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Abstract

Micro, Small, and Medium Enterprises (MSMEs) have a strategic role in
Indonesia's economic growth. However, there are still many MSMEs that have
difficulty advancing to class, as evidenced by the number of micro-businesses
that dominate. Apart from that, many micro-businesses still have difficulty
adopting digital and accessing capital. This research analyses Financial
Management and digital marketing with Islamic business ethics as a
moderating variable influencing micro-businesses performance in DKI
Jakarta. This research was carried out using the Resource Based View (RBV)
model approach. Data were analyzed using the SEM-PLS method with
SmartPLS version 3 software. The research results show that the level of
Financial Management, digital marketing, Islamic business ethics, and
business performance is in the high category. Other findings show that the
level of Financial Management does not affect business performance. Islamic
business ethics can moderate the influence of Financial Management and
digital marketing on the performance of micro-businesses in DKI Jakarta. This
research implies that digital marketing and Islamic business ethics play an
important role in improving the performance of micro-businesses. At the same
time, Financial Management requires Islamic business ethics as moderation to
have a significant impact on the performance of micro-businesses in DKI
Jakarta.
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INTRODUCTION

The Covid-19 pandemic proves that MSMEs have an important role in
the Indonesian economy. The MSME sector is considered to have the highest
vulnerability to this pandemic because MSMEs generally earn income from
daily merchandise turnover (Azizah et al., 2020). Based on data from the
Ministry of Cooperatives and SMEs, the number of MSMEs currently reaches
64.2 million with a GDP contribution of 61.07% or 8,573.89 trillion rupiah.
MSMESs have an influence on the Indonesian economy, including absorbing
approximately 117 million workers or 97% of the total workforce, and can
collect 60.4% of total investment (Junaidi, 2022).

Figure 1. Ranking of the Number of MSMEs in Indonesia
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Based on Figure 1, DKI Jakarta is in fourth place in the ranking of the
number of MSME units, with a total of 658,365 units. Until now, the DKI
Jakarta region is the center of government and a barometer of the national
economy, the MSME sector is the backbone of the economy, including being
the driving force of the DKI Jakarta economy (Nasarudin, 2011). Based on
data from BPS DKI Jakarta, the number of MSMEs in DKI Jakarta reached
98.78% of the total number of businesses. However, according to the Ministry
of Finance (Kemenkeu), the majority of MSMEs are still experiencing various
challenges, such as difficulty upgrading, minimal access to digitalization,
difficulty penetrating the global market, and a lack of financial services
(Ministry of Finance, 2022).
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Figure 2. Number of MSMEs in Indonesia by Class (2021)
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Based on Figure 2, the Ministry of Cooperatives and Small and Medium
Enterprises (Kemenkopukm) noted that there were 64.2 million units of
micro, small and medium enterprises (MSMEs) in Indonesia in 2021. Micro
enterprises reached 63.96 million units in 2021 or contributed 99.62 % of total
business units in Indonesia (Muhamad, 2023). This shows that MSMEs in
Indonesia have difficulty advancing to class. This is proven by the fact that
micro businesses dominate (99.62%) and this proportion has not changed
much in the last 10 years (Ministry of Finance, 2022). Reflecting on this, DKI
Jakarta has a Jakpreneur program in an effort to develop MSMEs. According
to the Head of the Department of Industry, Trade, Cooperatives, Small and
Medium Enterprises (PFMUKM) DKI Jakarta Province Elisabeth Ratu Rante
Allo, the Jakpreneur program not only facilitates Jakarta residents who want
to start a business, but also to develop them so that their businesses are better
and move up in class, by carrying out mentoring and coaching (Aulia, 2023).

Based on One Indonesian Data (2023), out of 372,667 Jakpreneur
members, only 40,710 MSMEs have gone digital. This shows that only 10.92%
of Jakpreneur participants already have one platform digital marketing.
MSME players are encouraged to follow these advances because technology
is developing so quickly (Alexander, 2023).

According to the Indonesian Internet Service Providers Association
(2023), there are 215,626,156 people or 78.19% of the total population of
Indonesia who are connected to the internet. Marketplace and social media
can be a solution to help MSMEs gain easier access to more marketing
opportunities (Alexander, 2023). Digital marketing allows microbusinesses to
target audiences more specifically based on demographics, interests and
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behavior online. In this way, micro business actors can direct marketing
efforts to people who have the highest potential to become their consumers
(Razie et al., 2022). Digital marketing can make it easier for micro businesses
to analyze campaign performance in a more measurable way. Through use
platform marketplcae and social media, micro businesses can measure the
level of customer interaction, conversion and retention realtime, and use the

data to optimize their marketing strategies in the future (Primadhita et al.,
2023).

