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Abstract  

The topic of micro, small, and medium-sized enterprises has always been interesting to discuss. MSMEs contribute to the Indonesian 
economy but also encounter various challenges in their business operations due to the fast growth in economic development. The 
sustainability of micro, small, and medium-sized enterprises becomes the priority for the policymaker. Thus, to understand their 
problems, it is necessary to make the appropriate policy. The shifting of businesses operating in the competitive era of digitalization 
brings the consequences to micro, small, and medium-sized enterprises to adapt to the changes by adopting digitalization and 
understanding the financial literacy, and technological infrastructure to support their operation in this era. Some previous studies have 
found that the three factors positively and significantly influence the sustainability of MSMEs. This study takes a closer look by 
combining these three variables in one model to explore the impact of digitalization, financial literacy, and technological infrastructure 
on the sustainability of MSMEs. Data was collected from 83 owners of MSMEs in Banjarmasin, Indonesia, through an online 
questionnaire and analyzed using multiple linear regression. The result showing the negative effect of digitalization contradicts several 
previous studies that found a positive impact instead. The positive effect of financial literacy and technological infrastructure on the 
sustainability of MSMEs is still consistent with prior research. This research contributes to the academic insight into the importance of 
digitalization, financial literacy, and technological infrastructure for the sustainability of MSMEs and valuable practical 
recommendations to policymakers to support the sustainability of MSMEs. Further implications of these findings are discussed. 
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Introduction 

Micro, small, and medium-sized enterprises have contributed to the Gross Domestic Product (GDP) by 
more than 60 percent (Dpjb.kemenkeu.go.id). MSMEs serve as a means of  equalizing the economic level 
of  the lower classes, eradicating poverty, and generating foreign exchange for the country (Sulastri, 2022). 
MSMEs have great potential to improve people's welfare. The Ministry of  Communication and 
Information’s release explains the role of  MSMEs in providing employment and the absorption of  the 
workforce in Indonesia, which reaches 97% of  the total workforce, or around 119.6 million people 
(Kominfo.go.id, 2022). The Ministry of  Communication and Information of  the Indonesian government 
launched the program MSMEs Go Online in 2020. The government targets 30 million MSMEs in Indonesia 
to join the program by 2024. However, this target has not yet been fulfilled until the first half  of  2024 
(Kominfo, 2024). However, only about 17.5 million MSME players have entered the digital ecosystem and 
utilized e-commerce (Kominfo.go.id, 2022). There are about 37.214 MSMEs in Banjarmasin operating in 
various sectors, according to data for 2022 (Dinas Koperasi dan UMKM, 2022). Until now, these MSMEs 
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still face many challenges in operating their businesses, such as financing from financial institutions, limited 
the broader market, limited human resources and capital, and limited skill. They also encounter obstacles 
due to high competition and globalization. To overcome these challenges, the government needs to take a 
role in promoting MSMEs' development and sustainability using their role in implementing the right 
policies and making. 

The business's trend of  changing operations from traditional to highly digital makes MSMEs need to 
survive with optimal strategy. And the need for digitalization is a must. The adoption of  digital technologies 
is an essential factor for SMEs' efficiency and productivity. Digitalization is one of  the strategies used to 
help SMEs' sustainability (Op.europa.eu, 2021). Surveys in SMEs across several developing countries 
demonstrate that digitalization is the factor that contributes to the resilience of  SMEs in times of  crisis like 
the pandemic (Khalil et al., 2022). Besides digitalization, financial literacy is also important to the 
sustainability of  MSMEs. With financial literacy, MSMEs can manage their financial matters better. This 
will support the sustainability of  MSMEs and adaptation to changing business paradigms (Ojk.go.id, n.d.). 
Good financial literacy will give MSMEs knowledge on budgeting strategies and investment choices and 
open their access to formal financial institutions. With this knowledge, MSMEs will make better financial 
decisions and prevent MSMEs from fraud. In this way, MSMEs will be more resilient in dealing with 
uncertain economic conditions (Lusardi & Mitchell, 2017; Mohammad et al., 2024a; Mohammad et al., 
2024b; Mohammad et al., 2024c; Musthafa et al., 2023). 

