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Abstract

Despite operating in a country with the world’s largest Muslim population, sharia
banks in Indonesia face significant challenges in enhancing their business
performance. Various perspectives highlight the critical role of internal resources in
maximizing business performance. This study aims to analyze the impact of internal
resources on the business performance of sharia banks in Indonesia, with innovation
and collaboration strategies as mediating factors. The research was conducted at
Indonesia’s largest sharia bank, employing a mixed-method approach that integrates
qualitative and quantitative methodologies. Data from 462 participants were analyzed
using structural equation modeling with the partial least squares method. The
findings conceptualize sharia internal resources as a four-dimensional construct
comprising operational, spiritual, infrastructural, and organizational capital. The
results also confirm that sharia internal resources positively and significantly impact
business performance, innovation strategy, and collaboration strategy. Furthermore,
innovation and collaboration strategies significantly mediate this relationship,
underscoring their strategic role in enhancing sharia banking performance. These
findings expand the perspective on internal resources and their role in business
performance, addressing a gap in the sharia banking literature.

Keywords: Sharia Internal Resources; Innovation Strategy; Collaboration Strategy;
Business Performance; Sharia Banking.
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A. Introduction

Indonesia’s Financial Services Authority (Otoritas Jasa Keuangan,
OJK) defines sharia banking as a financial system that adheres to Islamic
law principles and guidelines (Otoritas Jasa Keuangan, n.d.-a; Maulana et
al., 2024). Consequently, sharia banks operate in compliance with these
principles. Given their Islamic foundation, sharia banks primarily target
Muslim customers. Indonesia is home to the world’s largest Muslim
population. According to the Ministry of Internal Affairs (Kementerian
Dalam Negeri), the country has over 244 million Muslims, representing
87.1% of its total population (Kementerian Dalam Negeri, 2024). With such
a substantial Muslim demographic, sharia banking holds significant
potential to act as a catalyst for Indonesia’s economic growth.

Despite its promising potential, sharia banking in Indonesia has yet
to achieve superior business performance, particularly in comparison to
conventional banks. According to OJK, the annual growth rate of
Indonesia’s sharia banking sector remains relatively low. Consequently, as
of August 2022, sharia banks held a significantly smaller market share than
conventional banks, just over 7% (Otoritas Jasa Keuangan, n.d.-b; Pitriani et
al., 2024). This evidence suggests that Indonesia’s sharia banks have neither
fully unlocked their potential nor maximized their competitive advantages.
To enhance the business performance of sharia banks, one must first
examine the factors influencing their growth (Anggareni et al., 2024; Trung,
2025). One key initiative is assessing internal resources as a determinant of
business success. This approach aligns with Barney’s (1991) resource-based
view (RBV), which posits that internal resources can be leveraged to achieve
sustainable competitive advantage.

This study was conducted to obtain representative data from Bank
Syariah Indonesia (BSI), the largest sharia bank in Indonesia. BSI, a state-
owned sharia bank, was established in February 2021 through the merger of
three prominent Indonesian sharia banks: Bank Mandiri Syariah, Bank
Rakyat Indonesia Syariah, and Bank Negara Indonesia Syariah (Bank
Syariah Indonesia, 2024b). Since its formation, BSI has emerged as the
leading sharia bank in Indonesia (Pamungkas et al., 2023) and, as of mid-
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2024, serves over 20 million customers (Bank Syariah Indonesia, 2024a).
This substantial customer base positions BSI as a strong competitor to
conventional banks, making it the most representative institution for
research on Indonesia’s sharia banking industry. Despite its achievements,
BSI faces significant internal challenges. One of the primary issues is
integrating employees from diverse organizational cultures (Sumarsono,
2021; Elvia et al., 2024), underscoring the need for effective communication
and alignment with BSI’s new strategic goals. Additional challenges include
integrating technological systems, managing physical infrastructure, and
addressing various operational concerns (CNN Indonesia, 2021). These
challenges highlight the importance of assessing BSI's internal resources to
ensure its long-term success. However, no research has specifically
identified which internal resources could function as BSI's competitive
advantage. This study seeks to fill that gap.

Given the sharia banking context of this study, an internal resource
measurement specifically designed for the sharia industry was employed.
This approach stems from the authors’ observation that Islamic banks
fundamentally differ from conventional banks due to their reliance on
sharia-compliant internal resources (Abasimel, 2023). A key example is the
Dewan Pengawas Syariah (DPS) or Sharia Supervisory Board, a governing
body unique to sharia banks (Faizi, 2024; Ilyas, 2021). The DPS plays a
crucial role in ensuring strict adherence to sharia principles (Faizi, 2024;
Mustofa et al., 2024).

