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Abstract: Agro-based small and medium enterprises (SMEs) are currently receiving top priority among policymakers 
of the South Asian Association for Regional Cooperation (SAARC) nations  due to their great contribution to employ-
ment and GDP growth. This study examines the impact of financial literacy on the sustainable competitive performance 
of agro-based SMEs, with a focus on the mediating role of access to digital finance and the moderating role of business 
experience. Using Partial Least Squares Structural Equation Modelling (PLS-SEM), we analysed data from 345 SME 
owner-managers. The results indicate that financial literacy positively affects sustainable competitive performance, with 
access to digital finance serving as a significant mediator. However, business experience does not moderate the relation-
ship between financial literacy and access to digital finance. These findings suggest that improving financial literacy and 
enhancing digital finance access are critical for the sustainable development of agro-based SMEs in the SAARC region.
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The agricultural sector is a cornerstone of economic 
growth and in  poverty reduction, contributing sig-
nificantly to  both the employment (around 60%) and 
national income (about 40%) in  the South Asian As-
sociation for Regional Cooperation (SAARC) coun-
tries. SAARC was established to  collectively address 
regional challenges, with policymakers recognising 
the importance of  prioritising agro-based small and 
medium enterprises (SMEs). Agro-based SMEs in the 

SAARC region face significant challenges despite their 
natural potential (Manzoor et  al. 2019). These chal-
lenges encompass limited resources, low value-added 
to  agricultural products, subpar financial and opera-
tional performance, restricted access to funding, tech-
nological deficiencies, high transaction costs, elevated 
default risk relative to  larger competitors, inadequate 
credit restrictions, limited collateral options, and poor 
management practices (Frimpong et al. 2022; Wu and 
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Huang 2022). Financial literacy (FL) is  particularly 
important for individuals and businesses to make in-
formed decisions for their long-term success and 
growth, as emphasised by Akhtar and Liu (2018). Fi-
nancial literacy alludes to  the information and abili-
ties expected to  oversee individual and hierarchical 
funds successfully, Hasan et al. (2021). It includes the 
capacity to grasp and put into practice financial knowl-
edge, including risk management, borrowing, budg-
eting, and saving and investing, Klapper and Lusardi 
(2020). Furthermore, access to  digital finance (ADF) 
acts as a bridge between financial literacy and sustain-
able competitive performance, facilitating the effec-
tive implementation of financial knowledge and skills 
in a digital environment. Digitisation has the potential 
to facilitate agro-based SMEs’ access to funds through 
web-based investment funds and web banking, making 
it more straightforward to get credits through digital 
platforms, Frimpong et al. (2022). This study recognis-
es ADF as a mediator, considering the growing trend 
of  digitisation worldwide. Scholars have emphasised 
the significance of digitalisation for economies and its 
positive impact on firms’ financial performance (Myo-
vella et al. 2020). Business experience (BE), as a mod-
erator, represents the accumulated knowledge and ex-
pertise gained from previous entrepreneurial ventures 
or  industry-specific experience. Highly experienced 
entrepreneurs are often more skilled at effectively uti-
lising digital finance tools, resulting in a more substan-
tial positive impact on sustainable competitive perfor-
mance (Timothy 2022). The current study contributes 
to the existing knowledge by highlighting the mediat-
ing role of ADF and the moderating role of BE in the 
relationship between financial literacy and the per-
formance of SMEs. The findings provide crucial guid-
ance for policymakers and business leaders to  create 
initiatives to  improve digital finance accessibility, and 
harness business expertise for the sustainable develop-
ment of agro-based SMEs in the digital age.

