FINANCE INNOVATIONS DIGEST

Volume 4, Issue 1, June 2026 | pp. 28-37
https://doi.org/10.54518/fid.4.1.2026.1375

Digital Microfinance and MSME Growth:

The Mediating Role of Business Turnover

Meirino Dwi Handoyo!" &4, Reza Setiaji, Mahfudz!

Universitas Diponegoro, Semarang, Indonesia?

ABSTRACT

Digital microfinance has revolutionized microcredit delivery and expanded financial
inclusion in emerging economies, where micro, small, and medium enterprises
(MSMEs) are vital for employment and income generation. This study synthesizes
literature on digital microcredit disbursement and its impact on MSME growth,
focusing on business turnover as a mediating mechanism. Using a Systematic
Literature Review (SLR) approach aligned with the PRISMA framework, the analysis
covers 25 peer-reviewed articles (2020-2025), including international (Scopus-
indexed) and national (Sinta-indexed) sources. Three principal themes emerge:
digital microfinance effectiveness depends on accessibility, transactional efficiency,
and digital literacy; business turnover mediates credit utilization into revenue and
profitability growth; and financial innovation with prudent risk management ensures
loan sustainability. The study integrates digital finance, innovation, and growth
theories to explain how microcredit influences MSME performance through turnover
mediation. Findings provide practical insights for policymakers and financial
institutions to refine microcredit strategies, enhance borrower capacity, and
strengthen digital monitoring systems. The review also highlights the need for
comparative research on contextual and behavioral factors affecting microcredit
effectiveness.
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1. | INTRODUCTION

In emerging economies, micro, small, and medium-sized businesses (MSMEs) are the
main drivers of income, employment, and economic growth. They contribute significantly to
GDP and account for 90% of all businesses (World Bank, 2025; IFC, 2025). MSME:s still have
a difficult time getting financing, despite being essential to the country's development goals
(Bappenas RI, 2023; Lahnech, 2025). This restricts their capacity to develop, create, and aid
in the fight against poverty (Tay, 2022). Even though traditional microfinance institutions are
important, they frequently have trouble getting to remote locations or offering credit in a timely
and flexible enough manner for today's MSMEs.

To overcome these obstacles, digital microfinance (DM) makes use of technologies like
FinTech platforms, algorithm-based lending, and mobile money (Sanga, 2023). People who
were previously underserved can now access financial services because DMs are able to
remove processing and geographic barriers (Koh, Tan, & Tan, 2018; Statista, 2024). This
change is essential to changing how credit is evaluated, provided, and used by MSMEs (Chen
& Guo, 2024). DM fills in information gaps and gives MSMESs the working capital they need
to compete in the market by looking at digital footprints and other data (Pellegrino, 2022; PwC,
2023).

Economic activity and digital financial services are positively correlated, according to
research (Aliyev, 2025; Priyono, Moin, & Putri, 2020). However, there is a limited
understanding of how digital credit helps MSMESs grow sustainably. Digital microfinance first
boosts business turnover, which is reflected in immediate sales revenue from productive credit
use, rather than directly generating long-term results. In turn, this increased turnover promotes
long-term asset and employment growth (Budiarto, Imanuddin, & Sunyoto, 2023;
Panduwinata, Subroto, & Sakti, 2025). The majority of research ignores this intermediate stage
in favor of concentrating on the direct effects of FinTech at the firm or macro level. Clarifying
how digital microfinance supports sustained development by utilizing business turnover as a
measurable link supports more precise causal explanations in growth theory and dynamic
capabilities (Mikalef et al., 2020; Gonzalez-Varona et al., 2024).

This study uses a Systematic Literature Review (SLR) and the PRISMA framework to
review 25 peer-reviewed articles from national and international journals published between
2020 and 2025. The review highlights three main themes in how digital finance, innovation,
and firm growth theories relate to DM and MSMEs. The first is the requirements for DM
effectiveness, such as literacy, accessibility, and efficiency. Second, the role of a mediator in
business turnover helps turn credit into revenue. Lastly, a requirement for an institutional
framework to support loan sustainability, including risk management and financial innovation.
These results enable financial institutions and policymakers to maximize the benefits of digital
tools and optimize their credit strategies.

2. | LITERATURE REVIEW

Digital Effectiveness: Accessibility, Efficiency, and Literacy

The first thematic cluster from the literature review identifies a key condition for MSME
growth: effective delivery and use of digital microfinance (DM). Growth depends on the
successful implementation of DM, which relies on three interdependent sub-themes:
accessibility, transactional efficiency, and borrower digital literacy. The literature emphasizes
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that DM’s effectiveness extends beyond credit provision. It focuses on enabling sustainable
adoption and productive use by the target population, a central theme in FinTech research
(Sanga, 2023).

