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Abstract

This study aims to examine the influence of determinants of sustainability
business performance in the form of intellectual capital, financial technology, and
entrepreneurial capability and explore the role of innovation capability as a
mediator. This study used a questionnaire to collect data on MSMEs in Banyumas
Regency, Central Java, and 198 respondents were analyzed using the Smart-PLS
approach. The results showed a positive influence between intellectual capital,
financial technology, and entrepreneurial capability on sustainability business
performance and a positive influence of innovation capability as a mediator. The
findings of this study provide contributions for MSME actors. First, maximizing
resource utilization is key to improving performance and influencing business
sustainability. Second, collaboration between internal factors and technology
utilization is vital in creating sustainable business for MSMEs. Third, this study
explains the driving factors companies can use to develop their internal potential
to create a sustainable business.
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Introduction

Micro, small, and medium enterprises (MSMEs) act as centres of economic development in an area because
of their essential role in driving the economy. KEMENKOPUKM et al. (2021) show that 99% of businesses in
Indonesia are micro, small, and medium scale (MSMEs), which contribute 60% of the total national Gross
Domestic Product (GDP). MSMEs absorb approximately 97% of the domestic workforce and contribute to
Indonesia's non-oil and gas exports by 14.4%. The national economic crisis, one of the pandemic's impacts,
has dramatically affected large businesses, while MSMEs can still survive. The number of Central Java MSMEs
continues to grow; data from the Central Java Office of Cooperatives and SMEs shows an increase in the
number of Central Java MSMEs in 2022-2023, reaching 7,167 units, as well as in Banyumas Regency. Central
Java BPS data shows that the number of Banyumas MSMEs has increased by 38,675 units, the most
significant increase in the last 5 years.

The growth in the number of MSMEs each year shows that new MSMEs are increasing. MSMEs operating in
the previous year are expected to continue for years. The Sustainability of a business can be pursued because
business actors can compile business efforts, renew or innovate business plans, and have the ability to
calculate risks (Hudson et al., 2001). The government also supports the development of MSMEs for the
welfare and improvement of the regional economy. Various efforts can be made, such as digitalizing MSMEs,
product and service innovation, and business collaboration. Digitalization and technology utilization are
essential for the Sustainability of MSMEs in facing the era of increasingly sophisticated technology. This aligns
with one of Bank Indonesia's work programs to digitize MSMEs. Increasingly fierce business competition
should motivate business actors to pay attention to the advantages and internal values of their business
(Wahyuni et al., 2023).

However, inversely proportional to the facts that occur in the field, MSMEs still experience many obstacles
and obstacles which result in a business not being able to develop correctly and some even going out of
business Surya et al. (2021) so that business sustainability still needs to be pursued. In general, the problems
faced by business actors are limited knowledge, funding, human resource competencies, entrepreneurial
orientation, and financial literacy, resulting in a lack of long-term orientation (Azhar & Arofah, 2021). The
Office of Cooperatives and SMEs stated that the increase in the number of MSMEs has not been supported
by satisfactory performance due to the low quality of human resources in business management science,
business actors who do not have entrepreneurial abilities/skills, production factors, low business knowledge,
limited access to capital sources, innovation and aspects of local government policies that pay less attention
to MSMEs. Banyumas, one of the districts in Central Java province that relies on MSMEs to support the
economy (Pratama et al., 2021), has not maximized its efforts to create sustainable business excellence.
Revealed through BPS data (2024), out of 50,878 MSMEs in Banyumas Regency in 2022, only 2,443 MSMEs
innovated, 2,366 of which carried out process innovations, 117 carried out marketing and distribution
innovations, and 145 of them carried out technological innovations. Soetanto et al. (2021) revealed that most
MSME entrepreneurs in Indonesia are still lacking in innovation, so it is not uncommon for their businesses
not to survive in the long term. Therefore, business sustainability is essential for businesses to maintain their
business and provide new opportunities (Calabrese et al., 2021). Sustainability is defined as an ongoing
condition that continues until it leads to the durability of a situation (Ambarwati et al., 2020). The concept
of business sustainability states that the business will continue to operate even in the future (Epinda & V,
2023). Business sustainability is an important consideration because it shows that a business has a realistic
vision and goals. Several researchers have examined business sustainability factors on intellectual capital
(Akhtar et al., 2015; AlQershi et al., 2023; Endang & Pramono, 2022), financial technology (Heenkenda et al.,
2022; Menne et al., 2022; Najib et al., 2021), entrepreneurial capability (Diabate et al., 2019; Somwethee et
al., 2023), innovation capability (Somwethee et al., 2023), and various other factors.
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The first factor tested that can affect sustainability business performance is intellectual capital. Intellectual
capital helps develop the quality of resources to increase the growth and success of a business (Mukherjee
& Sen, 2019). Intellectual capital is defined as intangible knowledge used to create value, achieve high
performance, and realize the goals of a business (Algershi et al., 2022). Intellectual capital is a wealth of ideas
that refers to innovation and determines an organization's future (Sharabati et al., 2010). Intellectual capital
is one of the most valuable resources which allows a business to grow (Gross-Gotfacka et al., 2020).
Intellectual capital consists of three components: human capital, structural capital, and relational capital
(AlQershi et al., 2023). Human capital is an intangible asset of a business that includes the combination and
skills of employees. Structural capital is an intangible asset in business organization routines, including
procedures, policies, culture, structure, database systems, and programs. Relational capital is the external
relationship of a business organization with its stakeholders (Gross-Gotacka et al., 2020).

