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Abstract

Seeing the existence of MSME needs that have still not been met although this sector is undeniably important in Indonesian economy, 
changes in community behaviour and the intensity of the use of technology in the community, financial technology (fintech) has a lot of 
potentials to become a part of the solution of the problem commonly faced by MSMEs. Therefore this research needs to be done to observe 
the potential of fintech in integrating MSMEs in terms of the application of technology and knowledge from the community related to 
fintech. By using Technology Acceptance Model, this research tries to understand the determinant factors of the fintech application used by 
MSME. Based on the research framework and model, path analysis method used in this research. This research uses primary data gathered 
by the questioner, which was distributed to MSME. From the analysis conducted, we can conclude that the external factors tested in this 
research could have an effect on the behaviour intention through perceived usefulness in MSME practice of financial technology. Large 
variation in MSME educational background, busineess age and size would become a challenge in promoting fintech application, therefore 
this finding suggests that fintech should be promoted  by highlighting what benefits can be obtained by using fintech application.
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there were about 175.4 million internet users in Indonesia in 
January 2020, this number of users increased by 17% from 
2019, meanwhile the internet penetration stood at 64%. Also, 
Indonesia has recorded as one of the largest number of social 
media users in the world.. There were 160 million social 
media users and 338.2 mobile connections in Indonesia by 
January 2020 (Simon, 2020). Technology has impacted a 
lot of changes in the financial sector. One phenomenon of 
technological disruption in the financial sector is Financial 
Technology (Fintech).

Fintech has evolved as a result of changes in the lifestyle of 
the people. It is a result of involvement of technology in their 
daily activities. According to the research by Batunanggar 
(Batunanggar, 2019), Indonesia has the potential for rapid 
development of fintech. Fintech is basically a technology 
application in the finance industry which is expected to 
continue developing in the future, including its increased 
practice in Micro, Small, and Medium Enterprises (MSME).

MSME is clearlyone of the potential customes of 
fintech,, therefore understanding MSME character which 
supports fintech application should be examined futher. 
Darma et al. (Darma et al., 2020) in his research stated that 
fintech has a lot of potential to increase the sustainability of 

1.  Introduction

Indonesia has a large number of internet users. According 
to the data from the social website report (Simon, 2020), 
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MSMEs in the form of efficiency from operational aspects 
and the ease of its members to access the capital. Because 
while MSME plays an important role in finance, there are 
still some difficulties that MSME has to face including the 
limited market share and capital. Research by Khodakivska 
also confirms that the size of loans is a reasonable proxy 
for enterprise employees, sales, and assets (Khodakivska, 
2012). Meanwhile, according to Burger et al. (Burger et al., 
2015), there are still nearly 20 percent of firms reported 
credit constraint as the largest barrier to growth. Research 
by Burger et.al. also stated that Indonesia’s MSME is less 
productive than large firms and most of the MSME do not 
take steps to expand their business and only focus to serve 
the local market. Sanyal et al. (Sanyal et al., 2020) stated 
that SMEs need easier access to credit and have to develop 
their business networks and marketing capabilities in order 
to grow internationally. 

Contratry to these statements, different facts have 
emerged in the field, research by Asmarani and Wijaya found 
that fintech still has no significant effect on retail banks stock 
returns listed on the Indonesian stock exchange (Asmarani & 
Wijaya, 2020). This research showed that fintech still has 
a small influence in Indonesia’s financial industry. Nguyen, 
Dinh, & Nguyen (Nguyen, Dinh, & Nguyen, 2020) identified 
five challenges in developing fintech in the country which are  
legal corridor, infrastructure, fintech companies, customers 
and human resources.

Both fintech payment and fintech lending could provide 
solutions in financing and bringing efficiency to do a 
transaction, and it could also help MSMEs to expand their 
business since fintech also offers flexibility of payment. 
Fintech has an impact on the ease and practicality in the 
process of financial transactions and reduces costs that arise 
in the transaction process. Seeing the existence of MSME 
needs that have still not been met even though this sector 
is undeniably important in Indonesian economy, changes 
in community behaviour and the intensity of the use of 
technology in the community, fintech has a lot of potential to 
become a part of the solution of the problem commonly faced 
by MSMEs, both in marketing and financing. By using the 
Technology Acceptance Model (TAM) which was introduced 
by Davis (Davis, 1985) this study tries to understand the 
determinant factors of the financial technology application 
usied by the MSME. 

