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ABSTRACT

Objectives: This research aimed to examine the full sequential mechanism of sustainable competitive advantage
(SCA). Specifically, it examined fintech adoption and organizational creativity as antecedents of productivity, and
evaluated financial performance and business diversification as mediators bridging productivity and SCA.
Methodology: A three-wave procedure including 420 respondents from 210 SMEs was conducted and analyzed
using Smart PLS.

Finding: The results showed that productivity was an important driver of financial performance, business
diversification, and SCA. Additionally, financial performance and business diversification mediated the
relationship between productivity and SCA. This study provided a basis for understanding the relevance of
technology adoption and creativity to improve performance and competitiveness in SMEs. Furthermore, it
provided insight into the importance of collaboration at the individual and management levels as a strong
foundation for building competitiveness.

Conclusion: This study shows that there is a significant direct relationship between financial technology and
organizational creativity on organizational productivity, organizational productivity on financial performance,
business diversification, and SCA. This study also shows the role of financial performance and business
diversification as mediators.
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INTRODUCTION

Considering the rapidly changing business landscape, internal challenges such as
resource constraints, access to capital, adaptation to technological developments, and
productivity are becoming key determinants of operational efficiency, growth, and
competitiveness (Appolloni et al., 2022; Arsawan, et al., 2022). The literature indicates that
productivity, as a driver of business performance and a key to achieving competitive
advantage is becoming increasingly popular and a profitable topic across various industries
specifically in SMEs (Ballestar et al., 2020; Suryantini et al., 2023). Increasing productivity
provides numerous benefits, including positive impacts on innovation, performance, and
intellectual capital (Buallay et al., 2021; Falk et al., 2020). Due to these various benefits and
to fulfill customer needs, all SMEs are developing innovation-based businesses to outperform
the competition by offering unique products and services (Malik et al., 2023; X. Zhang et al.,
2023).

In correlation to the changing business landscape and dynamic customer demands, the
SME sector is growing through increased productivity and compliance with market demands
(Allal-Chérif et al., 2023). Adopting technology, increasing creativity and productivity, as well
as offering superior performance value, are fundamental strategies for enhancing sustainable
competitive advantage (SCA) as the key to business success (Lopes de Sousa Jabbour et al.,
2025; Roy et al., 2025; Tran Huy, 2025). Although research has focused on assessing business
performance in SMEs (Ahinful et al., 2023; Aisjah et al., 2023), studies on SCA remain limited
(Arsawan et al., 2026; Ledbn-Gomez et al., 2025) presents an opportunity for further
investigation.

Empirical evidence has further identified drivers of SCA, often including innovation,
technology, and productivity (Khandekar & Sharma, 2005; Mady et al., 2022; X. Zhang et al.,
2023). Furthermore, business performance is a crucial factor influencing SCA (Ahmad et al.,
2022; Arsawan et al., 2022) however, research specifically examining the relationship between
financial performance and SCA remains limited. In addition, organizational productivity which
is the basis for business diversification to drive SCA also remains underexplored (Timothy,
2022). Further, considering the specific impact of fintech adoption and organizational creativity
on SME productivity requires stronger empirical evidence (Siddik et al., 2023; Waqar et al.,
2025), study on how the interlinkage among these constructs have received less attention (Ur
Rehman et al., 2021). Consequently, there is a requirement to examine the role of mediation;
thus, the proposed model could offer comprehensive insights into sustainable competitive
advantage.

There are significant theoretical gaps in integrating frameworks to understand the
formation of SCA (Lebn-Gbémez et al., 2025; Obeng et al., 2025). The resource-based view
(Barney, 1991) postulates that to strengthen competitiveness, organizations should optimize
rare, inimitable, and non-substitutable resources (Hossain et al., 2021). Although this model
extends the RBV by examining how organizational resources (including fintech and creativity),
the dynamic capability perspective (Teece et al., 2009) emphasizes an organization’s capability
to sense and respond to business developments by exploiting evolving opportunities and
making timely strategic decisions. The RBV is rarely integrated with dynamic capability to
examine SCA specifically in volatile environments (Lin & Wu, 2014).

Within this integrated framework, fintech adoption and organizational creativity act as
strategic, inimitable resources (RBV). These resources are then reconfigured into operational
capabilities, specifically organizational productivity. Finally, relying on dynamic capability
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theory, financial performance and business diversification serve as the vital transformation
mechanisms that convert operational capabilities into Sustainable Competitive Advantage
(SCA) in volatile environments. This study addresses the theoretical gap by combining the
frameworks to provide a comprehensive understanding of the driving factors of SCA in the
SME sector. Therefore, the analysis attempts to answer three research questions:

RQ1. Do financial technology and creativity drive organizational productivity in SMES?

RQ2. Is organizational productivity significant for financial performance, business
diversification, and SCA?

RQ3. Do financial performance and business diversification mediate the relationship
between productivity and SCA?