Through intellectual capital resources, MSMEs must maximize their potential to improve their business
performance (Pratama et al., 2024). In the context of Sustainability, Intellectual capital is of particular
concern because it is the most important resource for an organization to compete (Nurcholisah et al., 2020).
This is in line with research by (Ahmed et al., 2020; AlQershi et al., 2023; Endang & Pramono, 2022; and
Wasiluk, 2013), which reveals the influence of intellectual capital on sustainability business performance,
but in contrast to research by Styaningrum et al. (2020) which reveals that intellectual capital has no direct
effect on sustainability business performance. Given this research gap, this research still needs to be re-
examined.

The second factor tested that can affect sustainability business performance is financial technology. With
the entry of the digital era, various companies and other institutions actively utilize digital technology to
empower finance (Ngamal & Maximus, 2021). One of the efforts that the government can make to overcome
the unrest of MSMEs is by initiating and targeting an increase in the number of MSMEs "going digital"
through the "Bangga Menjadi Indonesia" (BMI) movement, which now continues to increase and is expected
to help the readiness of MSME businesses to continue their business in the new standard era after the
recession (Sustainability et al., 2023). Teten Masduki, Minister of Cooperatives, stated that 22 million MSMEs
have entered the digital ecosystem, and the target is 30 million (Jateng, 2023). The innovation that is
currently trending in the business circle due to the various benefits felt by MSME players is financial
technology. Financial technology combines financial services with technology used in the payment system
(Bank Indonesia, 2023). Almost all business actors utilize financial technology as a transaction, financial
literacy, and financial control system (Wardani & Darmawan, 2020). Financial technology products in
Indonesia are very diverse, ranging from ATM systems, internet banking, mobile banking, and various e-
money such as OVO, go-pay, link aja, and shopee-pay (Lidiawan et al., 2021).

The presence of financial technology makes it easy for MSMEs to understand bookkeeping in financial
management, starting with digitizing financial reports, payment technology, and online-based loans (Fajar &
Larasati, 2021). Thus, financial technology is a business breakthrough and can help the Sustainability of
MSMEs by modernizing payment instruments and creating more effective and efficient financial records.
This is in line with research by (Cahyawati et al., 2023; Nurohman et al., 2021), which reveals the effect of
financial technology on sustainability business performance, but research conducted by (Sustainability et al.,
2023; Papulasih et al., 2024). The research revealed no effect of financial technology on sustainability
business performance. Given the research gap, this research still needs to be re-examined.

The third factor tested that can affect sustainability business performance is entrepreneurial capability.
Entrepreneurial capability is the ability of individuals to achieve goals with internal encouragement in the
form of creativity, problem-solving ability, communication skills, and management expertise (Somwethee et
al., 2023). Entrepreneurial capability refers to the skills and experience of business people with knowledge
in identifying and utilizing business opportunities (Chen et al., 2002). Entrepreneurial capability is the key
role of business actors in making changes and developments to maintain their business. This is in line with
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research by (Marissa M, 2019; Machin et al., 2023; and Hanaysha & Al-Shaikh, 2024). This reveals the
influence of entrepreneurship on sustainability business performance, but research conducted by Kurniawan
Nuringsih (2022) reveals no effect of entrepreneurship on sustainability business performance. With this
research gap, this research still needs to be re-examined.

The fourth factor tested that can affect sustainability business performance is innovation capability.
Innovation capability is a knowledge-based intangible asset for survival, competitiveness, and long-term
business sustainability (Heenkenda et al., 2022). Innovation capability is a process and design of new ideas
in the form of products and services to create the dynamics of national economic growth, increase
employment, and achieve business profits (Taleb et al., 2023). Innovation capability is essential as creating
new ideas to achieve business excellence includes the decision-making process in improving sustainable
organizational performance. Innovation capability is necessary to change products, methods, and
management systems to increase opportunities and maintain business continuity in a dynamic environment.
Increasingly fierce competition urges a business to survive by creating a competitive advantage through
innovation (Hanaysha et al., 2022). This is in line with research by (Mila et al., 2022; Hanaysha et al., 2022;
and Fitriaty, 2023). This reveals the influence of innovation capability on sustainability business performance,
but research conducted by Prakasa et al. (2022). Revealed the opposite, namely the absence of a significant
effect. With this research gap, this research still needs to be re-examined.

This research is a development of (Somwethee et al., 2023). The novelty of this research is to add two
independent variables, intellectual capital and financial technology, and test their effect on business
sustainability through innovation capability. Intellectual capital is one factor of human resource
development because skilled and highly knowledgeable employees become valuable assets that can
encourage business sustainability. Likewise, financial technology is one of the financial innovations providing
excellent opportunities for businesses to grow.

Literature Review

Resource-Based View Theory

Resource-based View theory (RBV) is an approach that can be used to achieve a sustainable competitive
advantage (Barney, 1991; Wernefelt, 1984). Barney (1991) states that the sustainable competitive advantage
of a business entity depends on the resources it has obtained from resources that are unique, valuable, rare,
difficult to imitate, and cannot be replaced, and to obtain lasting benefits for a business, these resources
must be managed effectively. Resource-based View theory (RBV) is a suitable theory for considering the
ability of intellectual capital and entrepreneurial capability and predicting innovation capability to sustain
business performance. RBV explains that intellectual capital includes knowledge, skills, and other intangible
assets that support entrepreneurial capability, which is the ability of businesses to seek opportunities, take
risks, and manage resources creatively. Effective management of internal resources can help MSMEs achieve
sustainable performance through strategic innovation. A business that can improve its performance by
utilizing existing resources and capital (Chandra & Augustine, 2019).

