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 Financial education plays a crucial role in the sustainability and 
development of micro, small, and medium enterprises (MSMEs). This 
study aims to examine the influence of financial education and financial 
literacy on financial management behavior. The research uses a 
quantitative approach with a survey method. A quantitative approach 
was chosen to observe the effect of financial education and literacy on 
the financial management behavior of MSMEs in Tasikmalaya City. The 
research instruments consist of questionnaires related to financial 
education, the level of financial literacy (adapted from the Financial 
Literacy Index by OJK) assessing basic financial knowledge, and 
questionnaires related to financial management behavior. The data 
analysis technique uses regression tests to determine the influence of the 
independent variables on the dependent variable. The conclusion of this 
study indicates that financial education and financial literacy 
significantly impact financial management behavior. This underscores 
the importance of these two factors in improving financial management 
behavior among MSME players. 
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1. INTRODUCTION  
UMKM is an abbreviation for Micro, Small and Medium Enterprises, which are defined based on 
several criteria such as number of workers, turnover and assets (Dhamayantie & Fauzan, 2017; 
Hendrawan et al., 2020; Islam et al., 2022; Nugroho & Muchran, 2023).  According to Law no. 20 of 
2008 concerning Micro, Small and Medium Enterprises In this law, MSMEs are differentiated based on 
assets and turnover: 1) Micro Enterprises: Have assets of a maximum of IDR 50 million (excluding land 
and buildings where the business is located) and a maximum turnover of IDR 300 million per year. 2) 
Small Business: Has assets of more than IDR 50 million to a maximum of IDR 500 million, and a 
turnover of between IDR 300 million to a maximum of IDR 2.5 billion per year. 3) Medium Enterprises: 
Have assets of more than IDR 500 million to a maximum of IDR 10 billion, with a turnover of between 
IDR 2.5 billion to a maximum of IDR 50 billion per year. 

In general, Micro, Small and Medium Enterprises (MSMEs) have a strategic role in 
encouraging the economic development of a country. Moreover, Indonesia as a developing country is 

about:blank
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very important to pay attention to the MSME sector so that it can encourage economic growth (Basry 
& Sari, 2018; Djou, 2019; Ria, 2018; Yanti, 2019). Apart from MSMEs being able to encourage economic 
growth, MSMEs can also act as incubation centers for small businesses in the community which 
themselves can create new jobs, especially for the surrounding community. Based on data from the 
Ministry of Cooperatives and SMEs, the MSME sector contributes more than 60% to the national Gross 
Domestic Product (GDP) and absorbs around 97% of the total workforce in Indonesia. The existence 
of MSMEs also helps stabilize the domestic economy in the face of external shocks, because they are 
less dependent on international markets compared to large companies. Through MSMEs circulating 
in society, local product innovation can also be increased so that it can be marketed more widely. 
Therefore, the development and guidance of MSMEs by the government is a means of increasing 
economic growth in society. 

MSMEs in Tasikmalaya City have an important role in driving the regional economy. This is 
due to the city's label of handicrafts and creative industries ranging from: food and drink, bamboo 
crafts, embroidery, and the local fashion industry. Based on data from the Tasikmalaya City 
Department of Cooperatives and MSMEs in 2022, there are more than 62,000 active MSME units in 
this city, with a large contribution in absorbing the workforce. Around 60-70% of total employment in 
Tasikmalaya comes from the MSME sector, which plays a significant role in reducing unemployment 
and increasing people's income. According to data from the Tasikmalaya City Central Statistics Agency 
(BPS), the MSME sector contributes around 58% of the total GRDP (Gross Regional Domestic Product) 
of Tasikmalaya City, especially from the trade and processing industry sectors. Not only does it reflect 
the economic movement through developing MSMEs, but the presence of MSMEs in Tasikmalaya can 
reflect superior products from the Tasikmalaya city area.  

The development of MSMEs in the city of Tasikmalaya does not necessarily come with 
problems. Some of the challenges faced range from access to capital, financial education, financial 
literacy, to financial management behavior. Financial education is important so that MSMEs can 
further develop and compete in a wider market. One of the main challenges faced by MSMEs in 
Indonesia, including in Tasikmalaya City, is the low level of financial literacy. Based on a report from 
the Financial Services Authority (OJK) in 2022, the level of financial literacy in Indonesia only reached 
49.68%, which means that more than half of business actors do not fully understand the basic concepts 
in financial management, such as bookkeeping, cash management, and financial planning. This applies 
to MSMEs in Tasikmalaya City, where MSME actors still use methods passed down from their families 
or traditional knowledge. For example, it is often found that financial management between personal 
finances and business finances is mixed so that they cannot see the development of MSMEs 
systematically and structurally. As a result, financial management is carried out perfunctory so that 
sometimes cash inflows and outflows are not properly documented and the MSMEs are vulnerable to 
bankruptcy. Apart from that, with financial reports that do not meet the standards, MSMEs have 
difficulty accessing capital financing from financial institutions because the financial reports are made 
in a crude manner. Therefore, education and financial literacy are important in providing benefits in 
developing MSMEs. 

