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Abstract: The financial well-being of micro-entrepreneurs is a multifaceted concept that encompasses both 
financial stability and personal satisfaction with one's financial situation. The pandemic experienced by the 
country has affected people from all walks of life, including micro-entrepreneurs. These self-employed people 
not only scored the lowest when it comes to financial behaviors but they are also the most vulnerable in terms 
of financial well-being. This study intends to fill a gap in the literature by looking at the factors that influence 
micro-entrepreneurs' financial well-being in Malaysia. A systematic review of reviews was conducted through 
electronic databases between January 2018 and December 2022 using refined search methods, such as the 
Boolean operator, phrase searching, truncation, wild card, and field code functions, based on enriched 
keywords: ("FINANCIAL WELL-BEING*" OR “FINANCIAL WELLBEING) AND ("MICRO-ENTREPRENEUR* OR 
“MICRO-ENTERPRISE*"). Scopus and Web of Science were selected as the two primary databases to search for 
relevant articles and materials for the review. The results demonstrate the incorporation of several variables 
into the proposed framework of financial well-being of micro-entrepreneurs, namely social trust, social 
networks, financial self-efficacy, and financial innovation as a mediator. The proposed framework is derived 
from the Social Capital Theory and the Social Cognitive Theory, as well as reviews of past empirical studies.  
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1. Introduction 
 
Micro-enterprise is defined as an enterprise with a sales turnover of less than RM300,000 or having 
employees of less than five (SME Corp., 2023). It can be said that micro-entrepreneurs are individuals who 
manage micro-enterprises. The term micro-enterprise and micro-entrepreneurs has been widely used with 
other term as well. For instance, informal employment has been interchangeably used with micro enterprises 
(Edusah, 2013; Lewis, 2020), while Lubell (1991) identified micro-enterprise with the modern informal 
sector. Apart from that, Edusah (2013) also relates the concept of micro-enterprise to small-scale industries. 
 
The financial well-being of micro-entrepreneurs may include having access to financial resources such as 
loans, grants, and other forms of financing, as well as being able to manage their finances efficiently. This 
includes keeping accurate financial records, understanding their cash flow, managing their expenses, and 
investing in their business growth (Ramli & Yekini, 2022). In addition to these financial factors, financial well-
being for micro-entrepreneurs also includes aspects of personal satisfaction, such as feeling confident about 
their financial situation, having a positive outlook towards their financial future, and feeling fulfilled by their 
work (Sabri, Wahab, Mahdzan, Magli, & Rahim, 2022). Overall, financial well-being for micro-entrepreneurs is 
a multifaceted concept that encompasses both financial stability and personal satisfaction with one's financial 
situation. 
 
However, there are several issues pertinent to the financial well-being of micro-entrepreneurs. The pandemic 
covid-19 experienced by the country has affected people from all walks of life, including micro-entrepreneurs. 
Despite recent global health improvements, people around the world continue to face complicated, 
interrelated threats to their health and well-being that are embedded in social, economic, political, and 
environmental (World Health Organization, 2021). A report by AKPK in 2018 revealed that self-employed 
people scored the lowest when it comes to financial behaviors and they are the most vulnerable in terms of 
financial well-being. People may have trouble saving because they have to make do with less money than they 
would like because of the high cost of living. This, in turn, means that they don't have enough extra money to 
put towards savings. Moreover, the fact that more than 90 percent of micro-enterprise and informal 
businesses have no insurance coverage and 70 percent have no safety nets to fall back on if they lose their jobs 
(MEDAC, 2021) further increases the concern about the sustainability of micro-enterprises.  
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Achieving financial well-being requires effective financial management, access to financial resources, and a 
positive mindset toward one's financial future (Bank Negara Malaysia, 2022). This is a challenge for most 
because micro-entrepreneurs are struggling to generate enough revenue to cover their expenses, leading to a 
situation where they are unable to pay their debts and bills (The Star, 2021). The financial well-being of a 
micro-entrepreneur also can influence the likelihood of successfully managing bankruptcy (Khan, Dankiewicz, 
Kliuchnikava, & Oláh, 2020). If an entrepreneur has a good understanding of their financial situation and has 
taken steps to manage their debts before declaring bankruptcy, they may be able to recover and start anew. 
Therefore, having a healthy financial well-being is important for micro-entrepreneurs. 
 
