenges traditional business norms. To overcome these barriers, community-
based digital mentoring and local government facilitation are necessary. The government’s role as a
facilitator, regulator, and accelerator (Busnetty & Tambunan, 2020) is vital—providing training, in-
centives, and consumer protection frameworks. Moreover, collaboration with private e-commerce
companies can amplify these efforts through targeted programs such as Shopee’s Kampus UMKM
Digital and the Ministry of Cooperatives” Go Digital initiatives.

In conclusion, e-commerce functions as both an economic enabler and a learning platform.
When MSMEs successfully adopt e-commerce, they gain not only market expansion but also access
to analytics and feedback loops that improve decision-making. Integrating e-commerce with financial
management systems further enhances efficiency. Therefore, promoting e-commerce adoption is not
merely about digital infrastructure it requires developing human, technological, and managerial ca-
pacities that collectively strengthen MSME competitiveness in the digital economy.

The Role of Financial Management in Improving MSME Performance

While digital transformation drives market expansion, effective financial management ensures
the sustainability of that growth. Financial management refers to the planning, controlling, and mon-
itoring of financial resources to achieve organizational goals (Asandimitra & Kautsar, 2019). In
MSME:s, it covers budgeting, recordkeeping, investment, and cash flow management. Sound financial
management translates operational efficiency into long-term profitability and resilience.

Financial management directly influences MSME performance through improved resource al-
location, cost control, and accountability. (Hasanudin, 2023) found that MSMEs with structured
budgeting and reporting systems demonstrate better profitability and growth stability. Similatly,
SMEs (Rolinda et al., 2022) confirm that financial management practices significantly affect financial
performance, primarily through accurate capital allocation and reduced operational waste. (Ratnawati
et al., 2022). further show that financial management behavior mediates the relationship between
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financial literacy and business performance, indicating that knowledge must be applied systematically
to yield tangible benefits.

According to Financial Management Theory (Saerang et al., 2019) , financial success depends
on the firm’s ability to balance risk and return through optimal financing, investment, and dividend
decisions. For MSME:s, this theory implies that even small-scale owners must plan expenditures,
manage debt prudently, and evaluate investment opportunities. Without structured planning, cash
flow instability often disrupts daily operations and limits reinvestment capacity. Indeed, empirical
evidence supports this argument: MSMEs with disciplined financial management exhibit greater li-
quidity and solvency compared to those relying on informal recordkeeping (Hunjra et al., 2012)
(Albertini, 2013).

However, financial management challenges among MSMEs remain widespread. Many busi-
ness owners mix personal and business finances, lack formal accounting systems, and underestimate
the importance of cash flow control. (Usman et al., 2025)warns that financial knowledge without
proper application can even harm performance. In Kenya, for instance, micro-entrepreneurs with
basic training but no monitoring mechanisms experienced higher default rates and financial misman-
agement. Similar problems exist in Indonesia, where many micro-enterprises record transactions
manually or inconsistently, leading to difficulties in financial evaluation. Such practices hinder
MSME:Ss’ ability to access formal credit and scale their operations.

The implications of weak financial management extend beyond individual firms. Collectively,
they affect national economic resilience. According to (IAI, 2015), consistent financial reporting
across MSMEs improves transparency and facilitates integration with the formal financial system.
When MSMEs adopt proper financial standards, they become more credible borrowers and attract
investors, contributing to inclusive economic growth. Therefore, strengthening financial management
literacy among MSMEs is not only a microeconomic necessity but also a macroeconomic imperative.

A compelling real-world example underscores the importance of this principle. Large corpo-
rations such as 7-Eleven (2017) and Nyonya Meneer (2018) went bankrupt due to poor financial
management despite their established market presence (Kompas, 2017; Tempo, 2018).. If large en-
terprises with professional teams can fail from mismanagement, MSMEs with limited capacity are
even more vulnerable. As (Naumenkova et al., 2019) explain, robust financial management systems
can shield businesses from market volatility and external shocks by enabling timely responses based
on accurate data.

