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Abstract:  The major weakness of SMEs is in financial management and marketing. These 
problems obstruct their growth and ability to plan and innovate their business. This study 
examines the influence of personality, financial culture, and competence on SMEs' innovation 
and financial planning. The sample was determined by proportional random sampling repose 
industry type, and 285 complete data were analyzed. Data were collected through a structured 
offline questionnaire. A quantitative analysis approach was followed using a structural equation 
model. The results show that financial planning is an effective mediator of personality, financial 
culture, and competencies toward financial innovation. Personality and financial culture do not 
directly affect financial innovation but indirectly affect financial planning. However, competence 
directly affects financial innovation and indirectly passes through financial planning. This 
paper argues that SMEs have the potential to overcome economic crises by focusing on how 
they manage finance innovation and considering determining factors of financial planning and 
innovation. Finally, this study contributes to the literature on SME financial behavior and factors 
such as personality, financial culture, and competencies that leads to the recommendation of 
SME owners/managers to innovate in accessing finance.
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Abstrak: Kelemahan utama UKM adalah pengelolaan keuangan dan pemasaran. Masalah-
masalah ini menghambat pertumbuhan dan kemampuan mereka untuk merencanakan dan 
berinovasi. Penelitian ini menguji pengaruh kepribadian, budaya keuangan, dan kompetensi 
terhadap inovasi dan perencanaan keuangan UKM. Sampel ditentukan dengan proportional 
random sampling berdasarkan jenis industrinya dan 285 data lengkap dianalisis. Data 
dikumpulkan melalui kuesioner terstuktur secara luring. Pendekatan analisis kuantitatif diikuti 
dengan menggunakan model persamaan struktural. Hasil penelitian menunjukkan bahwa 
perencanaan keuangan merupakan mediator yang efektif dari kepribadian, budaya keuangan, 
dan kompetensi menuju inovasi keuangan. Kepribadian dan budaya keuangan tidak secara 
langsung mempengaruhi inovasi keuangan, tetapi secara tidak langsung mempengaruhi 
perencanaan keuangan. Namun, kompetensi secara langsung mempengaruhi inovasi keuangan 
dan secara tidak langsung memberikan pengaruh melalui perencanaan keuangan. Makalah ini 
berpendapat bahwa UKM memiliki potensi untuk mengatasi krisis ekonomi dengan berfokus 
pada bagaimana mereka mengelola keuangan dengan mempertimbangkan faktor penentu 
perencanaan dan inovasi keuangan. Studi ini memberikan kontribusi literatur tentang perilaku 
keuangan UKM dan faktor-faktor seperti kepribadian, budaya keuangan, dan kompetensi 
yang mengarah pada rekomendasi pemilik/pengelola UKM untuk berinovasi dalam mengakses 
keuangan.

Kata kunci: kompetensi, budaya keuangan, inovasi keuangan, perencanaan keuangan, 
kepribadian
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INTRODUCTION 

Small and medium enterprises (SMEs) are essential 
to the nation’s economic pillars. Economic evolution 
demands SMEs' readiness to compete and ensure the 
survival of their business. Facing global changes, 
which always come with uncertainty, investment 
in human resources is one of the best solutions to 
increase productivity hand in hand with technological 
advancement. However, a significant weakness of 
SMEs is in financial management and marketing 
(Hadiyati, 2015; Ihua, 2017). These problems 
obstruct their growth and ability to plan and innovate 
their business. Our paper argues that SMEs have the 
potential to overcome economic crises by focusing on 
how they manage financial innovation and considering 
process-determining factors of financial planning and 
innovation.

