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ABSTRACT
 
Background and Objectives: Micro, Small, and Medium-Sized Enterprises (MSMEs) are strategically important to the Indonesian economy because of their role in creating jobs and boosting regional economies. This study aims to analyze and examine the influence of Human Resource Competence, Financial Literacy, and Internal Control on the Quality of Financial Management of MSMEs in West Java Province. Despite the strategic role of MSMEs in supporting economic growth, many MSMEs still face challenges related to financial transparency, weak internal controls, and limited managerial capacity. This study addresses the gap between theoretical standards of financial management and actual practices implemented by MSMEs. The findings are expected to provide insights for MSMEs and local governments in formulating strategies to strengthen financial management capacity and support business sustainability and competitiveness.
Research Design: This study employs a quantitative research design with a causal associative approach to examine the causal relationships between Human Resource Competence, Financial Literacy, and Internal Control and the Quality of MSME Financial Management.
Research Location and Duration: The research was conducted among MSMEs operating in West Java Province during 2025, using primary data collected within a single research period to capture the actual condition of MSME financial management practices.
Methodology: This study uses a quantitative approach with primary data obtained through the distribution of questionnaires to MSMEs in West Java Province. Sampling was determined using the Slovin formula with a 10% margin of error, resulting in 100 respondents. Prior to data analysis, the research instrument was tested using validity and reliability tests to ensure data quality. Data analysis was conducted using SPSS with multiple linear regression methods to examine the effect of Human Resource Competence, Financial Literacy, and Internal Control on the Quality of MSME Financial Management. Model testing includes classical assumption tests, partial hypothesis tests, and coefficient of determination.
Results: The results show that Human Resource Competence, Financial Literacy, and Internal Control have a positive and significant effect on the Quality of Financial Management of MSMEs in West Java Province, as indicated by regression coefficients of 0.517, 0.595, and 0.688, respectively, with a significance value of 0.000. These findings confirm that improvements in managerial competence, financial understanding, and internal control implementation directly enhance MSME financial management quality.
Conclusion: This study concludes that strengthening human resource competencies, improving financial literacy, and implementing effective internal control systems are essential for improving MSME financial management quality. Practically, the findings suggest that local governments and supporting institutions should prioritize internal control training and financial management mentoring programs to achieve greater improvements in MSME governance and long-term sustainability
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1. INTRODUCTION
 

Micro, Small, and Medium Enterprises (MSMEs) play a strategic role in the Indonesian economy due to their contribution to employment and regional economic growth. MSMEs not only support the national economy but also play a crucial role in driving regional economic growth and income equality. However, various studies show that the sustainability of MSMEs is not solely determined by production and marketing aspects, but is also significantly influenced by the quality of business financial management (Putri & Husna, 2024). Good financial management enables business actors to make more informed decisions, maintain cash flow stability, and improve MSME performance and competitiveness (Glorianismus et al., 2025).

Despite their significant role, the quality of financial management of MSMEs in Indonesia remains relatively low. Many MSMEs do not maintain orderly financial records, do not prepare regular financial reports, and still mix personal and business finances (Wati et al., 2024). This situation makes it difficult for MSMEs to measure their business's financial performance and faces limitations in accessing formal financing. To strengthen the picture of this phenomenon, the author conducted a pre-survey of a number of MSME actors in West Java Province to obtain an initial picture of the business financial management practices carried out by MSME actors.
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Figure 1 shows that the majority of MSMEs in West Java Province have not implemented optimal financial management practices. The majority of respondents do not maintain regular financial records, still mix personal and business finances, and do not prepare financial reports regularly. The findings of this pre-survey indicate that the quality of MSME financial management remains low, particularly in the areas of recording, controlling, and reporting, thus highlighting real problems in business financial management.

These empirical conditions demonstrate a gap between the theory and practice of MSME financial management. Theoretically, the quality of MSME financial management should be supported by adequate human resource competency. Human resource competency determines the ability of MSMEs to understand and manage business financial activities effectively (Arham and Firmansyah, 2021). MSMEs with strong competencies tend to be more capable of systematic financial recording, planning, and control (Hafidzi et al., 2025).

In addition to human resource competency, financial literacy also plays a crucial role in improving the quality of MSME financial management. Financial literacy helps business owners understand basic financial concepts, budget planning, and the use of financial information in business decision-making (Oktasari & Widyanty, 2024). MSMEs with good financial literacy tend to have more orderly and structured financial management (Julito et al., 2021).

