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Abstract: Purpose: Sharia banks in Indonesia are having difficulty competing with conventional 
banks and maximizing their business performance. Several perspectives underline the importance of 
internal resources in optimizing the company’s business performance. This study seeks to measure 
internal resources found in the largest sharia bank in Indonesia and see its influence on the company’s 
business performance. This study also examines the mediation of innovation and collaboration 
strategies in the influence of internal sharia capital on business performance. 
Design/methodology/approach: The research was conducted on the largest sharia bank in Indonesia, 
Bank Syariah Indonesia, through quantitative study using PLS-SEM with SmartPLS software. A total 
of 285 managers from across the country were involved in this study. Findings: The results confirm 
that internal sharia capital positively and significantly affect business performance, innovation 
strategies, and collaboration strategies. Innovation and collaboration strategies also significantly 
influence business performance, giving both a significant mediation role to the main relationship. 
Originality: The originality in this research lies in the integration of resource-based view theory 
(RBV) as the grand theory with resource-advantage theory (R-A) as the middle-range theory. A 
greater percentage of indirect influence compared to direct influence indicates that the combination 
of these two theories has proven to give highly significant results on BSI's business performance. This 
research also proves that internal sharia capital enhanced with innovation and collaboration strategy 
can give more positive effects to business performance. 

Keywords: internal sharia capital; innovation strategy; colaboration strategy; business performance; 
sharia banking; RBV theory; R-A theory 
 

1. Introduction 
According to Indonesia’s Financial Services Authority (OJK), sharia banking is a banking system 

that uses sharia or Islamic principles to carry out its business activities (OJK, 2017). Indonesia has 
great potential in the sharia banking industry because it has the world’s largest Muslim population. 
Based on data from The Royal Islamic Strategic Studies Centre in 2022, 231.055.500 people or 86.7% 
of Indonesia’s population, are Muslims. The large number of Muslims is a potential for sharia 
banking to play an essential role in economic growth, improving welfare, and equitable distribution 
of national development (OJK, 2020). Sharia bank must first have optimal business performance to 
fill these essential roles. Business performance is the result of a company’s series of activities and is 
an indicator of achieving the company’s goals. In business, performance can be seen in profitability, 
market share, cost reduction, increased efficiency, etc. 

The great potential possessed by Indonesia’s sharia banking does not necessarily make its 
business performance superior, especially compared to conventional banking. According to data 
from OJK, sharia banking in Indonesia has consistently experienced market share growth yearly. 

Disclaimer/Publisher’s Note: The statements, opinions, and data contained in all publications are solely those of the individual author(s) and 
contributor(s) and not of MDPI and/or the editor(s). MDPI and/or the editor(s) disclaim responsibility for any injury to people or property resulting 
from any ideas, methods, instructions, or products referred to in the content.
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However, the percentage increase is very sloping. Over the past decade, the growth has been just 
over 3%. This results in the market share of sharia bank in Indonesia being much smaller than the 
market share of conventional banks, which reaches 92.97%. The overall market share of sharia bank 
in Indonesia can only reach 7.03% as of August 2022 (OJK, 2022). It can be concluded that although 
Indonesia has the potential in the form of such a large Muslim population, sharia banking has not 
been able to take full advantage of this opportunity. 

Therefore, it is interesting to research what sharia bank can do to improve their business 
performance. One of the effort s that sharia bank can make is to examine their internal resources 
further, since internal resources are considered as the company’s core competencies and are very 
influential in achieving business performance. This is in accordance with the resource-based view 
(RBV) theory from Barney (1991), which states that internal resources can be utilized to achieve 
sustainable company excellence. Since the context of this study is very specific to sharia banking, 
researcher need to use a measurement of internal resources that is especially crafted for sharia 
industry. Thus, this research will use the Internal Sharia Capital measurement that was composed 
based on an exploratory study in previous research (Thaib et al., 2024). 

Despite of the support from RBV theory, several studies have found that internal resources do 
not have a significant impact on business performance (Hutahayan, 2020; Rambe et al., 2021; Olan et 
al., 2022). These inconsistencies provoke this research to fill the existing research gap. To enhance the 
internal sharia capital influence on business performance, it was believed that internal sharia capital 
might need to be supported by other factors. Following the resource-advantage (R-A) theory by Hunt 
and Morgan (1995), there are two factors that can help to enhance the influence of internal capital to 
business performance: innovation and collaboration strategy. 

Based on the R-A theory, companies must constantly develop their internal resources to have 
comparative value in the market. One way to develop internal resources is to implement various 
innovation strategies (Hunt, 2012). Regarding the relationship between internal resources and 
innovation strategies, Tipu (2014) explained that the role of humans in a company is essential for 
developing Sharia bank’ innovative products. On the other hand, Chabbouh and Boujelbene (2020) 
also proved a positive relationship between innovation and business performance, supported by 
AlQershi (2021), who emphasized that innovation strategies can improve overall business 
effectiveness. The findings of those studies show that combination of competitive internal resources 
and innovation strategies can improve company’s business performance. 

