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Abstract: Optimal financial performance based on the use of sharia fintech followed by the stability
of Small and Medium Enterprises (SMEs) will have an impact on economic growth. This study aims
to analyze the financial performance of SMEs from a sharia economic perspective; analyzing the effect
of using sharia fintech on the financial performance and sustainability of SMEs and strengthening
human resource capacity, business diversification, business productivity, and product marketing to
improve financial performance and business sustainability of SMEs. The study uses a quantitative
survey approach. Data were obtained through questionnaires distributed to 350 respondents in
15 districts in the city of Makassar. The results of the study show that human resource capacity and
business diversification affect the financial performance of SMEs by 41.8%. Sharia fintech, human
resource capacity, business diversification, business productivity, and financial performance have a
positive effect on SME business sustainability with a determination coefficient of 65.9%. This study
recommends the management of SME businesses based on the use of sharia fintech in supporting the
sustainability of SME businesses in Makassar, Indonesia.

Keywords: financial performance; sharia fintech; sharia economy; business sustainability;
open innovation

1. Introduction

Development policies oriented towards economic growth and integrated with sharia
economic development through the support of the use of financial technology and the in-
volvement of financial institutions towards Islamic business governance will accelerate and
encourage the improvement of sharia financial performance and business sustainability [1–4].
The development of a sharia economy based on the use of technology and implemented
through partnerships between companies and SMEs will contribute to increasing eco-
nomic growth [5–7]. Furthermore, improving the financial performance of SMEs will
require sharia-based fintech support towards increasing the economic productivity of
businesses [8–10]. With technological innovation in the development of a sharia–based
economy will require policy support from the government and the alignment of all stake-
holders in the interest of expanding the reach of financial services [10,11]. This means
that the financial performance of SMEs is closely related to the use of technology-based
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science and technology supported by professional human resources to support increased
business productivity and economic stability [12–14]. Furthermore, economic growth is
largely determined by industrialization and modernization of economic business based
on the use of technology and coupled with conducive investment support [15,16]. Infor-
mation technology is one of the important aspects to support the stability of a country’s
economy [17–19]. Thus, fintech innovation coupled with healthy investment followed
by fintech and financial industrialization will accelerate the development of sharia-based
economic businesses towards improving financial performance [11,15,20].

The current Muslim population has reached 1.6 billion people or 25% of the total
world population and is in the range of 7 billion people who contribute to the development
of the sharia economy in the international world. Furthermore, as many as 56 Muslim-
majority countries in the world currently contribute to an increase in GDP of around $6.7
Trillion [21]. This figure represents a significant potential in the development of the global
Islamic economy. One sector with great potential is the food and beverage sector, whose
contribution reached $3.7 trillion in 2019 [22]. This can form a potential market among
the public, both as producers and as global consumers. This means that this situation will
revive the Islamic economic business globally through the support of the SMEs economic
business, which has been the center of the global Islamic economic business management.
One of the directions for the development of sharia SMEs in the international world today
is the United Kingdom (UK), which has strengthened itself as the center of Islamic finance
in the western world. The concept was built through the support of Islamic capital for
SME business activities [23]. Furthermore, the practice of Islamic finance has developed in
various continents and regions in Asia, Africa, Australia, Europe, America, Canada, the
Middle East, and others, even Islamic financial assets have now reached $882 billion [24].

The results of studies that support this research include: (1) A study conducted by
Alaabed et al., [25], found that financial technology supports the modeling of the Islamic
financial system globally and is intrinsically feasible in the banking world. (2) Research
conducted by Xirogiannis et al., [26], by affirming that knowledge and expertise of human
resources are factors that affect the optimization of business performance. (3) Research
conducted by Ghazali, [27] with the confirmation that the majority of respondents gave
positive responses to increasing awareness of SMEs in utilizing financial technology. (4) The
study conducted by Hasan et al., [28], concluded that Islamic financial technology can
stimulate Islamic financial institutions to perform efficiently in terms of customer retention,
transparency, and accountability. (5) Research conducted by Smith, [29], states that one
of the resources of a company can mobilize to improve performance is the capacity of
technological innovation. (6) Research conducted by Hsien Wang, [30] links technological
innovation to a company’s ability to read opportunities, innovation in decision-making,
marketing capabilities, production capacity, and company capital capabilities. The results
of the study brought together several parameters that influence the improvement of the
financial performance of companies and SMEs, namely (i) financial technology, (ii) human
resource capabilities, (iii) technological innovation, and (iv) the relationship between
technological innovation and the company’s overall financial performance. Furthermore,
this study focuses on improving the financial performance of SMEs from the perspective of
Islamic economics and strengthening the spiritual values of SMEs. In addition, this study
also examines the use of Islamic financial technology, strengthening workforce capacity,
business diversification, marketing products and business productivity in encouraging the
improvement of financial performance and the sustainability of SMEs.
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Financial performance and the sustainability of SMEs will, in turn, contribute to in-
creasing economic growth, people’s welfare, and reducing the socio-economic gap between
conventional business and sharia business. Based on this, efforts to optimize the financial
performance of SMEs based on sharia economy towards business sustainability are an
important point in supporting the growth and stability of sharia business, employment,
and increasing community welfare. Thus, the focus of this study is aimed at answering
research questions, namely: (1) How to improve the financial performance of SMEs in the
perspective of Islamic economics? (2) How is the use of fintech to improve the financial per-
formance and sustainability of SMEs, (3) How is the capacity of human resources, business
diversification, productivity and product marketing to improve the financial performance
and business sustainability of SMEs?

2. Literature Review and Research Framework

The development of the sharia economy in Southeast Asia is colored by economic
practices in Malaysia and Brunei Darussalam. The two countries are prominent, especially
in the Islamic banking sector which is quite advanced when compared to other Southeast
Asian countries. This means that the demand for Islamic financial products and services in
these two countries is quite significant. Furthermore, Southeast Asia has shown significant
economic growth with a population of around 600 million people with an average growth
of 5.5% [31,32]. Meanwhile in Thailand, which is known as a country with a majority
non-Muslim population, the awareness of Muslims in Thailand is increasing, causing a
willingness to carry out sharia economic activities in accordance with Islamic teachings.
Some examples include the United Kingdom of Thailand establishing a Sharia Bank for
the Muslim community in Thailand, the ease of halal labeling requirements for food and
beverage products in several areas in Thailand and several developments in the halal
restaurant and halal tourism sector [33,34].