Technology Acceptance Model (TAM)

The Technology Acceptance Model (TAM) theory proposed by Davis (1989) is the first TAM theory that is
widely used in the field of information systems that describes how users can accept and use technology
(Mulyanto et al., 2020). The basis of the TAM model is explained in two concepts: perceived usefulness and
perceived ease of use (Marikyan et al.,, 2023). The attitude of acceptance/rejection of technology is
determined based on the perception of the benefits provided, and the belief in the ease of using technology;
in this case, itis easy to understand and easy to operate (Pramurindra et al., 2022). In the context of MSMEs,
TAM can be used to understand how to adopt and use financial technology services to achieve their business
goals, so the TAM model is important in improving the sustainability of MSMEs. A financial technology that
provides benefits will attract people to use the technology so that awareness arises to carry out transaction
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and production activities for the sustainability of MSMEs (Sustainability et al., 2023). When financial
technology is well accepted, a business will utilize it to increase innovation capability in creating relevant
new products, services, or processes that support business sustainability. The acceptance of financial
technology plays an accelerating role in improving innovation capabilities that strengthen business
sustainability.

The Effect of Intellectual Capital on Sustainability of Business Performance

Intellectual capital is important in the economic context as the main driver of business success (Salvi et al.,
2020). Effective management of intellectual capital is of particular concern to MSMEs because business
development is not only from a financial aspect but also pays attention to non-financial aspects. AlQershi et
al. (2023) Intellectual capital can be classified into human capital, structural capital, and relational capital. It
is an important condition in sustainable competitive advantage and is used to increase competitiveness in
sustainable economic development (Styaningrum et al., 2020). The relationship between intellectual capital
and sustainability business performance supports the RBV theory, which states that intellectual capital is an
internal resource with specific characteristics that can create sustainable competitive strategies (Smriti &
Das, 2018). If not utilized optimally, intellectual capital owned by employees in a business will cause business
failure (Akhtar et al., 2015). Endang and Pramono (2022) showed that intellectual capital has a perfect
implementation and influenced the sustainability of Bandung City MSMEs during the pandemic. Human
capital positively affects business performance (Ahmed et al., 2020). Human capital is an important element,
and structural capital has a significant relationship with performance, leading to business sustainability
(AlQershi et al., 2023). Wasiluk (2013) showed a mutually beneficial relationship between intellectual capital
implementation and business sustainability. Therefore, this study proposes the following hypothesis:

H1: Intellectual capital has a positive effect on sustainability business performance

The Effect of Financial Technology on the Sustainability of Business Performance

Financial technology has influenced Industry 4.0 and played a relevant role in MSMEs' pursuit of a sustainable
business model (Pizzi & Corbo, 2020). The role of financial technology through business digitalization is
influential and can improve the sustainability of MSME businesses (Pardiman et al., 2022). By understanding
the TAM theory, many MSMEs use financial technology services because of their convenience; this will create
sustainability (Papulasih et al., 2024). TAM explains that if someone believes the system is easy to use, it will
affect attitudes and intention to use; this shows that financial technology plays a role in bridging MSMEs in
developing their business (Suyanto, 2022). Research conducted by Cahyawati et al. (2023) and Nurohman et
al. (2021) showed a positive influence on the relationship between financial technology and sustainability
business performance. Ardiansyah (2019) also revealed that financial technology helps overcome equity
problems, thus helping MSMEs become sustainable. Therefore, this study proposes the following hypothesis:
H2: Financial technology has a positive effect on sustainability business performance

The Effect of Entrepreneurial Capability on Sustainability Business Performance

Entrepreneurial capability is an important factor in business growth because it is one of the determinants of
business success strategies Somwethee et al. (2023) and is essential to realizing the sustainable performance
of MSMEs (Al Mamun & Fazal, 2018). Entrepreneurship is related to the knowledge management process
that directly affects dynamic capabilities that can affect sustainable performance. The relationship between
entrepreneurial capability and sustainability business performance can be explained by RBV theory because
the entrepreneurial capability of MSMEs can increase sustainable competitiveness (Somwethee et al., 2023).
Research by Marissa M (2019) Shows that entrepreneurial behaviour influences the sustainability of MSME
businesses in West Jakarta. Entrepreneurship encourages sustainability by accessing new markets and
adapting to changing market conditions (Machin et al., 2023). Entrepreneurial orientation significantly
influences business sustainability and corporate reputation (Hanaysha & Al-Shaikh, 2024). Therefore, this
study proposes the following hypothesis:

H3: Entrepreneurial capability has a positive effect on sustainability business performance
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The Effect of Innovation Capability on Sustainability Business Performance

A business's motivation to satisfy its stakeholders' needs can be achieved through innovation activities,
namely introducing new products, services, or processes (Hanaysha et al., 2022). In an increasingly fast-
moving business environment, innovative businesses will tend to be more flexible, strong, and competitive
(Ardhiyansyah et al., 2024). The relationship between innovation capability and sustainability business
performance supports the RBV theory by developing new products and services built on MSME innovation,
which can achieve business growth and create sustainability (Somwethee et al., 2023). Businesses that
continue to innovate can maintain their business, overcome environmental challenges, and meet
stakeholder expectations to contribute to sustainable long-term growth (Maya et al., 2024). Research by
Mila et al. (2022) shows the effect of digital innovation on the sustainability of Pekalongan Regency MSMEs.
Innovation capability (product innovation, process innovation, service innovation, and marketing innovation)
provides more excellent value to SMEs and positively affects business sustainability (Hanaysha et al., 2022).
Furthermore, Fitriaty (2023) shows that business model innovation has a significant positive effect on
business sustainability. Therefore, this study proposes the following hypothesis:

H4: Innovation capability has a positive effect on sustainability business performance