Driven by the knowledge gap, this study was conducted on the SME sector with two
considerations. First, SMEs serve as the backbone of the Indonesian economy with a total of
64.5 million units, and increasing financial technology and creativity drive organizational
growth potential (Aisjah et al., 2023; Ratnawati et al., 2024). Second, there is a need to adopt
technological dynamics to compete with competitors, reduce resistance of information
technology usage, and strategic planning (Nugraha et al., 2022; Rumanti et al., 2023).
Conducting research is important to confirm and expand the theoretical understanding of the
concept, providing critical information to managers that enables them to adapt and manage
SMEs for sustainable competitiveness. Driven by the knowledge gap, this study was conducted
on the craft SME sector in Bali, which currently faces specific empirical issues such as
significant shifts in post-pandemic market demand, intense pressures of digitalization in
marketing and payment systems, and stagnation in productivity. Craft MSMEs, particularly in
woodcraft, metalwork, and bamboo sectors, are struggling to integrate technology and develop
product diversification to maintain their competitiveness.

LITERATURE REVIEW

SCA in Small and Medium Enterprises
The foundation for assessing SCA was rooted in the RBV (Barney, 1991), which was later
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Financial Technology Toward Productivity

Fintech services such as digital payment systems reduced transaction costs and the time
required for cash payment processing (Setiawan et al., 2021). This saved resources including
time and labor motivated other productive activities by improving operational efficiency and
increasing productivity (Abbasi et al., 2021). Furthermore, SMEs using fintech have broader
market access, engaging customers beyond the geographic region (Pizzi et al., 2021). This
market expansion directly increased sales volume and revenue which served as the key
components of productivity (Bhat & Abdelwahed, 2025). In the context of this study, financial
technology is not merely viewed as a functional capability but is fundamentally conceptualized
through its continuous usage, behavioral integration, and advocacy by SME managers. This
active and continuous utilization is what enables real-time and accurate transaction recording,
eventually allowing managers to make more informed and strategic decisions for increasing
productivity (Ratnawati et al., 2024). Based on this discussion, the following hypothesis was
proposed:
HI. Financial technology had a significant effect on organizational productivity.

Organizational Creativity Toward Productivity

Scholars (Arsawan et al., 2022; Tran Huy, 2025) defined creativity as the collective
ability of organizations to generate new, original, and useful ideas that could be applied in work
or market contexts, driving innovation (Zhang, 2025). This required the support of all systems,
cultures, and processes to motivate and use creative thinking (Maulidi, 2025; Perotti et al.,
2025). Creativity enabled the discovery of efficient and cost-effective methods (Le, 2024),
thereby optimizing resource usage, reducing waste, and increasing output (Ngoc Huynh et al.,
2024). Furthermore, creativity was considered a source of new and original ideas that served as
raw material for product, service, and business model innovation (Audretsch & Belitski, 2022).
This enabled organizations to offer superior products/services, attract customers, and maintain
relevance in volatile markets (Lai et al., 2022). Creativity eventually improved productivity and
business performance, respectively. Based on this discussion, the following hypothesis was
proposed:
H?2. Organizational creativity was significant to organizational productivity.

Organizational Productivity, Financial Performance, Business Diversification, and SCA
Increased productivity such as increased production capacity motivated organizations to
produce or serve more customers in the same time period (Ko & Choi, 2019). This often implied
less wasted material, energy, and labor time, which directly reduced costs per unit of production
(Buallay et al., 2021). By efficiently producing higher volumes, organizations achieved
economies of scale, lower average costs, and increased price competitiveness (Ballestar et al.,
2020). Increased efficiency in development and production processes further enabled SMEs to
launch products faster than competitors, secure market share, and increase sales volume.
Organizational productivity further served as the foundation for achieving SCA (Ballestar
et al., 2020). Achieving high levels of productivity directly established two main pathways to
competitive advantage (Arsawan et al., 2022). First, cost leadership was achieved by producing
more output with the same amount of input, reducing the cost per unit of a product or service,
offering competitive prices, and optimizing unique, rare, difficult-to-imitate, and non-
substitutable internal capabilities (Arsawan et al., 2026). Second, differentiation advantage
evolved through the ability to perform similar activities more quickly, with a strong orientation
toward quality and value, leading to products and services that consistently fulfill customer
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satisfaction (Bodlaj et al., 2020). This capability created added value that was difficult for

competitors to imitate and served as the foundation for building an SCA (Obeng et al., 2025).
High-productivity SMEs showed the ability to optimize inputs such as capital, human

resources, or technology into outputs and outcomes (Achmad & Wiratmadja, 2025). This

created cash flow stability, enabling managers to take calculated risks such as launching new

products or entering different markets without threatening the sustainability of the core business

(Bettiol et al., 2023; Che & Liebenberg, 2017). Accordingly, SMEs could diversify the

businesses effectively and sustain growth to enter new markets, maintaining strong

competitiveness in new industries (Suryantini et al., 2023; X. Zhang et al., 2023). Drawing from

the preceding analysis, the following hypotheses are formulated:

H3. Organizational productivity was significant to financial performance.