On the other hand, the implementation of internal controls is also a crucial factor in maintaining the quality of business financial management. Internal controls serve to ensure the reliability of financial records, prevent errors, and increase accountability in business management (Magdalena et al., 2022). Previous research has shown that sound internal controls contribute to improving the quality of financial information and financial management in MSMEs (Siringoringo & Karsam, 2025).

West Java Province is home to one of the largest number of MSMEs in Indonesia, making the quality of MSME financial management a crucial issue in supporting business sustainability and the regional economy. Based on the gap between theory and empirical phenomena demonstrated through the pre-survey results, this research is relevant. Therefore, this study aims to analyze and test the influence of human resource competency, financial literacy, and internal control on the quality of MSME financial management in West Java Province.


Hypothesis Study

Referring to the theoretical basis and research framework explained previously, the hypothesis developed in this research is as follows:

H1 = Human resource competency has a positive effect on the quality of financial management of MSMEs in West Java Province.
H2 = Financial literacy has a positive effect on the quality of financial management of MSMEs in West Java Province.
H3 = Internal control has a positive effect on the quality of financial management of MSMEs in West Java Province.


 

2.	MATERIALS AND METHODS
 
This study uses a quantitative approach to examine the influence of human resource competency, financial literacy, and internal control on the quality of financial management of MSMEs in West Java Province. The quantitative approach was chosen because the study focuses on objectively and measurably examining the relationships between variables through numerical data processing and statistical analysis, as recommended in quantitative research with a causal approach (Sugiyono, 2023).

Population and Sample
The population in this study consisted of all Micro, Small, and Medium Enterprises (MSMEs) operating in West Java Province. Based on the latest official projection in 2023 from Open Data Jabar, the total MSME population in West Java was estimated at 7,055,660 units. Due to the unavailability of finalized population data for 2025 at the time of data collection, this figure was used as the basis for determining the sample size.

The sample size was determined using the Slovin approach with a 10% margin of error, which is commonly applied in social science research to estimate samples from large populations. Based on this calculation, a minimum sample size of approximately 100 respondents was obtained.

The sampling technique employed was purposive sampling, which selects respondents based on specific criteria aligned with the research objectives. The respondents in this study were MSMEs that had been operating for at least one year and maintained financial records. Purposive sampling was considered appropriate as it enabled the researchers to obtain respondents with relevant and reliable information related to the variables examined in this study (Sekaran & Bougie, 2019).

Data Types and Sources
The type of data used in this study is primary data. Primary data was obtained directly from respondents through questionnaires distributed to MSMEs in West Java Province. The questionnaire was constructed using a five-point Likert scale to measure respondents' perceptions of the research variables, ranging from strongly disagree to strongly agree.

Research Variables and Measurement
The research variables in this study consist of independent variables and dependent variables. The independent variables include human resource competency, financial literacy, and internal control, while the dependent variable is the quality of MSME financial management.

The quality of MSME financial management is defined as the ability of business actors to manage financial activities in an orderly and systematic manner, encompassing financial recording, planning, control, and reporting. This variable is measured through the dimensions of financial recording, financial planning, financial control, and financial reporting, as used in the research of Wati et al. (2024) and Hafidzi et al. (2025).

Human resource competency is measured based on the dimensions of knowledge, skills, and attitudes, reflecting the ability of MSMEs to manage business finances. The measurement of human resource competency refers to research by Soleh et al. (2020) and Gumelar et al. (2022), which emphasizes that business actor competency plays a crucial role in improving the quality of financial management.

Financial literacy is measured through the dimensions of financial knowledge, financial skills, and financial attitudes, which describe the understanding and behavior of MSMEs in managing business finances. The dimensions of financial literacy measurement are adapted from research by Sari et al. (2025) and Putri and Husna (2024), which states that financial literacy contributes to the regularity and effectiveness of MSME financial management.

Internal control is measured through the dimensions of the control environment, control activities, information and communication, and monitoring. Internal control measurements refer to research by Magdalena et al. (2022) and Safa et al. (2025), which explains that the implementation of adequate internal control can improve the reliability and accountability of MSME financial management. All variable indicators are measured using a five-point Likert scale.

