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Abstract

This study aims to determine the effect of financial literacy and taxation on competitive advantage, in order to determine the effect of financial 
literacy and taxation on the performance of MSMEs, and to determine the effect of competitive advantage on the performance of MSMEs. 
This study uses primary data through a questionnaire. The population is Creative MSME actors in DIY. Creative MSMEs in Yogyakarta 
were chosen because Yogyakarta is an area that is rich in traditional culture and various characters of its inhabitants, thus encouraging the 
development of the potential of Creative MSMEs. This research uses primary data sources on Creative MSMEs in Yogyakarta. The samples 
were determined by the proportional simple random sampling technique; taking a sample of 20% of the total Creative MSMEs in each 
district/city. The samples that deserve to be respondents in this study were 210 samples of Creative MSMEs actors in DIY. The statistical 
technique for analyzing data is the AMOS Structural Equation Modeling (SEM). The results showed that financial literacy had an effect on 
the competitive advantage and performance of MSMEs, tax literacy had an effect on competitive advantage, competitive advantage had an 
effect on the performance of MSMEs. However, tax literacy has no effect on the performance of MSMEs.
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conventional problems that are not completely resolved. 
Strategic efforts are needed to improve the performance 
and sustainability of Creative MSMEs, including increasing 
financial and tax knowledge (literacy) to improve performance 
and competitive advantage.

Creative industry MSMEs tend to have a short-term 
orientation (when businesses are focused on the present or 
past and consider them more important than the future) in 
making business decisions. Therefore, strategic efforts are 
needed to increase the competitive advantage of MSMEs. One 
of the ways that can be done is by enriching the knowledge 
of MSMEs actors with financial and tax knowledge so that 
management and accountability can be better accounted for 
like a large company (Resmi et al., 2019). Micro, Small, and 
Medium-sized Enterprises (MSMEs), which play a vital role 
in every country’s economy, are an increasingly pervasive 
and influential force in the business environment. Despite the 
compelling role of MSMEs in the country’s socio-economic 
advancement, it has become ambitious for them to get access 
to a short-long term and flexible credit sources. Several 
justifications have been considered to explain the absence 
of access to credit and finance by MSMEs such as high-risk 
associated with MSMEs lending, information asymmetry 
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1. Introduction

Market conditions are increasingly competitive and natural 
resources are increasingly limited so that breakthroughs 
are needed to create creative and innovative products. 
Yogyakarta Special Region is rich in traditional culture and 
various characters of its population are such that the creative 
industry has great potential to be developed. Creative MSMEs 
often experience delays in their development due to various 
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arising from MSMEs lending, the high administrative and 
transaction costs involved in MSMEs financing, and weak 
institutional and legal structures (Zarrouk et al., 2020). 

Several studies have shown positive findings of the 
importance of financial literacy and taxation for MSMEs. If 
MSMEs have a good understanding of finance and taxation, it 
will generate business growth (Clark, 2014; Xu & Zia, 2012; 
Dunska & Kravinskis, 2016; Bayrakdaroğlua & Şanb, 2014) 
and competitive advantage (Bayrakdaroğlua & Şanb, 2014; 
Demirbag et al., 2013; Nunoo & Andoh, 2012). According 
to Nagel et al. (2018), decision-makers are more interested 
in developing and adopting steps to increase the creation of 
new businesses and help improve performance. Gangl et 
al. (2014) conducted a field experiment on tax compliance, 
focusing on newly founded firms. As a novelty, the effect 
of tax authorities’ supervision on timely tax payments is 
examined. Interestingly, results show no positive overall 
effect of close supervision on tax compliance.

Nunoo and Andoh (2012) found that better financial 
literacy can provide benefits for MSMEs in increasing 
demand for financial services, more savings, better risk 
management, increased intermediation, and accelerating 
financial development. Drexler et al. (2010) suggested that 
training and simpler practical rules can result in economically 
meaningful improvements for MSMEs. Training in 
accordance with basic financial needs is more appropriate 
and efficient for economic development and MSMEs 
business growth. Companies including MSMEs can rely on 
dynamic capabilities such as financial literacy, which can 
help convert resources into various goals such as creation, 
expansion, and modification of resources (Adomako et al., 
2016). This study explains the relationship between financial 
literacy and MSMEs’ business growth. Understanding of the 
maximum financial literacy tends to increase the growth of 
MSMEs business.

