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ABSTRACT

The study looks at how these traditional business practices of MSMEs are being revolutionized by
fintech and digital financial services, especially given Indonesia's burgeoning digital economy. The
difficulty of Malang Batik MSMEs in obtaining standard financial services is a critical issue in this
study, which has historically hindered their ability to grow and run more efficiently. Fintech
solutions are becoming essential for small businesses because of their accessibility, cost efficiency,
and simple procedures. By implementing fintech, Batik Malang MSMEs can break through
financial barriers, gain access to new markets, and become more competitive. Using in-depth
interview techniques with the owner of Santana Indonesia, one of the Malang Batik entrepreneurs.
The research explores a range of fintech services, including online lending platforms, digital
payments, and e-commerce integration, showing how these services can lead to broader consumer
reach, better financial management, and higher sales. The integration of fintech improves these
MSMEs' overall performance and sustainability by allowing them to interact with the digital
economy, which is not limited to one country. The results of this case study also discuss the
broader impact of fintech adoption on the Indonesian economy. It highlights how fintech is helping
advance financial inclusion, especially for small and medium enterprises, which is essential for
Indonesia's economic expansion. In conclusion, the results of this study offer a thorough insight
into how fintech adoption is transforming Malang Batik MSMEs, emphasizing the role of fintech
adoption in increasing business productivity, expanding financial accessibility, and advancing
Indonesia's overall economic growth.

Keywords: Fintech, Digital Finance, MSMEs Performance, Case Study

INTRODUCTION (12pt, bold)

Micro, small, and medium-sized enterprises (MSMEs) have emerged as the principal
economic force in Indonesia, encompassing the city of Malang as well. The batik industry
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is one of the best-known MSME industries. Malang Batik, with its distinctive patterns and
motifs, serves as a means of subsistence for numerous villages in addition to serving as a
symbol of the richness of the local culture. Sustainable local economic growth depends on
Malang Batik MSMEs' ability to preserve and expand this cultural legacy while adjusting
to technology and market changes.

Malang Batik MSMEs encounter a number of difficulties that may impede their
expansion and long-term viability. First, there are restrictions on the sources of money and
cash available. Many Batik MSME players find it challenging to get finance from regular
lenders since they don't have sufficient credit histories or guarantees (Adistyasari, 2020).
Secondly, there are marketing and distribution issues, particularly when trying to reach a
larger market beyond the local area. Third, there are problems with financial management
and operational effectiveness, which are frequently subpar because of a lack of resources
and expertise (Nugraha et al., 2022).

Financial technology, or fintech, has completely changed how businesses function
and engage with their clientele in the digital age. Fintech adoption offers UMKK Batik
Malang solutions for financial management, payments, and access to business finance, in
addition to expanding its market reach through e-commerce (Morgan & Trinh, 2020).
These MSMEs can benefit from fintech's assistance in overcoming a number of obstacles,
including restricted access to traditional financial institutions, ineffective cash
management, and a lack of resources for growth. By seizing these chances, Batik Malang
MSMEs can enhance their business sustainability and competitiveness in a fast-paced,
cutthroat industry, in addition to overcoming current obstacles (Nangin et al., 2020).

The purpose of this study is to examine how Batik Malang MSMES' performance can
be enhanced by the implementation of fintech. This study explores data to determine the
true effects of integrating financial technology in MSME operations, with an emphasis on
areas like financial capability, market accessibility, and operational efficiency. This study
will explore further the ways in which fintech may specifically support Malang Batik
MSMEs in addressing contemporary issues and seizing the possibilities presented by this
digital age. This study is relevant because it may help MSME owners, policymakers, and
other stakeholders maximize fintech's potential as a growth accelerator for their businesses
by offering actionable insights and strategic recommendations. It is anticipated that this
study will significantly advance the body of knowledge on Indonesia's development of the
digital economy, particularly as it relates to MSMES' empowerment.

