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ABSTRACT

This study examines the effects of infrastructure development on MSME sustainability, environmental impact,
profitability, and insolvency risk in Indonesia’s new capital city Ibu Kota Nusantara using an IPAT based econometric
framework. A quantitative survey of 85 MSMEs was analyzed using Stata V.18. The findings show that infrastructure
development and environmental impacts do not have a significant direct effect on MSME profitability or insolvency
risk. However, infrastructure and environmental impact have a significant positive effect on MSME sustainability,
while short-term profitability is not significant. MSME sustainability strengthens the effect of infrastructure, and
although infrastructure and environmental factors do not increase profitability, they reduce insolvency risk,
emphasizing financial resilience. These results indicate that MSME financial outcomes in the IKN region are shaped
primarily by mediated environmental dynamics rather than direct infrastructure effects, emphasizing the role of
sustainabilityoriented adaptation in large scale development contexts.

Keywords: Sustainability of MSMEs, infrastructure development, IPAT perspective, environmental impact,
profitability, insolvency.

Contribution/Originality: This research develops IPAT's perspective in analyzing the
sustainability of MSMEs affected by infrastructure and environment on profitability and
insolvency risk in the Nusantara Capital City (IKN) area and provides a conceptual basis for the
formulation of the IKN Authority in formulating development policies that are inclusive, adaptive,
and oriented towards the economic resilience of MSMEs in the midst of the development of
Indonesia's New Capital City.

1. INTRODUCTION

Infrastructure development in Indonesia continues to advance in line with the government's
long-term vision to create new centers of economic growth in the regions. The development of the
Indonesian Capital City, Ibu Kota Nusantara (IKN) in East Kalimantan is a key supporting
infrastructure element in regional development in Indonesia (Paramananda & Iskandar, 2024). The
IKN development area covers an area of 199,962 ha, with the IKN Area covering an area of 56,180




ha and the Central Government Core Area (KIPP) covering an area of 6,596 ha (Supratman et al.,
2025). The development of the TKN is part of the national strategy to optimize the management of
economic resources and national economic growth (Utomo, Faroman et al., 2018), one of which
is the construction of toll roads as the main infrastructure for logistics mobilization (Ruas et al.,
2016). The development of other infrastructure, ports, dams and other strategic projects is no less
important, and continues to be developed in line with technological advances (Cheng et al., 2023;
Saleh etal., 2025; Zhou et al., 2025) especially in the areas of Balikpapan City and Samarinda City
as buffer zones for the IKN in transportation (Hidayat et al., 2024). Such as the construction of a
toll road such as the Balikpapan-Samarinda toll road, which is 99.02 km long, connecting two
major cities in East Kalimantan (Rezky et al., 2023), and the 47-km Balikpapan-IKN toll road via
the 30-km Balang Island Bridge. While the toll road has the positive effect of streamlining intercity
economic logistics distribution, it also has a negative impact on the environmental ecosystem (Hua
etal, 2021). This also affects economic growth and has direct implications for micro, small, and
medium enterprises (MSMESs). A strategic sector in the Indonesian economy, with more than 64
million businesses contributing approximately 60.5% of the national Gross Domestic Product
(Dira et al., 2023; Wibowo & Aumeboonsuke, 2020). Therefore, the role of MSMEs is very
important, especially as drivers of the local economy and job providers (Rodriguez-Gulias et al.,
2024). Initial field surveys show that MSMEs experience both positive and negative impacts, with
some maintaining operations through increased productivity, while others face financial pressure
due to reduced consumer access. MSMEs adopting digitalization and product diversification
exhibit higher resilience. Along the IKN development corridor, new MSMEs such as Pawon Prona,
Mamapapa Bakery, and Chumbucked have emerged alongside traditional businesses, including
amplang producers (Smith Purba, 2024). One MSME directly affected by the development of the
new capital city is “Jo Noleh,” located in Argo Mulyo Village, Sepaku District. However, some
MSMEs also experience vulnerability to business resilience due to environmental degradation
from infrastructure development (Meng et al., 2025). Things like pollution, changes in land use,
and declining ecosystem quality can reduce productivity, increase operational costs, and even
trigger the relocation or closure of Small businesses (Chetty et al., 2024), especially if there is no
effective risk mitigation, then MSMEs will not be able to survive in the long term(Joy-Camacho
& Thornhill, 2024). Previous research was limited to only MSMEs from the perspective of access
to capital, adoption of digital technology (Zhao, 2024), and only in plantations and development
in aggregate (Anisa et al., 2021: Loureiro et al., 2020). This research will use a more in-depth
approach, namely to determine the impact of infrastructure development on the sustainability of
MSMEs by considering environmental degradation on profitability and bankruptey risk
(Chontanawat, 2018). Therefore, an in-depth study of the sustainability of MSMEs in the context
of infrastructure development is crucial and necessary for sustainability. One approach is the IPAT
(Population, Affluence, Technology) approach, which is used to assess the interaction between
demographic factors, economic well-being, and technology that can influence environmental
impacts and, ultimately, MSME business performance. The IPAT model was originally developed
in the context of modern ecology (Dietz & Rosa, 1997). This study expands the sustainability of
MSMEs through the IPAT econometric approach. Several key indicators used to assess MSME
financial performance include Return on Assets (ROA), Net Profit Margin (NPM), and the Altman
Z-Score as an indicator of bankruptcy risk (Nguyen et al., 2024), especially those related to the
sustainability of MSMEs for local economic growth (Winardi et al., 2024). This research combines
three main theoretical frameworks to explain the phenomena that occur, namely Ecological
Modernization Theory (Julkovski et al., 2021), to understand the relationship between innovation,