Funding is still a problem for SMEs to grow, as they 
require sufficient finances to plan and innovate (Brown 
& Lee, 2019; Cao & Leung, 2016; Eniola & Entebang, 
2015). SMEs’ financing adsorption in Indonesia as a 
part of financial institutions is only 15.58% or 72,949 
billion rupiahs.  This figure suggests that they are 
under-financed compared to other economic sectors. 
SMEs still struggle to access financial institutions 
due to administration problems and poor financial 
management (Adomako et al. 2015; Ihua, 2017). The 
ability to manage finances can be reflected in individual 
financial literacy levels (managers or enterprise 
owners). The results of Ismanto et al. (2019) surveying 
SMEs, including credit customers in Indonesia, found 
that 79.2% of SMEs considered wrong credit customers 
were sufficiently literate. It shows that while SMEs 
have knowledge and confidence in financial products, 
they are not skilled in using them. García-Quevedo 
et al. (2018) found that financial constraints mean 
that fewer firms can take part in innovative activities. 
Through financial planning, a firm can determine 
whether it is experiencing financial constraints. This 
information helps the firm to explore its current 
finances and search for other financial sources. This 
financial exploration is a part of financial innovation 
(Eniola and Entebang, 2015).

Scientific attention to the sustainability of SMEs 
has increased rapidly. SMEs face many obstacles 
to accessing credit markets (Bakhtiari et al. 2020; 
Wellalage & Locke, 2017; Yoshino & Taghizadeh-

Hesary, 2018). As a result, a financial gap is exacerbated 
when SMEs have to ask for credit from banks, as 
banks usually follow a strict lending policy (Archer 
et al. 2020; Lu et al. 2022). The results of research 
conducted by Fatoki and Odeyemi (2010) on SMEs in 
South Africa found that managerial competence is a 
significant determinant of credit approval. Man et al. 
(2002) conceptualizes entrepreneurial competencies 
for SME competitiveness, which include opportunity, 
organizing, relationship, commitment, and conceptual 
competencies. Opportunity, relationship, innovation, 
human, and strategic competencies affect SMEs' 
long-term performance (Man et al. 2008). Others 
have clearly stated that entrepreneurial competence 
positively impacts SME performance (Ng et al. 2019; 
Pulka et al. 2021; Tehseen et al. 2019).

Recent SME credit behavior is often discussed to 
measure SME credit risk (Wang, 2012; Mutegi et al. 
2015; Siddiqui, 2017). McHugh and Ranyardn (2012, 
2016) state that loan repayment decisions significantly 
affect loan repayment rates. Low payment rates reduce 
banks' trust when providing loans to these SMEs. 
SME owners and managers need to address these 
limitations to be more innovative in accessing finance, 
such as through crowdfunding. In fact, innovative 
behavior plays a major role in the performance of 
SMEs (Amir et al. 2018). Meanwhile, the skills of 
SME owners in managing finances and awareness of 
their financial responsibilities are forms of financial 
culture (Csiszárik-kocsir et al. 2016). Financial 
culture is oriented to maintaining financial health, 
including financial planning, estimating income and 
expenditures, and the behavior of loan repayment 
decisions. These financial cultural values reflect 
financial behavior (Breuer and Quinten, 2009).

Asebedo et al. (2019) investigate individual 
psychological characteristics to response financial. 
They found that conscientious adults spend less of 
their income and save more. Savings are the top way to 
avoid debt (Alexandra et al. 2017). A similar result was 
also shown by Davis and Runyan (2016); personality 
traits affect financial behavior and satisfaction. 
Asebedo (2018) found that the primary personality 
models determine financial planning practices. 
Conscientiousness and extroversion generally show 
intelligent behavior for goal achievement and asset 
accumulation.
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This study examined financial behavior aspects such 
as personality, culture, and competencies on financial 
innovation through financial planning as a mediator.  
A quantitative data analysis approach was followed 
using a structural equation model. The research 
was conducted from December 2019 until February 
2020 in SME Central Java, Indonesia, ever proposal 
preparation to data presentation.

This study is based on a sample of SMEs in Central 
Java, Indonesia. The SMEs were selected based on 
the management and type of business operation. The 
determination of sample size was based on Slovin’s 
formulation, allowing a 5% margin of error that resulted 
in 386 prospective respondents. Due to the problem of 
time access from SME owners, this research collected 
317 responses and 285 with complete data that can be 
analyzed. The proportional random sampling method 
was used. 

