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Abstract

Purpose

This study aims to analyze the Determinants of Financing Decisions in Micro Enterprises in
Malang City Moderated by Sharia Financial Literacy

Design/methodology/approach

This research uses a mix method with purposive sampling techniques and the number of
samples isas many as 60 respondents of micro business actors. The data of this study uses
primary data obtained directly from the source using interview techniques, questionnaires,
literature studies. Logistic regression is used to analyze the data.

Findings

This study revealed that variations in income and business age have a negative and significant
effect on the variability of financing decisions. Meanwhile, guarantees have a positive and
significant effect on the provision of financing decisions. Then, the variables of education,
guarantees, and cultural characteristics do not affect the decision to provide financing.
Vaiebel moderation itself is predicted to influence and strengthen the relationship between
income variability and financing decisions. However, moderation variability has an influence
and weakens the relationship between collateral variables and financing decisions.

Research limitations/implications

This research has limitations related to the amount of financing data conducted by Islamic
banks

Originality/value

This study seeks to examine cultural characteristics with financing decisions which has rarely
conducted before.
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1. INTRODUCTION

Indonesia is one of the developing countries in the world with a growth rate of
5.31%. Economic growth is an indicator that reflects the level of community welfare in a
region (Rusniati et al., 2018). One of the efforts to increase economic growth in Indonesia
is by providing financing to Micro, Small and Medium Enterprises (MSMESs). This is
because MSMEs are directly related to the economic practices of the community,
especially the lower middle class (Wau, 2020). The low level of education and economy
of the lower middle class makes MSMEs one of the people's livelihoods, so that they can
absorb labor and reduce unemployment (Halim, 2020).

On the other hand, MSMEs also experience capital obstacles to maintain their
business continuity and become one of the causes of the failure of a pioneered business.
Business capital can come from personal capital or capital received from bank financing
(Jannah et al., 2018). A bank is a financial institution that has the function of collecting
funds, distributing funds, and services. The banking sector has an important role in the
national economy because in banking the distribution of money supports economic
activities (Handayani, 2018).

Banking itself is divided into two, namely conventional banks and Islamic banks, the
two banks have significant differences, where conventional banks apply an interest system
and Islamic banks use a profit-sharing system (S. Putri, 2021). One of the sharia banks
spread today is Bank Syariah Indonesia which is a merger of three sharia state-owned
banks. The merger is an innovation to facilitate and increase the capital needs of the wider
community, especially in the field of MSMEs (Fatinah & Fasa, 2021).

MSME:s are individual businesses or productive business entities in accordance with
their qualifications as micro enterprises. MSMEs are one of the benchmarks of the
national economy (Jaya, 2018). Therefore, MSMEs have an important role in developing
countries because they are related to economic and social problems in the form of poverty,
unemployment, inequality of income distribution, etc. (Sulastri, 2022). Malang City is one
of the largest city in East Java and has various MSMEs that contribute to the economy.
Based on data from the East Java Cooperatives and Small and Medium Enterprises Office
in 2019, Malang City entered the top 5 in East Java with a total of Rp69.87 trillion in
2019. This shows that Malang plays a very important role in contributing to the economy
that the city in East Java.

The success of MSMEs in Malang City is certainly supported by the distribution of
financing by Islamic banks, there are several factors for the distribution of financing.
According to Shokr (2020) in his research, income is the main factor for an MSME to get
financing and in the study also revealed that income has a positive influence on financing
decisions. In line with this study, Hon & Ninh (2020); Neves et al. (2020); Key (2020)
concludes that there is an influence between income and financing. However, research
conducted by Setyawan (2020) and Adeosun et al (2023) found that between income and
financing there was a negative influence. This shows that income has increased, then
financing has decreased. Conversely, revenue decreases and financing increases.

The next factor is the age of the business, where the calculation of the age of the
business is since the first time the business was established. Nurholis et al (2020) in their
research obtained results that the length of business has a positive influence on financing
decisions. The length of life of a business reflects good management and good business
performance. This research is not in line with the results of research by Siswanto et al
(2019) and Bustami et al (2022) that the length of effort on financing decisions has a
negative influence. This is because credit refers more to the capital owned when applying
for financing.

Guarantee is an agreement by the debtor to the bank in the form of physical or non-
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physical where the value of the guarantee is greater than the total financing obtained.
Results of Anggraini &; Widyastuti (2020); Hapsila &; Astarina (2020); Prabowo et al.
(2020); Wau (2020); Setyawan (2020); Kuhn &; Bobojonov (2021); Loppies et al. (2021)
show a positive influence between the value of collateral and financing. It is known that
the higher the value of the guarantee provided, the greater the opportunity for financing
provided. The guarantee in this case is in the form of objects that belong to individuals and
are proven using an official and legal entity.