Data Analysis Techniques
Data analysis in this study was conducted using the Statistical Package for the Social Sciences (SPSS) software. The data analysis stages included instrument validity and reliability testing to ensure the questionnaire's suitability, descriptive statistical analysis to describe data characteristics, classical assumption testing, and multiple linear regression analysis to examine the effect of human resource competency, financial literacy, and internal control on the quality of MSME financial management. Hypothesis testing was conducted using a t-test to determine the partial effect of each independent variable on the dependent variable, and a coefficient of determination to assess the model's ability to explain variations in the quality of MSME financial management (Ghozali, 2013).



3. RESULTS AND DISCUSSION
3.2	Results 
Survey Data Results

The research results were obtained from primary data collected through questionnaires distributed to 100 Micro, Small, and Medium Enterprises (MSMEs) operating in West Java Province. The data reflect the actual condition of MSME financial management at the time of the study, based on respondents’ perceptions and business characteristics.

	Characteristics
	Category
	Frequency
	Percentage (%)

	Education Level
	Junior High School
	18
	18

	 
	Senior High School
	46
	46

	 
	Diploma
	16
	16

	 
	Bachelor’s Degree
	20
	20

	Business Experience
	1–3 years
	34
	34

	 
	4–6 years
	41
	41

	 
	> 6 years
	25
	25

	Type of Business
	Trade
	39
	39

	 
	Services
	33
	33

	 
	Industry
	28
	28

	Total Respondents
	100
	100



LIST 1. Characteristics of Respondents

Based on the respondents’ educational background, the majority of MSME owners have completed senior high school (46%), followed by bachelor’s degree education (20%) and diploma education (16%). This indicates that most respondents possess basic to intermediate formal education, which supports their ability to understand fundamental financial management practices, although advanced financial decision-making may still require additional training.

In terms of business experience, most respondents have been operating their businesses for 4–6 years (41%), followed by 1–3 years (34%) and more than 6 years (25%). This distribution suggests that the majority of MSMEs have accumulated sufficient operational experience to manage daily financial activities such as transaction recording, cash flow management, and basic financial planning. However, variations in experience levels may influence differences in financial management quality across MSMEs.

Regarding business type, respondents are engaged in trade (39%), services (33%), and industry/manufacturing (28%) sectors. This diversity reflects the heterogeneous nature of MSMEs in West Java Province and indicates that the findings of this study capture financial management practices across different business characteristics.

Overall, the inclusion of respondent characteristics provides important contextual information for interpreting the empirical results. While education level, business experience, and business type were not included as control variables in the regression model, these characteristics help explain variations in financial management practices and are acknowledged as important factors for future research.

	Mean Score Range
	Criteria

	1.00–1.80
	Very Poor

	1.81–2.60
	Poor

	2.61–3.40
	Fair

	3.41–4.20
	Good

	4.21–5.00
	Very Good



LIST. 2 Assessment Criteria Based on Likert Scale
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LIST 3. Four factors influencing the state of MSME financial management 


Based on the descriptive analysis in List 3, the human resource competency (X1) of MSMEs in West Java Province has an average score of 3.28, which is classified as fair. This shows that, in general, MSME players have a basic understanding of business financial management, but its implementation is not yet fully optimal. Several indicators, such as knowledge of business financial management and discipline in managing finances, are in the good category, while the ability to record transactions and financial planning are still in the fair category, thus requiring capacity building.

The financial literacy variable (X2) has an average score of 3.25, which is also in the fair category. These findings indicate that MSME players understand the importance of financial recording and planning, but still have limitations in understanding the concepts of profit and loss, separation of personal and business finances, and the use of financial information for decision making.

Meanwhile, internal control (X3) obtained an average score of 3.11, which is also in the adequate category. This indicates that most MSMEs have implemented basic financial procedures, but consistency in recording, separation of functions, and periodic financial evaluation are still not optimal.

The financial management quality variable (Y) shows an average value of 3.47, which is in the good category. Indicators such as routine transaction recording, periodic financial planning, and the use of financial reports in decision-making have been implemented quite well by MSME players. These findings show that although competence, literacy, and internal control are still at a sufficient level, MSMEs have shown real efforts in maintaining the quality of business financial management.


