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ABSTRACT 

Financial technology is a technological innovation in the financial sector; various services 
are provided by startup companies online, starting from payment traffic, insurance, and 
financing to company risk assessment. The ease of fintech services is a reason for SMEs 
to develop their business, especially in funding and financing. This study aims to analyze 
the adoption of financial technology in SMEs in Sleman, which is influenced by the ease 
of use of technology, financial literacy, and trust and mediated by perceived usefulness. 
The number of respondents is 250 owners or managers of SMEs. The data collection 
technique used a questionnaire arranged based on a five-point Likert scale. The data 
analysis technique used is structural modeling with path analysis. The analysis tool is 
SEM-PLS. The study results show that: Financial Literacy, Perceived Ease of Use and 
Trust positively affect Perceived Usefulness; and Perceived Usefulness has a positive 
effect on Financial Technology Adoption. 
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1. INTRODUCTION 
 
The COVID-19 pandemic, which has spread and caused lockdowns in various countries, 
has significantly increased the use of mobile applications in financial technology. Digital 
acceleration has significantly impacted the long-term implications for consumers and 
financial technology (Fintech) providers. On the demand side, there is a large-scale shift 
in fintech adoption and use of alternative lending sources. Fu and Mishra (2022) prove 
that COVID has accelerated changes in the financial intermediation landscape, such as 
BigTech and modularized financial services. The rise of Fintech requires regulators to be 
proactive in monitoring and addressing regulatory gaps to achieve balance. 

Startup companies in technology-based financial services (Fintech) are increasing 
in Indonesia. Fintech is a business that aims to provide financial services by utilizing 
modern software and technology. The development of information technology has 
changed the way humans do their activities, from what was initially conventional to 
entirely online, including in the business sector. This is where the role of Fintech is needed. 
In Indonesia, the largest economy in Southeast Asia, small and medium enterprises 
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contribute around 60% of the country's economy and absorb 97% of the workforce. 
However, even though more than 60 million SMEs are in Indonesia, only 12% can get 
bank financing or loans. The COVID-19 pandemic has exacerbated the situation for these 
SMEs, as almost 50% (around 30 million SMEs) have been forced to close due to falling 
demand due to the pandemic temporarily. For this reason, financial technology platforms 
(Fintech) can help because Fintech combines financial services and technology to make it 
easier for people to save, borrow, transact, and invest online. 

Several obstacles for SMEs were found in its application, namely related to 
obtaining access to credit from banks, including (1) Lack of information on the profile of 
SMEs; (2) Risk management requirements have not been met; and (3) inadequate financial 
records; and (4) Lack of knowledge of SMEs on other financing alternatives. Finally, 
Fintech is here to be a solution for SMEs that are hampered by getting credit from banks. 
During the Covid-19 pandemic, 52 fintech organizers who are members of the Indonesian 
FinTech Association have provided around 55 incentive programs, conveniences, and 
financial solutions for people affected by their economies. This continues to be carried 
out and developed by involving fintech providers from various business models such as 
Peer to Peer (P2P) lending, Financial Planners, Project Financing, Digital Wallets, and 
others (Arnawati, et al., 2023). This is done considering the enormous potential for 
collaboration between fintech organizers and SMEs in presenting real solutions that 
support accelerating national economic recovery. [Chung, et al., 2022]. Fintech refers to 
using technology to provide financial services, including transactions, payments, 
investments, loans, financial management, etc. Fintech aims to change and improve the 
way people access, use, and manage financial services. Fintech comes to simplify all 
financial affairs with a wider reach through a collaboration between government, banks, 
institutions, e-commerce, startup, and telecommunication. With the emergence of the 
Fintech era, startup companies can take a banking role in managing finance (Chandra & 
Sam’un, 2019). 