HA4. Organizational productivity was significant to SCA.

H5. Organizational productivity was significant to business diversification.

Financial Performance and SCA

Strong financial performance, such as high profitability and cost efficiency, enabled
SMEs to invest in innovation, resource development, and differentiation strategies supporting
long-term competitiveness (Ahinful et al., 2023; Yadegaridehkordi et al., 2023). Financial
allocation to technological innovation, product development, and production efficiency led to
unique assets that were difficult for competitors to imitate (Ratnawati et al., 2024). Furthermore,
institutional strengthening, such as financial management and access to financing, strengthened
this stage, increasing market adaptability (Shashi et al., 2019). From the RBV perspective,
financial performance was perceived as a valuable resource that created SCA by enabling the
allocation of funds to unique assets, such as technology or employee training (Ciza et al., 2025;
Siddik et al., 2023). Empirical studies showed that SMEs with positive financial ratios were
more adaptable to market changes, maintaining a superior position relative to competitors
(Ahinful et al., 2023; Syrova & Spicka, 2023). The following hypothesis was proposed based
on the discussion:
H6. Financial performance was significant to SCA.

Business Diversification and SCA

Considering the changing trends and fluctuating demand, SMEs must be agile and
flexible in responding to market changes and needs (Arsawan et al., 2022; Panda & Rath, 2021).
This motivated business diversification as a crucial strategy, enabling SMEs to avoid complete
dependence on a single business line (Bodlaj et al., 2020). Furthermore, a diversification
strategy increased resilience by reducing risk and enhancing market adaptability (Dabic¢ et al.,
2021; Haider & Kayani, 2021). Through diversification, SMEs reduced dependence on a single
source of income with weather market fluctuations by entering new segments and innovating
products that were difficult to imitate (Ahmadi & Ershadi, 2021). This created unique value,
strengthening sustainable competitiveness (Ledn-Gomez et al., 2025; Obeng et al., 2025).
Business diversification also trained SME managers to be more responsive, innovative, and
adaptive (Madan et al., 2025; Roy et al., 2025). For example, the new product development
process required absorptive capacity to adopt new technologies and knowledge, which was key
to sustainable competitiveness in the digital age (Marrucci et al.,, 2022). Although the
relationship between these two constructs had rarely been empirically tested (Bettiol et al.,
2023), diversification enabled SMEs to leverage unique internal resources to expand markets,
create barriers to entry for competitors, build resilience, and diversify the revenue base. This
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allowed stronger bargaining position, which collectively contributed to sustainable
competitiveness. Therefore, the following hypothesis was proposed.
H7. Business diversification was significant to SCA.

Mediating Role of Financial Performance

Increasing productivity implied serving more customers while reducing resource waste,
thereby lowering unit costs (Buallay et al., 2021). This led to higher volumes, lower average
costs, and increased price competitiveness (Ballestar et al., 2020; Falk & de Lemos, 2019).
These improvements enabled SMEs to launch products faster than competitors, secure market
share, and increase sales volume, eventually improving financial performance (Ballestar et al.,
2020). Furthermore, SMEs could pursue innovation, resource development, and differentiation
strategies that supported long-term competitiveness with strong financial performance (Ahinful
et al., 2023; Yadegaridehkordi et al., 2023). Institutional strengthening, such as financial
management and access to financing, strengthened this stage, increasing market adaptability
(Shashi et al., 2019). Financial performance would also enhance productivity and improve SME
competitiveness. This discussion suggested that organizations could improve financial
performance by strengthening productivity to build SCA, enhancing sustainable
competitiveness. Therefore, the following hypothesis was proposed.
HS8. Financial performance mediated organizational productivity and SCA.

Mediating Role of Business Diversification

Organizational productivity showed organizations' ability to optimize potential and
resources (Achmad & Wiratmadja, 2025), develop new products, and enter new markets
without threatening the sustainability of the core business (Bettiol et al., 2023; Che &
Liebenberg, 2017). Therefore, SMEs diversified in a measured manner and maintain growth,
maintaining strong competitiveness when entering new industries (Suryantini et al., 2023; X.
Zhang et al., 2023). Changing trends and fluctuations in demand required agility, flexibility,
and resilience (Arsawan et al., 2022; Panda & Rath, 2021). Business diversification further
allowed SMEs to open opportunities across varied business lines (Bodlaj et al., 2020). Scholars
such as Dabi¢ et al. (2021) and Haider & Kayani (2021) found that diversification elevated
resilience and competitive advantage by reducing risk and increasing adaptability. This
occurred because diversification enabled SMEs to navigate market fluctuations, innovate
products (Ahmadi & Ershadi, 2021), and create unique value to strengthen the sustainable
competitive position (Leon-Gomez et al., 2025; Obeng et al., 2025). In light of this,
diversification allowed SMEs to exploit unique internal resources to build resilience and
develop sustainable competitiveness (Bettiol et al., 2023). The following hypothesis was
proposed based on this discussion.
H9. Business diversification mediated organizational productivity and SCA.
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Figure 1. Organizational productivity toward the SCA models
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METHOD