THEORETICAL BASIS
MSMEs' Function and Impact on the Local and National Economy
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MSMEs, or micro, small, and medium-sized enterprises, are essential to the local and

national economies. MSMEs are frequently regarded as the primary forces behind
economic growth, the creation of jobs, and the eradication of poverty, according to
business research and economic literature. MSMESs are an important source of employment
and a substantial contributor to the GDP of many nations, including Indonesia.
MSMEs specifically support regional and national economies by: (1) Creating Jobs.
MSMEs are the primary employers, particularly in suburban and rural regions, and they
contribute to lower unemployment rates (Adistyasari, 2020). (2) Distribution of Income.
MSMEs can contribute to the decrease of economic inequality and income inequality
(Jinger & Mietzner, 2018). (3) The Promotion of Entrepreneurship. MSMEs promote
entrepreneurship and innovation, both of which are critical for sustained economic success
(Yadi et al., 2019).

The diversification of the economy. MSMEs can also aid in economic diversification
and lessen reliance on particular industries (Trianto et al., 2023).

In the Indonesian environment, batik MSMEs have a unique role, particularly in
terms of maintaining cultural heritage and fostering the creative economy. One of the
oldest arts and crafts in Indonesia, batik has great cultural value and supports numerous
local communities financially. MSMEs involved in batik contribute to: (1) Cultural
Preservation: preserving and expanding Indonesia's cultural legacy via the use of
traditional batik manufacturing techniques. (2) Development of tourism draws visitors who
are interested in local crafts and culture, both domestic and foreign. (3) Originality and
inventiveness Batik design and method diversity reflect the richness of the local culture
and the inventiveness of traditional crafts. (4) Global Market Access Batik MSMEs
increase their potential for economic success by opening up access to international markets
through export and promotion.

This analysis of the literature demonstrates that MSMEs, particularly in the batik
industry, are not just commercial organizations but also cultural heritage carriers and
guardians. In addition to cash output, their contribution to the economy is also measured in
terms of the promotion and maintenance of sustainable culture. The report emphasizes the
significance of Batik MSMEs in Indonesia's socioeconomic and cultural landscape and the
necessity of inclusive and sustainable growth strategies.

The Evolution of Fintech and How MSMEs Can Use It

The term "financial technology,” or "fintech," describes technological advancements
made in the financial services industry. This idea covers the use of the internet and digital
technologies to deliver financial services and solutions that are more easily accessible and
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efficient. Fintech development can be separated into five primary phases based on the most
recent literature (Christian et al., 2020). Fintech's inception is linked to the late 20th-
century automation of conventional financial services, particularly stock trading and
banking. Fintech saw exponential growth in the 2000s thanks to the widespread use of
smartphones and the internet. This covers advancements in digital payments,
crowdsourcing, and mobile banking. The integration of big data and artificial intelligence
(Al) into fintech is what's happening now. This allows for more precise risk analysis and
service customization (Firmansyah et al., 2022).

The use of fintech by MSMESs has grown in importance as a research area because of
its potential to enhance business operations and financial service accessibility. Fintech
makes financial products like microloans, insurance, and investment services accessible to
MSMEs that were previously unreachable (Pascucci et al., 2022). Utilizing electronic
payment methods and digital financial apps speeds up transactions, lowers expenses, and
improves operational efficiency. Fintech platforms offer financial planning, cash flow
analysis, and bookkeeping solutions for improved financial management. Fintech, which is
closely associated with e-commerce, assists MSMEs in reaching new markets and
extending their customer base through digital marketing (Nugraha et al., 2022).

The present literature study highlights the considerable potential for enhancing
business performance that fintech integration holds for MSME operations. Enhancing
financial accessibility is only one aspect of the problem; other issues include increased
financial inclusion, sustainability, and operational effectiveness. This digital shift heralds a
new age for MSMEs, one in which financial technology will play a major influence in
determining how small and medium-sized enterprises develop going forward.