Theory and hypotheses
Resource-based view (RBV). To  deepen our un-

derstanding of understudy connections, we utilise the 
RBV theory to explore how financial literacy positively 
influences the relationship between ADF and sustain-
able competitive performance (SCP) of  agro based-
SMEs. Wernerfelt (1984) and Barney (1991) initially 
introduced this theory, which posits that the key driver 
for enhancing firm performance and achieving a sus-
tained competitive advantage lies in  the significance 
of  resources a  firm possesses, and resources encom-

pass the assets, capabilities, experience and knowledge 
as stated by (Wernerfelt 1984; Das and Teng 2000; Bar-
ney 2001). RBV asserts that businesses with significant 
and distinctive resources are better positioned to out-
perform rivals and maintain their competitive perfor-
mance over the long term (Chatterjee et al. 2023). Fi-
nancial literacy, as an internal resource, enhances the 
capacity of SMEs to effectively manage their finances, 
make informed decisions, and optimally allocate re-
sources. This proficiency in financial management can 
directly impact the sustainable competitive perfor-
mance of  SMEs (Tian et  al. 2022). When the human 
resources within a firm possess financial literacy, they 
are more likely to make strategic decisions in the selec-
tion, utilisation, management, and disposal of  finan-
cial assets, thereby significantly influencing the firm’s 
performance, Agyapong and Attram (2019). Access 
to digital finance acts as a mediator in this relationship. 
Digital finance tools provide SMEs with improved ac-
cess to financial services, facilitating quicker transac-
tions, better financial planning, and access to capital. 
Through these digital platforms, SMEs can leverage 
their financial literacy to  make strategic decisions, 
allocate resources efficiently, and enhance their com-
petitive positioning (Frimpong et  al. 2022). Financial 
literacy equips managers to  identify and evaluate op-
portunities in digital finance, make wise investments, 
and effectively allocate funds. It also helps them navi-
gate digital financial tools and technology for innova-
tion and operational efficiency (Hossain et  al. 2020). 
Furthermore, within the RBV framework, Wernerfelt 
(1984) emphasises that the heterogeneity of resources 
across firms contributes to a sustained competitive ad-
vantage. In this context, the moderation effect of busi-
ness experience aligns with the notion that the effec-
tiveness of resources (financial literacy and ADF) can 
be  contingent upon the managerial capabilities and 
experience. RBV suggests that the effectiveness of re-
sources in achieving a sustained competitive advantage 
depends on various moderators, such as the organisa-
tional culture or managerial capabilities. Business ex-
perience moderates the link between financial literacy, 
ADF, and SCP. Experienced entrepreneurs might lever-
age their financial literacy more effectively in utilising 
digital financial tools, thereby amplifying the positive 
impact on the SME performance (Hernández-Carrión 
et al. 2016; Ko and McKelvie 2018). Thus, RBV provides 
a solid foundation for understanding how the financial 
literacy, ADF, BE, and SCP of SMEs are interlinked.

Financial literacy and the sustainable competitive 
performance of agro based-SMEs. Financial literacy 
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is vital for the SMEs’ sustainable performance (Eniola 
and Entebang 2017; Agyapong and Attram 2019). It en-
ables informed decision-making, efficient resource al-
location, risk management, and easier access to funding 
(Adomako et al. 2016; Akhtar and Liu 2018; Priyantoro 
et  al. 2023). Insufficient financial knowledge contrib-
utes to  business failure. Proficiency in  financial man-
agement enhances stability and competitiveness (Ki-
munduu et  al. 2016). Research indicates a  correlation 
between financial literacy and the SME performance 
(Dahmen and Rodriguez 2014). Businesses with strong 
financial literacy adapt well to changes and are innovate 
for sustainability (Ye and Kulathunga 2019). In essence, 
financial literacy fosters prudent decision-making, re-
silience, and strategic agility for SME success.
H1: There is  a  positive correlation between financial 

literacy and sustainable competitive performance.
Impact of financial literacy on the digital finance 

acquisition. The influence of financial literacy on the 
adoption and effective utilisation of  digital financial 
services and technology is  crucial (Meoli et  al. 2021; 
Dewi and Setiyono 2022). Higher financial literacy 
enhances the individuals’ comprehension of digital fi-
nance benefits and equips them with the skills to use 
digital platforms and make wise financial decisions 
(Yang et  al. 2023). Financially literate individuals can 
assess the legitimacy of  digital financial service pro-
viders, detect fraud, and safeguard their financial in-
formation (Wu and Huang 2022). Studies show that 
higher financial literacy knowledge correlates with the 
easier use of  digital platforms and conducting online 
transactions (Feng et  al. 2022). Although Buchdadi 
et al. (2020) found a positive impact of financial liter-
acy on financial access, their study did not specifically 
address digital financing. Limited attention has been 
given to the link between financial literacy and digital 
financing in SAARC countries. Thus, the proposed hy-
pothesis states that:
H2: There is a positive correlation between financial lit-