Innovation Capability Mediates Intellectual Capital on Sustainability Business Performance

Intellectual capital drives competitiveness, market confidence, innovation, and sustainability. Efficient
utilization of intellectual capital in a modern knowledge and technology economy leads to innovation
capabilities (Alvino et al., 2021). Intellectual capital components contribute considerably to innovation, and
knowledge-based interactions generate productivity and new values and help MSMEs achieve sustainable
competitive advantage (Ali et al.,, 2021). RBV theory explains that intellectual capital and innovation
capability are internal resources of MSMEs that are important for business continuity and increase the
competitiveness of MSMEs towards sustainability (Wijayani, 2017). Research by Aljuboori et al. (2022) shows
that the relationship between intellectual capital and business performance is strengthened due to the
mediation of innovation capability so that it can gain a higher business competitive advantage. Mulyana et
al. (2024) showed a significant positive effect of intellectual capital on the performance of MSMEs mediated
by innovation capability. The relationship between intellectual capital and innovation is oriented towards
sustainability (Phonthanukitithaworn et al., 2023). Therefore, this study proposes the following hypothesis:
H5: Innovation capability mediates the positive relationship between intellectual capital and sustainability
business performance.

Innovation Capability Mediates Financial Technology on Sustainability Business Performance

Innovation development occurs due to rapid technological changes (Ngamal & Maximus, 2021). The
presence of technology with easy access to information can create innovation and develop a business
(Kumalasari & Asandimitra, 2019). Using technology in MSMEs provides many benefits for business success
in surviving the crisis, spurs businesses to survive, and creates long-term sustainability (Mila et al., 2022).
Financial technology is an innovation expected to collaborate in MSME operations to maximize the
performance of MSMEs in Indonesia (lbrahim et al., 2021). Through the TAM theory to improve financial
technology services, a form of technological innovation in the financial sector will improve the performance
of MSMEs because the system is considered valuable which can save time, effort, and money while reducing
product waste, chemicals, and resources (Al-Okaily et al., 2021). In line with RBV theory, innovation capability
is considered a valuable resource that can be improved by utilizing information technology to increase
competitiveness in an increasingly competitive market (Indarto, 2024). Research by Lasmi et al. (2024)
revealed that using financial technology positively influences business sustainability. Furthermore, Indarto
(2024) revealed that innovation capabilities have an influence and can mediate the accessibility of
information technology on business performance and help MSMEs maintain market share. Therefore, this
study proposes the following hypothesis:

H6: Innovation capability mediates the positive relationship between financial technology and sustainability
business performance
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Innovation Capability Mediates Entrepreneurial Capability on Sustainability Business Performance
Innovation capability is a basis entrepreneurs use to lead businesses towards sustainability through the
development of new products and services, so innovation capability is considered the optimal strategy for
achieving business competitive advantage (Somwethee et al., 2023). Innovation capability is the ability to
carry out processes that involve the creation of new ideas and management potential to create a competitive
advantage for a business that includes the decision-making process in achieving sustainable business goals.
The ability of a business depends on the people, systems, and processes it uses to convert knowledge into
marketed products and services (Olaleye et al.,, 2024). RBV theory is suitable for considering the
entrepreneurial capability to predict innovation and sustainable organizational performance and has a strong
and important role (Somwethee et al., 2023). Research by Somwethee et al. (2023) shows that innovation
mediates the relationship between knowledge management processes and sustainable business
performance. Innovations mediate the relationship between knowledge management processes and
sustainable business performance (Shahzad et al., 2020). Dynamic management capabilities positively
impact organizational performance because they can increase organizational efficiency in terms of
competition, finance, marketing, and innovation in meeting stakeholder needs (Kongrode et al., 2023).
Therefore, this study proposes the following hypothesis:

H7: Innovation capability mediates the positive relationship between entrepreneurial capability and
sustainability business performance

Method

This study uses a quantitative approach that examines specific populations or samples using research
instruments to collect data, research data in the form of numbers, and analyze using statistics with the aim
of testing predetermined hypotheses (Sugiyono, 2017). The data used is primary data assisted by
guestionnaires as a data collection tool. The population and samples of this study are business actors in
various MSMEs in Banyumas Regency, Central Java Province, with sample selection using purposive random
sampling techniques, which are considered to represent the population accurately. The criteria used for
selecting samples in this study are MSMEs in Banyumas Regency based on the age of the business, which
have been operating for more than 1 year and have at least two employees.

The tool for determining the number of samples used is the G*Power application, which is a statistical test
power tool that provides significant, accurate, and reliable results (Widhiarso, 2012). Using g*power, with
an alpha error probability of 0.05, an effect size of 0.1, and a power of 0.8, as well as four predictor variables,
resulting in a recommended minimum sample of 125. This research was conducted by taking a sample of
200 from a population of 5,242 MSMEs assisted by the Banyumas Regency. A sample of 200 was taken to
anticipate invalid data, but due to data quality, researchers used 198.

critical F 2.44724
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Test family Statistical test
F tests Linear multiple regression: Fixed model, R? deviation from zero
Type of power analysis
A priori. Compute required sample size - given o, power, and effect size
Input Parameters Output Parameters
Determine = Effect size 17 0.1 Noncentrality parameter A 12.5000000
o err prob 0.05 Critical F 2.4472365
Power (1-§ err prob) 0.8 Numerator df 4
Number of predictors 4 Denominator df 120
Total sample size 125
Actual power 0.8030360

Figure 1. G*¥Power sample determination calculation
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The data analysis tool used in this research is the Smart Partial Least Square (Smart-PLS) application, which
includes testing the results of the outer model and inner model. Outer model testing tests validity and
reliability, while the inner model tests R-square and f-square. Both testing models are carried out through
the PLS Algorithm, while to test the hypothesis through bootstrapping testing.

