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The main objective of this study is to analyze the role of competitiveness as a
mediator in the relationship between financial technology (fintech) adoption and
financial sustainability performance in Micro, Small, and Medium Enterprises
(MSMEs) in Indonesia. Fintech provides easy access to digital financial services
that positively impact productivity and transaction efficiency in MSMEs. This
study uses the Practice-Based View (PBV) approach to understand how MSMEs
can adopt fintech to improve their competitiveness and financial sustainability
performance. Data was collected from 190 respondents who have adopted fintech
using purposive sampling and snowball sampling techniques. This research uses
the Partial Least Squares - Structural Equation Modeling (PLS-SEM) method
through SmartPLS 4.0. The results showed that fintech significantly affects
competitiveness and financial sustainability performance in MSMEs, and
competitiveness substantially mediates the relationship between the two. This
study confirms that using fintech as a strategic practice can strengthen
competitiveness and thus encourage financial sustainability performance in the
long term.
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INTRODUCTION In 2023, OJK noted that total transactions

through fintech platforms reached more than Rp.

Sustainability issues in this era of 300 trillion, a significant increase from the

digitalization have led to rapid technological previous year. Micro, Small, and Medium

innovation. Several advances have been Enterprises (MSMEs) widely wuse digital
developed to address these sustainability transactions.

challenges in recent years. One of them is
financial technology (fintech), a transformation
in the financial sector that shows the synergy
between technology and sustainability practices
(Atayah et al., 2024; Cruz & Pascual, 2023).
Fintech refers to using technological advances to
provide financial services to customers more
easily and efficiently (Dwivedi et al., 2021).

In Indonesia, the growth of fintech is
experiencing rapid development due to the
increase in internet access and the widespread
use of smartphones. Based on data from the
Otoritas Jasa Keuangan (OJK), the use of fintech
is increasing every year, indicating the high
public interest in digital-based financial services.
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The presence of MSMEs creates flexibility
that allows them to adjust quickly to market
demands and can strengthen economic resilience
(Golgeci et al., 2020). However, MSMEs also
face financial challenges that require adaptation
to technological advances in the financial sector
and the cultivation of sustainable practices
(Abisuga-Oyekunle et al., 2020). In addition,
MSMEs can also implement innovation
strategies such as fintech adoption to support
sustainable development (Bogers et al., 2018).

Adopting fintech opens access to various
financial tools such as banking and digital
payment platforms (Hollanders, 2020). Studies
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from Bank Indonesia (2020) show that
digitization has increased productivity and
efficiency in MSMESs. In 2021, around 89% of
QRIS wusers were MSME actors. Applying
fintech such as QRIS can help MSMEs transact
quickly and efficiently. This digitalization carried
out by Bank Indonesia supports MSMEs in
expanding domestic and international markets
and taking advantage of e-commerce. Not only
that, but adopting fintech also integrates with
sustainability performance aspects.

Integrating  fintech  adoption  with
blockchain technology and big data analysis
further strengthens MSME operations in this
modern digitalization transformation (Hassan et
al., 2023). Fintech, which provides access to
digital financial services and simplifies financial
management, plays a vital role in accelerating the
use of technology by MSMEs. With blockchain,
financial transactions through fintech platforms
become more secure and transparent, helping
MSMEs improve resource allocation and reduce
the risk of fraud in financial transactions
(Rehman et al., 2022).

Blockchain technology has the potential to
provide solutions to sustainability issues,
although it needs to be thoroughly evaluated by
taking into account practical, ethical, and social
aspects. Big data analysis allows MSMEs to
utilize transaction data from fintech services to
improve operational efficiency and support
informed decision-making. Adopting fintech in
collaboration with big data will make MSMEs
optimize their cash flow and business strategies,

thus  driving efficiency and long-term
sustainability. Applying this technology will also
create a more innovative and responsive

ecosystem, which is essential for competitiveness
in the industrial era 4.0 (Patidar et al., 2023).

