

  information-13-00390




information-13-00390







Information 2022, 13(8), 390; doi:10.3390/info13080390




Article



Do Digital Finance and the Technology Acceptance Model Strengthen Financial Inclusion and SME Performance?



Udullage Shanika Thathsarani 1,2,*[image: Orcid] and Wei Jianguo 2





1



School of Economics, Wuhan University of Technology, Wuhan 430070, China






2



Department of Economics and Statistics, Sabaragamuwa University of Sri Lanka, P.O. Box 02, Belihuloya 70140, Sri Lanka









*



Correspondence: thathsarani0@gmail.com or thathsarani@ssl.sab.ac.lk







Academic Editor: David M. Nichols



Received: 7 July 2022 / Accepted: 3 August 2022 / Published: 17 August 2022



Abstract

:

Digital inclusive finance, as a vital engine for the country’s high-quality growth, provides new impetus and prospects for encouraging economic development during the looming economic downturn. SMEs play a significant role in economic growth and development, particularly in developing countries. However, value promoting financial inclusion for SMEs through digitalization is still understudied. The objectives aimed at by this investigation were: to study the impact of financial inclusion on SME performances, to observe the influence of digital financing on financial inclusion and SME performance association as a mediator and to examine how the Technology Acceptance Model (TAM) supports financial inclusion and SME performance. A well-structured questionnaire using a quantitative research approach was utilized to gather data from 366 owner-managers among Sri Lankan SMEs. The study’s findings are presented: financial inclusion, digital financing and TAM play influential roles in SME performance. More precisely, digital financing and TAM mediate positively the relationship between financial inclusion and performance in SMEs. The findings of this research endeavor to shed light on developing and popularizing digital financing by providing services which are cheap, secure and low risk from a supply-side perspective, as well as adopting and adjusting digital financing by enhancing financial literacy, which would be necessary from the demand-side perspective.
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1. Introduction


In most nations, interest in how SMEs contribute to development is still at the center of policy discussions. While aiming at several advantages, Governments and their incorporated private sectors at all levels have begun to encourage the expansion of SMEs. Compared to large scale enterprises, small scale firms play a fundamental role in generating employment and advancing economic development globally [1]. However, SMEs are generally facing enormous challenges such as changes in technology, lack of capital, lack of access to resources, especially finance, constraints on access to business information, inadequate technology capacity and low usage, high expenses for transportation, difficulty in communicating, issues brought on by time-consuming and expensive bureaucratic processes and rules and regulations, increased competition, and capacity constraints relating to knowledge, innovation and creativity [1,2,3,4]. The bankruptcy of enterprising SMEs is also strongly and significantly correlated with economic restrictions, corruption, and management issues [5]. Among the several obstacles perceived by SMEs, access to finance is the most significant [6]. Financial constraints negatively affect firm sales and employment growth [7].



Greater Small Medium Enterprises Financial Inclusion (FI) would have potential macro-finance benefits, including economic growth [8], higher employment, poverty reduction, macroeconomic policy effectiveness and macro-financial stability [9]. An Enterprise Survey conducted by the World Bank showed that SMEs covered around 96% of all the registered companies in the world on average and represented about 50% of the labor force [10]. SMEs tend to dominate the corporate community in all countries in the Asian region and they cover more than 96% of all Asian businesses. Further, SMEs provide around 75% of the jobs in the area [10]. Inclusive growth in developing countries would result from one of the main fundamentals of SMEs in developing economies [11]. A close link exists between the presence of manufacturing and investment firms and improving living standards and the wellbeing of society [12]. Thus, most developing economies want to encourage financial inclusion, including greater access to financial services for low-income households and firms [1,13].



Digital transactions have been increasing gradually throughout the world [14]. Recently, as the economy transitions to a digital one, established players and newcomers are creating cutting-edge ways to fund SMEs. Digital transaction contains the growth of fintech credit, big tech providers and new initiatives in trade finance [15]. Rapid advancements in the digital payment system and the global rise of mobile communication are opening doors for connecting low-income people to dependable and affordable financial tools via mobile phones and other digital interfaces [16]. The National Financial Inclusion Strategy (NFIS) in Sri Lanka was released recently with the vision of “Better Quality Inclusion for Better Lives”, which aims to increase financial accessibility for SMEs with four policy pillars: Digital Finance (DF) and payments, MSME finance, consumer protection, and financial literacy and capacity building. Digitalization of activities is essential to enhance the quality and speed of the business [17].



Digitalization of financial activities of businesses leads towards reduced costs, transparency, standardization and decreased manpower usage [18]. Further, it would be beneficial to competitiveness. Currently, the COVID-19 pandemic is affecting the global and domestic economy, which has spread over to the financial sector of Sri Lanka. Adaptation of digital technology by individuals and small enterprises is crucial at this moment.



Traditionally, initiatives connected to digital finance have aided countries in reducing the adverse effects of the crisis and strengthening their resilience to future shocks. Financial literacy would be a vital prerequisite for FI. However, digital literacy will be a crucial component of the digitalization process. Previously unavailable or inaccessible to the unbanked, these facilities are now available to them due to the incorporation of digital technology into the financial sector. Digitalization of most financial products and services will require strengthening digital financial literacy, and would be on most countries’ global policy making agenda. Technology adoption of digital tools is especially beneficial to small and micro-businesses. Digital technology adaptations related to financial activities are limited mainly to large scale companies. However, the usage of digital technology is shallow, due to low digital financing literacy. Despite the role that technology plays in the growth of SMEs, adoption of technology by SMEs is still scarce [18] due to several barriers.