Digitalization and financial literacy are essential for MSMEs' business processes. Both aspects will help 
MSMEs adapt to business uncertainties and contribute to the country’s ecosystem, avoiding negative 
impacts. MSMEs with no adequate infrastructure, such as bad networks and devices, will face many forms 
of  limitations in technology adoption. Conversely, MSMEs with proper technological infrastructure will be 
able to have more efficient business processes and operations and will also be able to increase their business 
competitiveness. Technological infrastructure will also expand their business, reach a wider market, and 
enhance their sales (Hendrawan et al., 2024; Al-Fakeh et al., 2023). By combining digitalization, support of  
financial infrastructure, and good financial literacy, MSMEs are expected to increase their efficiency, 
adaptation to global trends, and competitiveness. This quality will eventually lead MSMEs to better 
sustainability. 

Wang et al. (2023) found that higher digital capabilities and integration positively affect the performance of  
enterprises. Innovation in the digital process was found to contribute to the efficiency of  enterprises and 
add to financial return (Foster &Heeks, 2018). Other studies found similar results and suggest that 
digitalization in marketing and other business processes will contribute to business sustainability (Hilmi 
&Marjulin, 2019; Al-Adamat et al., 2023;  Mohammad et al., 2023a; Mohammad et al., 2023b; Vrontis et al., 
2022). Susan (2020), in her study, demonstrated that financial literacy promotes the growth of  MSMEs. Ye 
& Kulathunga's (2019) study, conducted in another developing country, also found a similar result. The 
results show that financial literacy directly affects SMEs' sustainability. Higher financial literacy can become 
intellectual capital to promote sustainability and enhance SMEs’ capability to deal with rapidly changing 
economic conditions. Technological infrastructure refers to technological resources and facilities to support 
operations and business activities. In this case, it is also essential. Some research has proved the role of  
infrastructure technology in the sustainability of  MSMEs. Technological infrastructure also makes MSMEs 
more efficient and innovative and then helps the enterprise’s growth (Australian Small Business and Family 
Enterprise Ombudsman, 2020). 

To analyze the role of  digitalization, financial literacy, and technological infrastructure, we examine these 
variables in one model to know the effect of  those variables on the sustainability of  MSMEs using the 
owners of  MSMEs operating in Banjarmasin as respondents. Banjarmasin is one of  the cities in Indonesia 
that also contributes to local economic development, with a total of  MSMEs of  around 37.214 according 
to data from 2022. The research finding is expected to provide a more comprehensive understanding of  
the factors supporting the sustainability of  MSMEs and guide government institutions, specifically the 
policy for local government and related institutions to support MSMEs. 
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Literature Review 

Technology Acceptance Model (TAM) 

The Technology Acceptance Model (TAM) is a theory that explains human behavior when adopting and 
accepting new technology. This model is usually used to picture and understand the factors that affect users 
in accepting new technology. There are four constructs in the model, namely perceived usefulness, which 
can be interpreted as the benefits felt, perceived ease of  use, which is interpreted as the ease felt, attitude 
toward using, which is interpreted as attitude towards using, and actual usage, which can be interpreted as 
using it in real conditions. With perceived ease of  use, MSMEs tend to accept digital technology if  they 
consider it easy to use and give the benefit (Alkhawaldeh et al., 2023; Davis, 1989). 

Digitalization 

Digitalization refers to digital tools, platforms, and processes in a business, organization, or industry to 
become more efficient and innovative. Digitalization serves MSMEs in many ways. Digitalization will 
improve operational efficiency. Technology enables MSMEs to manage their inventory, sales, and finances 
efficiently. The use of  online platforms helps MSMEs reach a wider market. This approach increases 
consumer accessibility and opens up new opportunities for sales and business growth. Next, digitalization 
also helps 

MSMEs make better decisions and better analyses by utilizing digitally obtained data. Thus, MSMEs will 
understand customer behavior, market trends, and business performance, allowing them to adjust their 
strategies more effectively. Digitalization can also increase the competitiveness of  MSMEs when they adopt 
a suitable technology. 

Financial Literacy 

Financial literacy is a process and activity of  the knowledge, confidence, and skills of  the wider community 
to manage their finances (Aldaihani et al., 2023; Otoritas Jasa Keuangan (OJK), 2021). Hasibuan et al. 
(2022) describe financial literacy as knowledge and skills to manage finance. Financial literacy refers to three 
important aspects. They are knowledge, skills, and confidence. The knowledge aspect is about 
understanding information about financial institutions, risks, rights, and obligations of  consumers. The skill 
aspect is about the ability to operate risk calculation, interest, etc. The confidence aspect refers to the trust 
in money channeled to trusted financial institutions with various instrument options and existing 
conditions. 