policy, and environmental harmonization; Financial Distress Costs (Purnanandam, 2008), to
analyze financial pressures due to environmental degradation; and Regional Development Theory
(Dawkins, 2003), to evaluate the contribution of development to local economic development in
the MSME region (Li et al., 2018). The IPAT framework, used as a conceptual perspective,
explains the interactions between infrastructure development, environmental impacts, MSME
sustainability, and financial performance, rather than as a rigid mathematical formulation. This
perspective allows for the integration of ecological, economic, and regional development theories
in analyzing MSME sustainability in the IKN region.

2. LITERATURE REVIIEW
2.1. Definition of MSMEs

Based on Law Number 20 of 2008 concerning Micro, Small, and Medium Enterprises
(MSMESs), it explains that businesses with a maximum income of Rp. 50 million, with an annual
income of Rp. 300 million at most; small businesses with assets of Rp. 50 million - Rp. 500 million
with an annual turnover of more than Rp. 50 million up to Rp. 500 million and Rp. 300 million up
to Rp. 2.5 billion; and medium businesses with an annual turnover of Rp. 500 million - Rp. 10
billion, with an annual turnover of Rp. 2.5 billion - Rp. 50 billion at most (Law of Republic
Indonesia, 2008).
2.2. Definition of Infrastructure

Infrastructure impacts the physical environment, spatial planning, and socioeconomic
conditions of a community, directly or indirectly, to become the infrastructure of the local
environment. Infrastructure begins with the conversion of secondary forests and vegetative lands,
which are then transformed into infrastructure for construction and business areas (Bohnenberger,
2020).
2.3. Definition of Environment

The environment is a regional spatial plan (RTRW) designed to support logistics, trade,

hospitality, and environmentally friendly public facilities. The environment can be seen by
comparing before and after infrastructure development begins, such as rest areas and construction
worker housing (HPK), which are designed to meet the basic needs of workers and visitors to an
area, thus creating a sector that responds to environmental change (James, 2014).

3. RESEACHMETHOD

The data analysis in this study aims to understand the relationship between environmental
changes resulting from infrastructure development and MSME performance. Data collection was
conducted through direct observation and in-depth interviews with MSME actors to obtain
contextual and comprehensive qualitative information (Mackiewicz, 2018), and supplemented
with information such as writing, notes, audio recordings, visuals, and images, as well as a
questionnaire containing questions related to the research problem given to MSME actors. The
analysis used a mixed qualitative method using the Python application in Google Colab (Naik et
al.,, 2021). To find out and measure qualitative analysis based on datasets from respondents'
statements and to find out how infrastructure development impacts the sustainability of MSMEs
through environmental degradation that affects profitability and insolvency risk. This change in
location not only has physical impacts but also influences the process of business adaptation to the
new social, economic, and infrastructure environment.




At the outset, the study identified 108 MSME actors around the IKN area. However, 23 actors
were nomadic or non-permanent and therefore excluded to avoid potential response bias.
Consequently, the effective population consisted of 85 permanent MSME actors, all of whom were
included as research respondents. Data collection began with screening questions to confirm
ownership status and business permanence; nomadic actors were excluded as non-respondents.
The study applied a purposive proportional sampling technique with a 5% margin of error, ensuring
that the sample reflected the sectoral characteristics of the target population. The adequacy of the
sample size was further validated using the Slovin formula.
n=N/(l+Nxe?)