This study uses a questionnaire as the research 
instrument. In this research, financial innovation 
means the ability of SME owners to improve financing 
provisions in new ways. The dependent variable 
is financial innovation (FI), whereas the predictor 
variable consists of personality (PS), financial culture 
(FC), and competencies (CP), with financial planning 
(FP) as a mediator variable. The research instrument 
test consists of validity and reliability tests. The 
validity test aims to see whether latent construct 
items are valid. Based on the estimated result, several 
items have significance below 0.50, so they have to 
be eliminated and re-estimated. After re-estimation, 
it is known that the loading factor of each question 
on the questionnaire has a significance above 0.50. 
The construct reliability and variance extracted value 
indicate that all variables are reliable. The whole 
variable has a construct reliability value above 0.70 
and a variance extracted above 0.50 (Table 1). Hence, 
the question items can represent this research model, 
and the measurement instruments can be used.

Table 2 shows the output of the construct discriminant 
validity in this research. A high discriminant validity 
value shows that the construct can capture the measured 
phenomena. Discriminant validity analysis points out 
that the variables in this research have a higher √AVE 
value than another inter-construct correlation. With 
that in mind, the discriminant validity condition is 
fulfilled.

This study investigates the influence of personality, 
financial culture, and competence on SMEs' financial 
innovation and the mediating role of financial planning. 
Personality, financial culture, and competence are 
the passage of SME owners/managers' behavior in 
managing business resources and their employees. This 
paper is a survey of 285 SMEs in Indonesia related to 
personality, financial culture, competencies, financial 
planning, and financial innovation instruments. 
Primary data were analyzed using by SEM approach. 
This analysis is appropriate for estimating the latent 
variables in the model. This study also examines 
explanatory variables' direct and indirect effects on 
financial innovation and estimates the mediation 
variable. The estimation shows that financial 
planning is an effective mediator of personality, 
financial culture, and competencies toward financial 
innovation. Personality and financial culture do not 
directly affect financial innovation but indirectly affect 
financial planning. However, competence directly 
affects financial innovation and indirectly passes 
through financial planning. This study proposes that 
SMEs have the potential to overcome economic 
crises by focusing on how they manage finance 
innovation and considering determining factors of 
financial planning and innovation. Therefore, this 
study contributes to the behavioral finance literature, 
especially the SME perspective, as follows. First, it 
enriches the empirical literature on how the owner's 
behavior and competencies affect business activities, 
such as their activities in financial planning and 
innovation. Second, this study leans towards the 
theory of knowledge spillover in entrepreneurship, 
where knowledge is a circulation and continuation 
flow of entrepreneurial action (Jones & Ratten, 2021). 
Although the business does not always require new 
knowledge, some knowledge is crucial to facilitate 
business opportunities. In addition, some knowledge 
forms are also needed to encourage competitiveness. 
Finally, this study recommends that SMEs innovate 
in accessing finance by broadening their horizons for 
business sustainability. For example, crowdfunding 
on peer-to-peer (P2P) lending platforms or others.

METHODS

This research used an exploratory study. The 
independent variables are personality, financial 
culture,  and competencies, while the dependent 
variables consist of financial planning and innovation. 
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Table 1. Research instrument test results
Variables Loading Factor (λ) Reliability Construct* Variance Extracted*
Personality (PS)
P2 0.748 0.704 0.539
P5 0.720
Financial Culture (FC)
FC4 0.859 0.821 0.696
FC5 0.809
Competencies (CP)
C1 0.834 0.882 0.714
C4 0.852
C6 0.848
Financial Planning (FP)
FP2 0.804 0.764 0.618
FP5 0.768
Financial Innovation (FI)
FI1 0.767 0.792 0.656
FI2 0.851

*Obtained from manual calculations results using a formula calculated by Fornell and Larcker (1981)

Table 2. Discriminant validity results
Variables CP FC PS FP FI
CP 0.872
FC 0.579 0.835
PS 0.300 0.407 0.579
FP 0.501 0.590 0.404 0.940
FI 0.542 0.546 0.306 0.570 0.728