Another thing is the education factor which is also the influence of financing.
Education is indispensable closely related to the level of financing rationing faced. With a
higher education degree, they may have good managerial capacity to increase efficiency,
so that they become better at handling debt payments (Nurholis et al., 2020). Based on
research conducted by Hon & Ninh (2020) and Chandio et al. (2021) said that education
affects the provision of financing. The higher a person's education, it affects the
understanding of financing and how it is managed. In contrast to the results of research by
Azhar & Farida (2021) that there is no influence between education and financing.

Generally, MSMEs do not have good quality financial statements which results in
banks being hesitant in providing financing. The results of research by Rahayu &
Suprihandari (2022) and Alktrani & Abbas (2021) show that financial statements have an
influence on financing. Quality financial statements can affect the amount of financing
obtained by MSMEs greater than businesses that do not have financial statements. An
important note for business owners to measure the size of the company's scale is the
definition of financial statements. Another purpose of the existence of financial statements
is to understand the profits obtained by entrepreneurs. However, this research is different
from Wijaya (2019) which obtained the quality results of financial statements that have no
influence on the amount of financing provided. Financial statements are important because
they explain the process of making a profit to investors so that it can run smoothly during
business growth. Financial statements can also be a means of explaining to financial
institutions about the management of a business within a certain period of time.

Each bank has its own track record in channeling financing, one of which is about
cultural characteristics (Hamonangan, 2020). Cultural characteristics are characteristics
possessed by a person or group of people that continue in the next generation or can be
said to be hereditary. Culture includes things related to something that includes various
patterns or ways of thinking, feeling, and behaving. Culture must be owned and even
attached to every society. The cultural difference between one community and another lies
in cultural perfection in its development in meeting the needs of its community (Hastuti &
Supriyadi, 2020). Research conducted by Matto & Niskanen (2019) obtained results that
cultural characteristics have a relationship in financing.

Another factor that influences and moderates financing is Islamic financial literacy
(Adomako et al., 2016). According to Mutegi & Kinyua (2015), Islamic financial literacy
can help MSMEs in making decisions such as financial management, proper debt
management, and timely payment of funds. So that it can improve the analysis of
financing feasibility that will be carried out by Islamic banks to help increase MSME
capital. Research conducted by Ayu et al., (2021) explains that Islamic financial literacy
affects the provision of financing carried out by Islamic banks. However, research
conducted by Yulianto (2018) and Jappelli (2010) revealed the opposite that Islamic
financial literacy does not affect the provision of financing carried out by Islamic banks.

Based on the background above, there are differences in research results, so re-
research is needed to strengthen the findings and obtain accurate results.
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2. LITERATURE REVIEW
2.1 Definition of Financing

Financing or grants are funds provided by one party to another to support planned
investments, either made alone or by an organization. In other words, financing is
funding spent to support a planned investment. In terms of finance in Islamic banking,
the technical term is referred to as acquired assets. Interest-generating assets are Islamic
bank investments, both in rupiah and foreign currencies, in the form of financing,
receivables, gard', sharia securities, participation, share capital contributions, temporary
capital contributions, commitments and provisions in account administration and
wadiah certificates (Ulpah, 2020).

According to banking law No. 10 of 1998, financing is the provision of money or
money orders that can be likened to it, based on an agreement or arrangement between
the bank and other parties financed to return funds or bonds after a certain period of
time in exchange or profit sharing. In Islamic banks, the financing provided to fund
users is based on sharia principles. The rules used are in accordance with Islamic law.

2.2 Types of Financing
The types of financing according to Asiyah (2015) in Islamic banking are:

a. Sharia working capital financing, which is financing provided by companies to
finance their business working capital needs based on sharia principles during an
economic cycle.

b. Sharia investment financing is an investment with the aim of obtaining profits or
benefits in the future or can be called medium-term or long-term financing to
purchase assets and equipment needed for the business.

c. Sharia consumer financing, i.e. financing provided for non-commercial and often
personal purposes.

d. Syndicated financing is financing provided to more than one financial institution for
certain financing purposes. This funding is often needed for client partners because
the transaction value is very large.

e. Take over financing is funding arising from the takeover of non-sharia transactions
carried out by Islamic banks at the request of customers.

f. Letter of credit financing is financing provided to facilitate customer import and
export transactions.