In Indonesia itself, the potential for sharia business can be found in several sectors,
such as halal food, halal fashion, sharia finance, halal tourism, halal media and publications,
halal medicine, halal cosmetics, and halal medical care [35,36]. Indonesia’s economic
growth originating from the sharia economic sector tends to increase from year to year.
This condition is reflected in the development of the Halal Value Chain (HVC) which grew
by 24.86% in 2020 [37], and its contribution to the halal market will reach a growth rate
of 3.2 trillion dollars by 2024 [38]. Furthermore, the sharia economic business climate has
increased after the issuance of government policy support, namely Law Number 3 of 2006
which describes actions or business activities carried out according to sharia principles 21
of 2008 concerning Islamic Banking; Law Number 33 of 2014 concerning Halal Product
Guarantee; and Law Number 11 of 2020 concerning Job Creation. The law is increasingly
popularizing the term sharia economics. Discussions on the application of the law resulted
in a significant social transformation with the birth of a new business in the field of sharia.
This condition is also shown by the increasing expenditure of the Muslim community to
consume sharia products from day to day [39].

The potential of sharia business in Indonesia can be seen from the market share of the
business sector which is measured based on expenditure data or spending by Muslims and
Muslims in the world. Furthermore, the dominant sector contributing to Muslim spending
is travel or halal tourism with a market share of 27.5%, followed by the food sector with a
contribution value of 13.8%, and fashion at 13.4%. This figure is actually still relatively low
when compared to the total Muslim population in Indonesia as the majority group which
reaches 85% of the total population of 272,229,372 people. These conditions indicate that the
market share for the food and beverage sector as well as tourism travel will still dominate
until the end of 2020 [40,41]. This figure confirms that sharia business opportunities have
potential, but when referring to the ability of SMEs to face growing business opportunities
and challenges, there are still some obstacles related to sharia economic business, namely
financial technology support and business innovation developed by SME players. This
condition is influenced by several factors, including: (1) The weak process of developing a
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sharia economy towards SMEs; (2) Innovation and utilization of sharia financial technology
that is not yet optimal; (3) Business capital support and access to formal financing to support
increased production, economic business diversity, and a product marketing system that is
not yet optimal and sustainable, and; (4) Sharia economic policy support is not optimal for
SMEs [42–44].

The city of Makassar as one of the largest cities in Indonesia shows a fairly significant
development, indicated by high economic growth when compared to other cities in In-
donesia. That is, the economic growth of one region can contribute to increasing the Gross
Domestic Product (GDP) nationally [42,45]. GDP is a measure of total production based on
the monetary value of all goods and services produced in a region for a certain period of
time [46]. This basis illustrates that macroeconomic growth is built on the basis of public
trust in government policies. The construction of macroeconomic theory views that the
effort to maintain income permanently, resulting from a reduced capital stock, is a principle
of sustainable development. Furthermore, it will be a problem if economic development
is faced with epidemics of endemic diseases such as the COVID-19 outbreak which can
disrupt the social stability of a community, resulting in a decrease in people’s purchasing
power, and can disrupt the distribution pattern of the flow of goods and services [47].

The contribution of the sharia economy to Indonesia’s economic growth nationally is
reflected in the development and improvement of the halal value chain (HVC) from year to
year. This shows that the development of the Islamic economy has entered a new phase to-
wards the economic industry. One sector that significantly influences Indonesia’s economic
growth is the Islamic banking sector [5]. That is, Islamic banking financing is one of the
factors that can be of concern to the government towards the stability and sustainability of
economic development [48], in relation to the era of the industrial revolution 4.0 [49,50].
Thus, higher involvement of Islamic financial assets will encourage economic growth in
the short term [2]. However, the current very good growth and performance of Islamic
finance has not yet touched small and medium enterprises (SMEs). This condition occurs
due to the existence of SME businesses that still have many obstacles, namely limited capi-
tal, inadequate skills, and a weak mastery of technology [51,52]. Furthermore, economic
development basically aims to improve the welfare of the community through the opening
of job opportunities, business opportunities, and an optimal growth rate towards achieving
prosperity (falah) in the world and the hereafter [53]. In an effort to encourage economic
growth, the achievement of this “falah”, will require the support of government policies in
promoting sustainable development that is coherent with the economy, and that is socially
and environmentally conscious and utilizes a maximum of natural resources and relevant
development financing to overcome social and sectoral inequalities in public life [54–57].

The strengthening of sharia-based SME businesses through government support is an
effort to support the improvement of SMEs’ financial performance towards the achievement
of national economic development goals and is carried out by providing ease of business
licensing through Online Single Submission (OSS). This concept is a licensing system that
is synchronized electronically with all stakeholders, especially those related to the licensing
process within the scope of local governments throughout Indonesia. The implementation
of this concept will encourage the use of technology by entrepreneurs to continue to
be creative, increase productivity, and encourage increased business productivity [42].
Furthermore, the ease of using financial technology in conducting financial transactions
for SMEs will encourage the smooth running of SME businesses and transactions. Various
circumstances affect SMEs in adopting fintech such as knowledge, security perceptions,
performance expectations, social aspects, facilities, and values. This means that the adoption
of fintech will create SMEs’ business continuity [58,59].
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Financial performance is measured using market and accounting approaches [60,61].
However, the approach used in this study is an accounting approach based on financial
ratios, namely profitability, liquidity, and activity ratios. Measurement of financial per-
formance based on the accounting approach is considered better when compared to the
market approach, because accounting data shows the actual state of the company, while
the market approach is usually indicated by stock prices [62,63].

