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Abstract: Economic growth in Aceh is shaped by multiple sectors, including agriculture, fisheries, mining,
and services. Among these, the Micro, Small, and Medium Enterprises (MSMESs) sector holds significant
potential and warrants increased attention. This study examines the impact of Islamic banking financing and
the presence of Islamic banking service offices on economic growth in Aceh, with micro and small medium
enterprises (MSMESs) serving as a mediating variable. Employing the Ordinary Least Squares (OLS) method
and multiple linear regression analysis, the research utilizes time-series data spanning from 2009 to 2023.
The findings reveal that both Islamic banking financing and the expansion of service offices have a positive
and significant effect on the development of MSMESs and, consequently, on economic growth. The study
further highlights the reciprocal mediating relationship between these variables, demonstrating how Islamic
banking can drive economic growth through the development of MSMESs. Based on these results, it is
recommended that efforts be intensified to increase financing allocations for MSMEs, extend the reach of
Islamic banking services to underserved areas, and promote technological innovation within Islamic
financial products and services. The implementation of these measures is expected to strengthen the MSMEs
sector and foster inclusive and sustainable economic growth in Aceh province, Indonesia.
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1. Introduction

The Province of Aceh has experienced a long and complex history that continues to shape its current
economic and social landscape. Following the resolution of a protracted conflict through the signing of the
Helsinki Memorandum of Understanding in 2005, and the catastrophic impact of the 2004 tsunami, Aceh
embarked on a challenging journey of recovery and reconstruction. Over the past decade, numerous
development initiatives have been introduced to accelerate economic growth and promote sustainable
development within the region.
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Figure 1. Economic Growth Rate of Aceh Province, 20082023

Figure 1 illustrates the fluctuating trend of economic growth in Aceh Province, measured by changes
in the Gross Regional Domestic Product (GRDP). From 2015 to 2018, the province experienced a steady
increase in economic growth. However, in 2020, there was a significant decline due to the implementation
of Large-Scale Social Restrictions (PSBB) during the COVID-19 pandemic. Despite this setback, economic
growth in Aceh rebounded in the subsequent years, continuing on an upward trajectory. Economic growth
in Aceh is driven by several key sectors, including agriculture, fisheries, mining, and services. Among these,
the Micro, Small, and Medium Enterprises (MSMEs) sector stands out for its considerable potential and
focused attention from policymakers. MSMEs play a pivotal role in employment generation and income
distribution for the local population, and they make a substantial contribution to Aceh’s GRDP. Due to their
operational flexibility and scale, MSMEs are particularly adept at responding to shifts in economic
conditions and market demands. Data from the Central Bureau of Statistics (BPS) of Aceh confirm the
significant contribution of MSMEs to the province's economic output. The emergence of Islamic banking
can be traced back to the establishment of Mit Ghamr Local Savings Bank in 1963, which was later
nationalized and transformed into the Nasser Social Bank by the Egyptian government in 1972. The growth
of Islamic banking subsequently spread across the Middle East and extended into Europe—particularly
Switzerland and Denmark—as well as into Southeast Asian nations with predominantly Muslim
populations. In Indonesia, the development of Islamic banking began with the founding of Bank Muamalat
in 1991, recognized as the first Islamic financial institution in the country (Nurhayati & Wasilah, 2015).
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Figure 2. Number of MSMEs in Aceh Province, 2019-2023

Figure 2 illustrates the fluctuation in the number of Micro, Small, and Medium Enterprises (MSME?5)
in Aceh Province. From 2019 to 2021, the number of MSMEs increased, followed by a decline in 2022 and
2023. Notably, the year 2020, which marked a major downturn for many economic sectors due to the
COVID-19 pandemic, saw a surprising increase in the number of MSMEs. This growth can be attributed to
the widespread job losses and layoffs, which compelled many individuals to seek alternative sources of
income. For many, starting small businesses emerged as a viable solution to address financial hardship
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during this period. Empirical evidence supports the significant role of financing in fostering MSME
development. A study by Jun and Ran (2024) indicates that banking credit facilities have the potential to
alleviate financial constraints faced by SMEs in China. This finding aligns with economic growth theory,
which posits that improved access to financing enables SMEs to invest in technology, human resources, and
infrastructure—factors that ultimately boost productivity and support economic growth. However,
contrasting findings by Cowling et al. (2023) reveal that MSME demand for financing declined during the
pandemic in China, rendering total financing ineffective in significantly influencing the number of MSMEs.