Moreover, the confirmatory factor analysis and 
construct validity were conducted to test whether 
unidimensional latent constructs or construct 
measurement indicators are valid. Confirmatory 
factor analysis used in SEM is the fitness index, 
consisting of chi-square, GFI, AGFI, CFI, IFI, TLI, 
and RMSEA. Construct validity relies on the sample’s 
indicator size portraying an actual population score. 
The construct validity measures are convergent 
validity, variance extracted, construct reliability, and 
discriminant validity. Convergent validity is known 
from the loading factor standardized estimate, which 
has to be equal to 0.50 and 0.70 as the ideal. However, 
discriminant validity was analyzed by comparing 
the square root value of AVE (√AVE) with the inter-
construct correlation value. 

Data were analyzed with Amos 21.0 to analyze the 
structural equation modeling (SEM), which includes 
convergent and discriminant validity, reliability test, 
fitness index, and hypothesis testing. The estimation 

used generalized least squares (GLS) with 285 total 
responses after removing outlier results. Thus, the 
regression equation model of this research is arranged 
as follows:

The endogenous variables are financial planning 
(FP) and financial innovation (FI). In equation (3), 
γ1,1 represents the coefficient of the personality 
variable (PS), γ1,2 represents the coefficient of the 
financial constraints variable, and γ1,3 represents the 
coefficient of the competencies variable. In equation 
(4), γ2,1 represents the coefficient of the personality 
variable (PS), γ2,2 represents the coefficient of the 
financial constraints variable, and γ2,3 represents the 
coefficient of the competencies variable. The β2,1 
is a regression coefficient of FP, and ζ1 and ζ2 are 
measurement errors related to the measurement of 
exogenous variables.
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H4:  	 Financial culture has an influence on SME 
financial planning.

H5:  	 Financial culture has an influence on SME 
financial innovation.

Each enterprise has a different way of drawing on 
the potential of its resources to survive. Enterprise 
resources have to be valuable, scarce, and difficult to 
replicate to provide a competitive advantage. However, 
competencies are required to add value to the potential 
of the resources. Vila, Pérez, and Coll-Serrano (2014) 
mention that innovators in the workplace most need 
competencies. Competencies are a strategic asset 
for companies in understanding customer needs and 
supplier capabilities. Racela (2014) and as such, 
building innovation competencies requires a strong set 
of organizational knowledge, abilities, and motivations 
to ensure that innovation activities are geared 
towards serving market needs and organizational 
goals. This paper presents an interdisciplinary view 
integrating literature from the disciplines of marketing, 
innovation, and organization studies and discusses 
the valuable role that a customer orientation may 
play in the development of innovation competencies 
and subsequent organizational outcomes. A customer 
orientation has often been criticized as constraining 
certain innovation processes. Nevertheless, since 
innovation is regarded as a knowledge-based capability, 
this paper posits that the execution of market-sensing, 
customer-relating, and customer-response capabilities 
lend to, rather than inhibit, innovation competencies. 
In describing innovation, the view taken here is on two 
distinct but interrelated concepts, namely creativity 
(i.e. idea generation and problem solving argues that 
competencies help to ensure that innovation activities 
serve market needs and corporate goals. Financial 
planning has to be integrated into action by building an 
innovative network to provide a competitive advantage. 
This innovative network can be built through the 
competencies model created by Sebestova and Rylkova 
(2011), namely care, competitiveness, communication, 
relationship, and culture. The development of 
management competencies assists a fast‐changing 
enterprise (Sebestova and Rylkova, 2011) so that the 
owner or manager is more responsive to competitors’ 
actions and technological changes and can make fresh 
financial breakthroughs.
H6:  	 Competencies have an influence on SME 

financial planning.
H7:  	 Competencies have an influence on SME 

financial innovation.