Furthermore, the challenge of recruiting employees who can operate
within the sharia banking paradigm — defined by its distinct vision, mission,
and ethos—underscores the differences in human capital between sharia
and conventional banking (Zafar & Jafar, 2024; Ali et al., 2024). These
distinctions highlight the unique nature of internal resources in sharia
banks. Previous studies have also identified significant differences between
sharia and conventional banking (Shibani & De Fuentes, 2017; Utomo et al.,
2014), reinforcing the need for further investigation. This gap presents an
opportunity for qualitative research to explore the dimensions that

constitute sharia-compliant internal resources. The foundation for this
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inquiry was established in scholarly articles published by Thaib et al.,
(2024). Building upon these initial insights, this study aims to develop a
more valid and reliable measurement of sharia-compliant internal
resources.

Despite support from the RBV approach, several studies have found
that internal resources do not always significantly impact business
performance (Hutahayan, 2020; Olan et al., 2024; Rambe et al., 2021). These
inconsistencies highlight a research gap that this study seeks to address.
The authors propose that internal resources alone may not be sufficient to
enhance business performance; instead, they require support from
additional factors. This perspective aligns with Hunt and Morgan’s (1995)
resource-advantage (R-A) theory, which suggests that innovation and
collaboration strategies amplify the impact of internal resources on business
performance.

The R-A theory suggests that a company must continuously
develop its internal resources to maintain a comparative value in the
market (Hunt & Morgan, 1996; Varadarajan, 2023). One effective approach
to resource development is the implementation of various innovation
strategies (Hunt, 2012). Regarding the relationship between internal
resources and innovation strategy, Tipu (2014) emphasized the crucial role
of human capital in driving innovation within sharia banks, particularly
in developing innovative financial products. Chabbouh and Boujelbene
(2020) also demonstrated a positive relationship between innovation and
business performance. This finding is further supported by AlQershi
(2021), who emphasized that innovation strategy enhances overall
business effectiveness.

In addition to the innovation strategy, companies must cultivate
strategic alliances to enhance their internal resources. Collaboration
strategy complements innovation strategy, enabling firms to enhance
underutilized resources or acquire additional internal assets. This
approach aligns with the R-A theory, which views relationships as one of

a company’s most valuable resources (Hunt, 2012). Regarding business
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performance, previous studies have demonstrated that collaboration
strategy plays a fundamental and significant role in driving business
success (Cao & Zhang, 2011; Chang & Graham, 2012).

Previous research has demonstrated that innovation and
collaboration are crucial drivers of sharia banks’ business performance. Like
other industries, the banking sector must embrace innovation to effectively
adapt to rapidly changing customer needs and demands (Hussein et al.,
2019). Studies emphasize the importance of sharia banks in developing
digital platforms that comply with Islamic law, positively impacting
business performance (Schreieck et al., 2024; Sudarsono et al., 2022; Zulkifli
et al.,, 2023). At the same time, collaboration strategy performs a vital role, as
sharia banking relies on close partnerships with key stakeholders, including
government policymakers (Faizi, 2024; Khémiri et al, 2024). Effective
coordination is essential for promoting public literacy on sharia banking,
which is critical for customers of sharia-compliant financial products
(Amaroh et al., 2024). Strengthening sharia financial literacy may, in turn,
increase the business performance of Indonesia’s sharia banks.

This study investigates the impact of BSI's internal resources on
business performance, specifically focusing on the mediating roles of
innovation and collaboration strategies. Doing so provides new insights
into how BSI can leverage its internal resources to thrive in an increasingly
competitive banking environment and position itself as a leading

Indonesian Islamic bank with a global presence.

B. Method

This study applies a mixed-method approach, starting with an
exploratory study to identify the dimensions of internal resources at BSL
Data collection was conducted in two stages: focus group discussions
(FGDs) to gather qualitative insights and an exploratory survey to validate
the findings quantitatively. The sample for the FGD phase consisted of BSI
branch managers and independent experts. Branch managers were selected

as informants through management endorsement due to their strategic role
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in BSI's operations. As key decision-makers at the branch level, they
oversee staffing, finances, technology, and customer interactions, providing
real-time assessments of internal resource utilization, innovation, and
collaboration strategies. Their insights into operational diversity across
branches ensure contextually relevant and generalizable responses, offering
a comprehensive understanding of business conditions, customer needs,
and market trends. Since BSI branch offices serve as performance
determinants for the entire group, their operational variations—where
some branches excel while others face challenges—are crucial for analysis.
Selecting branch managers as participants allows an in-depth examination
of internal resources and their impact on business performance,
strengthening this study’s theoretical and practical contributions.