eracy and access to digital finance.
Access to  digital finance and the sustainable 

competitive performance of  SME. Access to  digi-
tal finance refers to utilising digital technologies and 
platforms for financial services (Panos and Wilson 
2020). For SMEs, it enables effective financial man-
agement, credit access, cost reduction, and mar-
ket expansion (Yao and Yang 2022). Digital finance 
fosters SME innovation and performance by  over-
coming geographical barriers and providing access 
to  formal financial services (Margiono 2020; Panos 
and Wilson 2020). It  facilitates establishing a finan-

cial identity, managing cash flows, and making digi-
tal payments. Digital tools reduce transaction costs 
and enhance operational efficiency for SMEs, such 
as  through digital payment systems (Abad-Segura 
and González-Zamar 2019).

Familiarity with technology significantly enhances 
the SME performance, particularly in integrating digi-
tal financial services (Kulathunga et  al. 2020). ADF 
is  crucial for managers seeking to  improve the firm’s 
performance by  capitalising on  financial advance-
ments. However, empirical data on  specific digital 
channels for accessing digital finance are scarce (Kulat-
hunga et al. 2020). Mobile money platforms are widely 
adopted for payments, indicating a  trend of  digitisa-
tion in service delivery. The existing research suggests 
a  positive impact of  digital financial services on  the 
profitability and performance (Abbasi and Weigand 
2017; Ozili 2018), but further extensive research in this 
area is needed to confirm this conclusion.
H3: There is  a  positive relationship between access 

to  digital finance and the performance of  agro-
based SMEs.

Mediating role of access to digital finance in the 
relationship between financial literacy and the per-
formance of agro-based SMEs. Digital finance acqui-
sition refers to  an organisation’s acceptance and use 
of digital financial services and technology, integrating 
platforms like mobile banking and online payment sys-
tems (Miswanto et al. 2024). Financially literate organi-
sations leverage their knowledge to gain a competitive 
advantage (Panos and Wilson 2020). The link between 
financial literacy and SCP is mediated by digital finance 
adoption (Wu and Huang 2022). Financial literacy ena-
bles understanding the value of digital tools for perfor-
mance improvement (Wu and Huang 2022). Adoption 
of  digital financial services enhances the operational 
effectiveness, facilitates finance access, improves risk 
management, and fosters innovation, boosting com-
petitiveness (Butticè and Vismara 2022). Financial lit-
eracy also increases confidence in digital services (Feng 
et al. 2022), motivating organisations to embrace them. 
Agro-SMEs can enhance financial decision-making 
and competitive performance by efficiently leveraging 
digital financial tools (Chen and Zhang 2021). Finan-
cially literate organisations may use their knowledge 
and expertise to leverage their knowledge and abilities 
to gain lasting competitive advantages in the market-
place (Panos and Wilson 2020). For the current study, 
ADF is  perceived as  a  mediator in  the link between 
financial literacy and the SCP of  agro-based SMEs. 
Therefore, we posit that:
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H4: There is a mediating effect of access to digital fi-
nance in the connection between financial literacy and 
the performance of agro-based SMEs.

Moderating role of business experience. Business 
experience (BE) encompasses the knowledge, skills, 
and lessons learned from previous entrepreneurial en-
deavours (Doern et al. 2019). BE enhances the applica-
tion of financial literacy (FL) in real-world contexts, en-
abling entrepreneurs to adapt to market dynamics and 
navigate challenges effectively (Custódio and Metzger 
2014). Entrepreneurs with higher levels of BE are bet-
ter prepared to utilise FL in digital finance acquisition, 
while those with less BE may struggle (Fabeil et  al. 
2020). Professional experience helps entrepreneurs 
establish beneficial institutional contacts, transition-
ing from personal to professional networks over time 
(Hernández-Carrión et al. 2016). Thus, prolonged ten-
ure in a sector strengthens the relevance of the profes-
sional and institutional networks, enhancing the firm’s 
performance. The link between FL and ADF is there-
fore dependent upon an entrepreneur’s amount of past 
business experience. Entrepreneurs with more BE may 
show a greater correlation between FL and ADF. Their 
inability to properly appreciate the consequences and 
opportunities given by  digital financial technologies 
may be hampered by their lack of expertise and expo-
sure to  the intricacies of  corporate operations. Thus, 
we posit that:
H5: Business experience positively moderates the link 