The Financial Services Authority (OJK) divides financial literacy levels into 4 types. Namely, well-literate, 
sufficient-literate, less-literate, and not literate. The financial literacy level of  the well-literate indicates that 
the individuals or organizations have sufficient knowledge of  finances, including the products and services. 
They also already have trust in financial service institutions. Other than that, they already have adequate 
skills in using existing financial products for their benefit. The second category, sufficient literate, describes 
the level of  knowledge and confidence of  individuals and organizations of  existing financial service 
products. The third category is less literate. Individuals or organizations in this category only know about 
the financial institutions, products, and services but do not know how to manage and use those facilities. 
The last category is the not literate category. Individuals or organizations at this level have insufficient 
knowledge about financial products and services. 

Technological Infrastructure 

Technological infrastructure refers to technological resources and facilities to support operations and 
business activities. It includes software, hardware, networks, and information systems that contribute to 
efficiency and effectiveness in daily activities. The availability of  technological infrastructure for MSMEs 
helps facilitate business processes more efficiently and reduces manual work. Technology infrastructure 
enables MSMEs to connect with global markets through e-commerce platforms, increasing sales 

https://ecohumanism.co.uk/joe/ecohumanism
https://doi.org/10.62754/joe.v3i6.4097


Journal of Ecohumanism 

 2024 
Volume: 3, No: 6, pp. 1248 – 1260 

ISSN: 2752-6798 (Print) | ISSN 2752-6801 (Online) 
https://ecohumanism.co.uk/joe/ecohumanism  

DOI: https://doi.org/10.62754/joe.v3i6.4097  

1251 

 

opportunities and international market penetration. With a good information system, MSMEs can analyze 
customer data, market trends, and business performance, helping make better decisions. Besides, 
technological infrastructure provides information on security solutions that protect customer data, 
transactions, and business information from security threats. 

MSMEs Sustainability 

The issue of  sustainability has become a matter related to maintaining the environment and its 
consequences to the business environment together by implementing aspects of  sustainability such as 
economic, environmental, and social dimensions. The theory of  sustainability contains the capacity to 
maintain natural resources and the availability of  materials in the long term to obtain favorable conditions 
(Mathis & Harrington 2017). In MSMEs' cases, sustainability can be understood as the MSMEs’ ability to 
survive in the long term and positively influence or bring no harm to the environment and society. 

The economic dimension refers to the ability of  MSMEs to create economic value, adjust to market 
development, and manage finances wisely. The environmental dimension is related to the practice of  
protecting the environment. MSMEs must understand how to reduce the negative impact of  their business 
operations. The social dimension refers to social contribution, human development, and the fair practice 
of  employment policy. The sustainability of  MSMEs must focus on economic aspects such as profitability, 
sales, and the awareness of  keeping the balance among economic, social, and environmental. 

Hypothesis Development 

Digitalization and the Sustainability of  Msmes 

Digitalization opens up the space for MSME players to increase their operating business. The digitalization 
forces business players, including MSMEs, to utilize it. A literature review on the role of  digitalization in 
achieving sustainability explains that digital transformation has an important role in the sustainability of  
MSMEs. Digital transformation will optimize processes within the business, starting from data analysis, 
business management, and communication. Generally, digitalization improves flexibility, innovation, and 
financial performance, contributing to economic, social, and environmental sustainability (Al-Husban et al., 
2023; Martínez-Peláez, 2023). Gao et al. (2023) demonstrated that MSMEs’ adoption of  e-commerce has a 
positive and significant impact on the financial performance and sustainability of  MSMEs even in a 
situation of  crisis. 

Research conducted by Budiarto et al. (2023) also revealed that digital adaptation in MSMEs induces higher 
sustainability and eventually leads to better market performance. Another method of  digitalization is the 
use of  cloud computing technology. It enhances the flexibility of  business operations (Alshura et al., 2023; 
Gui et al., 2021). It is the same with digitalization in marketing and other modern digital technologies. Hilmi 
and Marjulin (2019) found that digital marketing enhances the profits of  MSMEs. Vrontis et al. (2022) 
found that the benefits of  modern technology such as social media, blockchain, IoT, AI-enabled 
applications, and big data analytics in SMEs contributed to economic development, social value, and 
enhanced performance. 