The relationship between personality and financial 
behavior has been theorized and shown empirically. 
Fung and Durand (2014) relate personality factors with 
investor behavior in creating optimal portfolios in the 
capital market. In their enterprise, SME owners with 
different characteristics show varied responses when 
faced with a problem (Rasheed & Siddiqui, 2019). The 
personality traits that affect the financial behavior of 
small and medium entrepreneurs are known as the “Big 
Five personality traits,” namely openness to experience, 
conscientiousness, extroversion, agreeableness, 
and neuroticism (Asebedo, 2018). Asebedo (2018) 
demonstrates that personality is closely related to 
financial behavior in financial planning. Financial 
planning intensity reflects the financial behavior of 
the enterprise owner or manager in managing and 
monitoring the enterprise’s cash flow. Planning and 
financial innovation run well if an individual has the 
necessary expertise and can manage positive and 
negative emotions (Asebedo, 2018). Personality is 
a proxy for the ability to manage the emotions in 
question. A similar statement was also made by Buehler 
and Griffin (2003) that the quantity and quality of 
planning depend on the planner’s personality. The 
strategy-making process in small enterprises is driven 
by personality, and entrepreneurs who experience 
crises will pay more attention to financial planning and 
strategy-making processes (Rasheed & Siddiqui, 2019).
H1: 	 Financial planning influences SME financial 

innovation.
H2:  	 Personality has an influence on SME financial 

planning.
H3:  	 Personality has an influence on SME financial 

innovation.

Enterprise activities create an atmosphere where business 
habits form, creating the business culture (Cannizzaro 
and Anderson, 2016). In the financial sector, financial 
culture is oriented toward maintaining financial health, 
decreasing financial transaction inefficiency, and 
improving enterprise productivity (Rumyantseva, 
2013). The financial culture helps to develop skills in 
managing money, including knowledge, rationality, and 
financial consciousness (Csiszárik-kocsir, Varga, and 
Fodor, 2016). Zsótér (2018) states that financial culture 
is a key to financial welfare and behavior. Lee & Trimi 
(2018) concluded that the most innovative enterprises 
in the future would be those that have created a suitable 
culture and climate, as they need a suitable culture to 
plan and maintain innovation and creativity.
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acceptable fit including GFI (0.949), AGFI (0.915), 
CFI (0.970), IFI (0.970), and TLI (0.959), which are 
more than 0.9, the last for RMSEA (0.064) between 
values of 0.05–0.08 (Fabrigar et al. 1999; Kim et al. 
2016), as shown in Figure 2.

SEM Evaluation

The test results in Table 3 can be formulated into the 
structural equation of the research as follows:

The hypothesis test is done through the result of the 
statistical analysis from the SEM processing, based on 
significance value estimation from the research model 
perimeter. The inter-variable significant rate is shown 
from the CR. Table 5 shows an impact of FP on FI of 
0.298, with a CR of 2.276 and a p-value of 0.023. The 
impact of the CP variable on FI is 0.289, with a CR 
of 3.465 and a p-value of 0.000. The impact of the PS 
and FC variables is not significant on FI. The results 
also show that FP is impacted by three exogenous 
variables: PS (CR of 3.250 and p-value of 0.001), FC 
(CR of 3.295 and p-value of 0.000), and CP (CR of 
2.126 and p-value of 0.034). The results suggest that 
all hypotheses in this research are acceptable except 
H3 and H5.

RESULTS

Descriptive data 

The characteristics of the 285 research respondents 
and the enterprise profiles they run. This sample was 
dominated by men (77.5%), and the rest were women 
(22.5%). These numbers indicate that most SME 
owners in Indonesia are male. Most respondents were 
40–49 (30.9%) or 50–59 (34.4%). Those aged 20–29 
and 30–39 were 12.3% and 14.0% of the sample, 
respectively. The rest were 60 or over. According to 
education degree, the respondents of this research 
primarily come from lower educational backgrounds, 
with only 8.1% coming from higher education. Those 
who graduated from primary, junior, and senior 
high school constituted 34.0%, 26.3%, and 31.6%, 
respectively.