Information:

n = number of samples

N = population size

e =margin of error (level of error)

So the calculation of the number of samples is as follows:
n=108/(1+108x 0.0025)n=108 /(1 +0.27)n=108/ 1.27 =85.03

Previous studies on MSME sustainability have largely focused on access to capital, digitalization,
and digital technology, providing a basis for comparison with the present study (Zhao, 2024).
Meanwhile regarding the environmental impact on business sustainability, this is mostly done in
the large industrial or plantation sectors, and infrastructure (Loureiro et al., 2020). Such as dams,
buildings, and toll roads(Anisa et al., 2021). However, this research is different, namely by
integrating environmental degradation with profitability and insolvency quantitatively, which is
still limited in Indonesia, especially for MSMEs (Nguyen et al., 2024), especially those related to
the development of toll road infrastructure, this is what becomes the novelty value, especially the
sustainability of MSMEs for local economic growth (Winardi et al., 2024). The research uses an
econometric approach to determine the factors that influence MSMESs with Stata V. 18, so that the
researcher makes the following hypothesis:

The figure below shows that infrastructure development and environmental impacts influence the
profitability or insolvency of MSMEs in the IKN, while profitability determines the sustainability
of MSMESs and sustainability acts as a moderating variable for the relationship conceptually. The
research model design can be shown in Figure 1 below:

Sustainability of

MSMEs
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Figure 1. The research model design

H1: Infrastructure development has a significant effect on profitability/insolvency in the area of
MSME sustainability.




H2: Environmental impact has a significant positive effect on profitability/insolvency

H3: The sustainability of MSMEs has a significant effect on infrastructure development on
profitability/insolvency.

H4: Infrastructure development and environmental impacts simultaneously affect the profitability
and insolvency risk of MSMEs in the MSME sustainability area.

4. RESULT

The results of the analysis of MSME respondents affected by infrastructure development in
the IKN area and its surroundings are as follows. Respondent characteristics such as gender, age,
education, and other demographic aspects of Micro, Small and Medium Enterprises (MSMEs).

Respondents Data
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Figure 2. Respondent Data

Based on Figure 2 explaining the respondent characteristics table, this study involved 55
respondents with the following details. In terms of gender, the majority of respondents were male,
34 people (61.8%), while 21 were female (38.2%). Based on age, most respondents were in the
age range of 41-50 years (36.4%) and 31-40 years (32.7%), while rest were under 30 years old
(14.5%) and over 50 years old (16.4%). In terms of education, the majority of respondents were
high school graduates (50.9%), followed by diploma or bachelor's graduates (29.1%), and the rest
were junior high school graduates or below (20.0%). Based on the length of business, respondents
who had been running a business for 35 years dominated (34.5%), followed by those who had
been in business for more than 5 years (29.1%), 1-3 years (23.6%), and less than 1 year (12.7%).
The type of business run by the most respondents was trade (shops/kiosks) with 22 people (40.0%),
followed by culinary businesses (27.3%), services (18.2%), and other businesses such as crafts and
agriculture (14.5%). Based on business scale, the majority of respondents ran micro-enterprises
(80.0%), while the rest ran small businesses (20.0%), and none ran medium-sized businesses. After
the respondent data was obtained, a statistical analysis of the respondents was carried out to
determine the distribution and simplify the data for easier understanding as follows:

Descriptive Statistic




Descriptive statistical analysis was conducted to provide an initial overview of the
characteristics of the research data. The statistics include measures of central tendency (mean,
median), measures of dispersion (standard deviation, range), as well as data distribution through
skewness and kurtosis. This information is essential to understand the general tendencies of the
variables, the variation in values, and indications of distribution normality before proceeding to
further testing.

Table 1. Descriptive Statistics

::ll: N  Mean SD Med Min Max Range Skewness Kurtosis SE
XI 85 213 172 22 19 25 ; 034 077 019
X2 85 2304 222 24 I8 25 7 0,51 135 024
X3 85 1652 206 16 12 20 8 0.26 028 022
Y1 85 161 233 115 -584 942 1526 1.35 44 025
Y2 85 401 379 288 -026 2 1547 1.41 13 041

1
*Note.*n = number of observations; SD = standard deviation; MAD = median absolute deviation.
Source: STATA primary data processing (2025)

Based on Table 2, it explains the descriptive statistics of the five research variables (X1, X2, X3,
Y1, Y2) X1 is Sustainablity of MSMEs, X2 is Infrastructure Development, X3 is Environment
Impact, Y1 is Profitability and Y2 is Insolvency with 85 respondents. The average value (mean)
ranges from 1.61 to 23.04, while the standard deviation (SD) shows relatively moderate data
variation. The median of each variable is close to the mean, indicating a relatively balanced
distribution. The skewness value is partially positive (right skewed) and negative (left skewed),
while the kurtosis varies, indicating differences in the sharpness of the distribution, the largest
range is found in Y1 and Y2.