2.3 Financing Principles

Islam formulated an economic system that was completely different from any other
system. This is because Islamic economics is rooted in Sharia which is the source and
guideline for the actions of every Muslim. Islam has the purpose of sharia (maqosid ash-
shari'ah) and the guidance of action (strategy) to achieve that goal. The ideal itself is not
only related to human interests to achieve prosperity and a better life, but also has very
important values of fraternity and socio-economic justice and requires a balance of
satisfaction between material and spiritual satisfaction.

In Indonesian society, in addition to the term "debt", the term "credit" is also known
in conventional banking and the term "financing" in Islamic banking. Companies usually
use debt when making loans to other parties. Law No. 10 of 1998 states that sharia
financing is the provision of funds or bills based on agreements or contracts between
banks and other parties that require the return of such funds by the funder or upon
request. in a period of time with profit sharing. Therefore, any institutional Islamic
transaction must be based on a profit-sharing system and business or transactions based
on the exchange of money for goods. As a result, mu'amalah applies the principle of
goods/services, money for goods, to encourage the production of goods/services,
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encourage the smooth flow of goods/services, and avoid credit abuse, speculation and
inflation (Ulpah, 2020).

2.4 Definition of Revenue

Revenue is the amount of wealth at the beginning of a period plus the general yield
obtained not just for consumption in a period. Earning income is the main purpose of
running a business entity where the income can be used to meet the needs of life and for
sustainable business development. Revenue is a key factor that allows us to determine
whether a business is growing or declining (Handayani, 2018). Revenue is very
important for financing. A small amount of income can lead to a reduction in financing
because income is a major factor in paying off loans that have been given. High-income
entrepreneurs often make good use of loans so that they can pay off debts and reduce
loan line problems (Hon & Ninh, 2020).

2.5 Understanding Business Age

Business life is the length of time a business stands, develops and exists. Based on
the deed of establishment, the seniority of the company is calculated since the
establishment of the company or companies. A long-established company allows you to
gain a lot of experience. Business age affects credit allocation because the longer the
business life, the more diverse public information about the business (Handayani, 2018).
According to Bustami et al. (2022), business life also affects revenue because
commercial agents have expertise in the field of operations, which can increase
efficiency and reduce production costs to a minimum compared to revenue. The longer a
commercial person works in the field, the easier it is to understand the wants and needs
of consumers. Entrepreneurs who work longer have their own strategies or ways to
develop their business because they have a lot of business experience and are diligent in
their management work (Jaya, 2018).

2.6 Definition of Guarantee

Guarantee is property pledged by a debtor or borrower to a lending institution or
bank as property or valuables. Guarantee can help reduce payment risk in the event of
default. The collateral must be worth more than the loan provided because the collateral
reimburses losses in default and financial institutions do not want to take this risk (Hon
& Ninh, 2020). The value of the collateral can affect the performance of loans offered by
banks. If the debtor is declared bankrupt or in default, the mortgaged collateral will be
taken to pay off the debt. This makes the value of collateral one of the factors in
providing financing (Siswanto et al., 2019).

2.7 Definition of Education

Education according to Azhar &; Farida (2021) is the level of understanding of a
person to learn well and correctly. A higher level of education facilitates access to loan
applications. More educated entrepreneurs are also easy to understand in terms of
technical knowledge, creativity, and borrowing. Education also plays a major role in
financing decisions (E. Saqib et al., 2018). According to Munir Yusuf (2018) about the
role of education for the community, which is one of the basic needs. These basic needs
prepare humans to be independent and able to take responsibility for themselves or their
environment. It can be concluded that education can train humans to improve their ability
to adapt to their environment so that humans can be accepted in their environment.
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2.8 Understanding Cultural Characteristics

According to Hofstede and Bond (1988) in Matto &; Niskanen (2019) define culture
as a collective program of the mind that distinguishes members of one type of person
from another. They argue that national culture also applies to corporate culture.
According to Huntington (1996), people are more likely to trust and understand others
who share the same language, religion, values, institutions, and culture. The mechanism
of cultural influence on corporate finances through human behavior. National culture
influences our values and attitudes, which is reflected in our behavior. In the nature of a
region there are cultural differences from each other, the values in each community group
are diverse. Language, geographical conditions and beliefs are factors that can influence
a culture (Hastuti &; Supriyadi, 2020).

2.9 Definition of Financial Statements

Financial statements according to Wardiyah (2016) is a documents that contain
financial data about a company that can be used by stakeholders or important parties to
make economic decisions. So, financial statements are informational records of sales
reports. Financial statements are also an important factor in financing decisions. If the
company's financial statements are good, debtors will find it easier to channel financing.
Financial statements become a reference for banks to see whether businesses are able to
repay loans borrowed (Murti et al., 2018).