As a result, several studies have focused on certain aspects of financial well-being, such as social trust (Baktir 
& Watson, 2021; Tupminen & Haanpää, 2022), social networks (Tupminen & Haanpää, 2022; Li, 2016), and 
financial self-efficacy (Nguyen, 2022; Naveed, Farah, & Hasni, 2021). Therefore, the objective of this study is to 
propose a framework of social trust, social networks, financial knowledge, and financial self-efficacy on the 
financial well-being of micro-entrepreneurs in Malaysia, as well as financial innovation as the mediating 
variable. 
 
2. Literature Review 
 
Theoretical Foundation: In determining the conceptual framework, Social Capital Theory and Social 
Cognitive Theory are used as the underpinning theories. Social Capital Theory underpins the current study 
with its notion that social relationships are resources that may be used to facilitate the growth and 
accumulation of human capital through time (Machalek & Martin, 2015). The term "social capital" refers to 
the relationships that exist between people who live in a certain society. Social capital facilitates the flow of 
resources and the introduction of new ideas into an organization (Thomas & Gupta, 2021). 
 
The concept of social capital has a long history, but it was Bourdieu (1986), Coleman (1988) and Putnam 
(1993), who laid the groundwork for its inclusion in academic and policy discussions. Bourdieu considered 
social capital as a characteristic of an individual rather than a society. He also pointed out that a person's 
ability to exercise power over the group or individual who is responsible for the mobilization of resources is 
facilitated by their level of social capital (Claridge, 2018). The concept of social capital by Coleman laid the 
foundation for Robert Putnam’s theory. As opposed to Bourdieu and Coleman, Putnam defined social capital 
as the amount of participation, civic engagement, and trust, which makes it a public good (Tzanakis, 2013). 
His theory also claimed that social capital shifts from being something held individually to being something 
owned collectively.  
 
Moreover, Putnam (1993) mentioned that sources of social capital (i.e., trust, norms, networks) are inclined to 
build on themselves and get stronger over time, as people make connections and build trust when working 
together. Therefore, social capital is found in one’s network and more specifically, in one’s connections with 
others. Additionally, in outlining the elements of social capital, Putnam specifically identified norms, 
participation, and trust, whereas Bourdieu and Coleman’s operationalizations were quite vague. However, 
when seen from a Bourdieusian viewpoint, social capital may be defined as being tied to one's social 
network's power and prestige, but when viewed from a Colemanian perspective, it might include reciprocal 
norms, network size, and social support (Michalos, 2022). Hence, this study intends to incorporate the 
features of social networks and social trust derived from the theory in assessing micro-entrepreneurs 
financial well-being. 
 
Social cognitive theory by Bandura (1991) asserts that people's beliefs of their abilities have an impact on 
every aspect of their lives, including their goals, their choices, and their resolve to complete tasks, positive or 
negative patterns of thinking, and the degree to which they persevere in the face of difficulties (Bandura, 
1991). The theory also emphasizes external and internal social reinforcement while considering the specific 
ways in which individuals earn and sustain behavior (LaMorte, 2019). Therefore, it is seen as a way to 
improve well-being by aiming at improved emotion, cognitive processes, behavioral abilities, or the 
modification of the social settings in which they live and work (Pajares, 2002). Thus, this current study 
proposes the variable of financial self-efficacy derived from social cognitive theory and its relationship to the 
financial well-being of micro-entrepreneurs. 
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Financial Well-being of Micro-Entrepreneurs: Financial well-being can be referred to as a person’s 
financial situation in which they have enough resources to live comfortably, content, and worry-free (Iramani 
& Lutfi, 2021). Consumer Financial Protection Bureau also described it as having financial stability as well as 
financial freedom of choice, both in the now and in the future. Studies on the financial well-being of micro-
entrepreneurs yield very limited results. For instance, Eid et al. (2023) aimed to assess the economic health of 
SME proprietors in the governorate of Damietta. The data for this study was gathered from 384 SMEs by 
administering a questionnaire and then analyzed using structural equation modeling (SEM). A strong 
correlation between financial literacy levels and well-being was found in the research. Furthermore, Azman et 
al. (2021) explored the effects of Islamic microfinance on the financial well-being of micro-entrepreneurs and 
found a significant relationship between investment, and expansion towards financial well-being. War & 
Wadk (2016) studied the financial literacy of Sri Lankan micro-entrepreneurs towards financial well-being 
and discovered that investment and retirement strategies have the most central impact on financial well-
being, while money, credit, debt, and risk management showed insignificant impact.  
 