Research Design

This study focused on SMEs, the backbone of the Indonesian economy, which continued
to grow, made positive contributions to economic growth, created new jobs, and strengthened
the creative industry (Ratnawati et al., 2024). To obtain the population and sample, the study
used local government databases to identify the SMEs that became the subjects. The population
consisted of 460 craft SMEs in Bali Province, classified into the woodcraft (95), metal (78),
and bamboo (37) sectors. The sample frame was then selected using a simple random sampling
method, a lottery method without replacement, meaning each member of the population had an
equal chance of being sampled only once. The sample frame size was determined using the
formula by Krejcie and Morgan (1970), leading to a total of 210 SMEs.

The respondents for this study were managers and assistant managers, considered ideal
targets due to their insight into the strategic planning that leads to SCA. Data collection was
conducted in three stages—as recommended by Rasheed et al. (2020)—at three-month intervals
between August 2024 and April 2025. To minimize common method bias and capture the
sequential transformation of capabilities, a three-wave design was employed: Stage 1 measured
Fintech Adoption and Organizational Creativity; Stage 2 measured Organizational
Productivity; and Stage 3 measured Financial Performance, Business Diversification, and SCA.
Data collection methods included the use of email and Google Forms, as well as in-person visits
preceded by email notifications regarding the agenda. The unit of analysis in this study is the
organization (MSME). The respondents were managers and assistant managers. This study
collected 420 responses from 210 SMEs, meaning two respondents were assessed per MSME.
To conduct organizational-level analysis, the data from the two respondents within each MSME
were aggregated and averaged to create a single composite score representing the organization.

Measurements

The theoretical constructs of the conceptual model were measured using a multi-item
scale, and the questionnaire included items adopted from the available literature. For this
purpose, all items were scored on a seven-point Likert-type response scale ranging from
"strongly disagree” = 1 to "strongly agree™ = 7, with the survey prepared in Indonesian. A pilot
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test including 20 SME managers refined the questionnaire through minor wording adjustments.
Financial technology was measured using three indicators adopted from Nugraha et al. (2022).
These indicators operationalize financial technology through the perspective of user
acceptance, continuous integration, and advocacy within SMEs, which are critical dimensions
for capturing the actual impact of technology on organizational workflows. Organizational
creativity was measured using four dimensions, namely individual creativity, team creativity,
inter-organizational creativity, and knowledge creation (Rumanti et al., 2023). Organizational
productivity was measured adopted from Timothy (2022). Financial performance was measured
using five indicators adopted from Ciza et al. (2025). Business diversification was measured
using three indicators adopted from Bettiol et al. (2023) and SCA was measured by seven
indicators (Arsawan et al., 2022; Suryantini et al., 2023).

To evaluate the survey data, this research employed partial least squares structural
equation modeling (PLS-SEM), a prominent variance-based technique in quantitative analysis
(Guenther et al., 2023). Because PLS-SEM prioritizes maximizing the explained variance of
endogenous constructs, it is highly effective for studies with a predictive focus (Hazen et al.,
2015). In the context of Supply Chain Agility (SCA), this method has emerged as a standard
procedure for evaluating predictive paths (Arsawan et al., 2022) particularly when dealing with
multi-item scales and complex interaction effects (Alsmairat & AL-Shboul, 2023).
Consequently, PLS-SEM was selected to test the hypotheses in this study due to its capacity to
accommodate moderation, mediation, and multi-item variables. To guarantee analytical rigor
and mitigate the possibility of misleading results, the evaluation followed a standard two-step
approach involving the assessment of both measurement and structural models (Guenther et al.,
2023). This procedural design not only facilitates the testing of direct and indirect effects but
also effectively manages data that lack normal distribution (Agyabeng-Mensah et al., 2024).
Ultimately, these characteristics make the PLS-SEM approach highly suitable for investigating
SCA within small and medium-sized enterprises (SMESs).

RESULTS AND DISCUSSION

Respondent Profile

This study included 420 respondents from three SME sectors, namely woodcraft
(45.20%), metal (37.10%), and bamboo (17.70%). The analysis was dominated by males
(53.80%), with a dominant age range of 41-50 years (46.33%) showing the acceleration of
SMEs in viewing creativity and innovation as important drivers of performance and
competitiveness. Table 1 further presented the information on the respondent profiles.