The improved performance of MSMEs is also crucial 
for the growth of the national industry, especially in the 
era of global competition. Thus, MSMEs must continually 
strive to improve their competencies to win the competition 
(Tjahjadi et al., 2020). Competitive advantage is the heart 
of performance to meet competition. Competitive advantage 
as the profit strategy of companies collaborates to create 
more competitive advantages in their market. Competitive 
advantage ultimately grows from the value or benefits 
that the company can create for its buyers, more than the 
costs that the company must incur to make it. Currently, 
the competitive situation is getting tougher; consumers are 
increasingly critical in deciding to buy a product or service. 
Competitive advantage will also be able to help improve the 
performance of MSMEs (Srikalimah et al., 2020).

Simanjuntak and Mukhlis (2012) explained that not all 
taxpayers, including MSMEs, can understand the rules and 
procedures for implementing correct tax reporting due to a 

lack of understanding of tax regulations. Most MSMEs feel 
that the taxation system is unfair because MSMEs have to pay 
the same amount as large companies so that the Government 
needs to simplify or create a taxation system suitable for 
MSMEs (Ponorîcă & Al-Saedi, 2015). Some studies found 
positive results on the importance of MSMEs in financial 
and taxation literacy. MSMEs that have an understanding 
of finance and taxation both increase business growth and 
competitive advantage recommended the importance of 
financial literacy for MSME managers through financial 
training. Managers with higher financial literacy levels 
indicate greater participation in financial markets. Previous 
studies found that understanding taxation literacy was 
closely related to the growth of the company (Sandra et al., 
2019; Ningrum et al., 2019).

Based on the gaps in the findings of previous studies, 
research will be carried out to fill the gaps by integrating 
the relationship pattern of business growth to improve 
performance in Creative MSMEs in DIY through financial 
literacy and taxation. This study aims to analyze the 
conditions of DIY Creative MSMEs related to the use 
of financial literacy and taxation as a strategy to achieve 
competitive advantage and performance.

2.  Literature Review and  
Hypothesis Development

2.1. Tax Literacy and Competitive Advantage

MSMEs have unique characteristics to face changes in 
the business environment and stakeholders. This business 
sector tends to cooperate more than compete in relationships 
between business actors (Kumar et al., 2012). Knowledge 
sharing to MSMEs occurs not only from the government, 
academia, or big business, but knowledge sharing between 
MSMEs can be the main key to the success of MSMEs in 
developing in the era of global trade. It is very important to 
realize that intra-MSMEs cooperation is needed to achieve 
complementary capabilities. Simanjuntak and Mukhlis 
(2012) explained that not all taxpayers, including MSMEs, 
can understand the rules and procedures for implementing 
correct tax reporting due to a lack of understanding of tax 
regulations. Most MSMEs feel that the taxation system is 
unfair because MSMEs have to pay the same amount as large 
companies as such the government needs to simplify or create 
a taxation system that is suitable for MSMEs so that MSMEs 
will be able to compete (Ponorîcă & Al-Saedi, 2015).

2.2. Tax Literacy and Performance

According to Dartini and Jati (2016), the higher 
the understanding of taxpayers’ accounting, the higher 
the willingness of taxpayers to comply with their tax 
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compliance. Sumianto and Kurniawan (2015) stated that 
the understanding of accounting and taxation has a positive 
effect on taxpayer compliance. With a proper accounting 
application, financial reports can be compiled accurately for 
calculating the taxes owed by the company. The accounting 
application will provide many benefits to existing businesses. 
The accounting application automates calculations and also 
administrative procedures. Salmah et al. (2015) stated that 
more a person masters accounting, the better he or she will 
be in handling various financial aspects in daily activities, 
especially in business. Rahayu (2017) stated that if the level 
of accuracy in calculating the tax payable by the company 
is higher, the accuracy of depositing, filing, and submitting 
returns and carrying out tax obligations is higher, and 
the level of compliance of taxpayers is higher, then the 
performance of MSMEs will be better too.

2.3.  Financial Literacy and  
Competitive Advantage

The level of financial literacy from an individual or 
family point of view can have an impact on the ability to 
have long-term savings that are used to own assets (such 
as land or a house), and the fulfillment of higher education 
and old age (retirement). Amonhaemanon and Sitta (2020) 
explained that financial literacy influenced the financial 
attitude of all generations. With the right financial attitude, 
people of all generations would be equipped with a higher 
level of financial capability.