In another context of the study, García-Mata et al. (2022) analyzed the effects of sociodemographic 
characteristics, family characteristics, and economic characteristics on financial well-being in Mexico and 
found that contributing factors that improve one's financial well-being are the level and consistency of one's 
income, level of education, marital status, age, and employment status. Nguyen (2022) carried out an analysis 
of financial well-being and found that there is a strong relationship between financial well-being and financial 
problems, financial literacy, financial knowledge, and financial self-efficacy. The researcher also noted that 
prior studies measure financial well-being by using a variety of objective characteristics such as income, 
socio-demographic characteristics, and investment performance of their debt level. Furthermore, according to 
She et al. (2022), financial well-being is affected by subjective financial knowledge, financial attitude, and 
locus of control, while financial behavior mediates relationships. The findings also demonstrate that an 
individual's psychological beliefs give rise to their acts and are the primary motivating factor behind a 
person's behavior, which in turn affects their financial well-being. 
 
Previous studies on financial well-being can be clustered into three approaches: objective measurement (such 
as income and wealth), subjective measurement (such as personality, attitudes, and knowledge) and a 
combination of objective and subjective measurements. (Brüggen, Hogrev, Holmlund, Kabadayi, & Löfgren, 
2017). According to Ismail, Kumaran, Munawwarah, Muhammad & Sarifuddin (2021) because only an 
individual can accurately assess the level of his or her financial well-being, the subjective method may be the 
most appropriate measurement tool. Nevertheless, there are still other aspects to consider, such as the 
number of people living in the home, the monthly household budget, the amount of debt owed, and the 
number of stressors in one's life. 
 
However, the determinants of financial well-being specifically in the context of micro-entrepreneurs in 
Malaysia are yet to be fully discovered. There is room for the development of research studies that differ from 
those covered by previous researchers in terms of level of income, demography, consumption pattern, 
employment, and lifestyle. The current study, therefore, proposed the factors of social trust, social networks, 
financial self-efficacy, and financial innovation toward micro-entrepreneurs’ financial well-being. 
 
Antecedents of Financial Well-Being of Micro-Entrepreneurs 
 
Social Trust: Social trust can be defined as putting one’s faith in strangers in the community, and 
demonstrating dependence on humanity’s goodwill (Bai, Gong, & Feng, 2019). It is also a fundamental 
foundation for relationships between individuals and society (Kwon, 2019). Social trust has been used in 
previous literature in a variety of contexts and has been found to contribute to economic growth (Beugelsdijk, 
Groot, & Schaik, 2004), financial development (Guiso, Sapienza, & Zingales, 2004), government efficiency 
(Knack, 2022), and the use of open business-to-business e-commerce (Qu, Pinsonneault, Tomiuk, Wang, & Liu, 
2015).  
 
Furthermore, social trust is an indicator that indicates social progress and contributes to personal life 
satisfaction, and it has also been proven to be substantially related to people's subjective well-being (Li & He, 
2022). Aside from that, as a study by Barrafrem, Tinghög, & Västfjäl (2021) reveals, during the pandemic 
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Covid-19, faith in the government in managing the crisis had a significant influence on the general 
population's well-being. Moreover, the research emphasized the need for people's faith in government 
organizations that are functioning well to aid in dealing with not just the issues linked with healthcare but 
also the financial concerns caused by the epidemic. 
 