Digital microfinance makes financial services more accessible by removing the distance,
time, and information barriers that limit traditional branch-based microcredit models (Tay,
2022). Studies show that mobile banking and digital agent networks help reach MSMEs in
remote or underserved areas by removing geographic obstacles (Koh, Tan, & Tan, 2018; World
Bank, 2025). This is especially valuable in emerging economies, where it helps close the large
MSME finance gap identified by global institutions. Digital loan processes also help reduce
screening bias. By utilizing alternative data, such as mobile money transaction histories, digital
microfinance can assess the creditworthiness of borrowers who lack formal credit histories and
are often overlooked by traditional lenders (PwC, 2023; Lee, 2017). This more objective
method helps ensure that funding goes to MSMEs with the most growth potential (Mikalef et
al., 2020).

Digitalization increases transactional efficiency, strengthening MSME working capital
cycles. Automating loan processes reduces operational costs for financial service providers
(Chen & Guo, 2024; OECD, 2022). For MSME:zs, these efficiencies accelerate capital velocity.
Quick loan decisions and disbursements enable entrepreneurs to act on time-sensitive
opportunities, such as purchasing discounted inventory or addressing supply chain gaps. This
flexibility is vital during economic volatility (Pellegrino, 2022; Indriastuti & Fuad, 2020).
Data-driven strategies and FinTech innovation further enhance capital velocity, allowing
MSMEs to respond quickly to market changes (Rahman & Sari, 2021). Faster fund flows help
MSME:s increase sales and achieve higher turnover.

Accessibility and efficiency are important for service potential, but digital literacy also
plays a crucial role. It connects access to credit with how well it is used. Research shows that
when MSME owners have low digital and financial skills, they may not benefit from digital
microfinance (Gonzalez-Varona et al., 2024). A lack of digital skills can lead to problems such
as platform misuse, cyber fraud, and excessive debt due to poor financial management (Nguyen
et al., 2020; Waliullah et al., 2025). As a result, digital microfinance programs are often
considered incomplete without efforts to build knowledge and skills (Hafeez, 2025). Studies
consistently find that when borrowers are skilled in using digital platforms and managing
finances, they are more likely to use credit well, which helps their businesses grow and succeed
over time (Budiarto, Imanuddin, & Sunyoto, 2023).

This shift toward digital efficiency is clearly demonstrated by conventional financial
institutions moving to digital platforms. In Indonesia, Bank BRI used its extensive network to
launch the BRISPOT application. This platform digitalizes the MSME loan application and
approval process, allowing borrowers and loan officers to manage microcredit disbursement
through a single application (Bank BRI, 2018). Implementing such a system in a major
conventional bank highlights the widespread adoption of DM as the preferred method for
achieving rapid, broad accessibility and transactional efficiency across diverse regions.

The Mediating Role of Business Turnover

This review finds that business turnover is the primary link between Digital Microfinance
(DM) and MSME growth. As established in Theme 1, DM offers fast capital and broad access.
This section details how that liquid credit is specifically channelled by MSMEs to immediately
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increase their revenue generation capabilities. Turnover, measured as sales revenue over a set
period, is a key financial indicator that precedes and enables long-term profitability and asset
growth.

Digital microcredit, unlike traditional loans, offers MSMEs flexible capital. This capital
is immediately deployed for short-term sales investments. The literature reviewed highlights
three primary areas: inventory scaling, marketing agility, and operational efficiency. Rapid
credit enables MSMEs to purchase more materials or goods, thereby increasing sales volume
(Panduwinata, Subroto, & Sakti, 2025). Furthermore, digital finance also requires digital
marketing where credit is used to establish a digital presence and foster customer engagement
(Susanto & Andriyanto, 2022). This integration of funding to digital marketing is key for
immediate sales and higher turnover (Shankar & Kushwaha, 2021; Kumar et al., 2016).

Business turnover serves as the first financial outcome of credit utilization, mediating the
link between DM and MSME growth. The study by Budiarto, Imanuddin, and Sunyoto (2023)
demonstrates that financial management and digital initiatives have a direct impact on sales
turnover. Increased sales are not the ultimate goal, but they drive sustained growth in
employment and assets. High turnover generates the necessary cash flow to meet debt
obligations which can reduce default risk and fund further business expansion (Priyono, Moin,
& Putri, 2020). Essentially, high turnover demonstrates the MSME's ability to use external
resources for productive scaling, supporting long-term performance and growth (Mikalef et al.,
2020). Without an immediate increase in turnover, the connection between DM and long-term
growth is weakened, making turnover essential in the MSME growth process.