Validity and Reliability Test

The validity test was conducted by comparing the calculated r and table r values. An item
is said to be valid if the calculated r > table r, and invalid if the calculated r < table r, while the
reliability test used in this study is the Cronbach's Alpha value. If Cronbach's Alpha > 0.6, then the
instrument is declared reliable. If Cronbach's Alpha < 0.6, then it is valid.(Hair et al., 2019), then
the instrument is declared unreliable, the following are the results of the validity and reliability
tests:

Table 2. Validity Test
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Source: STATA primary data processing (2025)

Table 3. Reliability test
. alpha sustainabilityofMSMEs InfrastructureDevelopment EnvironmentalImpact

Test scale = mean(unstandardized items)

Average interitem covariance: 3.024804
Number of items in the scale: 3
Scale reliability coefficient: 9.8702

Source: STATA primary data processing (2025)

Based on table 2 and table 3 above, a variable is said to be valid if the correlation value between
items with the total construct is greater than or greater than 0.6. The values that indicate validity
are in the sustainability of MSME of 0.740, infrastructure development 0.742 and environmental
impact 0.806, while the profitability and insolvency values are below 0.60. Therefore, the
conclusion is that the data is valid, while the reliability value can be seen from the Cronbach alpha
value> 0.6 then it is reliable, if the Cronbach alpha value <0.6 then it is not reliable, from the data
it can be seen the variable value of 0.8702 from all variables> 0.6 then the data is reliable. Thus,
all instruments are declared reliable because they show strong internal consistency.

Regression Analysis Results

The results of the linear regression analysis include the common effect model regression,
fixed effect model, and random effect model, namely as an analysis of the simultaneous
relationship between more than one independent variable and one dependent variable as follows:

Table 4. Model selection results

Coefficient
Variable CEM FEM RESULT
Environmental Impact 0.4834596 0.6988933 0.7116801
Profitability (ROA) -0.1602003 0.0391763 0.515371
Insolvency (Z-Score) 0.1495895 -0.0857153 -0.948418
Prob (f-statistic) 0.0000000 0.0000010 0.0000000

Source: STATA primary data processing (2025)




Table 5. Chow test results
Model Fit Test F (5.46) Prob>F Results

Chow Test 3.98 0.0044 Fived Effect Model (FEM)

Source: STATA primary data processing (2025)

From the results of table 4 and table 5, the results of the Chow Test (F = 3.98; p < 0.05) show that
the Fixed Effect Model (FEM) was chosen as the most appropriate approach in analyzing the
influence of infrastructure development factors, environmental impacts, and the sustainability of
MSMESs on profitability and insolvency risk. To complement the Chow test, a Hausman test will
be carried out so that the model selection is more appropriate whether to continue using FEM or
REM. The following are the test results:

Table 6. Hausman test results

Model Fit Test Chi2 Prob > chi2 Results

Hausman test 0.66 0.8826 Random Effect Model (REM)
Source: STATA primary data processing (2025)

Based on Table 6, the results of the Chow and Hausman tests show that the Random Effects Model
(REM) is the most appropriate model for estimating the relationship between infrastructure
development, environmental impact, and MSME sustainability on profitability and insolvency
risk. Although the Chow test results indicate significant individual effects, the Hausman test results
confirm that individual influences are uncorrelated with the independent variables, making the
REM model more efficient in obtaining unbiased results.

T-test

Decision making compares the caleulated t value with the t table or the significance level.
If t > t table or sig < 0.05, Ho is rejected, indicating a significant effect. If t <t table or sig > 0.05,
hypothesis is accepted, indicating no significant effect, with a calculated t of 2.006.