Social Networks: Economists have recently examined a third factor in the relationship between income and 
well-being: social networks, also referred to as social connections or relationships with friends, coworkers, 
and even community, can all be regarded as forms of social capital (Yeo & Lee, 2019). When it comes to getting 
financial advice, social networks and close personal ties are the most cost-effective routes to pursue, 
particularly when trust is a significant factor in the choice to seek financial guidance (Lachance & Tang, 2012). 
Another study by Ladha et al. (2017) outlined social networks as one of the four key elements in 
understanding financial health in developing countries. It was further stated that individuals who use formal 
financial goods as well as those who do not utilise official financial products often turn to social networks for 
assistance in coping with difficulties. 
 
Conducted research on the effect that social networks have on one's well-being involving the adult population 
of Australia. It was found that life satisfaction and well-being is strongly influenced by one’s structure of social 
networks, social bond, and social support, while also discovering relational social restrictions and limitation 
in their networks. It was further implied that social networks have both good and bad effects on well-being. 
Likewise, Thomas and Gupta (2021) stressed how employees’ financial well-being may be affected by their 
social networks, and the impact of strong ties in a network is often associated with social capital.  
 
Financial Self-Efficacy: Financial self-efficacy is defined as the amount of confidence that a person has in 
their capacity to access, utilize, and make financial decisions, as well as cope with a difficult financial 
circumstance (Ghosh & Vinod, 2017). According to Stajkovic and Luthans (1998), those with strong self-
efficacy may be able to expend sufficient effort that, if properly applied, may result in beneficial outcomes, 
while people with low self-efficacy will almost certainly give up too soon and will be unsuccessful. Higher 
financial self-efficacy is associated with more productive financial behaviors and a sense of well-being 
(Farrell, Fry, & Risse, 2016). Moreover, conducted a study on financial well-being and the factors affecting 
them, involving students in Ho Chi Minh City, Vietnam. The students' financial well-being depends heavily on 
their level of financial self-efficacy, which is one of the crucial factors. Moreover, according to the findings of 
the study, having faith in one's ability to make and carry out sound financial decisions is a key factor in 
achieving financial well-being. This is in line with the findings by Renaldo et al. (2020) where financial self-
efficacy was found to be a strong predictor of a person's ability to fulfill their personal goals, and they are 
more likely to improve their financial well-being. The study also asserted that having financial self-efficacy is a 
person's confidence that they are capable of taking the necessary steps to accomplish a goal and their ability 
to carry out their duties.  
 
Financial Innovation as a Mediator: Financial innovation is expected to be a mediator between social trust, 
social networks, and financial self-efficacy. Financial innovation can be described as any new products, 
platforms, and processes that introduce or improve new ways a financial activity is carried out (Khraisha & 
Arthur, 2018). After the outbreak of the pandemic covid-19, many businesses are unable to operate as 
effectively as they once did. As business models adapt to new market conditions, competitive advantages 
change dynamically, and the qualities that once distinguished a company may become less significant (Am, 
Furstenthal, Jorge, & Roth, 2020). Many financial innovations have undoubtedly benefited economic 
development, and the link between financial and economic advancement is well established (Levine, 2005; 
Nguena, 2019). Studied mediating effects of financial innovations between behavioral factors and financial 
inclusion of micro-enterprises in Kenya by using a positivist approach and explanatory research design. The 
findings showed that financial innovations mediated the relationship between each of the behavioral factors 
(self-control, confidence, social proof) and financial inclusion. It was also determined that the introduction of 
financial innovations including mobile payments, agency banking, and developing financial products has not 
only increased the number of new markets, but also the availability of innovative financial services products, 
which all contribute to optimal financial decisions, growth opportunities, and economic growth for micro-
entrepreneurs. 
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3. Methodology 
 

The proposed conceptual framework for determinants of financial well-being among micro-entrepreneurs in 
Malaysia is based on the underpinning theories of the Social Capital Theory and Social Cognitive Theory, as 
well as past literature. Using systematic search methods, past literature was evaluated. This technique was 
constructed with three sub-processes—identification, screening, and eligibility—to ensure exhaustive and 
methodical searching. This procedure can be accurately described in the review to the extent that all database 
searches can be repeated. The current study follows a methodical examination of literature published on 
micro-entrepreneurs. This study examines the literature published using keywords such as “micro-
entrepreneurs”, “financial well-being”, “small business”, and “micro-enterprise” using the Boolean operator 
“AND” and “OR”. Specifically, the combination of keywords has primarily centered on micro-entrepreneurs and 
financial well-being. 
 