Other problems with MSMEs are related to access to capital which
reached 51.2% and problems with fulfilling or supplying raw materials at
46.3% (Intan, 2023). Seeing this, access to financing for MSMEs is a big
challenge for Indonesia today. Of the total credit that has been disbursed by
banks currently, only one fifth has been given to MSMEs (KADIN Indonesia,
2023). The greater the capital a business actor has, the greater the opportunity
to improve his business. However, only around 70% of MSMEs have access
to formal financial institutions (Istana UMKM, 2023).

Apart from capital, Financial Management is also an obstacle faced by
MSMEs. Inefficient Financial Management can hinder the development of
MSMEs (Habibi et al., 2022). Based on the results of research conducted face-
to-face by OCBC Bank together with NielsenIQ, MSME Financial
Management is in alert status, namely with an average Business Fitness Index
(BFI) of 43.84 from the ideal score of 75 (Pratama, 2023). Usually, MSMEs
only record income and expenses, and only a small percentage record rent as
an expense (Wardi et al., 2020). The existence of these problems can affect
financial performance which is difficult to measure, so efforts are needed to
improve the performance of MSMEs (Mali, 2023).

Then, to achieve its maximum potential, micro businesses need to apply
good management principles, including business ethics. The application of
Islamic business ethics can be an effective solution for micro business actors
to overcome various challenges, such as less efficient Financial Management
and less transparent business practices. This is reflected in the
implementation of Islamic business ethics which emphasizes principles such
as honesty, justice, transparency and social responsibility (Ferdinand et al.,
2023).

By paying attention to justice, sustainability and common interests,
businesses can build a strong foundation for long-term growth (Ayyubi &
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Anggraini, 2019). However, there are many MSME actors who have not
implemented Islamic business ethics in their businesses (Katmas et al., 2022).
For example, there are many micro business actors who commit fraudulent
acts by reducing the quantity/quantity of goods, talaqqi rukban, and market
monopoly. These actions are not in accordance with the teachings of Islam.
Also, this can cause losses to be borne by other parties such as consumers,
business partners and other micro business actors. The losses experienced by
other parties show that there is no principle of justice.

In measuring business performance, research conducted by Yakob et al.
(2021), Kawira et al. (2019); Ranjan (2023); Srimulyani et al. (2023) uses theory
Resource Based View (RBV). The main idea in the RBV theory states that a
company can achieve performance excellence and sustainable competitive
advantage if it obtains valuable resources, has valuable capabilities that have
no substitute and cannot be imitated, and the company must have the ability
to absorb and implement them (Barney, 1991) . Theory Resource Based View
states that tangible and intangible resources within a company or
organization can encourage companies or organizations to formulate
strategies to achieve competitive advantage Sari (2020).

The RBV theory in this research is the basis for explaining that the
application of Financial Management, digital marketing, and Islamic business
ethics are resources as a source of competitive advantage. So that MSMEs
have value and potential in supporting the running of a business to achieve
competitive advantage and sustainable performance growth (Hilmawati &
BPsumaningtias, 2021).

Based on the explanation above, this research is important to carry out
because DKI Jakarta is the economic center of Indonesia with a large and
diverse population. Based on the phenomena that have been descrIBEd as
well as the results of studies from previous research, there are still
inconsistencies in research that discusses the performance of MSMEs. This
research refers to theory Resouce Based View (RBV) by using Financial
Management and digital marketing variables with Islamic business ethics as
a moderating variable. Apart from that, research measuring the performance
of micro businesses through the application of Islamic business ethics as a
moderating variable is still low.
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LITERATURE REVIEW

Theory Resource Based View (RBV)

This theory was first presented by Wernefelt in 1984 in research “A
Resource-based View of the Firm”. The RBV theory was popularized by
Hamel and Prahalad in their book entitled Competing for the Future (1996)
(Madhani, 2010). The resources and capabilities that exist within a company's
internal environment are used to develop strategies for the external
environment including customers, suppliers, new entrants, products or
services, and competition between companies (Kim et al., 2007).