Ineffective money management will have an impact 
on the family financial crisis (Braunstein & Welch, 2002). 
These findings can also be adapted for companies. The 
level of MSMEs actors’ financial literacy is important in 
business sustainability. The success of MSMEs depends 
on its ability to manage financial issues. The higher the 
level of one’s financial literacy, the better his/her financial 
management would be. The financial literacy level of 
MSMEs actors has an effect on performance and business 
continuity. In the business and entrepreneurship literature, a 
lack of knowledge and access to financial resources has been 
linked to a company’s inability to achieve its goals (Beck 
et al., 2005; Hutchinson & Xavier, 2006; Malo & Norus, 
2009; Coad & Tamvada, 2012). Entrepreneurial orientation, 
environmental characteristics, firm resources, and managers’ 
attitudes directly and/or indirectly influence the growth of 
small businesses (Wiklund & Shepherd, 2003).

2.4. Financial Literacy and Performance

Several theoretical studies and researchers explain that 
the maximum understanding of financial literacy tends to 
increase the business growth of MSMEs. Muraga (2015) in 
his research examined to know if the gains of the financial 

literacy training can outweigh the costs of undertaking the 
training, which would benefit the government and other 
stakeholders. He used debt management, budgeting, bank 
services, and accounting or recording variables because 
financial literacy variables have a positive relationship 
with business performance. He established that there was 
a positive correlation between the dependent variable 
(performance of youth-led enterprises) and the independent 
variables (budgeting literacy, debt management literacy, 
banking services literacy, and record-keeping literacy) but 
in varying magnitudes. Debt management literacy affected 
the performance of youth-led enterprises in the highest 
proportion while record keeping literacy least affected 
the performance of youth-led enterprises as per this study. 
Aribawa (2016) found that financial literacy affects the 
performance and sustainability of creative MSMEs. Lusimbo 
(2016) stated that managers with low financial literacy 
recorded lower business growth, even zero. The findings of 
Bayrakdaroğlua and Şanb (2014) explained that MSMEs in 
developing countries, especially Turkey, show an increase 
in the level of financial literacy of managers with financial 
training.

2.5. Competitive Advantage and Performance

In global competition, companies are expected to be able 
to provide more added value to the goods/services offered 
either in quality (better) or efficiency (more efficient) than 
competitors. This is specifically difficult for MSMEs to 
do, due to the lack of management capabilities and limited 
working capital management (Ali, 2003). One of the keys 
to the success of MSMEs is to plan and build a sustainable 
competitive advantage. That the right answer to survival rests 
upon (a) the entrepreneurs’ personality traits and skills that 
affect the market and entrepreneurial orientations of SMEs, 
(b) the adoption of such orientations that keep impacting 
the firms’ performance, and finally (c) the implementation 
of strategy relevant to reaching higher quality standards for 
products and services, combined with tactics relevant to 
downsizing, marketing actions, extroversion, and financial 
management (Kottika et al., 2020; Naidoo, 2010). Core 
competencies are a series of unique abilities developed by 
companies in the main areas of a business, such as quality, 
innovation, and service to consumers (Petzold et al., 2019). 
The competitive advantage that can be owned by MSMEs is 
expected to increase support for the performance of MSMEs. 

The performance of MSMEs must get the best and 
maximum support from the internal and external environment. 
Increasing the internal environment, such as capital, human 
resources (HR) and the adoption of information technology 
must be done immediately. The Korean government has 
placed greater emphasis on setting economic policies to 
establish MSMEs since the Asian financial crisis in 1997. 
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However, the major goal of these policies has changed 
from supporting MSMEs in general to facilitating the 
development and growth of MSMEs and startups with 
frontier technologies. South Korean policy continues to 
enable the easy identification and support of MSMEs and 
startups that pursue cutting-edge technology, and these 
policies fostering MSMEs have been important to South 
Korea’s economic growth (Binh et al., 2020). Support from 
the government, as an external environment, will be very 
decisive for the growth and development of MSMEs with 
these limitations (Bourletidis & Triantafyllopoulos, 2014). 
Referring to the description of the research conducted, the 
following hypotheses are derived:

H1: There is a significant relationship between Tax 
Literacy and Competitive Advantage

H2: There is a significant relationship between Tax 
Literacy and Performance

H3: There is a significant relationship between Financial 
Literacy and Competitive Advantage 

H4: There is a significant relationship between Financial 
Literacy and Performance

H5: There is a significant relationship between 
Competitive Advantage and Performance