2.  Literature Review

2.1. � Micro, Small, And Medium Enterprises 
(MSME)

MSME is the most influential sector in the Indonesia eco-
nomy, simply because the number of MSME entrepreneurs 

are more than 99%  of the total entrepreneurs, provides more 
than 97% employment, and contributes more than 57% of 
the total GDP (Kemenkop, 2017). Micro Small Medium 
Enterprises, consist of several categorizations which are 
micro-businesses which have maximum assets IDR 50 
millions and sales turnover maximum IDR 300 million; Small 
businesses which have assets between IDR 50 million- IDR 
500 million and sales turnover IDR 300 million to IDR 2,5 
billion; and medium businesses which have assets between 
IDR 500 million- IDR 10 billion and sales turnover IDR 2,5 
billion to IDR 50 billion (UU No. 20 Tahun 2008, 2008). 
Meanwhile, Khodakivska (Khodakivska, 2012) categorized 
MSME into several categorization, micro-enterprises have 
less than 10 employees, total assets less than $100.000, and 
annual sales less than $100.000. Small enterprises have 10 to 
50 employees, total assets between $100.000 to $3 million, 
and annual sales between $100.000 to $3 million. Small 
enterprises have 50 to 300 employees, total assets between 
$3 million to $15 million, and annual sales from $3 million 
to $15 million. 

2.2.  Financial Technology (Fintech)

Fintech can be defined as a combination between 
financial services and technology, it transforms the business 
model from conventional business model into modern 
business model, where buying, selling, and borrowing and 
other types of transactions are no longer required to be done 
face to face. According to a research company called venture 
scanner, there are 16 types of fintech categories currently 
available (Ventures Scanner, 2019), namely 1) banking 
infrastructure, 2) research and data, 3) transaction security, 
4) POS payment, 5) institutional transfer, 6) institutional 
investing, 7) business tools, 8) business lending, 9) personal 
finance, 10) retail investing, 11) equity financing, 12) 
crowdfunding, 13) digital banking, 14) consumer lending, 
15) consumer payments, 16) payment backend.

Fintech in Indonesia is divided into two categories, 
which are fintech lending and fintech payment. Fintech 
lending or financial technology related to lending and 
borrowing activities is regulated by Otoritas Jasa Keuangan 
(OJK) as Indonesia’s financial services authority. Whereas 
fintech payment or financial technology related to payments 
in Indonesia is regulated by Bank Indonesia (BI). As of 
September 30, 2019, 127 companies had been registered and 
licensed in the OJK. Among the fintech start-up companies 
registered with OJK, 8 of them are listed as Islamic fintech, 
118 companies provide conventional fintech services and 1 
company provides sharia and conventional fintech services. 
However, in addition to the fintech list published by the OJK, 
there are many more fintech lending platforms in Indonesia 
whose practice is better known as a mobile or online loan.
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This research was designed not just to focus on one type 
of fintech, instead this research wants to observe both types 
of fintech. However, in the field, we found an interesting fact 
that most of the participants were more familiar with fintech 
payment and had limited understanding of fintech lending. 

2.3. � Technology Acceptance Model (TAM) and 
Previous Research

The acceptance model of information technology has 
been developed along with the magnitude of technology 
development. There were several models developed in 
the past, the theory of reasoned action, the technology of 
acceptance model, the motivational model, the theory of 
planned behaviour, a combining model of the technology 
acceptance model and the theory of planned behavior, the 
model of PC utilization, the innovation diffusion theory, and 
the social cognitive theory. These model were developed 
because there was a need for an ideal measurement model, 
and there was a necessity to provide information about what 
factors which could influence the successful implementation 
of a new technology. 