According to the RBV, an organization can be considered as a collection
of physical resources, human resources and organizational resources (Barney,
1991). Organizational resources that are valuable, rare, imperfectly imitable
and imperfectly substitutable are the main source of sustainable competitive
advantage for superior performance (Barney, 1991). RBV emphasizes
exploiting a company's unique internal strengths, rather than focusing solely
on the external environment, to develop strategies that enable it to
outperform competitors (Madhani, 2010). Barney (1991) provides three types
of resources, namely:

1. Physical capital resources (physical, technological, plant and
equipment),

2. Human capital resources (training, experience, insight),

3. Organizational capital resources (formal structure).

Business Performance

Business performance refers to all actions and initiatives undertaken by
a company over a certain period of time. Overall business performance
provides an overview of how well a company is progressing towards its
long-term goals (Nafiah et al, 2023). High-performing companies are
companies that can maintain success despite operating in an uncertain
business climate and landscape (Cho & Lee, 2018).

According to Prawirosentono (2010), performance refers to the work
results achieved by individuals or groups in an organization. This is in line
with their respective authorities and responsibilities, as part of a collective
effort to achieve organizational goals legally and ethically without violating
the law or moral standards. Performance is the measurable contribution of
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employees who advance organizational goals while operating within defined
roles and ethical boundaries (Thohari, 2019). Based on the explanation above,
this research uses the indicators proposed by Srimulyani et al. (2023) in
measuring the performance of halal certified MSMEs in DKI Jakarta, namely:

1. profitability,
2. productivity,
3. and market share.

Financial Management

According to Padli & Hehanussa (2023), Financial Management or
Financial Management is all activities related to acquiring capital, using funds,
and managing assets in accordance with the company's overall objectives.
Financial Management practices are a collection of standard procedures
developed to handle financial reporting, budgeting, and other operations
involving company funds (Ahmed & Mwangi, 2022; Otoo, 2024). Financial
Management is an integral part of managing financial resources and making
financial decisions (Dwangu & Mahlangu, 2021; SooriyaBPmaran et al., 2022).

To improve the performance and sustainability of micro businesses,
strategic efforts are needed, including deepening micro business actors'
knowledge of financial knowledge so that management and accountability can
be better accounted for (Fitriasandy & Anam, 2022). This research uses
indicators presented by Hernandez et al. (2021) in measuring Financial
Management among micro business actors in DKI Jakarta, namely:

1. Working capital management
2. Capital budget management
3. Asset management

Digital Marketing

Digital marketing is activities, institutions and processes that are
facilitated by digital technology in communicating, creating and delivering
value to consumers and other interested parties (Razie et al., 2022). According
to Syukri & Sunrawali (2022), digital marketing is promotional activities and
market search through digital media online by utilizing various means such as
social networks.

With digital marketing, communication and transactions can be carried
out at any time/real time and can be accessed throughout the world, someone
can also view various goods via the internet, most of the information about
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various products is available on the internet, ease of ordering and consumers'
ability to compare one product with another (Kotler & Keller, 2008). Apart
from that, the advantage of digital marketing using the internet is that it is
easier, cheaper or faster to communicate (Arumsari et al., 2022).

Hurriyati (2005) states that price has a significant role in the decision-
making process, where price allocation helps buyers determine how they can
obtain the expected results according to their purchasing power. The price of a
product reflects a person's level of satisfaction with the item they purchased.
A person is willing to pay a premium if the product meets or even exceeds his
expectations. On the other hand, if a person's satisfaction with the product is
low, he will not want to pay a high price or even buy the product (Setiawan &
Safitri, 2019).

This research uses indicators proposed by Amir et al. (2020) by
eliminating indicators of using the internet in activities and convenience
regarding time aspects. So the indicators used to measure digital marketing
are as follows:

Interaction between customers and entrepreneurs
Promotion media

Brands become better known

Save cost

Gl LN =

Expanding market access
Islamic Business Ethics

Ethics is a code that must be adhered to or obeyed (Silviyah & Lestari,
2022). According to Katmas et al. (2022), Islamic business ethics is a
foundation for running a business that is in line with the principles of morality
based on the Koran and hadith which are not only about good/bad,
right/wrong but also focus on the halal and haram of business activities.
Business ethics is responsible for determining the moral standards and
behavior expected of players in the business world. Business ethics plays an
important role in creating a fair and honest business environment that can

increase consumer confidence in the products and services offered (Ferdinand
et al., 2023).

