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Abstract. SME performance has contributed to the establishment and sustainability of
the nation’s economy. This paper aimed to analyze the effect of payment systems and
peer-to-peer lending on the performance of SMEs. A questionnaire was distributed
to SMEs in Sumatra, Indonesia, using an area random sampling technique, and 387
respondents were obtained. The study found that payment systems and peer-to-peer
lending do affect the performance of SMEs.
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1. INTRODUCTION

SMEs’ performance is associated with the company’s work standard. The ability to
manage a business by the SMEs is important for performances and their continuity. SMEs
have an important role in growing the strategic economy and the country. According to
[1] a good foundation and performance support a positive influence on the economic
sustainability of a nation. Great performance will increase business development. The
poor performance is indicated by unplanned work, low sales, unstable production,
increase in fixed costs, and unable to serve customers.

Therefore business to have the ability to run good performance, the business perfor-
mance needs to comprehend definition and goal them. Some of the previous studies
give some business performance definitions. For instance, [2] and [3], define SMEs’
Performance as an outcome of SMEs’ activities or investment in one term. SMEs’
performance is also defined as a particular business measured by normative, com-
prehensiveness, and expense. This performance is also the result of the company’s
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activities to gain market and financial-oriented profits. [4]. Business capabilities and
prowess are sometimes also used to show the company’s performance [5].

According to the Enterprise Survey 2015 and 2018, between 2012 and 2016, SMEs
Indonesian had negative annual sales growth, and worst performance namely; high
cost, poor profit, and annual sales growth, and less production. The literature on
entrepreneurship suggests that financial technologies (payment systems and peer-to-
peer lending) are appropriate predictor performances of SMEs [6][7–11].

According to [12], payment systems and peer-to-peer lending are part of financial
technology. Financial technology has function as payments, remittances advice, loans
payable, and investments. Technology gives high emphasis on SMEs’ performance [13].
Financial technology consist of financial services with information technology. Broadly,
financial technology is defined as a produce income beyond the existence of technology
and financial services [14].

SMEs are easy to access to financial technology. To optimize the function of payment
systems and peer-to-peer lending, Governments should engage in financial institutions
and business communities related to transactions and to increase financial technology.
Financial technology is becoming more modern.

The expansion of payment systems is supported by number of transactions made by
the community encouraging the development of payment systems. Payment systems
evolved from commodity cash and non-cash payment systems. Payment systems are
an important component of the economy. Payment transactions, payment systems, and
economic transaction patterns are constantly changing in times.

Less knowledge about the newest production technologies and product quality
control affects SMEs’ performance. The ability to read the needs of the market is still low
worsening performance as well. SMEs have not been able to capture what consumers
want, want, and need. Therefore, online promotion through social media needs to be
done. It takes good management, administration, and a financial system. SMEs need
to pay attention to limited facilities and infrastructure, especially related to financial
technology tools. Previous studies have been conducted on performance in Indonesia
[15][16][17][18][19].

The company’s achievements are important in the company’s performance in one
period. SMEs’ performance is important for all stakeholders and other communities.
They will evaluates the SMEs by a financial standard following the objectives of the
company concerned. The assessment of the company’s performance is done through
the ratio of financial statements displayed by the company. [20] A company’s perfor-
mance consists of ratios: liquidity, leverage, activity, profitability, growth, and valuation
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which: 1) Liquidity ratio has purpose to measure a company’s ability to pay the short-
term debt. 2) The leverage ratio measures total debt. 3) Asset management, the activity
ratio aims to measure the effectiveness of the company’s activities. 4) Profitability ratio
measured by effectiveness management. 5) Growth ratio to measure company capacity
6) Goal valuation ratio measures the company’s overall performance because this ratio
is the return ratio.

2. HYPOTHESES DEVELOPMENT

Financial technology is guided by a mix of financial services and finance technology.
Financial technology is defined as the supply of credit through financial technology
services by a company [14]. Today banks pay full attention and invest in financial
technology to improve the efficiency of financial technology system innovations such
as electronic funds transfer sales.