Operational Definition and Variable Indicators

This study uses three independent variables, namely Intellectual Capital (X1), Financial Technology (X2), and
Entrepreneurial Capability (X3). Innovation Capability (M) is a mediating variable, and Sustainability Business
Performance (Y) is the dependent variable. These variables are measured using indicators and statements
attached in the appendix.

The hypothesis testing equation for this study is as follows:

BS :BO + B1IC + B2FT+ B3EC + B4INC + e (i)

INC :a0 + allC + a2FT+ a3EC +e (ii)

Notes: BS stands for sustainable business performance, IC for intellectual capital, FT for financial technology,
EC for entrepreneurial capability, INC for innovation capability, and e for error.

Result and Discussion

Table 1. Respondent Characteristic

Criteria Sub Criteria Frequency Percentage
Male 101 51%
Gender
Female 97 49%
19-28 50 25%
29-38 50 25%
Age of Business Owner 39-48 50 25%
49-59 42 21%
60-87 6 3%
1-2 years 66 33%
3-6 years 71 36%
) 7-11 years 30 15%
Age of Business
12-16 years 11 6%
17-25 years 14 7%
>25 years 6 3%
Personal Business 173 87%
Family Business 14 7%
Business Ownership Structure
Limited Partnership 8 4%
Limited Liability Company 3 2%
Culinary 92 46%
Clothing and Beauty 23 12%
Services 20 10%
Business Sector
Processing Industry 3 2%
Livestock and Fisheries 4 2%
Shop 56 28%
2-3 employees 83 42%
Number of Employees 4-6 employees 97 49%
7-10 employees 13 7%

37



MAKSIMUM: Media Akuntansi Universitas Muhammadiyah Semarang Vol. 15, No. 1, 2025, pp: 30 - 50

Monthly Turnover

Business criteria

Financial Technology Services

>10 employees

<Rp. 25.000.000

Rp. 25.000.000 - Rp. 100.000.000
Rp. 100.000.000 - Rp. 200.000.000
Rp. 200.000.000 - Rp. 500.000.000
Rp. 500.000.000 - Rp 1.000.000.000
Micro

Small

Medium

Already using QRIS

Not yet using QRIS

5
136
53
4

136
57

116
82

3%
69%
27%

2%

1%

2%
69%
29%

3%
59%
41%

Based on the results of Table 1, the characteristics of respondents are grouped into gender, age of business
owner, age of business, ownership structure, business sector, number of employees, monthly turnover,
business criteria, and financial technology services. Gender criteria are dominated by male respondents, with
a percentage of 51%. The age criteria for business owners is dominated by 19 - 48 years old at 25%, the
following age, which is still classified as productive labour. The 3-6 year group dominates the age of MSME
businesses at 36%. The ownership structure criteria are dominated by private ownership at 87%. The culinary
group dominates the business sector criterion at 46%, indicating that many businesses that develop and
continue to survive are culinary. The 4-6 employees group dominates the number of employees criterion by
49%. The < Rp 25,000,000 group dominates the monthly turnover criteria, classified as a micro business
criterion at 69%. Finally, related to service criteria related to financial technology in the form of QRIS, 59%

of respondents have used it for business operations.

Validity and Reliability Test

Table 2. Loading factor and AVE

Variable Indicator Loading Factor AVE
Sustainability Business BS11 0.791 0.604
Performance (BS) BS12 0.754

BS13 0.776
BS14 0.755
BS15 0.808
BS21 0.828
BS22 0.751
BS23 0.769
BS24 0.817
BS25 0.775
BS31 0.761
BS32 0.808
BS33 0.769
BS34 0.787
BS35 0.699
Entrepreneurial Capability EC11 0.739 0.577
(EC) EC12 0.716
EC13 0.791
EC14 0.768
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EC21 0.779
EC22 0.786
EC23 0.685
EC24 0.774
EC31 0.776
EC32 0.773
Financial Technology (FT) FT11 0.764 0.630
FT12 0.782
FT13 0.771
FT14 0.788
FT21 0.789
FT22 0.808
FT23 0.769
FT24 0.795
FT31 0.755
FT32 0.834
FT33 0.825
FT41 0.816
FT42 0.807
FT43 0.805
Intellectual Capital (IC) HC1 0.773 0.579
HC2 0.701
HC3 0.722
HC4 0.712
HC5 0.749
HC6 0.748
HC7 0.742
RC1 0.788
RC2 0.802
RC3 0.726
RC4 0.756
RC5 0.767
RC6 0.710
RC7 0.723
RC8 0.781
SC1 0.778
SC2 0.780
SC3 0.785
SC4 0.799
SC5 0.812
SCé6 0.783
SC7 0.797
Innovation Capability (INC) INC11 0.692 0,541
INC12 0.718
INC13 0.725
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INC14 0.723
INC15 0.741
INC16 0.748
INC21 0.742
INC22 0.739
INC23 0.681
INC24 0.795
INC25 0.746
INC31 0.706
INC32 0.777
INC33 0.749
INC34 0.727
INC35 0.716
INC41 0.736
INC42 0.748
INC43 0.751

Source: SEM-PLS Output (2024)

If the outer loading value is below 0.7 but still between 0.5 - 0.6, close to 0.7, it is acceptable or meets the
criteria in the context of explanatory research (Dr. Duryadi, 2021). Table 2 shows that the loading factor
value shows a number > 0.6 for all indicators, so it is declared valid to meet the convergent validity
requirements; furthermore, by looking at the Average Entrance (AVE) value. In convergent validity
requirements, if the AVE value is more than 0.5, it meets the criteria (Dr. Duryadi, 2021). The table above
clearly shows that the AVE value shows a number > 0.5 for all variables, so it is declared valid to meet the
discriminant validity requirements.

