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ABSTRACT

The development of MSMEs in Indonesia has
progressed with the increasing number of
competitive business actors who can utilize
digital technology. However, some major
challenges occur in Sharia MSMEs due to the
weak strategic management of these MSME
actors. This study aims to investigate the
relationship between digital maturity, service
quality, and distribution channels in efforts to
develop Sharia MSMEs. The study used
bibliometric analysis with the help of the Publish
or Perish and VosViewer applications. The
results found that these three themes are related
to the development of MSMEs. There is a lot of
previous literature that connects the three factors
to improve business performance. Further
research can be conducted on these themes which
are then expected to become one of the factors
implemented in the strategic management of
Sharia MSME actors to achieve their long-term
business goals
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INTRODUCTION

Digital transformation is the focus of Micro, Small, and Medium Enterprises
(MSMEs) in many Southeast Asian countries which aim to optimize their
operational activities and organizational management. This is done so that
businesses can remain competitive and can penetrate the international market. In
Indonesia, many MSMEs players have not yet switched to digital transformation.
And others are constrained by adopting this sophisticated technology. The
Indonesian Ministry of Cooperatives and MSMEs noted that in 2022, 32.44% of
64 million MSME:s units entered the digital ecosystem, 18 million MSME:s did not
have access to financing, and 46 million MSMEs needed capital. The low
adoption of marketing technology also has an impact on the realization of local
exports which has only reached 15.65%, still lower than Malaysia which has
reached 17.3%.

In addition to the realization of fairly capable local exports, Malaysian SMEs
also experienced an increase in 2022 and a strong gross domestic product growth
of 9.3%. The official website of the Ministry of Communications and Digital
Malaysia revealed that in 2022, the government has allocated a budget of RM100
million in smart automation matching grants. And 90% financing facilities with
3.5-4% interest from banks so that SMEs can grow and succeed. Meanwhile, the
Indonesian Government through the Ministry of Cooperatives and SMEs and the
National Economic Recovery Program (PEN) has provided support in the form
of mentoring and counseling, KUR financing, MSMEs PPh borne by the
government, cash assistance (BTPKLWN), non-KUR interest/ margin subsidies
to support MSMEs. However, some literature shows that until now, MSMEs in
both countries are still experiencing obstacles related to; service quality and
product quantity; tight cash flow and limited working capital; grants, automation
and digitalization facilities; expert assistance, low-skilled talent; customer insight
and operational data; distribution and transportation channels to reach
consumers.

The provision of services that meet the needs of MSME:s is still not optimal.
Even some evidence show that in several regions of Indonesia, especially in the
3T (underdeveloped, frontier, and outermost) areas and also in Malaysia, there
are still obstacles in the provision of infrastructure and access to financial services
(Mohamad et al., 2021; Megersa, 2020; Khalique et al., 2018; Irjayanti & Azis,
2012). Not a few Business Development Service Providers (BDS-P) have failed
because they are unable to provide the services needed for MSME development
due to limited costs and resources (Wahyudin et al., 2020).

Distribution channel constraints in Indonesia are related to its identity as an
archipelagic country. The literature mentions factors such as application-based
distribution costs, geographic location, demographics, security, distribution
channel restrictions, market conditions, management, and infrastructure and
distribution that are not yet focused (Lestantri et al., 2021; Husin et al., 2021;
Mariyono et al., 2020).

There are quite a lot of studies on MSMEs, but those that discuss Sharia
MSMEs are still few. Several characteristics are different from MSMEs in general,
Sharia MSMEs come with practices that avoid usury, gharar, and maisir. These
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MSMESs can support economic growth through the application of Islamic values
that are just and sustainable. Based on the background of the problem, it can be
understood that it is important to investigate more deeply the relationship
between these three factors in the development of MSMEs in Indonesia.

The benefits and contributions of this research are as a reference center for
research and data dissemination on Islamic MSMEs and business actors in
general. As well as providing a service development model for MSMEs and
business actors.

LITERATURE REVIEW

MSME development is an effort by the government, business world, and
society to empower their businesses. The optimization efforts made by the
government are in the form of providing facilities, guidance, and assistance to
improve capabilities and competitiveness. This is because MSMEs have net assets
of less than IDR 300 million per year, do not have a complicated bookkeeping
system, and have limited capital. Relevant theories include goal-setting theory
(GST) and resource-based view theory (RBV). The goal-setting theory proposed
by Locke (1968) explains the development of an action plan to motivate a person
or group towards a goal to be achieved. The assumption is that each person
works better than others because they have different performance goals. The
higher the goal to be achieved, the higher the performance will be. Conversely,
without goal setting, the lower the performance (Locke & Gary, 1990). The RBV
theory developed by Wernerfelt (1984) argues that to maintain competitive
advantage in business lies in the ownership of certain key resources. Competitive
advantage can be obtained if the business effectively optimizes the resources they
have. In strategic management, competitive advantage allows businesses to
achieve superior performance.