For MSME players, Islamic business ethics is an effective way to
develop and increase income for those who own businesses. Because it
contains rules for doing business and developing a business. When a business
actor can apply Islamic business ethics in running his business, it will make it
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easier to develop the business and easier to identify or fix if there is a problem
in the business (Nasution & Padangsidimpuan, 2023). This research uses
indicators proposed by Putri et al. (2023) to measure Islamic business ethics
among micro business actors in DKI Jakarta, namely:

1. Unity
2. Balance or justice (equilibrium)
3. Free will
4. Responsibility
5. Truth (Benevolence)
Research Hypothesis

The hypothesis in this research is as follows:

H1: Financial Management has a positive effect on the performance of
micro businesses in DKI Jakarta

H2: Digital marketing has a positive effect on the performance of micro
businesses in DKI Jakarta

H3: Islamic business ethics moderate and strengthen Financial
Management of micro business performance in DKI Jakarta

H4 : Islamic business ethics moderate and strengthen digital marketing
on the performance of micro businesses in DKI Jakarta

METHODOLOGY

The research method used in this research is quantitative with a
combination of descriptive methods and causality with a quantitative
approach. The population in this research is micro business actors in DKI
Jakarta. The sampling method used is non-probability sampling which means
that each member of the population does not have the same chance of being
selected as a member of the sample. As for types sampling which is used is
purposive sampling. Meanwhile, the time for data collection will be carried
out in June 2024. The instrument or measuring tool in this research uses a
questionnaire. The questionnaire contains a series of questions that will be
answered by respondents using the criteria and number of respondents that
the author has determined google form.

Technical data analysis uses Structural Equation Modeling-Partial Least
Square (SEM- PLS). The number of samples obtained in this research was 284
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respondents. Questionnaires were distributed using google form through
various platform existing social media such as WhatsApp, Instagram, Line,
Telegram, Twitter and others. Then conduct direct interviews with street
vendors and the author's relations who have micro businesses. This research
uses software SmartPLS 3 for windows. The steps taken in this research are
as follows:

Validity Testing on the Outer Model

1. Convergent Validity, is a tool used to measure reflective validity as
a measure of variables that can be seen through values outer
loadings from each variable indicator. Hair et al. (2017) stated that
for early stage research a loading value of 0.5-0.6 was considered
good enough.

2. Reliability Testing (Composite Reliability and Cronbach’s Alpha),
this test is carried out to measure internal consistency or measure
the reliability of the measurement model and the value must be
above 0.70. However, if the value is 0.60 - 0.70 it is still acceptable
explanatory research (Hair et al., 2017).

Hypothesis test (Resampling Bootstrapping)

This section will test the research hypothesis which can be seen from the
t-statistic value and probability value. To test the hypothesis in this study, a
significance level of 5% was used so that the t-statistic value used was 1.96.
The criteria for accepting or rejecting the Ha hypothesis are accepted and Ho
is rejected using t-statistics, namely if the t-statistic is > 1.96 then the
hypothesis is accepted, and vice versa. Next, to reject or accept the
hypothesis, use the probability that Ha is accepted if P-Values < 0.05.

RESULTS AND DISCUSSION

Overview of Respondents

To support this research, information is needed about the
characteristics of respondents who are micro business actors in DKI Jakarta
who are Muslim and studied based on gender, age, highest level of
education, domicile, annual turnover and business sector. The sample used
in this research was 284 respondents.
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Table 1. Average Score Based on Respondent Characteristics

Characteristics N %
Gender
Men 136 47,9%
Women 148 52,1%
Age

9-24 91 32,0%

25 -40 115 40,5%

41 -55 51 18,0%

56 - 74 27 9,5%

Education

Elementary School Equivalent 2 0,7%
Middle School Equivalent 3 1,1%
High School Equivalent 156 54,9%
D1/D2/D3 13 4,6%

S1/D4 75 26,4 %

S2 33 11,6%

S3 2 0,7%

Domicile

West Jakarta 45 15,8%
Central Jakarta 38 13,4%
South Jakarta 72 25,4%

East Jakarta 58 20,4%

North Jakarta 49 17,3%
Kepulauan Seribu 22 7,7%

Annual Income
<100.000.000 198 69,7 %
100.000.000 - 250.000.000 70 24,6%
250.000.000 - 500.000.000 3 1,1%
500.000.000 - 1.000.000.000 5 1,8%
1.000.000.000 - 1.500.000.000 7 2,5%
1.500.000.000 - 2.000.000.000 1 0,4%
Business Sector

Agribusiness 22 7,7%

Event Organizer 26 9,2%
Fashion 39 13,7%
Cleaning Services 10 3,5%
Beauty 23 8,1%
Food and Beverages 64 22,5%
Automotive 19 6,7 %
Education 16 5,6%
Creative Product 40 14,1%
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Characteristics N %

Tour and Travel 25 8,8%

Source: Data Processing Result
Data Analysis Test Results

This test is carried out using the method Partial Least Square-Structural
Equation Modeling (PLS-SEM). The software used to carry out data analysis
using PLS-SEM is SmartPLS 3. The following are the results of the analysis
stages using the PLS-SEM method.