In Aceh, the growth in the number of Islamic banking service offices appears to correspond with the
expansion of MSMEs. This growth has enhanced accessibility to financial services, particularly for MSME
actors. [slamic financial institutions in the region commonly offer financing models aligned with Shariah
principles, such as mudharabah (profit-sharing) and musyarakah (joint venture) contracts. The availability
of such financing mechanisms has contributed to the sector's expansion by meeting the working capital and
investment needs of entrepreneurs. Supporting this linkage, Lu et al. (2020) found that banking
concentration and financial inclusion positively influenced the number of registered MSMEs in China,
consistent with access-to-finance theory. According to this theory, greater availability and accessibility of
banking services improve the ability of MSME:s to secure financing, thereby facilitating business expansion.
Conversely, Mandak et al. (2023) discovered that in North Sulawesi, the mere increase in bank branches did
not significantly impact MSME growth. This finding underscores the importance of not only increasing the
quantity of service points but also improving the quality of financial services to ensure meaningful
outcomes.

The performance of banks operating in Aceh also plays a critical role in the effective distribution of
financial resources across the province. Efficient fund distribution leads to a multiplier effect, particularly
as more MSMEs are established and expanded. As MSMEs grow, they contribute more significantly to the
Gross Regional Domestic Product (GRDP), thereby promoting regional economic development. Given these
dynamics and the research gap concerning the role of Islamic banking in Aceh, this study aims to examine
the extent to which Islamic banking intermediation—specifically, total financing and the number of service
offices—influences economic growth, with the number of registered MSMEs serving as a mediating
variable.

2. Materials and Methods

This study adopts the classical economic growth model, which is grounded in the principles of trust in
and the effectiveness of free market mechanisms. This theoretical framework was originally developed by
classical economists such as Adam Smith and David Ricardo. In addition to classical theory, the study also
draws on modern economic growth theories, particularly the Harrod-Domar model. The Harrod-Domar
growth theory underscores the critical role of investment in driving economic growth. According to this
model, increased investment enhances not only aggregate demand but also aggregate supply by expanding
production capacity. Over the long term, investment contributes to economic growth by increasing the
capital stock (Ma’aruf & Wihastuti, 2008). To evaluate economic growth, it is essential to first measure real
national income, which involves calculating Gross National Product (GNP) or Gross Domestic Product
(GDP) using constant prices from a selected base year. This calculation yields GNP or GDP at fixed prices,
allowing for a more accurate assessment of growth by eliminating the effects of inflation. The economic
growth rate is determined by the year-over-year increase in real GNP or GDP. To analyze the development
of economic growth over time, the following formula is commonly used (Arliman, 2018):

4y _ GRDPt—GRDP (t-1) 0
rt—1) = CRDPII X 100%, (1)
Where: r(t-1) = Economic growth rate, GRDP, = Gross regional domestic product of the year being
calculated and GRDP (t-1) = Gross regional domestic product of the previous year.

Also, this study adopts a quantitative approach based on economic growth theories derived from both
classical and Islamic perspectives. Classical economists such as Adam Smith and David Ricardo emphasize
that economic growth is fundamentally driven by production activities, capital accumulation, and free-
market mechanisms. However, contemporary Islamic economic thought extends this notion by emphasizing
that growth must also align with distributive justice and the balanced development of both material and
spiritual aspects of human life. From the Islamic viewpoint, economic growth is more than a quantitative
expansion of output—it is a holistic endeavor aimed at fostering social justice, equity, and prosperity for all.
According to Abdurrahman Yusro, these principles are reflected in the Qur’an, particularly in Surah Nuh
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(10-12), which illustrates that divine forgiveness leads to material abundance, increased wealth, progeny,
and environmental fertility. Similarly, Surah Al-A 'raaf (96) underlines that faith and piety result in blessings
from the heavens and the earth, reinforcing the idea that spiritual values are essential components of
sustainable growth.

This study also draws on several empirical works to develop a robust theoretical foundation and to
inform its analytical framework. For instance, Anwar et al. (2018) examined the contribution of Islamic
banks to Indonesia’s economic growth using monthly data from January 2010 to December 2016. They
employed econometric models such as the Autoregressive Distributed Lag (ARDL) and the Vector Error
Correction Model (VECM). Their results demonstrated a significant bidirectional relationship between
Islamic bank deposits, service office expansion, and economic growth, both in the short and long run.
Additional studies provide diverse findings on the role of Islamic financial indicators in driving national
growth. Hidayat and Irwansyah (2020) found that third-party funds in Islamic banking significantly
influenced GDP, while Islamic financing showed no significant effect. Similarly, Setiawan (2020) compared
conventional and Islamic banks and concluded that both conventional credit and Islamic financing positively
impacted economic growth in Indonesia.