The use of technology in the industrial era
4.0 can increase the competitiveness of
companies (Nasiri et al.,, 2020). Research
Seyedghorban, et al. (2020) says that technology
can increase transparency and more flexible
relationships in a business to improve
performance and  shorten lead  times.
Competitiveness and sustainability also have a
close relationship, especially in MSMEs, which
can encourage innovation and make companies
different from their competitors (Yun et al.,
2020). Sustainability practices can improve
operational efficiency and strengthen brand
image in the eyes of customers and the market.

Existing research shows gaps in
understanding the relationship between fintech
adoption,  competitiveness, and financial

sustainability performance in Micro, Small, and
Medium Enterprises (MSMEs). However, some
previous studies have focused on strategy and
environmental orientation (Siddik et al., 2023).
There is still limited research discussing the
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impact of fintech adoption on MSMEs in the
manufacturing sector and the critical role of
finance in enhancing sustainable competitiveness
(Khan et al., 2023). This study aims to explain
the relationship between fintech adoption,
competitiveness as mediation, and financial
sustainability performance in Micro, Small, and
Medium Enterprises (MSMEs).

This study uses the Practice Based View
(PBV) approach as a guide to explore how
technology can improve financial sustainability
performance. PBV helps to understand how
actions can be widely adopted to influence
performance (Bromiley & Rau, 2014). Unlike the
Resource-Based View (RBV), which emphasizes
competitive advantage through unique resources,
PBV views performance as the result of widely
recognized activities other companies can
perform.

PBV emphasizes how practices that many
companies can adopt can influence company
performance. In  sustainability, PBV s
particularly useful for analyzing performance
outcomes, especially in Micro, Small, and
Medium Enterprises (MSMEs). This method
facilitates companies in adopting
technologies such as fintech, thereby providing
an appropriate approach to examine how
companies can enhance sustainability (Rehman
et al., 2022). This aligns with the primary
objective of this study, which is to understand the

new

relationship  between  fintech  adoption,
competitiveness, and financial sustainability
performance.

This study focuses on the role of

competitiveness as a mediating variable in the
relationship between fintech adoption and
financial sustainability performance, which
remains underexplored, particularly among
manufacturing-based MSMEs. Distinct from
previous studies that examine technology,
competitiveness, and sustainability in isolation,
this research offers an integrative perspective by
explaining how fintech adopyion enchances
financial efficiency and fosters competitive
advantage, contributing to environmentally
sustainable practices within MSMEs.

It further provides
demonstratingthat  fintech  adoption  can
indirectly improve financial sustainability
performance through competitiveness. Thus, this
study fills the gap of previous research by
examining how fintech adoption affects financial
sustainability performance with the intermediary
of competitiveness in MSMEs. The PBV
framework underpins the research to help deepen
the understanding of how fintech adoption
affects competitive advantage and financial
sustainability performance through better access
to finance.

new insights by
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Hypotheses Development

Fintech and Financial

Performance (FSP)

Sustainability

Fintech, which refers to the application of
technology to improve and transform financial
services, has gained attention for its ability to
increase access to finance, simplify processes,
and promote transparency (Qureshi & Siddiqui,
2021). Companies that experience the
development of innovative digital financial
ecosystems through fintech play an essential role
in advancing finance, increasing inclusiveness,
stability, and integrity, which ultimately
contribute to sustainable development (Zhang-
Zhang et al., 2020).

Although the progress of fintech has been
significant, there are still shortcomings especially
regarding the long-term impact on financial
stability and sustainability, namely empirical
evidence on its effect on economic development
and inequality especially in developing countries
is still limited, and the ethical dimensions of
fintech such as privacy and data security still
need further research (Vergara & Agudo, 2021).
Therefore, there is growing interest in examining
the relationship between fintech adoption and
sustainability financial performance. Several
studies have also shown that fintech adoption
positively  impacts financial sustainability
performance (Zhou et al., 2022).