Table 7. t-test

sustainabilityofMSMEs Coefficient Std. err. t P>|t] [95% conf. interval]
InfrastructureDevelopment .1933653 .8944434 2.5 @.046 . 8836701 . 3830605
EnvironmentalImpact .4834596 .@985808 4.98 @.eaa .2854543 . 6814649
ProfitabilitasROA -.le@2003 .1258248 -1.27 @.209 -.4129269 .8925262
InsolvencyZScore .1495895 . 883385 1.78 8.979 -.9178942 .3178733

_cons 9.328624 1.631868 5.71 @.660 6.844527 12.58672

Source: STATA primary data processing (2025)




From table 8 it can be explained that each variable has the following meaning: H1 This result
is supported by a t-value of 2.05 with p = 0.046 < 0.05, indicating that infrastructure
development has a significant positive effect on MSME sustainability. Improved accessibility,
market connectivity, and logistics efficiency contribute directly to stronger business continuity.
These findings align with Regional Development Theory, which suggests that infrastructure
investment encourages the emergence of new economic activity centers in densely populated
areas through intensified market competition (Knox, 2016). H2 This relationship is strongly
supported by a t-value 0f 4.90 and p=0.000 < 0.01, indicating that environmental impacts have
a highly significant effect on MSME sustainability. This finding supports the Ecological
Modernization approach, which emphasizes that environmental awareness and ecological risk
management contribute to long-term business sustainability and competitive advantage. In
contrast, the profitability variable (ROA) shows a t-value of —1.27 with p = 0.209 > 0.05,
indicating no statistically significant effect on MSME sustainability. This suggests that short-
term profitability is not a primary determinant of sustainability for micro and small enterprises,
which instead rely more on infrastructure conditions, environmental pressures, and adaptive
innovation within a modernization framework (Jinicke, 2008). The insolvency variable Z-
Score exhibits a marginally significant positive effect with t = 1.79 and p = 0.079 on MSME
sustainability, indicating that lower bankruptcy risk is associated with improved resilience. This
finding aligns with Financial Distress Cost Theory, which argues that financial pressures can
constrain MSMEs’ capacity to adapt to structural changes induced by large-scale infrastructure
development (Mol & Spaargaren, 2014). H3 The role of MSME sustainability in enhancing the
relationship between infrastructure and business performance is supported by the interaction
regression results. The findings suggest that MSMEs with higher sustainability levels are better
positioned to capitalize on infrastructure development and demonstrate greater resilience to
external pressures. H4 shows an unexpected result in which infrastructure development and
environmental impacts do not significantly increase short-term profitability, but instead reduce
insolvency risk. This indicates that infrastructure and environmental adaptation strengthen
MSME financial resilience rather than immediate profit generation, supporting Ecological
Modernization and Financial Distress Cost theories.

F test

Decision criteria if F count > F table or sig < 0.05, Ho is rejected and the regression
model is simultaneously significant; if F count < F table or sig > 0.05, Hypothesis is accepted
and the model is not simultaneously significant.

Table 8. f test

. regress sustainabilityofMSMEs InfrastructureDevelopment EnvironmentalImpact ProfitabilitasROA InsolvencyZScore

Source sS df MS Number of obs = 55
F(4, 58) = 21.60

Model 187.836876 4 26.7598189 Prob > F = a.0a08
Residual 61.9457424 58 1.23891485 R-squared = 8.6334
Adj R-squared = 8.6041

Total 168.981818 54 3.12929293 Root MSE = 1.1131

Source: STATA primary data processing (2025)

Based on table 9, the results of the f test show that the calculated f value is 21.6, which is
greater than the ftable value of 5.69, and the significance value is 0.0000 which is smaller than
0.05, which means that the overall model is statistically significant. This shows that
simultaneously, the combination of the variables Infrastructure Development, Environmental
Impact, Profitability (ROA), and Insolvency (Z-Score) has a significant influence on the
sustainability of MSMEs.




5. DISCUSSION
5.1. Impact of MSME Sustainability

The regression results show that infrastructure development has a significant effect on
MSME sustainability (t = 2.05; p = 0.046), indicating that road, electricity, and internet access
drive operational efficiency and market expansion. This finding supports the Regional
Development Theory, which states that infrastructure improves connectivity and
competitiveness of local businesses. Environmental impacts have the strongest effect (t =4.90;
p = 0.000), reinforcing the Ecological Modernization Theory, where ecological pressures drive
innovation and the adoption of sustainable business practices. MSMEs that are responsive to
environmental issues demonstrate greater resilience. Conversely, profitability (ROA) does not
have a significant effect (t =-1.27; p=0.209), indicating that short-term profit is not a primary
indicator of sustainability in the context of IKN development. Meanwhile, the Z-Score as an
indicator of insolvency shows a weak but positive effect (t = 1.79; p = 0.079), in line with the
Financial Distress Cost Theory, which states that financial resilience influences the resilience
of MSME:s (Mol etal., 2009). Overall, the sustainability of MSMEs is more strongly influenced
by structural and environmental factors than by short-term financial performance.