From the Stewardship Theory perspective (Venkatesh & Davis, 2000), effective financial man-
agement reflects responsible and transparent stewardship of organizational resources. Entrepreneurs
act as stewards rather than mere agents, motivated by collective welfare and long-term business sus-
tainability. When MSME owners maintain accurate financial records and reinvest profits responsibly,
they enhance trust among stakeholders, including customers, suppliers, and financial institutions.
This behavioral integrity strengthens reputation and facilitates access to formal credit a crucial ele-
ment for scaling MSMEs.

The synergy between e-commerce and financial management should not be overlooked. E-
commerce generates valuable financial data such as sales volume, transaction frequency, and cus-
tomer demographics that can feed directly into financial decision-making. When combined with
structured accounting and analysis, this data allows MSMEs to forecast demand, plan inventory, and
optimize working capital. Therefore, digitalization and financial discipline must evolve together. As
(Zada et al., 2021) emphasize, financial management practices are indispensable for transforming
short-term profitability into sustainable enterprise growth.

Nevertheless, challenges persist in translating financial knowledge into practice. Cultural fac-
tors, such as reluctance to record financial details due to mistrust or fear of taxation, continue to
hinder adoption. Limited access to affordable accounting tools and professional guidance exacerbates
the issue. To mitigate these challenges, targeted government programs and private partnerships are
essential. Financial training should be embedded in entrepreneurship curricula, and digital accounting
tools must be simplified for microbusiness use.

The integration of financial management with digital platforms is an emerging trend that offers
potential solutions. Several Indonesian fintech startups have begun providing automated bookkeep-
ing and payment systems for MSMEs, enabling real-time financial monitoring. This aligns with the
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global movement toward financial digitalization, where technology enhances transparency and deci-
sion-making accuracy. Such integration not only reduces administrative burdens but also increases
financial inclusion allowing more MSMEs to access formal credit based on verified transaction his-
tories (Hunjra et al., 2012).

Ultimately, financial management acts as the foundation upon which digital innovation can
thrive. Without financial discipline, even the most sophisticated e-commerce strategies may collapse
due to liquidity problems or misallocation of resources. Therefore, capacity-building efforts must
treat digital and financial competencies as interconnected, not separate domains.

Synthesis of E-Commerce and Financial Management Perspectives

The findings from this study reveal that e-commerce and financial management function as
complementary forces that collectively shape MSME performance. While e-commerce primarily
drives market access, innovation, and operational efficiency, financial management secures stability,
accountability, and long-term sustainability. Together, these two elements represent the dual dimen-
sions of competitiveness within the Resource-Based View (RBV) framework (Barney, 1991). From
this theoretical perspective, MSMEs that effectively integrate both digital and financial capabilities
possess strategic resources that are valuable, rare, and difficult to imit (Alam, 2023)ate, allowing them
to sustain superior performance in a competitive environment.

E-commerce contributes to performance enhancement by enabling MSMEs to expand market
reach, reduce transaction costs, and gain access to customer data analytics. Studies by (Wahyuni et
al., 2020) (Mustafa et al., 2023)(Alam, 2023) demonstrate that digital adoption is directly associated
with increased sales, efficiency, and innovation capacity. However, the financial benefits of e-com-
merce can only be realized when MSMEs maintain structured financial practices, as suggested by
(Hasanudin, 2023; Rolinda et al., 2022). This indicates that technological innovation must be rein-
forced by managerial discipline to achieve sustainable outcomes.

The Technology Acceptance Model (TAM) (Davis, 1989) further complements this synthesis
by explaining how behavioral factors influence e-commerce adoption. MSMEs with strong financial
management tend to be more confident in adopting digital tools because they have better control
over costs and investment decisions. Thus, perceived usefulness and perceived ease of use—two core
TAM constructs are shaped not only by individual attitudes but also by the enterprise’s financial
capacity and resource allocation strategies. A firm with strong financial discipline is more likely to
petceive e-commerce adoption as a worthwhile investment rather than a risky expense.

The empirical evidence from both Indonesian and international studies reinforces this inter-
dependence. For example, (Khairani et al., 2025) (Purba, 2021) found that in contexts where digital
literacy and financial capability are low, e-commerce adoption does not significantly improve perfor-
mance. Conversely, (Basar et al., 2024) in Malaysia and Nguyen (2022) in Vietnam observed that
MSME: integrating financial planning with digital innovation achieved higher levels of resilience dur-
ing the pandemic. These comparative findings underscore a universal pattern across developing econ-
omies: digital transformation alone is insufficient without financial literacy and management disci-
pline.