In the exploratory survey stage, the authors distributed 190
questionnaires developed based on the FGD results. The survey's primary
objective was to capture respondents’ feedback on the research variables.
Through various phases of the exploratory study, the authors developed a
measurement tool for the sharia internal resources (SIR) variable, consisting
of 19 items. These items were subsequently utilized in the explanatory study.

The explanatory studies examine the direct and indirect impact of
each variable. A simple random sampling technique was employed to ensure
that each element in the population had an equal chance of being selected as
part of the research sample (Hair et al., 2020). The explanatory study adopted
a quantitative approach, using a survey to collect responses on the measured
variables. This study included all Indonesian BSI branch offices.

This study’s population comprised 685 branch managers across
Indonesia who met the eligibility criteria for participation. Since this
population is finite, the Slovin formula was used to determine the sample
size (Slovin, 1960). A total of 300 questionnaires were distributed, yielding
285 valid responses for analysis.

The questionnaires were distributed electronically via Google
Forms. The measurement items were developed based on established

literature and insights from the exploratory study. The SIR variable was

1158}  JIP-The Indonesian Journal of the Social Sciences



Maximizing Internal Sharia Resources: Innovation and Collaboration Strategies

Irwan Thaib et al.

measured using 19 items derived from the exploratory phase. Business
performance was assessed using six items adapted from Al-Ansaari et al.,
(2015), Chahal and Bakshi (2016), and Prieto and de Carvalho (2018).
Innovation strategy was measured with seven items, adapted from
AlQershi et al., (2021) and Brunswicker and Vanhaverbeke (2015). Similarly,
the collaboration strategy was evaluated using seven items, adapted from
Banchuen et al., (2017), Mehdikhani and Valmohammadi (2019), and
Prajogo et al., (2021). This structured measurement approach ensures
validity and reliability, providing a robust empirical foundation for
analyzing the relationships between SIR, innovation strategy, collaboration
strategy, and business performance. Participants were requested to evaluate
each statement related to this study’s variables using a 5-point Likert scale.
Partial least squares structural equation modeling (PLS-SEM) was
employed to analyze the data, assess structural relationships, and maximize
the explained variance (R?) of the dependent variables. PLS-SEM, a
variance-based path modeling technique, combines elements of principal
component analysis and ordinary least squares regression to evaluate
complex models (Hair et al., 2020). This method is particularly suitable for
the current study, as it examines the impact of sharia internal capital on
business performance while assessing the mediating effects of innovation
and collaboration strategies. Unlike covariance-based SEM, PLS-SEM is
advantageous for exploratory research due to its minimal assumptions
regarding data normality and its suitability for smaller sample sizes. These
features make it especially effective for addressing complex research
questions (Ghozali & Latan, 2015). Figure 1 presents a flowchart outlining

the data analysis process.
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Figure 1. Data analysis flowchart
Source: Author

C. Results and Discussion
This study aims to identify the determinants of sharia bank’s

business performance by identifying unique internal resources. FGDs and
surveys were conducted to obtain data from branch managers. The

findings will be outlined in the results and discussion section.

1. Results
a. Exploratory Study: FGD and EFA Result
The exploratory study aimed to uncover BSI's internal resource variable
dimensions. Several statements from the FGD emphasized the distinctiveness of
sharia banks, as highlighted in the statement, “...therefore, the prevailing mindset is
that sharia banks differ significantly from conventional banks, and that principle serves as
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the foundation...” Their distinct adherence to Islamic principles is further
reinforced as one participant stated, “..one key factor that sets us apart from
conventional banks is our adherence to a principle known as maqasid al-sharia...”.

The next stage analyzed items related to indicators of BSI’s internal
resources. The selected items were then triangulated to ensure validity,
followed by factor analysis using exploratory factor analysis (EFA). Table 1
shows the EFA results using SPSS based on the loading factors in the rotated
component matrix. Items with loading factor values greater than 0.5 were
grouped, categorizing 19 items into four dimensions based on their

respective loading factors.

Table 1. Dimensions and indicators of sharia internal resources

Sharia Sharia Sharia Sharia
Operational Spiritual Infrastructural Organizational
Capital Capital Capital Capital
Performance Benevolent Physical Facilities ~ Vision and
Management Intention Missions
Employee Work Ethics Information Organizational
Development Technology Culture
Succession Value Digitalization Sharia
Planning Governance
Teamwork Faith-Based Decision-
Principle Making
Capital Raising Form of
Devotion
Credit
Disbursement
Financial
Management

Source: Author
Notes: Each combined factor is labeled according to the item’s characteristics.