3. Research Methods

This study uses primary data through a questionnaire to 
strengthening the research results. The population is Creative 
MSME actors in DIY. Creative MSMEs in Yogyakarta 
were chosen because Yogyakarta is an area that is rich in 
traditional culture and various characters of its inhabitants, 
thus encouraging the development of the potential of 
Creative MSMEs. This research uses primary data sources 
on Creative MSMEs in Yogyakarta. The samples were 
determined by a proportional simple random sampling 
technique, taking a sample of 20% of the total Creative 
MSMEs in each district/city. DIY has four districts, namely 
Sleman Regency, Kulonprogo Regency, Gunungkidul 
Regency, Bantul Regency, and one city namely Yogyakarta 
City. However, the samples that deserve to be respondents 
in this study were 210 samples of Creative MSMEs actors 
in DIY. The statistical technique for analyzing data is the 
AMOS Structural Equation Modeling (SME).

4. Results 

The results of the validity test based on calculations can 
be seen in the following table:

Table 1: Validity and Reliability Test Results

Variable Indicator Pearson 
Correlation

Significance Result Cronbach’s 
Alpha

Tax 
Literacy

Item 1 0.573 0.000 Item Valid 0.838
Item 2 0.509 0.000 Item Valid
Item 3 0.501 0.000 Item Valid
Item 4 0.648 0.000 Item Valid
Item 5 0.642 0.000 Item Valid

Financial 
Literacy

Item 1 0.511 0.000 Item Valid 0.788
Item 2 0.547 0.000 Item Valid
Item 3 0.486 0.000 Item Valid
Item 4 0.552 0.000 Item Valid
Item 5 0.314 0.000 Item Valid
Item 6 0.679 0.000 Item Valid
Item 7 0.814 0.003 Item Valid
Item 8 0.739 0.001 Item Valid

Competitive Advantage Item 1 0.702 0.000 Item Valid 0.926
Item 2 0.788 0.000 Item Valid
Item 3 0.831 0.000 Item Valid
Item 4 0.802 0.000 Item Valid
Item 5 0.788 0.000 Item Valid
Item 6 0.798 0.000 Item Valid

Performance MSMEs Item 1 0.311 0.000 Item Valid 0.835
Item 2 0.756 0.000 Item Valid
Item 3 0.803 0.000 Item Valid
Item 4 0.804 0.000 Item Valid
Item 5 0.813 0.000 Item Valid

*Significance at a 5% level.
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Based on the table above, the calculated values of all 
questionnaire items including research variables, namely 
tax literacy, financial literacy, competitive advantage, and 
performance show a probability value (sig) <0.05. So, the 
questionnaires of the research variables are all valid, and the 
Cronbach Alpha value obtained from all results including the 

Figure 1: Structural Equation Model (SME) Test Results

Table 2: Model Feasibility Test Results

Criteria Cut of Value Result Information
Chi-Square
Probability
CMIN/DF
GFI
AGFI
TLI
CFI
RMSEA

 37.65
≥ 0.05
≤ 2.00
≥ 0.90
≥ 0.90
≥ 0.95
≥ 0.95
≤ 0.08

102.377
    0.073
    1.222
    0.908
    0.910
    0.962
    0.977
    0.065

Fit
Fit
Fit
Fit
Fit
Fit
Fit
Fit

Table 3: Hypothesis Testing Results

Standardized 
direct effect

C.R. p-value Result

Model 1:  ZY1 = γ 1.1X1 + γ 1.2X2 + ε1

Tax 
Literacy Competitive Advantage 0.061 2.283 0.007 Significant

Financial Literacy Competitive Advantage 0.623 9.526 0.000 Significant
Model 2 : ZY2 = Y2.1Y1 + γ2.2X1 + γ2.3X2 + ε2

Financial Literacy Performance 0.040 0.248 0.804 Not Significant
Tax 
Literacy Performance 0.375 4.189 0.000 Significant

Competitive 
Advantage Performance 0.338 3.533 0.000 Significant

Table 4: Effect of Total Between Independent Variables on 
Dependent Variables

Direct Effect Total Effect
X1  Y1  Y2 0.060
X2  Y1  Y2 0.585
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research variables shows greater than the value of 0.6. which 
means ‘reliable’. Furthermore, the results of the Structural 
Equation Model (SEM) on the structural equation are shown 
in the following figure:

Furthermore, the model that has been presented in the form 
of a path diagram is then expressed in structural equations 
that state the specification of the measurement model. Model 
testing in the SEM is carried out by two tests, namely the model 
fit test and the causality significance test through the regression 
coefficient test. Testing the fit model using various criteria, 
namely Chi-square/degree of freedom (CMIN / DF), Adjusted 
Goodness-Of-Fit Index (AGFI), Goodness-Of-Fit Index (GFI), 
Comparative Fit Index (CFI), Tucker Lewis Index (TLI), and 
Root Mean Square Error Approximation (RMSEA).