The present study has aimed at three elements: 1. An attempt to investigate how digital financing strengthens financial inclusion. 2. To study the financial inclusion and SME performance relationship. 3. To explore how TAM moderates the financial inclusion and SME performance relationship.



This research contributes to many aspects of the literature; firstly, research corresponding to digital financing and the Technology Acceptance Model (TAM) are performed jointly in technology related studies. However, applications of these concepts in financial related studies are sporadic and digital financing activities which have emerged in the world only very recently have not been studied sufficiently. Secondly, the inclusion of digital financing and TAM regarding digitalization was determined separately as preliminary determinations of SME performances in previous studies. Nevertheless, the combined effect of these concepts was less investigated. While filling this conceptual gap, the present study investigates the integration effect of DF and TAM on the SMEs’ performance regarding aspects in developing countries such as Sri Lanka. In addition, the findings of this research contribute to the SME sectors, as many SMEs cannot get access to credit due to less evidence of creditworthiness, transforming to digital financing activities through financial documentation, business plans, and collateral rather than conventional documentation, which banks often promote and prefer when lending credit. On the other hand, if the SMEs adopt digital technology for their business activities, it will reduce their reliance on manpower.



The remaining paper is organized as follows. Discussion on the theoretical background and development of the hypothesis are arranged in Section 2. Section 3 discusses the methodology, including the research approach and data collection techniques. Section 4 assembles the data analysis procedure and results of the analysis. Section 5 presents the discussion forum on the findings, implications, limitations and future research directions, and lastly the summary is included in Section 6.




2. Review of Literature and Hypothesis Development


2.1. Financial Inclusion Theories and Hypothesis Building


The three aspects of banking, access, availability and use of quality services, have been included in the multidimensional approach used to quantify financial inclusion [19]. The development and growth of SMEs depend primarily on access to capital, and the availability of external financing is favorably correlated with growth and productivity [20,21,22]. Much of the current economics research stresses that finance is beneficial to enhancing SMEs’ performance [23]. Financial inclusion could be measured as access to financial services from one aspect, as the community must participate in the economic system to improve its welfare [24,25,26,27]. More commonly, FI is essential for promoting SME expansion [28] and substantial employment growth [29]. Thus, it would lead the immediate and longtime benefits for the economy [30].



Accessibility has been encountered among the factors on the supply side, which is associated with the concepts of physical closeness and affordability. Access to financial services must have a significant constructive effect on the performances of business organizations [31,32]. However, most previous attempts have presented FI as the only global solution to SME growth and development [33,34]. In addition, the growth and development of SMEs are positively influenced by mobile banking, banking services and banking penetration as FI dimensions [35,36]. While considering further the relationship between accessibility and operations of the business sector, the ability to engage financial services assists in develop ping the firm, managing the financial and non-financial activities properly while reducing risk, and withstanding financial shocks to entrepreneurs and real sector business owners.



The availability dimension under the FI concept determines the capabilities of a company in terms of technology choice, market access and access to necessary resources that significantly contribute to the enhancement of the business. Nkwede [37] showed a significant association between financial availability and business performance, especially in developing countries. Availability of various financial services assists in performance, sales growth and productivity, according to a study by Harrison et al. [38]. The spreading of bank financial services and SME’s financial performance are positively correlated, according to Turkmen and Yigit [39]. In addition, Ibor et al. [35], also presented a similar association



Moreover, it has been pointed out that greater distance in servicing providers physically would badly affect the operations and growth of SMEs. Further, a study by Simiyu and Oloko [40] has identified that the availability of ATMs, cash deposit machines and distribution of branches in rural areas will enhance the community’s financial services and support the growth, development, and competitiveness of SMEs. However, due to the absence of credit history, the vast number of participants, and the participants’ divergent viewpoints, it is challenging to choose beneficiaries in the financial inclusion sector in some countries [41].



The next category is the quality of usage, which measures how clients use financial services and the standard of the services. The frequency and duration of the service use over time, such as the average savings balances, the number of transactions per account, or the number of electronic payments made, might be considered as the quality of financial products and services [42]. According to Sarma [19], the number of bank branches and ATMs per 10,000 people has been used to gauge accessibility at an individual level. The quality of the financial services depends on accessibility and availability. The present study has focused on two types of financial services: deposits or transactional accounts of SMEs. According to Ombi et al. [43], financial services’ affordability positively impacts SMEs’ performance. Correspondingly, not only affordability but also improvement of availability of financial services in a country, under the dimension of financial inclusion, has a relationship with the performance expansion of firms [44,45]. Based on the evidence of a strong link presented earlier between financial inclusion and SME performance through access, availability and quality, the following hypotheses were planned for this study:



Hypothesis 1 (H1).

Performances (financial and non-financial) of SMEs are significantly impacted by accessibility to the financial services.





Hypothesis 2 (H2).

Performances (financial and non-financial) of SMEs are significantly impacted by availability of financial services.





Hypothesis 3 (H3).