The four dimensions are interrelated, providing a cohesive construct
that emphasizes the interdependent and methodical aspects of the SIR
framework. Sharia spiritual capital, represented in Islamic-based work
ethics and values, aligns with sharia operational capital by incorporating
Islamic principles into daily banking procedures. This synergy is supported
by sharia-compliant infrastructure, which ensures seamless operations
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through advanced physical and IT facilities. Meanwhile, sharia
organizational capital, articulated through the bank’s vision, mission, and
an Islamic value-driven culture, reinforces sharia spiritual capital by
encouraging ethical commitment among employees. This devotion fosters
trust and collaboration, building teamwork as part of sharia operational
capital. Furthermore, emphasizing sharia infrastructural capital strengthens
organizational culture by embedding Islamic values in all aspects. These
interconnections have a synergistic impact, resulting in increased business

performance, as discussed in the following section.

b. Exploratory Study: Second-Order Analysis

The second-order analysis ensures that the indicators used effectively
confirm the constructs or variables in this study (Hair et al., 2020). Table 2
presents the results of the second-order analysis, using a two-tailed test with a
5% error rate. Accordingly, the critical value that must be met is 1.96, or the p-
value must be less than 0.05. The dimensions of BSI's sharia internal resources
demonstrated p-values below 0.05. These results indicate that the dimensions
of BSI's internal resources form a valid latent construct, which the authors

define as sharia internal resources. Therefore, the hypothesis is confirmed.

Table 2. Dimensions construction test results — second order

Hypothesis CoeI;?it?ient ( l)fc-)S}tSarltlslt;;{s N p-Value
SIR - Sharia Operational Capital 0.915 83.642 0.000
SIR -> Sharia Spiritual Capital 0.899 63.500 0.000
SIR -> Sharia Infrastructural Capital 0.901 65.160 0.000
SIR - Sharia Organizational Capital 0.854 35.510 0.000

Source: Author

c. Explanatory Study: Sample and Demographic Distribution
The explanatory study examines the direct and indirect effects of SIR
on business performance through innovation and collaboration strategies. To
achieve this objective, the authors surveyed BSI branch managers across

Indonesia. Table 3 presents the demographic distribution of respondents and
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provides a comprehensive overview of the characteristics of BSI branch

managers in the sample.

Table 3. Respondent profile

Description Freq % Total (%)
Gender
Male 221 77.54 77.54
Female 64 22.46 100
Age
< 35 years 28 9.82 9.82
36 - 45 years 176 61.75 71.57
46 - 55 years 76 26.67 98.24
> 55 years 5 1.75 100
Educational background
Diploma (D1/2/3) 7 2.46 2.46
Bachelor (51) 243 85.26 87.72
Masters (S2) 34 11.93 99.65
Doctor (S3) 1 0.35 100

Source: Author

d. Explanatory Study: Validity and Reliability

Table 4 presents the results of validity and reliability tests,
demonstrating that the items used are both accurate and reliable as
measuring tools. All items and indicators have outer loading values
greater than 0.7, and the average variance extracted (AVE) values for each
dimension and variable exceed the threshold of 0.5 (Hair et al., 2020), thus
satisfying the convergent validity criteria. Additionally, each dimension
and variable has a Cronbach’s alpha value higher than the required
threshold of 0.7 (Ghozali & Latan, 2015), indicating that the constructs of
SIR, innovation strategy, collaboration strategy, and business performance

meet the reliability requirements.

Table 4. Validity and Reliability

. Outer Cronbach’s
Latent Variables Loadings AVE Alpha
Sharia Operational Capital (SOC) Dimension 0.637 0.905
SOC1 0.775
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Latent Variables L(:zlc;tif:;gs AVE Cr?ﬁl;;ih S

SOC2 0.784

SOC3 0.823

50C4 0.791

SOC5 0.799

SOC6 0.823

SOC7 0.789

Sharia Spiritual Capital (SSC) Dimension 0.764 0.923

SSC1 0.852

55C2 0.860

SSC3 0.881

SSC4 0.909

SSC5 0.867

Sl}arla Ipfrastructural Capital (SIC) 0.741 0.825

Dimension

SIC1 0.876

SIC2 0.853

SIC3 0.852

Shana Qrgamzatlonal Capital (SOGC) 0711 0.957

Dimension

SOGC1 0.858

SOGC2 0.834

SOGC3 0.858

SOGC4 0.822

Innovation Strategy (IS) 0.732 0.939

IS1 0.828

IS2 0.869

IS3 0.856

IS4 0.831

IS5 0.845

IS6 0.890

IS7 0.868

Collaboration Strategy (CS) 0.810 0.961

Cs1 0.881

CS2 0.898

CS3 0.915

CS4 0.913

CS5 0.910

CS6 0.892

Cs7 0.890

Business Performance (BP) 0.751 0.933

BP1 0.768

BP2 0.888
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Latent Variables L(:zlc;tif:;gs AVE Cr?ﬁl;;ih s
BP3 0.899
BP4 0.836
BP5 0.903
BP6 0.900

Source: Author

e. Explanatory Study: Hypotheses Testing
Table 5 presents the hypothesis testing results. A hypothesis is
considered supported if the p-value is < 0.05 or the t-statistics exceeds 1.96.

