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This research is a literature study on financial literacy and the
internationalization of SMEs. This study aims to discuss the
role of SME financial literacy in the internationalization of
export products. The research method used in this study is a
qualitative descriptive method. The type of data used in this
research is qualitative data, which is categorized into two
types, namely primary data and secondary data. Sources of
data obtained through library research techniques (library
study) which refers to sources available both online and offline
such as: scientific journals, books and news sourced from
trusted sources. The results of the study conclude that the role
of SME financial literacy in the internationalization of export
products is very important. Financial literacy is one of the
important knowledge resources that increase the capacity,
skills and expertise of individuals and companies to use
technology effectively. Important aspects to consider in the
internationalization of SMEs include entrepreneurship, finance
and technology, SME resources, routines within the company,
entrepreneurial knowledge and actions. All these aspects,
especially financial literacy, are important to be considered by
SMEs that will become Global SMEs and when assessing
opportunities in foreign markets in export products.
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INTRODUCTION

The development and competitiveness of SMEs in general is still limited. Most
MSMEs are only able to produce, but have not been able to market their products better.
Weak marketing is not only a market problem, but many other aspects directly or indirectly
affect so that many MSME businesses are slow to develop, some suffer losses, do not return
on investment, and some even stop their business.

Many factors affect the quality of MSME performance, one of which is financial
literacy. This factor is one of the determinants in improving the performance of MSMEs
themselves. Financial literacy enriches the decision-making resources of SME owners,
such as cultural values. Financially literate SME owners enable financial planning and
control, as well as ensuring the proper source and application of funds less financially
literate they are, the less likely they are to accumulate wealth. On the other hand, successful
entrepreneurs show a character that is rooted in cultural values and principles.

Financial literacy is one of the main factors in solving the problems of MSMEs in
the internationalization of export products. The internationalization of SMEs today is not
an impossible opportunity because SMEs in the knowledge economy era are supported by
the development of communication and information technology that is increasingly user
friendly. In addition, the financial literacy of entrepreneurship actors, namely the owners
and managers of SMEs, is increasing.

Research by Lamb and Liesch (2002) in (Fitriasari, Himawan, Yanida, &
Widyatama, 2021). shows that the internationalization of SMEs in the global era tends to
increase. Internationalization is theoretically a strategic evolution for SMEs. Approaches
to the internationalization of SMEs are usually assessed using the stage models and the
incremental internationalization theories. The theory views the internationalization of
SMEs as an evolving stage. This stepwise approach has received criticisms such as those
proposed by (Purnomo, Aisyah, Mulahela, & Nugraha, 2020). which states that the
internationalization of SMEs with this approach is too deterministic. The author views that
such criticism is reasonable because the internationalization of SMEs is currently
developing and shows a new phenomenon of internationalization of SMEs in the field that
is not incremental. For example, the author's observations on SMEs in traditional markets
in Bandung City, West Java Province, show that internationalization has now been carried
out by apparel retail SMEs in traditional markets as well as micro and small businesses
selling apparel with distribution concepts. While providing assistance to new entrepreneurs
at the Home Entrepreneurship and Self-Development Foundation, the author also identified
that now many entrepreneurs have internationalized their businesses in the early stages of
opening a business, even for micro-scale companies.

These phenomena show that the internationalization of SMEs is no longer a gradual
model. In addition, the company's decision to conduct entrepreneurship at the
organizational level and the internationalization process of SMEs will determine the
organizational behavior of SMEs. Under these conditions, small and medium-sized
companies will create value by exploring and exploiting opportunities and utilizing a
unique set of resources owned by the company. Globalization and international markets are
opportunities for SMEs to behave entrepreneurially.

The phenomenon of globalization attracts SMEs to internationalize. The limited
resources of SMEs such as financial, managerial, and information are alleged to often
frustrate SMEs' efforts to develop their companies internationally. However, research by
Oviatt and McDougall (1994) and McDougall and Oviatt (2000) shows that SMEs can
internationalize from the time they are planned or operating in the first year. Such
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companies are also known as International New Ventures, Global Start-ups/ Global
Borders, International SMEs or Global SMEs.

Based on the considerations above, this article is a literature study on financial
literacy and the internationalization of SMEs. This study aims to discuss the role of SME
financial literacy in the internationalization of export products.

RESEARCH METHOD

The research method used in this study is a qualitative descriptive method. The type
of data used in this study is qualitative data, which is categorized into two types, namely
primary data and secondary data. Sources of data obtained through library research
techniques (library study) which refers to sources available both online and offline such as:
scientific journals, books and news sourced from trusted sources. These sources are
collected based on discussion and linked from one information to another. Data collection
techniques used in this study were observation, interviews and research. This data is
analyzed and then conclusions are drawn.