between financial literacy and digital finance ac-
quisition.

The conceptual framework can be found in Figure 1.

MATERIAL AND METHODS

Research design. The study employed a  reflective 
model for its constructs, namely FL as the independ-
ent variable (IV), SCP as the dependent variable (DV), 
with ADF as  the mediator and BE as  the moderator. 

This choice aligns with the theoretical grounding 
of the research, as reflective models are suitable when 
constructs are conceptualised as  latent variables that 
reflect the underlying theoretical frameworks (Colt-
man et al. 2008). Financial literacy and SCP are com-
plex concepts that are not directly observable, but are 
inferred through measurable indicators. By  utilising 
a  reflective model, the study ensured that the meas-
urement of  these constructs accurately represented 
their theoretical concepts, enhancing the validity and 
reliability of the research findings. Additionally, reflec-
tive models facilitate a  deeper understanding of  the 
relationships between the constructs, allowing for the 
comprehensive analysis of the mediation and modera-
tion effects in the proposed model.

Sample and data. The study targeted agro-based 
SMEs across the SAARC region as its study population. 
The research focused on managers as the respondents 
of the research, thus, the survey was answered by own-
er-managers of  small and medium-sized enterprises 
in  this region. To  ensure a  representative sample, the 
study applied Andersen’s (2012) criteria for unlimited 
population sampling, opting for a  random sampling 
technique. Adhering to the guidelines proposed by Kre-
jcie and Morgan (1970) for minimum sample size deter-
mination, a sample of 345 SMEs was selected. The pri-
mary data collection method involved a  standardised 
questionnaire crafted to align with the specific context 
of agro-based businesses. This questionnaire was me-
ticulously designed to  gather comprehensive insights 
relevant to the study objectives. In order to streamline 
the process of  gathering the questionnaire data, the 
researcher provided the managers of  the SMEs in  the 
study area with the option to  complete the questions 
either electronically (using Google Forms) or manually 
(using a printed instrument). The questionnaires were 
distributed to  the respondents after obtaining their 
consent. The data gathering process spanned a  dura-
tion of almost eight weeks in order to attain a prompt 
and substantial response rate. The exercise commenced 
on March 1, 2023, and successfully finished on May 30, 
2023. The exercise was predominantly carried out in-
side the respondents’ allocated time slots. The activity 
was conducted with the assistance of  proficient field 
assistants. The assistants possessed full authority over 
each question item, enabling them to aid the respond-
ents whenever they faced difficulties. Upon gathering 
a sufficient amount of data from participants, the data 
underwent a  comprehensive assessment to  eliminate 
or significantly minimise any errors caused by incom-
plete or inaccurately filled out questionnaires. The data 

Business
experience

Financial
literacy

Access to
digital �nance

Sustainable
competitive
performance

Figure 1. Conceptual framework

Source: Authors’ own elaboration
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was subsequently coded with great attention to detail 
in order to eliminate any instances of missing informa-
tion. The data was inputted, processed, and analysed 
using the Statistical Package for Social Sciences (SPSS) 
and Smart PLS-SEM software subsequent to coding.

Prior to  administering the questionnaires, ethical 
considerations including informed consent were im-
plemented. Anonymity and plagiarism policies were 
followed, with data collection conducted solely by the 
researcher. Participants’ data was discarded after the 
study, digitally stored on a Google Drive for security. 
Questionnaires excluded identifying information and 
were not distributed publicly or  to the media, exclu-
sively intended for research purposes. The measure-
ment of the variable constructs was based on previous 
studies (Table 1) and the individual variable items are 
described in Table S6 in the Electronic Supplementary 
Material (ESM). The demographics of  the study re-
spondents are presented in Table S1 in the ESM.