Quality of Financial services has significant effect on the performances (financial and non-financial) of SMEs.





Hypothesis 4 (H4).

Financial inclusion has significant positive effect on SME performances.






2.2. Digital Finance Inclusion Theories and Hypothesis Development


The Technology Acceptance Model (TAM) is a model which describes under the DF theory the acceptance of several types of technology generally. It highlights the adoption of information technologies and related instruments such as the adoption of the microcomputer and the Internet. TAM is a theory that explains how the information system users receive and use technology with the ‘perceived usefulness’ and ‘perceived ease of use’ of the technology as the criteria for accepting or rejecting a particular technology [46,47]. Further, it may have distinguished between the success or failure of the acceptance of modern technologies [48]. Initially, this model was developed by several researchers when introducing the website to present factors of acceptance of the newly developed concept [32]. In the financial sector, it is more important to study the exploration of the elements of the use of e-banking by the service provider and its users in order to promote its adaptation. Several issues can be encountered while using newly developed techniques. The computer-based technology’s cognitive and emotional capability is also tested as a model. The intentions of using the system determine the stated grounds that were transforming to the digital system. TAM is also more valuable for SMEs since they expect to adapt to new technology instruments available in the surrounding environment.



Recent years have seen regulatory technology emerge as one of the primary study areas in financial stability regulation [49]. To achieve intelligent identification and early risk warning, artificial intelligence technologies are applied. To achieve intelligent identification and early risk warning, artificial intelligence technologies must be applied. In addition, the “wave” of online company promotion that is now evolving is via social media. To connect with customers and followers, marketers are starting to push the usage of social media as a component of their marketing strategy and campaigns [50]. Building a digital identity, creating a financial infrastructure and digital financial markets that promote sustainable, balanced development are all part of the DF transformation [51]. Presently, most bank customers have embraced the shift to digital banking from paper-intensive banking [52,53]. Digitalizing financial activities benefits the bank and its clients and suppliers [52]. As a result of banks going digital, less paper is used, less office space is needed, and fewer materials, resources, and other inputs are used, assuring environmental sustainability.



More recently, especially with the number of issues faced during the lockdown period, the development of new technology usage can be addressed for individuals, businesses, governments and economies using digital technology. Utilizing unique technology will undoubtedly give SME’s timely and vital information, expertise, improved relationships with suppliers and consumers, improved cooperation and increased production and efficiency [54]. According to Yang and Zhang [55], to attain sustainable growth, small scale and micro businesses, especially the private, high-tech industries and competitive markets, benefit from the development of digital FI. Utilizing Information Communication Technology (ICT) based services helps SMEs access external financial resources, thus increasing their financial inclusion [56]. Financial services offer the capital required for entrepreneurial endeavors, and technology is what propels the modernization and transformation of company models. Digital finance not only fits the needs of firms but also has a unique inherent benefit for fostering a thorough combination of digital technology and financial services. This includes analyzing credit risk assessment and control through reducing information asymmetry between service providers and business organizations. However, belief in the usage of digital marketing will be influenced by perceptions of its simplicity of use and usefulness, which will impact behaviour and actual use [50]. With these theories and reviewing the literature, the following hypotheses were developed:



Hypothesis 5 (H5).

Digital financial mediates the link between financial inclusion and SMEs’ performance (financial and non-financial).





Hypothesis 6 (H6).

Technology adaptation moderates the link between financial inclusion and SMEs’ performance.





The derived hypothesized relationship for the present study is presented in the following conceptual framework (Figure 1).





3. Methods


3.1. Research Approach and Data Collection


This research employs the positivism paradigm because a well-defined conceptual framework has been used with possible and straightforward relationships. The positivist paradigm is mainly linked with the quantitative methodology commonly used in the deductive process [57]. Further, belief about the truth in science can be observed, measured and described [58]. The quantitative research approach has been used, since the study is based on survey research [57,59].



Financial inclusion, digital financing and performance related information on SMEs have not previously been collected in a single survey as a secondary data source in Sri Lanka. Hence, the primary survey is the most appropriate technique for data collection. The present study centered on two provinces, namely the Western and Sabaragamuwa Provinces of Sri Lanka, as the study area, since these regions account for 50% of the total enterprises of the country, according to a report by the Department of Census and Statistics [60]. The population of this study consisted of Small Medium Enterprises in Sri Lanka, with all the SMEs in Sri Lanka being taken as the population. Initially, stratified random sampling was employed to allocate the samples to each province. The final sample was drawn according to the number of firms registered in each district proportionally.



The survey initially started on 4 September 2021 and the process continued until the end of January 2022. A total of 487 questionnaires were distributed online (WhatsApp), with field and telephone as the primary surveys. Out of the 380 questionnaires returned, only 366 responses could be used for further analysis, making the valid response rate 75%. Internal consistency and construct validity of the survey was established before analysis. The questionnaire used in this study measured knowledge of finance and digital financial studies and was a valid and reliable tool. Results indicated that the study’s overall internal reliability was adequate, with a score of 0.739 (Cronbach’s alpha).




3.2. Questionnaire and Variable Selection


The questionnaire consisted of five sections. Section A included the demographic background of the respondents and general information regarding the SME. A Likert scale from 1 (strongly disagree) to 5 (strongly agree) was used for responses to each item.