2.1. Payment System on SMEs' Performance

The application of financial technology affects the performance of SMEs. Related to the
implementation, the company needs to adjust it according to environmental changes.
Digital innovations improve network correspondence[21][22]. [23] it argues that there
are surprising results regarding the performance of small banks and SMEs. SMEs need
to pay attention to their financial performance because SMEs play an important role in
job creation in society.

The existence of financial technology affects the performance of SMEs. Companies
need to adjust to changing environments. His findings found that digital innovation
improved his network correspondence [21] [22]. [23] think that financial technology
experience has a positive impact on the performance of SMEs. Payment systems will
achieve the highest performance in finance[24].

According to [25] and [14], there is a positive effect on the Indonesian economy
and performance due to the advancement of financial technology developments in
Indonesia. So that it can encourage the welfare of the community equally. Technology
companies generate payment revenue from transactions. This will improve performance.
[9] [26] [27] indicates that online financial developments have a positive impact on
profitability (performance), the hypotheses that can be proposed are as follows:

H1: There is a positive effect of the payment system on the SMEs' performance
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2.2. Peer-to-peer Lending on SMEs Performance

[28] found that loan repayments affected performance. The interest rate on peer-to-peer
lending is low. This will encourage SMEs to lend money rather than borrowing to other
institutions. With the loan, SMEs will do profit-generating activities so that it ultimately
improves performance. Loans for small businesses are difficult to obtain from banks
[30]. The proposed credit is rejected by the lending institution because it is not eligible
to meet the requirements. This is one of the real weaknesses in small business financing
that is related to performance. Another alternative to lending can be easily obtained
through advances in financial technology i.e. peer-to-peer lending. Online loan funds
make it easy to make a business. In turn, gaining profits and improving performance.

[30] found that profitability can be improved by running some simple investment rules
of the portfolio and providing a good return on credit, however, lenders are careful to
lend money to borrowers with some selection criteria. Thus, online loans have a chance
of long-term success [26] [31]. The following hypothesis:

H2: There is a positive effect of peer-to-peer lending on SMEs' performance

3. METHODOLOGY

3.1. Population and Sample

The SME population was selected in Sumatra. Sumatera island becomes the the lowest
SMEs among the other 5 major islands ( Java, Kalimantan, Sulawesi, Papua, and Nusa
Tenggara) in Indonesia. The sample is part of the population. Sumatran regions are: Aceh
Nangroesalam, North Sumatra, West Sumatra, Riau, Jambi, South Sumatra, Bengkulu,
Lampung, Bangka Belitung Islands and Riau Islands. According to [32] at least sample
of 384 respondents is sufficient for ≥ 1,000,000 populations. The sample was taken
through area random sampling. Area random sampling is a geographic cluster, namely
research related to populations within an identifiable geographic area such as city block
states or certain boundaries.

3.2. Measurements

SMEs’ performance is a dependent variable. Measurements of SME performance for
the study were taken from [33] [15] [18] [34]. The measurement scale for performance is
the Likert scale which is 1 = strongly disagree, 2 = disagree, 3 = neutral, 4 = agree and
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5 = strongly agree. Furthermore, the payment system and peer-to-peer lending also
consist of five Likert scale points used; 1 = strongly disagree, 2 = disagree, 3 = neutral,
4 = agree and 5 = strongly agree [35] [36] [29].

4. RESULTS AND DISCUSSIONS

4.1. Survey respondents

The population of this study was all SMEs in Sumatera island. They are ≥ 1.000.000.
Questionnaires sent 2.700 questionnaires to 2.700 SMEs. This number was taken due
to a study of [37] and [38] who found that the average response rates of the survey
are 7%-21%. which said that the possibility of the questionnaire will be sent back by
the respondents is between 7% - 21 %. From the 2.700 questionnaires, there were only
387 questionnaires (14.33%) were sent back to the researcher. According to [33], if the
amount of the population is ≥ 1.000.000, the minimum sample is 384. Therefore, all of
the questionnaires which were sent back by the respondents (387), are taken as the
sample of this study.