Not only innovation strategies, companies must develop collaboration strategies to increase 
their internal resources. With collaboration, companies can access new resources that not yet explored 
internally. This is, again, in line with the R-A theory, which views relationships as one of the most 
important resources a company must have (Hunt, 2012). In relation to business performance, several 
previous studies have proven that collaboration strategies can be an essential and significant factor 
in business performance success (Cao & Zhang, 2011; Chang & Graham, 2012). The findings of both 
studies prove that internal resources can improve business performance through collaboration 
strategies implemented by companies. 

Based on above explanation, this study aims to examine the influence of internal sharia capital 
on business performance, with the mediation of innovation and collaboration strategies. To obtain 
representative data, this research was carried out at the largest sharia bank in Indonesia: Bank Syariah 
Indonesia (BSI). BSI is a state-owned sharia bank formed from a merger between Bank Syariah 
Mandiri, BRI Syariah, and BNI Syariah. The merger of the three state-owned banks was inaugurated 
on February 1, 2021. As the largest sharia bank in Indonesia, BSI claimed to have 20,46 million 
customers by June 2024 (BSI, 2024). The significant amout of customers make BSI has the most 
significant potential to compete with conventional banks. Therefore, BSI is considered as the most 
representative sharia bank that can be used for the sharia banking industry research in Indonesia. 
Comprehensive research on BSI is expected to answer how to increase sharia bank’s business 
performance in Indonesia, the country with the most significant number of Muslims worldwide. 
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2. Literature Review  
2.1. Theoretical Framework 

Internal resources are the entire capital owned and can be controlled by the company, with the 
function of implementing the company’s strategy effectively and efficiently (Barney, 1991). In-depth 
research on internal resources is based on the RBV theory, which views internal resources as the 
primary determinant of a company’s competitive advantage (Barney & Hesterly, 2015). The RBV 
theory assumes that companies are not only competing in producing good products but also 
competing to have competitive internal resources (Barney et al., 2021). In other words, a company’s 
competitive advantage can be analyzed through how the company maximizes the use of its internal 
resources.  

To understand innovation and collaboration strategies, we can look through the resource-
advantage theory of competition or R-A theory. Hunt (2000) in Varadarajan (2023) emphasizes that 
the R-A theory is a competition theory that explains the process of competition. Before competing in 
the market, companies must go through an internal process to manage their resources. The R-A 
theory states that companies compete to have resources that have a comparative advantage, where 
these resources can be used to implement company strategies effectively and efficiently (Varadarajan, 
2023). 

Competition in the market is dynamic or disequilibrium-provoking; hence, innovation becomes 
essential for companies to maintain their competitive advantage (Hunt & Morgan, 1996; Hunt, 2012).  
Innovation will encourage companies to manage their internal resources better, acquire new 
resources with maximum production, or seek resources to operate more effectively and efficiently 
(Hunt & Morgan, 1996). This discussion on innovation presents how the R-A theory develops and 
complements the RBV theory. In addition to innovation, the R-A theory also views relationships as 
one of the most important resources a company must have (Hunt, 2012).  Therefore, it can be 
concluded that innovation and collaboration are both essential components of the R-A theory that 
can affect the company’s business performance. 

2.2. Company’s Business Performance 

Performance refers to the level or target achieved by an organization or the effectiveness of an 
individual or group. Performance at the organizational level refers to efficiency, productivity, 
attendance rate, turnover rate, and adaptability. Colase (in Taouab & Issor, 2019) considers business 
performance as ideas such as growth, profitability, returns, productivity, efficiency, and 
competitiveness of a company. 

The ultimate goal of every company is to improve its business performance. The results of the 
company's performance and its improvement are considered to be the core of strategic management. 
As such, most of the company's efforts are focused on this area (Tseng & Lee, 2014). Performance is 
measured based on the organizational unit to be assessed and the goals to be achieved. The objectives 
that have been set in advance in the strategy formulation section of the strategic management process 
(related to profitability, market share, and cost reduction) are used in measuring the company's 
performance. 

2.3. Internal Resources 

In the RBV theory, the company's internal resources are defined as the entire capital owned and 
able to be controlled by the company, so that the capital can be used to implement the company's 
strategy effectively and efficiently (Barney, 1991). This capital can include assets, company culture, 
organizational processes, company attributes, informal relationships between superiors and 
subordinates, employee experience, and knowledge controlled by the company (Barney, 1991; Mata 
et al., 1995). All companies that compete in the competitive market certainly have varying internal 
resources. To compete well and achieve sustainable competitive advantage, Barney & Hesterly (2015) 
states that a company's internal resources must have the attributes following VRIO principles. 
Companies that have internal resources with VRIO principles have the potential to have a sustainable 
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competitive advantage, which will lead the company to superior business performance (Barney 1991; 
Barney et al., 2021). In line with RBV, previous studies have also emphasized that internal resources 
are important driving factor for a company's success (Chen et al., 2021; Samad, 2020; Asiaei et al., 
2020). When a company has inadequate internal resources, it can fail to gain a competitive advantage 
and lose out in the global market (Paul et al., 2017). 