Table 3. Output Fornell-Larcker Criterion

Variable BS EC FT IC INC
Sustainability Business Performance (BS) 0.777*
Entrepreneurial Capability (EC) 0.659 0.760%*
Financial Technology (FT) 0.668 0.666 0.794*
Intellectual Capital (IC) 0.672 0.750 0.676 0.761*
Innovation Capability (INC) 0.756 0.723 0.739 0.738 0.735%*

Source: SEM-PLS Output (2024)

Discriminant validity is declared valid if the Fornell-larger criterion output shows that each construct has
the most excellent Fornell-larger value compared to other constructs in measuring its construct (Dr.
Duryadi, 2021). Table 3 shows that the value of the sustainability business performance variable is 0.777,
which is the highest correlation value. Other variables show the same thing, so the discriminant validity
requirements have been met.

Table 4. Cronbach’s Alpha and Composite Reliability

Variable Cronbach's Composite

Alpha Reliability
Sustainability Business Performance (BS) 0.953 0.958
Entrepreneurial Capability (EC) 0.918 0.932
Financial Technology (FT) 0.955 0.960
Intellectual Capital (IC) 0.965 0.968
Innovation Capability (INC) 0.953 0.957

Source: SEM-PLS Output (2024)
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In the composite reliability and Cronbach’s alpha requirements, it is acceptable if it shows a number higher
than 0.7 (Hair et al., 2017). Based on Table 4, the value shows a number > 0.7 for all variables, so it is
declared reliable to meet the composite reliability requirements.

Table 5. R-Square

R Square R Square Adjusted
BS (Y) 0.620 0.612
INC (M) 0.676 0.671

Source: SEM-PLS Output (2024)

Based on Table 5, the Sustainability Business Performance (BS) variable shows an adjusted R-Square value
of 0.612, which means it has an influence of 61.2% on the Intellectual Capital, Financial Technology,
Entrepreneurial Capability, and Innovation Capability variables. In comparison, other variables outside this
study influence the remaining 38.8%. In addition, the Innovation Capability (INC) variable shows an adjusted
R-Square value of 0.671, which means it influences 67.1% of the Intellectual Capital, Financial Technology,
and Entrepreneurial Capability variables. In comparison, other variables outside this study influence the
remaining 32.9%.

Table 6. f-Square

Variable INC (M) BS (Y)
Entrepreneurial Capability (EC) 0.077 0.015
Financial Technology (FT) 0.202 0.028
Intellectual Capital (IC) 0.106 0.019
Innovation Capability (INC) 0.164

Source: SEM-PLS Output (2024)

Table 6 shows that the square value of the Entrepreneurial Capability variable is 0.077, Financial Technology
is 0.202, and Intellectual Capital is 0.106. This means that the Entrepreneurial Capability and Intellectual
Capital variables have a negligible influence, while the Financial Technology variable has a moderate
influence on the Innovation Capability (M).

Based on Table 6, the results show that the f-square value of the Financial Technology variable is 0.028 and
Innovation Capability is 0.164, indicating that these variables have a moderate influence on the
Sustainability Business Performance (Y). Meanwhile, the f-square value of the Entrepreneurial Capability
variable is 0.015, and Intellectual Capital is 0.019, which illustrates a minimal influence. Small values can be
standard in many scientific contexts, although this indicates very low variability (Lang, 1971).

Hypothesis Test
Table 7. Result of Direct Influence Path Coefficient and Specific Indirect Effect

Original T Statistics P
Sample (|O/STDEV]) Values
(0)
Intellectual Capital -> Sustainability Business Performance 0.145 1.770 0.077
Financial Technology -> Sustainability Business Performance 0.163 2.602 0.010
Entrepreneurial Capability -> Sustainability Business 0.125 1.824 0.069
Performance
Innovation Capability -> Sustainability Business Performance 0.438 5.056 0.000
Intellectual Capital -> Innovation Capability -> Sustainability 0.131 3.238 0.001

Business Performance
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Financial Technology -> Innovation Capability -> 0.161 3.512 0.000
Sustainability Business Performance
Entrepreneurial Capability -> Innovation Capability -> 0.111 3.261 0.001

Sustainability Business Performance
Source: SEM-PLS Output (2024)

Based on hypothesis test, the relationship between intellectual capital and sustainability business
performance is 0.077, and the coefficient of 0.145 indicates a significant positive relationship, so the
hypothesis is accepted at the 10% significance level. Thus, the development of intellectual capital
significantly affects the sustainability of MSMEs. The relationship between financial technology and
sustainability business performance is 0.010, and the coefficient of 0.163 indicates a significant positive
relationship, so the hypothesis is accepted at the 5% significance level. The presence of financial technology
affects the sustainability of MSMEs in surviving in an era of rapidly developing technology. The relationship
between entrepreneurial capability and sustainability business performance is 0.069, and the coefficient of
0.125 indicates a significant positive relationship, so the hypothesis is accepted at the 10% significance level.
The entrepreneurial ability to think critically and creatively brings changes and affects the sustainability of
MSME businesses. The relationship between innovation capability and sustainability business performance
is 0.000, and the coefficient of 0.438 indicates a significant positive relationship, so the hypothesis is
accepted at the 1% significance level. Innovation capability is important for MSME actors to continue to
realize creative ideas to meet market needs and can affect MSME business performance in the long term.