The sustainability of  MSMEs in the future can be explained by digitalization, which can help their operating 
business. The higher digitalization implemented higher benefits, which brings the sustainability of  MSMEs. 
MSMEs will exist when they own more capital and capability. By considering the importance of  
digitalization to promote the ability of  MSMEs to increase market competition to be more sustainable, the 
hypothesis that can be developed is as follows: 

H1: Digitalization positively and significantly influences the sustainability of  MSMEs. 
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Financial Literacy and the Sustainability of  MSMEs 

Financial literacy refers to a comprehensive knowledge of  understanding the financial. MSMEs, as business 
players, must own the knowledge of  matters related to finance to conduct their operations efficiently and 
effectively. Some research has been evidence of  the effect of  financial literacy on the sustainability of  
MSMEs. Research by Rumini andMartadiani (2020) found a positive influence on sustainability. Pramaswara 
and Athoillah (2023) also found an effect of  financial inclusion on the development of  MSMEs. 

The benefit of  financial literacy is that it provides the ability to manage good finances, such as cash flow, 
funding, investment, etc., and makes MSMEs wiser in using finances and avoiding fraud, such as investment 
schemes such as fake investments, illegal loans, Ponzi schemes, etc. Djuwita& Yusuf  (2018) found that 
MSMEs that utilize the opportunities to conduct business operations with more efficient productivity will 
get higher profits. Financial literacy affects the sustainability of  MSMEs. Therefore, the hypothesis is as 
follows: 

H2: Financial literacy positively and significantly influences the sustainability of  MSMEs. 

Technological Infrastructure and the Sustainability of  MSMEs 

MSMEs need supporting devices, such as hardware and software. Technological infrastructure will enable 
MSMEs to support their business operations. The adoption of  digitalization needs technological 
infrastructure to facilitate it. The study underscores the vital role of  technological advancement in SMEs 
for their sustainability and competitiveness in the global market. Ghobakhloo et al. (2022) found that 
technological infrastructure affects the adoption of  Industry 4.0 in manufacturing SMEs and environmental 
factors but still requires knowledge competencies and value chain digitalization readiness for success. 
Prasanna et al. (2019) found that the effect of  technological adaptation brings successful SME performance 
in the competitive market. Therefore, the hypotheses are developed as follows: H3: Technological 
infrastructure positively and significantly influences the sustainability of  MSMEs. 

Research Methods 

Sample Criterion and Sample Collection Method 

The research sample was taken from MSMEs in Banjarmasin City with criteria based on the Government 
Regulation of  Ministry Cooperative and MSMEs Number 7 of  2021 (PP UMKM No. 7, 2021). For 
established MSMEs, the type or grouping of  MSMEs is based on the criteria of  annual sales results. These 
include microbusinesses with maximum annual sales of  IDR 2 billion. Small businesses have annual sales 
of  more than IDR 2 billion, a maximum of  up to IDR 15 billion. Medium: have business capital between 
IDR 5 billion, and IDR 10 billion. 

Data was collected through a questionnaire online via Google Forms, and data was obtained from 83 
respondents who fulfilled the criteria MSMEs according to PP UMKM No.7, 2021. 

Variables and Operational Definition 

The dependent variable is the sustainability of  MSMEs, which is measured by 

indicators of  profitability, operational efficiency, financial management, increase in market share, 
diversification of  products and services, legal compliance, and business ethics. The independent variables 
are digitalization (X1) measured by the indicators of  access to technology, digital marketing and promotion, 
digital transactions and payments, inventory and production management, and digital security. Financial 
literacy (X2) is measured by cash and expenditure management, understanding of  taxes, and involvement 
in financial planning. The measurement of  technological infrastructure (X3) is the availability of  hardware, 
software, internet connection, information security and data protection, training and technical support, e-
commerce, and online presence. The measurement scale used is a Likert scale (1–5). 
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Data Analysis Method 

Multiple linear regression of  the data is used to analyze with the following equation: Y 

= a + β1X1 + β2X2 + β3X3 + e … 

Information: 

Y= The sustainability of  MSMEs 

X1= Digitalization 

X2 = Financial Literacy 

X3 = Technological Infrastructure a = 
constant 

β1 - β3 = regression coefficient e= 
Standard error 

Result and Discussion 

Result 

The demographic of  respondents is from Table 1 to Table 5. The demographic profile includes gender, 
age, level of  education, year of  experience in operating the business, and type of  business. 