H1: Internal sharia capital significantly influence business performance. 

Internal resources, in any form, can give a great influence on innovation strategies. Several 
studies have showed that there is a direct influence of human capital on a company's innovative 
performance (AlQershi et al., 2021; Samad, 2020; Wu & Sivalogathasan, 2013). In addition, Wu and 
Sivalogathasan (2013) also stated that organizational capital can also influence company’s innovation 
strategies. Organizational conditions that encourage employees to exchange knowledge and a 
structured system to store knowledge can be factors that affect the improvement of the company's 
innovation strategies. 

H2: Internal sharia capital significantly influence innovation strategy 

To achieve optimal business performance, companies can work with other companies to bring 
their internal resources together to achieve collaborative excellence (Cao & Zhang, 2011). This shows 
that internal resources have an influence on collaboration strategy. Zulu-Chisanga et al. (2021) states 
that the internal resources of a company can impact the breadth of collaboration between the 
company and its partners. If the company can increase its internal resources, then other companies 
will be more interested in collaborating with the company. Research from Bryson et al. (2015) even 
stated that the combination of organizational capital, human capital, and physical capital can affect 
collaboration between companies. Good work culture, employees with collaborative nature and 
vision, also technologies can help a company to bridge its differences with their partners, so that the 
collaboration process can run better. 

H3: Internal sharia capital significantly influence strategic collaboration 

2.4. Innovation Strategy 

Innovation strategy is an innovation in a company's business model that leads to a new, more 
effective, and more efficient way of doing things (AlQershi et al., 2020). In any kind of industry, 
including banking, innovation is always needed as customers’ needs and demands are always 
changing (Hussein et al., 2019). Previous studies have found the influence of innovation strategies on 
business performance (Kalay & Lynn, 2015; Oke et al., 2012; Verhees & Meulenberg, 2004). The 
development and implementation of a good innovation strategy can give rise to a company's 
competitive advantage, which will ultimately have a positive impact on the company's business 
performance. Related to that notion, research from Algarni et al. (2023) found that innovation 
strategies have a positive influence on sustainable competitive advantage. 

In its implementation, quality of the human capital in a company is a very important factor for 
a company to develop and execute innovation strategies well. Verhees and Meulenberg (2004) 
mentioned that an innovation strategy supported by all human resources in the company, including 
human resources at the top management level, will have a very positive impact on the company's 
success in business. Therefore, special attention and training is needed for human resources in the 
company so that they can carry out innovation strategies to achieve optimal business performance 
(AlQershi, 2021; AlQershi et al., 2021). 

H4: Innovation strategy significantly influences business performance 

2.5. Collaboration Strategy 

Preprints.org (www.preprints.org)  |  NOT PEER-REVIEWED  |  Posted: 3 February 2025 doi:10.20944/preprints202502.0008.v1

https://doi.org/10.20944/preprints202502.0008.v1


 5 of 18 

 

In the context of business, collaboration strategy is a motivational condition that affects the 
development of relationships with other companies to build strategic business relationships in order 
to increase the effectiveness and efficiency of the company's operations (Zhang, 2009). Norris-Tirell 
and Clay (2016) define collaboration strategy as a deliberate collective approach to solve problems 
through the building of shared knowledge and designing innovative solutions.  This collaboration 
can improve market forecasts, improve operational efficiency, streamline transactions in the customer 
interface, which can ultimately contribute to profits. Align with that, Puspaningrum (2019) also stated 
that better collaboration or partnership that an organization does will make an increase on the 
development of the business. 

Previous studies have found the influence of collaboration strategies on a company's business 
performance. Cao and Zhang (2011) found that when multiple companies collaborate to pool their 
internal resources, they will have an advantage called collaborative advantage. This collaborative 
advantage will be a competitive advantage for each of the companies involved, then will help those 
companies to improve their business performance (Cao & Zhang, 2011). In the age of technology, 
collaboration strategies can also be carried out to improve business performance through the 
integration of technology (Adams et al., 2014). Hornuf et al. (2021) also stated that many banks 
overcome digitalization challenges and improve their company performance through collaboration. 
This collaboration is carried out by collaborating with various companies that can offer technology-
based financial services (Hornuf et al., 2021). 

H5: Collaboration strategy significantly influences business performance 

As far as the researchers' found, there has been no research that specifically studies the influence 
of internal resources on business performance mediated by innovation and collaboration strategies 
in the context of sharia banking. Therefore, this study will try to examine this further. 

H6: Innovation strategy serves as a mediator between internal sharia capital and business Performance 

H7: Collaboration strategy serves as a mediator between internal sharia capital and business performance 

Based on previous explanations, the hypotheses in this study can be formulated as follows: 

 

Figure 1. Conceptual Framework. 