Review of Previous Research on MSMEs, Fintech, and Business Performance

Numerous significant findings from earlier studies on MSMEs, fintech, and business
performance aid in our knowledge of the relationships that exist between financial
technology and the MSME sector. These are a few important areas that are frequently
studied.

Fintech's ability to increase MSMESs' access to finance has been the subject of
numerous studies. These results demonstrate how fintech platforms, including
crowdfunding and peer-to-peer lending, have given MSMEs who were previously
constrained by the traditional banking system essential financial options (Adistyasari,
2020). This has a major impact on MSMEs' capacity to obtain financing, which is
essential for their development and expansion.
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Fintech's potential to increase MSMEs' operational effectiveness has also been the
subject of research. It has been demonstrated that using electronic payment methods,
online bookkeeping platforms, and digital financial apps can lower operating expenses,
enhance cash management, and speed up transactions (Morgan &; Trinh, 2020). This
efficiency raises profitability and production while lowering operating costs.

According to several studies (Arslan et al., 2022; Breidbach et al., 2019; Goswami et
al., 2022), MSMEs can expand their market reach by implementing fintech. MSMESs can
reach a larger market, including global markets, by integrating their products or services
with e-commerce platforms and digital payment systems. This boosts potential revenue
and opens up new company opportunities.

Notwithstanding the numerous advantages, the study also noted barriers to MSMES'
adoption of fintech. These include concerns about data security and privacy, a lack of
digital literacy, and limitations in technology capacity. The significance of education and
assistance for MSME owners in making the switch to fintech solutions is emphasized by
this study.

Further comprehensive research examines the direct correlation between MSME
firm performance and fintech utilization (Liu et al., 2023; Kumar et al., 2023; Qureshi et
al., 2023). The findings indicate a favorable correlation: using fintech is frequently linked
to higher sales, greater profitability, and longer-term viability of businesses. This study
offers compelling proof that fintech integration has a major role in enhancing MSMEs'
performance.

Research already conducted indicates that fintech can play a significant role in
helping MSMEs modernize, overcome operational obstacles, and create new development
opportunities. Notwithstanding these obstacles, fintech has a favorable influence on
MSMEs that is consistently seen in current studies, ranging from increased access to
capital to better business performance. This demonstrates how crucial it is to implement
plans and regulations that facilitate fintech integration within the MSME sector.
METHOD

This study combines a case study methodology with a qualitative approach. The use
of fintech in Malang Batik MSMEs is one example of a phenomenon that can be deeply
understood using qualitative approaches. Case studies are used to paint a complete and
accurate image of how financial technology is incorporated into business operations by
Batik MSMEs, particularly Samtana Indonesia, and how this affects business performance.

Malang Batik MSMEs under the brand name Samtana Indonesia comprise the
study's sample. Based in Malang, Samtana Indonesia is a Batik MSME renowned for its

396 Malang, East Java, Indonesia, December, 13 2023



2nd

o
c bc SS I C Forging a Sustainable Future in
the Digital Economy Amid

The § d .
Economics, Business, Enlrepren:ur:}fi?)n& GIObal Uncertalnty

Social Sciences International Conference

distinctive and superior batik designs. The primary location of Samtana Indonesia is in
Sarinah Plaza, Malang City, which serves as both the company's hub for product sales and
exhibitions. With exports to numerous nations in Asia, America, and Europe, Samtana
Indonesia has effectively plied its trade internationally, a testament to the caliber and allure
of their merchandise. Samtana Indonesia regularly takes part in a range of national and
international fashion events and exhibitions to broaden their brand's exposure and enhance
their reputation.

In-depth interviewing methods were the primary means of gathering data for this
study. To acquire a direct and comprehensive viewpoint from people with information and
experience relevant to the research topic, in-depth interviews are carried out. The primary
speaker was Mrs. Lisa, who is the manager and owner of Samtana Indonesia Batik. The
purpose of the discussion with Ms. Lisa was to learn more about how Samtana Indonesia’s
operations and business strategy use and incorporate fintech. The interview will address a
variety of subjects, including the strategic choices made when implementing fintech, how
fintech affects corporate operations, how difficult it is to deploy, and how much people
believe fintech improves business performance.