Financial inclusion (FI): This is considered as the increasing spread of SMEs’ easy electronic access to financial services and facilities. An overview of the state of retail networks, including branches and ATMs, is discussed [61,62]. Moreover, the affordability and usefulness of financial services for SMEs, and the quality of the financial services, such as cost, satisfaction, security and protection, were also discussed.



SME performances (Per): Financial performance is the degree to which a firm has achieved financial success which can be directly measured. It covers increments of profit, net income, assets, sales savings and investments [63]. Meanwhile, non-financial performance denotes performances of SMEs non-financially, including increases in employment, staff, reputation, customer relationship, service quality and social networking, which cannot be measured directly as financial performance. This construct has been measured using the owner-manager’s valuation of the firm performance by using the measurement scale developed by previous researchers [63,64,65].



Digital finance (DF): This is discussed with three sub-components: access, usage and quality. Firstly, access to digital financial services in far-reaching technologies is available with financial assistance from a wide range of providers. Generally, this includes the digital use of remote electronic money which is well-known as E-money, money transactions through mobile phones, digital card usage for payments, and electronic fund transfers. Secondly, the use of DF services includes adaptability, familiarity, assistance, convenience and satisfaction. Lastly, risk-related questions arise due to the quality of technology usedfinancial activities. This question included reliability, transactions’ safety, and service providers’ confidence. DF for this research has mainly utilized the measurement used by Ozili [66] and Xie and Liu [66].



TAM: This is based mainly on the theoretical concepts known as “perceived usefulness” and “perceived ease of use”. The present study has discussed the potential risk-related questions arising from using technology for financial activities through this model. The question included reliability, the safety of transactions and the confidence of service providers, covered by eight questions. Perceived usefulness and perceived ease of use are abbreviated as PU and PE, respectively.




3.3. Analyzing Techniques


In this study, the Structural Equation Modeling (SEM) method with Partial Least Squares (SEM-PLS) approach was employed as the analytical methodology, because this research is exploratory of existing theories and seeks to discover the key determinant variables utilizing predicted constructs. Smart PLS 3.0 was the statistical software employed in the current investigation. Firstly, the assumptions regarding multivariate normality, multivariate outliers, and missing data were tested as the corresponding assumptions in order to perform the path analysis. The second step was performance of model assets. Secondly, measurement of model assets was performed. The third phase included testing the hypothesis. The fourth and fifth steps were the analysis of the mediation and testing of the model’s validation, respectively.





4. Results


4.1. Sample Profile


The descriptive statistics of the respondents are presented in Table 1 for the categorical type respondents and Table 2 for continuous type responses. The literature review findings demonstrated that the most common metrics used by researchers to assess demographic characteristics are age, experience, education, and gender [67]. Further, entrepreneurial sustainability is significantly impacted by environmental, business, and behavior factors [68]. Therefore, as shown in Table 1 and Table 2, the current study also used several associated parameters to measure the behavior of SMEs. Results revealed that owners manage 58.5% of the firms, whereas managers manage 41.5%. For firms, the highest percentage (73%) were headed by males, while females headed 27%. When considering the education level of the owner-manager of SMEs, most have completed at least a business oriented diploma or certificate course (36%). The majority of the SMEs were in the manufacturing sector (58%) while 25% and 17% of firms represented the trade and service sectors, respectively. Regarding the locations of the establishments, most respondents, 241 (65.8%), were operating in urban areas, and 112 (30.6%) in rural areas.



The results of continuous variables are summarized in Table 2. Regarding the age of the owner-manager, 19 years was the minimum age recorded for the owner of the SME and 62 was the maximum age of the respondents. The average number of employees of SMEs was 24 and varied from five to 97 employees within a firm. At least one paid, unpaid, part-time worker and manager worked in the firm, while some SMEs exceeded more than ten workers under the above category. When considering the number of years that the enterprise has existed, the average years of a firm’s operations were recorded as 8 and varied from 6 months to 30 years for the entire sample. Concerning accessibility to formal financial services including banks, ATMs and formal financial services providers, it took 6 min to access the nearest bank and formal financial service providers and 2 min to access the nearest ATM. However, access to the nearest formal bank service provider varied between 1 and 23 min.




4.2. Measurement Model Assessment


The first step in Structural Equation Modeling (SEM) was to estimate the measurement model (outer model). The present study is based on the two-stage reflective-reflective model. The Lower Order Construct (LOC) consisted of ten constructs and the Higher Oder Construct (HOC) included four main concepts. The validation of a reflective measurement model can be established by examining its internal consistency (Cronbach Alpha (CA) and Composite Reliability (CR)), indicator reliability, convergent validity (average variance extracted (AVE)) and discriminant validity (Fornell-Larcker criterion) [69].



Normality of data checked while based on the skewness and kurtosis values confirmed that there were no serious issues regarding the violation of normality for the data set since the skewness and kurtosis were up to the absolute value of 1 [70]. A common rule of thumb is that a Variance Inflation Factor (VIF) of more than 10 provides evidence of severe multicollinearity [71]. There were no severe multicollinearity issues in the present study.