3. Research Methodology 
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This study was conducted with a survey to collect respondents’ responses to all variables used 
within the study. The data of this study were then analyzed using partial least squares structural 
equation modeling (PLS-SEM) to determine the variance of the model’s dependent variable. Data 
collection in this study was carried out from August to November 2023. The research was conducted 
in Indonesia involving Bank Syariah Indonesia (BSI) branch offices throughout Indonesia. The 
population in this study is all heads of BSI sub-branch offices, with the total of 685 branch heads that 
are eligible to participate in this research. 

3.1. Respondent Characteristics and Descriptive Analysis 

The population in this study met the criteria for a population that could be counted, so the 
number of samples could be calculated using the Slovin formula (Slovin, 1960). The tolerance of 
accuracy in this study is 5%, so the minimum number of samples for this study is 253 samples or 253 
BSI branch heads. Based on this minimum number, the questionnaire was distributed to 300 
respondents using a simple random sampling technique. The distribution of questionnaires was 
carried out in November 2023. From the 300 questionnaires distributed, only 285 were returned and 
could be further processed. 

3.2. Data Collection 

The questionnaire used in the survey was written in Indonesian and made online using Google 
Forms. Respondents were asked to rate all statement items in each measuring tool on a Likert scale 
of 1 (strongly disagree) to 5 (strongly agree). The questionnaire consists of 4 measuring tools with 
proven validity and reliability: internal sharia capital, business performance, innovation strategies, 
and collaboration strategies. Detailed indicators and sources of measurement can be found in Table 
1. 

Table 1. Measurement Used in Data Collection. 

Variables Dimensions Code Indicators Sources 

Internal 
Sharia 
Capital 

Operational 
Sharia Capital 

OSC1 Performance Evaluation 

Thaib et al. (2024) 

OSC2 Employee Development 

OSC3 Succession Program 

OSC4 Teamwork 

OSC5 Fundraising 

OSC6 Credit Distribution 

OSC7 Financial Management 

Spiritual Sharia 
Capital 

SSC1 Good Intentions 

SSC2 Work Ethics 

SSC3 Value 

SSC4 Faith 

SSC5 Religious Practices 

Infrastructure 
Sharia Capital 

ISC1 Physical Facilities (Office) 

ISC2 Information Technology 

ISC3 Digitalization 

Organizational 
Sharia Capital 

OGSC1 Vision and Mission 

OGSC2 Organizational Culture 

OGSC3 Governance 

OGSC4 Decision Making 
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Variables Dimensions Code Indicators Sources 

Business 
Performance 

- 

BP1 Customer Satisfaction 
Al-Ansaari et al. 

(2015) 

BP2 Market Share 
Al-Ansaari et al. 
(2015); Prieto & 
Cavalho (2018) 

BP3 Sales Growth 
Al-Ansaari et al. 

(2015) 

BP4 Profit Growth 
Prieto & Cavalho 

(2018) 

BP5 Return on Investment (ROI) 
Prieto & Cavalho 

(2018) 

BP6 Return on Assets (ROA) 
Chalal & Bakshi 

(2016) 

Innovation 
Strategy - 

IS1 Innovation Products 
AlQershi et al. 

(2021); Oshri et al. 
(2015) 

IS2 Service Quality Improvement 
AlQershi et al. 

(2021); Oshri et al. 
(2015) 

IS3 Technology Enhancement 
AlQershi et al. 

(2021) 

IS4 Marketing Innovation 
AlQershi et al. 

(2021) 

IS5 Corporate Innovation Capacity 
Brunswicker & 

Vanhaverbek (2015) 

IS6 
Exploration of New 

Opportunities Oshri et al. (2015) 

IS7 Accounting System Innovation 
AlQershi et al. 

(2021) 

Collaboratio
n Strategy - 

CS1 Strategic Plan Formulation 
Mehdikhani & 

Valmohammadi 
(2019) 

CS2 Alignment with Customer Needs Prajogo et al. (2021) 

CS3 Shared Objectives Banchuen et al. 
(2017) 

CS4 Joint Product Development Prajogo et al. (2021) 

CS5 Active Collaboration 
Mehdikhani & 

Valmohammadi 
(2019) 

CS6 Entering Specific Market 
Segments 

Prajogo et al. (2021) 

CS7 Collaborative Performance Banchuen et al. 
(2017) 

4. Results 
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Table 2 shows that most of the respondents are male (77,54%), with ages range between 36-45 
years old (61,75%), and have completed bachelor’s degree (85,26%). During the data collection, all 
candidates were still actively working as a branch head at BSI and have been working on this job for 
more than 2 years (67,37%). Detailed information can be seen below. 

Table 2. Characteristics of Respondents. 

