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Abstract 

MSMEs play a vital role in Southeast Asia’s economy, yet many still rely on informal financial systems. Despite 

growing interest in MSME development, limited studies explore how informal finance operates within local cultural 

contexts in Eastern Indonesia. This study investigates informal financial practices among small business owners in 

Makassar, Indonesia, focusing on arisan, kinship-based lending, and undocumented cash transactions. Using a 

qualitative ethnographic approach, data were collected through participant observation and in-depth interviews 

with 18 entrepreneurs over six months. The findings show that informal finance functions as a culturally embedded 

system based on trust, social solidarity, and flexibility, helping entrepreneurs access capital and manage 

uncertainty. However, these practices also create limitations for business scalability, financial transparency, and 

long-term growth. The study concludes that informal finance is not merely a sign of institutional weakness, but a 

socially adaptive economic mechanism that should be considered in developing inclusive financial policies for 

MSMEs. 
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1. Introduction 

Micro-, small, and medium-sized enterprises (MSMEs) represent the predominant 

organizational form of commercial activity across South and Southeast Asia, accounting for 

between 94% and 99.9% of all officially registered enterprises in the region. In Indonesia 

specifically, MSMEs constitute approximately 97% of all registered business entities, 

underscoring their indispensable role in national economic output, labor absorption, and the 

distribution of localized wealth (OECD, 2018). Despite the formal visibility conferred by 

registration, this statistical picture represents only the most observable stratum of a 

considerably more complex and layered economic ecosystem. In many developing economies, 

a significant share of actual market activity is conducted within the informal sector, a domain 

that remains chronically undercounted in official macroeconomic statistics and systematically 

excluded from mainstream financial policy frameworks. 

The city of Makassar, Indonesia's principal maritime hub and economic gateway to the 

eastern archipelago, serves as a particularly instructive site for investigating this structural 

tension between formal and informal economic organization. While localized empirical data 

on Makassar's informal sector remains comparatively sparse relative to western metropolitan 

centers such as Jakarta or Surabaya, broader regional analyses consistently indicate that 

informal financial practices are deeply woven into the operational fabric of the city's small 

business community. These practices encompass a spectrum of institutional arrangements: 
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from traditional rotating savings and credit associations known locally as arisan, to reciprocal 

borrowing from kinship networks, to the routine conduct of commercial operations through 

entirely undocumented cash transactions. Comprehending how these mechanisms function, 

their tangible effects on entrepreneurial trajectories, and their underlying cultural logic is 

essential for a theoretically rigorous understanding of contemporary entrepreneurship in 

Indonesia's eastern regions. 

This qualitative study aims to map the landscape of informal financial practices among 

small business owners in Makassar and to critically interrogate their implications for long-

term enterprise development. The inquiry moves beyond descriptive accounts of informality 

to generate substantive theoretical contributions across three intersecting academic domains. 

First, it advances the literature on the Economics of the Informal Sector by analyzing how 

localized practices construct self-sustaining financial ecosystems that operate alongside and 

frequently in productive tension with formal banking infrastructure. A central question is 

whether informality represents a default response to institutional exclusion or a deliberate 

enactment of alternative value systems and resource allocation logics. Second, the study 

contributes to Behavioral Finance scholarship by situating financial decision-making within a 

non-Western sociocultural context, thereby challenging the universalist assumptions of 

rational-actor models that have dominated Eurocentric economic thought. Third, the research 

provides robust empirical grounding for Social Capital Theory, demonstrating concretely how 

interpersonal relationships such as those cultivated through arisan membership function as 

productive economic assets that reduce information asymmetry and facilitate capital access. 

The central research question guiding this inquiry is: How do informal financial 

practices shape the growth trajectories of small businesses in Makassar, and what do these 

practices reveal about the complex interplay among culture, relational trust, and economic 

agency? The study organizes its investigation around three primary dimensions of informal 

finance: arisan, kinship-based financing, and cash-dominated business management, each of 

which exhibits an intrinsic duality. On one hand, these mechanisms confer unmatched 

flexibility, accessibility, and resilience in the face of macroeconomic volatility and formal 

institutional failures. On the other hand, they introduce binding constraints on enterprise 

scalability, financial transparency, and structured long-range planning. This study argues that 

such duality is not a straightforward operational trade-off but a reflection of an entirely 

distinct institutional logic, one that systematically prioritizes social cohesion and communal 

security over formal efficiency and future-oriented capital accumulation.  

2. Literature Review 

The analysis of informal financial practices demands a multidisciplinary theoretical 

architecture capable of bridging institutional economics, behavioral psychology, and 

sociological theory. Three interconnected conceptual pillars underpin this inquiry: the 

Economics of the Informal Sector, Behavioral Finance, and Social Capital Theory. Together, 

these complementary frameworks supply the analytical vocabulary necessary to deconstruct 

informal finance, moving beyond reductive pathologization toward an explanation of why 

these practices persist, how they sustain themselves institutionally, and what they reveal about 

the nature of entrepreneurial agency in non-Western developmental contexts. 