2.10 Understanding Sharia Financial Literacy

Islamic financial literacy is an activity that aims to increase the knowledge,
confidence and skills of consumers and the entire community for better financial
management based on Islamic finance. Manage financial rights of income and
expenditure wisely and in accordance with the principles of Islamic teachings, namely
eliminating elements such as usury, gharar and maysir (Ruwaidah, 2020). The difference
between Islamic financial literacy and traditional financial knowledge is the principle of
profit sharing, not only profit sharing but also loss sharing. Managing it can bring
prosperity or avoid poverty (Ruwaidah, 2020). Islamic finance means solutions to
financial activities that lead to usury. But in reality, Islamic finance in Indonesia, where
the majority of the population is Muslim, still has a small market share. Financial literacy
can influence an individual's view of their financial well-being and how to make strategic
and effective decisions regarding better financial management and business owners (M.
N. Putri, 2022).

3. RESEARCH METHODS

Research using the mix method or combined research is a combination of
quantitative and qualitative research methods in a study with the aim of obtaining more
complete, relevant, reliable and objective data (Sugiyono, 2018). Meanwhile, the object
of this study is micro entrepreneurs in Malang City with a research sample of 60 micro
entrepreneurs who carry out financing. The population of this study is unknown, but
according to Hair et al (2014) who state that samples can be obtained even though the
population is unknown. By multiplying the number of indicators of this study which
amounted to 11 by multiplying drinking 5 which is 11 x 5 = 55, then rounded to 60.

This research sampling technique uses purposive sampling techniques, the purpose
of using purposive sampling techniques is sampling techniques based on certain criteria
or considerations (Sugiyono, 2019). This research uses primary data, according to
Sugiyono (2019) primary data is a source of data that is submitted directly to data
collectors. Researchers obtain primary data through direct surveys. This research data
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collection technique uses interview techniques, questionnaires, and literature studies.

Table 1. Definition of Research Variables

No.

Variable

Source

Definition

Financing Decision

(Y)

Ulpah, (2020)

Financing or grants are funds
provided by one party to another
to support planned investments,
either made alone or by an
organization.

Revenue (X1)

Handayani, (2018)

Income is the amount of wealth at
the beginning of a period plus the
general yield obtained not just for
consumption in one period.

Business life (X2)

Handayani, (2018)

Business life is the length of time
a business stands, develops and
exists. Based on the deed of
establishment, the seniority of the
company is calculated since the
establishment of the company or
companies.

Warranty (X3)

Hon &; Ninh, (2020)

A guarantee is property pledged
by a debtor or borrower to a
lending institution or bank as
property or valuables. Guarantees
can help reduce payment risk in
the event of default.

Education (X4)

Munir Yusuf, (2018)

Education is a long process carried
out by a person with the aim of
acquiring knowledge, information
and skills from someone who is an
expert in a particular field.

Cultural
characteristics (X5)

Matto &; Niskanen
(2019)

Cultural characteristics are
collective programs of the mind
that distinguish members of one
type of person from another.

Financial statements
(X6)

Wardiyah (2016)

Financial statements are a review
of the company's financial
information with the aim of
explaining the company's
performance during an accounting
period.

Islamic financial

Ruwaidah, (2020)

Islamic financial literacy is an
activity that aims to increase the
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No. Variable Source Definition
literacy (Z) knowledge, confidence and skills
of consumers and the entire
community for better financial
management based on Islamic
finance.
4. FINDINGS

4.1 Descriptive Statistical Test Results

Table 2. Descriptive Statistical Test Results

X1 X2 X3 X4 X5 X6 Z Y
Mean 1.41E+15 | 60.89833 | 1.69E+15 | 175.0150 | 3.960000 | 1.716667 | 4.213333 | 0.516667
Median 1.55E+15 | 35.20000 | 1.84E+15 | 191.1500 | 4.000000 | 1.000000 | 4.200000 | 1.000000
Maximum 1.79E+15 | 358.5000 | 2.06E+15 | 215.5000 | 5.000000 | 5.000000 | 5.000000 | 1.000000
Minimum 1.54E+14 | 10.50000 | 2.07E+13 | 12.00000 | 1.000000 | 1.000000 | 2.800000 | 0.000000
Std. Dev. 4.62E+14 | 68.12298 | 4.42E+14 | 35.59718 | 1.002235 | 1.366570 | 0.465584 | 0.503939

Source : Output Eviews 12, Processed by Researchers (2023)