Fit Model Evaluation

In SEM analysis, model fit is required to determine 
how well the model-implied covariance matrix 
is attributed to sampling error (Hair et al. 2017). 
The model is suitable if the difference between the 
model-implied covariance matrix and the empirical 
correlation matrix is slight. The data processing result 
shows that the Chi-square is 77.127, lower than the 
chi-square table (324.305), meaning that it fits the 
model. Meanwhile, the rest of the fit criteria are in 

Figure 2. Structural model and coefficient path
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innovation is equal to its total effects by β = 0.343. 
The impact of personality on financial planning totals 
β = 0.234. There is no direct impact from personality 
on financial innovation, while the indirect impact of β 
= 0.080 is higher than its indirect impact on financial 
planning. Personality’s impact on financial innovation 
is strengthened with financial planning. The direct 
impact of financial culture on financial planning of β 
= 0.407 is equal to its total effect, and there is a direct 
impact of financial culture on financial innovation, β 
= 0.257. Even if H5 is rejected, the direct effect of 
financial culture on financial innovation is lower than 
its total effect coefficient, which means the impact of 
financial culture is higher than the impact of financial 
planning by β = 0.396. Competencies impact financial 
planning directly by β = 0.179, and the indirect impact 
on financial innovation is strengthened by financial 
planning β = 0.378.

The results in Table 4 show that the exogenous 
variables were able to explain the effect on financial 
planning by 0.498, or 49.8%. When the endogenous 
variable of financial planning contributes in equation 
6, it is found that all exogenous variables and financial 
planning influence financial innovation by 0.631, or 
63.1%.

Table 5 summarizes the impact numbers of each latent 
variable, direct or indirect, and total effects. The 
direct effect is the coefficient of the direct relationship 
between exogenous and endogenous variables. 
Meanwhile, the indirect effect is the emerging effect 
from intervening variables, and the total effect is the 
sum of the direct and indirect effects.

According to the outputs in Table 5, it is known that 
the direct impact of financial planning on financial 

Table 3. Regression results

Hypothesis
Standardized Regression Weights

Relationship Estimate SE CR Prob.* Decision
H1 FP → FI 0.298 0.131 2.276 0.023 Accepted
H2 PS → FP 0.432 0.133 3.250 0.001 Accepted
H3 PS → FI 0.185 0.106 1.743 0.081 Rejected
H4 FC → FP 0.302 0.092 3.295 0.000 Accepted
H5 FC → FI 0.000 0.106 0.002 0.999 Rejected
H6 CP → FP 0.240 0.113 2.126 0.034 Accepted
H7 CP → FI 0.289 0.083 3.465 0.000 Accepted

*Denotes rejection of the null hypothesis at the 0.05 level

Table 4. Squared multiple correlations results
Hypothesized* Estimate

Financial Planning 0.498
Financial Innovation 0.631

Table 5. Evaluation of direct and indirect effects
Relationship Direct (DE) Indirect Total Effect (TE) Comparison

FP → FI 0.343 0.000 0.343 DE=TE
PS → FP 0.234 0.000 0.234 DE=TE
PS → FI 0.000 0.080 0.081 DE<TE
FC → FP 0.407 0.000 0.407 DE=TE
FC → FI 0.257 0.140 0.396 DE<TE
CP → FP 0.179 0.000 0.179 DE=TE
CP → FI 0.316 0.061 0.378 DE<TE
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measured by the tendencies of SME owners in work 
spirit (conscientiousness) and emotional control 
(neuroticism), can determine the setting of goals, 
financial targets, and insurance planning. SME 
financial innovation activities do not depend entirely 
on their owner’s personalities, but the effect of the 
intensity and quality of financial planning plays an 
important role. The owner’s personality can influence 
the intensity and quality of financial planning designed 
by the enterprise, then impact the financial innovation 
process. As SME owners have various characteristics, 
their responses to problems are also diverse (Rasheed 
& Siddiqui, 2019). These findings also agree with 
Buehler and Griffin (2003) that the quantity and quality 
of planning depend on the planner’s personality. In 
SMEs, the owner is the leading planner and controller 
of the enterprise. An upbeat personality can influence 
the quantity and quality of financial planning and 
support plans.