METHODOLOGY

The research method uses a literature study that aims to collect data from
written sources such as books, journals, and articles to review the results of
previous research on the relationship between digital maturity, service quality,
and distribution channels on the development of Islamic MSMEs. The steps taken
are (1) determining the theme and research questions; (2) searching for literature
with the research theme, (3) selecting the most relevant and quality literature
with the research; (4) conducting an analysis of the selected literature by
identifying relevant findings, theories, and methods; (5) compiling findings from
various kinds of literature into a complete unit. This method was chosen because
of several advantages that are to the research objectives, namely it is effective for
collecting secondary data, allows for a comprehensive understanding of the
theme being investigated, and makes it easier for researchers to identify gaps and
research innovations.
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RESEARCH RESULT AND DISCUSSION
The Relationship between Digital Maturity and MSME Development

The study states that the success of digital transformation can be measured
from the level of utilization or what benefits have been provided by the
technology used called digital maturity. Empirical evidence states that MSME
business actors with a high level of digital maturity can increase profits and
competitive advantages as well as performance indicators significantly
(Natalina, 2023; Williams et al., 2022; Williams et al., 2022; Vattai, 2019). It is
important to investigate the extent to which MSMEs in both countries are
prepared to expand their market share by measuring their digital maturity. This
will identify how prepared MSME:s are to adapt to digital transformation for their
future performance development.
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Figure 1. Relationship between Digital Maturity and MSMEs

The bibliometric analysis in Figure 1 shows a research map in the form of a
visualization network. There are many studies found with the keyword digital
maturity which is indicated by the purple circle. However, there is not much
evidence of findings that link the digital maturity variable to the MSME sector as
indicated by the blue network. For example, research conducted (Gawali, 2021)
investigated how considering digital maturity can help MSMEs overcome
obstacles and improve their performance. It is proven that the financial success
of MSMEs is also initiated by the use of digital maturity strategies (Rahawarin et
al., 2023).

484



International Journal of Contemporary Sciences (IJCS)
Vol. 3, No. 3, 2025: 481-494

Previous studies have shown that only a few business actors out of 3,500
managers and executives are utilizing digital technology for fundamental
changes in their operations (Kane et al., 2017). The distance between the two
keywords is still quite far and the shape of the MSME sector circle is relatively
small. This means that there is still little digital maturity research that is
connected to the MSME sector keyword.

Digital maturity is a measure of the ability of almost every industry to create
value through digital. It is a key predictor of success for companies that adopt
digital technologies, enabling excellence in customer service and creating
effectiveness in business operations management (Gill & VanBoskirk, 2016).
However, evidence suggests that digital impacts only occur in certain companies
or organizations. In addition, the ability to prepare for digital transformation
tends to vary (Remane et al., 2017). Eight dimensions can be used to assess digital
maturity, including the strategy used, leadership, business and operational
models, human resources, culture, governance, and technology adoption
(Rossmann, 2018). The study investigates the relationship between management,
digital, MSME performance, and green development by adopting the strategic
action field (SAF) theory. The findings reveal that digital maturity and MSME
performance have a positive effect on the company's commitment to building a
green economy (Irimias & Mitev, 2020).

The Relationship between Service Quality and MSME Development

Previous research used the importance-performance analysis method to
investigate the level of MSMEs' expectations of the service quality of CDC
Telkom Witel South Surabaya. The findings revealed that to improve the quality
of service to MSMEs, five attributes must be considered by the assistants,
including; (a) digital access for product marketing; (b) potential buyer access; (c)
education on the use of social media; (d) education on the use of business
development applications; (e) assistance in creating logos, designs, and product
photos (Wahyudin et al., 2020). The main obstacle for SMEs to sustainable growth
is related to infrastructure services (Singh et al., 2019); occupational health and
safety services (Zhang et al., 2018); access to financial services (Ganlin et al., 2021;
Song et al., 2020; Rasheed et al., 2019); and advisory services provided by the
government (Bennet, 2016). Understandably, there are many findings on service
criteria mediated by the role of government and private sector that can support
the development of MSMEs. The majority of studies mention that access to
financial services is the most influential. This means that good service quality for
MSMEs is very important. Including matters of coordinating central-regional,
public-private partnerships in providing services, and strategic alliances across
supply chains are considerations for the development of MSMEs.
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Figure 2. Relationship between Service Quality and MSMEs

Figure 2 shows the service quality keyword network over the past 10 years
has been widely studied. It is indicated by the large yellow circle. The
relationship between service quality variables and the MSME sector is indicated
by the green network. Small circles are understood as research that service
quality related to the MSME sector still tends to be small. For example, research
conducted by Soong et al. (2020) using the TAM and UTAUT models on supplier
quality, supervision, and government flagship program services that affect
MSMEs in Malaysia. Other research using quantitative research methods using
World Bank data and DigiWhist has investigated contextual factors and the
performance impact of digitalization use in MSMEs. One of the factors is the
public procurement service policy to increase the likelihood of MSMEs winning
contracts or business projects for procurement of goods/services in European
countries (Hoekman & Tas, 2022).