RESULTS AND DISCUSSION

Structural equation modelling is a valuable method 
for complex model estimation, including higher-order 
constructs. To ensure accurate interpretation, it is cru-
cial to  begin with a  measurement model evaluation. 
This involves assessing the model’s dependability and 
convergent validity, as shown in Table 2. We gauge the 
dependability using factor loadings, retaining compo-
nents with loadings over 0.7. These loadings reflect 
how well something represents a  construct’s concep-
tual domain. Maintaining loadings above 0.7, as  rec-
ommended by Cheah et al. (2018), indicates good in-
ternal consistency, ensuring that test items consistently 
measure the same construct.

This research uses two diagnostic methods to assess 
the internal consistency dependability, namely com-

posite reliability (CR) and rho-A. The composite reli-
ability, considered a precise gauge of reliability in PLS-
SEM (Hair et al. 2017), measures the shared variance 
among the observed variables and latent construct in-
dicators (Fornell and Larcker 1981). It  is essential for 
the CR to exceed 0.708 to meet the test’s requirement, 
although a range between 0.60 and 0.70 is suitable for 
exploratory research.

Test of convergent and discriminant validity. The 
standard practice utilised the omission of  reflected 
indicators with loadings of  less than 0.700 from the 
measurement model, according to  Hulland (1999), 
although some writers of  flexible criteria sometimes 

Table 1. Measurements of the study variables

Variable No.of 
items Measurement source

Financial literacy (FL) 15 Huston (2010); Yang 
et al. (2018)

Access to digital finance 
(ADF) 23 Guo et. al. (2020); Wu 

and Huang (2022)
Business experience (BE) 15 Ying et al. (2019)
Sustainable competitive 
performance (SCP) 14 Degong et al. (2018)

See Table S6 in the Electronic Supplementary Material 
(ESM) for the item description.

Table 2. Reliability and convergent validity assessment of 
measurement constructs

Variables and indicators Factor 
loading rho_A

Composite 
reliability 
(rho-C)

AVE

Financial 
literacy

FL11 0.836

0.929 0.943 0.732

FL2 0.858
FL3 0.873
FL4 0.862
FL5 0.827
FL9 0.877

Business 
experience

BE1 0.901
0.889 0.930 0.816BE10 0.884

BE3 0.925

Access
to digital 
finance

ADF18 0.801

0.914 0.932 0.696

ADF19 0.802
ADF20 0.825
ADF21 0.862
ADF22 0.863
ADF23 0.850

Sustainable 
competitive 
performance

SCP1 0.739

0.953 0.957 0.653

SCP10 0.868
SCP11 0.727
SCP12 0.876
SCP14 0.738
SCP2 0.804
SCP3 0.780
SCP4 0.880
SCP5 0.794
SCP6 0.815
SCP8 0.832
SCP9 0.827

AVE – average variance extracted; see Table S6 in the Electronic 
Supplementary Material (ESM) for the indicator description
Source: Authors’ own elaboration
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advocate factor loadings surpassing 0.6. Testing of the 
convergent and discriminant validity was undertaken 
in  addition to  the indicator reliability test. Analy-
sis of  the indicators’ outer loadings and the generally 
extracted variance were also calculated. The hidden 
variable must account for at least 50% of the variation 
in each indicator for a judgment to be made. The outer 
loading was predicted to  be more than 0.708 or  0.5 
squared. Convergent validity is the idea that measures 
of the same construct have a stronger correlation with 
the underlying construct than measures of  distinct 
constructs. All the components listed in Table 2 dem-
onstrate convergent validity since their average vari-
ance extracted (AVE) scores exceed 0.5. Discriminant 
validity was assessed through a diagnostic test, utilis-
ing the cross-loading and heterotrait-monotrait cor-
relation ratio (HTMT) measures, which are presented 
in  Tables 2–4 as  the evaluation criteria. According 
to Henseler et al. (2015), the cross-loading method for 
establishing discriminant validity involves observing 
a construct indicator’s limited association with all the 
other constructs, except the one it is primarily linked 
to. The outcomes presented in Table 2 reveal that the 
indicators exhibit stronger loadings on  their respec-
tive parent constructs compared to the cross-loadings 
on the alternative constructs, which validates the use 
of  cross-loadings for achieving discriminant validity. 
The PLS algorithm technique is employed to generate 
these cross-loading values (as seen in  the table), and 
their discriminant validity can be  assessed. The find-
ings illustrated in Table 3 indicate that the indicators 
possess stronger loadings on their original constructs 
in comparison to the cross-loadings on the other con-
structs, providing further support for the appropriate-