Referring to the existing research gap and
the complex interaction between fintech practices
and financial sustainability, the current study
aims to investigate the impact of fintech on
financial sustainability performance in MSMEs
with a focus on the mediating role of
competitiveness. Previous research has shown
fintech's positive influence on organizations'
financial sustainability performance (Dwivedi et
al., 2021; Siddik et al., 2023; Yan et al., 2022).
Based on the PBV approach, organizations that
can mimic fintech adoption in the context of
sustainability will help analyze performance
outcomes in MSMEs. Therefore, by adopting
fintech, this research expects a significant
positive impact on Financial Sustainability
Performance (FSP) in MSMEs. Based on this
understanding, the hypothesis is proposed as
follows.

H1: Fintech significantly affects Financial
Sustainability Performance (FSP) in MSMEs.

Fintech and Competitiveness

The application of fintech can optimize
traditional business models by reducing
operational costs on services, increasing
efficiency, strengthening risk management and
creating a more customer-focused approach
(Wang et al., 2021). Therefore, fintech
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innovation is an essential component of business
strategy for MSME actors. Using this fintech
innovation strategically has a positive impact on
organizations, driving an  increase in
competitiveness and current market performance
(Ahn & Kim, 2019), so technological
developments play an important role in
increasing competitiveness through improved
customer service. Competitiveness can be
defined as the ability of a business to survive,
develop, and generate profits (Dwivedi et al.,
2021).

Kluyver and Pearce, (2015) said that
competitiveness includes all efforts made by a
business entity to compete with other businesses.
Specifically, the competitiveness of MSMEs
refers to the added value offered to customers
that makes them choose the products or services
of these MSMEs over those of their competitors.
With technological innovations such as fintech,
MSMEs can increase operational efficiency and
reduce  business costs, increasing their
competitiveness. This encourages MSMEs to
provide products and services that meet customer
needs. Previous research also shows that if
fintech adoption is managed strategically, it will
increase efficiency and significantly increase
organizations' results (Momaya, 2018). Using
fintech has been shown to improve profitability,
financial innovation, and strengthen risk control.

Technological innovation through fintech
can Dbe essential in increasing business
competitiveness by improving customer service.
The adoption of fintech on competitiveness has a
positive influence on MSMEs, because fintech
allows MSMEs to access a variety of more
efficient financial tools, such as payment
platforms, making MSMEs more competitive
(Hidayat & Alsolamy, 2023). Gunawan et al.
(2024) also said that fintech is essential to
competitiveness through efficiency, market
expansion, and customer experience. Based on
the PBV approach, when a company integrates
the latest technology, such as fintech, it will
increase productivity and be more competitive.
In line with this study's objectives, the study
examines the impact of the application of fintech
on competitiveness in MSMEs. Based on this
understanding, the hypothesis is proposed as
follows.

H2: Fintech significantly affects competitiveness
in MSMEs.

Competitiveness and Financial Sustainability
Performance (FSP)

Competitiveness has a highly significant
influence on financial sustainability performance
(Lopez et al., 2022). Businesses with strong
competitiveness can allocate more resources to
improve sustainability, such as green product
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development and ethical business practices that
enhance reputation. Therefore, competitiveness
can drive innovation and make the business
adapt to market and environmental changes.
Previous research confirms that competitiveness
drives financial sustainability performance (Yun
et al.,, 2020). Competitiveness plays a role in
developing innovative solutions for social and
economic sustainability. Developing
environmentally friendly technologies
contributes to the positive image of the business
and ultimately supports financial sustainability.
This research also explains that competitiveness
and sustainability are not opposite concepts but
are interrelated and directly related, especially in
MSME:s.