Several empirical studies have linked Fintech adoption from the perspective of 
individual users in Indonesia (Firmansyah et al., 2022; Setiawan et al., 2021). However, 
it still attracts little attention from SMEs, even though SMEs significantly contribute to 
the Indonesian economy. For example, Najib et al. (2021) explored the determinants of 
Fintech adoption for 184 Indonesian SMEs, demonstrating that performance expectations, 
social effects, facilitating situations, knowledge, perceived job safety, and price value all 
impact behavioral intentions in adopting technology-based finance. The results also reveal 
that financial literacy has little correlation with Fintech adoption mediated by user 
innovation. This indicates that Fintech can contribute to bridging financial inclusion, 
where SMEs with lower financial literacy can take advantage of financial products and 
services through Fintech. It has been proven that Fintech has helped a lot to improve the 
performance of SMEs in Indonesia (Nugraha, et., al. 2022); (Putri et al., 2023). 

 
2. LITERATURE REVIEW 

 
1.1. Financial Technology 
Fintech is an abbreviation of financial technology which means financial technology. So, 
what exactly is Fintech is a technological innovation developed in the financial sector so 
that financial transactions can be carried out practically, efficiently, and effectively. Bank 
Indonesia defines Fintech as combining technology and financial features that change 
weak financial models. Bank Indonesia explained that FinTech could replace the role of 
formal financial institutions such as banks. In terms of payment systems, FinTech plays a 
role in; 1) providing a market for business actors, 2) serving as a tool for payment, 
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settlement/settlement, and clearing, 3) assisting in more efficient investment 
implementation, 4) mitigating risks from conventional payment systems, 5) helping those 
who need to save, borrowing funds and equity participation. Financial technology is 
beginning to gain popularity, as they are convenient and fast. Most users are still members 
of the working-age groups, so the attitudes and behaviors of current working-age people 
towards financial technology transactions are an issue of interest and further study to 
provide information for developing transaction services through financial technology 
more easily and quickly and creating a guidebook to enable a faster understanding 
(Paripunyapat, & Kraiwanit, 2018). 
 
1.2. Financial Technology Adoption  
Technology adoption is carried out to understand the various factors that influence the 
technology adoption behavior of an individual (Patel & Patel, 2018). The main feature of 
this research study is to explain and predict the phenomenon of technology adoption using 
a theoretical model. TAM is a theoretical expansion of the Theory of Reasoned Action 
(TRA) which explains the determinants of conscious behavior (Ajzen & Fishbein, 1980). 
TAM was first developed by Davis (1986). TAM can provide an overview of the 
theoretical basis that discusses the factors that influence to explain the motives for the use 
of technology (Nugraha et al., 2022). Many previous researchers have used the TAM 
model to analyze consumer behavior in adopting technology. Davis et al. (1989) TAM 
has the power to explain and predict broadly individual behavior toward the use of 
computing technology in end users and groups of temporary users simultaneously. 
According to Davis (1986), the main factors explaining technology acceptance are (a). 
perceived benefits, (b). perceived ease of use, (c). attitudes to adopting technology, and d. 
intention to adopt the technology. The intention to adopt technology is the desire in a 
person to take action using technology [Upadhyay et al., 2022]. Variables that affect the 
intention to adopt technology are the ease of use and perceived benefits by users (Davis, 
1986; Chung et al., 2022). Even though the TAM indicators are as mentioned above, the 
authors will expand by adding variables such as financial literacy and customer trust 
(Nugraha, et al., 2022); (Putri et al., 2023]. 
 
1.3. Perceived Ease of Use (PEOU) 
According to Scherer et al. (2019), PEOU is the extent to which a person believes using 
technology will be free from any effort. Meanwhile, according to Davis et al. (1989), 
perceived ease of use is the extent to which users believe that no effort is understood, 
including physical and mental effort, and how easy it is to learn to use the system. 
Perceived ease of use refers to how clear and understandable the interaction with the 
system is, the ease of getting the system to do what is required, the mental effort required 
to interact with the system, and the ease of using the system (Ndubisi & Jantan, 2003). 

H1a: Perceived ease of use directly affects fintech adoption in SMEs 
H1b: PEOU and Fintech adoption mediated by PU have an indirect positive impact. 