To identify the indicator reliability, the reflective indicator loadings reached in an SEM should be higher than 0.700 as a threshold [72,73]. Three variables (DFA3, FPer and PE1) were dropped due to low loadings, thus increasing the construct reliability and validity. Table 3, corresponding to the LOC and Table 4, corresponding to the HOC, showed that the constructs had adequate reliability, 0.70, as a satisfactory level of an instrument [70], except SEM performance and TAM constructs in HOC. The CR values were higher than the threshold of 0.7 [74], whereas AVE was higher than 0.5 [72] for all the LOC and HOC. Results summarized in Table 3 and Table 4 showed that the results corresponded to the present study’s reliability, internal consistency and convergent validity.



The discriminant validity was evaluated based on the Fornel-Larcker criterion as the first approach, testing the square root of each AVE loaded along the diagonal by off-diagonal elements. According to Table 5, the Digital Financial Quality (DFQ) construct was a little disputable under the LOC. However, the difference with the square root of the corresponding AVE value was too low at 0.05 and hence can be ignored [75]. Apart from this condition, overall, the measuring model’s discriminant validity was acceptable and supported the validity between the constructs under the Fornel-Larcker criterion. Further, HOC also confirmed the discriminant validity’s precision (See Table 6).




4.3. Testing the Hypothesis with the Structural Model


To assess the structural model, Hair et al. [69] suggested the bootstrapping approach with a resample of 5000 and evaluating at the R2, beta and corresponding t-values where the criterion is (t-value ≥ 1.96 and p-value < 0.05).



Further, in addition to those fundamental measures for testing the model’s goodness of fit, the predictive relevance (Q2) and effect sizes (f2) are also used. As an initial step, main direct relationships including Financial Access (β = 0.168, t = 3.126, p = 0.0020), Financial Usage (β = 0.197, t = 2.254, p = 0.011), Financial Quality (β = 0.411, t = 6.044, p = 0.000) and overall Financial inclusion (FI; β = 0.153, t = 2.253, p = 0.00) had positive association with SME performance; thus, H1, H2, H3 and H4 were supported by the model. In addition, Digital financial inclusion (DFI; β = 0.546, t = 9.714, p = 0.000) and Technology Acceptance Model (TAM; β = 0.060, t = 2.404, p =0.017) also positively and significantly affected SME performance, leadings to H5 and H6 being accepted.



The next step was evaluation of the structural model. The Coefficient of determination (R2) illustrates the percentage of the variance in the endogenous variables described by the endogenous variables collectively [75]. R2 values of 0.67, 0.33 or 0.19 are described as substantial, moderate, or weak for the path model as the criteria [70]. The R2 value of 0.604 indicated that 60.4% of the variation in SME performance occurred because of FI impacts. SME performance explained 63.9% of the variation in digital financial inclusion and 49.9% of the variance in the technology acceptance model (Figure 2).



Next, the assessment for the goodness of fit model was Q2, calculated via the blindfolding procedure. A Q2 larger than 0 suggests that the model has predictive relevance, while a Q2 lower than 0 illustrates that the model lacks predictive relevance [76]. According to Table 7, the results support the model’s predictive relevance regarding the endogenous latent variables.




4.4. Mediation Analysis


Partial Least Square (PLS) is regularly characterized by complex path models including one or more independent variables, one or more mediator variables or one or more dependent variables. The present analysis focused on two mediation analyses. The first was the mediation role of digital financing on the linkage between FI and SMEs’ performance. Table 8 summarizes the output of the indirect relationships of the final model.



The results of H5 (β = 0.441, t = 9.831, p =0.000) and H6 (β = 0.102, t = 2.324, p = 0.021) present digital financing and TAM as mediators of the relationship between financial inclusion and SME performances.





5. Discussion


5.1. Results


The main aim of this study was to explore the influence of digital financing on the association between financial inclusion SME performances.



Firstly, a significant positive association could be observed with the pillars of financial inclusion, such as access, usage and quality, with financial performance. The results showed that access to finance enhanced the SME performance, further confirming previous studies in the Sri Lankan context [77] and in other countries [78]. However, this finding contradicted the conclusion of Ritaa & Hurutab [79], which suggested that SMES in Indonesia tried to manage finance through funding and investments. Moreover, the present study revealed that the usage and quality of the available financial products and services also provided evidence of SMEs’ profitability and growth [28,80]. Not only the physical accessibility but the more significant usage of financial services and products can facilitate competition within the markets, where contestability is high, since service providers are restrained from exercising monopoly powers. The quality of the financial institutions and availability of services determined the level of financial inclusiveness, which included convenience of transactions, easy access to the service providers and ability to move from one service provider to another.



Secondly, it was evident from this study and the outcomes that FI played an essential role in increasing SMEs’ financial and non-financial performances. The part played by existing financial service providers is enhanced due to FI and thus leads to faster financial services for the unbanked community. Significantly, the SMEs would gain an opportunity to overcome finance-related issues. Ratnawati [80] found explicit confirmation regarding increased access to financial services, including access to credits, leading to the growth of market share, sales and the number of workers for micro, small and medium companies. Similar findings could be seen in other studies where Le et al. [81], and Yang & Zhang [54] generalized that the FI determined a company’s positive growth and performance. However, some scholars had inconsistent findings [81] to the present study, stating that FI does not influence SMEs. However, FI aims to offer financial services and products through safe, affordable and community-wide accessibility to alleviate poverty and inequality.