Outer Model Testing

Testing outer model carried out to explain how each group of
indicators relates to the latent variable. This approach can explain the
relationship between indicators and their variables.

Convergent Validity

Convergent validity is a measurement model using reflective indicators
which are evaluated based on the correlation between the item/component
score values and the construct score values calculated using PLS. A reflective
measurement is said to have a high level of reflection if the value is more
than 0.70 with the construct being measured.

Table 2. Outer Loadings

lslamic * Business gy pigital Financial
Business Performa .
Ethics nce BE BE Marketing Management
IBE2 0,863
IBE6 0,806
IBES 0,798
IBE10 0,807
IBE11 0,807
BP2 0,894
BP3 0,881
BP6 0,878
DM2 0,855
DM4 0,862
DM5 0,874
DM?7 0,882
DM10 0,737
FM1 0,849
FM4 0,830
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FM6 0,857

DM* 1,614
IBE

FM* 0,889
IBE

Source: Data Processing Result with SmartPLS

Results output testing outer loadings in table 2 using SmartPLS, shows
that the indicators in this study already have convergent validity adequate.
After eliminating problematic items, it can be seen that all indicators in this
study are valid, with value loading factors more than 0.7.

Discriminant Validity

Discriminant validity is tests that are assessed based on measurements
cross-loading with constructs, which means looking at the extent to which
the latent construct can predict the indicator block. To assess how well the
latent variable predicts the indicator block, it can be seen from the square
root value Average Variance Extracted (AVE). A prediction is considered to
have a good AVE value if the AVE square root value of each latent variable is
greater than the correlation between the latent variables.

Table 3. Fornell-Larcker Criterion

Islamic Business DM*I FM*I Digital Financial
Business  Performa  BE BE Marketing  Management
Ethics nce

Islamic

Business 0,817

Ethics

Business

Performance 0,405 0,554

DM*IBE 0,168 0,331 1,000

FM*IBE 0,381 0,578 0,032 1,000

Digital 0,258 0,637 0241 0,373 0,844

Marketing

Financial 0,076 0,183 0,380 0,133 0,235 0,854

Management

Source: Data Processing Result with SmartPLS

Based on the results of the test in table 3 Discriminant validity through
Fornell-Lacker Criterion It can be seen that the root of AVE in each construct
is greater than the correlation of each construct with other constructs. Other
methods can also be used with analysis cross-loading between the indicator
and its construct, namely by comparing the correlation of the indicator to its
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associated construct with the correlation coefficient with other constructs.
The correlation coefficient value of the indicator towards the associated
construct must be greater than the other constructs. Here are the results
cross-loading;:

Table 4. Cross Loadings

Islamic

Busine Business Digital Financial
Perform DM*IBE FM*IBE .
Marketing  Management
Ethics ance

IBE2 0,863 0,403 0,159 0,361 0,248 0,117
IBE6 0,806 0,286 0,099 0,265 0,171 0,061
IBES8 0,798 0,253 0,122 0,304 0,232 0,036
IBE10 0,807 0,359 0,152 0,321 0,262 0,017
IBE11 0,807 0,316 0,142 0,290 0,126 0,065
BP2 0,370 0,894 0,266 0,544 0,526 0,122
BP3 0,323 0,881 0,287 0,518 0,597 0,121
BP6 0,382 0,878 0,321 0,474 0,565 0,238
DM2 0,157 0,438 0,167 0,206 0,855 0,211
DM4 0,191 0,489 0,180 0,287 0,862 0,235
DM5 0,140 0,443 0,163 0,227 0,874 0,167
DM7 0,195 0,519 0,172 0,290 0,882 0,200
DM10 0,332 0,686 0,283 0,467 0,737 0,172
FM1 0,035 0,153 0,269 0,133 0,173 0,849
FM4 0,040 0,143 0,253 0,101 0,195 0,830
FM6 0,112 0,166 0,430 0,102 0,225 0,857
DM*IBE 0,381 0,578 0,032 1,000 0,373 0,133
FM*IBE 0,168 0,331 1,000 -0,032 0,241 0,380

Source: Data Processing Result with SmartPLS

As shown in Table 4, the core variable within each construction exhibits
a relatively high value. This indicates that it is a stronger predictor compared
to the individual indicators within the same construction. However, it's
important to note that while the construction itself may have good
discriminant validity, it doesn't necessarily imply that it can outperform
individual indicators from other blocks in terms of prediction