Evaluation of Accounting Information Systems has been 
widely developed. TAM is one of the models which is often 
used for the technology users acceptance testing. TAM was 
introduced by Davis in 1989 in his PhD thesis. There are 
two objectives described by Davis by using TAM, first is to 
improve the understanding of the user acceptance process. 
Secondly, TAM provides a theoretical basis for practical 
user acceptance testing. As time goes by, TAM continues to 
develop, Lee, Kozar, and Larsen (Lee, Kozar, & Larsen, 2003) 
stated that during the 18 years after TAM was introduced, it 
has made progress which could be divided into four periods, 
which are the introduction period, validation, extension, and 
elaboration. When this model was introduced for the first 
time, there were two variables which had an effect over the 
attitude towards using it, which were Perceived Usefulness 
(PU) and Perceived Ease of Use (PEOU). Now another 
variable called Attitude Toward Using (ATU) has emerged 
which also affects actual system use. 

The second period was the validation period for TAM, 
which proved that this model was powerful, consistent, 
reliable, and valid. The third period was the extension period 
in which there were expansions with external variables 
such as individual, organizational, and task characteristics. 
The third period was a model elaboration period, which 
uncovered determinants like PEOU and PU. 

TAM was used to study internet technology acceptance 
by consumers in 2004 (Gardner & Amoroso, 2004). In this 
research, the researchers included external variables such as 
gender, experience, complexity and voluntariness to predict 
PEOU and PU. Luarn and Lin (Luarn & Lin, 2005) used 

TAM to predict users intentions to adopt mobile banking 
systems, which concluded that TAM could be used to predict 
users intentions to adopt mobile banking. Meanwhile, 
Rafique et al. (Rafique et al., 2020) explored the Acceptance 
of Mobile Library Application (MLA) with the technology 
acceptance model (TAM) as the basis model. In this research, 
the researcher added habit and system quality besides PEOU 
and PU as independent variables. Zhou, Dai, and Zhang 
(Zhou, Dai, & Zhang, 2007) used TAM as the development 
of Online Shopping Acceptance Model (OSAM) to explain 
consumer acceptance of online shopping. In this research, 
the researcher concludes that consumer demographic and 
internet experience could have an effect on online shopping 
intention. 

There are 5 latent variables in this research, which 
consist of external factors, Perceived Usefulness (PU), 
Perceived Ease Of Use (PEOU), Attitude Toward using 
(ATU), and Behaviour intention (BI). First latent variable 
is external factors, in this research, the external factors 
are outside business factors which could have an effect 
on the technology acceptance model of the MSME. The 
indicators in this research are the level of education of the 
entrepreneurs, business age which shows the length of time 
that the business has operated, business size of the MSME 
which is indicated by its assets.

Second latent variable is Perceived Usefulness (PU). 
Perceived usefulness is the degree of consumer belief in 
technology helpfulness according to Davis (1989). Similar to 
that, according to Alsamydai, PU is the degree of individual 
belief that they would receive benefit from using the new 
technology (Alsamydai, 2014). Perceived usefulness can be 
measured by how this technology could improve MSME 
performance, increase MSME productivity, increase 
effectiveness, make easier transactions, and be helpful for 
MSME.

Third latent variable is the Perceived Ease Of Use 
(PEOU). According to Nunkoo, Juwaheer, & Rambhunjun, 
PEOU is the degree a person believes that using a technology 
would be free from any effort (Nunkoo, Juwaheer, & 
Rambhunjun, 2013). This research uses indicators such as 
easiness to study, to understand, to use, to download/access, 
and also easiness in administrative usage could represent this 
variable. 

Fourth variable is the Attitude toward using (ATU). The 
definition of attitude toward using refers to the positive or 
negative feeling evaluations generated when an individual 
uses new technologies, according to Chuang, Liu, and Kao 
(Chuang, Liu, & Kao, 2016), happiness to use, enjoy to use, 
and boredom to use.

Fifth variable is the Behaviour intention (BI). Behavioural 
intention could be interpreted as the degree of a person’s 
willingness to use a new technology, this definition is similar 
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with the definition of behaviour intention mentioned by 
Bamberg, Ajzen, and Schmidt (Bamberg, Ajzen, & Schmidt, 
2003) which refers BI as an individual willingness to use 
the technology. In this research, we use indicators such as 
willingnes of the user to use it anytime, the intention to 
share the knowledge about the technology to other people, 
user willingness to use the technology, and user intention to 
continue using the technology.