Thirdly, the growth of digital financial inclusion and sophisticated technology allows users to utilize devices including computers and mobile phones to expand their business requirements. In addition, using such devices would benefit the speeding up of financial services, reduce the burden of complicated documentation processes, and finally make the startup of a business quicker while following market demand. The findings of this study showed that inclusion of digital finance in the process of FI significantly positively impacted the SMEs’ financial and non-financial performances. Moreover, digital financing is a financial intermediation to the association of FI and SME performances through innovations [82]. Using digital financing would facilitate easier transactions and a smooth cash flow.



Further, the use of digital financing was reflected as an invisible hand towards financial access, the usage and quality of financial services and products in SMEs, where most owner-managers were reluctant to accept traditional banking facilities. Additionally, in a digitalized business environment, technological literacy is a crucial and effective instrument to assure organizational effectiveness through the decision-making. Thus, technological finance literacy is also a significant determinant of firms’ performances [83]. The findings of the present study are in line with previous studies. According to Muganyi et. al. [84], financial technology supported the development of the financial sector as it resulted in access to loan facilities, deposits and savings for financial institutions.



Finally, conventional business models with paper-based manual transactions and processing systems have changed into contemporary business models, where transactions for buying, selling, borrowing and others were made through digitalization. Adaptation of digital technology to the SMEs system is required. Both perceived usefulness and perceived ease of use under the TAM were needed, while adapting digital financing to business activities. Our findings presented that the TAM worked as a mediator to the association between FI and SME performances, which is paralleled by the conclusion of Purnamasari et al. [85], and Chin et al. [86], which showed that PU had a significantly positive influence on digitalization, as well as with the existing literature [87,88]. The mediating role of TAM in line with financial inclusion and SME performance is consistent with the finding of Zhou et al. [89], who presented that the quality of the website and familiarity could impact the perceived ease of use and perceived usefulness, which ultimately influence the continuance intentions of e-finance. Moreover, PU and PE, cost of services, and security significantly affected mobile banking adoption [90]. Our finding was also in line with the results of Yang and Zhang [55]. They promoted the strengthening of digitalization for the sustainable development of SMEs through competitive markets by including digital financing. Financial technology is also categorized under digitalization [91], enhancing FI through banking digitalization, to provide easier access in applying for funds, especially for the non-bankable. Not only that, innovation of new financial services through digitalization would also have access to various financial services and products.




5.2. Implications


This research article emphasized several implications, so that the findings and propositions can be easily translated into practice. Firstly, digital financial inclusion enhances the accessibility and convenience of services. SMEs lag behind in obtaining such services due to several constraints. With the development of digital financial inclusion, even short term functions through digital services in SMEs’ activities will add advantages over traditional financial activities. Moreover, services rendered by the financial institution should promote the transformation of modern technology. Secondly, FI is a process that mainly targets vulnerable groups in society. In the Sri Lankan context, while women head many SMEs, most are rural. Hence, when considering the policy implications regarding such weaker and low income sections, such services should be rendered fairly and transparently at reasonable prices. Thirdly, service providers should encourage their clientele to provide secure and risk averse financial services with well-established facilities under supply-side perceptions, as lack of comprehension and technical understanding of their employees, including managers of SMEs, make them reluctant to adopt new technology. Thus, the project’s effort to enhance the SMEs’ technical capacities for technology adoption is significant even from demand-side perception. Finally, the government should consider implementing a new mechanism to attract formal financing rather than informal financing for business activities. The establishment of regulatory frameworks to improve relevance is substantial even in the public sector. Providing infrastructure facilities, training, and mentoring of technical and managerial competencies is essential as a support service. Moreover, educational and awareness programs at the bottom level of society, including education in schools, will improve society’s public awareness and financial literacy.




5.3. Limitations and Future Research Direction


Despite this study providing a healthier and broader consideration of digital financing, financial inclusion and TAM in SMEs, it also encountered several limitations. Firstly, several Sri Lankan provinces have discussed the nexus between financial inclusion and SME performance. This study’s findings will be limited to a particular geographical context. It would be better to elaborate further in future studies by considering larger samples. Secondly, depending on the owner’s financial literacy, the SME’s management will determine the discussed association differently. Thus the validity of the conclusion need not be restricted to a particular aspect. Future research can be expanded to overcome this limitation by considering a higher order construct with control variables. Thirdly, the adoption of digital content by the individual or as a firm makes diffusion innovation relevant. Moreover, technology is advancing and changing continuously; hence, the cross-sectional design used in this study would not precisely measure such diverse technology. Thus, future researchers can investigate the longitudinal panel design in which a sample is collected in a one-time period, the necessary information observed in subsequent times for the same group, and the variables measured.