Table 1. Gender of  Respondents 

No Gender Frequency Percentage (%) 

1 Male 28 33,70% 

2 Female 55 66,30% 

 Total 45 100% 

Table 2. Age of  Respondents 

No Age Frequency Percentage (%) 

1. 
2. 
3. 
4. 
5. 
6. 

17 - 25 
26 - 35 36 
- 45 46 - 

55 
56 - 65 
> 65 

22 
28 
19 
5 

9 0 

26.51% 
33,70% 
22.90% 
6% 
10,8% 

0 
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Table 3. Level of  Education 

No Graduates Frequency Percentage (%) 

1. 
2. 
3. 
4. 
5. 

Junior School 
High School 

Bachelor 
Master 
Degree 

Doctorate 

1 
39 28 

12 
2 

1,2% 
47% 

33,7% 
14,5% 
2,4% 

Table 4. Experience in Operating Business 

No year Frequency Percentage (%) 

1. 
2. 
3. 
4. 

< 1 
1 - 5 
5 - 10 
10 - 15 
> 15 

18 
36 
15 
6 
8 

21.7% 
43.4% 
18.1% 
7.2% 
9.6% 

Table 5. Scale of  Business 

No year Frequency Percentage (%) 

1 
2 
3 

Micro 
Small 

Medium 

19 46 
18 

22.9% 
55.4% 
21.7 

The results of  the reliability test are in the following table. The reliability of  Cronbach's alpha coefficient 
is > 0.60. 

Table 6. Reliability Test 

No Variable Cronbach’s Alpa 

1 MSMEs ‘sustainability 0.907 

2 Digitalization 0.908 

3 Financial Literacy 0.930 

4 Technological Infrastructure 0.890 
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Reliability test results show that The sustainability of  MSMEs has a Cronbach's alpha of  0.907, the 
Cronbach‘s alpha of  Digitalization is 0.908, and the Cronbach's alpha of  Financial Literacy is 0.930. The 
Cronbach's alpha of  technology Infrastructure is 0.890. All instruments in this study have Cronbach's alpha 
above 0.8. The normality test shows that the data is normally distributed (p>0.05). The multicollinearity 
test result found that Digitalization has a tolerance value of  0.486 (≥ 0.1) and VIF value of  2.060 (VIF≤10), 
Financial Literacy has a tolerance value of  0.725 (≥ 0.1) and VIF value of  1.379 (VIF≤10), and 
Technological Infrastructure has a tolerance value of  0.439 ≥ 0.1) and VIF value of  2.279 (VIF≤10). 

Therefore, no multicollinearity was found among the independent variables. 

The results of  the hypothesis analysis are summarized in Tables 7 and 8. 

Table 7. Model Summary 

R2  
Adjusted R2 F-statistic p-value (Anova) Durbin-Watson 

 
.513 .495 27.424 .000 1.606 

Table 8. Regression Result Analysis 

 Unstandardized 
B 

Coefficients 
Std. Error 

t  P-Value 

Constant 18.813 3.400  5.533 .000 

Digitalization (X1) -.365 .120  -3.050 .003 

Financial Literacy (X2) .339 .077  4.379 .000 

Technological 
Infrastructure (X3) 

.634 .122  5.214 .000 

Dependent Variable: Msmes Sustainability 

The regression analysis shows an F-statistic value of  27.424 and a p-value < 0.05 indicates that the overall 
model is statistically significant. The adjusted R2 of  0.495, means that 49. 5% of  the variation in The 
sustainability of  MSMEs can be explained by digitalization, financial literacy, and technological 
infrastructure while remaining determined by other variables outside of  this model. Multiple regression 
analysis also shows that the impact of  digitalization on MSMEs sustainability has a negative significance in 
the local context of  Banjarmasin (β = -0.365, t-value -3050, and p-value =0.003). The robustness of  this 
finding is proven by examining the residuals statistics which indicate an acceptable range, and normal 
distribution, with a mean of  0.000 and standardized residuals range between -2.143 and 2.256. It suggests 
that the negative impact of  digitalization is a genuine reflection of  the data, not an artifact of  model misfits 
or outliers. This finding revealed that higher levels of  digitalization are associated with the sustainability of  
MSMEs which decreases. Financial. 