2.4. � Proposed Model and Hypothesis Development

This research is based on Technology Acceptance Model 
(TAM) which was developed by Davis (1989) and consists 
of 5 latent variables which are external factors, Perceived 
Usefulness (PU), Perceived Ease Of Use (PEOU), Attitude 
Toward Using (ATU) and Behaviour Intention (BI). The 
research model in this study is illustrated in Figure 1:

According to Zhou et al. (Zhou et al., 2007), it is explained 
that there is a positive relationship between consumers’ age 
and their tendencies to purchase products online, it may 
happen because of the familiarity with using technology. 
Bagchi and Mahmood (Bagchi & Mahmood, 2006) also 
found that online shops have a tendency to earn more money 
than the traditional stores because the most popular items 
are purchased online, and an increase in demand leads to an 
increase in the income. Research from Susskind (Susskind, 
2017) identified a positive relationship between a person’s 
education, time spending and money spending on online 
shopping. In this research, we use the level of education, 
business age and business size as the external factors. 
Therefore these variables are expected to have a significant 
effect on PU and PEOU of financial technology usage, and 
we can summarize the hypotheses as follows:

H1: External factors have a significant effect on PEOU 
on financial technology practice by MSME

H2: External factors have a significant effect on PU on 
financial technology practice by MSME

Davis (1989) stated that PEOU is possibly a causal 
antecedent to perceived usefulness. This was also confirmed 
by Chuang et al. (Chuang et al., 2016), Alsamydai (Alsamydai, 
2014), and Nunkoo et al. (Nunkoo et al., 2013). Nunkoo et 
al. (2013) also stated that there is a positive relationship 
between perceived usefulness and intention towards online 
purchasing of products for tourism and traveling. Thus, the 
following hypotheses are proposed:

H3: PEOU has a significant effect on PU on financial 
technology practice by MSME

H4: PEOU has a significant effect on ATU on financial 
technology practice by MSME

Research about perceived usefulness (PU) showed 
that this latent variable significantly correlated with usage 
behaviour and ease of use (Davis, 1989; Nunkoo et al., 2013). 
While Chuang et al. (Chuang et al., 2016) also concluded 
that perceived usefulness has a significant effect on 
attitudes toward using. This was also confirmed by Koufaris 
(Koufaris, 2002) which stated that perceived usefulness was 
an important determinant of intended system usage. Thus, 
the following hypotheses are proposed:

H5: PU has a significant effect to ATU on financial 
technology practice of MSME

H6: PU has a significant effect to BI on financial 
technology usage byMSME

Attitude Toward Using (ATU) known from Chuang et al. 
(Chuang et al., 2016) has a positive effect on BI in financial 
technology. This also fitted the result deducted by Davis 
(Davis, 1989) and Alsamydai (Alsamydai, 2014).

H7: �ATU has significant effect to BI on financial 
technology practice by MSME

External factors:
Level of
education
Business age
Business size

Perceived
Usefulness
(PU)

Perceived Ease
Of Use (PEOU)

Attitude
Toward Using

(ATU)

Behaviour
Intention to
use (BI)

H2

H1

H3

H4

H6
H5

H7

Figure 1: Technology Acceptance of MSME on Financial Technology Hypothesized Model
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3.  Research Methodology

The approach we used in this research is the quantitative 
approach. The research method used in this research study, 
based on the research framework and model is path analysis. 
The software we used is WarpPLS software. This research 
uses primary data gathered by the questioner,which was 
distributed to MSME in Bandung, West Java area. 

To have a complete answer, therefore in this research, 
we used 74 samples from MSMEs which were spread across 
in the Bandung area. According to Riadi (Riadi, 2018), to 
determine the SEM sample size, its range should be from 
5 to 20 times the number of parameters used in the model. 
There are 7 parameters in this research model, based on that 
description the amount of the sample could range between 35 
to 140 samples. Therefore 74 samples could be considered 
as sufficiently qualified in this model. Those variable 
indicators for perceived usefulness, perceived ease of use, 
attitude toward using, and behaviour intention assessed 
using questionnaire items measured on a 5-point scale in 

terms of how strongly the respondents felt about a set of 
statements from strongly agree to until strongly disagree. 
The table below presents the descriptive analysis of MSME 
participants profiles used in this research:

From the questioners, the researcher then performed 
validity and reliability analysis. Reliability analysis was 
performed using Cronbach Alpha test. Validity test performed 
by conducting bivariate correlations between each indicator 
score with the construct score. And according to the test, all 
of the construct variables  passed the validity test. 