The results indicate that all hypotheses are supported.

Table 5. Hypothesis Testing

Path t-Statistics

Hypothesis Coefficient (|O/STERR |) p-Value Result
SIR-> BP 0.311 4.445 0.000 Accepted
SIR-> IS 0.789 32.273 0.000 Accepted
SIR-> CS 0.705 19.476 0.000 Accepted
IS> BP 0.465 6.186 0.000 Accepted
CS-> BP 0.168 2.229 0.029 Accepted
SIR-> IS > BP 0.367 6.106 0.000 Accepted
SIR-> CS > BP 0.119 2.071 0.039 Accepted

Notes: SIR = Sharia Internal Resource; BP = Business Performance; 1S = Innovation

Strategy; CS = Collaboration Strategy

Source: Author
2. Discussion

This study delves into the distinctive characteristics of SIR, developed

through the RBV (Barney, 1991) and the R-A theory (Hunt & Morgan,
1996). As a result, it expands and challenges these theories by offering two
key contributions. The first is developing the concept of internal resources
into sharia internal resources (SIR). This contribution enriches the RBV by
identifying previously overlooked strategic resources—specifically, the
spiritual aspects embedded within the operational, organizational,

infrastructural, and spiritual capital dimensions of SIR. The findings
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reveal that spiritual elements are not merely supplementary but play a
critical role in enhancing the sustainable competitive advantage of sharia
banks such as BSI. This expansion of RBV invites further exploration into
other underrecognized resources that contribute to organizational
performance and sustainability.

In addition, this study extends the R-A theory by emphasizing
competition as a dynamic and adaptive process. In line with R-A theory,
BSI must respond to evolving market conditions, customer preferences, and
competitive pressures. The findings underscore the importance of adopting
strategic initiatives —particularly innovation and collaboration strategies —
to navigate the ever-changing landscape effectively. These strategies enable
BSI to leverage its internal resources creatively while engaging external
resources through collaboration, fostering a synergistic approach to achieve
competitive advantage.

This study successfully validates a model that integrates the RBV
and R-A theory. While the RBV emphasizes a firm’s internal resources and
identifies strategic assets that enhance business performance, the R-A
theory focuses on market dynamics and competitive interactions, enabling
firms to adapt to changing market conditions and competitor strategies.
Specifically, the R-A theory complements the RBV by incorporating external
factors often overlooked in resource-based analyses, thereby enhancing
efficiency and expanding access to new resources.

The findings demonstrate that integrating RBV’s focus on internal
resources with the R-A theory’s emphasis on innovation and collaboration
strategies leads to improved performance outcomes for BSI. This synergistic
approach not only strengthens business competitiveness but also challenges
existing sharia banking literature by offering a more comprehensive strategic
framework. Furthermore, this study confirms that SIR positively and significantly
impacts business performance, reaffirming the importance of effectively managing
sharia-compliant internal resources. Integrating Islamic principles into resource
management provides a solid foundation for achieving sustainable business

growth and securing a stronger market position in the financial industry.
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Regarding validity and reliability, the results in Table 4 highlight
specific factors within SIR that exhibit higher significance. These elevated
values indicate the critical importance of specific components in BSI's SIR.
One notable indicator is employee development, which falls under the
sharia operational capital dimension and has a holding value of 0.823.
Employee development is a key indicator and a primary focus of sharia
banking. Employees must possess both technical skills and a deep
understanding of sharia principles from the outset of their employment.
Continued training and development are also essential to ensure employees
understand the responsibilities and ethical considerations relevant to their
roles. Generally, training and education in Islamic values are often criticized
for not addressing learners’ needs adequately, contributing to the
perception that they are inferior to conventional education systems (Hayati
et al., 2020). Therefore, sharia banks should offer comprehensive training
and development programs to cultivate competent sharia bankers, creating
a competitive advantage that conventional banks may find difficult to
replicate. Such initiatives enhance employee quality, while also improving
organizational productivity and performance.