The sustainability of sharia SMEs’ economic business can be supported by the Islamic
financial system and financial technology. The Islamic financial system and financial
technology will encourage access to finance, improve financial and social stability, overcome
financial inclusion, and encourage progress in economic development [6,9]. Furthermore,
the increase in the financial performance of SMEs is also influenced by various factors, such
as corporate sustainability practices [64], Islamic corporate social responsibility [65–67],
technology, organization, and environment [68]. Furthermore, various forms of Islamic
fintech can be developed in various digital platforms such as digital payments, digital
authentication, peer-to-peer (P2P) lending, crowdfunding, zakat, and qardh al hasan and
sharia-compliant cryptocurrencies [69,70]. Thus, fintech is an innovation that is quite
important for the development of SMEs [71]. Islamic financial institutions are presented to
contribute to the strengthening of sharia SMEs so that they can eliminate the gap as well
as make income equal between various sectors and types of businesses in the framework
of realizing social justice [72,73]. The presence of Islamic financial institutions can also
reduce the dominance of conventional financial institutions as well as alternative financial
institutions to encourage capacity building and business continuity of SMEs [74,75]. In
addition, the presence of financial institutions is expected to be able to provide access for
SMEs to utilize funds while still accommodating sharia compliance [76].

The quality of human resources is an important factor in improving the financial per-
formance and productivity of SMEs [77,78]. The quality of human resources is developed
in various efforts, namely mastery of information technology, education, and training,
increasing communication skills, adding new skills, increasing productivity, professional
appearance, and artificial intelligence, as well as increasing the role of electronic recruit-
ment [12,49]. The continuous improvement of the quality of human resources based on
information technology can affect the financial performance of SMEs towards the creation
of cost, energy, and time efficiency. The ability of human resources is no longer measured
from its physical resources alone but is more emphasized on the utilization of non-physical
resources towards a sustainable competitive advantage [12,78,79].

Business diversification and product marketing can be carried out in two stages to-
wards improving the financial performance and sustainability of SMEs’ businesses [80–82].
This means that business diversification requires innovation and creativity, this is intended
to encourage the increase of SMEs’ business productivity. Furthermore, diversification is
determined through the results of a search on consumer tastes and expectations. Mean-
while, a product marketing strategy is needed to expand the network through product
distribution links and channels to consumers through market introduction. Product mar-
keting can also be supported by increasing cooperation and partnerships with various
stakeholders [77,83,84]. Product marketing is very important to use financial technology
to make it easier for SMEs and their customers to conduct transactions and develop inno-
vation towards business creativity to support the improvement of financial performance,
sustainability, and business stability of SMEs [44,85]. Furthermore, product marketing will
require strategic efforts using innovative approaches such as pricing, distribution channels,
and marketing readiness [86–88]. The conceptual framework of this study is presented in
Figure 1 below.
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Figure 1. The research framework of financial performance and sustainability of sharia SMEs. Source:
Authors’ elaboration.

3. Material and Method
3.1. Research Design

This research uses a quantitative approach with a survey method. The quantitative
approach is aimed at testing and analyzing the financial performance management of
SMEs based on the sharia economy in Makassar. Furthermore, the testing and analysis
in this study are focused on examining the characteristics of SMEs, financial technology,
human resource issues, business diversification, business productivity, marketing products,
financial performance, and SMEs’ business sustainability. Data collection was carried out
using questionnaires and documentation. The survey in this study emphasizes the views of
respondents based on the classification and type of economic business developed by SMEs
actors. Furthermore, this research is also predictive, in the sense that each word influence
in this study refers to predictions that show the relationship between variables and other
variables to be formulated in conclusions. Thus, for this research, the analytical tool used is
Partial Least Squares [89,90].

The quantitative approach in this study is aimed at explaining the phenomena and
symptoms in the dynamics of SMEs’ business activities. The basic considerations and
references in this study include: (1) The role of financial technology in Islamic financial
transactions has not been maximized in supporting the financial performance and business
sustainability of SMEs; (2) The role of human resources has not been optimal in supporting
the improvement of financial performance and business stability of SMEs; (3) Business
diversification has not been implemented properly in encouraging financial performance
improvement and sustainability of SMEs; (4) Marketing products have not been optimal
in supporting the improvement of financial performance and sustainability of SMEs; and
(5) SMEs’ economic business productivity has not been optimal in supporting the financial
performance of SMEs and its influence on the parameters of Makassar’s economic growth.
Furthermore, the implementation scheme of this research is presented in Figure 2 below.
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3.2. Study Area

This research was conducted in Makassar in relation to the potential of economic
business developed by SMEs business actors. The selection of the research location was
based on the consideration that Makassar plays an important role in Indonesia’s economic
development and is experiencing very progressive growth from various sectors [91]. Makas-
sar has an area of 175.77 Km2 consisting of 15 districts and 153 villages with a population of
1,526,677 people [92]. Furthermore, this research was carried out for 6 months from April
to October 2021. The data collection area was adjusted to each SME location distributed
in 15 districts. The scope of SMEs’ economic business studied in this study, among others:
(1) food and beverage business, (2) clothing and textile business, (3) technology business,
(4) cosmetics, (5) automotive business, (6) business souvenirs, and (7) agriculture. Further-
more, there are 5387 SMEs currently developing in Makassar. Sharia SMEs are dominantly
developed in centers of economic activity and their location is very strategic in terms of
accessibility and makes it easier for consumers to get services based on their expected
needs. The existence of economic businesses developed by SMEs currently predominantly
uses technology tools in marketing their products, although they are still limited to simple
applications so that innovation is still needed in the use of digital platforms that are more
precise, workforce involvement is still relatively small and has not been standardized.
and limited capital. The potential for SMEs to be developed in Makassar is presented in
Table 1 below.

Table 1 shows the number of SMEs in Makassar by district. Manggala District has the
most SMEs business actors or 22.26%, followed by Tamalate District as much as 12.40%,
Rappocini District 10.23% and Tallo District 7.96%. Meanwhile, the district with the smallest
number of SMEs is located in the Sangkarrang Island District, which is 1.60% of the total
SMEs in Makassar. Manggala District dominates the number of SMEs because it is one of
the largest sub-districts in Makassar with a population of 149,487 people, the third-highest
after Biringkanaya and Tamalate Districts, and this district is directly adjacent to two
regencies, namely Maros Regency and Gowa Regency.
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Table 1. Numbers of small and medium enterprises (SMEs) by district in Makassar.