Asebedo (2018) proposes that individual personality 
is divided into the “Big Five” traits, openness 
to experience, conscientiousness, extroversion, 
agreeableness, and neuroticism. However, in this 
study, only conscientiousness and neuroticism 
represent SME owners’ personalities in Indonesia. 
The results of this study find similarity to Asebedo 
(2018) that personality is closely related to financial 
behavior in the financial planning process. When SME 
owners have a passionate work spirit and are strong 
at managing positive and negative emotions, they can 
stimulate the SME financial planning process, and 
financial innovation takes place correctly. SME owners 
can plan the availability of enterprise financing during 
a given period, manage assets and liabilities, and 
monitor cash flow appropriately by not involving those 
with negative personalities in financial planning. This 
upbeat personality also encourages financial planning 
actions and strategy-making processes through 
innovative steps for the growth and development of 
prospective SMEs.

This study found a direct effect of financial culture on 
financial planning, but the direct effect did not occur 
on financial innovation. In other words, financial 
culture indirectly affects financial innovation through 
financial planning as a mediator. It is because the 
empirical results show that the total effect coefficient 
of financial culture on financial innovation is greater 
than the direct effect coefficient. Financial planning 
as a mediator strengthens the influence of financial 

Theoretical Implication

This study found that financial planning affects 
financial innovation. Financial planning as an 
intervening variable in this research shows its direct 
impact on financial innovation. This correlation 
is positive, whereas financial planning intensity, 
which SME owners prepared, can influence business 
financial innovations implementation. Financial 
planning is part of the financial management process 
that can help SME owners determine the enterprise’s 
goals and target and plan sufficient insurance to ensure 
the future viability of the business and its income. The 
clarity in the enterprise’s goals and targets allows the 
owner to ensure financial viability and meet the cash 
flow needs while achieving these goals and targets. 
In agreement, Damanpour et al. (2018) confirm that 
careful planning is critical to innovation’s success. 
The financial innovations referred to in this study 
are enterprise competencies in carrying out financial 
system improvements, capital structure, and market 
monitoring. Well-structured financial planning makes 
it easier for owners to make changes or modifications 
in the financial system and the structure of the 
enterprise capital.

Financial innovation can occur well when financial 
planning is neatly arranged, as financial planning is a 
budgeting process to meet the goals of the enterprise. 
Optimizing financial planning for innovation can 
improve enterprise performance. Eniola and Entebang 
(2015) gave evidence of financial innovation by 
using crowdsourcing of financing by SMEs to meet 
enterprise funding needs; the results of this study 
agree that conceptualizing SME financing challenges 
and exploiting innovative ways to improve enterprise 
finance will support the growth and progress of 
SMEs.  Financial conceptualization and exploitation 
are crucial parts of the financial planning process. 
Thus, proper financial planning will help innovation 
activities to determine the feasibility of new ideas and 
alternative decision-making. 

The empirical results of this study indicate that 
personality directly affects SME financial planning 
but indirectly affects financial innovation. As a 
result, personality indirectly correlates with financial 
innovation through financial planning as a mediator. 
The personality of SME owners can influence the 
enterprise’s financial innovation activities when 
financial planning is suitable. Personality, as 
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customers and suppliers, SME owners’ competencies 
to identify customer needs and measure suppliers’ 
capability helps them to arrange financial planning 
more precisely and accurately. The competencies also 
enable the owner to be more innovative in managing 
their finances so that earnings and expenses targets 
can be known. In line with Racela (2014)and as such, 
building innovation competencies requires a strong set 
of organizational knowledge, abilities, and motivations 
to ensure that innovation activities are geared towards 
serving market needs and organizational goals. This 
paper presents an interdisciplinary view integrating 
literature from the disciplines of marketing, 
innovation, and organization studies and discusses 
the valuable role that a customer orientation may 
play in the development of innovation competencies 
and subsequent organizational outcomes. A customer 
orientation has often been criticized as constraining 
certain innovation processes. Nevertheless, since 
innovation is regarded as a knowledge-based 
capability, this paper posits that the execution of 
market-sensing, customer-relating, and customer-
response capabilities lend to, rather than inhibit, 
innovation competencies. In describing innovation, 
the view taken here is on two distinct but interrelated 
concepts, namely creativity (i.e. idea generation and 
problem solving, owner competencies help to ensure 
innovation activity runs properly to serve market 
needs and the company’s purposes. Meanwhile, the 
development of owner competencies can lead to a 
more dynamic business, excellent responsiveness to 
competitors’ actions, and greater levels of innovation.