Table 1. Respondent Profile

Description Classification Frequency Percentage
Type of Woodcraft 95 45,20
business Metal 78 37.10
Bamboo 37 17.70
Gender Male 226 53.80
Female 194 46.19
Age 21-30 60 16.76
31-40 184 23.53
41-50 121 46.33
51-60 55 13.38
Education Diploma 54 12.85
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Description Classification Frequency Percentage
Bachelor’s Degree (S1) 226 53.80
Master’s Degree (S2) 127 30.23
Doctoral Degree (S3) 13 3.09

Outer Model Measurement

This study tested reliability through convergent validity analysis and discriminant validity
through confirmatory factor analysis (CFA), then calculated composite reliability (CR) and
average variance extracted (AVE). Following expert advice by Guenther et al. (2023), factor
loadings were found to exceed 0.70. Factor loadings ranged from 0.711 to 0.926, meeting the
reliability criteria. Furthermore, it calculated internal consistency by analyzing CR values above
0.70 (Hair Jr & Sarstedt, 2021). The range of CR is 0.877 to 0.975, meeting the internal
consistency criteria. Finally, convergent validity was assessed by AVE values above 0.50 for
each construct. Since the analysis results showed that AVE values ranged from 0.554 to 0.820,
this criterion was met. Table 2 detailed the analysis results.

Table 2. Outer Loading

Constructs Items Factor CA CR AVE
loading
Fintech 0.890 0.932 0.820
- Willing to continue using fintech services 0.903
- Use fintech services 0.926
- Recommend fintech services 0.886
Organizational 0.973 0.975 0.554
Creativity
Individual 0.941 0.951 0.707
Creativity - Employ_ee creativity evolves when given the 0.833
opportunity )
- Develop appropriate plans for new ideas 0.844
- Innovative new ideas among employee 0.859
- High curiosity among employee 0.876
- High technical expertise among employee 0.839
- Employee's creative solution to problems 0.851
- New method to problem-solving 0.843
- New ways to carry out work tasks 0.779
Group 0.929 0.941 0.638
Creativity - Produce innovative jobs and products 0.711
- The job requires employees to be creative 0.742
- Motivated to be creative within the organization 0.796
- Motivated to take risks within the company 0.810
- Organizations support creative processes 0.846
- Organizations discuss employee work ideas 0.831
- Information makes employees more creative 0.834
- Discuss new things about new ideas 0.840
- Mutual trust between the team members 0.770
Inter- 0.925 0.937 0.624
Organizational - Organizations keep employee morale high 0.775
Environment - Organizations do not ignore new ideas 0.772
- Organizations value the work 0.783
- Organizations accept failure from the hard work 0.799
- Organizations offer challenging jobs 0.771

http:/dx.doi.org/10.22441/jurnal_mix.2022.v12i1.007 | 973



MIX: Jurnal limiah Manajemen p-ISSN: 2088-1231

Volume 16 Number 3 | October 2026 e-ISSN: 2460-5328
Constructs Items Factor CA CR AVE
loading
- The budget to carry out the work is still
. e 0.810
insufficient
- Organizations emphasize healthy competition 0.795
- Top management is willing to take risks 0.792
- Realistic organizational targets 0.809
Knowledge 0.896 0.923 0.707
Creation - Direct interaction with suppliers 0.781
- Direct interaction with customers 0.880
- Activities obtain new information 0.868
- Dialogue process with competitors 0.867
- Interaction with experts from outside 0.804
Organizational 0.789 0.877 0.703
Productivity - Number of full-time employees 0.802
- Total annual sales 0.849
- Average sales per full-time employee 0.864
Financial 0.860 0.899 0.640
Performance - Sales volume growth compared to direct 0.815
competitor '
- Profit growth compared to direct competitor 0.820
- Grovvt_h in cash flow generated compared to direct 0.790
competitor )
- Return on investment growth compared to direct 0.788
competitor '
- Market share growth compared to direct
i 0.788
competitor
Business 0.816 0.891 0.732
Diversification - Offering new products in existing markets 0.863
- Offering existing products in new markets 0.894
- Offering new products in new markets 0.808
SCA 0.922 0.937 0.680
- Value of the product 0.796
- Service delivery system 0.813
- Growth and performance 0.831
- Increasing market share 0.842
- Individual-organizational innovation 0.846
- Rareness of the product 0.825
- Imperfectly non-imitable of the product 0.820

Inner Model Measurement

The study applied the bootstrap method with 5,000 subsamples to assess the significance
of indicators for each construct in four stages. First, the goodness-of-fit (GoF) was 0.593,
showing a high model fit, and the proposed model was applied to the SME sector. Second, the
standard residual root mean square (SRMR) test showed a good fit for the model, with an
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i At this stage, the path coefficient (B) and t-statistic were evaluated to test the significance
fHair Jr et al., 2017). The relationship between fintech and organizational productivity (p =
.215, t-statistic = 4.043, p < 0.000) was significant, supporting H1. Organizational creativity
and productivity (B = 0.548, t-statistic = 10.680, p < 0.000) were significant, supporting H2.
Furthermore, the relationship between organizational productivity and financial performance
B =0.521, t statistics = 12.334, p < 0.000), SCA (B = 0.364, t statistics = 7.041, p < 0.000), and
pusiness diversification (p = 0.531, t statistics = 12.578, p < 0.000) was significant, supporting
EI3-H5. The relationship between fintech and SCA (B = 0.166, t statistic = 3.170, p < 0.002)
was significant, providing support for H6, while business diversification had a significant effect
on SCA (B = 0.310, t statistic = 5.510, p < 0.000), supporting H7. Tables 3 and 4 further
Rresented the analysis results for each hypothesis.