The results of the feasibility test of the research model 
show that all goodness of fit criteria is acceptable. This also 
illustrates that almost all of the instructions in the model have 
met the recommended value. Thus, the final model developed 
is fit with the data. Overall the model can be accepted and 
the next step is to analyze the estimated parameter.

In accordance with the research model, that the final 
objective of the analysis is to find evidence of the total value 
of the coefficient of influence because in the model it is 
known that the independent variable affects the dependent 
variable through the intervening variable. This means 
that the variables of financial literacy and taxation cannot 
directly affect the performance variable except through the 
competitive advantage variable.

The following table provides brief information on the 
coefficient (effect) values of the total effect of the variables 
of financial literacy and tax literacy on the performance 
variable through the competitive advantage variable.

The total effect, direct effect, an indirect effect between 
the Tax Literacy (X1), Financial Literacy (X2) Competitive 
Advantage (Y1), and Performance (Y2) variables can be 
presented in the model in the following table:

5. Discussion

5.1.  The Effect of Tax Literacy on  
Competitive Advantage

The results showed that there was a significant relationship 
between Tax Literacy and Competitive Advantage, the 

standardized direct effect value was 0.061 and a significance 
value of 0.007, and a CR value of 2.283. So, it can be concluded 
that the first hypothesis is proven. MSMEs have unique 
characteristics to face changes in the business environment 
and stakeholders. This business sector tends to cooperate more 
than compete in relationships between business actors (Kumar 
et al., 2012). Knowledge sharing to MSMEs occurs not only 
from the government, academia, or big business, but knowledge 
sharing between MSMEs can be the main key to the success 
of MSMEs in developing in the era of global trade. It is very 
important to realize that intra-UMKM cooperation is needed to 
achieve complementary capabilities. Simanjuntak and Mukhlis 
(2012) explained that not all taxpayers, including MSMEs, can 
understand the rules and procedures for implementing correct 
tax reporting due to a lack of understanding of tax regulations. 
Most MSMEs feel that the taxation system is unfair because 
MSMEs have to pay the same amount as large companies as 
such the Government needs to simplify or create a taxation 
system that is suitable for MSMEs so that MSMEs will be able 
to compete (Ponorîcă & Al-Saedi, 2015).

5.2. The Effect of Tax Literacy on Performance

The results showed that there was a significant relationship 
between Tax Literacy and Performance, the standardized 
direct effect value was 0.040 and a significance value was 
0.804, and a CR value of 0.249. So, it can be concluded that 
the second hypothesis is not proven. Simanjuntak and Mukhlis 
(2012) explained that not all taxpayers, including MSMEs, can 
understand the rules and procedures for implementing correct tax 
reporting due to a lack of understanding of tax regulations. Most 
SMEs feel that the taxation system is unfair because MSMEs 
have to pay the same amount as large companies as such the 
Government needs to simplify or create a taxation system suitable 
for MSMEs (Ponorîcă & Al-Saedi, 2015). Some studies found 
positive results on the importance of MSMEs in financial and 
taxation literacy. MSMEs that have an understanding of finance 
and taxation both increase business growth and competitive 
advantage recommended the importance of financial literacy 
for MSME managers through financial training. Managers with 
higher financial literacy levels indicate greater participation in 
financial markets. Previous studies found that understanding 
taxation literacy was closely related to the growth of the company 
(Sandra et al., 2019; Ningrum et al., 2019).

Table 5: Total Effect, Direct Effect, and Indirect Effect Between Exogenous and Endogenous Variables

Direct Effect Indirect Effect Total Effect
Competitive Advantage (Y1) Performance (Y2) Performance (Y2) Performance (Y2)

Tax  Literacy (X1) 0.061 0.040 0.021 0.060
Financial  Literacy (X2) 0.623 0.375 0.211 0.585
Competitive Advantage (Y1) – 0.338 – 0.338
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5.3.  The Effect of Financial Literacy on 
Competitive Advantage