Criterion Description Sum Percentage 

Gender 

Male 221 77,54% 

Female 64 22,46% 

Total 285 100,00% 

Age 

≤ 35 years 28 9,82% 

36 – 45 years old 176 61,75% 

46 – 55 years old 76 26,67% 

> 55 years 5 1,75% 

Total 285 100,00% 

Last Education 

Diploma 7 2,46% 

Bachelor 243 85,26% 

Masters 34 11,93% 

Doctor 1 0,35% 

Total 285 100,00% 

Length of Service 
as Branch Head 

< 1 year 50 17,54% 

1 – 2 years 43 15,09% 

> 2 years 192 67,37% 

Total 285 100,00% 

4.1. Outer Model Analysis 

The outer model with reflective indicators is evaluated using convergent and discriminant 
validity. The reliability test of the model was carried out by measuring the composite reliability and 
Cronbach’s alpha values. Through convergent and discriminant validity testing, the analysis results 
show that all indicators have high loading factor values for their respective constructs. This indicates 
that the indicators in the measuring tool are valid because they represent the construct to be 
measured. In addition, composite reliability and Cronbach’s alpha tests show that the constructs in 
this study have good internal consistency so that all constructs can be declared reliable. 
a) Convergent Validity 

The convergent validity test can be seen from the average variance extracted (AVE) value, which 
must be greater than 0.5. Table 3 shows that all variables have an AVE value greater than 0.5, so it 
can be concluded that the convergent validity in this study is met. The convergent validity test was 
also carried out by looking at the outer loading value of each indicator. The outer loading value shows 
the weight of each indicator as a measure of each latent variable. The indicator with the most 
significant outer loading indicates that it acts as the strongest (dominant) indicator comapred to the 
others. The required outer loading value is above 0.7 for each indicator. The outer loading of all 
indicators in Table 3 met the required value, which was greater than 0.7, so it can be concluded that 
this study meets the requirements of convergent validity. 

Table 3. Outer Loading Analysis Results. 

Variable Dimension Indicator Outer Loading AVE Validity 
OSC1 0,775 0,637 Valid 
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Variable Dimension Indicator Outer Loading AVE Validity 

Internal Sharia 
Capital 

Operational Sharia 
Capital 

OSC2 0,784 Valid 
OSC3 0,823 Valid 
OSC4 0,791 Valid 
OSC5 0,799 Valid 
OSC6 0,823 Valid 
OSC7 0,789 Valid 

Spiritual Sharia Capital 

SSC1 0,852 

0,764 

Valid 
SSC2 0,860 Valid 
SSC3 0,881 Valid 
SSC4 0,909 Valid 
SSC5 0,867 Valid 

Infrastructure Sharia 
Capital 

ISC1 0,876 
0,741 

Valid 
ISC2 0,853 Valid 
ISC3 0,852 Valid 

Organizational Sharia 
Capital 

OGSC1 0,858 

0,711 

Valid 
OGSC2 0,834 Valid 
OGSC3 0,858 Valid 
OGSC4 0,822 Valid 

Business Performance 

BP1 0,768 

0,751 

Valid 
BP2 0,888 Valid 
BP3 0,899 Valid 
BP4 0,836 Valid 
BP5 0,903 Valid 
BP6 0,900 Valid 

Innovation Strategy 

IS1 0,828 

0,732 

Valid 
IS2 0,869 Valid 
IS3 0,856 Valid 
IS4 0,831 Valid 
IS5 0,845 Valid 
IS6 0,890 Valid 
IS7 0,868 Valid 

Collaboration Strategy 

CS1 0,881 

0,810 

Valid 
CS2 0,898 Valid 
CS3 0,915 Valid 
CS4 0,913 Valid 
CS5 0,910 Valid 
CS6 0,892 Valid 
CS7 0,890  Valid 

b) Discriminant Validity 
The discriminant validity test was carried out by analyzing the square root value of the AVE 

value. Table 4 presents the square root value of AVE, which is shown diagonally. The value below 
the main diagonal is the value of the correlation between dimensions or variables. The model is valid 
if the square root value of AVE is greater than the value of the interdimensional correlation or 
variable. 

Table 4. Discriminant Validity Results. 

  OSC SSC ISC OGSC BP IS CS 
OSC 0,798             
SSC 0,690 0,900           
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  OSC SSC ISC OGSC BP IS CS 
ISC 0,766 0,601 0,861         

OGSC 0,699 0,517 0,750 0,843       
BP 0,752 0,771 0,713 0,610 0,867     
IS 0,719 0,656 0,780 0,691 0,738 0,874   
CS 0,749 0,825 0,697 0,607 0,849 0,730 0,855 

c) Composite Reliability 
Construct reliability tests are carried out to ensure the accuracy, consistency, and precision of 

the instrument when measuring the construct. The reliability test of the construct was carried out by 
looking at the composite reliability value. A construct is said to be reliable when the composite 
reliability and Cronbach's alpha values are greater than 0.7. The data processing results (Table 5) 
showed that all variables had a value greater than 0.7 for both requirements, so it can be concluded 
that all variables meet the reliability requirements. 