Innovation capability mediates the relationship between intellectual capital and sustainability business
performance by 0.001 and a coefficient of 0.131, indicating a significant positive relationship, and the
hypothesis is accepted at the 1% significance level. From these results, it is identified that innovation
capability encourages vigorous intellectual exploration to create MSME business sustainability, innovation
capability mediates the relationship between financial technology and sustainability business performance
by 0.000 and a coefficient of 0.161, indicating a positive relationship, and the hypothesis is accepted at the
1% significance level. The utilization of financial technology will work optimally through the technological
innovation capabilities of MSMEs to maintain their business sustainability in the digital era. Innovation
capability mediates the relationship between entrepreneurial capability and sustainability business
performance by 0.001 and a coefficient of 0.111, indicating a significant positive relationship. The hypothesis
is accepted at the 1% significance level. Thus, entrepreneurial capability encourages innovation to sustain
MSME businesses in the long term.

Discussions

Intellectual Capital and Sustainability Business Performance

Intellectual capital is an intangible asset for MSMEs in the form of knowledge, expertise, skills, and
relationships owned internally, which become unique and inimitable MSME resources and are expected to
be maximized by business actors so that a business has an advantage so that it can survive and operations
continue. Supports the RBV theory, which states that the company's internal resources can provide a
sustainable competitive advantage where intellectual capital acts as an internal resource with the leading
human capital component, followed by structural capital and relational capital (Vatdmanescu et al., 2019).
With employees who are creative and innovative in making products and engaging content as a means of
promotion, increasing sales can improve the performance of MSMEs (Cahyaningati et al., 2022). The role of
ability, attitude, and structure gives MSMEs supportive resources to improve their business sustainability
performance (Salam et al., 2023). The development and strengthening of intellectual capital is a key factor
to encourage the growth and success of MSMEs (Mulyana et al., 2024). This supports previous research, as
has been done by (Ahmed et al., 2020; AlQershi et al., 2023; Endang & Pramono, 2022; Wasiluk, 2013).
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Financial Technology and Sustainability Business Performance

Financial technology can significantly improve sustainable business performance by understanding
technology acceptance factors. Supporting the TAM theory, financial technology as a financial innovation is
well accepted among MSMEs because it is considered valid, helps to improve business operational efficiency,
and makes it easier for MSMEs to adopt and utilize new financial technologies (lbrahim et al., 2021). Financial
technology should increase the sustainability of MSMEs, making them more competitive and able to survive.
As an easily accessible alternative financing, financial technology should be able to increase the sustainability
of MSMEs (Najib et al., 2021). Applying financial technology for MSMEs is one of the financial strategies in
business development (Raharjo et al., 2022). This supports previous research, as has been done by
(Ardiansyah, 2019; Cahyawati et al. 2023; Nurohman et al., 2021).

Entrepreneurial Capability and Sustainability Business Performance

Business actors with a good entrepreneurial capability base will help MSME business units adapt to the ability
to innovate, take risks, be proactive, and make quick and appropriate decisions in the face of market changes,
create new value, and improve operational efficiency. Supporting RBV theory, entrepreneurial capability is
a valuable resource for business units because it is closely related to business actors (Somwethee et al.,
2023). Entrepreneurial capability is unique and valuable and triggers competence to achieve outstanding
performance (Al Mamun & Fazal, 2018). Developing entrepreneurial capability can increase competitiveness,
performance, and competitive advantage, leading to its business's sustainability (Akbar et al., 2023). This
supports previous research, as has been done by (Hanaysha & Al-Shaikh, 2024; Machin et al., 2023; Marissa
M, 2019).

Innovation Capability and Sustainability Business Performance

With innovation capability, MSMEs can produce quality products and be creative in keeping up with the
times so that their business continues to run. Supporting RBV theory, innovation capability is considered a
rare and important resource because the ability to innovate a business will continue to run and develop
following the times (Somwethee et al., 2023). The willingness and ability to innovate make MSMEs more
dynamic, which can show their competitiveness and sustainability (Akbar et al., 2023). Increasingly fierce
business competition urges businesses to innovate to create sustainable competitive advantage. Thus,
innovation becomes an important management function and supports sustainable business performance
improvement (Setyani et al., 2013). Innovation is considered one of the most effective ways to encourage
the prosperity and business continuity of MSMEs in the long term. This supports previous research, as has
been done by (Fitriaty, 2023; Hanaysha et al., 2022; Mila et al., 2022).

Intellectual Capital, Innovation Capability, and Sustainability Business Performance

MSMEs with substantial intellectual capital and high innovation capability make it possible to achieve
sustainable business performance because innovation can help businesses be more adaptive, creative, and
responsive to market needs. Itis explained through the RBV theory that intellectual capital meets the criteria
of capable resources to develop and implement strategies so that the performance of MSMEs is getting
better (Wijayani, 2017). Intellectual capital is a valuable resource and can be broadly defined as a collection
of all corporate information resources that can be used to increase revenue, attract new consumers, develop
new products, or improve business (Aljuboori et al., 2022). The Intellectual capital component aims to carry
out business strategies by maximizing resources and increasing value through continuous innovation
(Agustia et al., 2021). The existence of creative and innovative resources encourages the creation of new
things to achieve maximum results (Cahyaningati et al., 2022). Increasing intellectual capital can trigger an
increase in innovation capability, which ultimately contributes to improving the performance of MSMEs
(Mulyana et al., 2024). This supports previous research, as has been done by (Aljuboori et al., 2022; Mulyana
et al., 2024; Phonthanukitithaworn et al., 2023).
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Financial Technology, Innovation Capability, and Sustainability Business Performance