Based on table 4.5 shows that the variable X1 i.e. income has a minimum value of
1.54 and a maximum of 1.79 with an average value of 1.41 and a standard deviation of
4.62. The variable X2 in the form of business age has a minimum value of 10.5 and a
maximum of 358.5 with an average value of 60.9 and a standard deviation of 68.1. The
variable X3 in the form of collateral has a minimum value of 2.07 and a maximum of 2.06
with an average value of 1.69 and a standard deviation of 4.42. The variable X4 in the
form of education has a minimum value of 12 and a maximum of 215.5 with an average
value of 175 and a standard deviation of 35.6. The variable X5, namely financial
statements, has a minimum value of 1 and a maximum of 5 with an average value of 3.96
and a standard deviation of 1. The variable X6 in the form of cultural characteristics has a
minimum value of 1 and a maximum of 5 with an average value of 1.72 and a standard
deviation of 1.37. Variable Y, namely the decision to provide credit, has a minimum value
of 0.00 and a maximum of 1 with an average value of 0.52 and a standard deviation of 0.5.
Variable Z in the form of Islamic financial literacy has a minimum value of 2.8 and a
maximum of 5 with an average value of 4.21 and a standard deviation of 0.46.

4.1.1 Coefficient of Determination
The coefficient of determination is used to determine the magnitude of the

independent variable in influencing the dependent variable. The results of the calculation
of the coefficient of determination of research are as follows.

Table 3. Coefficient of Determination Test Results
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0.574765

McFadden R-squared
Source : Output Eviews 12, Processed by researchers (2023)

Table 3 shows that the R-squared value is 0.57 or greater than 0.05. This means that
the influence of the independent variable on the dependent variable is 57% while the
remaining 43% is influenced by other variables that are not used in this study.

4.1.2 Model Feasibility Testing

The feasibility of the logistic regression model in this study was carried out using

Hosmer and Lemeshow's Goodness of Fit.

Table 4. Model Feasibility Test Results

H-L Statistics Andrews Statistics Prob. Chi-Sq
7.0782 31.2836 0.5282
Source : Output Eviews 12, Processed by Researchers (2023)

Based on table 4 it can be seen that the value of Prob. Chi-Sq shows a number of
0.528 > 0.05. A significance value greater than 0.05 results in HO not being rejected. This
shows that regression models are feasible to use because there is no difference between the

estimation data of logistic regression models and observational data.

4.1.3 Overall Model Fit
Overall Model Fit aims to find out if the model fits with the data. Hypotheses for

assessing fit are:
HO: Model hypothesized fit with data
Ha: The hypothesized model does not fit the data

Table 5. Overall Fit Test Results

0.000003

Prob(LR statistic)
Source : Output Eviews 12, Processed by Researchers (2023)

Table 5 shows an LR Probability value of 0.000 where the value is greater than 0.05.
It can be concluded that HO is accepted and the hypothesized model fits with the data.

4.1.4 Logistic Regression Equation
This test was conducted to test the hypothesis used by logistic regression tests
against all variables, namely income, business age, guarantees, education, financial
statements, and cultural characteristics of financing decisions. The test results can be seen

in the following table:

Table 6. Logistic Regression Test Results
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Variable Coefficient | Std. Error | z-Statistic Prob. Information
C 5755733 | 267.3198 | 2.153126 | 0.0313
X1 -14.70184 | 6.780265 | -2.168329 | 0.0301 | Significant
X2 -57.22761 | 28.45380 | -2.011246 | 0.0443 | Significant
X3 96.83973 | 40.26625 | 2.404985 | 0.0162 | Significant
X4 -0.152184 | 0.102587 | -1.483459 | 0.1380 | Insignificant
X5 19.00206 | 23.88366 | 0.795609 | 0.4263 | Insignificant
X6 -12.80229 | 10.10523 | -1.266897 | 0.2052 | Insignificant

Source : Output Eviews 12, Processed by Researchers (2023)

The logistic regression equation model is formed as follows:

p(Financing Decision)

= 575.5733 - 14.70184X1 - 57.22761X2 + 96.83973X3 -

1-p(Financing Decision)

0.152184X4 + 19.00206 X5 - 12.80229

Table 7. MRA Test Results

Variable Coefficient | Std. Error | z-Statistic Prob. Information
C 575.5733 | 2673198 | 2.153126 | 0.0313

X1Z 537E-15 | 2.50E-15 | 2.149072 | 0.0316 | Significant
X2Z 55.18477 | 28.51039 | 1.935602 | 0.0529 | Insignificant
X3Z -96.54197 | 40.07490 | -2.409038 | 0.0160 | Significant
X4z 23.57596 | 17.33694 | 1359869 | 0.1739 | Insignificant
X5Z -0.522199 | 1.368835 | -0.381492 | 0.7028 | Insignificant
X6Z 6.760979 | 4.398293 | 1.537183 | 0.1242 | Insignificant