Some experts argue that cross loading and Fornell Larcker Criterion
may be less effective in evaluating discriminant validity. Ratio Heterotrait-
Monotrait (HTMT) is a suggested alternative approach to evaluate
discriminant validity. This method uses a multitrait-multimethod matrix as
the basis for measurement. The HTMT value should be less than 0.9 to
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ensure discriminant validity between two reflective constructs (Henseler et
al., 2015). The following are the results of the HTMT analysis in this research:

Table 5. Mark Heterotrait-Monotrait Ratio (HTMT)

Islamic

Busine Business DM*1B Digital Financial
Perform FM*IBE .
ss E Marketing  Management
. ance
Ethics
Islamic
Business
Ethics
Business 0,456
Performance
DM*IBE 0,176 0,355
FM*IBE 0,402 0,624 0,032
Digital 0267 0692 0241 0,369
Marketing
Financial 0094 0218 0419 0,148 0,274
Management

Source: Data Processing Result with SmartPLS

Based on the results of the HTMT test in Table 5, it shows that all
HTMT values are <0.9, so it can be stated that all constructs are valid in
terms of discriminant validity based on the HTMT calculation. So, based on
the results of the three tests above, it can be concluded that all constructs in
the model being measured meet discriminant validity.

Average Variance Extracted

Table 6. Average Variance Extracted (AVE)

Average Variance Extracted (AVE)

Islamic Business Ethics 0,667
Business Performance 0,782
DM*IBE 1,000
FM*IBE 1,000
Digital Marketing 0,712
Financial Management 0,715

Source: Data Processing Result with SmartPLS

Based on the test results in Table 6, it shows that all variables in this
study have an AVE value of more than 0.5. Thus, it can be concluded that all
latent variables in this study are said to be good at representing indicators.

Composite Realibility
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This test is carried out to measure internal consistency or measure the
reliability of the measurement model and the value must be above 0.70.
However, if the value is 0.60 - 0.70 it is still acceptable for explanatory
research (Hair, 2017).

Table 7. Composite Reliability

Cronbach's Alpha Composite Reliability

Islamic Business Ethics 0,876 0,909
Business Performance 0,861 0,915
DM*IBE 1,000 1,000
FM*IBE 1,000 1,000
Digital Marketing 0,899 0,925
Financial Management 0,801 0,883

Source: Data Processing Result with SmartPLS
Inner Model Testing

After testing the outer model, the next stage is testing the inner model.
Inner model testing was carried out through R-Square (R2), Multicollinearity,

F-Square (F2), Q-Square (Q2) and Good of Fit (GoF) analysis. The following
is a description of each test component:

R-Square Test Analysis (R2)

R-Square analysis (R2) for endogenous latent variables, namely R-
square results of R2 = 0.67 (strong model), R2 = 0.33 (moderate model) and
R2 = 0.19 (weak model). The R-Square test (R2) aims to explain the large
proportion of variation in the dependent variable that can be explained by all
the independent variables.

Table 8. R-Square Value

R Square R Square Adjusted

Business Performance 0,602 0,594

Source: Data Processing Result with SmartPLS

Based on table 8, it shows that the R value-Square in this study was
0.602. Mark R-Square This indicates that the variable level of Financial
Management and digital marketing able to explain the dependent variable,
namely business performance of 60.2%. Meanwhile, 39.8% was influenced or
explained by other variables that were not in this study. Next, the results of
R-Square Adjusted of 0.594 indicates that the exogenous latent variable has a
moderate relationship with the endogenous latent variable.

77



LAA MAISYIR: Jurnal Ekonomi Islam, November 2024: 62-92
The 2nd International Collaboration Conference on Islamic Economics (ICCEIS) 2024
“Global Innovations for a Sustainable Islamic Economics”

Multicollinearity Analysis

Analysis  Multicollinearity namely

testing whether

is

multicollinearity in the PLS - SEM model which can be seen from the

tolerance value or Variance Inflation Factor (VIF) value. If the tolerance value

is 5 then it is suspected that there is multicollinearity.

Table 9. Variance Inflation Factor

Business Performance

Islamic Business Ethics 1,236
Business Performance

DM*IBE 1,243
FM*IBE 1,354
Digital Marketing 1,333
Financial Management 1,293

Source: Data Processing Result with SmartPLS

Based on test results variance inflation factor Table 9 shows that the VIF

value in this study is <5. Thus, it can be concluded that this study is free

from multicollinearity problems, meaning that the constructs that are built

have different characteristics from each other so that no changes to the

constructs are needed.