From the standpoint of Financial Management Theory (Gitman & Zutter, 2015), effective
resource allocation is the foundation of strategic decision-making. E-commerce data provides real-
time information on sales and expenses, which, when integrated into accounting systems, enhances
the precision of budgeting and forecasting. This integration allows MSME:s to transform transactional
data into actionable insights, supporting better capital management and reducing operational risk. As
(Naumenkova et al., 2019)(Krisdian & Khairani, 2022) highlight, firms that systematically analyze
financial data can anticipate liquidity issues before they escalate into crises a practice that many Indo-
nesian MSMEs are beginning to adopt through digital bookkeeping and fintech solutions.

The synergy between e-commerce and financial management also aligns with Stewardship
Theory (Venkatesh & Davis, 2000). MSME owners who maintain transparent financial practices and
adopt digital tools demonstrate stewardship behavior, taking responsibility not only for profit gener-
ation but also for business continuity and community trust. This behavior strengthens stakeholder
relationships particularly with suppliers, customers, and banks and increases access to formal
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financing. As (Zada et al., 2021) observed, when MSMEs align financial discipline with innovation,
they transform from reactive entities into proactive organizations capable of long-term growth.

This synthesis highlights a crucial implication: MSME performance is not determined by digital
or financial factors in isolation, but by their interaction. The digital capability derived from e-com-
merce adoption must be complemented by financial capability to ensure sustainability. Therefore,
policymakers, educators, and entrepreneurs must view digital transformation and financial literacy as
mutually reinforcing domains that form the backbone of MSME competitiveness in the 21st-century
economy.

Policy and Practical Implications

The combined insights from the analysis above carry significant implications for policy, prac-
tice, and future research. The empirical and theoretical synthesis suggests that enhancing MSME
performance requires a holistic strategy that simultaneously develops digital infrastructure, financial
literacy, and managerial capacity. Without these three pillars working together, Indonesia’s transition
toward an inclusive digital economy will remain uneven and incomplete.

First, at the policy level, the government should focus on expanding digital infrastructure, par-
ticularly in rural and remote areas where most MSMEs are located. As (Busnetty & Tambunan, 2020)
and APJII (2023) note, infrastructure inequality remains a structural barrier to e-commerce adoption.
Broadband expansion, affordable mobile data, and community internet centers are essential invest-
ments to enable rural entrepreneurs to participate in online markets. The Ministry of Cooperatives
and SMEs, in collaboration with regional governments, could introduce targeted programs combin-
ing internet access provision with digital mentoring, similar to Malaysia’s SME Digitalization Grant or
Vietnam’s Go Digital SMESs Initiative (Agung et al., 2024)(Phan et al., 2023).

Second, at the managerial level, MSMEs must integrate financial management practices into
their digital operations. This includes implementing simple bookkeeping applications, setting up fi-
nancial dashboards to track online sales, and using e-commerce analytics to plan budgets and pricing
strategies. Training modules developed by the Financial Education and Training Agency (BPPK) of
the Ministry of Finance could be adapted to MSME needs, emphasizing practical skills such as cash
flow forecasting and online payment reconciliation. (Hasanudin, 2023) and (Rolinda et al., 2022) both
confirm that accurate financial reporting significantly improves business performance and credibility,
thus helping MSMEs gain access to bank credit or investor funding.

Third, public-private collaboration is critical. E-commerce platforms such as Shopee, Tokope-
dia, and Lazada can act as ecosystem enablers by offering training and financial integration tools. For
instance, Shopee’s Kampus UMKM Digital initiative demonstrates how digital companies can empower
small businesses through education and access to digital marketplaces. These collaborations should
be institutionalized through partnerships with local universities, vocational centers, and cooperatives.
(Alam, 2023) and (Mustafa et al., 2023) show that public-private cooperation enhances MSME re-
silience during crises and accelerates technology diffusion in developing economies.