4.  Result and Analysis

4.1.  Validity and Reliability Test

Reliability test conducted by Cronbach Alpha test, according 
to that test, all of the indicator variables in this questionnaire are 
reliable because it has Cornbach Alpha value more than 0.70 
according to Nunnaly in Ghazali (2018). Here is the summary 
of the cronbach alpha test for every indicator variables:

Table 1: Descriptive Statistics of Participants

Business Age Education Level Business Assets
Categories Percentage Categories Percentage Categories Percentage

< 1 year 23% Primary school 5.4% 0-20 millions 54.1%
1-2 years 28.4% Junior High School 5.4% 20-50 millions 14.9%
3-4 years 14.9% Senior High School 44.6% 50-100 millions 8.1%
5-6 years 13.5% Diploma 27% >100 millions 18.9%
> 6 years 20.3% Undergraduate 14.9%

Post Graduate 1.4%

Table 2: Cornbach Alpha Value of Indicator Variables

Perceived Usefulness (PU)

PU1 0.864807
PU2 0.851949
PU3 0.849205
PU4 0.858099
PU5 0.873178
PU6 0.871661

Perceived Ease of Use (PEOU)

PEOU1 0.917489
PEOU2 0.902429
PEOU3 0.897577
PEOU4 0.919174
PEOU5 0.930105

Attitude Toward Using (ATU)
ATU1 0.783973
ATU2 0.724138
ATU3 0.895738

Behaviour Intention (BI)

BI1 0.817366
BI2 0.792857
BI3 0.787909
BI4 0.831684
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Table 3: Model Fit and Quality Indices

Information Index P-Value Criteria Result
Average pathcoefficient (APC) 0.344 P<0.001 p < 0.05 Acceptable
Average R-squared (ARS) 0.323 P<0.001 p < 0.05 Acceptable
Average adjusted R-squared (AARS)=. P= 0.308 P<0.001 p < 0.05 Acceptable

Average block VIF (AVIF) 1.347 Acceptable if <= 5. ideally <= 3.3 Acceptable
Average full collinearity VIF (AFVIF) 1.724 Acceptable if <= 5. ideally <= 3.3 Acceptable
Tenenhaus GoF (GoF) 0.465 small >= 0.1. medium >= 0.25. large >= 0.36 Large
Sympson’s paradox ratio (SPR)  1 Acceptable if >= 0.7. ideally = 1 Acceptable
R-squared contribution ratio (RSCR)= 1 Acceptable if >= 0.9. ideally = 1 Acceptable
Statistical suppression ratio (SSR) 1 Acceptable if >= 0.7 Acceptable
Nonlinear bivariate causality direction ratio (NLBCDR) 0.857 Acceptable if >= 0.7 Acceptable

Validity test in this research was conducted using 
bivariate correlations between each indicator score with 
the total construct score, and the result showed that all of 
the indicator variables are significant to the total construct 
score. 

4.2.  Evaluation of Structured Model

Evaluation of structural models includes a model fit test 
of path coefficient and R2. Model fit test results in this study 
indicate that the ten criteria described in the table below 
have been met, so it can be concluded that this study has met 
the requirements of model fit and it demonstrates a good fit 
between the model and the data. 

4.3.  Data Analysis

Software WrapPLS are used in this data analysis, There are 
5 latent variables in this research, which are external factors, 
perceived usefulness, perceived ease of use, attitude toward 
using and behaviour intention. Meanwhile for the external 
factors which are level of education consist of 6 levels of 
education from primary high school until postgraduate level, 
for business age consists of 5 levels of time, which are from 
less than 1 year until more than 6 years. For business assets, 
it consists of 4 levels of categories which are from IDR 0-20 
million until more than IDR 100 million. Here is the result of 
path analysis based on this model:

From Figure 2, which is the result of the process using 
WarpPLS, it is known that the R2 of the model is 0.44 or 44% 
which means that all of the variables in the model which 
consists of external factors, perceived usefulness, perceived 
ease of use, and attitude toward using affect behavioural 
intention to use financial technology by 44%. Here is 
the conclusion based on Figure 2. From the path analysis 

conducted, we can conclude that from 7 hypotheses which 
were provided, there are 5 hypotheses which are accepted 
and 2 hypotheses are not accepted. 