F-Square Analysis (F2)

F-Square (F2) analysis is an analysis carried out to determine whether

or not there is a significant relationship between variables. The criteria for F2
analysis are F2 = 0.02 (weak), F2 = 0.15 (moderate) and F2 = 0.35 (large),

while F2 values < 0.02 are considered to have no effect.

Table 10. F-Square Value

Business Performance

Islamic Business Ethics 0,037
Business Performance

DM*IBE 0,056
FM*IBE 0,274
Digital Marketing 0,298
Financial Management 0,015

Source: Data Processing Result with SmartPLS
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Based on Table 4.34, it shows that the variables Islamic business ethics
and DM*IBE on business performance has a value of 0.02<F-Sqularel<0.15,
namely 0.037 and 0.056 respectively, this shows that both variables have a
weak effect. Then the FM*IBE and digital marketing variables have quite a
strong influence on business performance, with values of 0.274 and 0.298
because 0.15<F-Sqularel<0.35. Meanwhile, the Financial Management
variable does not have any effect because the F-value Square Financial
Management on business performance is 0.015.

Q-Square Analysis (Q2)

Analysis Q-Square Predictive Relevance is an analysis that is useful for
measuring how well the observation values are produced by the model and
also the estimated parameters. A Q-Square value greater than 0 (zero) has
good predictive relevance, while a Q-Square value less than zero indicates
that the model lacks predictive relevance.

Table 11. Q-Square Value (Q2)

SSO SSE Q? (=1-SSE/SSO)
Islamic Business Ethics 1420,000 1420,000
Business Performance 852,000 465,353 0,454
DM*IBE 284,000 284,000
FM*IBE 284,000 284,000
Digital Marketing 1420,000 1420,000
Financial Management 852,000 852,000

Source: Data Processing Result with SmartPLS

Based on the analysis using SmartPLS, it can be concluded that the Q-
square value for business performance in this research is 0.454. This value is
greater than 0 (zero), which indicates that it has predictive relevance and is
considered good.

Goodness of Fit

Analysis Testing Goodness of Fit (GoF) used in evaluating the overall
structural and measurement model. Data analysis using PLS-SEM requires
manual calculations to determine the GoF value. The GoF value category is
0.1 which is categorized as small, 0.25 is categorized as medium and 0.38 is
categorized as large. The following is the formula used to calculate the
Goodness of Fit value:
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GoF =VAVE x R?
=+0,719 x 0,602
= 1/0,432
GoF = 0,657

Based on the calculations above, the GoF result is 0.657 and is included
in the large category because it exceeds 0.38. In this way, it can be concluded
that the model developed in this research has Goodnelss of Fit the good one.

Testing and Discussion of Research Hypothesis

This section will discuss testing research hypotheses which can be seen
from t-statistic values and probability values. This research uses a
significance level of 5% so the t table used is 1.96. There are several
conditions for drawing conclusions, as follows:

1. If the t-statistic value < 1.96 or P-Value > 0.05, then HO is accepted
and Ha rejected
2. If the t-statistic value 1.96 or P-Value < 0.05, then HO is rejected and
Ha accepted
Then assess original sample used to see the direction of hypothesis
testing. If on value original sample shows a positive value, then the direction
is positive. If value original sample negative, then the direction is negative.
The test results are calculated bootstrapping using SmartPLS which has been
done, as follows:

Figure 1. Hypothesis Test
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Table 12. Path Coefficient

0.135

Kuz2

KU3

KU&

Original Sample T Statistics P Values
Sample (O) Mean (M) (|O/STDEV))

Financial Management -> 0,087 0,097 1,518 0,130
Business Performance
Digital Marketing -> 0,398 0,401 11,514 0,000
Business Performance

* - -
FM®IBE -> Business 0,238 0,240 7.455 0,000
Performance

. : .
DM¥IBE -> Business 0,188 0,170 2167 0,031
Performance
Islamic Business Ethics -> 0,135 0,139 2,821 0,005

Business Performance

Source: Data Processing Result with SmartPLS

Based on the results in table 10, it is known that Financial Management

variables have no effect on the performance of micro businesses in DKI Jakarta.