Research by Amri et al. (2023) focused on the impact of Islamic bank financing on MSME development
and found a strong correlation between MSME financing and Islamic banking performance. Meanwhile,
Bonivia et al. (2019) highlighted the importance of financial inclusion in economic development, showing
that factors such as the number of bank branches, ATMs, and deposit accounts had a significant positive
impact on the Indonesian economy. These previous studies provide theoretical and empirical justification
for the variables selected in this study and contribute to the formulation of research hypotheses. The current
research focuses on the interaction between Islamic banking and the MSME sector, both of which are seen
as mutually reinforcing elements in creating a more inclusive and sustainable economy.

Islamic banking, operating on Sharia principles that prohibit interest (7iba) and unjust transactions,
offers various financing instruments tailored to the needs of MSMEs. Products such as murabahah (cost-
plus financing), mudharabah (profit-sharing), and ijarah (leasing) provide ethical and adaptable financial
solutions that are consistent with the values of many MSME actors, particularly in Aceh Province, where
this study is situated. According to data from the Indonesian Financial Services Authority (OJK), by 2023,
the total assets of Islamic banks exceeded IDR 1,000 trillion, with a growing market share. This indicates a
significant potential for Islamic banking to support the expansion and sustainability of MSMEs through
Sharia-compliant financial services (Himmati & Arwendi, 2023). Moreover, Supriyadi (2016) notes that
Islamic banks are instrumental in promoting financial inclusion, particularly for MSMEs that face barriers
when dealing with conventional banks.

Nonetheless, challenges remain, particularly in tailoring Islamic financial products to meet the specific
and evolving needs of MSMEs. Ongoing innovation and strategic adjustments are necessary to ensure that
Islamic banking services deliver meaningful value beyond financial access and contribute to broader
development goals. In line with the goal of enhancing economic growth in Indonesia—especially through
MSME development—this study proposes a multidimensional strategy. It examines the contributions of two
primary indicators: (1) the volume of financing disbursed by Islamic banks to MSMEs, and (2) the number
of Islamic banking service offices across Aceh Province. These variables serve as proxies to assess the
intermediation function of Islamic banking and its impact on economic growth through the development of
the MSME sector.

This study examines the period from 2009 to 2023, with a specific focus on the Aceh Province. The
data utilized are secondary time series data sourced from reputable institutions, including the Financial
Services Authority (OJK), the Central Bureau of Statistics (BPS), the Aceh Province Open Data platform,
and the annual financial reports of Islamic banking institutions. The analytical method employed in this
study is the Ordinary Least Squares (OLS) regression model. To test the proposed hypotheses, multiple
linear regression analysis is applied, complemented by path analysis to assess the mediating or intervening
effects among variables. According to Ghozali (2013), path analysis serves as an extension of multiple linear
regression and is used to estimate the strength and direction of causal relationships in models that involve
direct and indirect effects. Path analysis is particularly useful for evaluating models with intervening
variables. The path coefficient, a standardized form of the regression coefficient, quantifies the direct effect
of an independent variable on a dependent variable within the structural model. To compute the path
coefficients, two structural equations are developed—each representing a hypothesized causal relationship
among the study variables. These equations allow the researcher to determine not only the direct effects but
also the indirect effects that pass through intervening variables (Adityamurti & Ghozali, 2017). This
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methodological framework is chosen to ensure a comprehensive and robust analysis of the role of Islamic
banking in supporting MSME growth and overall economic development in Aceh Province.

Path analysis is an extension of multiple regression analysis that incorporates more than two variables
and examines their complex interrelationships. The primary objective of path analysis is to determine the
structural relationships between various independent variables and the dependent variable. It also aims to
quantify the magnitude of the direct, indirect, and total effects within the model being studied (Trianto,
2015). The path model developed in this study is based on the variables identified for analysis. This model
seeks to elucidate how each independent variable influences the dependent variable, both directly and
through mediation or indirect pathways. Below is the path model developed based on the variables included
in this study, accompanied by the corresponding substructure equations:

NB = a + B;FNC, + B,SOF, + e, @)

EG = « + B3FNC, + B4SOF, + Bs + ey, 3)

In this study, NB represents the number of MSMEs, FNC denotes Financing, SOF stands for Service
Offices, and EG indicates Economic Growth. The analysis utilizes time series data covering a 15-year period
from 2009 to 2023. The model selection in this study employs the Ordinary Least Squares (OLS) regression
method, complemented by a Normality Test to assess the distribution of the data. Additionally, the Sobel
Test is used to evaluate the significance of the mediation effects in the path model.