Table 5. Composite Reliability Results. 

Construct 
Cronbach’s 

Alpha 
Composite 
Reliability Reliability 

Internal Sharia Capital 0,957 0,961 Reliable 
Business Performance 0,933 0,948 Reliable 
Innovation Strategy 0,939 0,950 Reliable 

Collaboration Strategy 0,961 0,968 Reliable 

4.2. Inner Model Analysis 

The inner model test was carried out by analyzing the R-square value (R2) on the endogenous 
latent construct and the predictive relevance value (Q2) to measure how well the observation value 
and parameter estimation generated by the model were. The R-Square value (R2) shows the 
significant influence of exogenous variables on endogenous variables. The higher the R2 value, the 
better the prediction model of the proposed research model. According to Chin (1998), there are three 
criteria for the R2 size, namely ≥ 0.67 (strong), 0.33-0.66 (moderately strong), and 0.19-0.32 (weak). The 
overall construct in this study has an R2 value that ranges from 0.497-0.837. This shows that the R2 in 
this research model can be categorized in strong and moderately strong criteria. 

Furthermore, a predictive relevance evaluation is performed using Q2 to determine the extent to 
which the prediction model is relevant. A model is considered to have a relevant predictive value if 
the Q2 value is positive or greater than 0, where all positive Q2 values can validate the predictive 
relevance to a particular construct and are considered excellent in explaining the research model. 
Based on the analysis results, all Q2 values of the construct in this study were proven to be positive. 
Thus, it can be concluded that the model in this study has relevant predictive value. 

Table 6. R-Square (R2) and Q-Square (Q2) values. 

Construct R2 Q2 
Operational Sharia Capital 0,837 0.528 

Spiritual Sharia Capital 0,808 0.612 
Infrastructural Sharia Capital 0,811 0.594 
Organizational Sharia Capital 0,729 0.514 

Innovation Strategy 0,623 0.451 
Collaboration Strategy 0,497 0.398 
Business Performance 0,773 0.574 

4.3. Analysis of Direct Hypothesis and Indirect Hypothesis 

Table 7 shows the results of testing the hypothesis of independent variables’ direct and indirect 
influence on dependent variables. On the direct influence, the results of the analysis show that 
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internal sharia capital (ISC) have a positive and significant effect on business performance (BP) 
(β=0.311; t=4.262). In addition, ISC also had a positive and significant effect on both mediation 
variables, namely innovation strategy (IS) (β=0.789; t=30.725) and collaboration strategy (CS) (β=0.705; 
t=19.584). Regarding their influence on business performance, innovation strategies (β=0.465; t=6.153) 
and collaboration strategies (β=0.168; t=2.184) have been proven to positively and significantly affect 
business performance. 

Table 7. Direct and Indirect Relationships. 

Hypothesis Path Coefficient T Statistics(|O/STERR|) P-Value 

H2: ISC -> BP 0,311 4,262 0,000 

H3: ISC -> IS 0,789 30,725 0,000 

H4: ISC -> CS 0,705 19,584 0,000 

H5: IS -> BP 0,465 6,153 0,000 

H6: CS -> BP 0,168 2,184 0,029 

H7: ISC -> IS -> BP 0,367 6,106 0,000 

H8: ISC -> CS -> BP 0,119 2,071 0,039 

On the indirect influence, innovation strategies are proven to mediate the influence of internal 
sharia capital on business performance with β=0.367 and t=6.106. The analysis results also support 
the influence of collaboration strategy mediation on the influence of internal sharia capital on 
business performance with β=0.119 and t=2.071. The overall results of the hypothesis test above show 
positive and significant results in direct and indirect influence. Therefore, it can be concluded that 
innovation strategies and collaboration strategies play a role as partial mediators in the influence of 
internal sharia capital on business performance. 

5. Discussion and Conclusions 
Through the result of this study, internal sharia capital has been proven to positively and 

significantly influence business performance. This finding strengthens the notion about how 
exploring one company’s internal resources is a great start to improve its business performance. 
There are several factors of internal sharia capital that hold higher values than other factors. These 
high values indicate that these factors are critical within BSI's internal resources. One such factor with 
the highest value is succession program. The succession program is a strategy implemented by BSI 
to nurture future leaders with great foundation in sharia principles. This program is very important 
as it directly relates to the practice of human resource management (HRM) within the organization. 
This result aligns with the argument by Zehir et al. (2016) emphasizing that humans, as a company's 
internal resources, are essential in achieving organizational objectives, making reliable HRM 
practices necessary for better business performance. Beninger et al. (2016) also explained that HRM 
practices could contribute to the company's business performance, thus considering human as a high-
performing resource. As a high-performing resource, human in sharia bank like BSI also need to 
possess specific Islamic characteristics related to the sharia principles. BSI should develop their 
employee to become not only just bankers, but sharia bankers to be specific. This is because sharia 
bankers should have those sharia-specific characteristics that bankers in conventional banks do not 
generally possess. The succession program in BSI should be aimed to also improve that part of their 
employees. Therefore, if the succession program is well-implemented, it could assist BSI in its journey 
to achieve optimal business performance while still being compliant to the sharia principles. 