When MSMEs use digital finance, they are often better able to adopt data-driven
marketing strategies. Systematic reviews in marketing literature show that combining digital
credit with digital business operations helps businesses reach their target audience and use
resources more effectively, which is important for turning working capital into high turnover
(Ghosh, 2021; Dwivedi et al., 2021).

Financial Innovation and Loan Sustainability

The third main theme from the literature shifts focus from MSME borrowers to DM
providers, examining the institutional needs for a robust and maintaining a healthy lending
ecosystem. The rise in MSME business turnover demonstrates that the lending model is
effective. Still, maintaining sustainability depends on careful risk management and ongoing
financial innovation.

Digital microfinance, unlike traditional credit, relies heavily on new technology to manage
risk and make transactions faster and efficient. This helps reach more people and improve the
quality of loans. The reviewed literature points out several important new ideas.

The first is algorithmic credit scoring. Using computer programs and large amounts of
data helps microfinance organizations fill in missing information (Mikalef et al., 2020). By
looking at things like mobile payment records, utility bills, and how people use digital
platforms, lenders can create more accurate and flexible credit scores instead of just depending
on collateral (Chen & Guo, 2024). This better checking process lowers the risk of lending to
the wrong people.

The next one is real-time monitoring. Digital platforms let lenders track repayment ability
in real time, often by connecting to MSME turnover or transaction data. This helps with
governance by providing instant cash flow information and spotting problems early (PwC,
2023). Hossain (2024) notes that these data-driven methods are important for building a
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sustainable financial system. DM also does more than offer efficient financing. It is part of the
move toward a "smart, connected product" ecosystem (Porter & Heppelmann, 2014). DM
platforms keep borrowers and lenders connected, allowing data to flow between them at all
times. This setup makes it possible to assess risk in real time, adjust products quickly, and give
proactive financial advice. Staying connected in this way helps MSMEs manage and repay
their loans.

For the digital ecosystem to be reliable and long-lasting, the benefits from innovation must
be matched with strong risk management practices. A key part of this is maintaining trust and
security. As more financial activities move online, the chance of cyber-attacks and data leaks
gets bigger. Trust in digital financial services is very important because it helps small
businesses keep using these services and stay loyal (Kusumawati & Rahayu, 2020). Waliullah
et al. (2025) mentioned that good cybersecurity and risk controls help protect small business
data and the lender’s reputation, which is important for the digital banking system to function
effectively over time.

Another important practice is regulatory adaptation. Keeping institutions strong and
sustainable depends on having a stable and a set of regulations. Lenders need risk-based
policies that are flexible to deal with new challenges in digital lending, like protecting personal
information and avoiding unfair decisions made by algorithms. These policies also help small
businesses recover and stay stable (Pellegrino, 2022).

In the end, credit that leads to higher sales for small businesses shows that the digital
lending process is working. Consistent sales mean loans are paid back timely. This improves
the lender’s money situation, provides more funds for future loans, and helps keep digital
microfinance going for the long term.

3. | RESEARCH METHOD

This study looks at how digital microfinance affects the growth of micro, small, and
medium enterprises (MSMEs), with business turnover acting as a mediating factor. We used a
Systematic Literature Review (SLR) to find, assess, and summarize relevant peer-reviewed
research in a clear and repeatable manner.

The search strategy aimed to include both global views and insights from emerging
markets. We used two main databases for the literature search. Scopus gave access to high-
impact, peer-reviewed international journals. Sinta, Indonesia’s national index, was included
to add research from respected local journals and offer important regional perspectives on
MSME dynamics.

To capture recent changes in financial technology (FinTech) and digital adoption after the
COVID-19 pandemic, the review focused on articles published from 2020 to 2025. The main
search string used these keywords and Boolean operators: (Digital Microfinance OR Digital
Credit OR FinTech Lending) AND (MSME Growth OR SME Performance) AND (Business
Turnover OR Revenue OR Sales).

The article selection process used the Preferred Reporting Items for Systematic Reviews
and Meta-Analyses (PRISMA) framework to keep the review systematic and transparent. First
we use identification where we collected records from the database searches and removed any
duplicates. Next we screened and reviewed titles and abstracts using criteria like relevance to
MSME growth, digital microfinance, and performance indicators. Studies that only focused on
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consumer credit or large enterprises were left out. Next we checked for their eligibility, quality,
and relevance. Only peer-reviewed studies with empirical data that addressed MSME growth
outcomes were included. Lastly, in total, 25 peer-reviewed articles met all the criteria and were
included in the qualitative synthesis.