3. Results

Descriptive statistics offer a comprehensive summary of the data utilized in this study, encompassing
both dependent and independent variables. This summary includes key measures such as the mean, median,
minimum and maximum values, standard deviation, and the number of observations for each variable. Table
3 presents the results of the descriptive statistics analysis for economic growth, MSMEs, Islamic banking
financing, and service offices over the period from 2009 to 2023.

Table 1. Result of descriptive statistics analysis

Statistics EG NB FNC SOF
Mean 3,08 82.638 20.937 178
Median 3,85 95.502 129.195 154
Maximum 4,63 113.292 677.703 362
Minimum -0,73 21.643  35.587 92

Std. Dev. 1,69 28912  200.654 100
Observations 15 15 15 15

Table 1 presents the number of data observations for the variables used in this study, which is consistent
across all variables. The dataset includes 15 observations. Regarding the average values of each variable,
the economic growth variable has a mean of 3.08, indicating that Aceh's economic growth remains below
the World Bank's target range of 4 to 6 percent, which is generally considered favorable for developing
countries. The average number of MSMEs in Aceh is 82,638, suggesting that small and medium-sized
enterprises dominate the business sector, outnumbering large-scale enterprises. The standard deviation for
the Islamic banking financing variable is 200.654, which is smaller than the mean value of 209.371.
Similarly, the number of Islamic banking service offices has a standard deviation of 100, which is less than
the mean value of 178. The path analysis model in Substructure 1 examines the impact of the Total Financing
(FNC) and Number of Service Offices (SOF) variables on the mediating variable, Number of MSMEs (NB),
as outlined below:

Table 2. Result of Hypothesis Testing for Model 1

. Model 1
Variable(s) Coefficient t-Statistic Prob.
C 83458.83 0.777044  0.4522
NB 39264.16 1.475937 0.0657*

FNC 91918.93 1.940799  0.0761*
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R-squared 0.326318 - -
Adjusted
R-squared 0.214038 i i
F-statistic 0.093482 - -

Durbin-Watson Statistic 1.40818

Table 2 presents the results of the data analysis for the equation in the model structure 1. The constant
value is 83,458.83, indicating that when financing and service offices are both zero, the number of MSMEs
remains constant at 83,458.83. Furthermore, the FNC variable shows a positive coefficient of 39,264.16,
suggesting that a 1% increase in FNC will result in an increase of 39,264.16 in the number of MSME:s. This
result is statistically significant at the 10% level (p-value < 0.10), leading to the acceptance of Hypothesis 1
(H1), which concludes that financing has a positive and significant direct effect on MSMEs. Additionally,
the SOF variable exhibits a positive coefficient of 91,918.93, indicating that a 1% increase in the number of
service offices (SOF) will lead to an increase of 91,918.93 in the number of MSMEs. This value is also
statistically significant at the 10% level (p-value < 0.10), which supports the acceptance of Hypothesis 2
(H2), confirming that the number of service offices has a positive and significant direct effect on MSMEs.

Moreover, the coefficient of multiple determination (adjusted R?) is 0.21, meaning that 21% of the
variation in the size of MSMEs in Aceh is explained by the two independent variables—financing and
service offices. The remaining 79% is influenced by other factors not included in the research model. The
path analysis model in Substructure 2 explores the impact of Total Financing (FNC), Number of Service
Offices (SOF), and Number of MSMEs (NB) on the dependent variable, Economic Growth (EG), as detailed
below:

Table 3. Result of Hypothesis Testing for Model 2

. Model 2
Variable(s) Coefficient t-Statistic Prob
C 2.489303 2407153 0.0348
FNC 1.32E-05 3.244587 0.0078***
SOF 0.030532 3.554179 0.0045%**
NB 3.96E-05 3.086262 0.0104**
R-squared 0.599839 - -
Adjusted
R-squared 0.490704 i i
F-statistic 0.014886 - -