4.2. Descriptive Statistic of SMEs Performance, Payment system,
and Peer-to-peer Lending (N = 387)

Table 1 provides the descriptive statistic result in SMEs’ performance, payment system,
and peer-to-peer lending. Mean of SMEs’ Performance = 11.95, payment system = 15.52,
and peer-to-peer lending 14.57. Meanwhile standard deviation for SP = 1.925, PS = 3.195
dan PL = 4.831. The result shows:
Table 1: Descriptive Statistic for SMEs’ Performance, Payment system, and Peer peer Lending (N= 387)

Variables Denoted
by

Mean Std
Deviation

SMEs’ Performance SP 11.95 1.925

Payment System PS 15.52 3.195

Peer-to-peer Lending PL 14.57 4.831

Source: processed data

4.3. Result H1 and H2

The effect of the payment system and peer-to-peer lending on SMEs’ performance is
supported. These result can see in table 2 as follow:
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Table 2: Regression Model Summary Statistics of Analysis Payment System and Peer-to-Peer Lending on
SMEs’ Performance

Dependent Variable Model SMEs
Performance

VIF Hypothesis

(t statistic in parentheses)

Payment System 2.413
0.000***

1,045 H1 supported at α
1%

Peer-to-peer Lending 3.430
0.016***

1.045 H2 supported at α
1%

R2 Adjusted R F statis-
tic Significance of F
Durbin-Watson

0.72
0.67
14.798
0.000***
1.950

Notes: ***, **, * indicates regression analysis is statistically significant at 1%, 5%, and
10% respectively
Source: processed data

The result in table 2 shows that two independent variables payment system and peer-
to-peer lending have a significant effect on SMEs’ performance. The finding indicates a
positive relationship as predicted in the study. This result supports hypotheses 1 and 2.
Hypotheses 1 payment system effect SMEs’ performance and hypothesis 2 the effects
of peer-to-peer lending on SMEs’ performance. H1 is supported at a significance of 1%.
Hence, for H2, there is a positive effect of peer-to-peer lending on SMEs’ performance
as is proved by the significant result of regression analysis at a significance of 1%. In
conclusion, H2 is supported.

R2is 0.72% meaning payment system and peer-to-peer lending together affect SMEs’
Performance amount 72%. It is also shown with a significant F test on the significance
of F 1%.

5. CONCLUSION AND RECOMMENDATION

The study examines issues related to the payment system and peer-to-peer lending on
SMEs’ Performance in Indonesia. Payment systems influence SMEs’ performance and
also peer-to-peer lending effect on SMEs performance.

Payment systems can replace formal financial institutions such as banks. Payment can
be made using a smartphone. Mobile technology is one of the mobile payments. Hence,
SMEs can borrow loans with peer-to-peer lending. SMEs can get capital immediately
through peer-to-peer lending. This study is supported by [14]. Indonesia’s economy will
increase if Indonesia’s finances are good. This encourages the prevalent distribution
of the welfare of the population; make online payments easily, assist with financing
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through peer-to-peer lending; encourage the distribution of national financing; Improve
financial inclusion and improve the performance capabilities of SMEs.

In line the results [39] perform an analysis of the payment factors of the system. [40]
found that the extent of benefits and convenience in payment. Payment systems have a
positive influence on revenue level/business performance, e-commerce influences the
positive and significant performance of SMEs. [41] [42] concluded that the increase in
financial technology in Indonesia has a positive impact on SMEs’ performance.

Then, financial technology encourage level the well-being of the population. Financial
technology needs business capital by providing loans and making profits. Peer-to-peer
lending provides convenience to SMEs because it is more efficient, effective, and low
interest rate costs [43]. This study also supported by found that financial technology
increases SMEs’ Performance [44].

These findings are supported by signaling theory. Signaling theory motivates compa-
nies to present good information to shareholders and disclose excellent performance.
One of the important leading indicators of a company’s health is the company’s perfor-
mance. A good signal about SMEs’ performance brings a positive sign for the company
to increase the stock price and performance [45][46].

With regards to future research, despite the contribution of the study, several lim-
itations should be recorded. The limitations of this study are only using payment
systems and peer-to-peer lending to the performance of SMEs. It is recommended
for subsequent research to add other variables such as capital, human resources, and
marketing. Respondents were limited to the island of Sumatra. There are still other
islands in Indonesia that can be sampled in this study.
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