Researchers will be able to examine rich qualitative data and obtain a comprehensive
grasp of the dynamics of fintech application in Malang Batik MSMEs, particularly
Samtana Indonesia, thanks to the utilization of in-depth interviews in this study. The data
gathered from this interview will serve as the foundation for the case study's analysis and
discussion.

RESULTS AND DISCUSSION
Fintech Adoption by Samtana Indonesia

According to research, financial technology, or fintech, has become a crucial
component of Samtana Indonesia and other Malang Batik MSMES' business strategies.
Fintech adoption is seen in a number of their business strategies and operational facets.

Market Expansion via Online Sales. Samtana Indonesia uses an online shopping
portal to reach a wider audience. This offers opportunities to foreign markets in addition to
raising brand awareness in the local market. They may more easily contact customers in
other nations thanks to e-commerce platforms, which opens up potential to boost sales and
grow the clientele (Imam et al., 2022).

Solutions for Financial Management. Fintech applications offer practical ways to
improve financial management. Samtana Indonesia manages bookkeeping, cash flow, and
financial transactions with the use of financial software and applications. They can monitor
their income and expenses more easily and organize their finances more precisely as a
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result (Utami &; Sitanggang, 2021). Operational Efficiency and Digital Payments.
Transactions can happen more quickly and effectively thanks to the integration of digital
payment methods. This lessens reliance on cash transactions and facilitates the
management of both domestic and foreign customer payments (Nangin et al., 2020).

Obtaining Business Finance. Samtana Indonesia uses peer-to-peer lending and
other fintech channels to get venture financing. This helps with business expansion and
product development by enabling them to get around obstacles in the way of getting
finance from traditional banking institutions. Samtana Indonesia can get around
restrictions on obtaining loans from banks or other traditional financial institutions by
using fintech as an alternative source of funding. This is crucial for MSMEs in particular,
as they frequently struggle to fulfill credit standards (Thottoli, 2023).

Adoption of Fintech and Its Effect on Performance Enhancement

This study demonstrates how fintech assists Samtana Indonesia in overcoming a
range of obstacles. Enhanced cash management efficiency is one of them. Fintech use
makes cash management more transparent and efficient while also decreasing errors and
improving accuracy in financial management.

Fintech makes it possible to automate bookkeeping, which was formerly done by
hand. Human error is decreased when data entry is done more quickly and accurately with
financial management software. Additionally, instead of spending their time and resources
on administrative duties, business owners may now devote their attention to other areas of
the company thanks to automation (Van Nguyen et al., 2022). Fintech apps give users
easier access to and comprehension of dashboards and data, improving cash flow visibility.
The inflow and outflow of their funds from the company are visible to entrepreneurs in
real time. This facilitates the process of making better-informed choices about debt
management, expenditures, and investments (Singh et al., 2020).

The acceptance and payment procedure is facilitated by a digital payment system
that is integrated with fintech platforms. This minimizes cash flow delays by reducing the
requirement for cash handling and expediting the transaction process (Song et al., 2023).
Fintech gives MSME owners, like Samtana Indonesia, instant access to financial data so
they may make well-informed decisions. In a dynamic corporate climate where market
conditions can change quickly, this is extremely crucial.

Fintech applications come with advanced features for monitoring and managing
funds. By putting up notifications for low balances, large transactions, or unusual activity,
employers can improve security and identify potential financial problems before they
worsen. Financial planning and analysis tools are often included in fintech platforms
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(Adistyasari, 2020). The ability of MSMEs to more effectively manage their budgets,
examine expenditure patterns, and create financial projections is essential for long-term
growth.