Durbin-Watson Statistic  2.044069

Table 3 presents the results of the data analysis for Equation 3 in the model structure. The constant
value is 2.489303, indicating that when financing, service offices, and MSMEs are all zero, economic
growth will remain constant at 2.489303%. Additionally, the FNC variable has a positive coefficient of
0.0000132, implying that a 1% increase in Total Financing (FNC) will lead to a 0.0000132% increase in
economic growth. This value is statistically significant at the 1% level (p-value < 0.01), leading to the
acceptance of Hypothesis 3 (H3), which suggests that financing has a positive and significant direct effect
on economic growth in Aceh. The SOF variable also shows a positive coefficient of 0.0305, indicating that
a 1% increase in the number of service offices (SOF) will result in a 0.0305% increase in economic growth.
This coefficient is significant at the 1% level (p-value < 0.01), supporting the acceptance of Hypothesis 4
(H4), which confirms that the number of service offices has a positive and significant direct effect on
economic growth in Aceh.

Furthermore, the NB variable exhibits a positive coefficient of 0.0000396, meaning that a 1% increase
in the number of MSMEs (NB) will lead to a 0.0000396% increase in economic growth. This result is
significant at the 5% level (p-value <0.015), leading to the acceptance of Hypothesis 5 (H5), which indicates
that MSMESs have a positive and significant direct effect on economic growth in Aceh. On the basis of the
results above, the empirical relationships between the independent variables, intervening variables, and
economic growth in Sub-structures 1 and 2 can be summarized as follows:

g1 = /(1 —R?)
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g1 = /(1 —0.326318)
g, = V0.673682 =0.8208

The result of 0.8208 indicates that the total financing and the number of service offices, which are not
directly examined in the model, contribute to 0.8208 of the unexplained variances in the number of MSME:s.
This high error value suggests that the number of MSME:s is influenced by factors beyond just total financing
and the number of service offices. Therefore, it can be concluded that other variables, not included in the
model, also affect the number of MSMEs. To calculate the error value in the second equation (e2), the data
derived from the R-squared value is used, as follows:

&g =+(1-R?»)
g1 = /(1 —0.599839)
g, = V/0.400161 = 0.63258

The result of 0.63258 indicates that financing, service offices, and MSMEs, which are not directly
examined in the model, account for 0.63258 of the unexplained variances in economic growth. This high
error value suggests that economic growth is influenced by factors beyond just financing, service offices,
and MSMEs. Therefore, it can be concluded that other variables, not included in the model, also affect
economic growth. Based on the results of the regression test, the Beta coefficients and Standard Error values
for each of the variables—Total Financing (FNC), Number of Service Offices (SOF), and Number of
MSMEs (NB)—were obtained. By entering the values of a, b and Sab above, the p-value is obtained by
using the Sobel Test Calculator calculation as shown in the figure below:

Input: Test statistic: Std. Error: p-value:

a Sobel test:[1.33211024  |[1.16721627  |[0.018282397 |
b Aroian test:[1.2788027  |[1.21587227  |[0.020096654 |
5.|26602.86  |Goodman test:|1.39269307  |[1.11644178  |(0.016371263 |

l

s5(0.0000128 || Resetall || Calculate

Figure 3. Result of Sobel Test for Model 1

Figure 3 presents the results of the Sobel test, which show a p-value of 0.01828, which is less than the
significance level of 0.05, along with a Sobel Test Statistic value of 1.3321. These results allow us to
conclude that the Financing variable (FNC) has a significant indirect effect on the Economic Growth
variable (EG) through the MSME variable (NB). In other words, the MSME variable (NB) can mediate the
relationship between the Financing variable (FNC) and Economic Growth (EG).

Input: Test statistic: Std. Error: p-value:
a Sobel test:[1.6440712 /221400972 [[0.01001615 |
b Aroian test:|1.58570239 229550818  |[0.011280684 |
Sa Goodman test:|1.709399684 /212039651  [0.08737695 |
sp|0.0000128 | Resetall | Calculate |

Figure 4. Result of Sobel Test for Model 2

Figure 4 presents the results of the Sobel test, which indicate a p-value of 0.01001615, which is less
than the significance level of 0.05, along with a Sobel Test Statistic value of 1.6440712. Based on these
results, it can be concluded that the Service Office variable (SOF) has a significant indirect effect on the
Economic Growth variable (EG) through the MSME variable (NB). In other words, the MSME variable
(NB) can mediate the effect of the Service Office variable (NB) on Economic Growth (EG).
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4. Discussion