 
1.4. Financial Literacy 
Financial literacy is generally defined as awareness and a basic understanding of finance, 
including financial management and planning (Rodrigues et al., 2023). This study refers 
to Callis et al. (2023) measuring financial literacy by asking about compound interest, 
inflation, and diversification. Previous research by Lusardi (2019); Varkey (2020) a 
positive correlation between financial literacy and Fintech adoption. Therefore, the 
hypothesis of this study: 

H2a: Financial literacy has a direct positive effect on Fintech adoption. 
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H2b: Financial literacy positively affects Fintech adoption mediated by perceived 
usefulness 

 
1.5. Trust (TR) 
Trust is the foundation of financial services (Chinasamy, et al., 2020). Verma et al., (2023) 
illustrated that while trust in fintech services declined in one location, fintech services 
thrived in the same region. In technology adoption, trust is correlated with reducing 
anxiety and increasing consumer confidence to adopt new technologies. 

H3a: Trust has a direct positive effect on Fintech adoption. 
H3b: Trust positively affects Fintech adoption mediated by PU 

 
1.6. Perceived Usefulness (PU) 
According to Zhang et al. (2018), perceived usefulness refers to how much technology 
can boost performance. This mediating variable is significant for influencing the 
sustainability of technology adoption Shahzad et al.,(2022). In this study, PU is 
determined to measure how much Fintech adoption meets user needs, such as time savings 
and profits. Previous studies have found a positive correlation between PU and technology 
adoption (Yan et al., 2021; Setiawanet al., 2021). However, Rodrigues et al. (2023) found 
PU was insignificant in influencing digital banking adoption. Then the hypothesis offered 
is based on previous research as follows: 

H4a: Perceived usefulness positively impacts Fintech adoption. 
 
3. RESEARCH METHODS 
 
This research is a survey research using 250 SMEs respondents in Sleman Regency. The 
number of respondents refers to the adequacy of the model set by Hair et al. (2017). Hair 
et al. (2017) stated that the minimum sample size required to reduce bias in all types of 
SEM. Estimates is 200. The maximum likelihood (ML) sample size estimate must be at 
least 15 times the observed variables. Data is collected from all SMEs in Sleman. The data 
collection tool in this study was to use a compiled questionnaire based on a five-point 
Likert scale. Respondents in this study were managers or owners of SMEs in Sleman, 
Indonesia. The sampling technique is convenience sampling. The statistical data 
processing technique used is Structural Equation Modeling with the Smart PLS program. 

 
4. RESULTS 

 
4.1. Characteristics of Respondents 
This study uses data from 250 SMEs owners or managers who live in Sleman. Data on 
the characteristics of respondents in this study indicate that the average manager of SMEs 
is male (75%). Average age 40-60 years (88%). The length of operation for SMEs is at 
least five years, and the average turnover per year is IDR 350 million. 
 
4.2. Hypothesis testing results 
The study results show that the fintech adoption model for SMEs in Sleman is acceptable. 
All hypotheses put forward are also supported. The R2 values obtained in this study were 
0.602 and 0.606. The results of the analysis of the validity and reliability of the 
measurement model show that all are valid and reliable.  
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Figure 1. The Fintech Adoption Model for SMEs in Sleman, Indonesia  

 
All constructs measured in this study have a Cronbach's alpha value greater than 

0.70 and have good reliability with a composite reliability value greater than 0.5. The 
AVE value is good because all constructs are more significant than 0.5. the results of data 
analysis using bootstrapping values can be seen in Figure 1 and Table 1. 

 

Table 1. The results of the relationship analysis using the path coefficient 

  Original 
Sample (O) 

Sample 
Mean 
(M) 

Standard 
Deviation 
(S.T.D.E.V.) 