This focus on employee development aligns with Zehir et al. (2016)
assertion that human resources are essential for achieving organizational
objectives, thus requiring effective human resource management (HRM)
practices to boost business performance. Beninger et al., (2016) further
emphasizes that HRM practices play a significant role in company
performance, positioning human capital as a high-performing asset.
Employees in sharia banks (such as BSI) are also expected to embody
specific Islamic characteristics, further distinguishing them from
conventional bankers. By prioritizing employee development, BSI can
improve service quality, customer satisfaction, and customer loyalty (Sari,
2018). Therefore, a well-implemented employee development program
can help BSI achieve optimal business performance while remaining
firmly grounded in sharia principles.

The next factor with a high loading value is credit disbursement,

which also falls under the sharia operational capital dimension, with a value of
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0.823. BSI must ensure that all credit disbursement activities adhere to the
MAGHRIB-free principle (maysir, gharar, haram, riba, ihtikar, batil). This
arrangement is critical in the context of financial assets, which are among
BSI’s key internal resources. By upholding the MAGHRIB-free principle, BSI
ensures that its operational funding is halal. Moreover, financial management
based on sharia principles can undoubtedly enhance BSI's business
performance. Alam et al., (2017) noted that prohibitions against practices
such as gharar and riba, as reflected in the MAGHRIB-free principle, are
fundamental in attracting Muslim customers to sharia banking. Thus,
business performance can be improved, as individuals who follow the
Qur’an’s financial prohibitions tend to be more inclined to save their money
in sharia banks. BSI's compliance in this area also fosters greater customer
trust, as a brand’s ability to be trusted and to fulfill its promised values is
crucial for building customer loyalty (Puspaningrum, 2020).

Physical facilities are another key factor within SIR that significantly
impacts business performance, falling under the sharia infrastructural capital
dimension, with a value of 0.876. Physical facilities include equipment and
infrastructure that BSI employees use daily to achieve optimal performance,
both directly and indirectly. This alighs with Voordt and Jensen (2023), who
state that employee productivity is influenced by the quality of workplace
facilities in supporting work activities. BSI respondents believe that the bank
provides Islamically-nuanced office facilities such as prayer rooms, gender-
segregated areas, and prayer time reminders help create a more comfortable
and peaceful working environment. In turn, this contributes to smoother
business operations. Employees can perform their tasks and make decisions
with peace of mind, without concerns about disruptions to their worship. Such
a conducive environment indirectly supports improved business performance.

In addition to operational and infrastructural aspects, faith
represents spiritual capital and is a vital component of BSI's SIR, with a
value of 0.909. When BSI employees uphold Islamic teachings, they are able
to work in alignment with sharia principles. These spiritual values are

unique to BSI, as similar resources are absent in conventional banking. The
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factor of faith reflects how employees view their work as part of seeking
blessings from the Almighty God. This belief motivates BSI employees to
give their best performance and service in the hope of receiving blessings
from Allah Subhanahu Wa Ta’ala.

This notion aligns with the findings of Diismezkalender et al., (2021),
which show that applying religious values in the workplace is directly
proportional to employee motivation. From a marketing perspective,
adherence to sharia principles is also crucial for fostering long-term customer
trust and value (Yusuf et al., 2022; Dahlan et al.,, 2023). As a result, BSI
employees’ strong spiritual commitment indirectly contributes to the bank’s
business performance by enhancing customer confidence and loyalty.

From the perspective of sharia organizational capital, factors such as
vision, mission, and governance are also essential elements of SIR that
influence business performance, with a loading value of 0.858. The data
support the conclusion that a well-structured management system is crucial
to ensure the proper execution of organizational activities (Tabrani et al.,
2023). BSI's vision and mission, which are rooted in sharia principles, serve
fundamental guiding frameworks that must be consistently upheld. This
encourages a collaborative work environment where employees are driven to
achieve organizational goals while remaining committed to the Islamic values
that form the foundation of the bank.

Company governance— particularly the role of the DPS—is another
critical component of BSI’s SIR. The DPS plays a strategic role in ensuring
compliance with sharia principles in banks like BSI (Ilyas, 2021). A vision,
mission, and governance framework grounded in sharia values enables the
company to earn greater trust from the Muslim community. This trust is
rooted in the belief that the company’s financial activities are in accordance
with Islamic teachings. In turn, these factors can generate higher levels of
customer loyalty, as clients view BSI as a financial partner that supports
Islamic vision and values.