2.1. Economics of the Informal Sector and Structural Market Failures 
The persistence of informal economic arrangements alongside formal market structures 

has generated sustained scholarly debate since at least the early 1970s. Classical economic 

perspectives tended to view informality as a transient phenomenon destined to diminish 

progressively with the advance of state regulatory capacity and market modernization 
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(Krueger, 1974). Contemporary empirical realities, however, consistently refute this 

teleological narrative: informality persists and, in many contexts, expands, driven by 

structural market imperfections and entrenched institutional barriers. 

A particularly dominant explanation centers on severe market failures within the formal 

credit sector, most critically the problem of acute information asymmetry. Commercial banks, 

confronting a structural knowledge deficit regarding the financial viability and 

creditworthiness of unregistered, small-scale enterprises, routinely respond by imposing 

prohibitive collateral requirements, elevated interest rates, or outright credit rationing 

(Stiglitz & Weiss, 1981). This systematic institutional exclusion generates sustained demand 

for alternative financial arrangements. Rotating Savings and Credit Associations, globally 

recognized under various local names, including arisan in the Indonesian context, emerge 

organically to fill this institutional void. Crucially, these associations are not spontaneous or 

disorganized; they are structurally sophisticated socio-economic arrangements precisely 

engineered to overcome the information asymmetries that paralyze formal banking. By 

substituting physical collateral with social collateral, specifically, reputation and collective 

peer monitoring, informal credit networks dramatically reduce default risks and enable 

marginalized economic actors to pool and access capital. 

2.2. Behavioral Finance and the Cultural Embeddedness of Financial 
Choice 
The second theoretical pillar repositions the analytical lens from macro-structural 

constraints to the micro-level cognitive, emotional, and cultural processes that drive financial 

decision-making. Neoclassical economic theory operates on the foundational assumption of 

the Homo economicus, a rational agent who perpetually executes optimization calculations to 

maximize individual utility. Behavioral finance systematically demonstrates, however, that 

human financial decisions are bounded by cognitive limitations, heuristic shortcuts, and 

socio-environmental pressures that deviate substantially from the neoclassical ideal 

(Kahneman & Tversky, 1979). 

This divergence acquires critical significance in non-Western contexts where collective 

cultural norms actively shape individual economic behavior. The widespread entrepreneurial 

preference for securing start-up capital from immediate family members rather than 

institutional banks, for instance, cannot be satisfactorily explained by comparing nominal 

interest rates. It requires an accounting of deeper psychological and moral undercurrents: 

filial piety, reciprocal obligations, and the intrinsic desire to preserve familial harmony. 

Similarly, concepts of bounded rationality and present bias, the systematic tendency to 

overvalue immediate, certain gains relative to abstract future returns (Thaler & Sunstein, 

2008), offer compelling explanations for the ubiquity of undocumented cash transactions. For 

an entrepreneur navigating immediate, unpredictable daily operational pressures, the 

immediacy and frictionless convenience of cash consistently outweighs the distant 

bureaucratic benefits of formal bookkeeping. 

2.3. Social Capital Theory and the Institutional Logic of Gotong Royong 
The third and most integrative pillar is Social Capital Theory, foundationally developed 

by Pierre Bourdieu (1986) and subsequently extended by Robert Putnam (2000). Social 

capital denotes the specific features of social organization comprising relational networks, 

collective norms, and interpersonal trust that actively reduce transaction costs, facilitate 

coordination, and enable cooperative action for mutual economic benefit. It qualifies as a form 

of capital precisely because it yields measurable economic returns and can be strategically 

cultivated and deployed. 
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Within this study, social capital emerges as the core operational mechanism through 

which informal financial networks are established and sustained. When a Makassarese 

entrepreneur participates in a local arisan, they are executing an action that transcends a 

simple financial transaction; they are actively investing in an intangible reservoir of social 

assets, including the generalized trust and norms of reciprocity that render peer-to-peer 

lending viable in the absence of legal enforcement. In the Makassar context, social capital 

theory finds vivid empirical embodiment in the cultural philosophy of gotong royong 

(communal cooperation), wherein traditional solidarity is deployed as a pragmatic economic 

tool for collective risk management. Social capital effectively transforms close-knit community 

relationships into an invisible yet highly functional regulatory infrastructure that substitutes 

for weak or inaccessible formal governance mechanisms (Coleman, 1988). 