6. Conclusions


Digitalization of the economy has created a new business environment where businesses can operate and offer services online and through digital platforms. Financial inclusion provides a broader scope of facilities including savings, loans, payments, leasing, insurances, investments, remittances, etc., with access for everyone. SMEs are the crucial beneficiaries of such inclusiveness to increase income, create assets, domestic demand and control risks. The emergence of digital financing has changed the traditional models into modern models in which the financing gap is bridged. In summary, our results have highlighted three crucial factors in financing small and medium sized businesses in Sri Lanka. Firstly, our results have revealed that financial inclusion pillars, including access, usage and quality of financial services and products, had a favorable impact on SME performances. Secondly, it has shown that inclusion of digital financing modified the relationship between financial inclusion and SME performances. Thirdly, the perceived ease of use and perceived usefulness of technology also moderated the access to finance and SME performances. Strengthening the digital economy is essential for developing Sri Lanka, and policy intervention should move towards this.
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Figure 1. Conceptual framework. 
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Figure 2. Direct path coefficient in SME. Source: Author’s calculation. 
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Table 1. Sample profile for categorical variable responses.
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	Variable
	Frequency
	Percentage





	Job position
	
	



	Owner
	214
	58.5%



	Manager
	152
	41.5%



	Gender
	
	



	Male
	267
	72.9%



	Female
	99
	27.1%



	SME Type
	
	



	Small
	251
	68.6%



	Medium
	115
	31.4%



	Industrial sector
	
	



	Manufacturing
	214
	58.5%



	Trade
	93
	25.4%



	Services
	59
	16.1%



	Location of SME
	
	



	Urban
	241
	65.8%



	Rural
	112
	30.6%



	Estate
	13
	3.6%







Source: Author’s calculation.
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Table 2. Sample profile for continuous variable responses.
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	Variable
	Mean
	SD
	Min
	Max
	Skewness
	Kurtosis





	Age (owner-manager)
	39.1
	8.89
	19
	62
	0.2
	0.1



	Size (employees)
	23.9
	21.62
	5
	97
	1.91
	3.1



	Working owner
	1.46
	0.79
	0
	5
	1.57
	2.76



	Paid workers
	17.2
	16.58
	2
	81
	2.07
	3.9



	Unpaid workers
	1.35
	1.69
	0
	11
	1.64
	3.4



	Part-time workers
	1.74
	2.78
	0
	15
	2.13
	5.15



	Managers
	1.86
	2.28
	0
	11
	1.93
	3.51



	Age (of firm)
	7.55
	5.29
	0.5
	30
	1.21
	1.91



	Access bank (Mi)
	6.04
	4.96
	1
	23
	0.71
	−0.4



	Access ATM (Mi)
	2.78
	2.61
	1
	15
	1.69
	3.75



	Access service providers (Mi)
	6
	5.01
	1
	23
	0.72
	−0.47







Note: SD = Standard Deviation, Min = Minimum, Max = Maximum and Mi = Minutes. Source: Author’s calculation.
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Table 3. Results of reliability, internal consistency, and convergent validity of LOC.
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	LOC
	Item
	Skewness
	Kurtosis
	Loading
	VIF
	CA
	CR
	AVE





	Financial
	FA1
	0.100
	−0.290
	0.760
	1.518
	0.784
	0.860
	0.606



	Access
	FA2
	0.241
	0.590
	0.781
	1.618
	
	
	



	
	FA3
	−0.451
	−0.286
	0.812
	1.649
	
	
	



	
	FA4
	−0.452
	−0.731
	0.759
	1.618
	
	
	



	Financial
	FAv1
	0.791
	0.224
	0.878
	2.015
	0.794
	0.879
	0.709



	Availability
	FAv2
	0.525
	0.012
	0.762
	1.439
	
	
	



	
	FAv3
	0.754
	−0.848
	0.881
	1.949
	
	
	



	Financial
	FQ1
	0.640
	−0.177
	0.719
	1.529
	0.874
	0.909
	0.667



	Quality
	FQ2
	0.906
	0.659
	0.877
	2.836
	
	
	



	
	FQ3
	0.321
	0.069
	0.813
	2.093
	
	
	



	
	FQ4
	−0.688
	−0.373
	0.851
	2.484
	
	
	



	
	FQ5
	−0.204
	−0.177
	0.813
	2.008
	
	
	



	Digital
	DFA1
	0.978
	0.219
	0.834
	1.474
	0.740
	0.852
	0.657



	Financial Access
	DFA2
	0.771
	−0.470
	0.791
	1.414
	
	
	



	
	DFA4
	0.244
	0.799
	0.805
	1.542
	
	
	



	Digital
	DFU1
	−0.141
	0.044
	0.864
	3.333
	0.927
	0.943
	0.733



	Financial Usage
	DFU2
	0.804
	−0.837
	0.849
	3.513
	
	
	



	
	DFU3
	−0.383
	−0.760
	0.856
	3.272
	
	
	



	
	DFU4
	0.543
	−0.292
	0.812
	2.738
	
	
	



	
	DFU5
	−0.176
	−0.737
	0.906
	3.897
	
	
	



	
	DFU6
	0.655
	−0.638
	0.846
	2.674
	
	
	



	Digital
	DFQ1
	0.736
	0.978
	0.865
	3.202
	0.913
	0.935
	0.741



	Financial Quality
	DFQ2
	−0.952
	0.142
	0.852
	3.137
	
	
	



	
	DFQ3
	−0.984
	−0.048
	0.809
	2.233
	
	
	



	
	DFQ4
	0.932
	−0.121
	0.892
	3.843
	
	
	



	
	DFQ5
	−0.195
	−0.093
	0.885
	3.471
	
	
	



	Financial
	FPer1
	−0.878
	0.242
	0.837
	1.960
	0.808
	0.871
	0.629



	Performance
	FPer2
	−0.665
	0.830
	0.723
	1.708
	
	
	