ness of  utilising cross-loadings to  establish discrimi-
nant validity.

To determine if an indicator is discriminately valid, 
the HTMT and the cross-loadings were utilised (Ta-
ble 3). A final number near one in the HTMT, which 
is thought to be more reliable, indicates a lack of dis-
criminant validity. Henseler et al. (2015) recommends 
a  threshold value of  0.90. In  contrast, a  lower, more 
cautious threshold value of 0.85 is recommended when 
conceptions are conceptually more diverse, Hense-
ler et al. (2015). As a result, indicators perform better 
at  differentiating across constructs when the HTMT 
ratio is below 0.85. The majority of the HTMT values 
(Table 3) meet the stricter criteria of 0.85, and they all 
fall below the value of 0.9. Kline (2011) asserts that in-
dicators considerably perform well in  discriminating 
between the unrelated constructs and loading highly 
on the parent constructs, according to the HTMT. Ta-
bles S2–S5 in the ESM contain important quality crite-
ria, the total indirect effects, the special indirect effects 
and the total effects, respectively.

Collinearity diagnostics. The collinearity, relevance 
and significance of  the structural model, effect size, 
overall impact of the exogenous components, and the 
predictive capacity of  the path model were assessed 
further. We  conducted a  preliminary test to  miti-
gate potential collinearity issues and ensure accurate 
estimation of  the path coefficients in  the structural 
model. Hair et al. (2017) guided us, indicating that a 
substantial number of  variance inflation factor (VIF) 
values exceeding 5 to signify the presence of collinear-
ity issues. An  alternate, more rigorous criterion pro-
posed by Becker suggests that VIF values in the range 
of 3 or below are preferable (Duarte and Amaro, 2018).

Test for the moderating effect. The moderator sets 
the necessary parameters in order for there to be a re-

Table 3. Heterotrait-monotrait ratios for discriminant 
validity

Construct
Access 

to digital 
finance

Business 
experience

Financial 
literacy

Sustainable 
competitive 
performance

Access to 
digital finance  – – – –

Business 
experience 0.536 – – –

Financial 
literacy 0.589 0.530 – –

Sustainable 
competitive 
performance

0.682 0.638 0.680  –

Source: Authors' own elaboration from Smart PLS

Table 4. Variance inflation factors for multicollinearity 
assessment

Constructs VIF
Financial literacy → Sustainable competitive 
performance 1.424

Financial literacy → Access to digital finance 1.374
Access to digital finance → Sustainable 
competitive performance 1.424

Business experience → Access to digital finance 1.417
Business Experience × Financial literacy → Access 
to digital finance 1.279

VIF – variance inflation factor
Source: Authors’ own elaboration
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lationship between a  forecast and an  outcome vari-
able. This means that the moderating variable affects 
the kind and strength of the link between a predictor 
and an outcome variable. Following Pokhariyal (2019), 
moderators may be qualitative or categorical (e.g. de-
pending on the sex, race, or class) or continuous and 
or  discrete (e.g. income or  level of  reward). Modera-
tors can increase, reduce, or even reverse the impact 
of  a  prediction on  an outcome. The study’s ultimate 
goal was to  investigate the moderating impact of  the 
business experience on  the relationship between the 
financial literacy and ADF. A bootstrapping approach 
was used to determine the moderating hypotheses’ rel-
evance, and the results are shown in Table 5.