€
y Table 3. Hypothesis testing
. T P Rema
Hypothesis Original Sample Staqda}rd Statisti  Value  rks
S Sample Mean Deviation cs s
t . - _ . . -
Flnancu_all _technology > organizational 0.215 0.210 0.053 4043 0.000 Sig.
eproductivity (H1)
pOrganizational creativity -> 0.548 0.552 0.051 10.680 0.000 Sig.
<organizational productivity (H1) ' ' ' ' '
Organizational productivity -> financial 0521 0523 0.042 12334 0.000 Sig.
> performance (H1) ' ' ' ' )
t(Ol_:gi;amlzatlonal Productivity -> SCA 0.364 0.365 0.052 7041 0.000 Sig.
hOrganizational Productivity -> business Sig.
- diversification (H1) 0.531 0.531 0.042 12.578 0.000
gFinancial performance -> SCA (H1) 0.166 0.163 0.052 3.170  0.002  Sig.
Business diversification -> SCA (H1) 0.310 0.309 0.056 5510 0.000 Sig.

S Subsequently, two mediation mechanisms were tested in the analysis model. First,
tinancial performance mediated the relationship between productivity and SCA (f=0.086, t
Ytatistic = 3.171, p<0.002), supporting H8. Second, business diversification mediated the
ijelationship between productivity and SCA (B=0.165, t statistic = 4.702, p<0.002), providing
Support for HI. The analysis results were presented in Figure 2.
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Table 4. Mediation Testing

Hvoothesis Original  Sample  Standard T P Remarks
yp Sample Mean  Deviation  Statistics  Values

Organizational productivity >

financial performance - SCA (H8) 0.086 0.085 0.027 3171 0.002 Mediation
Organizational Productivity -

usiness diversification . : : : : ediation
busi diversification > SCA 0.165 0.165 0.035 4.702 0.000 Mediati
(H9)
Discussion

This analysis models SCA in SMEs by integrating key drivers, including productivity,
financial performance, and business diversification. A significant relationship between fintech
and productivity (H1) shows that easy access to financing, operational efficiency, and
digitalization saves time and effort as well as motivates other productive activities, increasing
operational efficiency and productivity (Pizzi et al., 2021). By using fintech, SMEs have
broader market potential, increasing sales volume and revenue, which are the key components
of productivity (Abbasi et al., 2021; Bhat & Abdelwahed, 2025). Organizational creativity is
significant for productivity (H2), as it enables the generation of new ideas that drive efficient
method innovation and resource optimization, increasing output (Ngoc Huynh et al., 2024).
These findings support the proposition that creativity is a source of original ideas serving as
raw materials for innovating products, services, and business models (Audretsch & Belitski,
2022), enabling organizations to offer superior products/services and maintain relevance in
dynamic markets (Jin & Shao, 2022).

Organizational productivity significantly impacts financial performance (H3), showing
that productivity motivates SMEs to produce, develop, and meet the needs of more customers
(Timothy, 2022). This finding reinforces the proposition that productivity reduces unit
production costs (Buallay et al., 2021) while simultaneously enabling higher volumes, lowering
average costs, and increasing price competitiveness (Ballestar et al., 2020). Furthermore,
productivity enables SMEs to launch products faster than competitors, secure market share, and
increase sales volume (Appolloni et al., 2022; Timothy, 2022), which eventually improves
financial performance.

The significant relationship between organizational productivity and SCA (H4) shows
that high-productivity SMESs possess cost and differentiation advantages. Cost advantages lead
to greater output, competitive pricing, and the optimization of unique, rare, difficult-to-imitate,
and non-substitutable internal capabilities (Arsawan et al., 2026) while differentiation produce
products with quality and value that satisfy consumer needs (Bodlaj et al., 2020). The
significant relationship between productivity and business diversification (H5) shows that
productivity is an indicator of an organization's ability to optimize capital, human resources,
and technology to achieve maximum output (Achmad & Wiratmadja, 2025). This finding
supports previous study by Bettiol et al. (2023) that productivity is a driver of cash flow stability
and the development of new products without threatening the sustainability of the core business.
Additionally, diversification helps sustain growth in new markets, fostering strong
competitiveness (X. Zhang et al., 2023).