Multiple Linear Regression

Table 1.  Multiple Linear Regression analysis
	

Coefficients a

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.
	Collinearity Statistics

	
	B
	Std. Error
	Beta
	
	
	Tolerance
	VIF

	1
	(Constant)
	-18,323
	3,005
	
	-6,098
	.000
	
	

	
	Human Resource Competence
	.517
	.052
	.667
	10,025
	.000
	.569
	1,756

	
	Financial Literacy
	.595
	.048
	.827
	12,429
	.000
	.570
	1,754

	
	Internal Control
	.688
	.043
	.921
	16,190
	.000
	.781
	1,281

	a. Dependent Variable: Financial Management Quality


The results of multiple linear regression analysis produce the equation:
Y = −18.323 + 0.517X ₁ + 0.595X ₂ + 0.688X ₃
The results of the multiple linear regression analysis indicate that Human Resource Competence, Financial Literacy, and Internal Control have a positive and significant effect on the Quality of Financial Management of MSMEs. Human Resource Competence shows a regression coefficient of 0.517 with a significance value of 0.000, indicating that improvements in the knowledge, skills, and attitudes of MSME actors contribute significantly to better financial management practices.

Financial Literacy also has a positive and significant influence, with a regression coefficient of 0.595 and a significance value of 0.000. This finding confirms that MSME owners’ understanding of financial concepts and their ability to apply financial information play an important role in managing business finances effectively.

Internal Control demonstrates the strongest effect on the quality of financial management, with a regression coefficient of 0.688 and a significance value of 0.000. This result suggests that the implementation of proper financial procedures, supervision, and control mechanisms substantially enhances the reliability and effectiveness of MSME financial management.

Furthermore, the tolerance values exceeding 0.10 and the Variance Inflation Factor (VIF) values below 10 indicate that the regression model is free from multicollinearity issues, confirming the robustness of the estimated relationships.


Model Feasibility Test
Table 2. Anova Test Result
 
	ANOVA a

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	2704.215
	3
	901,405
	100,047
	.000 b

	
	Residual
	864,945
	96
	9,010
	
	

	
	Total
	3569.160
	99
	
	
	

	a. Dependent Variable: Financial Management Quality

	b. Predictors: (Constant), Internal Control, Financial Literacy, Human Resource Competence



The results of the ANOVA test show F value of 100.047 with level significance of 0.000, which indicates that the regression model used own excellent ability​ in explain connection between variables independent and quality management finance . More significant value small from 0.05 shows that combination variables competence source Power human , literacy finance , and internal control in general together form a feasible and significant model in a way statistics in explain variation quality management MSME finance .

Coefficient Determination (R2)
Table 3.  Model Summary analysis

	Model Summary b

	Model
	R
	R Square
	Adjusted R Square
	Standard Error of the Estimate
	Change Statistics
	Durbin-Watson

	
	
	
	
	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change
	

	1
	.870 a
	.758
	.750
	3,002
	.758
	100,047
	3
	96
	.000
	1,831

	a. Predictors: (Constant), Internal Control, Financial Literacy, Human Resource Competence

	b. Dependent Variable: Financial Management Quality



The results of the Model Summary analysis show that mark coefficient correlation (R) of 0.870, which indicates existence strong relationship​ between competence source Power human , literacy finance , and internal control with quality management financial . The R Square value of 0.758 and the Adjusted R Square of 0.750 indicate that amounting to 75.0% variation quality management finance can explained by the three variables independent in the model, whereas the rest 25.0 % is influenced by other factors outside the research model . The significance value of F Change of 0.000 indicates that the regression model used worthy and significant in a way statistics . In addition , the Durbin-Watson value of 1.831 indicates that No there is problem autocorrelation in the regression model .
3.2	Discussion

Human resource competency has a positive and significant influence on the quality of MSME financial management. Human resource competency reflects the level of knowledge, skills, and attitudes of MSME actors in managing business financial activities, including financial recording, planning, control, and reporting. Soleh et al. (2020) explain that human resource quality directly influences the ability of MSME actors to manage business finances in an orderly and systematic manner, particularly in recording and preparing financial reports. These findings indicate that limited competency can be a major obstacle in MSME financial management.

Research conducted by Gumelar et al. (2022) found that human resource competency significantly influences the quality of MSME financial management because entrepreneurs with good financial skills and understanding tend to be able to manage cash flow and business costs more effectively. Furthermore, Arham and Firmansyah (2021) highlighted that human resource competence plays an important role in enhancing financial management quality by enabling entrepreneurs to effectively understand and utilize financial information in decision-making processes. Consistent with these findings, the present study demonstrates that strengthening human resource competence has a significant positive effect on the quality of financial management among MSMEs in West Java Province.