From the previous explanation, BSI can leverage insights from

high-value SIR factors to inform its post-merger development priorities.
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By doing so, BSI can better identify key areas for improvement in the post-
merger phase. As outlined in the introduction, BSI was established
through the merger of three distinct sharia banking institutions, each with
its own organizational culture and operational framework. This merger
challenges harmonizing leadership styles, communication practices, and
strategic objectives, necessitating a structured approach to integration and
development (Dahlan et al., 2023).

In addition, BSI faces the task of consolidating various IT systems
and platforms, physical facilities, and operational routines, all of which
influence how effectively the bank utilizes its internal resources (Maulana
et al., 2024). While post-merger challenges are widely studied, research on
their specific impact on internal resources remains limited. Moreover, few
studies examine how post-merger institutions can leverage their newly
consolidated internal resources to gain competitive advantages (Elvia et
al., 2023). This gap in the literature presents an opportunity for a focused
investigation into the unique aspects of BSI’s post-merger dynamics,
specifically, by examining how BSI's internal resources can be
strengthened to support long-term post-merger success.

This study not only addresses direct relationships but also confirms
the mediating role of innovation and collaboration strategies in the impact
of SIR on business performance. Innovation and collaboration are essential
strategic factors that sharia banks must adopt to enhance their business
performance continuously (Anggareni et al., 2024). Both strategies share a
common objective: expanding access to external resources not readily
available within the organization, such as advanced technologies, emerging
markets, specialized knowledge, strategic partnerships, and broader
industry networks (Trung, 2025).

The distinction between these two strategies lies in how internal
resources are utilized. Through the innovation strategy, a company
leverages its internal resources to explore and develop new capabilities and
solutions that drive growth and competitiveness. Existing internal resources

are deployed to create or improve cutting-edge products, processes,
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services, and other strategic advancements (Hidayatullah & Fadillah, 2022).
Meanwhile, the collaboration strategy utilizes internal resources as capital
to build cooperative relationships with external partners. In this case, the
company and its partners integrate their internal resources to develop new
strategic capabilities and achieve shared objectives (Hasanudin et al., 2024).

The results in Table 5 indicate that innovation strategy (t = 6.106, p
< 0.05) functions more dominantly than collaboration strategy (t = 2.071, p
< 0.05) as a mediator in the impact of SIR on business performance. This
finding can be attributed to the nature of innovation, which is internally
driven and focuses on developing new solutions using a company’s own
resources. In the context of BSI, innovation enables the creation of sharia-
compliant products and services that are both distinctive and aligned with
customer needs, thereby fostering a stronger competitive advantage
(Mustofa et al., 2024). Although collaboration with external parties can
expand resource availability and accelerate goal achievement, it also
carries risks, such as dependence on external entities, misalignment of
vision, and challenges in maintaining strict adherence to sharia principles
(Pitriani et al., 2024). As a result, collaboration may be less effective than
innovation strategies grounded in internal strengths. This dominance in
innovation underscores the importance of fortifying internal systems
before engaging in external collaborations (Ali et al., 2024).

In practical terms, innovation in product development —especially
in digital solutions —is crucial in today’s market landscape. The challenges
faced during the pandemic, such as limited face-to-face customer
interactions, can be reframed as opportunities for product enhancement
(Prabandari, 2021). Among various innovation strategies, adding new
value to existing products is a common and effective approach (Hussein et
al.,, 2019). In this context, BSI could evolve its mobile banking platform
into a more comprehensive super app. Developing a super app has the
potential to boost BSI's business performance by offering a one-stop
solution to address diverse customer needs (Hussein et al., 2023).

According to Hussein et al. (2023), the superior user experience of a well-
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designed application can increase customer loyalty, contributing to BSI's
sustainable business growth. To realize these goals, BSI must also
collaborate with external partners and create a sustainable cooperative
ecosystem. However, before pursuing such a partnership, BSI must ensure
that its internal resources are robust and attractive to potential
collaborators. By doing so, BSI can strengthen its position as a preferred
strategic partner for future collaboration.

Cross-border collaborations with fintech firms and other financial
institutions can further accelerate innovation and expand market reach.
However, such partnerships require robust internal resources that
demonstrate the bank’s strategic value. The findings of this study confirm
that resource-based strengths (sharia internal resources) and strategic
elements (innovation and collaboration strategies) can jointly drive improved
business outcomes. This underscores the importance of integrating Islamic
finance principles with well-established theoretical frameworks (Naisabur et
al., 2024). In an increasingly competitive global financial landscape, this blend
of Islamic values and forward-looking strategies has the potential to solidify
sharia banks as credible, transparent, efficient, and customer-centric
alternatives in global markets. Ultimately, this study successfully validated
the proposed hypotheses, demonstrating that SIR, derived from the RBV,
positively impacts business performance when enhanced with innovation
and collaboration strategies from the R-A theory. These findings further
highlight the importance of combining both theories to strengthen a firm'’s
competitive advantage and long-term sustainability.