Financial performance is significant to SCA (H6), showing that strong financial serve as
a foundation for investing in innovation, resource development, and differentiation strategies
supporting long-term competitiveness (Ahinful et al., 2023; Yadegaridehkordi et al., 2023).
This transforms into unique assets that are difficult for competitors to imitate (Ratnawati et al.,
2024) and increases agility (Shashi et al., 2019), creating an SCA (Ciza et al., 2025; Siddik et
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al., 2023). The analysis supports empirical studies showing that SMEs with positive financial
performance are more adaptive to market changes, maintaining a superior position relative to
competitors (Ahinful et al., 2023; Akkas & Asutay, 2022; Syrova & Spi¢ka, 2023). Business
diversification is significant for SCA (H7), showing that the strategy increases resilience and
long-term competitive advantage (Dabi¢ et al., 2021; Haider & Kayani, 2021). The findings
support the proposition that diversification enables SMEs to exploit unique internal resources
to expand the market reach (Ahmadi & Ershadi, 2021), create barriers to entry for competitors,
build resilience, and diversify the revenue base. This allows for a stronger bargaining position,
which collectively contributes to sustainable competitiveness (Bettiol et al., 2023).

Financial performance mediates organizational productivity and SCA (H8), underscoring
its role in organizing SMEs to increase productivity while simultaneously reducing resource
waste (Buallay et al., 2021). This improvement enables faster product development, increasing
sales volume (Ballestar et al., 2020). In this regard, financial performance serves as the basis
for innovation, resource development, and differentiation strategies that support long-term
competitiveness (Ahinful et al., 2023; Yadegaridehkordi et al., 2023). Therefore, financial
performance increases productivity and enhances SME competitiveness. Finally, business
diversification mediates organizational productivity and SCA (H9), showing organizations'
ability to optimize resources (Achmad & Wiratmadja, 2025), thereby enabling them to take
calculated risks, such as launching new products or entering different markets (Bettiol et al.,
2023; Che & Liebenberg, 2017). Business diversification helps managers sustain growth as new
markets are being engaged, maintaining strong competitiveness (Suryantini et al., 2023; X.
Zhang et al., 2023) and agility in responding to changing trends and demand fluctuations
(Arsawan, et al., 2022; Panda & Rath, 2021). Scholars such as Dabi¢ et al. (2021), and Haider
& Kayani (2021) found that diversification increased resilience and long-term competitive
advantage by enabling innovation and creating unique value, strengthening competitiveness
(Lebn-Goémez et al., 2025; Obeng et al., 2025). Therefore, diversification enables SMEs to
leverage unique internal resources to build resilience and simultaneously enhance sustainable
competitiveness (Bettiol et al., 2023).

Theoretical Implications

This study makes a significant theoretical contribution to the understanding of the drivers
of sustainable competitive advantage (SCA) in the SME sector. First, it presents a mechanism-
based integration of the Resource-Based View (RBV) and dynamic capabilities theories by
conceptualizing fintech and creativity as strategic resources (RBV) that are reconfigured into
adaptive capabilities (dynamic capabilities). Rather than treating these perspectives as parallel
explanations, the study demonstrates how they interact sequentially. The RBV explains the role
of strategic resources (i.e., fintech and creativity), while dynamic capabilities explain the
reconfiguration and leveraging of those resources. This integration confirms prior findings
regarding the importance of technology adoption and creativity (Tran Huy, 2025; Waqar et al.,
2025) ) in enhancing productivity toward SCA. Furthermore, the study promotes a process-
based view of competitive advantage, wherein resources are not inherently valuable unless
transformed into adaptive capabilities and strategic outcomes. It introduces productivity as a
capability channel bridging resources (RBV) and adaptive reconfiguration processes (dynamic
capabilities), thereby offering a dynamic explanation of SCA formation.

Second, this study reconceptualizes productivity as a dynamic capability channel that
bridges initial resources and strategic outcomes, shifting the discourse from a static input-output
logic. This extends the RBV framework (Barney, 1991) by positioning fintech as a crucial
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antecedent for enhancing SME productivity. The analysis further positions fintech as both a
specific resource and a unique capability capable of generating competitive advantage through
improved efficiency and effectiveness in financial and operational processes. On the other hand,
organizational creativity acts as a driver of product and service innovation while serving as a
critical, direct input for day-to-day operational efficiency and effectiveness (Maria et al., 2022;
Rumanti et al., 2023). This extends the scope of the Resource-Based View (RBV) (Barney et
al., 2001) originally focused on new idea generation—to encompass the implementation of new
ideas to streamline processes and improve workflows (Achmad & Wiratmadja, 2025; Zairbani
& J. P, 2025). These findings offer meaningful insights by identifying four dimensions—
individual creativity, team creativity, inter-organizational creativity, and knowledge creation—
and demonstrating how creativity serves as a crucial driver of productivity. The results address
gaps in the understanding of organizational creativity within the SME context (Rumanti et al.,
2023). By employing a multi-level framework, this research demonstrates that team creativity
acts as the primary driver in fostering firm-level innovation, especially concerning the
enhancement of productivity for a sustainable competitive advantage (SCA). The collective
capacity of a group to apply original problem-solving techniques, identify latent prospects, and
adjust to dynamic environments embodies this team creativity (Arsawan et al., 2022; Tran Huy,
2025). Ultimately, these outcomes confirm the value of using a stratified methodology to
properly assess the relative weight of the distinct components (K & Ranjit, 2022; Karaboga et
al., 2022; Maria et al., 2022). Considering the importance of achieving SCA, team and
organizational creativity can effectively facilitate increased productivity and SCA (Chaubey et
al., 2021; Mikalef & Gupta, 2021). This study also makes a fundamental contribution by
elucidating the mechanism through which productivity transformation indirectly drives
sustainable competitive advantage—a departure from prior research that viewed productivity
merely as an antecedent (Ballestar et al., 2020; Timothy, 2022). By empirically validating
financial performance and business diversification as dual mediators, the study shifts the
discourse from a static input-output logic toward a phased transformation process. This
contribution addresses inconsistencies in the productivity literature and offers a more holistic
explanation of why productivity gains do not invariably lead to sustainable competitive
advantage for SMEs. The study reconceptualizes productivity as a transitional capability, the
strategic value of which is realized through its conversion into financial accumulation and
market expansion opportunities (Ahinful et al., 2023; Akkas & Asutay, 2022; Syrova & Spicka,
2023).