Financial education is important for MSME managers in maintaining the existence of their 
MSMEs. Several basic things such as recording transactions, managing cash flow, and budget planning 
are often ignored. Financial education aims to provide basic understanding for MSME players so they 
can manage their finances better so that MSME finances can be well maintained (Amaliyah & 
Witiastuti, 2015; Arianti, 2020; Djou, 2019; Laily, 2016; Yushita, 2017). With good financial literacy, 
MSMEs can more easily separate personal and business finances, manage expenses more wisely, and 
carry out more strategic financial planning, such as budget allocation for business development or loan 
management. 

Education and financial literacy have a significant impact on the financial management 
behavior of MSME players. With adequate knowledge about financial management, MSMEs can make 
wiser decisions in planning and managing their financial resources. Effective financial education will 
provide an understanding of the importance of preparing a budget, recording every transaction, and 
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planning expenses, thereby helping business actors maintain healthy cash flow. In addition, financial 
literacy allows them to understand the concepts of debt, investment and risk, which are very important 
in developing a business. When MSMEs have a good understanding of financial principles, they tend 
to implement better financial management practices, such as avoiding excessive debt, efficient use of 
capital, and long-term financial planning (Arianti, 2020; Herawati, 2015; Laily, 2016; Susanti, 
Ismunawan, Pardi, & Ardyan, 2018). Thus, increasing education and financial literacy will not only 
improve the financial situation of individual MSMEs but can also contribute to wider economic growth 
in the region, including in Tasikmalaya City. 

2. RESEARCH METHOD  
This research uses a quantitative approach with survey methods. A quantitative approach was chosen 
to be able to see the influence of financial education and literacy on the financial management behavior 
of MSMEs in Tasikmalaya City. The survey method allows researchers to collect primary data directly 
from relevant respondents, namely MSME actors. The population in this research is all MSME actors 
in Tasikmalaya City who are registered with the Tasikmalaya City Cooperative and MSME Service. The 
sample was taken by purposive sampling, which was limited to those who had never attended financial 
education as many as 30 MSMEs who received training.   

The research instrument consists of questionnaires related to financial education, financial 
literacy levels, which were adapted from the OJK Financial Literacy Index with an assessment of basic 
knowledge about finance and questions related to MSME financial management behavior, which 
consists of cash flow management, financial planning, debt management, financial recording to with 
financial decision making. The data analysis technique uses paired test analysis techniques, namely to 
see the influence of financial education and financial literacy in improving financial management 
behavior  

3. RESULTS AND DISCUSSIONS  
The implementation of the research was based on the results of a questionnaire given by researchers 
to 30 MSMEs. For financial education and literacy, the indicators taken are basic financial knowledge, 
with financial management practices. Meanwhile, MSME financial management behavior consists of 
cash flow management, financial planning, debt management, financial recording and financial 
decision making. The following is the profile of the MSMEs that were used as respondents in this 
research: 

Table 1. Types of MSME Businesses  

Type of Business Frequency Percent 

Micro Business 17 56.7 

Small business 10 33.3 

Medium Business 3 10.0 

Total 30 100.0 

Based on the data in Table 1, the majority of MSMEs in Tasikmalaya City who were respondents in this 
research are in the category Micro Business, with as many as 17 business units, or 56,7% of the total 
respondents. This type of business dominates because of its characteristics, which tend to have limited 
capital and capacity, but they are very numerous in the local economy. Furthermore, Small business 
ranks second with 10 business units, or 33,3% of the total respondents. Small businesses generally have 
a larger scale than micro businesses, both in terms of income and number of workers. Meanwhile, 
Medium Business represented only by 3 business units, or 10,0% of the total, indicating that medium 
businesses are still the smaller segment among MSME players in this area. 