For each study we selected, we recorded the author, publication year, journal index
(Scopus or Sinta), research method (qualitative or quantitative), key findings, and theoretical
foundation. We then used thematic analysis to bring the data together. By coding and sorting,
we found repeating patterns and grouped them into three main themes: (1) Digital
effectiveness: Accessibility, efficiency, and digital literacy, (2) The mediating role of business
turnover, and (3) Sustainability and risk management in financial innovation. This synthesis
gives a clear, theory-based view of how digital microfinance helps MSME growth, offering
insights that go beyond simple description and move toward deeper understanding.

4. | RESULTS

The Effectiveness of Digital Microfinance

The effectiveness of digital microfinance (Theme 1) is rooted in its ability to leverage
technology for operational efficiency in lending. These platforms make the lending process
much simpler and faster by cutting down on the old, complicated ways that needed a lot of
resources.

DM platforms fundamentally alter the cost structure of credit provision by automating key
steps that traditionally required human effort. These digital systems dramatically lower the
operational overhead associated with application processing, assessment, and account
monitoring when compared to traditional microcredit institutions. By utilizing digital
footprints, mobile data, and algorithmic scoring, DM platforms rapidly and accurately assess
borrower risk. DM platforms lower search, negotiation, and monitoring costs more than
traditional microcredit. By utilizing digital footprints and other data, DM mitigates information
asymmetry between lenders and borrowers, thereby reducing adverse selection and moral
hazard (Sanga, 2023). This efficiency makes credit provision feasible and cost-effective for
smaller, remote loans (Koh, Tan, & Tan, 2018).

Beyond efficiency, the literature on Digital Finance Theory highlights technology's crucial
role in expanding financial inclusion (Tay, 2022). The ability to send money instantly through
mobile devices takes away all the limits of location and time, making it easier to get access to
money. This simple access is key to creating real economic growth and is essential for helping
small businesses like Micro, Small, and Medium Enterprises (MSMEs) that were underserved
before.

The Mediating Role of Turnover

Digital microfinance facilitates improved firm performance for MSMEs, with business
turnover acting as a crucial mediator (Theme 2). This link is established through the MSME's
ability to quickly and effectively deploy the new capital for operational gains.

DM offers MSMEs quick and flexible external funding, which is essential for immediate
operational needs. Unlike traditional loans, the speed of digital disbursement allows MSMEs
to act swiftly on market opportunities. When an MSME successfully channels this digital credit
into rapid sales and high turnover (Budiarto, Imanuddin, & Sunyoto, 2023), it signals the
business's strong operational responsiveness. This success reflects the firm’s ability to quickly
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identify and sense market demand, rapidly allocate funds for critical investments like inventory
or marketing, and restructure its operations to handle increased sales volumes.

This high level of turnover translates directly into enhanced profits and retained earnings.
By generating significant internal capital, MSMEs gain the ability to self-fund their future
growth, reducing dependence on external financing. These accumulated profits are then used
to build crucial resources such as physical assets and new jobs, establishing a clear link
between improved financial access and the long-term, sustainable growth of MSMEs (Priyono,
Moin, & Putri, 2020; Gonzalez-Varona et al., 2024).

Financial Innovation and Sustainability

DM's long-term sustainability (Theme 3) relies on financial innovation and effective risk
management. Financial innovation explains the creation of new financial instruments such as
algorithmic credit scoring and mobile loan management systems designed to optimize the
balance between risk and return (Chen & Guo, 2024). Innovations in digital monitoring and
scoring allow lenders to better match loan availability with a borrower's proven capacity to
generate turnover, making the lending system more efficient and expanding financial inclusion
to more people (Hossain, 2024).

A fundamental challenge in all lending is establishing strong accountability, which is
ensuring the borrowed funds are utilized responsibly to generate the expected returns. Prudent
risk management is the mechanism that addresses this challenge. Digital monitoring systems,
as reviewed by Waliullah et al. (2025), serve as a critical new mechanism for governance.
They provide lenders with real-time oversight of fund utilization and borrower risk profiles.
This continuous, data-driven oversight helps maintain the sustainability of loans and
guarantees that the productive cycle of borrowing, generating turnover, and repayment can
continue uninterrupted.

Proposed Conceptual Model

Based on these theories, this study proposes a model: digital microfinance makes
businesses more accessible and efficient, thereby increasing sales. Those higher sales provide
cash flow and internal funds, leading to growth for MSMEs.