Test for the mediation. In a mediation analysis, a third 
variable, known as the mediating variable, is introduced 
between two related constructs, as outlined by Hair et al. 
(2017). This mediating variable helps establish a connec-
tion between the dependent and independent variables, 
confirming their relationship. The results of several di-
rect and indirect impacts are shown in Table 5.

Structural model. The structural model (PLS-SEM) 
figure shows that there is  relationship between FL, 
digital finance, and SCP. Results show that financial lit-
eracy has a positive impact on SCP and digital finance.

The structural model is depicted in Figure 2.
Discussion. The study explores the intricate re-

lationships among FL, ADF, BE and SCP within the 
context of  agro-based small and medium enterprises 
(SMEs). The structural model results reveal significant 
path coefficients and statistical support for the pro-
posed hypotheses. Financial literacy emerges as a piv-
otal internal resource, positively influencing both the 
sustainable performance and ADF. The statistically 
significant robust path coefficient β2 = 0.613 signifies 
the substantial impact of financial literacy on enhanc-
ing the SMEs’ capacity to make strategic decisions, ef-
fectively manage finances, and navigate the complexi-

ties of the digital finance landscape. This finding aligns 
with the RBV, which emphasizes the significance of in-
ternal resources, including knowledge and capabilities, 
in achieving a sustained competitive advantage (Wer-
nerfelt 1984; Barney 1991).

Access to digital finance is  identified as a mediator 
in  the relationship between the financial literacy and 
sustainable performance. Digital finance tools provide 
SMEs with improved access to financial services, facili-
tating quicker transactions, better financial planning, 
and access to capital. The positive and statistically sig-
nificant correlation coefficient between the ADF and 
SCP β1 = 0.431 underscores the importance of leverag-
ing digital platforms to  enhance the overall business 
operations and competitiveness. This aligns with the 
evolving landscape of financial services, where digitali-
sation plays a pivotal role in improving efficiency and 
accessibility.

This study also explored how business experience 
moderates the link between FL and ADF for agro-based 
SMEs in the SAARC countries. Furthermore, it investi-
gates how ADF mediates the relationship between FL 
and SCP. The interaction term has a  path coefficient 
of –0.003, an SD of 0.015, and a t statistic of 0.195, with 
a P-value of 0.845. This indicates that the interaction 
effect between business experience and financial lit-
eracy on the path to SCP through ADF is not signifi-
cant. This means that ADF from the model in Figure 2 
partially mediates the relationship between FL and 
SCP of agro-based SMEs in the SAARC. Also, the in-
troduction of BE dampens the relationship between FL 
and ADF and ultimately to the firm’s performance. The 
RBV asserts that businesses with significant and dis-
tinctive resources are better positioned to outperform 
rivals and maintain their competitive performance 
over the long term (Chatterjee et al. 2023). Specifically, 
in  this context, intangible and internal resources like 
financial literacy and business experience are valuable 

Table 5. Path coefficients for direct and indirect effects on sustainable competitive performance

Relationships Path coefficient SE t statistics P- values
Financial literacy → Sustainable competitive performance (β2) 0.613 0.057 10.671 0.000
Financial literacy → Access to digital finance (β5) 0.426 0.075 5.646 0.000
Access to digital finance → Sustainable competitive performance (β1) 0.431 0.073 5.927 0.000

Financial literacy → Access to digital finance → Sustainable 
competitive performance (β3) 0.184 0.035 5.276 0.000

Business Experience × Financial literacy → Access to digital finance 
→ Sustainable competitive performance (β4) –0.003 0.015 0.195 0.845

Source: Authors’ own elaboration
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resources that managers can leverage to  improve the 
SCP of agro-based SMEs.