However, research conducted by Dwivedi
et al. (2021) said that competitiveness and
sustainability do not have a direct two-way
relationship because they are complex and
consist of various dimensions. The research
conducted by Murinde et al. (2022) said that

competitiveness is essential in improving
operational efficiency, innovation, and
adaptation to market changes, making
competitiveness support environmentally

friendly, sustainable business practices. Thus, the
PBV approach will explain how a business sees
competitiveness as a form of strategy and a
practice that promotes long-term sustainability.
So, this PBV approach provides a framework to
understand that competitiveness driven by
strategic practices supports financial
sustainability performance in MSMEs that must
innovate and adapt to remain relevant in the
marketplace. Based on this understanding, the
hypothesis is proposed as follows.

H3: Competitiveness  significantly  affects
Financial Sustainability Performance (FSP) in
MSME:s.

Mediating Role of Competitiveness

The wuse of fintech strengthens a
company's ability to manage risks and improve
customer orientation, which has a positive
impact on the trust and competitiveness of the
company (Wang et al, 2021). Implementing
fintech is considered an essential innovative
strategy for businesses (Dwivedi et al., 2021),
because it reduces operational costs and
improves overall efficiency and performance
(Glavina et al., 2020). The presence of
technology such as fintech will facilitate financial
transactions, increase user convenience, foster
loyalty, and increase competitiveness. Fintech
adoption  contributes to improving the
competitiveness of companies, but the level of
competitiveness generated depends on how the
fintech adoption process is managed (Murinde et
al., 2022).

The gradual or immediate adoption of
fintech helps simplify transactions, lower
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operational costs, attract more customers, and
ultimately strengthen the competitiveness of
firms, so the concepts of competitiveness and
sustainability are of global concern (Dwivedi et
al., 2021). Sustainability refers to the balanced
use of resources so that future generations can
enjoy the same resources as current generations.
Achieving sustainability requires efforts covering
three main aspects, environmental, economic,
and social, to ensure the organization's
continuity. On the other hand, competitiveness
describes healthy competition in the business
world. Research conducted by Albats et al.
(2023) said that eco-innovation positively
impacts competitive advantage and sustainable
financial performance.

Competitiveness is a significant variable in
the relationship between fintech adoption and
sustainability performance in MSMEs (Hidayat
& Alsolamy, 2023). Based on the discussion
above, this study states that competitiveness is an
intermediary between fintech adoption and
sustainability  financial performance, thus
forming a relationship between the two. Based
on the PBV approach, fintech adoption can be
applied by companies so that the results will
impact competitiveness, and the level of
competitiveness in a business can affect how well
MSME:s utilize fintech adoption to improve their
business sustainability. Thus, the hypothesis can
be proposed as follows.

H4: Competitiveness mediates the relationship
between fintech and Financial Sustainability
Performance (FSP).

Competitiveness

Financial
Sustainability
Performance

Fintech

Y

Figure 1. Research Framework

METHOD

Data collection was conducted using a

quantitative approach through surveys. The
primary data  was  collected through
questionnaires  containing  questions  the

indicators had prepared. The questionnaires were
distributed online using Google Forms and social
media such as Instagram, WhatsApp, X, and
Facebook. The research population consists of
MSMEs in Indonesia that have adopted fintech.
This study uses a non-probability sampling
method, a sampling method where each member
of the population does not have an equal chance
of being selected as part of the sample. The non-
probability sampling techniques selected are
purposive sampling and snowball sampling.



Diah Ayu Pitaloka & Chairil Afandy / Management Analysis Journal 14 (2) (2025)

Purposive sampling is a technique in
which researchers select samples based on
specific criteria. The sample criteria in this study
were MSME actors in the manufacturing sector
who had adopted fintech (payment methods
using QRIS and other payments such as e-wallets
and mobile banking). Meanwhile, the snowball
sampling technique is a method where the
researcher asks individuals who are already part
of the sample to recommend others who meet the
same criteria. The sample size was determined
using the approach proposed by (Hair et al.,
2013), which is a minimum of 5 times the
number of indicators and a maximum of 10
times the number of indicators. In this study, the
researcher used a maximum value of 10 times
with 19 indicators, resulting in 190 data points.