Table 2. Length of Business by MSME Actors 
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Length of business Frequency Percent 

<1 Year 13 
 

43.3 

1-3 Years 12 40.0 

3-5 Years 2 6.7 

> 5 Years 3 10.0 

Total 30 100.0 

Based on the data in Table 2, the majority of MSMEs who were respondents in this study have 
businesses that are relatively new. A total of 13 business units or 43.3% of the total respondents had a 
business age of less than 1 year, indicating the high enthusiasm of the community to start new 
businesses in Tasikmalaya City. The second largest group is MSMEs that have been operating for 
between 1 and 3 years, with 12 business units or 40.0% of the total respondents. This data shows that 
almost 83.3% of MSMEs in Tasikmalaya are in the early to mid phase of their business development. 
Meanwhile, only 2 business units or 6.7% have been operating for 3 to 5 years, and 3 business units or 
10.0% have been established for more than 5 years. This figure indicates that a small number of MSMEs 
have succeeded in maintaining and developing their businesses in the long term. Overall, this data 
shows that the majority of MSMEs in Tasikmalaya are still in the early stages of development, with a 
high need for support and education to ensure the continuity of their businesses. 

Table 3. Number of MSME Employees 

Number of employees Frequency Percent 

1-5 people 15 50.0 

6-10 people 10 33.3 

11-15 people 1 3.3 

>15 people 4 13.3 

Total 30 100.0 

Based on the data in Table 3, the majority of MSMEs in Tasikmalaya City who were respondents have 
a relatively small number of employees. A total of 15 business units or 50.0% of the total respondents 
employ 1 to 5 employees, indicating that the majority of MSMEs in this region operate on a micro scale 
with limited human resources. Furthermore, 10 business units or 33.3% have 6 to 10 employees, which 
shows a slightly larger business scale but is still relatively small. Meanwhile, only 1 business unit or 
3.3% employs 11 to 15 employees, and 4 business units or 13.3% have more than 15 employees. The 
relatively small number of MSMEs with more than 10 employees shows that MSMEs with larger 
capacities are still limited. 

Table 4. Average Monthly Income 

Average_Monthly_Income Frequency Percent 

< Rp. 5,000,000,- 8 26.7 

Rp. 5,000,000 - Rp. 10,000,000 13 43.3 

Rp. 10,000,000 - Rp. 20,000,000 5 16.7 

> Rp. 20,000,000,- 4 13.3 

Total 30 100.0 

Based on the data in Table 4, the majority of MSMEs in Tasikmalaya City have monthly income in the 
range of IDR 5,000,000 to IDR 10,000,000, with 13 business units or 43.3% of the total respondents 
reporting income in that range. This shows that the majority of MSMEs are still in the development 
stage with medium income. A total of 8 business units or 26.7% had an average monthly income of less 
than IDR 5,000,000, which indicates that there are MSMEs operating on a small scale with lower 
income. On the other hand, 5 business units or 16.7% have monthly income between IDR 10,000,000 
to IDR 20,000,000, while 4 business units or 13.3% have income of more than IDR 20,000,000. Even 
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though the number of MSMEs with higher income is relatively small, this shows that there are 
businesses capable of generating significant income. The following are descriptive statistics of data 
from financial education, financial literacy and financial management behavior in Tasikmalaya City 
MSMEs. 

 

Table 5. Descriptive Statistics on Financial Education and Literacy, Financial Management Behavior of MSMEs 

 Minimum Maximum Mean Std. Deviation 

Education_Finance 17.00 28.00 21.6667 2.46819 

Financial_Literacy 19.00 33.00 23.9333 2.93532 

Financial_Management_Behavior 70.00 85.00 75.2000 3.37741 

First, in the Financial Education variable, the minimum score recorded was 17, while the maximum 
score reached 28. With an average score of 21.6667, it can be said that MSME actors in Tasikmalaya 
City have a fairly good level of financial education, although there are still some respondents who get 
a lower score. The standard deviation value of 2.46819 indicates that there is moderate variation in the 
level of financial education among respondents. This indicates that although many MSME players have 
received good financial education, there are also those who may need more attention in this regard. 

Furthermore, for the Financial Literacy variable, the minimum score recorded was 19, with the 
maximum reaching 33. The average score for financial literacy was 23.9333, which shows that overall, 
respondents have a relatively good understanding of financial literacy. However, the standard 
deviation of 2.93532 indicates that there is greater variation compared to financial education, 
indicating that some MSMEs may have lower levels of literacy, while others are superior in this regard. 
Then the financial management behavior variable has an average value of 75.2 with a standard 
deviation of 3.37741. 