Financial literacy has also been shown to have a positive and significant impact on the quality of MSME financial management. Financial literacy relates to MSMEs' ability to understand basic financial concepts, such as transaction recording, cash management, and budgeting. Sari et al. (2025) argued that sufficient financial literacy equips MSMEs with the ability to plan and control their financial activities more effectively, which in turn enhances the overall quality of financial management.

Furthermore, Putri and Husna (2024) found that MSMEs with good financial literacy tend to have more organized financial records and are able to routinely prepare simple financial reports. This finding is supported by research by Hafidzi et al. (2025), which shows that financial literacy significantly influences the quality of MSME financial management and reporting. This study's findings align with those findings, indicating that financial literacy contributes positively to improving the quality of MSME financial management in West Java Province.

Internal control also has a positive and significant impact on the quality of MSME financial management. Internal control encompasses the implementation of financial procedures, supervision, and documentation aimed at ensuring the reliability of financial records. Magdalena et al. (2022) explain that good internal control can improve the accuracy and reliability of MSME financial information, thus improving the quality of financial management.

Another study by Safa et al. (2025) showed that internal control plays a crucial role in preventing recording errors and increasing accountability in MSME financial management. Furthermore, Dewi and Tjakrawala (2023) stated that implementing adequate internal control helps MSMEs maintain consistency and order in their financial management. The results of this study support these findings, demonstrating that internal control has been shown to make a positive and significant contribution to the quality of MSME financial management.

Overall, the results of this study reinforce previous empirical findings that human resource competency, financial literacy, and internal control are key internal factors contributing to improving the quality of MSME financial management. Hanifah and Innayah (2024) emphasized that strengthening the internal capacity of MSMEs is key to creating orderly, systematic, and sustainable financial management. Therefore, improving the quality of MSME financial management needs to focus on developing business actor competency, enhancing financial literacy, and implementing effective internal control.


4. CONCLUSION

From the results of this study, the following conclusions can be drawn.
1. Human resource competency has a positive and significant influence on the quality of financial management of MSMEs in West Java Province, which shows that the knowledge , skills, and attitudes of MSME actors are directly related to the quality of recording, planning, controlling, and reporting of business finances.
2. Financial literacy has a positive and significant impact on the quality of financial management of MSMEs in West Java Province, which indicates that MSME actors' understanding of financial concepts and practices contributes to improving the regularity and systematicity of business financial management.
3. Internal control has a positive and significant impact on the quality of financial management of MSMEs in West Java Province, which shows that the implementation of adequate financial procedures, supervision, and documentation plays a role in increasing the reliability and accountability of MSME financial management.
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Figure 1. Pre-Survey Results on MSMEs’ Financial
Management Practices in West Java
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Variable Indicator

Mean 

Score

Criteria

Knowledge of business financial management 3.63 Good

Ability to record financial transactions 2.9 Fair

Ability to prepare business financial planning 3 Fair

Cash flow management skills 3.15 Fair

Ability to control business expenses 3.2 Fair

Discipline in managing business finances 3.6 Good

Responsibility for financial decision-making 3.37 Fair

Willingness to improve financial management competence 3.37 Fair

Average Human Resource Competence (X1) 3.28 Fair

Understanding the importance of financial record-keeping 3.68 Good

Understanding the separation of personal and business 

finances

2.78 Fair

Understanding profit and loss concepts 2.88 Fair

Ability to manage business cash flow 3.15 Fair

Understanding the importance of financial planning 3.6 Good

Ability to use financial information for decision-making 3.22 Fair

Understanding the benefits of financial statements 3.26 Fair

Understanding financial risk in business 3.4 Good

Average Financial Literacy (X2) 3.25 Fair

Existence of clear financial procedures 3.41 Good

Separation of financial recording and operational duties 2.67 Fair

Consistency in financial transaction recording 2.89 Fair

Reconciliation and verification of financial records 3.04 Fair

Proper documentation of financial transactions 3.37 Fair

Monitoring of business fund usage 3.09 Fair

Awareness of financial errors or fraud risk 3.14 Fair

Periodic financial evaluation 3.23 Fair

Average Internal Control (X3) 3.11 Fair

Regular financial transaction recording 3.97 Good

Separation of personal and business finances 3.1 Fair

Budget preparation for business operations 3.22 Fair

Periodic financial planning 3.89 Good

Monitoring cash inflows and outflows 3.26 Fair

Cost control to maintain efficiency 3.36 Fair

Preparation of simple income statements 3.46 Good

Use of financial reports for decision-making 3.52 Good

Average Financial Management Quality (Y) 3.47 Good
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