RESULT AND DISCUSSION

1. The Urgency of SME Financial Literacy

Financial literacy is one of the important knowledge resources that increase the
capacity, skills and expertise of individuals and companies to use technology effectively.
Furthermore, financial literacy and technological literacy often support each other at the
individual and corporate levels. Therefore, the integration of technology and financial
literacy becomes important to improve organizational performance.

Business continuity must be maintained in total business operations in order to
remain competitive in the market. Dynamic and fluctuating competitive conditions make
SME actors sensitive to change, so SMEs must build a competitive advantage in order to
have an advantage in competition and be sustainable in the market (Dalimunthe, 2017).
Business continuity is influenced by several factors that cause the business to become
strong and survive, including the compilation of business plans, general updating of
business plans, analyzing competitors, ease of entering the business, and the ability to
calculate risk. Business continuity can be seen from the success in innovation, management
of employees, and customers (Hudson-Hanley, Smit, Branscum, Hystad, & Kile, 2021).

Day and Wensley (1988) explain that competitive advantage has 2 (two) different
but interrelated views. First, competitive advantage is based on the resource base. The skills
and competencies of employees in the fields of marketing, production, and innovation are
strategies that can be developed so that the company has an advantage in the market.
Second, competitive advantage looks at the company's performance that is better than other
companies. Competitive advantages of employee skills and competencies include good
financial literacy skills so that business continuity can be maintained. Financial literacy that
is properly applied by business actors can be used to make strategic decisions. Likewise,
according to Draxler, et al (2014) that the owner or manager is very
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closely related to making financial decisions from complex situations and the right strategy
to maintain business continuity.

Financial literacy can be seen from attitudes and behavior in planning investments,
savings, and consumption in managing finances. Financial literacy attitudes are shown how
to manage financial problems as measured by responses that generate opinions to solve
these problems. Financial literacy behavior is a person’s ability to manage financial funds.
Research conducted by (Ramadhan & Asandimitra, 2019) shows that there is an influence
of financial literacy on the performance and business sustainability of MSMEs in Central
Java. Good financial literacy will result in the right management and financial decisions to
improve performance and business continuity. Widayanti et al (2017) also explain that
financial literacy has an effect and contributes 28.9% to business sustainability. Likewise,
research conducted by (Fitriasari et al., 2021). states that financial literacy affects business
performance and sustainability. Various theories and other research that have been put
forward show that financial literacy is very much needed in the process of progressing
SMEs.

2. Approach in Internationalization of SMEs

The approach in the internationalization of SMEs is dominated by establishment
chain theory or also called stage theory. This theory was proposed by Johanson and
Weidersheim-Paul (1975) and then developed by Johanson and Vahlne (1977). This theory
suggests that companies develop towards international markets through several stages of
internationalization. The stages begin with internationalization with low risk -low
commitment- exports to high risk internationalization -high commitment- production.
These stages reflect the increasing commitment of SMEs to foreign markets caused by the
company's management learning process towards internationalization (Johanson and
Vahlne 1977). Internationalization according to stage theory is a cumulative, tiered process,
and the internationalization behavior of a company depends on its past experience
(Eriksson et al., 2000). So, the more experience of SMEs in conducting internationalization
will increase the commitment of SMEs in managing international markets.

Renata and Eméke-Szidonia (2009) stated that the internationalization process of
SMEs can generally be studied with three approaches, namely the stage approach, the
resource-based approach and the network approach). Each approach is briefly described as
follows:

1. The stage approach.

The tiered approach describes internationalization as a linear, sequential, and
reactive process. Knowledge gained by the company from its experience when dealing with
foreign markets. This knowledge is psychologically a solution to overcome problems faced
by companies and foreign markets. Knowledge also allows the company to adopt decisions
that are useful in ensuring that the company is able to properly exploit opportunities.

2. The resource-based approach.

The resource-based approach explains the internationalization of a company by
considering certain capabilities to gain competitive advantage.
3. The network approach.

The network approach explains the motivation and modalities of
internationalization by prioritizing the importance of the company's position in the
industrial network that the company enters.
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By combining the level of corporate internationalization and the level of market
internationalization, strategies in the stepwise internationalization approach can be
identified and related to three things, namely the pressure for the development of corporate
knowledge, adaptation of corporate resources, and exploitation of relationships in a
network. In this perspective, the internationalization of SMEs appears as a complex and
heterogeneous process. However, in general the SME internationalization model is
approached with a gradual and incremental, linear, gradual evolution type of approach, and
requires the maobilization of resources and competencies (financial, material, relational,
learning competencies, and other resources) (Bell, 2021).

Corporate networks streamline and facilitate the entry of SMEs into international
business flows (Pauluzzo & Shen, 2018). The internationalization strategy taken by SMEs
will depend on the company's relationship with the business network and the company's
influence on the business network. Under these conditions, the concept of resource and
competence correlates the three approaches to internationalization and provides the ability
to identify the causes that determine SMEs in entering each stage of internationalization
(Laghzaoui, Abbad, & EI Mouden, 2020).