Fintech adoption can overcome constrained resources for expansion in addition to
more effective financial management. Samtana Indonesia can overcome its low resources,
which frequently become roadblocks to corporate progress, with easier access to business
financing and improved financial management (Jinger & Mietzner, 2018).

Peer-to-peer lending and crowdsourcing are two alternative funding sources that
are made accessible through fintech. This is particularly crucial for MSMEs, such as
Samtana Indonesia, as their limited collateral or credit histories may make it difficult for
them to get loans from traditional financial institutions. When compared to traditional
banks, fintech platforms typically provide a quicker and easier application process
(Adistyasari, 2020). Loan decisions can be obtained faster and with typically less
documentation. Fintechs frequently provide more accommodating loan conditions, such as
interest rates and payback schedules, that can be adjusted to meet the requirements and
financial capabilities of MSMEs (Yadi et al., 2019).

Samtana Indonesia can execute bookkeeping and financial reporting more precisely
and effectively with the use of financial management software. This enables them to make
data-driven decisions and keep an eye on the company's financial health in real time.
Fintech technologies ensure the most efficient use of resources by facilitating improved
budgeting and financial planning. Fintech ensures that there is enough liquidity for both
long-term investments and daily operations by assisting in more efficient cash
management (Trianto et al., 2023).

Improved finance accessibility would enable Samtana Indonesia to make
investments in the creation of new products and services, which is essential for expansion
and creativity. The extra funding makes it possible to expand into new local and foreign
markets, which broadens the client base and boosts revenue possibilities. Samtana
Indonesia can invest in the infrastructure and technology required to enable business
expansion, such as building e-commerce platforms or boosting production capacity, thanks
to its access to capital.

The study's findings demonstrate that Batik Malang MSMEs' use of fintech,
particularly Samtana Indonesia, has significantly improved their operations and financial
performance. By leveraging fintech, Samtana Indonesia has been able to grow their market
share while simultaneously enhancing operational effectiveness and fortifying financial
management. This demonstrates the enormous potential that fintech integration has to
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assist MSMEs in overcoming current obstacles and seizing fresh chances presented by the
digital age.
Challenges Associated with Fintech Adoption

Even though fintech adoption has many advantages, Samtana Indonesia continues
to encounter barriers when implementing fintech in its daily operations. Among these
challenges is a dearth of technology know-how and digital literacy. Utilizing financial
technology necessitates specific digital competencies. Fintech adoption and utilization may
be hampered by Samtana Indonesia personnel’ low level of digital literacy. To help staff
use technology effectively, more training and education are required, which takes time and
money.

Concerns about data security and privacy are significant when using fintech,
particularly in light of the increase in cyberattacks. Samtana Indonesia has the capacity or
knowledge to put robust security procedures in place, which raises the possibility of data
breaches (Pascucci et al., 2022). Fintech-using MSMEs may become targets of
ransomware, malware, phishing, and DDoS attacks, among other intrusions. Financial
transactions are by their very nature appealing targets for cybercriminals.