The next step is to test normality for the three variables. The results are as follows: 

Table 6. Normality Test Results 

 Shapiro-Wilk 

 Say. Results 

Education_Finance .200* Normal 

Financial_Literacy .054 Normal 

Financial_Management_Behavior .057 Normal 

The results of this normality test are reported with a significance value (Sig.) which indicates whether 
the data distribution for each variable can be considered normal. If the significance value is greater 
than 0.05, then the data is considered to be normally distributed. The following is a further 
explanation: 1) The significance value for this variable is 0.200. Because this value is greater than 0.05, 
the data on the Financial Education variable can be considered normally distributed. Thus, the 
normality assumption is met for this variable. 2) This variable has a significance value of 0.054. Even 
though the value is close to the limit of 0.05, this result is still greater than 0.05, so the data distribution 
for the Financial Literacy variable is also considered normal. 3) The significance value obtained for this 
variable is 0.057. Just like the previous variable, this value is greater than 0.05, which means the data 
on the Financial Management Behavior variable is also considered normally distributed. Overall, all 
variables in this table—Financial Education, Financial Literacy, and Financial Management Behavior—
meet the assumptions of normality based on the results of the Shapiro-Wilk test. Thus, this normally 
distributed data allows researchers to use parametric statistical tests in further analysis. 

Next, hypothesis testing and regression testing are carried out.  The results are as follows: 

Table 7. Hypothesis Test Results 
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Hypothesis Significance 
Value 

Correlatio
n 

Coefficien
t 

Coefficient of 
Determinatio

n 

Regression 
Equations 

Conclusion 

There is an influence of 
financial education on 
financial management 
behavior 

0.0007 0,484 0.234 Y = 60.851 + 
0.662 

There is an influence of 
financial education on 
financial management 
behavior 

There is an influence of 
financial literacy on 
financial management 
behavior 

0.0000 0.600 0.360 Y = 58,697 + 
0.690 

There is an influence of 
financial literacy on 
financial management 
behavior 

For the influence of Financial Education, the significance value is 0.0007, and for Financial Literacy it 
is 0.0000. These two values are far below the general significance limit of 0.05, which indicates that 
there is a statistically significant influence of the two variables on financial management behavior. This 
column shows the correlation coefficient between each independent variable (Education and Financial 
Literacy) and the dependent variable (Financial Management Behavior). 

For Financial Education, the correlation coefficient is 0.484, which indicates a moderate 
positive relationship between financial education and financial management behavior. For Financial 
Literacy, the correlation coefficient is 0.600, indicating a stronger positive relationship compared to 
financial education. 

The coefficient of determination shows the proportion of variance in the dependent variable 
that can be explained by the independent variable. For Financial Education, the coefficient of 
determination is 0.234, which means that around 23.4% of the variation in financial management 
behavior can be explained by financial education. For Financial Literacy, the coefficient of 
determination is 0.360, indicating that 36% of the variation in financial management behavior can be 
explained by financial literacy. This shows that financial literacy has a greater influence on financial 
management behavior than financial education. 

This column presents the regression equation obtained from the analysis. For Financial 
Education, the regression equation is Y = 60.851 + 0.662 X, where Y is financial management behavior 
and X is financial education. The coefficient of 0.662 indicates that every one unit increase in financial 
education will increase financial management behavior by 0.662 units. For Financial Literacy, the 
regression equation is Y = 58.697 + 0.690 finance on financial management behavior. This emphasizes 
the importance of these two factors in improving financial management for MSME players. 

. Financial education has been proven to help business actors optimize working capital 
management, increase profitability, and maintain cash flow stability. MSME players who have better 
knowledge about how to manage their business finances tend to be able to carry out more accurate 
records, reduce unnecessary operational costs, and plan more targeted growth strategies.  This increase 
in financial management behavior can also be associated with better decision making based on 
financial information obtained after education. For example, business actors who previously did not 
understand the importance of financial recording may experience difficulties in managing finances, 
but after attending training, they become more disciplined in recording financial transactions and are 
able to analyze business performance based on financial reports (Idawati & Pratama, 2020; Israel, 
Surarso, & Widiyanto, 2012; Mariani & Suryani, 2018;  Overall, this table shows that both financial 
education and financial literacy have a significant and positive influence on financial management 
behavior. Financial literacy seems to have a greater influence than financial education, which could be 
a concern for developing training and intervention programs to improve financial management skills 
among MSMEs. 

 
4. CONCLUSION  
The conclusion from the results of this research is that there is a significant influence of financial 
education and financial literacy on financial management behavior. This emphasizes the importance 
of these two factors in improving financial management for MSME players 
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