This study used a questionnaire to collect
data, and respondents answered using a Likert
scale ranging from 1 “strongly disagree” to 5
“strongly agree.” In this study, the PLS-SEM
method was used to analyze the data, as it is a
statistical method that explores the relationships
between variables in a research model, aiming to
test theory and predict results based on data. The
data were processed using Smart-PLS 4.0. From
the collected data, convergent and discriminant
validity tests and reliability tests were conducted.
Convergent validity was tested using outer
loadings and Average Variance Extracted (AVE)
to ensure that each indicator truly reflects the
variable being measured, where indicators with
outer loading values > 0.7 and AVE values > 0.5
are considered valid (Hair, et al., 2021).
Meanwhile, the discriminant validity test used
the Fornell-Larcker Criterion and Heterotrait-
Monotrait Ratio (HTMT) methods.

Reliability testing was conducted using
composite reliability and Cronbach's Alpha
values, where values above 0.7 indicate a good
level of reliability of the measuring instrument.
After that, PLS-SEM analysis was performed,

starting with an evaluation of the measurement
model to ensure that all indicators met the
validity and reliability requirements. Once the
measurement model was validated, structural
model analysis was conducted to test the
relationships between variables and the proposed
hypotheses. Hypothesis testing was performed
using the bootstrapping method in Smart-PLS
4.0. The significance of the relationships between
variables was tested based on t-values and p-
values.

RESULT AND DISCUSSION
Respondent Characteristics

Respondents in this study are MSME
actors with diverse backgrounds. Based on Table
1, it can be seen from the gender category that
women are dominant, as much as 72.63%, which
shows that women play an essential role in
running MSMEs. Then, based on age, the
majority of respondents were aged 17-25 years,
as much as 45.79%, then the second level was
dominated by ages 26-35 years at 28.42%, which
reflects that young people and productive age-run
MSME actors. In terms of education, most of
them are in senior high school, as many as
43.68%; this shows that MSME actors come
from secondary education, not only that 35.79%
come from bachelor education so that they have
a deeper understanding of fintech adoption.
Meanwhile, of all respondents, many have been
running a business for 1-5 years at 53.16% with
various types of businesses, dominated by the
food and beverage business type at 66.31%,
which is an easy choice with high demand.
Furthermore, in terms of income, most MSMEs
earned an income of Rp.3,000,000 - Rp.
5,000,000 at 52.63%. Finally, business locations
are spread across various regions, Wwith
dominance in Java Island at 38.95% and
Sumatera Island at 22.63%.

Table 1. Respondent Characteristics

Category Frequency Percentage (%)

Woman 138 72.63
Gender

Man 52 27.37

Amount 190 100

17 - 25 years 87 45.79

26 - 35 years 54 28.42
Age

36 - 45 years 33 17.37

> 45 years 16 8.42

Amount 190 100

Elemenntary school 0 0
Last Education

Junior high school 7 3.68
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Senior high school 83 43.68
Diploma 25 13.16
Bachelor 68 35.79
Postgraduate 7 3.68
Amount 190 100
< 1 years 46 24.21
1 -5 years 101 53.16
Long Business Time
5 —10 years 31 16.32
>10 years 12 6.32
Amount 190 100
Food and beverage 126 66.31
Fashion 21 11.05
Type of Business Crafts 25 13.16
Groceries 9 4.73
Other 9 4.73
Amount 190 100
Rp3,000,000 — Rp5,000,000 100 52.63
Rp5,000,001 — Rp8§,000,000 45 23.58
Montly Income
Rp8,000,001 — Rp10,000,000 26 13.68
>Rp10,000,000 19 10
Amount 190 100
Sumatera 43 22.63
Jawa 74 38.95
Sulawesi 15 7.89
Business Location (Island) Kalimantan 18 9.47
Maluku 12 6.32
Papua 7 3.68
Nusa Tenggara dan Bali 18 9.47
Amount 190 100
Validity and Reliability Test
Table 2. Convergent Validity and Reliability Test Result
ol v el Cobea
DS1 0.777
DS2 0.774
Competitiveness DS3 0.949 0.741 0.934 0.910
DS4 0.881
DS5 0.937
FINTECH1 0.856
FINTECH? 0.802
Fintech FINTECH 080" 706 0.935 0.917
FINTECH4 0.864
FINTECHS 0.834
FINTECHG6 0.792
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FSP1
FSP2
FSP3