Literacy (X2) has a positive and significant impact on the sustainability of  MSMEs (B = 0.339, p = 0.000), 
while technological infrastructure (X3) has a positive and important effect on this (B = 0.634, p = 0.000). 
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Discussion 

The outcome of  this study shows that financial literacy and technological infrastructure positively and 
significantly influence the sustainability of  MSMEs, while digitalization has a negative significant impact. 
Therefore, the second and third hypotheses can be accepted. However, the result of  the first hypothesis 
contradicts several previous studies that found positive effects on The sustainability of  MSMEs. The impact 
of  financial literacy and The sustainability of  MSMEs indicates that higher financial literacy will increase 
sustainability or vice versa. This result aligns with research conducted by Rahayu &Musdholifah (2017) 
which found that the outcome of  financial literacy has a positive and significant effect on MSMEs’ 
performance and sustainability. A good financial literacy enables MSMEs to manage financial risks, cash 
flow, growth, and business. Based on this finding, MSMEs have to focus on better financial management. 
The policymaker should also pay more attention to giving training to enhance the skills and knowledge of  
MSMEs to operate their businesses better. 

Technological infrastructure also has a positive and significant effect on the sustainability of  MSMEs. 
MSMEs should be supported by technological infrastructure to increase and support their operating 
business. This result is aligned with the previous study by Ghobakhloo, et al. (2022), which also found a 
similar result. Pichagonakesit, et al. (2023) in Thailand also found a significant positive impact of  
manufacturing’s technological infrastructure on small and medium enterprises’ sustainability. 

However, the outcome of  digitalization on the sustainability of  MSMEs found a negative effect. This 
empirical evidence is contrary to the assumption that digitalization will support sustainability because it is 
found to have a detrimental impact on the sustainability of  MSMEs. This finding is inconsistent with the 
results of  several previous studies that suggest how digitalization impacts the sustainability of  MSMEs with 
a positive impact. (Martínez-Peláez, 2023). An empirical study by Wang et al. (2023) also showed that higher 
digital capabilities and integration positively affect the performance of  enterprises. The unique finding that 
digitalization decreases SMSEs’ sustainability in this study can be explained by the fact that the ability to 
use digital technologies may cause more challenges than benefits under certain conditions. This significant 
negative effect of  digitalization on the sustainability of  MSMEs in Banjarmasin can be explained by the 
expensive implementation costs of  the adoption of  digitalization, lack of  digital literacy, or improper use 
of  digital tools. As a result, the MSMEs are burdened by the use of  digitalization. 

The negative relationship between digitalization and the sustainability of  MSMEs may be explained from 
the perspective of  women respondents. In this research, the respondents of  the owners of  MSMEs are 
more women than men. This finding can be explained by connecting with the study conducted by Gefen 
& Straub (1997) that examined whether there was a different perception between women and men on the 
perception of  technology using a technology acceptance model (TAM). The result found that women 
tended to accept the technology when they felt the higher benefit of  that technology. The perceived 
usefulness was higher in women than in men. However, perceived ease of  use in men is higher than in 
women. Thus, there was a different perception between women and men in technology acceptance. It 
indicates that women are more pleased with the use of  technology, and men are more adept at using 
technology. The study that also examined the differences in the adoption of  technology between women 
and men in technology adoption is the study by Venkatesh et al. (2000). The study concluded that women 
were more influenced by social pressure and had better control of  their behavioral outcomes. They are 
more cautious and avoid risks when adopting new technologies. 

The negative effect of  digitalization on the sustainability of  MSMEs can also be explained by the 
respondents, who were represented more by the players of  MSMEs with short years of  experience. The 
business experience of  respondents in this study operating businesses is predominantly less than 1 year 
(21.7%) and 1–5 years (43.7%). Short business experience, such as those with less than 1 year and 1–5 years 
experience, may still face a lack of  capital, human resources availability, competitiveness, and skill 
experience. They may also have limited market access. Enterprises with short business experience may also 
lack an understanding of  sustainability, which implies their limited influence on the environment and social 
aspects of  sustainability. Digitalization generally impacts business processes positively. However, for 
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MSMEs with limited resources, digitalization could lead to higher costs and eventually cause ineffectivity in 
business operations. This limitation may explain why digitalization hurts sustainability instead of  benefiting 
business effectiveness. Considering this potential determining factor of  sustainability, the digitalization 
agenda needs to be accompanied by digital literacy improvement, resource fulfillment, and the availability 
of  robust technological infrastructure. 