The results showed that there was a significant relationship 
between Financial Literacy and Competitive Advantage, the 
standardized direct effect was 0.623 and a significance value 
of 0.000, and a CR value of 9,526. So, it can be concluded 
that the third hypothesis is proven. The level of financial 
literacy from an individual or family point of view can have 
an impact on the ability to have long-term savings that are used 
to own assets (such as land or a house), and fulfillment of 
higher education and old age (retirement). Ineffective money 
management will have an impact on the family financial 
crisis (Braunstein & Welch, 2002). These findings can also 
be adapted for companies. In this case, MSMEs that have 
good financial literacy will be able to achieve their company 
goals, have a business development orientation and be able to 
survive in difficult economic conditions. In the business and 
entrepreneurship literature, a lack of knowledge and access to 
financial resources has been linked to a company’s inability to 
achieve its goals (Beck et al., 2005; Hutchinson & Xavier, 2006; 
Malo & Norus, 2009; Coad & Tamvada, 2012). Entrepreneurial 
orientation, environmental characteristics, firm resources, and 
managers’ attitudes directly and/or indirectly influence the 
growth of small businesses (Wiklund & Shepherd, 2003).

5.4.  The Effect of Financial Literacy on the 
Performance of MSMEs

The results showed that there was a significant relationship 
between Financial Literacy and Performance of MSMEs, the 
standardized direct effect was 0.375 and a significance value 
of 0.000 and a CR value of 4.189. So, it can be concluded that 
the fourth hypothesis is proven. Several theoretical studies 
and researches explained that the maximum understanding 
of financial literacy tends to increase the business growth 
of MSMEs. Muraga (2015) in his research used debt 
management, budgeting, bank services, and accounting or 
recording variables because financial literacy variables have 
a positive relationship with business performance. Aribawa 
(2016) found that financial literacy affects the performance 
and sustainability of creative MSMEs. Lusimbo (2016) stated 
that managers with low financial literacy recorded lower 
business growth, even zero. The findings of Bayrakdaroğlua 
and Şanb (2014) explained that MSMEs in developing 
countries, especially Turkey, show an increase in the level of 
financial literacy of managers with financial training.

5.5.  The Effect of Competitive Advantage on the 
Performance of MSMEs

The results showed that there was a significant relation-
ship between Competitive Advantage and Performance of 

MSMEs, the Standardized direct effect value was 0.338 and 
the significance value was 0.000 and the CR value was 3.533. 
So it can be concluded that the fifth hypothesis is proven. 
One of the keys to the success of MSMEs is to plan and build 
a sustainable competitive advantage. One of the keys to the 
success of MSMEs is to plan and build a sustainable compet-
itive advantage. That the right answer to survival rests upon 
(a) the entrepreneurs’ personality traits and skills that affect 
the market and entrepreneurial orientations of SMEs, (b) the 
adoption of such orientations that keep impacting the firms’ 
performance, and finally (c) the implementation of strategy 
relevant to reaching higher quality standards for products 
and services, combined with tactics relevant to downsizing, 
marketing actions, extroversion, and financial management 
(Kottika et al., 2020; Naidoo, 2010). Core competencies are a 
series of unique abilities developed by companies in the main 
areas of a business, such as quality, innovation, and service to 
consumers (Petzold et al., 2019). The competitive advantage 
that can be owned by MSMEs is expected to increase support 
for the performance of MSMEs. The performance of MSMEs 
must get the best and maximum support from the internal and 
external environment. Increasing the internal environment, 
such as capital, human resources (HR) and the adoption of 
information technology must be done immediately. Support 
from the government, as an external environment, will be 
very decisive for the growth and development of MSMEs 
with these limitations (Bourletidis & Triantafyllopoulos, 
2014).

6. Conclusion

Based on the results of the analysis and discussion, it can 
be concluded that financial literacy affects the competitive 
advantage and performance of MSMEs, tax literacy affects 
competitive advantage, competitive advantage affects the 
performance of MSMEs. However, tax literacy has no 
effect on the performance of MSMEs. The limitations of 
this study can be used as a reference for further research so 
that better results will be obtained, namely that this study 
has not classified the MSMEs based on business scale and 
type of business. Based on these conclusions and limitations, 
to obtain better research results in future research, the 
suggestions that need to be considered include classifying 
the scale of MSMEs into small- and large-scale MSMEs 
and classifying them based on the types of MSMEs. Thus, 
it is hoped that the results of the research can be compared 
how the effect is based on the scale of the business and can 
focus on MSME E-Commerce so that it can better explain 
the effect of the taxation application and financial literacy of 
MSMEs on the performance and competitive advantage of 
E-Commerce MSMEs.
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