Source : Output Eviews 12, Processed by Researchers (2023)
The equation is formed as follows:
Y = 575.5733 - 14.70184X1 - 57.22761X2 + 96.83973X3 - 0.152184X4 + 19.00206 X5 -

12.80229X6 + S5.37E-15X1Z + 55.18477X2Z - 96.54197X3Z + 23.57596 X4Z -
0.522199X5Z + 6.760979 X6Z

4.2 Classical Assumption Test
4.2.1 Normality Test

The normality test tests whether the variables under study are normally distributed or
not. It is said to be normal when the probability value is greater than the significance value
of 5% or 0.05. To find out the value of normality is to look at the value of Jarque-Bera in
the Eviews 12 program.
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Table 8. Normality Test Results
Jarque-Bera 4.477574

Probability 0.106588

Source : Output Eviews 12, Processed by Researchers (2023)

Table 4.10 shows that the Jarque-Bera Probability value shows numbers 0.106 >
0.05, so it is concluded that this study is said to be normally distributed data.

4.3 Discussion
4.3.1 The Effect of Revenue on Financing Decisions

Based on the results of research data processing that has been done, a coefficient
value of -14.701 and a significance of 0.03 was obtained. It can be said that the first
hypothesis (H1) in the form of income has a negative and significant effect on financing
decisions. This means that the higher the income obtained by micro-enterprises, the more
likely banks are not to provide financing. Islamic banks tend to provide financing to micro
businesses with lower incomes because banks attach importance to their business to
become more developed and advanced.

The results of this study support the findings of Adeosun et al. (2021) which states
that income negatively affects financing. Micro-entrepreneurs with lower incomes tend to
be provided with financing. This aims to increase business development to be more
advanced. The provision of financing to weak micro entrepreneurs should be prioritized in
handling. The provision of financing is very influential in increasing micro business
income (Mahalizikri & Herbi, 2021).

4.3.2 The Effect of Business Age on Financing Decisions

Based on the results of research data processing that has been carried out, a
coefficient value of -57.22 and a significance of 0.04 was obtained. It can be said that the
second hypothesis (H2) in the form of business age has a negative and significant effect on
financing decisions. This means that micro-enterprises that have long caused banks are
less likely to provide financing. However, banks should tend to provide financing to new
micro-businesses or startups.

This research is consistent with the results of research by Bustami et al. (2022),
which states that business life has a negative and significant effect on financing decisions.
The results of this study are supported by the results of questionnaires distributed to micro
business actors, where the majority or most of those who fill out and receive financing are
still new micro business actors, with the age of one to five years. Businesses that have
long used their own capital more for business. These business actors have more experience
on how to process a business in order to survive and generate large income. The income
they have is able to support business improvement without any financing from other
parties. The results of this study are not in line with the results of research by Siswanto et
al. (2019) and Nurholis et al. (2020) which found that business age has a positive and
significant effect on financing decisions.

4.3.3 The Effect of Guarantees on Financing Decisions
Based on the results of research data processing that has been carried out, a
coefficient value of 96.84 and a significance of 0.01 was obtained. It can be said that the
third hypothesis (H3) in the form of guarantees has a positive and significant effect on
financing decisions. This means that the higher the guarantee provided by micro business
actors causes banks to tend to provide financing.
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This research is in line with the results of research by Muneeza & Mustapha (2020),
Kuhn & Bobojonov (2021), Saifurrahman & Kassim (2022) which states that guarantees
have a positive and significant effect on financing decisions. The provision of guarantees
is indeed a requirement for micro businesses to access financing at Islamic banks.
Although there is unsecured financing, the disbursement is relatively small and limited.
Collateral is the property of the borrower or debtor that is transferred to a lender or bank to
reduce financing risk. The value of the collateral provided must be greater than the

requested loan value. Collateral is the last step when the debtor cannot pay his bills (Hon
& Ninh, 2020).

4.3.4 The Influence of Education on Financing Decisions

Based on the results of research data processing that has been done, a coefficient
value of -0.152 and a significance of 0.14 is obtained. It can be said that the fourth
hypothesis (H4) in the form of education has no influence on the decision to provide
financing. The education in this study is the last education taken by micro business actors.

This research is in line with the results of Azhar & Farida's (2021) research which
found that education has no influence on financing decisions. In channeling financing, the
bank does not assess the high and low level of customer education but the most important
thing is related to the business owned. On the contrary, this study contradicts the findings
of Hon & Ninh (2020) and Chandio et al. (2021) which state that education has a positive
and significant effect on financing decisions.