Number District Population
(Person)

Number of
SMEs (Units)

Percentage
(%)

1 Biringkanaya 220,456 225 4.18
2 Bontoala 57,197 139 2.58
3 Makassar 85,515 256 4.75
4 Mamajang 61,452 305 5.66
5 Manggala 149,487 1199 22.26
6 Mariso 60,499 242 4.49
7 Panakkukang 149,664 355 6.59
8 Rappocini 170,121 551 10.23

9 Sangkarrang
Islands 14,531 86 1.60

10 Tallo 140,330 429 7.96
11 Tamalanrea 115,843 150 2.78
12 Tamalate 205,541 668 12.40
13 Ujung Pandang 29,054 415 7.70
14 Ujung Tanah 35,534 207 3.84
15 Wajo 31,453 160 2.97

Source: Reference [93].

3.3. Method of Collecting Data

The data used in this study is divided into two categories, namely primary data and
secondary data. Primary data was obtained directly using a questionnaire instrument
which was distributed to SMEs business actors who were designated as respondents in
15 districts in Makassar. Primary data were obtained directly in the field by conducting
visits as well as interviews using a questionnaire instrument to respondents who became the
research sample [94]. While secondary data is obtained by accessing reports and documents
relevant to the research topic, such as reports on the development of the number of SMEs in
Makassar. Furthermore, the object of this research is SMEs that have developed in Makassar,
while the subjects of this research, namely the type of business developed, the quality of the
workforce used, the methods or efforts made in developing the business, and the business
performance of SMEs.

3.3.1. Research Questionnaire

Quantitative data was obtained through a questionnaire. The survey in this study
uses a questionnaire instrument and is carried out through structured interviews based on
set questions and focuses on financial performance and the use of sharia-based technology
Fintech. Thus, the questionnaire in this study was used for the purpose of collecting,
examining, investigating, processing, analyzing, presenting, and extracting information
related to the growing SMEs economy in Makassar. Furthermore, the questions asked in the
questionnaire were adjusted to the research variables that had been previously determined,
namely the quality of human resources, the use of financial technology, the productivity
of SMEs and the role of Islamic financial institutions. To sharpen the results of the study,
each question asked in the questionnaire by the respondent was then selected based on
the things that were known, understood, perceived, and experienced and if possible,
the respondent would be given additional questions to dig deeper into the answers and
responses based on business activities. developed economy. The questions used are closed
with five alternative answers provided using an interval measurement scale. Furthermore,
the measurement interval of the results of the questionnaire submitted to the respondents,
namely (i) strongly disagree, (ii) disagree, (iii) hesitate, (iv) agree, and (v) strongly agree.
The question is designed in such a way into a form that is relatively easy to understand by
the respondent and is stated in the form of a positive value. Furthermore, the questionnaire
was distributed to all respondents who had been selected based on the research sample that
had been determined. Respondents are spread throughout the Makassar area covering 15
districts, this is intended to obtain a proportional diversity of information and data quality.
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3.3.2. Respondents

Respondents are samples selected from the population of SME actors in Makassar.
Determination of the sample using the probability sample method, in this case, it provides
equal opportunities for all SMEs in Makassar to be selected as samples. Furthermore, the
sampling approach was determined using a purposive sampling method determined by
the researcher based on certain criteria based on the district area. This technique is intended
to obtain a proportional sample that can truly understand the focus and objectives of the
research to be achieved as well as to consider the business characteristics of SMEs that are
developing in Makassar. The selection of respondents in this study refers to several criteria,
namely (i) the location of the business based on the characteristics of the SMEs business,
(ii) being consistent in running their business, (iii) having regular customers, (iv) involving
families in doing business, and (v) The economic business carried out has been running for
five years. Furthermore, the determination of the sample in this study refers to Lemeshow
et al., [95], with the following formulation:

n =
Zα2 × P × Q

d2 (1)

where n is the sample size, Zα is the standard deviation for 1.96 with a 95% level coefficient,
P is the proportion of subjects of 0.5, Q is (1 − P = 0.5), and d is the degree of accuracy
used. The population in this study was 5387 SMEs business units and the sample set was
350. The sample was considered to have represented SMEs in each district. The number of
research samples in this study is presented in Table 2 below.

Table 2. Numbers of small and medium enterprises (SMEs) based on shariah economy by district
in Makassar.

Number District Number of SMEs
(Units)

Number of
Respondents (Units)

1 Biringkanaya 225 15
2 Bontoala 139 9
3 Makassar 256 17
4 Mamajang 305 20
5 Manggala 1.199 78
6 Mariso 242 16
7 Panakkukang 355 23
8 Rappocini 551 36
9 Sangkarrang Islands 86 5
10 Tallo 429 28
11 Tamalanrea 150 10
12 Tamalate 668 43
13 Ujung Pandang 415 27
14 Ujung Tanah 207 13
15 Wajo 160 10

Source: Authors’ elaboration.

3.4. Data Validity and Reliability

The use of the instrument in this study requires measurement and testing to obtain
certainty that the instrument is valid or not. The research instrument is said to be valid if
the tool performs a predetermined size function, or provides measurement results that are
in accordance with the stated aims and objectives. The validity test in this study is intended
to provide an overview of the variables used in data acquisition for each SME business.
In this study, validity testing was carried out using Pearson’s product moment approach.
This validity test is carried out through correlation analysis for each statement item with
a predetermined number of scores for each variable. Statistically, the correlation number
obtained is then compared with the table value for the r value [94]. This validity test was
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carried out with the help of SEM PLS 3. The Pearson product moment formulation used
was as follows:

rxy =
n ∑ Xiyi − ∑ Xi ∑ yi√

n ∑ X2
i −
(

∑ X2
i

)2 √
n ∑ y2

i − (∑ yi)
2

(2)

where rxy is the correlation coefficient, n is the number of respondents, ∑ X is the score
of items, ∑ Y is the total of the total scores obtained for each respondent, ∑ X2 is the
number of squares of items, ∑ Y2 is the total of the squares of the total scores obtained by
each respondent, ∑ XY is the number of multiplication results between the scores of the
questionnaire items and the total scores obtained from respondents. Furthermore, the use
of PLS to test the validity of reflective indicators can be seen from the outer loading for each
construct indicator. If the outer loading value is above 0.7 then the indicator is declared
valid. The complete test results are presented in Table 3 below.

Table 3. Construct validity test results.