Financial Sustainability FSP4
Performance FSP5

FSP6
FSP7
FSP§

0.887
0.852
0.892
0.842
0.892
0.852
0.850
0.859

0.748 0.960 0.952

The convergent validity test was carried
out by looking at the outer loadings value in
Table 2, which shows that all variable indicators
are valid because they have a value above 0.7.
These results mean that all indicators used in this
study can be used and have a strong correlation
between factors and measuring variables. Then,
when viewed from the AVE value, it also shows
valid results because it has a value > 0.5, so each
construct indicator accurately and consistently
measures the construct that represents it.
Furthermore, the reliability test results in Table 2
using Cronbach's Alpha and composite reliability
criteria show > 0.7, meaning that the constructs
used in the study are reliable. The discriminant
validity test in Table 3 with the Fornell-larcker
value shows that the AVE value is greater than
the correlation between variables; this meets the
Fornell-larcker requirements and Table 4 with
the resulting Heterotrait-Monotrait (HTMT)
value < 0.9 so that the results of these two tests
indicate that discriminant validity is met (Hair, et
al., 2021).

Table 3. Fornell-Larcker Result

Table 4. Heterotrait-Monotrait (HTMT) Result

Construct DS FINTECH FSP

DS
FINTECH 0.327
FSP 0.368 0.279

Structural Model Analysis

Table 5. R-square Result

Construct R-square
DS 0.093
FSP 0.154

Table 5 is an analysis table for the
structural model, which aims to measure the
magnitude of the influence between latent
variables. This analysis used the R-squared (R?)
value to see how well the independent variables
explain the variance of the dependent variables in
the model. Table 5 shows that the
competitiveness variable has 9.3% of the variance

Construct DS FINTECH FSP

in the dependent variable explained by the
independent variable, namely the fintech

variable. Meanwhile, the financial sustainability

D .861
5 086 performance variable is influenced by 15.4% by
FINTECH 0.305  0.840 the independent variable, while other factors
FSP 0.353 0.273 0.865 influence 84.6%. This means that the model in
' ' ' this study can be considered weak.
Hypothesis Testing
Direct Effect Test
Table 6. Direct Effect Test Result
. . Standard
S:’n?gllenzl)) Deviation T-value P-value Conclusion
p (STDEYV)
FINTECH — FSP (H1) 0.182 0.066 2.743 0.006 Significant
FINTECH — DS (H2) 0.305 0.073 4.186 0.000 Significant
DS — FSP (H3) 0.297 0.058 5.143 0.000 Significant
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In testing direct effects, the hypothesis is
accepted if the t-value is >1.65 and the p-value is
<0.05 with a tolerance level of 5% (Hair, et al.,
2021). The results of hypothesis testing that have
been carried out in Table 6 show that hypothesis
1, namely fintech, has a significant effect on
financial sustainability performance in MSMEs
with a t-value of 2.743 and a p-value of 0.006, so
hypothesis 1 is accepted. Then, for hypothesis 2,

Indirect Effect Test

the effect of fintech on competitiveness
significantly impacts MSMEs because the t-value
is 4.186, which is >1.65, and the p-value is 0.000
<0.05, meaning that hypothesis 2 is accepted.
Finally, hypothesis 3 shows that competitiveness
significantly affects financial sustainability
performance in MSMEs with a t-value of 5,143
and a p-value of 0.000, so hypothesis 3 is
accepted.