3. Triggering Factors for Internationalization of SMEs

Changes in the world economy, the revolution in communication and information
technology, increasingly complex business networks, and the increasing knowledge and
experience of SME owners and managers are seen as factors that trigger the growth of
market niches and the increasing demand for specialized goods. Under these conditions,
SMEs have the opportunity to move globally to face increasingly competitive challenges
and have the potential to grow very quickly. In many cases, Global SMEs in developed
countries tend to be less serious in handling the home market and concentrate more on
entering the international market. Meanwhile, global SMEs in developing countries pay
more attention to the home market and international market. Therefore, observers of the
internationalization of SMEs such as McDougall and Oviatt (2000), and Gemser et al.
(2004) stated that the knowledge of SMEs gained from international experience is not seen
as the main factor determining the effectiveness of the internationalization process. There
are other factors that determine the success of the internationalization of SMEs, both
internally and externally.

Coviello and McAuley (1999) state that subsequent research does not continue the
idea that SMEs adopting a stage approach are exceptions to the SME internationalization
process, but confirms the importance of such an approach in its proper position. In general,
the difference in the internationalization process of SMEs is the time (Lechuga Sancho,
Martin-Navarro, & Ramos-Rodriguez, 2020). Global SMEs have been internationally
oriented since their conception, while SMEs in general have evolved over time depending
on their importance to internationalization and the speed with which SMEs internationalize
(Watson et al., 2020). In other words, the international behavior of SMEs is indicated by
the mode of entering the market, foreign markets to be entered, and the stage of
development of SMEs. These aspects are in practice temporary. Other important aspects to
consider in the internationalization of SMEs include entrepreneurship, finance and
technology, SME resources, routines within the company, knowledge, and entrepreneurial
action (Teece, 2012). All these aspects are important to be considered by SMEs that will
become Global SMEs and when assessing opportunities in foreign markets (Kapoor &
Teece, 2021).
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4. SME Internationalization Process

The process of entrepreneurship and internationalization determines corporate
behavior, particularly in the context of creating value through exploiting opportunities and
increasing the potential of the company's unique set of resources (Vahine & Johanson,
2020). International entrepreneurship combines two things. First, internationalization is a
firm level activity whose activities extend beyond national boundaries (Verbeke &
Ciravegna, 2018). Second, the characteristics of the company's entrepreneurial orientation,
which are related to innovation, proactive behavior and risk assumptions that are
considered by the company (Lee, Zhuang, Joo, & Bae, 2019).

Covin and Slevin (1991) and Jones and Coviello (2005) view that in general the
internationalization of SMEs appears as entrepreneurial behavior which is determined by
the company's innovation, company's proactiveness, company-calculated risk, and value
creation. Therefore, the internationalization behavior of Global SMEs is the response of
companies and entrepreneurs to changes at a certain time which are influenced by internal
and external factors of the company. Entrepreneurs by considering their competence, level
of innovation, and the risks to be borne, will combine resources within the company to
achieve competitive advantage. This is in the perspective of resource-based view carried
out in order to adapt the company structure to the business environment. The condition of
this phenomenon becomes a model for the internationalization of SMEs and determines the
performance of the company as measured by financial and non-financial indicators. Based
on these considerations, the relationship between the variables of the internationalization
process SMEs in the perspective of resource-based view can be designed as presented in
Figure 1.

Orientasi Kewirausahaan

Lingkungan Lingkungan Internal Perilaku Keunggulan Kinerja
eksternal Internasionalisasi Kompetitif
UKM
Entrepreneur UKM N

Gambar 1. Internasionalisasi UKM
Sumber: Purnomo (2014)

In conditions where knowledge is a basic competency and a source of competitive
advantage, the goods and services offered by SMEs become highly specialized and SMEs
act globally in order to achieve efficiency. This from a knowledge-based view perspective
is also carried out in the context of the company's adaptation to the business environment.
Therefore, Global in the era of the knowledge economy is approached with a knowledge-
based view, this perspective makes it easier to understand why SMESs can internationalize
more quickly, either since they were conceived or when they became a short-term goal for
SMEs.
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CONCLUSION

Based on the discussion above, it can be concluded that the role of SME financial
literacy in the internationalization of export products is very important. Financial literacy
is one of the important knowledge resources that increase the capacity, skills and expertise
of individuals and companies to use technology effectively. Important aspects to consider
in the internationalization of SMEs include entrepreneurship, finance and technology, SME
resources, routines within the company, entrepreneurial knowledge and actions. All these
aspects, especially financial literacy, are important to be considered by SMEs that will
become Global SMEs and when assessing opportunities in foreign markets in export
products.
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