The ability of innovation and encouragement from changes in financial technology that lead to digitalization
allow MSMEs to meet their business needs and provide added value to customers, thereby creating a
sustainable competitive advantage. Supporting the TAM theory of sustainability business performance can
be more easily achieved when MSMEs can feel the convenience and usefulness of financial technology
services driven by the innovation capabilities of business actors (Al-Okaily et al., 2021). In line with the RBV
theory, to increase market competitiveness, you can improve innovation capabilities and utilize financial
technology (Indarto, 2024). Innovation capability plays an important role in encouraging the adoption of
financial technology services (Hasanudin & Panigfat, 2024). Financial technology helps the sustainability of
MSMEs and becomes a product of innovation that can increase sustainability competitiveness (Najib et al.,
2021). The ability of innovation that leads to the use of technology benefits the success of businesses in
accessing information to make MSMEs sustainable in the long term. This supports previous research, as has
been done by (Ibrahim et al., 2021; Indarto, 2024; Lasmi et al., 2024).

Entrepreneurial Capability, Innovation Capability, and Sustainability Business Performance

As internal resources, entrepreneurial and innovation capabilities are valuable, rare, difficult to imitate, and
irreplaceable. With entrepreneurial capability, MSMEs can exploit their business opportunities to gain
competence and sustainable advantages. In line with the RBV theory, entrepreneurial capability is a resource
that has an important role in innovating to create sustainable competitive advantage. Innovation arises
based on entrepreneurial characteristics that can see opportunities to affect MSMEs (Setyani et al., 2013).
The basis of entrepreneurship is complemented by the desire to continue to innovate, which will increase
the competitiveness and sustainable performance of MSMEs (Akbar et al.,, 2023). MSMEs will achieve
sustainable competitive advantage when business actors continue to seize market opportunities and focus
on innovation (Hanaysha & Al-Shaikh, 2024). Entrepreneurial capability directly influences sustainability
business performance. The positive impact will be even more significant when MSME business units have
innovation capability that can enable them to implement new ideas into actual innovations. This supports
previous research, as has been done by (Kongrode et al., 2023; Shahzad et al., 2020; Somwethee et al., 2023).

Conclusions and Recommendations

This study reveals that intellectual capital, financial technology, and entrepreneurial capability have a direct
positive effect on sustainability business performance, and they indirectly have a positive impact through
innovation capability. MSMEs will survive and be sustainable if their internal factors support them well.
Intellectual capital, financial technology, and entrepreneurial capability have their respective interrelated
roles, and their development is a strategy to achieve the sustainability of a business. Innovation capability
plays a significant role for MSMEs as it allows them to realize renewal ideas so that the business continues
to run following the times and increasingly rapid technology. This research contributes to MSME actors to
maximize resource utilization because it plays a key role in improving performance and affecting business
sustainability, provides information that collaboration between internal factors and technology utilization
plays an essential role in creating MSME business sustainability, and provides an explanation of the driving
factors in developing internal potential for business sustainability.

The limitations of this study are related to the coverage area, which still limits the level of generalization so
that future research can pay attention to the generalization of findings; if taking samples in the population
of one district area, it is hoped that it can represent all sub-districts below. The criteria for selecting MSME
samples can be expanded again because a minimum of two employees and a business duration of more than
one year are not optimal enough to measure the sustainability of MSMEs. In addition, it is pretty good to
look at the value of the magnitude of the effect to explain the sustainability of MSMEs. However, almost 40%
of the total is still available, which can be explained by other variables outside of the variables of this study
so that in the future, researchers can add other variables related to sustainability business performance.
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Appendix

Operational Definition and Variable Indicators

Variable Operational Definition Variable Indicator
X1: Intellectual Capital Intellectual capital is a collection of | IC1-HC: Learning and education
Clasified into: human capital, | intangible knowledge important in | IC2-HC: Experience and expertise

IC3-HC: Innovation and creation
IC4-SC : System and program
IC5-SC : Research and development
IC6-SC : Intellectual property rights

structural capital, relational
capital

creating value to achieve business
performance and goals. It includes human
capital (the knowledge, experience, and
(AlQershi et al., 2023; skills of employees), Structural capital

and | IC7-RC

Sharaati et al., 2010)

(processes, systems, procedures,
practices performed by employees), and
relational capital (the ability to interact
with external stakeholders to gain
knowledge and build relationships).

: Strategic alliances, licenses,
agreements

IC8-RC : Relationships with partners,
suppliers and customers

1C9-RC Knowledge of partners,
suppliers and customers

X2: Financial Technology

(Lontchi et al., 2023)

Financial technology is an innovative
business service in the financial sector to
meet important needs in the future

FT1: Perceived benefits
FT2: Perceived convenience
FT3: Trust in the service
FT4 : Perceived risk

X3: Entrepreneurial
Capability

(Somwethee et al., 2023)

Entrepreneurial capability is the ability to
direct business towards goals with
internal encouragement in the form of
creativity, skills, problem solving skills,

EC1 : Leadership and management
EC2: Active learning and analysis
EC3 : Self-interest and achievement

(Prakasa et al., 2022)

competitive advantage with new product
development, marketing development,
internal management processes, and
other innovations.

communication, and management
expertise that affect business
sustainability.
M: Innovation Capability Innovation capability enhances | INC1 : Innovative products

INC2 : Innovative process
INC3: Innovative behavior
INC4 : Innovative resources

Y: Sustainability Business

Sustanability business performance as the

BS1: Economic performance
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Performance

(Khan & Quaddus, 2015)

ability to meet business needs through
harmonizing financial, social, and
environmental objectives.

BS2 : Social performance
BS3 : Environmental performance
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