Table S4 in  the ESM shows that there is  a  signifi-
cant direct relationship between the BE, ADF, and 
SCP (β3 = 0.132, t = 2.795, P = 0.0005). This indicates 
that higher business experience is positively associated 
with better access to and utilization of digital financial 
services. However, there is no significant moderation 
effect that was observed. Business experience does 
not enhance the relationship between FL and ADF 
(β4 = –0.0003, t = 0.195, P = 0.845). The results suggest 
that ADF partially mediates the relationship between 
FL and the SCP of  agro-based SMEs in  the SAARC. 
This implies that financially literate managers can use 
their knowledge to  gain lasting competitive advan-
tages through digitisation. This can lead to  increased 
customer reach, higher sales, and improved perfor-

mance (Margiono 2020; Panos and Wilson 2020; Frim-
pong et al. 2022; Yao and Yang 2022). Businesses with 
strong financial literacy are more inclined to recognise 
the benefits of using digital financial tools effectively, 
which can enhance their sustainable competitive per-
formance, Wu and Huang (2022). Adopting digital fi-
nancial services can improve the operational efficiency, 
ease access to finance, enhance the risk management, 
and foster innovation, all contributing to a company’s 
competitive advantage (Butticè and Vismara 2022).

Moreover, BE negatively affects the link between 
FL and ADF which suggests that business experience 
enhances the agro-based SME owners’ ability to apply 
financial literacy in real-world contexts, adapt to mar-
ket dynamics, and navigate challenges effectively. Their 
extensive experience allows them to craft more refined 
financial policies for their companies and minimise ex-
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Figure 2. Structural model results with path coefficients

BE – business experience; FL – financial literacy; ADF – access to digital finance; SP – sustainable performance; the figure 
displays the results of the objective tests at a 5% significance level
Source: Authors’ own elaboration
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penses, resulting in  superior performance (Custódio 
and Metzger 2014). Furthermore, the prevailing be-
lief suggests that the business and industry experience 
of  top managers and founders equips them to secure 
vital financial and non-financial external resources 
crucial for the success of new ventures (Ko and McKel-
vie 2018). However, entrepreneurs with little business 
experience could find it difficult to apply their financial 
literacy abilities to  the purchase of  digital financing. 
The lack of expertise and exposure to digital financial 
technologies can hinder their ability to understand the 
consequences and opportunities in  corporate opera-
tions (Fabeil et al. 2020). Entrepreneurs with limited BE 
may benefit from practical training, such as real-world 
case studies and hands-on learning, to bridge the gap 
between financial literacy and ADF.

CONCLUSION

This study illuminates the pivotal role of  financial 
literacy and access to digital finance in enhancing the 
sustainable competitive performance of  agro-based 
SMEs in SAARC countries. The findings indicate that 
financial literacy has a  significant impact on  sustain-
able competitive performance, with access to digital fi-
nance acting as a crucial mediator in this relationship. 
Nevertheless, the influence of  business experience 
on the relationship between financial literacy and ac-
cess to digital finance was not statistically significant.

These insights have several implications. For poli-
cymakers, it is recommended to prioritize the imple-
mentation of  financial literacy programs tailored for 
SME managers, with the objective of equipping them 
with the requisite knowledge and skills to enable in-
formed financial decision-making. Enhancing the ac-
cessibility and usability of digital finance platforms can 
further strengthen the financial capabilities of  agro-
based SMEs, enabling them to  leverage digital tools 
for improved operational efficiency and market com-
petitiveness.

For digital financial service providers, there is an op-
portunity to  develop customized solutions that cater 
specifically to  the unique needs of  agro-based SMEs. 
By addressing the barriers to digital finance adoption, 
such as technological infrastructure and user training, 
service providers can play a vital role in  the financial 
inclusion of these enterprises.

Future research could adopt a longitudinal approach 
to capture the temporal nature of financial literacy and 
its impact on SME performance. Furthermore, extend-
ing the study to encompass additional countries within 

the SAARC region would enhance the generalizabil-
ity of  the findings. Further investigations could also 
explore the impact of  other factors, such as  capacity 
building, skill development, and environmental and 
social sustainability practices, on the sustainable com-
petitive performance of SMEs.

In conclusion, this study emphasizes the pivotal role 
of  financial literacy and digital finance access in  fos-
tering the sustainable growth and competitiveness 
of  agro-based SMEs. By  fostering these capabilities, 
stakeholders can contribute significantly to  the eco-
nomic development and poverty alleviation efforts 
in the SAARC region.
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