This research is in line with research conducted by Anggraeni (2016) which

shows that Financial Management has no effect on business performance. This

shows that business Financial Management only involves simple record keeping,

recording expenses and the income they receive. So it doesn't affect business

performance. The results of this research are also supported by research
conducted by Anggriani et al. (2023); Samira et al. (2023).
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Digital marketing variables have a positive and significant influence on the
performance of micro businesses in DKI Jakarta. This research is in line with
research conducted by Ranjan (2023), showing that digital marketing has a
positive effect on the performance of MSMEs. This indicates that digital
marketing makes it easier for MSME players to provide information and interact
directly with consumers, expand market share, increase awareness and increase
sales for MSME players. The better the application of digital marketing to the
business, the better the company's performance will be. The results of this
research are also supported by research conducted by Cecillia & BPswoyo (2023);
Chusumastuti et al. (2023); Febriyantoro & Arisandi (2018); Kawira et al. (2019);
Muttaqin (2023); Soave et al. (2021).

Islamic business ethics is able to moderate the effect of Financial
Management on the performance of micro businesses in DKI Jakarta. This
research is in line with research conducted by Katmas et al. (2022), showing that
Islamic business ethics has a positive effect on the performance of MSMEs. This
indicates that the application of Islamic business ethics such as aspects of tawhid,
justice, free will, responsibility, and ihsan affects the performance of MSMEs. The
more MSME actors apply Islamic business ethics in their business, the
performance of these MSMEs will increase. Research conducted by Juliana et al.
(2019) revealed that the application of Islamic business ethics is reflected in the
right intentions, attitudes, and behavior in carrying out various processes, both
the transaction process, obtaining commodities, the product development
process, and the process of obtaining profits. The results are also supported by
research conducted by Ayyubi & Anggraini (2019); Ferdinand et al, (2023);
Nasution & Padangsidimpuan (2023); Silviyah & Lestari (2022).

Furthermore, Islamic business ethics is able to moderate the effect of the
level of digital marketing on the performance of micro businesses in DKI Jakarta.
This research is in line with research conducted by Anwar et al. (2024) on asnaf
women entrepreneurs revealed that capital, courses or training, and knowledge
are the main factors for the success of entrepreneurs. The role of morals must
adorn business people, both individuals and companies that develop digital
marketing, namely by emulating the traits exemplified by the Prophet
Muhammad PBUH in doing business including: Sidiq, Amanah, Tabligh, and
Fathonah (Igbal, 2022). When micro business actors apply Islamic business ethics,
such as honesty in advertising, transparency in transactions, and fairness in
pricing, it can improve the performance of micro businesses in DKI Jakarta. In the
research of Raza et al. (2023), showed that the business perspective (trust, honesty
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and truth) and the spiritual perspective of Islamic entrepreneurship (namely
Tagwa, goodwill and respect for religious obligations) have a positive effect on
the business performance of SMEs.

CONCLUSION

Based on the findings in the field, the conclusions are as follows: First,
micro business actors in DKI Jakarta have a high level of Financial
Management, digital marketing, Islamic business ethics and business
performance. Second, the level of Financial Management has no effect on
the performance of micro businesses in DKI Jakarta. This refers to the level
of knowledge of micro business actors regarding finance so that their
management and accountability can be better accounted for. This shows
that business Financial Management only involves simple record keeping,
recording expenses and the income they receive. So it doesn't affect
business performance.

Third, the level of digital marketing has a positive and significant
effect on the performance of micro businesses in DKI Jakarta. This refers to
the use of digital media for promotion and market search in its business. So,
the more micro business actors utilize digital technology to market their
business, the better the impact on the performance of micro businesses in
DKI Jakarta.

Fourth, the level of Islamic business ethics moderates and strengthens
the influence of Financial Management on the performance of micro
businesses in DKI Jakarta. This shows that without taking into account the
application of Islamic business ethics, Financial Management has no direct
effect on business performance. However, when micro business actors
apply high Islamic business ethics, Financial Management becomes more
effective and has a significant impact on the performance of micro
businesses in DKI Jakarta.

Fifth, the level of Islamic business ethics moderates and strengthens
the influence of digital marketing on the performance of micro businesses in
DKI Jakarta. This shows that the influence of digital marketing on the
performance of micro businesses in DKI Jakarta is stronger among
individuals who have a high level of Islamic business ethics than those who
have a low level of Islamic business ethics.
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The practical implication of this research is that micro businesses in
DKI Jakarta need to adopt and optimize digital marketing strategies to
improve business performance. Supporting and participating in training
and development facilitated by the government and MSME organizations is
an important role so that micro business actors in DKI Jakarta can utilize
digital technology effectively to reach a wider market. Then micro business
actors need to evaluate and improve their Financial Management strategies,
by combining them with Islamic business ethics practices. Because as a
Muslim entrepreneur, the points listed in Islamic business ethics (unity,
balance or justice, free will, responsibility and truth) are always strategies
that can maintain and develop business performance.
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