This model makes Business Turnover the key mediator. Its success demonstrates the
MSME’s ability to convert digital capital into financial momentum, resulting in steady growth.

Accesibility, Efficiency Cash Flow, Internal Finance

Business

Figure 1. Proposed Conceptual Model of Digital Microfinance and MSME Growth
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5. | DISCUSSION

The main finding of this study is that Digital Microfinance (DM) supports long-term
MSME growth mainly through the borrower’s immediate response, which is a quick rise in
business turnover. This shows that DM works well as a working capital management tool, since
loan funds are quickly put to use and generate new revenue, supporting the digital credit
scoring method. The study also found that digital literacy is a key factor: when borrowers have
low digital skills, the loan is less productive and there is more operational friction. This makes
digital competence an important non-financial factor to include in credit risk models for a
healthy portfolio.

These results have important theoretical and practical implications. They suggest moving
away from traditional static credit assessments and instead using algorithm-based, real-time
risk assessments that focus on metrics like turnover speed and transaction frequency after the
loan is given. By focusing on how efficiently funds are used, this approach helps explain mixed
results in earlier microfinance studies. DM’s success depends not just on providing capital, but
on how well the digital platform reduces transaction friction and supports fast capital turnover,
which is needed for lasting MSME growth. As a result, strong digital governance and borrower
training are necessary to get the most benefit and stability from digital microfinance programs.

6. | CONCLUSION

This review of 25 research papers looked at how digital microfinance affects the growth
of MSMEs. It found that business turnover plays a key role in this connection. The study shows
that migrating microcredit to digital systems helps financial inclusion, and it also makes
financial services faster, more efficient, and better at managing risks through the use of data.
Our findings lead to three principal conclusions.

First is that digital effectiveness is multidimensional. The success of digital microfinance
depends on accessibility, transactional efficiency, and the borrower's digital literacy. These
factors mitigate informational asymmetry and reduce friction. They create an environment
where credit utilization is immediate and has a significant impact. Secondly, business turnover
is a necessary mediator. Digital capital access does not directly lead to sustainable growth
among MSMEs. It must first be translated into increased business turnover. Deploying working
capital, generates the cash flow needed for repayment and reinvestment. This sequence serves
as the necessary precursor to long-term profitability and expansion. Lastly, sustainability
requires smart innovation. The future of digital microfinance depends on finding a good
balance between new technologies, like algorithmic scoring, and strong risk management.
Cybersecurity and how data are handled are also very important. Lending platforms must
monitor performance and manage risk to provide stability for ongoing MSME lending.

This conceptual framework offers policymakers and financial institutions a clear roadmap.
Specifically, the focus should shift from simply providing credit to supporting mechanisms
that convert credit into verifiable turnover.

To translate these insights into action, we propose specific recommendations for the main
stakeholders. The first is for policymakers and regulators to invest in digital capacity by
providing full funding and support for thorough digital and financial education programs aimed
at small business owners. This ensures effective credit use and engagement with platforms.
Regulators could also establish data governance standards by creating flexible regulatory
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sandboxes and legal rules that encourage new ideas. At the same time, set strong rules for
cybersecurity and data protection to make people trust digital financial services. Lastly,
incentivize turnover-linked products by offering tax or regulatory ease for financial products
that offer business support and tools to help track and manage business performance. These
tools should increase MSME sales revenue and provide transparent tracking of turnover.

Financial institutions also should focus on turnover enhancement by redesigning
microcredit products to include integrated digital tools such as inventory management, digital
marketing, or supply chain optimization. Make the credit mechanism a partner for growth, not
just a fund provider. Another suggestion is to enhance risk assessment by continuously refining
algorithmic credit scoring by adding non-traditional data sources. Focus on predictors of
business activity and turnover, not just past debt repayment. Strengthen cybersecurity by
viewing it as a key strength, not just a cost. Implementing robust protections ensures client data
remains secure and fosters trust online.

This review is limited by its specific timeframe (2020-2025) and its focus on turnover as
a mediating variable. While the findings are strong, the review also points out several areas for
future research. First, future studies should use quantitative methods to compare how the
turnover factor works in different growing markets, such as Africa and Southeast Asia. This
will help show how local culture, rules, and basic services affect the link between digital
microcredit and business growth. Second, more research is needed on how the actions and
choices of small business owners affect how quickly and well they can turn digital microcredit
into higher sales. Examples include how much risk they are willing to take (risk tolerance) and
how willing they are to try new business ideas. Lastly, long-term studies should assess how
algorithmic decisions affect loan portfolio quality over time. They should also examine the risk
of digital exclusion or bias.
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