The primary objective of this study is to examine the impact of Islamic banking intermediation on
economic growth, focusing on the mediating role of Micro, Small, and Medium Enterprises (MSMEs) in
Aceh Province. The research investigates seven hypotheses, each exploring different aspects of the
relationship between Islamic banking, MSMEs, and regional economic development. The study finds that
Islamic banking financing has a positive and significant effect on MSMEs in Aceh, suggesting that access
to financial resources is crucial for the growth and sustainability of these enterprises. This finding aligns
with the MSME finance and growth theory, which posits that access to financing allows firms to invest in
assets, expand operations, and improve market reach (Beck & Demirguc-Kunt, 2006). Additionally, the
number of Islamic banking service offices also shows a positive and significant influence on MSMEs,
emphasizing the importance of proximity and accessibility to financial services (Beck, Demirguc-Kunt, &
Maksimovic, 2005).

Regarding broader economic outcomes, the study reveals that Islamic banking financing significantly
contributes to economic growth in Aceh. This result supports endogenous growth theory, which highlights
the role of financial institutions in mobilizing capital, enhancing productivity, and stimulating long-term
economic development (Barro, 1991; Levine, 1997). Similarly, the expansion of Islamic banking service
offices is found to positively influence economic growth, consistent with regional growth theories that stress
the importance of infrastructure in fostering local development (Romer, 1990). Furthermore, the study
shows that MSMEs themselves have a direct and significant impact on economic growth, aligning with
regional development theory, which advocates for leveraging local business sectors to support diversified
and inclusive economic progress (Todaro & Smith, 2015).

The analysis also finds that Islamic banking financing indirectly contributes to economic growth
through the growth of MSMESs. This supports Schumpeter’s (1934) perspective that financial institutions
drive innovation and entrepreneurship, which in turn fuel economic expansion. Likewise, the establishment
of Islamic banking service offices indirectly enhances economic growth by supporting MSMEs, reinforcing
the regional economic theory that emphasizes infrastructure and financial accessibility as pillars of regional
prosperity (Krugman, 1991). In conclusion, this study provides empirical evidence that Islamic banking
intermediation, both in terms of financing and service outreach, plays a vital role in promoting MSME
development and driving sustainable economic growth in Aceh Province.

5. Conclusions

This study investigates the impact of Islamic banking intermediation on economic growth through the
number of Micro, Small, and Medium Enterprises (MSMESs) in Aceh Province. Specifically, it analyzes how
total financing, and the number of Islamic banking service offices influence economic growth by fostering
the development of MSMEs in the region. The research utilizes time-series data from 2009 to 2023 and
employs multiple linear regression with path analysis to achieve its objectives. The findings of this study
reveal that Islamic banking financing significantly and positively influences the growth of MSMEs in Aceh.
Furthermore, the presence of Islamic banking service offices also plays a crucial role in supporting MSME
development. The impact of Islamic banking financing extends beyond MSMEs, contributing positively to
overall economic growth in Aceh. In this context, Islamic banking service offices are instrumental in
promoting and enhancing economic growth. As key drivers of the economy, MSMEs contribute to the
growth of Aceh's economy, with Islamic banking financing serving as a catalyst for economic development
through the mediation of MSMEs.

Similarly, the expansion of Islamic banking service offices further supports economic growth by
improving access to financial services for MSMEs. The interaction between Islamic banking financing,
MSMEs, and Islamic banking service offices creates a synergistic effect that fosters sustainable economic
growth in Aceh. Based on the findings, several recommendations are proposed. Islamic banking institutions
should increase the distribution of financing by offering financial products and services that cater to the
specific needs of MSMEs in Aceh, particularly working capital and investment financing that promote
growth and innovation. Expanding the network of Islamic banking service offices in underserved areas,
especially in remote or rural regions, is also critical for improving MSME access to financial services.

Moreover, Islamic banking should promote innovation in financial products, such as microfinance and
Islamic venture capital, to align with the cultural characteristics of Aceh. Expanding the number and reach
of service offices across districts and cities in Aceh would enhance MSMEs' accessibility to financial
services. The government should also prioritize business mentoring and training programs to enhance the
managerial, technical, and marketing capabilities of MSMEs. These initiatives would boost the productivity
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and competitiveness of MSMEs, thereby strengthening their role in driving local economic growth. By
implementing these measures, it is anticipated that the collaboration between Islamic banking financing,
MSMEs, and financial services will promote more sustainable economic growth in Aceh.
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