Variabel Indikator Outer Loading Description

Shariah Fintech

X1.1 0.774 Valid
X1.2 0.859 Valid
X1.3 0.785 Valid
X1.4 0.848 Valid

Product Marketing

X2.1 0.690 Invalid
X2.2 0.672 Invalid
X2.3 0.814 Valid
X2.4 0.810 Valid

Human Resources
Capacity

X3.1 0.747 Valid
X3.2 0.911 Valid
X3.3 0.818 Valid

Business
Diversification

X4.1 0.920 Valid
X4.2 0.819 Valid
X4.3 0.636 Invalid

SMEs Productivity
X5.1 0.773 Valid
X5.2 0.875 Valid
X5.3 0.517 Invalid

Financial
Performance

Y1.1 0.827 Valid
Y1.2 0.846 Valid
Y1.3 0.226 Invalid

Sustainabilty of SMEs

Y2.1 0.784 Valid
Y2.2 0.855 Valid
Y2.3 0.787 Valid
Y2.4 0.872 Valid
Y2.5, 0.887 Valid

Source: Analysis results.

Table 3 shows the indicators X2.1 and X2.2 for variable product marketing, indicators
X4.3 for variable business diversification, indicators X5.3 for SMEs productivity and indicator
variables Y1.3 for the financial performance variable, the outer loading value is smaller than
0.7. Thus, the indicator X2.1, X2.2, X4.3, X5.3 and Y1.3 removed from model. Furthermore,
this research instrument is also tested for reliability, where this reliability test is intended
to test the reliability of the instrument. The AVE value of each variable also shows a valid
value marked by an AVE value greater than 0.60 (>0.60) as shown in Table 4 below.
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Table 4. Result of Validity Testing.

Variabel Average Variance Extracted (AVE) Description

Shariah Fintech (X1) 0.662 Valid
Product Marketing (X2) 0.790 Valid

Human Resources Capacity (X3) 0.680 Valid
Business Diversification (X4) 0.659 Valid

SMEs Productivity (X5) 0.876 Valid
Financial Performance (Y1) 0.723 Valid
Sustainabilty of SMEs (Y2) 0.699 Valid

Table 4 shows the AVE value for each of the variables studied and the results obtained
are above 0.60. That is, all the variables involved in this study were declared valid. The
instrument is said to be reliable if the data used is safe and can work well at different times
and conditions [96]. The test used is the split-half correlation as well as the Spearman-
Brown formulation. The interval scores for each odd successive item are added up to obtain
a total odd hemisphere score. Likewise, the intervals of consecutive even items are summed
to obtain the total score of even hemispheres. Furthermore, the total scores of odd and even
hemispheres are correlated using the following correlation coefficient.

ri =
2rb

1 + rb
(3)

where ri is the internal reliability of all instruments or questions, while rb is the product
moment correlation between the first and second hemispheres. Test the significance of the
coefficient ri carried out by t test (5% significance level). The formulation used is as follows.

t =
ri
√
(n − 2)√
1 − r2

i

; db = n − 2 (4)

The reliability test in this study uses the PLS 3 platform, where, through the results
of this test, it is obtained that data that can be used in measuring reliability are above
the Cronbach alpha lebih dari 0.50 (>0.50) and composite reliability value of 0.70 (>0.70),
both for each variable and for all variables in the model. Composite reliability is better at
estimating the internal consistency of a construct [90]. The results of the complete construct
reliability test are presented in Table 5 below.

Table 5. Construct reliability test results.

Variabel Cronbach’s Alpha Composite
Reliability Description

Shariah Fintech (X1) 0.829 0.887 Reliable
Product Marketing (X2) 0.740 0.836 Reliable

Human Resources Capacity (X3) 0.767 0.863 Reliable
Business Diversification (X4) 0.490 0.756 Reliable

SMEs Productivity (X5) 0.859 0.822 Reliable
Financial Performance (Y1) 0.618 0.786 Reliable
Sustainabilty of SMEs (Y2) 0.892 0.921 Reliable

Source: Analysis results.

Based on Table 5 above, the results show that all the variables involved in this study
show Cronbach’s alpha results above the value of 0.50, except for the business diversifica-
tion variable which is only 0.490 but the composite reliability test is above the value of 0.7
(>0.7), means that all variables have good reliability.
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3.5. Data Analysis Method

The data analysis used in this research is the quantitative method. This method is used
to obtain a clearer and sharper picture in relation to the assessment of SMEs’ business. The
results of the data obtained were then analyzed using quantitative descriptive, correlation
analysis and multiple linear regression. The analysis is used to measure the effect of
independent variables on the dependent variable. The independent variable in this study,
namely sharia financial technology (X1), product marketing (X2), human resources capacity
(X3), business diversification (X4), and SMEs productivity (X5). Furthermore, the dependent
variable in this study, namely financial performance (Y1) and SMEs Sustainability (Y2).
The relationship and influence of each variable will be tested using multiple regression
analysis. This analysis is also intended to predict the value of the dependent variable when
all the values of the dependent variable are known. The multiple linear regression model is
presented in Figure 3 below.
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The relationship between each variable is indicated by the direction of each rela-
tionship. There are five independent variables X1, X2, X3, X4, and X5, while there are
two dependent variables, namely Y1 and Y2. Then the relationship of each variable
is developed with a pattern X1, X2, X3, X4, and X5 with Y1 and Y2. Relationship be-
tween variables X1, X2, X3, X4, and X5 with Y1 and Y2 using correlation analysis with the
following formula:

rxy=
∑ xy√

(∑ x2)
√
(∑ y2)

(5)

where rxy is the correlation coefficient between x and y. The correlation coefficient estimates
the linearity of the original data and is calculated using the same data to produce a straight
line. The value of x is the deviation from the average value for the value of the variable
X, and y is the deviation from the average value for the value of the variable Y, xy is the
sum of the products between the values of x and y, x2 is the square of the x value, and
y2 is the square of the y value. The multiple linear regression analysis model uses the
following formulation:

Y1= a0+a1X1+a2X2+a3X3+a4X4+a5X5 + e (6)
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Y2 = a0 +a1X1+a2X2+a3X3+a4X4+a5X5 + e (7)

Y2= a0+a1Y1 + e (8)

Relationship of independent variables X1, X2, X3, X4, and X5 to variable Y (Y1 and Y2)
is the dependent variable. Dependent variable Y1 also measured its effect on the variable
Y2. The goal is to measure how far the relationship between variables Y1 to variable Y2.