The first step is identification, during which time the researcher seeks out alternate forms of keywords such 
as synonyms, antonyms, and related terms. From the beginning of 2018 until the end of 2022, all databases 
were searched using Boolean operators, phrase searches, truncation, wild card, and field code functions, 
either individually or in combination, based on the primary and enhanced keywords: ("FINANCIAL WELL-
BEING*" OR "FWB" OR “FINANCIAL WELLBEING) AND ("MICRO-ENTREPRENEUR* OR “MICRO-
ENTERPRISE*").  
 

Scopus and Web of Science were selected as the two primary databases to search for relevant articles and 
materials for the review. Four (4) different databases were accessed to provide more context. It was decided 
to use Google Scholar, Research Gate, Mendeley, and university libraries. 782 articles have been found as 
results of the identification process in the primary and secondary databases, and around 352 articles did not 
make it beyond the screening phase because they did not satisfy the inclusion criteria, which left 457 papers 
to be evaluated for eligibility. Eligibility assessment is the third step, and it involves a manual check of the 
remaining articles from the retrieval phase to make sure they all fit the study's criteria. Only 43 of the articles 
were selected and the rest of the duplicate records were from multiple databases. 
 

4. A Proposed Conceptual Framework 
 

Current research proposes a conceptual framework based on both the Social Capital Theory and the Social 
Cognitive Theory, as well as prior literature. In the context of this study, the Social Capital Theory proposes 
that social trust and social networks provide an underlying motivation for the financial well-being of 
microentrepreneurs. Comparatively, Social Cognitive Theory in the context of this study proposed that an 
individual's self-efficacy is influenced by attitudes and subjective norms. In addition, numerous studies have 
demonstrated the importance of financial innovation as a mediator between all independent variables and the 
financial well-being of microentrepreneurs. Combining the underlying theories with a literature review, this 
study aims to investigate the relationship between social trust, social networks, financial self-efficacy and the 
financial well-being of microentrepreneurs. This study will also investigate the function of financial 
innovation as a mediator between the two variables. The proposed framework is depicted in Figure 1 below. 
 

Figure 1: Conceptual Framework of Financial Well-Being for Micro-Entrepreneurs 

 

Financial well-being 

Social trust 

Social networks 

Financial Self-
efficacy 
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5. Conclusion and Recommendations 
 
In summary, the current study posits that financial innovation may act as a mediator between social trust, 
social networks, and financial self-efficacy to improve micro-entrepreneurs' financial well-being. The results 
of this investigation point to a conceptual framework, depicted in Figure 1, that can guide and further the 
research. This research will contribute to the body of knowledge and understanding of how social trust, social 
networks, and financial self-efficacy interact with financial innovation to affect micro-entrepreneurs' financial 
well-being. To the best of the researcher's knowledge, studies based on empirical evidence are uncommon in 
this field, particularly from a Malaysian viewpoint, and therefore, this contribution will include a deeper 
understanding of the factors that affect micro-entrepreneurs financial well-being. In addition, the results are 
anticipated to provide useful insights that the government might use to develop a more protective policy for 
micro-entrepreneurs well-being and quality of life. Furthermore, the findings of this research could help 
policymakers develop programs and incentives that would help microbusinesses maintain stable financial 
stability. Micro-entrepreneurs and members of Malaysia's informal economy present an interesting study 
population because there is room to inquire into other potential factors influencing financial success. The 
authors of this study believe that the clarity presented by the proposed framework will encourage further 
study of this crucial concept among academics. 
 
Acknowledgment: This research was funded by the Ministry of Higher Education through the Fundamental 
Research Grant Scheme (FRGS), grant number 600-RMC/FRGS 5/3 (045/2021). 
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