The next factor obtaining the highest value is credit distribution. It is crucial for BSI to ensure 
that all its credit distribution activities follow the MAGHRIB-free principle (Maysir, Gharar, Haram, 
Riba, Batil). This is critical as it relates to financial assets, one of BSI's internal resources. By observing 
the MAGHRIB-free principle, BSI can ensure that the costs used for its operations are halal. Moreover, 
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financial management in accordance with sharia principles can undoubtedly improve BSI's business 
performance. Alam et al. (2017) stated that principles like gharar and riba, as includes in MAGHRIB-
free principle, is the fundamental principle of sharia banking that can potentially attracting more 
Muslim customers. Thus, company’s business performance can be improved as the people that put 
attention on financial prohibitions in the Qur'an must choose to save their money in sharia banks. 
BSI’s compliance in this area can also improve the trust from their customers, as the brand’s ability 
to be trusted and fulfill the promised value are important factors to keep their customers’ loyalty 
(Puspaningrum, 2020).  

Another factor from internal sharia capital that can affect business performance is the physical 
facility or office building. Physical facilities relate to the equipment and infrastructure used daily by 
BSI employees to achieve their business performance. Great infrastructure can influence BSI's 
business performance, both directly and indirectly. This aligns with the argument by Voordt and 
Jensen (2023), stating that employee productivity is influenced by how well the workplace facilities 
support their activities. BSI respondents believe that BSI provides Islamic-themed office facilities to 
support various activities they undertake at the office. The existence of Islamic facilities such as prayer 
rooms, gender-segregated activity areas, and prayer time reminders make employees feel more 
comfortable and peaceful working in the office area. With this comfort and tranquility, various 
business activities can certainly run smoothly. Employees can work calmly and make decisions 
without worrying about their worship being disturbed. This can eventually affect business 
performance indirectly. 

In addition to operational and infrastructural aspects, the faith factor representing the spiritual 
side is also a vital part of BSI's Shariah internal resources. If BSI employees adhere to the teachings of 
Islam, it can be assured that they can work in accordance with sharia principles. These sharia 
principles and spirituality values become a unique resource at BSI since similar principles and values 
are not applied in conventional banking. The faith factor relates to how employees believe that their 
work is part of a pursuit for blessings from the Almighty God. This certainly encourages BSI 
employees to provide the best performance and service in their work to get the good things from 
Allah SWT. This argument aligns with the research by Düşmezkalender et al. (2021), stating that the 
application of religious values in work is directly proportional to employee motivation to work. 
Therefore, indirectly, the high spirituality value of BSI employees can affect BSI's business 
performance. 

From an organizational point of view, factors such as vision, mission, and governance are crucial 
parts of internal sharia capital that also affect business performance. BSI's vision and mission that are 
associated with sharia principles are fundamental aspects that BSI should always refer to. This can 
motivate BSI employees to work together to achieve their goals without forgetting the sharia values 
that form this bank's foundation. Company governance involving the Dewan Pengawas Syariah 
(DPS, re: sharia supervisory board) is also an important element to consider in BSI's internal 
resources. DPS plays a critical and strategic role in applying sharia principles in sharia banks like BSI 
(Ilyas, 2021). A vision, mission, and governance reflecting sharia values can make the company gain 
greater customer trust from the Muslim community. This is related to the emergence of public belief 
that the financial activities carried out in the company comply with the teachings of Islam. In 
addition, these factors can also trigger a higher level of loyalty as customers see BSI as a partner that 
supports the vision and values of Islam. 

Not only concerning the direct relationship, this study also proves the role of innovation 
strategies and collaboration strategies as mediators in the influence of internal sharia capital on 
business performance. Innovation and collaboration are essential factors that Sharia bank need to 
carry out to achieve continuous improvement in business performance. Innovation and collaboration 
strategies have a similar goal: to increase access to resources that may not be available internally, such 
as new technologies, new markets, new knowledge, and more. The difference between these two 
strategies lies in the utilization of existing internal resources. In the innovation strategy, a company 
will use its internal resources to explore new things. internal resources that have been owned will be 
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deployed to search, create, or develop cutting-edge products, processes, services, and so on. 
Meanwhile, the collaboration strategy will utilize existing internal resources to become capital in 
building cooperation with other parties. The company and its collaboration partners will work 
together to unite internal resources owned by each party so that a new resource will be created that 
will be used to achieve common goals. In the end, this study successfully validated the originality 
proposed at the beginning of this research: internal sharia capital from RBV enhanced with 
innovation and collaboration strategy from R-A theory can positively affect business performance. 
This also serves as a proof that integration of both theory worth to be explored, since it can support 
company’s business performance.  