The application of SEM in this study refers to several exogenous variables, including:
First, the construct of exogenous variables for Islamic Fintech is measured by indicators,
namely performance expectations (X1.1), business expectations (X1.2), social factors (X1.3)
and condition of facilities (X1.4). Second, the exogenous variable construct for marketing
products is measured by price indicators (X2.1), distribution channel (X2.2) and marketing
readiness (X2.3). Third, the exogenous variable construct for human resources capacity is
measured by the indicator, namely technology mastery (X3.1), education (X3.2), experience
(X3.3) and communication (X3.4). Fourth, the exogenous variable construct for business
diversification as measured by indicators such as product adjustment to consumers (X4.1),
desire to grow (X4.2) and non-economic motives (X4.3). Fifth, the exogenous variable
construct for SMEs productivity as measured by the indicator, namely the use of technology
(X5.1), social capital (X5.2) and product innovation (X5.3). Furthermore, the constructs
of endogenous latent variables include: (1) financial performance latent variables are
measured by indicators, namely profitability (Y1.1), liquidity (Y1.2) and activities (Y1.3);
(2) the latent variable of sustainability is measured by indicators, namely operating income
(Y2.1), product quality (Y2.2), competitiveness (Y2.3), and Business environment conditions
(X2.4). The SEM analysis method uses the following formulation:

η = α+ Bη+Γξ+ ζ (9)

η – Bη= α+ Γξ+ ζ (10)

( I – B)η= α+ Γξ+ ζ (11)

η =(I − B)−1
α+ Γξ+ ζ (12)

where α is the intercept vector, B and Γ is the coefficient matrix and ζ = ζ1, ζ2, ζm is the
error vector in the structural equation, element B presents variable influence η and variable
η other, and elements Γ present a direct influence of variables ξ in variable η. It is assumed
that ξ not correlated with ζ and I − B is nonsingular. Furthermore, is the intercept vector m
× 1, η is the endogenous latent variable m × 1, B is the coefficient matrix of the endogenous
latent variable m × m, Γ is the coefficient matrix of the exogenous latent variable m × n, ξ
is the exogenous latent variable vector n × 1, ζ structural model error vector relationship
between η and ξ size m × 1. Furthermore, random vector η and ξ not measured directly
but through the indicator, namely the variable YT = (y1, y2, . . . . . . yp) and XT = (X1, X2,
. . . Xp).

4. Results
4.1. Determinants of Financial Performance and Sustainability of SMEs

SME economic enterprises play an important role in increasing economic growth and
employment [97]. This means that the contribution of SMEs plays a role in the production
process and distribution of goods and services needed by the community. Furthermore,
at the same time, SMEs involve a lot of labor in the production process that is carried out.
Thus, its stability and existence are very much needed by the community. This means that
efforts to maintain the consistency and presence of SMEs will require efforts to improve
financial performance and business sustainability [77,98]. The availability of sufficient and
reliable manpower will help improve business performance and the sustainability of SMEs
towards reducing unemployment [99]. Several factors affect the financial performance and
business sustainability of SMEs, namely (i) sharia fintech, (ii) human resources capacity,
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(iii) business diversification and (iv) SMEs productivity. The results of the analysis that
have been carried out are presented in Table 6 below.

Table 6. Summary of the results of the regression coefficient significance test.

Correlation Coefficient Error T-Count T-Table

Sharia Fintech toward Financial Performance 0.040 0.086 0.459 1.92
Sharia Fintech toward Sustainability of SMEs −0.159 0.054 2.927 1.92

Product Marketing toward Financial Performance −0.095 0.089 1.067 1.92
Product Marketing toward Sustainability of SMEs 0.092 0.053 1.714 1.92

Human Resources Capacity toward Financial Performance 0.341 0.085 3.990 1.92
Human Resources Capacity toward Sustainability of SMEs 0.528 0.052 10.107 1.92

Business Diversification toward Financial Performance 0.276 0.065 4.217 1.92
Business Diversification toward Sustainability of SMEs 0.112 0.051 2.392 1.92

SMEs Productivity toward Financial Performance 0.128 0.098 1.299 1.92
SMEs Productivity toward Sustainability of SMEs 0.213 0.056 3.787 1.92

Financial Performance toward Sustainability of SMEs 0.167 0.053 3.130 1.92

Regression Residual R Square R Square Adjusted
Financial Performance
Sustainability of SMEs

0.418
0.659

0.405
0.652

Table 5 shows the variable that has the most influence on the financial performance of
SMEs is business diversification with a path coefficient value of 1.92 with a t-table value of
4.217 and a human resources capacity value of 3.990. Furthermore, business sustainability
is influenced by four variables, namely sharia fintech (2927), human resources capacity
(10,107), business diversification (2392) and SMEs productivity (3.787). The variables that
have no effect on the financial performance of SMEs are sharia fintech, product marketing
and SMEs productivity with a path coefficient below 1.92, while the variable whose results
do not show an effect on the sustainability of SMEs is product marketing. Furthermore,
the relationship between financial performance variables on the sustainability of SMEs is
quite significant. Thus, it can be concluded that there is a significant relationship between
financial performance and the sustainability of SMEs in Makassar [99,100].

SEM analysis shows the relationship model between Islamic fintech variables, market-
ing products, human resources capacity, business diversification and SMEs productivity on
financial performance and SMEs business sustainability. The results of the SEM analysis
are presented in Figure 4 below.

Figure 4 shows the relationship model of sharia fintech, product marketing, human
resources capacity, business diversification and SMEs productivity, financial performance
and SMEs business sustainability. The results of the SEM analysis of the model built in this
study are categorized as a fit model, marked by several test results that show numbers that
match the goodness of fit test category, such as; The results of the chi-square test showed
that the value of 127,351 with NFI = 0.549 was between 0 and 1, but closer to lift 1, the
SRMR value was 0.1030, d–ULS 3430, d–G = 1803 and rms–theta = 0.206. These results
illustrate that the research model is categorized as a fit model. Furthermore, the total
effect of Islamic fintech on financial performance is 0.053 or 5.3%. Product marketing is
0.029 or 2.9%, human resources capacity is 0.279 or 27.9%, business diversification is 0.394
or 39.4% and SMEs productivity is 0.093 or 9.3%. Meanwhile, the total effect of sharia
fintech on SMEs business sustainability is 0.144 or 14.4%, product marketing is 0.026 or
2.6%, human resources capacity is 0.605 or 60.5%, business diversification is 0.605 or 60.5%,
SMEs productivity is 0.272 or 27.2%, and finally the total effect of financial performance on
business sustainability is 0.167 or 16.7%.
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The utilization of sharia fintech itself has not been optimally utilized in SMEs’ eco-
nomic businesses so that it affects business productivity and financial performance is still
low. The facts found in the field illustrate that the understanding of the use of sharia fintech
as a new model in conducting business activities is not yet familiar to SMEs in Makassar.
This means that SMEs actors have not been able to get involved and optimize the use of
sharia fintech. SMEs actors in relation to the use of fintech only use payments and financing.
The use of fintech by SMEs in Makassar is presented in Table 7 below.