In theory, someone with a high level of education is more free to get access to credit
(E. Saqib et al., 2018). On the other hand, in the fact, business actors who have a low level
of education allow easier access to financing. In this case, it means that micro
entrepreneurs with a high level of education are not necessarily able to manage their own
businesses. Proficiency in managing a business is not seen how high the education is but
how the business actor manages his business so that it always improves.

4.3.5 The Effect of Financial Statements on Financing Decisions

Based on the results of research data processing that has been carried out, a
coefficient value of 19.00 and a significance of 0.42 was obtained. It can be said that the
fifth hypothesis (HS5) in the form of financial statements has no effect on the decision to
provide financing.

In line with the results of this study, Wijaya (2019) stated that financial statements
have no influence on financing decisions. The application of bookkeeping is difficult for
micro-enterprises because of limited accounting knowledge, the complexity of the
accounting process and the assumption that financial reporting is irrelevant for micro-
enterprises. The limitations of micro businesses in making financial statements apart from
not understanding bookkeeping are not enough funds to hire accountants or buy
accounting software to facilitate the implementation of accounting bookkeeping.

4.3.6 The Influence of Cultural Characteristics on Financing Decisions

Based on the results of research data processing that has been carried out, a
coefficient value of -12.8 and a significance of 0.20 is obtained. It can be said that the
sixth hypothesis (H6) in the form of cultural characteristics has no influence on financing
decisions

The provision of financing by banks prioritizes the character of the debtor. By
knowing the character of the prospective customer, the bank can be sure that the financing
distributed is really safe. This is supported by the results of an interview with a bank
orderly who said:
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“... So judging from his efforts, the character of the person is included in the 5Cs.
The 5C analysis is the analysis that banks give confidence to prospective customers
because channeling money is trust..."

In this case, the bank assesses prospective customers more from the character they
have, not from their ethnic origin. The 5C concepts, which is a bank analysis, provides
confidence in providing financing prioritizing character. Character is the belief that the
nature or character of the debtor is truly trustworthy. This is reflected in the client's
professional and personal background. This is a willingness to pay.

4.3.7 Financial Literacy as Moderation

The results of this study show that the variable of Islamic financial literacy that
moderates the relationship of income to the provision of micro business financing obtains
a probability value of 0.0316 smaller than a significant value of 0.05, with a coefficient
value of 5.375, meaning that the variable of moderation of financial literacy has an effect
and strengthens the relationship of income variables to the provision of micro business
financing.

This result is in accordance with research conducted by Ayu et al., (2021), Masithah
et al., (2023), which states that Islamic financial literacy moderates business income for
MSME growth. Islamic financial literacy itself is the ability to manage financial resources
effectively using knowledge and ability to maintain the welfare of MSMEs. Meanwhile,
revenue is one of the assessment factors for banks to distribute financing to be carried out
(Saputra, 2020). This research is also in line with attribution theory about one's attitude
and behavior, where the theory reveals that someone who can do financial management
well is able to maintain their existence in the business world (Masithah et al., 2023).

Based on the results of research that has been carried out with a probability value
obtained of 0.0529 greater than the sig value. 0.05, with a coefficient value of 55.185,
means that (H8) Islamic financial literacy has no effect and does not strengthen and
weaken the relationship between business age variables to financing. This research is in
line with the results of research conducted by Azikin & Hamid, (2023), Ansir et al.,
(2022), and (Hirawati et al., 2021) explaining that Islamic financial literacy does not
affect business age variables and the provision of micro business financing. This is
because the level of Islamic financial literacy of new businesses with old businesses does
not have a significant difference. The ease of obtaining knowledge through technological
developments makes it easier for people to obtain various knowledge, especially in the
field of financial management, so it is not surprising that new businesses do not have
significant differences from old businesses which in fact already have many experiences
related to financial management (Azikin & Hamid, 2023).

The test that has been carried out in this study shows a probability value of 0.061
smaller than the sig value. 0.05, with a coefficient value of -96.541, meaning that (H9) the
moderation variable of Islamic financial literacy affects and weakens the relationship
between the collateral variable and the provision of business financing. These results are
in line with the research of Amraini et al.,(2023), and Yulianto (2018) where in their
research revealed that Islamic financial literacy variables influence and weaken the
relationship between collateral variables and financing decisions. Sharia financial literacy
is the attitude and behavior of individuals who have knowledge and experience related to
financial management or management. Therefore, businesses with good financial
management will manage effectively so as to reduce costs incurred for the production and
distribution process and optimize business income (Susilawati & Puryandani, 2020). Thus,
it can minimize capital needs from third parties and the value of collateral submitted.