T Statistics 
(|O/STDEV|) P Values 

Financial Literation Perceived 
Usefulness 0.292 0.290 0.041 3.131 0.025 

Perceived Ease of Use Perceived 
Usefulness 0.234 0.251 0.058 4.019 0.000 

Perceived Usefulness Financial 
Technology Adoption 0.553 0.561 0.050 11.033 0.000 

Trust Perceived Usefulness 0.301 0.300 0.090 3.340 0.001 
 

5. DISCUSSION 
 
The results of this study indicate that all the proposed hypotheses are supported, and the 
fintech adoption model for SMEs is acceptable. Table 1 shows that all paths have a t-
statistic of > 1.96 and a p-value < 0.05. The results of the data analysis show that the first 
hypothesis is supported. This shows FinTech has a role in; 1) providing a market for 
business actors, 2) serving as a tool for payment, settlement/settlement, and clearing, 3) 
assisting in more efficient investment implementation, 4) mitigating risks from 
conventional payment systems, 5) helping those who need to save, borrowing funds and 
equity participation. This study supports Scherer et al. (2019) and Davis et al. (1989), who 
stated that PEOU could increase the PU of fintech users in SMEs. 
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The second hypothesis states that financial literacy has a direct positive effect on 
Fintech adoption, and financial literacy has a positive effect on Fintech adoption mediated 
by PU, which is supported. This shows that financial literacy is proxied by awareness and 
a basic understanding of finance, including financial skills in money management and 
financial planning for SMEs. The results of this research support (Rodrigues et al., 2023; 
Zu & Zia, 2012; Lusardi, 2019; Varkey, 2020), who stated that there is a positive influence 
of financial literacy and Fintech adoption 

The third hypothesis is accepted, which states that trust has direct and indirect 
positive effects through PU on Fintech adoption. This research shows that SMEs have 
confidence that the fintech services they adopt are safe. SMEs believe that using fintech 
personal data is safe, and in general, fintech services are safe and reliable. The results of 
this study support Yan et al. (2021); Verma et al., (2023) which illustrate that trust in 
fintech services influences fintech adoption. 

The fourth hypothesis states that PU has a positive impact on Fintech adoption. 
This study's results indicate that Fintech has many benefits for SMEs financial 
transactions and can improve business performance. This study's results align with Zhang 
et al., (2018); Shahzad et al. (2022); Setiawan et al. (2022); Yan et al. (2021) state that 
PU significantly affects the adoption of digital banking. 

 
6. CONCLUSIONS AND RECOMMENDATIONS 
 
This research proves that PEOU, FL, trust, and PU influence the model of fintech adoption 
in SMEs. PU has the most significant impact on influencing Fintech adoption. This means 
that SMEs perceive that Fintech has many benefits for their financial business 
performance, causing SMEs in Sleman to adopt Fintech quickly. This study has 
limitations because it only analyzes fintech adoption for SMEs. Adoption analysis from 
the SMEs side cannot provide a broader picture of Fintech adoption because it requires 
consumers to apply it too. Thus it is suggested that future research can analyze fintech 
adoption from consumer and SMEs perspectives to understand it comprehensively. 
Understanding the factors driving Fintech adoption is critical in accelerating access to 
finance for Indonesian SMEs. Policymakers should consider adopting Fintech drivers to 
design cutting-edge strategies in promoting Fintech services to increase access to finance 
that approaches and fits the needs of SMEs (Wisniewski et al., 2021; Luan et al., 2023).  

The implementation of Fintech in Indonesia is strengthened through the Financial 
Services Authority Regulation on Information Technology-Based Joint Funding Services. 
Fintech funding products for SMEs in Indonesia are divided into 2 (two), namely 
multipurpose funding and productive funding. Multipurpose funding is funding for goods 
or services required by the borrower/recipient of funds for consumption purposes and not 
for business purposes or productive activities within the agreed period. The difference is 
that productive funding through fintech joint funding is relatively easier to apply for, has 
a shorter loan tenor, smaller loan limit, and does not require collateral as collateral. 
Therefore, productive funding through fintech joint funding is very suitable for small 
companies and MSMEs in Sleman, Indonesia. 
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