Table 7. Illustration of the use of fintech in SMEs business processes in Makassar.

Business Process Interaction SMEs Involvement

Payments C2C Moderate
Investments B2C Low

Financing B2B Moderate
Insurance B2C Low

Advisory C2C Low
Cross Process (e.g., Big data analytic and

predictive modelling) B2B Low

Infrastructure (e.g., security) B2C Low

Description: C2C = Consumer to Consumer, B2C = Business to
Consumer, B2B = Business to Business

Source: Primary data.

Table 6 shows that the involvement of SMEs in the use of fintech in business processes
is still relatively low. Furthermore, business activities that utilize fintech are only payments
and financing which are classified as moderate, while investment, insurance, advisory,
cross process, and infrastructure are also in the low category. Several things caused this
condition to occur, among others: (1) Limited sources of information obtained by SMEs
actors; (2) Access to financial capital is still limited; (3) The quality of human resources
in terms of skills and ability to utilize technology is still limited; and (4) The developed
economic business is still traditional. These four factors cause the asset turnover of SMEs



J. Open Innov. Technol. Mark. Complex. 2022, 8, 18 16 of 24

to be less developed and tend to stagnate. Government policy support is needed through
strengthening human resource capacity, increasing business productivity, utilizing technol-
ogy, and diversifying businesses towards digital adaptation and transformation to support
the sustainability of small and medium enterprises (SMEs) [101–104].

4.2. Sharia Economics and Open Innovation

In order to support the improvement of SMEs’ business performance, it is very impor-
tant and strategic to take advantage of the sharia economy towards the development and
innovation of economic business by SMEs in Makassar. In many countries, this approach
has been implemented with various breakthroughs and innovations through the use of
technology [105]. This means that the economic business developed by SMEs is very im-
portant to adapt to a sharia-based business pattern with various innovations. Sharia fintech
is a creation and innovation of business people. Thus, the sharia SMEs’ economic business
in Makassar is developed towards optimizing the use of technology at the production level,
all the way to the marketing of business products.

SMEs’ business productivity in Makassar in the future will require government policy
support through sharia business innovation efforts towards economic business sustainabil-
ity. This means that regulatory and regulatory support is very important and strategic to
optimize sharia-based business businesses through digital financial innovation through
collaboration with Bank Indonesia (BI) and the Financial Services Authority (FSA). In In-
donesia, this effort has been carried out through Bank Indonesia Regulation (BIR) number:
19/12/PBI/2017 concerning the implementation of fintech as the use of technology in
the financial system to improve the smoothness, efficiency, security and reliability of the
payment system. The fintech is intended as an update of business processes, new models
in business, and the development of financial instruments that can provide added value to
improve the financial performance of sharia SMEs. Thus, SMEs’ business orientation in
Makassar is very important and strategic to be oriented to the development of information
technology-based digital innovations both for SMEs to offer products produced and for
easy access for consumers to obtain the expected needs. Furthermore, the sharia SME
business criteria are presented in Figure 5 below.
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Figure 5 shows a sharia fintech innovation model based on crowdfunding, peer-to-peer
lending, e-commerce, cryptocurrency and blockchain. Technological innovation is the most
obvious development to support SMEs’ economic business in Makassar. This means that
the use of sharia fintech in relation to SME financial transactions is oriented to support
the development of SMEs in the future. Furthermore, to follow up on these efforts, digital
technology innovation was developed towards a new business model for SMEs to seize
business opportunities and market opportunities that refer to Islamic demands towards
increasing productivity and optimal financial performance and increasing the welfare of
actors and business sustainability of SMEs in Makassar.

5. Discussion
5.1. Increasing the Financial Performance of SMEs

The financial performance of SMEs in Makassar requires development support to-
wards the use of sharia fintech, increasing human resource capacity, business diversification,
increasing business productivity and developing more modern product marketing. This
means that the optimization of the financial performance of SMEs can be driven through
various technological innovations and the use of sharia fintech [59,105]. Furthermore,
steps to improve SMEs financial performance can be taken through various breakthroughs,
namely (i) increasing revenue volume by prioritizing product quality, (ii) business diver-
sification through improving product quality, packaging, brands and business locations,
(iii) increasing business productivity through the use of appropriate technology that can
improve the quality and quantity of products, (iv) strengthening the capacity of human
resources involved as workers through educational support, courses and training according
to the needs of SMEs to adapt in the 4.0 industrial revolution era, (v) a better marketing
mix more modern to expand the reach of potential markets and increase business market
share, (vi) increase the obedience of sharia economic-based business managers. These
five things are oriented towards obedience to the sharia economy in order to increase
business blessings and business stability. Obedience to sharia is often analogous to the
formation of spiritual values in a person. Thus, the economic business developed by SMEs
economic actors refers to spiritual values, namely honesty, trustworthiness, fathanah and
tabligh [106].

The use of sharia fintech also needs to be a concern for strengthening the financial
performance of sharia SMEs towards digitalization of technology to get used to using
business application platforms to ensure business stability and sustainability [107]. This
means that the use of fintech will provide a lot of convenience, security and comfort and
can even spoil consumers and producers. Furthermore, sharia fintech can be developed in
various platforms, namely digital payments, digital authentication, P2P lending, crowd-
funding, and even zakat and qardh al hasan including cryptocurrencies [69,70]. Thus,
fintech can be used to develop business innovation, expand marketing reach because it can
be accessed online, where, and whenever consumers want to make transactions, as long
as various other requirements are met, such as networks, quotas and other obstacles that
often arise when using fintech. In addition, business productivity, product design, brands,
halal certification, and so on, are areas of innovation that must be grown as organizational
culture within SMEs. The sharia fintech approach can also guarantee the implementation
of good financial performance to ensure the stability and sustainability of SMEs’ economic
business [71].