Fourth, the financial sector including banks, fintech firms, and microfinance institutions—
should leverage MSMESs’ e-commerce transaction data to assess creditworthiness. This approach
aligns with the principle of financial inclusion and can help MSMEs transition from informal to for-
mal financial systems. As suggested by (IAI, 2015) and (Ratnawati et al., 2022) transparent financial
reporting serves as a bridge between small businesses and financial institutions. Digital platforms can
facilitate this process by integrating transaction histories into digital credit scoring systems, allowing
banks to evaluate borrowers using objective data.

Fifth, the educational and academic community plays a crucial role in sustaining MSME de-
velopment. Universities should incorporate financial management and e-commerce courses into en-
trepreneurship programs, emphasizing practical application. Moreover, academic research should fo-
cus on measuring the long-term impact of digital and financial capability integration. Studies by
(Albertini, 2013; Hunjra et al., 2012; Zada et al., 2021) provide theoretical foundations that can be
expanded using mixed-method approaches in future empirical work. Such interdisciplinary research
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will help identify the most effective models of digital-financial synergy for MSMEs in developing
economies.

Finally, the social and community dimension of MSME empowerment should not be ne-
glected. Many micro-entrepreneurs operate within tightly knit local networks where trust and repu-
tation are vital. Programs aimed at improving digital and financial literacy should therefore adopt a
community-based approach, involving local leaders, cooperatives, and women’s groups. Evidence
from Indonesia and Uganda (Turyahebwa et al., 2013) indicates that peer-based learning and men-
toring significantly enhance financial behavior and technology adoption rates among small entrepre-
neurs.

In summary, the policy and practical implications of this study can be viewed through three levels of
action:

1. Structural empowerment — investing in infrastructure and access;

2. Capacity development — strengthening human and managerial capital; and

3. Institutional collaboration — aligning policies, platforms, and financial systems.

By aligning these three dimensions, Indonesia can accelerate MSME transformation into
digitally competent, financially disciplined, and globally competitive enterprises. As emphasized by
(Barney, 1991) and (Venkatesh & Davis, 2000), long-term competitiveness depends on the continu-
ous development of both tangible and intangible resources. Strengthening MSME digital and financial
capabilities is therefore not merely a matter of adaptation but a strategic imperative for sustainable
economic growth.

Conclusions

This study concludes that e-commerce and financial management are two interconnected pil-
lars that jointly determine the success and sustainability of micro, small, and medium enterprises
(MSMEs) in Indonesia. The integration of digital capability through e-commerce and managerial ca-
pability through financial management enables MSMEs to expand their markets, improve efficiency,
and ensure long-term financial stability. These two elements complement one another—e-commerce
drives growth and innovation, while financial management ensures accountability and continuity.

The findings demonstrate that digital transformation cannot stand alone without adequate fi-
nancial discipline. While e-commerce facilitates wider market access and operational efficiency, strong
financial management ensures that business resources are effectively controlled, cash flow remains
stable, and profits ate reinvested productively. MSMEs that can integrate both aspects tend to be
more resilient, adaptable, and competitive in the rapidly evolving digital economy.

From a theoretical perspective, this study affirms that MSME competitiveness is built upon
internal resources digital literacy, technological capability, and financial skills that are difficult for
competitors to imitate. Digital technology adoption represents the capacity for innovation, while
sound financial management reflects the ability to maintain order, transparency, and sustainability.
When these two dimensions interact harmoniously, MSMEs are better equipped to achieve superior
and sustainable performance.

In practical terms, the results underline the importance of strengthening infrastructure, human
capital, and institutional collaboration. The government needs to expand digital access and provide
training to enhance both digital and financial literacy among entrepreneurs, especially in rural areas.
Financial institutions should develop mechanisms that recognize MSME transaction histories from
e-commerce platforms as credible financial records to improve access to credit. At the same time,
digital platforms and private stakeholders should play an active role in providing education, mentor-
ship, and financial integration tools to support business growth.

In conclusion, the synergy between e-commerce and financial management forms the founda-
tion of sustainable MSME development. Encouraging digital adoption while promoting financial ac-
countability will not only improve business performance but also contribute to inclusive and resilient
economic growth. Strengthening these two aspects is therefore essential for transforming Indonesia’s
MSME: into digitally empowered, financially disciplined, and globally competitive enterprises.
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