Table 7. Indirect Effect Test Result

Original Sample Standard
& ©) P Deviation T-value P-value Conclusion
(STDEV)
FINTECH — D L.
NTEC 5= 0.091 0.026 3.538 0.000 Significant

FSP (H4)

The indirect effect test or test conducted to
see the effect of mediating variables in this study
aims to evaluate the role of competitiveness as a
mediator in the relationship between fintech and
financial sustainability performance. Table 7
shows the results of the indirect effect test; from
these results, competitiveness as a mediating
variable has a significant effect with a t-value of
3.538 and a p-value of 0.000, meaning that
competitiveness partially mediates the
relationship between fintech and financial
sustainability performance because fintech as an
independent variable has a significant direct
effect on financial sustainability performance as
the  dependent  variable even  though
competitiveness also acts as an intermediary in
the relationship between the two so that
hypothesis 4 is accepted.

DISCUSSION

Financial Technology (fintech) and Financial
Sustainability Performance (FSP)

Financial technology, often called fintech,
represents an innovation in financial services that
leverages digital technology to enhance financial
transaction services. In Micro, Small, and
Medium Enterprises (MSMEs), fintech plays a
crucial role by providing more flexible financial
transaction options. This study's findings indicate
that fintech significantly impacts the financial
sustainability performance of MSMEs.When an
MSME adopts fintech in its business, the
financial sustainability performance of the
business will also be affected. This means that
fintech services in the financial activities of
MSMEs can improve operational efficiency and
make it easier for customers to conduct financial
transactions. Furthermore, a study by (Yan et al.,
2022) shows that fintech adoption not only
improves efficiency and innovation but also has
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the potential to enhance overall financial
sustainability performance. The findings of this
study also support previous research stating that
fintech influences the financial sustainability
performance of a company or business (Udeagha
& Ngepah, 2023)

Fintech services adopted by MSMEs
provide efficiency, enabling the businesses they
manage to maintain financial stability and
remain adaptive to ongoing changes. This
condition is a key factor in creating a sustainable
business where MSMEs can survive in the short
term and continue growing, innovating, and
meeting customer needs. Thus, integrating
fintech becomes a relevant sustainability strategy
in  promoting inclusive and  resilient
microeconomic growth in the digital era.
Furthermore, Zhou et al. (2022) stated that
fintech supports improving financial
sustainability performance through operational
efficiency and ease of transactions. This aligns
with the increasing recommendation to adopt
technological innovations to enhance business
sustainability practices (Siddik et al., 2023). The
findings of this study are also consistent with the
Practice Based View (PBV) approach, which
emphasizes the importance of organizational
practices that can be adopted and influence
business performance. Using fintech by MSMEs
represents a practice that contributes to financial
sustainability performance. Through fintech,
MSMEs can improve the efficiency of their
financial services in the long term.

Financial Technology (fintech) and

Competitiveness

Findings from the research conducted
indicate that fintech significantly influences
competitiveness in MSMEs.  Operational
efficiency resulting from implementing fintech in
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MSMEs in digital payment processes provides a
competitive advantage because MSMEs can
respond to market needs more quickly and
improve customer service. Similar findings by
Agyabeng & Tang, (2021) also reinforce that
digital transformation through the adoption of
fintech drives operational excellence and market
adaptation, which are essential dimensions of
SME competitiveness. Thus, fintech expands
market reach through digital ecosystems,
strengthening their competitive position. These
findings align with previous research by
Dwivedi et al. (2021), which showed that fintech
adoption can enhance operational efficiency and
flexibility  for small  businesses facing
competition. Implementing fintech can also
strengthen competitiveness through innovation,
digitalization, and improved efficiency of
financial services for a company. (Glavina et al.,
2020; Gunawan et al., 2024). This aligns with the
PBV approach, which views fintech as a strategic
and relevant practice for business needs, serving
as a competitive advantage for SMEs.