5.  Discussion

First hypothesis test about external factors and PEOU 
showed that there is no significant effect on external factors to 
PEOU because the P-value is more than 0.05 as the degree of 
confidence was determined at 95%. It means that the external 
factors of the MSME which performed in this research by 
the level of education of the entrepreneurs, business age and 
business size as the indicators do not have a significant effect 
on perceived ease of use (PEOU) simultaneously. This could 
have happened because the manual of an explanation of the 
financial technology usage could be accessed freely without 
the limitation of education, business age and business size. 
This result aligns with Bagchi and Mahmood (Bagchi & 
Mahmood, 2006), which stated that there is no positive 
correlationbetween education and online spending. 

On the other side, in the second hypothesis test about 
external factors and perceived usefulness (PU), there is a 
significant effect on the external factors to the perceived 
usefulness since the P-value is 0.02 which is less than 0.05 
or 5%. This result shows that the degree of belief that using 
financial technology could be beneficial is strongly  affected 
by the level of education of the entrepreneurs, business 
age and business size. This result is in accordance with 
the previous hypothesis and the research by Bagchi and 
Mahmood (Bagchi & Mahmood, 2006), which explained 
that there is a relationship between business size and online 
or offline store, meanwhile Susskind (Susskind, 2017) also 
identified that there is a relationship between education and 
the time and money spent on online shopping due to the 
familiarity with the technology.
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Meanwhile, for the third hypothesis test shows that PEOU 
variable has a significant effect on PU since its P-value is 
less than 0.01, it is aligned with the initial hypothesis and 
research by Davis (Davis, 1989) which stated that PEOU 
is causal antecedent to perceived usefulness. The fourth 
hypothesis test shows that PEOU has a significant effect on 
ATU since its P-value is less than 0.01 and it is similar with 
the initial research by Chuang et al. (Chuang et al., 2016), 
which clearly stated that PEOU has a significant positive 
effect on attitudes toward using. 

For the fifth hypothesis test, it also shows the same result 
as the previous hypothesis since its P-value is less than 0.01, 
and it shows that perceived usefulness (PU) has a significant 
effect to attitude toward (ATU) using which is similar with 
the conclusion from Chuang et al. (Chuang et al., 2016), 
which found that perceived usefulness has a significantly 
positive effect on attitudes toward using this technology. 
Meanwhile for the sixth hypothesis test about perceived 
usefulness and behaviour intention to use, showed that there 

is no significant effect on perceived usefulness to behaviour 
intention to use because the P-value is more than 0.05 or 
5%. This result means that the degree of consumer belief in 
technology helpfulness does not directly affect the individual 
willingness to perform, to use financial technology. Instead, 
it has an effect on the attitude toward using or to the positive 
or negative feeling evaluations generated when an individual 
uses new technologies, which indirectly affects the behaviour 
intention to use the financial technology. It is aligned with 
Septiani et al. (Septiani et al., 2018), which using TAM for 
Gojek behavioural intention to use by customer. For the 
seventh hypothesis test, it shows that attitude toward using 
affect behaviour intention in fintech using, which is similar 
with Chuang et al. (Chuang et al., 2016), which found that 
ATU has a positive effect on behavioural intention, and this 
result also fits with the research result performed by Davis 
(Davis, 1989) and Alsamydai (Alsamydai, 2014). 

Looking at the various educational background of MSME 
business actors in Indonesia, large diversity in business age 
and assets, this research findings suggest that fintech should 
be promoted to MSMEs by highlighting what benefits that 
can be obtained by using fintech application because this 
could affect the behavioural intention of the MSME to use 
fintech application.

6.  Conclusion

In conclusion, TAM is a solid model to test the 
determinant factors of financial technology using in MSME 
and through this model, we can conclude that the external 
factors tested in this research which are level of education, 
business age and size could affect the behaviour intention 
through perceived usefulness in MSME practice of financial 
technology.

7.  Limitations and Future Research

In this research, we do not test individually about each 
external factor so we can not understand which external 
factor does not affect perceived usefulness, perceived ease of 
use and vice versa. Therefore it has to be further investigated 
in the future. And for improving the quality of the data, 
future research could use a bigger amount of data and a 
wider distribution of questionnaires. 
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