Service quality is an effort to fulfill needs along with consumer desires. As
well as the accuracy of the delivery method to meet the expectations and
satisfaction of consumers. Services can be said to be of quality if they meet most
of the expectations of consumers. In addition, implementing process control
during production allows us to know the extent to which the effectiveness of
service quality meets customer needs (Wyckoff, 2001). Previous studies used
three indicators of service quality consisting of service quality related to
infrastructure, service quality related to human resources, and service quality
related to programs (Hayati et al., 2023; Mattah et al., 2018). Aryee et al. (2016)
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built a conceptual framework to improve service quality by testing performance
theory. High levels of performance motivation from human capabilities and
aggregate service orientation in turn affect service quality at the individual level.
The literature on service marketing found evidence of the relationship between
service quality and decision-making theory. High service quality affects
consumer decision-making. This theoretical framework significantly helps
explain the importance of service quality for consumers and marketing
management (Brown & Bond, 1995).
The Relationship between Distribution Channels and MSME Development
Distribution channels are useful for MSMEs to distribute products from
producers to end consumers (Ismaya et al., 2022). Distribution channels are also
part of the optimization and distribution strategy of MSMEs (Basrowi et al., 2021;
Basrowi & Utami, 2023; Nabila & Hasnul, 2021). Bintari et al. (2021) used a more
specific qualitative research method to determine the type of distribution channel
used by MSMEs. The findings state that an effective marketing strategy to attract
consumers is to implement the right indirect and direct distribution channels to
reach strategic consumer locations.
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Figure 3. Relationship between Distribution Channels and MSME Development

The visualization network in Figure 3 shows that the distribution channel
keyword network is still little to be studied by previous researchers. Research
with distribution channel keywords related to the MSME sector is also still little
because the cluster distance is quite far and the circles produced by the MSME
sector keyword are still very small. Researchers show a gap analysis regarding
previous studies shown in the VosViewer density visualization below.
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Figure 4. Research Trends for the Period 2012-2023

The density visualization in Figure 4 shows research trends based on the
period from 2012 to 2023. It can be seen that keywords with the topic of digital
maturity and distribution channels for the MSME sector are in the form of green
to yellow circles. This means that the topic is a research trend with the highest
score and is classified as the latest research period. The keyword service quality,
although it tends to be in the form of a large circle, the color of the resulting circle
still tends to be blue. This means that the keyword trend with this topic is still
worth studying. To determine the novelty of this study, the researcher
synthesized the latest authoritative literature by referring to the overlay
visualization in Figure 5.
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Figure 5. Research Novelty

Figure 5 shows that the keywords digital maturity and service quality are
quite widely studied because they are bright yellow. Distribution channels still
tend to be dark in color, which means that not many researchers have studied
them. There are differences in research conducted by researchers with previous
researchers. Previous researchers were found to have investigated research
variables using qualitative research methods and some others used quantitative
methods. This is different from this study which will use a combination research
method. In addition, some literature were found not to have conducted
comparative studies to further develop theories related to research variables.

Distribution channels are the division or distribution of products to related
parties. The distribution channel of a product will affect sales, product selection,
marketing strategies used, and business profitability. Three basic assumptions
for the theory of distribution channels. First, if the price is very high in the middle
of the channel, buyers of the product may be reluctant. Because buyers know that
they cannot provide sufficient material to make a profit when selling the product
to consumers. If companies in the middle of the distribution channel offer direct
discounts to consumers, other channels cannot compete. The second assumption
is that whoever controls the supply is in the best position. Because they can
determine the terms and prices of the product. To avoid unequal power in the
distribution channel, buyers will form a kind of association to prevent the
company from taking too high a profit. Third, the company has a role in deciding
how many intermediaries are desired. If the number of intermediaries used
causes prices to be higher than what consumers pay, the distribution channel
must be reduced (Johnston, 2021).

Based on the presentation of strong arguments and bibliometric analysis,
the novelty of the research is to investigate the three variables related to the
MSME sector. Research on the influence of digital maturity, service quality, and
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distribution channels on optimizing MSME development is still relatively new
research that has not been widely studied by previous researchers. So that further
research can be for the gap in knowledge about the MSME sector, especially
Sharia MSMEs

CONCLUSIONS

This study concludes that digital maturity, service quality, and distribution
channels can be used to support research on the development of Sharia MSMEs
in the future. Some evidence from previous literature studies shows that there
are benefits felt by MSME actors who use and utilize these factors. Although
there is no direct relationship between the three keywords and Sharia MSMEs in
much literature, one study states that as long as activities that support MSME
development efforts do not conflict with Sharia, the practice can be carried out.
It can be understood that the three themes, especially digital maturity, which are
relevant to the current era can be an important part of building a way to optimize
Sharia MSMEs for the community.
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