5.2. Impact on Infrastructure Development

Micro, small, and medium enterprises (MSMESs) can play a dual role as both recipients
and drivers of infrastructure development in the capital city (IKN) and its surrounding areas.
Within this development context, market accessibility increases significantly, opening up
opportunities for tourism, logistics services, and local culinary development, such as the
production of local specialty Amplang (rice cakes). However, if MSMEs lack legal standing,
limited capital, or limited access to technology, they cannot capitalize on these opportunities,
creating economic disparities. Regional Development Theory explains that infrastructure
development will tend to create new growth centers but also regional disparities, in line with
Regional Development Theory (Dawkins, 2003). Empirical findings show that the
sustainability of MSMEs that are not adaptive can be crushed by changes in the local economic
structure due to national strategic projects.

5.3. Impact on the Environment

The development of large-scale infrastructure such as toll roads, bridges, and the IKN
KIPP area has a direct impact on environmental quality, both in terms of pollution, conversion
of oil palm plantations, and pressure on local ecosystems. A study by (Hua et al., 2021).
Emphasizes that massive development without mitigation results in water and air degradation
and the loss of productive space. This is consistent with research showing that environmental
degradation impacts operational and financial performance, as well as business location,
leading to increased logistics costs and business relocation. Environmental Distress Theory and
the IPAT approach demonstrate that environmental variables are impact modifiers of business
profitability and risk, consistent with research suggesting that environmental shocks can
become economic shocks when small businesses lack adaptive capacity. This is the
environmental insolvency loop (Nguyen et al., 2024).

5.4. Implications for Profitability and Insolvency

The implications of profitability and insolvency can be measured through financial
indicators such as Return on Assets (ROA) and the Altman Z-Score, as demographic and
economic pressures negatively impact profitability, particularly in areas facing competitive
pressures from similar businesses, legal limitations, and spatial planning changes. However,
MSMESs that adopt and utilize digital technology demonstrate increased efficiency and




resilience to insolvency risk. The Adjusted R* value of 25.12% indicates that the combination
of IPAT variables can explain a quarter of the impact on MSMEs in the IKN area and its
surroundings. The remainder is influenced by external factors such as regulations, IKN
Authority policies, market stability, and institutional support (Andrade & Kaplan, 1998). The
Financial Distress Cost Theory asserts that environmental pressure without risk management
can increase implicit costs and lead to business failure.

6. CONCLUSIONS, IMPLICATIONS AND LIMITATIONS

This study analyzes the sustainability of MSMEs impacted by infrastructure development
using the influence of population, affluence, and technology variables on profitability and
insolvency. Using a multiple linear regression approach and statistical analysis support, several
findings were obtained indicating that the sustainability of MSMEs in areas affected by the
development of the Indonesian Capital City (IKN) is influenced by a combination of structural,
environmental, and financial factors. The results of the multiple linear regression revealed that
environmental impact is the most significant factor in improving MSME sustainability,
followed by profitability, while the bankruptcy score (Z-Score) shows a weak negative
influence. Infrastructure development has been shown to contribute significantly to MSME
sustainability through increased connectivity and access to economic resources. However, this
influence is only optimal when MSMEs have adequate adaptive capacity and institutional
readiness, as indicated by a calculated F value greater than the F table and a significance below
0.05. Simultaneously, the model explains that MSME sustainability is the result of a complex
interaction between infrastructure and ecological support and internal performance, including
profitability and insolvency. Therefore, IKN development policies must integrate a cross-
sectoral approach that includes strengthening the MSME ecosystem and managing
environmental impacts. The findings of the study show that the sustainability of MSMEs in the
IKN area requires an integrated development policy that is affected to align infrastructure
development with environmental management and strengthen the capacity of MSMEs in the
Capital City of the Archipelago (IKN). Infrastructure provides optimal income if supported by
adaptive capacity and adequate institutional readiness for MSMEs. However, this study has
limitations in the form of limited data use only in the IKN area so that the limitations of
environmental and institutional indicators, as well as the focus on the context of the IKN, thus
limiting the generalization of the broader research.
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