Internal opposition may arise when fintech is introduced to replace the
conventional financial system, particularly if employees are accustomed to operating in the
previous manner. It can be difficult to integrate fintech solutions with current systems; this
calls for adjustments to company procedures (Nangin et al., 2020). Since it necessitates
major adjustments to current business processes, fintech solution integration into existing
systems in MSMEs like Samtana Indonesia sometimes presents considerable obstacles.
Altering IT infrastructure, updating operating procedures, and providing workers with new
technology training are a few examples of these improvements. For instance, moving from
a manual bookkeeping system to digital financial management software necessitates not
only the installation and configuration of the software but also the safe and effective
transfer of current data to the new platform (Morgan &; Trinh, 2020). Furthermore,
employees must receive training in order to comprehend and utilize the novel capabilities
provided by fintech, which frequently call for more time and money. In several instances,
this integration necessitates an examination of data security protocols and compliance
protocols to guarantee that the novel system conforms with relevant regulatory norms. The
limited resources and technical skills that MSMEs typically have make this challenge even
more challenging, thus the integration process is not just a technical step but also a
strategic and operational transformation (Kumar et al., 2023).
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MSMEs might start relying on fintech companies for services. Business operations
may be impacted by problems such service policy changes, outages, or price adjustments.
The seamless running of a business can be impacted by the quality and dependability of
fintech services, which differ throughout suppliers. MSMEs like Samtana Indonesia may
find it difficult to conduct business when there is disparity in the quality and dependability
of fintech services offered by different providers. Inadequate customer support, transaction
failures, and frequent system outages are just a few of the issues that can arise from
choosing fintech service providers poorly. These issues can interfere with daily operations
and possibly lower consumer satisfaction (Breidbach et al., 2019). For instance, if there
are frequent disruptions to digital payment networks, this can negatively impact MSMEs'
capacity to process transactions quickly, impede cash flow, and damage their standing with
clients. Similar to this, an accounting application's inability to deliver timely and accurate
financial reporting can make corporate decision-making more difficult. Therefore, it's
essential to select a trustworthy and respected fintech supplier that provides consistent
service and prompt support to make sure that the integration of financial technology
enhances rather than hinders corporate operations (Imam et al., 2022).

Regulations pertaining to the fintech sector frequently change quickly. To
guarantee compliance, MSMEs must continually adapt to changing rules. For MSMEs, it
can be difficult to comprehend and abide by the legal and financial requirements pertaining
to digital transactions. MSMEs face a great deal of difficulty in adhering to legal and
financial laws pertaining to digital transactions, particularly when using fintech (Imam et
al., 2022; Singh et al., 2020; Thottoli, 2023). These laws are frequently intricate and
dynamic, particularly in the digital age when geographical barriers are less of an
impediment to transactions. MSMEs are responsible for making sure that all of their digital
transactions—from online payments to managing client data—comply with rules
pertaining to tax compliance, data protection, and anti-money laundering (Imam et al.,
2022). MSMEs frequently struggle with a lack of resources and legal knowledge, which
makes this problem worse. Ignoring these financial and legal ramifications may lead to
penalties, legal repercussions, or severe reputational harm. Therefore, in order to guarantee
that their business activities remain compliant with applicable regulations and minimize
needless legal risks, MSMEs must actively educate themselves about pertinent legal
requirements, possibly with the assistance of legal or accounting specialists.

Fintech adoption by MSMEs, such as Samtana Indonesia, has many benefits, but it
also presents a number of issues that need to be resolved. It takes careful planning to strike
a balance between those advantages and disadvantages, which includes making
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investments in infrastructure improvements, training, and the creation of efficient security
and compliance plans.
CONCLUSION

According to this study, Samtana Indonesia and other Malang Batik MSMEs have
benefited greatly from the implementation of financial technology, or fintech, in terms of
increased productivity and operational effectiveness. Through the use of fintech, Samtana
Indonesia is able to more easily acquire business capital, manage finances more effectively,
and increase its market reach through e-commerce. Some of the common problems faced
by MSMEs, including restricted access to traditional financial institutions, ineffective cash
management, and barriers to business growth, are mitigated by this invention.

Fintech integration does, however, come with certain difficulties. Key issues
include things like digital literacy, privacy and data security, and dependency on outside
services. Serious attention must be paid to these issues, including choosing the best
financial service provider, educating employees, and making investments in security
infrastructure. For MSMEs using fintech, operational complexity is further increased by
the requirement to adhere to legal and fiscal laws relevant to digital transactions.

Overall, this study shows that fintech can significantly enhance MSMES'
performance, but it must be handled carefully. This entails taking into account the
particular requirements of the company, having the flexibility to implement new
technology, and being able to handle obstacles as they appear. MSMEs like Samtana
Indonesia must continue to innovate and adjust to technology developments in an
increasingly digital global context in order to sustain their growth and competitiveness in
the market.
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