This research finding cannot prove that technology adoption or digitalization improves the sustainability 
of  MSMEs in Banjarmasin. On the contrary, the adoption of  digitalization reduces the sustainability of  
MSMEs. This finding provides the government with new insight regarding ways to manage technology 
adoption in MSMEs. The roles of  government and other related parties are needed to provide training, 
capital, and a supporting system for MSMEs to increase the literacy of  digitalization and the ability to use 
digitalization in the operation of  their business to prevent the downside of  digitalization on the 
sustainability of  MSMEs, especially in Banjarmasin. 

The implementation of  digital technology and the demands of  rapid change from digitalization can make 
business players focus too much on efficiency and profitability so that important aspects such as social 
responsibility and environmental sustainability are neglected. Ignoring these aspects can be detrimental in 
the long term, both for the surrounding community and the business itself  when the business continues to 
grow in the future. MSMEs that integrate sustainability into their digital strategy will be able to build 
stronger relationships with customers and create more durable and ethical business models under current 
market demands that increasingly prioritize the aspect of  sustainability. In this matter, the government has 
an important role in encouraging MSMEs to pursue profits through digitalization and ensuring that 
MSMEs’ business practices are aligned with sustainability principles. To align the adoption of  digitalization 
with the sustainability of  MSMEs A comprehensive understanding of  the sustainability dimension must be 
socialized among MSMEs, thus raising awareness to balance all dimensions of  sustainability in business 
practice. 

Conclusion and Implication 

This study reveals that financial literacy and technological infrastructure positively and significantly 
influence the sustainability of  micro, small, and medium-sized enterprises in Banjarmasin City. However, 
digitalization has a significant negative effect. This result contradicts several previous studies that generally 
reveal the positive impact of  digitalization on business performance. This finding indicates that adopting 
digital technology varies in implementation and benefits to MSMEs in enhancing their businesses. The 
contextual factors such as technological readiness, management capacity, and adaptability of  MSMEs 
players must be considered when adopting digitalization for MSMEs in line with their capacity. The inability 
of  MSME players to keep balancing technological changes, the high costs of  technology, or a lack of  
knowledge to benefit digital tools, ignoring the environmental and social aspects, may contribute to these 
results. These results explain that implementing digitalization is not always in line with the increasing 
MSMEs ‘sustainability. Several reasons that can explain this finding are the majority of  women respondents 
who participated in this research, of  which there are differences between women and men in accepting 
technology, the experience of  operating businesses of  the respondents dominated by less than 1-year 
(21.7%) experience, and 1–5 years of  experience. This condition may explain this finding. Maybe they still 
face adjustment, limitations, and other conditions such as lack of  capital, lack of  human resources, lack of  
skills, inefficiency in operation, and lack of  understanding of  the sustainability concept in business 
operation. Yet, the negative impact of  digitalization identified in this study needs further investigation. 

Financial literacy and technological infrastructure consistently give the same results as the previous research. 
The consistent findings on the positive impact of  financial literacy and technological infrastructure highlight 
their strategic roles in supporting the sustainability of  MSMEs. Enhanced financial literacy enables MSMEs 
to manage cash flow and financial risks more effectively, while robust technological infrastructure benefits 
operational efficiency and innovation. 
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These findings are useful for understanding the importance of  integrating policy, which can support the 
ability of  MSMEs to adapt to digitalization by understanding their condition in the real world. The strategic 
role of  digitalization, financial literacy, and technological infrastructure in the sustainability of  MSMEs has 
to consider the protection of  environmental aspects. 

This research's limitations include the small sample size and the use of  only three independent variables. 
To obtain consistent results, future research should include more respondents. Future research can 
incorporate control variables, such as business scale, specific industry, or geographic factor, to ensure the 
effect of  those variables on the sustainability of  MSMEs that may influence the result. 
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