5.2. Sustainability of SMEs and Open Innovation

Financial performance is one of the guarantees in developing the sustainability of
SMEs [104,108,109]. Furthermore, the strategy for achieving SMEs sustainability will re-
quire various supports in its implementation, including: First, increasing the role of sharia
fintech, which can be reduced to several alternative developments, namely (i) instilling
awareness to SMEs regarding the importance of sharia fintech to provide convenience,
increase competition and can improve business efficiency and effectiveness, (ii) financial
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stability support from the government through the ease of providing adequate fintech
facilities and easy access and various alternative variants, (iii) increasing the use of sharia
fintech in various business transactions, (iv) facilitating access to business capital through
formal financial institutions. Thus, the use of fintech and digital technology will encourage
business sustainability from various possible changes in the business climate [109]. Second,
increasing the capacity of human resources, which can be translated into several strate-
gies, namely (i) increasing the capacity of SME actors, especially in mastering technology,
(ii) strengthening the capacity of human resources and workforce through education and
training, both formal and informal, (iii) instilling awareness in human resources that the
experience of interacting with customers can improve business performance, and (iv) build-
ing good communication patterns to customers as part of the strategy to strengthen human
resources [110,111].

SMEs business sustainability is improving financial performance towards a strategy,
namely (i) building the spirit of SMEs to always make profits (profit-oriented), (ii) main-
taining SMEs liquidity by hastening the payment of any existing obligations supported by
healthy working capital, (iii) increasing the ability of SMEs while maintaining the activity
ratio, (iv) encouraging the financial performance of SMEs while still considering SMEs’
adherence to spiritual values as taught in a religious perspective. Meanwhile, the open
innovation that has been and will be developed by SMEs in Makassar is the use of various
technology platforms, especially those related to the use of information technology. The
innovation model in the financial technology sector is a significant innovation development
and continues to develop from time to time. Sharia fintech as a derivative of the innovation
model in the financial sector marks a change in the financial governance model. There is a
supply ecosystem from sharia fintech as an entry point in changing the use of technology
in financial transactions, such as artificial intelligence and machine learning, big data and
data analytics, robotic process automation, and blockchains [59].

The use of artificial intelligence will be related to decision-making in sharia fintech
quickly and supported by analytical data prepared by AI. Furthermore, the development
of a technological innovation model will simplify and speed up the transaction process
and analysis of SMEs’ financial data. The work process that was originally carried out
repeatedly and manually can be done using technological devices such as the use of robotic
automation which can simplify and speed up the completion of work. This automation can
be carried out in business activities including in the preparation of SME financial reports.
The development of technological innovation and digitalization in SMEs organizations can
encourage the sustainability of SMEs’ business and even become an important factor in
increasing business competition and economic growth [112,113]. One aspect that considers
the feeling of security and comfort is the adjustment of all fintech activities in Islamic finance
which prohibits usury-based transactions, prohibits speculation, prohibits investment in the
non-halal sector. Transactions that are built are always based on real assets and continue to
prioritize profits and economic business sustainability [114–117]. Thus, improving financial
performance, business sustainability and innovation of SMEs are developed towards
optimizing management and continuing to lead to the fulfillment of halal standards and
adherence to Islamic rules [38].

The success of SMEs in business management is indicated by a healthy ratio of prof-
itability, liquidity, and SME activity, namely (i) a significant profit rate, (ii) a proportional
amount of business debt, (iii) a liquid debt return rate, (iv) a debt collection rate. smooth
and good. Thus, good financial performance will encourage business productivity and
business stability towards the sustainability of SMEs. Furthermore, SMEs’ business sus-
tainability is closely related to the use of technology, increasing human resource capacity,
increasing productivity, and diversifying business. Open innovation is carried out through
creating a creative and measurable business atmosphere such as making attractive pack-
aging, procuring branded businesses, and issuing halal certification. In terms of product
marketing, SMEs are experiencing obstacles in reaching the market in the midst of quite
difficult competition, thus requiring policy support from the government, besides that
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SMEs are also expected to join digital business platforms or online businesses that already
exist, such as building digital business startups, create a business plan and build a net-
work. Thus, synergy is needed in efforts to improve the performance of SMEs, this can
be strengthened by improving the quality of human resources, followed by mastery of
technology, increasing the quality of production to marketing.

6. Conclusions

The financial performance of SMEs is closely related to human resource capacity
and business diversification. Thus, efforts are needed to strengthen human resource
capacity towards increasing business productivity through the use of sharia fintech. SMEs’
business development orientation is focused on the use of technology to produce new
products, services, and business models towards the creation of optimal, efficient, smooth,
safe and reliable financial management performance in conducting economic transactions.
Furthermore, improving financial performance coupled with strengthening human resource
capacity will encourage business diversification, increased productivity, product marketing
according to consumer needs and demands, competitive prices, marketing distribution
channels, and the development of an efficient and measurable marketing mix.

SMEs’ business sustainability can be implemented through the use of sharia fintech,
human resources capacity, business diversification, SMEs productivity and effective and
efficient financial performance. Good financial performance will create sustainability and
business growth towards increasing the income and welfare of SMEs actors. Improving
product quality and business competitiveness and optimal business management coupled
with service quality that satisfies customers, product quality assurance, and increased sales
volume will create business stability towards increasing the prestige of SMEs. Thus, support
for Islamic fintech-based technological innovation, ease and acceleration of transaction
processes, attractive packaging and support for business branding using halal certification
will encourage SMEs to move towards a more advanced direction towards the fulfillment
of halal standards and adherence to Islamic rules.

This research was conducted in a limited scope and the aspects studied were not
comprehensive, so further research is still needed. To support the results of this study, it is
suggested several titles for further research to complement the results of the research that
has been carried out, namely: (1) Implementation of sharia fintech based on empowerment
of small and medium enterprises (SMEs); and (2) business productivity based on technology
digitization and SMEs business management strategies.
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