Based on the test results, this study obtained a probability value of 0.1773 greater
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than a significant value of the sig value. 0.05, with a coefficient value of 23.576. It can be
concluded that (H10) the variable of moderation of Islamic financial literacy has no effect
and does not strengthen and does not weaken the relationship between the variable of
education and the provision of business financing.

This research is in accordance with research conducted by Defiansih (2021) and
Candera et al., (2020) which revealed that Islamic financial literacy has no effect and does
not strengthen or weaken the variables of education and credit. One of the factors that
affect one's Islamic financial literacy is education. The lack of education and low level of
Islamic financial literacy in Indonesia are one of the reasons for the lack of influence of
Islamic financial literacy moderation variables on education and financing variables at
Islamic banks. In addition, Islamic banks are also still underestimated, even someone who
has a religious background still considers Islamic banks the same as conventional banks
(Nurudin et al., 2021).

The test results of this study showed a probability value of 0.7028 greater than the
sig value. 0.05, with a coefficient value of -0.522, meaning that (H11) Islamic financial
literacy does not have a positive influence on financial statement variables and financing
decisions. The results of this study are related to research conducted by Wijaya (2019)
where the study explained that financial reporting has no influence on financing decisions.
This is due to the understanding of MSMEs related to financial statements owned by
micro businesses is still relatively low, the contributing factor is the lack of knowledge of
micro business owners related to Islamic financial literacy, this also makes banks doubt
the quality of financial statements owned by MSMEs (Candera et al., 2020).

The results of this research test obtained a probability value of 0.124 greater than the
sig value. 0.05 with a coefficient value obtained of 6.761, meaning (H12) the financial
literacy moderation variable has no influence and does not strengthen and does not weaken
the relationship between cultural characteristic variables and financing decisions. The
results of this study are in line with research conducted by Taria et al., (2022), where the
study revealed that character, capacity, capital, collateral, and conditional, do not
significantly affect the amount of financing to be provided by Islamic banks.

5. CONCLUSIONS
Based on the results of testing and data analysis of the determinants of Islamic
banks' decisions in providing financing to micro businesses in the city of Malang, the
following conclusions were obtained:

a. Revenue has a negative and significant effect on financing decisions. Islamic banks
tend to provide financing to micro businesses with lower incomes because banks
attach importance to their business to become more developed and advanced.

b. The age of the business has a negative and significant effect on the decision to provide
financing. Businesses that have a long life tend to use their own costs for business
capital without additional financing from other parties.

c. Guarantees have a positive and significant effect on financing decisions. The reason
the bank pays attention to the guarantee is to avoid default which results in losses to
the bank. This is one way to minimize the risk if the customer is unable to pay the
loan.

d. Education has no influence on financing decisions. The provision of financing does
not see the high and low level of education owned by micro business actors. Micro
entrepreneurs who have a high level of education are not necessarily able to manage a
business, but on the contrary, those with low education can manage a business well.
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e. Financial statements do not affect the decision to provide financing. Micro business
actors still do not understand how to make good financial statements, so that financial
statements do not determine whether or not financing distribution is accepted.

f. Cultural characteristics have no influence on financing decisions. The provision of
financing by banks prioritizes the character of the debtor. By knowing the character of
the prospective customer, the bank can be sure that the financing distributed is really
safe.

g. Islamic financial literacy influences and strengthens the relationship between income
variables and micro business financing. Islamic financial literacy is the ability to
manage financial resources effectively using knowledge so as to increase income.

h. Islamic financial literacy has no effect and does not strengthen and weaken the
relationship between business age variables and financing. Islamic financial literacy
of new businesses with old businesses does not have significant differences. The ease
of obtaining knowledge through technological developments makes it easier for
people to obtain various knowledge, especially in the field of financial management

I. Islamic financial literacy influences and weakens the relationship between collateral
variables and business financing. Businesses with good financial management will
manage effectively so as to reduce costs incurred for the production and distribution
process and optimize business income.

J. Islamic financial literacy has no effect and does not strengthen and does not weaken
the relationship between educational variables and business financing. The lack of
education and low level of Islamic financial literacy in Indonesia are one of the
reasons for the lack of influence of Islamic financial literacy moderation variables on
education and financing variables at Islamic banks.

k. Islamic financial literacy does not have a positive influence on financial statement
variables and financing decisions. Financial statements owned by micro businesses
are still relatively low, the contributing factor is the lack of knowledge of micro
business owners related to Islamic financial literacy

I. Financial literacy has no influence and does not strengthen nor weaken the
relationship between cultural characteristic variables and financing decisions. The
bank considers the character of the customer to find out and evaluate the customer's
ability regarding the ability to make payments and in anticipation to minimize the
risks that may occur.
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