Competitiveness and Financial Sustainability
Performance (FSP)

The results of the study show that
competitiveness has a significant effect on the
financial sustainability performance of MSMEs.
This means that the higher the competitiveness
of MSMEs through innovative business practices
and quality services, the stronger their financial
sustainability performance will be. However, this
finding contradicts previous research by Dwivedi
et al., (2021), which stated that competitiveness
and financial sustainability performance do not
have a directly reciprocal relationship due to
their complex nature. In contrast, the findings of
this study explain that competitiveness can
indeed have a two-way direct relationship, as
strong competitiveness enables MSMESs to better
navigate market dynamics, optimize operational
costs, and retain customers, factors that
positively impact long-term profitability. This
study supports previous research by Lopez et al.,
(2022), which found that competitiveness
significantly influences financial sustainability
performance. It also aligns with the research by
Murinde et al., (2022), which emphasized that
strong competitiveness can enhance the image of
a business in the eyes of consumers, thereby
ensuring business continuity in the long run.
Strengthening competitive positioning, in turn,
supports financial sustainability performance.
These findings are consistent with the Practice-
Based View (PBV) approach, which emphasizes
that competitive advantage can be achieved
through effective business practices that offer
tangible  benefits, particularly  financial
sustainability performance.
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Mediating Role of Competitiveness

The study shows that competitiveness has
a significant effect as a mediating variable.
Competitiveness  partially = mediates  the
relationship between fintech and the financial
sustainability performance of MSMEs. This
means that fintech still has a substantial direct
influence on financial sustainability performance
but also indirectly affects financial sustainability
performance through competitiveness. This
illustrates that adopting fintech enables MSMEs
to improve efficiency and innovation, which
strengthens their competitiveness. Murinde et al.

(2022) stated that competitiveness is an
intermediary linking fintech to financial
sustainability = performance. @=MSMEs that

effectively utilize fintech can enhance their
competitiveness, and with more substantial
competitiveness, they can better manage their
financial sustainability performance. This is
supported by previous research, which found that
competitiveness plays a mediating role in the
relationship between fintech and competitive
advantage, thereby positively impacting financial
sustainability — performance (Hidayat &
Alsolamy, 2023). A similar finding by Albats et
al. (2023) also emphasizes that fintech adoption
drives increased competitiveness, making
MSMEs more adaptive and supporting their
financial sustainability performance. This study
aligns with the Practice-Based View (PBV)
approach, which emphasizes organizational
practices that can be adopted. In this context,
adopting fintech is a strategic practice that
optimizes competitiveness and continuously
enhances financial sustainability performance.

CONCLUSION AND RECOMMENDATION

Based on the results of hypothesis testing
and the previous discussion, fintech significantly
influences financial sustainability performance.
Furthermore, fintech also substantially affects the
competitiveness of MSMEs. The findings also

reveal that  competitiveness  significantly
influences financial sustainability performance.
Finally, competitiveness mediates the

relationship between fintech and financial

sustainability performance. These findings
support the Practice Based View (PBV)
approach, which emphasizes how certain

practices can be adopted and, through such
adoption, create competitive advantages that
positively influence business performance. This
study contributes to expanding the literature on
the role of competitiveness as mediator linking
fintech adoption and financial sustainability
performance in MSMEs. This encourages
MSMEs to adopt fintech to strengthen their
businesses.
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Although this study provides both
theoretical and practical contributions, it also has
certain limitations. First, when collecting data
for this study, there was no mention of the types
of payment methods used by MSMEs, whether
QRIS, e-wallets such as DANA, OVO, GoPay,
etc., or m-banking. Therefore, future studies
should include the types payment methods used
to specifically identify which digital payments
are widely used by MSMEs in Indonesia.
Another limitation lies in the variables used. This
study only included fintech and competitiveness,
which may not fully represent all factors
influencing financial sustainability performance,
resulting in a relatively weak research model.
Future research could include additional
variables such as digital financial literacy and
innovation capacity. Furthermore, based on the
research result, MSMEs are dominated by micro
businesses, so it is recommended that future
research small and medium-sized
businesses in balanced manner to represent
MSME:s as whole.

involve
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