	
	FPer3
	−0.619
	0.817
	0.760
	1.459
	
	
	



	
	FPer5
	−0.704
	−0.799
	0.845
	1.795
	
	
	



	Non-Financial
	NFPer1
	0.739
	−0.007
	0.831
	2.156
	0.838
	0.892
	0.675



	Performance
	NFPer2
	0.510
	−0.246
	0.800
	2.298
	
	
	



	
	NFPer3
	−0.504
	−0.712
	0.917
	3.555
	
	
	



	
	NFPer4
	0.622
	0.759
	0.729
	1.511
	
	
	



	Perceived
	PU1
	0.779
	0.022
	0.726
	1.787
	0.782
	0.857
	0.600



	Usefulness
	PU2
	0.982
	0.348
	0.759
	1.592
	
	
	



	
	PU3
	0.043
	−0.159
	0.844
	1.708
	
	
	



	
	PU4
	0.747
	0.906
	0.765
	1.860
	
	
	



	Perceived Ease
	PE2
	0.606
	−0.966
	0.964
	2.098
	0.840
	0.920
	0.853



	
	PE3
	−0.882
	−0.240
	0.881
	2.098
	
	
	







Note: FA = Financial Access, FAv = Financial availability, FQ = Financial Quality, DFA = Digital Financing Access, DFU = Digital Financial Usage, DFQ = Digital Financial Quality, Fper = Financial Performance, NFPer = Non-financial Performance, PU = Perceived Ease of Use PU = Perceived Usefulness, LOC = Lower Order Construct, HOC = Higher Order Construct, VIF = Variance Inflation Factor, CA = Cronbach Alpha, CR = Composite Reliability, AVE = Average Variance Extracted. Source: Author’s calculation.
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Table 4. Results of reliability, internal consistency, and convergent validity of HOC.
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	HOC
	LOC
	Loadings
	CA
	CR
	AVE





	Financial Inclusion
	FA
	0.886
	0.882
	0.927
	0.810



	
	FAv
	0.909
	
	
	



	
	FU
	0.903
	
	
	



	Digital Financial Inclusion
	DFA
	0.924
	0.938
	0.960
	0.889



	
	DFQ
	0.950
	
	
	



	
	DFU
	0.954
	
	
	



	SME Performance
	FPer
	0.799
	0.626
	0.839
	0.723



	
	NFPer
	0.899
	
	
	



	Technology Acceptance Model
	PE
	0.800
	0.665
	0.851
	0.742



	
	PU
	0.918
	
	
	







Source: Author’s calculation.
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Table 5. Discriminate validity for LOC.
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	DFA
	DFQ
	DFU
	FA
	FAv
	FQ
	FPer
	NFPer
	PE
	PU





	DFA
	0.810
	
	
	
	
	
	
	
	
	



	DFQ
	0.801
	0.861
	
	
	
	
	
	
	
	



	DFU
	0.722
	0.878
	0.856
	
	
	
	
	
	
	



	FA
	0.632
	0.675
	0.642
	0.778
	
	
	
	
	
	



	FAv
	0.672
	0.763
	0.741
	0.707
	0.816
	
	
	
	
	



	FQ
	0.565
	0.749
	0.645
	0.695
	0.742
	0.842
	
	
	
	



	FPer
	0.529
	0.480
	0.396
	0.452
	0.416
	0.469
	0.793
	
	
	



	NFPer
	0.677
	0.738
	0.728
	0.537
	0.608
	0.650
	0.455
	0.822
	
	



	PE
	0.280
	0.364
	0.260
	0.449
	0.562
	0.383
	0.346
	0.225
	0.924
	



	PU
	0.608
	0.627
	0.555
	0.645
	0.542
	0.654
	0.546
	0.514
	0.498
	0.775







Source: Author’s calculation.
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Table 6. Discriminant validity for HOC.
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	DFI
	FI
	Per
	TAM





	DFI
	0.943
	
	
	



	FI
	0.799
	0.900
	
	



	Per
	0.756
	0.693
	0.851
	



	TAM
	0.585
	0.707
	0.572
	0.861







Source: Author’s calculation.
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Table 7. Coefficient of determination (R2) and predictive relevance (Q2) results.
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Latent Variables

	
R2 Value

	
Q2 Value




	
SSO

	
SSE

	
Q2 = (1SSE/SSO)






	
SME performance

	
0.604

	
732

	
433.59

	
0.408




	
Digital Financing

	
0.639

	
1098

	
512.99

	
0.533




	
Technology Acceptance Model

	
0.499

	
732

	
477.85

	
0.347








Note: SSO = Sum of Squared of Observations, SSE = Sum of Squared of Errors. Source: Author’s calculation.
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Table 8. Indirect effect.






Table 8. Indirect effect.





	
Path

	
Coefficient

	
SD

	
T Value

	
p Value

	

	
CI

	
Hypothesis




	

	
2.5%

	
97.5%

	
Support






	
H5; FI -> DF -> Per

	
0.441 ***

	
0.045

	
9.831

	
0.000

	
0.348

	
0.519

	
Yes




	
H6; FI -> TAM -> Per

	
0.102 ***

	
0.044

	
2.324

	
0.021

	
0.021

	
0.190

	
Yes








Note: *** p < 0.01, Note: CI = Confidence Intervals. Source: Author’s calculation.
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