Third, it extends the literature by empirically validating the dual mediating roles of
financial performance and business diversification, explaining the multi-stage transformation
process required to achieve sustainable competitive advantage in SMEs. Third, this study
extends the literature by empirically validating the dual mediating roles of financial
performance and business diversification, while also elucidating the multi-stage transformation
process required for SMEs to achieve sustainable competitive advantage. The study proposes a
systemic, multi-level capabilities framework. Findings indicate that competitiveness emerges
from the interaction of technological, human resource, operational, financial, and strategic
capabilities, rather than from a single dominant factor. Notably, the stronger influence of
organizational creativity compared to fintech highlights the pivotal role of human-centric
capabilities in driving productivity and subsequent strategic outcomes (Ahmad et al., 2022;
Suryantini et al., 2024). This contribution challenges technology-centric discourse and
introduces a hierarchical capabilities logic, wherein creativity (a deep, irreplaceable capability)
and fintech (an empowering, replicable capability) operate complementarily but not on equal
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footing. Thus, the study reconceptualizes SME competitiveness as an integrated system of
capabilities, emphasizing the hierarchical and complementary roles of human resources and
technology in attaining sustainable competitive advantage.

Managerial Implications

Based on a managerial perspective, this study offers four important contributions. First,
SME management should allocate resources to adopt and integrate financial technology to
streamline processes and reduce operational costs. Designing relevant training to improve
employees' technology adoption output, speed, and accuracy is further important. Second, the
management should build an innovative culture that fosters new ideas and considers risks and
failures as learning opportunities. Managers could also establish innovation labs and provide
structured time and space for employees to work on creative projects that can improve
efficiency and work processes.

Third, increasing productivity is a key investment that provides better outcomes across
various business areas. Therefore, managers need to monitor and evaluate the implementation
of key performance indicators to measure productivity and explicitly link them to financial
performance metrics (e.g., return on assets/equity) and strategic metrics (e.g., new market
share). Managers need to leverage financial synergy and diversification to achieve long-term
excellence.

CONCLUSION

In conclusion, organizational productivity plays a crucial role in enhancing financial
performance and diversification, as well as building Sustainable Competitive Advantage (SCA)
for SMEs. This study showed that productive organizations could effectively enhance financial
performance and diversify. Financial performance and business diversification possessed an
indirect influence on SCA. Therefore, internal organizational dynamics drive SMEs to boost
productivity and carefully formulate diversification strategies in response to a rapidly changing
environment. Furthermore, this study integrates Resource-Based View (RBV) theory and
dynamic capabilities by proposing a new, comprehensive model to examine SCA within the
SME context. It validates a phased transformation mechanism in which fintech adoption and
organizational creativity serve as vital strategic resources that drive organizational productivity.
Crucially, productivity alone is insufficient; it acts as a conduit for capabilities that must be
transformed into robust financial performance and agile business diversification to achieve
SCA. This integrated framework underscores that the optimization of internal resources must
be sequentially aligned with financial mechanisms and market adaptation to thrive amidst an
environment of uncertainty.

Limitations and further recommendations

Despite the significant contributions, this study possessed several limitations that warrant
consideration and offer opportunities for future analysis. Although organizational creativity as
a second-order construct was included, further investigation should examine the specific impact
on SME productivity. Investigating the impacts of individual, team, interorganizational
dynamics, and knowledge generation might offer deeper perspectives. Additionally, the
reliance on a uniform cohort within the SME sector constrained the capacity to investigate
industry-level differences regarding the attainment of SCA. Subsequent studies ought to
employ a cross-industry approach to broaden the diversity of predictive factors, thereby
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yielding more precise deductions about SCA. While this research highlighted organizational
productivity as an essential capability for modern market competition, other pertinent attributes
like enterprise agility and resilience are vital for fortifying competitive edge via diversification,
necessitating deeper examination in upcoming studies. Ultimately, these boundaries serve as a
stepping stone for subsequent inquiries aimed at broadening the comprehension of SCA within
small businesses across diverse settings, cultural backgrounds, and core capabilities.
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