5.1. Theoretical Implication 

The RBV focuses on the resources possessed by a company and lays the foundation for 
identifying strategic assets useful for enhancing a company's business performance. Meanwhile, the 
R-A theory emphasizes market dynamics and the company's interaction with its competitors. The R-
A theory analyzes the competitive environment, enabling the company to adjust its strategy to face 
dynamic and fluctuating market dynamics and allows the company to observe competitor 
movements. The R-A theory can complement the RBV, which solely focuses on internal resources 
and neglects external environments. By combining the RBV and R-A theory, companies are expected 
to increase efficiency and access to new resources, thereby enriching strategies for market competition 
and facing competitors. The findings of this study successfully prove that integrating the framework 
of both theories can provide positive and significant benefits to BSI's business performance. The 
internal resources from the RBV theory indeed enhance BSI's business performance. However, this 
enhancement becomes more significant when integrated with the innovative and collaborative 
activities discussed in the R-A theory. This research model, resulting from the combination of RBV 
and R-A theory, can contribute to the literature discussing both theories, especially when associated 
with the context of Islamic banking. 

5.2. Practical Implication 

internal resources related to operations, infrastructure, spirituality, and organization are crucial 
things that need to be considered in a BSI’s business journey. In particular, BSI practitioners must pay 
special attention to the search and development of the people working within the company, to build 
more sharia bankers that can serve as future leaders. To facilitate that, BSI should play a part in 
nurturing the younger generation's interest in the sharia banking sector through a better employer 
branding. A great employer branding can be acquired by a great digital presence via social media, 
such as LinkedIn or Instragram. Many company nowadays also build their employer branding or 
company awareness through collaboration with various schools or universities. This can be 
implemented in BSI too, by targetting to have collaborations with top universities across the country 
that have Islamic banking as one of their study programs. 

Furthermore, innovation in product development, especially digital products, is also essential 
to pay attention to. Challenges arised during the pandemic era, such as the difficulties to have face-
to-face meetings with the customers, can become an opportunity to improve a company’s product 
(Prabandari, 2021).  There are many innovation strategies that can be explored, but the most 
common innovation strategy is adding new value to an existing product that has been owned by a 
company (Hussein et al., 2019). For that reason, BSI can develop their mobile banking to a more 
sophisticated application like a superapp. Developing a superapp could lead BSI to an increased 
business performance since a superapp can satisfy everyone’s needs in just a click. A sophisticated 
superapp might also help BSI to capture a new market, which is Generation Z or Generation Alpha, 
that is very used to technology. This new market can also help BSI achieve sustainable business 
performance, as the experience quality felt while using the superapp can be transformed to customer 
loyalty (Hussein et al., 2023). In the process of achieving all of this, BSI needs to build collaboration 
with external partners and form a sustainable cooperation ecosystem. Before building a collaboration 
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ecosystem, BSI must first make sure that their internal capitals can be seen as advantegous for their 
future partners. Thus, BSI can attract more partners to have a strategic collaboration with the 
company. 

6. Limitation and Future Research Direction  
This study aims to examine the influence of internal sharia capital on business performance and 

examine the mediation role of innovation and collaboration strategies. This research belongs to the 
type of cross-sectional research, meaning that data from a population or sample is collected at only 
one specific point in time. Based on the data obtained, this study has not been able to observe 
variables with changes that occur over time. To overcome these limitations, researchers can further 
explore the possibility of conducting a similar study with a longitudinal research design. 

The object of this study is Bank Syariah Indonesia (BSI), a representative of the largest sharia 
bank in Indonesia. BSI is the result of a merger of sharia bank under the association of state-owned 
banks, so the characteristics in its organization may not be diverse. Further research can look at the 
impact of internal resources on business performance in banking companies that carry out mergers 
or acquisitions with very different characteristics; for example, state-owned enterprise banks with 
national private banks, state-owned banks with foreign banks, or foreign banks with national private 
banks. To be able to generalize the research findings, next researcher may also be able to involve a 
larger research object, for example, by involving the entire population of sharia commercial banks or 
adding to the population of sharia business units other than just banks. 

Another point that can be considered for the future research is applying the framework of this 
research to sharia banks in developed countries. Indonesia has been known as a developing country 
in South East Asia. Therefore, its economic growth might not be as rapid as the growth in developed 
countries, thus the findings might be different. The characteristics of people in developed countries 
might also impact the result of the study. It is well known that people in several developed countries 
are not really giving attention to religious things such as sharia principles. That characteristics can 
also make the study even more interesting, and opening opportunity for future researchers to include 
several new variables. 

New variables that haven’t been explored here can also be explored in the future research. After 
finishing this research, researchers found that there are many variables that was overlooked despite 
of having a potential impact to the result. Variables like company’s business risk management or the 
country’s government rules regarding sharia activities might intercept the growth of a sharia bank’s 
business performance. Thus, it is important for future researchers to look for new potential variables 
to be involved in the future researchers. 
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