Given these findings, the proposed SIR framework offers not only
strategic relevance for BSI but also broader applicability for sharia banking
institutions in diverse international contexts. In Muslim-majority countries
across the Middle East, North Africa, and South Asia, where adherence to
Islamic values is a key driver of customer trust, the SIR model can serve as a
blueprint for aligning internal resource development with religious and
ethical expectations. Moreover, in non-Muslim countries where Islamic

banking operates as a niche market, the spiritual and ethical dimensions of
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SIR may offer distinct competitive advantages in appealing to socially
responsible investors and ethically-conscious customers. By integrating
sharia principles into structured internal development, the SIR framework
addresses the growing global demand for inclusive, transparent, and
sustainable financial systems. This positions BSI—and similar institutions
adopting the model —not only as regional leaders but also as contributors to

the evolving discourse on ethical finance in global banking literature.

D. Conclusion

This article establishes the concept of sharia internal resources (SIR),
comprising four dimensions: operational, spiritual, infrastructural, and
organizational capital. These dimensions comprehensively represent a sharia
bank’s capabilities as an Islamic financial institution. Notably, sharia
operational capital, which includes performance management and personnel
development rooted in Islamic values, is identified as the most critical
variable in shaping SIR. Sharia spiritual capital, encompassing ethics,
religious behavior, and commitment to Islamic principles, also plays a
significant role. This component enriches internal resources by incorporating
spiritual dimensions often overlooked in conventional banking practices.
This study offers new insights into how organizations operating under sharia
principles can utilize religious beliefs as strategic resources. In doing so, this
study contributes to a deeper understanding of faith-based business practices
and expands the literature on Islamic finance and strategic management.

This study also validated SIR’s impact on corporate performance,
mediated by innovation and collaboration strategies. The business
performance of an Islamic bank can be improved by enhancing its internal
sharia resources, beginning with the recognition of existing resources and
continuing with its strategic deployment in operations. SIR can be leveraged
to achieve competitive advantages that conventional banks do not possess.
To further enhance performance, sharia banks should consider a variety of
innovative and collaborative initiatives. When implemented effectively, these
initiatives allow firms to harness SIR to drive innovation and forge strategic
partnerships, resulting in improved business outcomes.
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The framework presented in this study demonstrates the role of SIR
in enhancing operational integrity, customer trust, and governance quality in
sharia financial institutions such as BSI. The model is adaptable across
diverse cultural and regulatory environments, particularly in Muslim-
majority countries, where it strengthens the alignment of banking practices
with religious principles and fosters deeper customer trust and loyalty. In
non-Muslim markets, it provides an innovative, ethical finance framework.
On a global scale, integrating SIR dimensions into banking operations
enhances Islamic banking and finance's credibility, sustainability, and
inclusiveness.

This study’s findings also open new avenues for cross-country
collaboration among sharia banks, especially between Indonesia and
institutions in the Middle East, Europe, and South Asia. Given the diversity
of cultural, regulatory, and economic contexts, exchanging experiences and
best practices could enrich the SIR framework. Applying this model in
developed countries may yield different results due to distinct economic
and cultural settings, underscoring the importance of exploring additional
variables in such contexts. Conducting research across various
environments can offer valuable insights into financial innovation,
supporting the advancement of Islamic finance to meet the needs of both
Muslim-majority markets and the growing global demand for ethical and
sustainable financing.

This study acknowledges several limitations, presenting
opportunities for future research. Although surveying more than 462 BSI
branch managers enhances this study’s reliability, the exclusive focus on
BSI and its branch managers may limit the generalizability of the findings.
The management and perception of SIR can vary across institutions due to
differences in operational contexts, governance structures, and customer
demographics. Expanding the sample to include employees from different
organizational levels and participants from other sharia banks would offer a
broader perspective and strengthen comparative analysis within the Islamic

banking sector.

1174}  JIP-The Indonesian Journal of the Social Sciences



Maximizing Internal Sharia Resources: Innovation and Collaboration Strategies

Irwan Thaib et al.

Additionally, the cross-sectional design used in this study captures
data at a single point in time, restricting the ability to observe long-term
trends and dynamic changes. A longitudinal approach could provide
deeper insights into how the influence of SIR, innovation strategy, and
collaboration strategy evolves over time. Future research should also
incorporate perspectives from multiple stakeholders, such as executives,
frontline employees, and customers, to enhance the depth, applicability,

and impact of findings in sharia banking research.
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