Managerial Implication

This study implies several points that can be evaluated 
for SMEs. First, this study suggests SMEs innovate 
in accessing finance by broadening their horizons for 
business sustainability. For example, crowdfunding 
on peer-to-peer (P2P) lending platforms or others. 
The financing system has continued to develop with 
innovations from the internet, such as crowdfunding. 
Crowdfunding companies in Indonesia, such as 
Santara, Crowddana, Crowdo Indonesia, Ammana.
id, Akseleran, and others continue to emerge and 
have financed thousands and even millions of SMEs. 
SMEs can use these facilities to carry out financial 
innovations and financial planning. Exploiting these 
financial innovations can ensure corporate cash 
availability and encourage future performance.

culture on financial innovation. The financial culture 
intended in this study is a habit of managing finances, 
which means a culture of understanding financial 
concepts and discipline in making financial reports, 
such as simple bookkeeping or complete financial 
statements. SME financial culture here can only be 
represented by two indicators from Rumyantseva 
(2013): financial concept and financial reporting.

As Cannizzaro and Anderson (2016) mentioned, 
the habit that grows is culture itself. SME owners 
must create a positive atmosphere to support the 
enterprise’s growth. This study agrees that financial 
culture has a role in maintaining a company’s financial 
health (Rumyantseva, 2013), while financial health is 
determined by financial planning. An understanding 
of broad financial concepts and discipline instilled 
by owners in managing finances, including financial 
planning, can minimize inefficient financial 
transactions and lead to increased SME productivity, 
particularly in terms of financial innovation. A strong 
financial culture creates a climate that supports 
enterprises to plan finances for future innovations. 
Moreover, it maintains company innovation and 
creativity.

Another finding from the research is that competencies 
directly affect both financial planning and financial 
innovation. In addition, the impact of competencies 
on financial innovation is more substantial when 
financial planning is included as a mediator. Thus, 
competencies affect financial innovation both directly 
and indirectly. The competencies of SME owners in 
this study are the owner’s ability to identify desired 
goods or services that customers need, negotiate, and 
understand the projected direction of the industry and 
how possible changes might impact the business. Out 
of the ten indicators from Man et al. (2008) adopted 
in the study, these three items can best explain SME 
owners’ competencies in Indonesia. The competencies 
of qualified SME owners can determine the quantity 
and quality of financial planning and innovation 
actions. Competencies are needed to support financial 
planning and innovation activities (Vila et al. 2014). 
In SMEs, the leading planners and innovators are the 
business owners themselves. Owner competencies 
thus determine whether the enterprise will survive 
amid business competition.

As well as the argument of Teece (2004), explaining 
competencies as a strategic asset in understanding 
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maintain the business and technological advancement. 
SME owners need to improve their competencies in 
managing their financial enterprise and planning in 
detail for business sustainability. Governments can 
strengthen SME owner competencies in financial 
management by training them in technical aspects, 
such as marketplace apps, simple app-based financial 
reports, business-canvas-making supervision, and 
other training.

Recommendations

In the end, this research is limited to the explanatory 
financial behavior of SME managers/owners. Future 
research could investigate the effect of SME owners’ 
personality, culture, and competence on an enterprise’s 
financial performance. Investigate the knowledge 
spillover effect of the owner on employees, which is 
purely related to financial performance. This concept 
is exciting to go into other works.
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