Table 1. Synthesis of Theoretical Frameworks Applied in This Study 

Theoretical Pillar Core Concepts Application to Informal Finance in Makassar 
Economics of the 
Informal Sector 

Market failure, 
information asymmetry, 
credit rationing, and 
formal institutional 
exclusion 

Explains the structural demand for 
alternative financial systems when 
commercial banks exclude MSMEs lacking 
formal collateral 

Behavioral 
Finance 

Bounded rationality, 
present bias, cultural 
heuristics, moral and filial 
obligations 

Reframes seemingly sub-optimal financial 
decisions (e.g., rejecting formal bookkeeping, 
borrowing from relatives) as rational within 
localized cognitive and cultural frameworks 

Social Capital 
Theory 

Relational networks, 
generalized trust, 
reciprocity norms, gotong 
royong 

Identifies the operational mechanism of 
informal finance: social ties function as 
collateral, and peer accountability drives 
repayment compliance 

Note. Adapted from Bourdieu (1986), Putnam (2000), Stiglitz and Weiss (1981), and 

Thaler and Sunstein (2008). 

3. Methods 

It is essential to include comprehensive details to enable the replication of the work. 

When a reagent is utilized in the study, it is important to specify the supplier's information 

when applicable. Any methods that have been previously published should be cited 

appropriately, with only pertinent modifications being outlined. In the context of 

epidemiological studies, it is crucial to provide information regarding the setting, timing, and 

location of the research. (Please use Heading style -> Text | Malaqbipublisher.com) 

To capture the granular, deeply contextualized micro-dynamics of informal financial 

practices and their structural impacts on entrepreneurial trajectories, this study adopts a 

qualitative, ethnographic research design. Ethnography as an interpretive paradigm demands 

prolonged immersion within the naturalistic setting of research participants to comprehend 

their behaviors, linguistic conventions, and institutional belief systems from an emic or insider 

perspective (Creswell & Poth, 2018). This methodological architecture is uniquely suited to 

investigating informal finance, which is routinely concealed from formal oversight and is 

intricately bound to localized social textures that resist capture through closed-ended survey 

instruments. Unlike quantitative approaches that impose predetermined categorical 

responses, ethnographic immersion allows unexpected thematic dimensions to surface 

organically through sustained daily engagement. 

The empirical dataset was generated through two complementary qualitative methods 

over a continuous six-month fieldwork period conducted in Makassar: participant observation 

and semi-structured in-depth interviews. Participant observation was systematically deployed 

across diverse commercial microenvironments, including traditional marketplaces (pasar), 
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home-based production workshops, and neighborhood meeting spaces (warkop) where 

financial transactions and informal negotiations are routinely staged. The researcher 

embedded himself within these spaces to document the material media of exchange (cash 

versus emerging digital payment technologies), the relational choreography of customer-

retailer interactions, and the normative frameworks governing informal micro-credit 

agreements. This observational immersion enabled the recording of financial life as a lived 

social performance, capturing the specific rituals governing an arisan lottery draw or the 

culturally coded verbal formulations employed when soliciting emergency funds from a 

kinship relation. 

Observational data were systematically triangulated with semi-structured, in-depth 

interviews conducted with 18 small business owners. Purposive sampling was employed to 

ensure meaningful diversity across enterprise sectors encompassing food service, retail trade, 

textiles, automotive repair, and light manufacturing, as well as variation in business longevity 

and gender representation, while maintaining the baseline selection criterion that each 

participant actively engaged with at least one informal financial mechanism. The interview 

guide was intentionally designed with sufficient flexibility to permit dialogues to follow 

participants' natural narrative arcs while systematically probing core themes: initial 

capitalization strategies, working capital management, experiences with formal banking 

institutions, perceptions of financial risk, and the cultural meanings attributed to gotong 

royong and the social consequences of debt default. 

All interviews were audio-recorded with explicit informed consent, transcribed 

verbatim, and subjected to rigorous thematic analysis following the six-phase framework 

established by Braun and Clarke (2006): familiarization with data, initial code generation, 

theme construction, theme review, theme definition and labeling, and final report production. 

Open codes were inductively derived from participant transcripts and iteratively consolidated 

into overarching thematic categories through a constant comparative method. A reflexive field 

journal was maintained throughout to identify and systematically interrogate potential 

sources of researcher bias, ensuring analytical transparency and rigor. 

Table 2. Demographic and Operational Profile of Research Informants (N = 18) 

ID Age Gender Business Type Years Primary Informal 
Mechanism(s) 

F1 45 Female Food Stall 
(Warung) 

12 Family Savings, Traditional 
Arisan 

F2 38 Female Tailoring 
Workshop 

8 Neighborhood Arisan Group 

M1 52 Male Small Grocery 
Retail 

20 Intra-family Loans, Personal 
Cash Savings 

M2 41 Male Automotive Repair 
Shop 

15 Arisan, Peer-to-Peer 
Microloans 

F3 35 Female Home Bakery 5 Family Kinship Capital 
Injection 

M3 48 Male Traditional 
Fishmonger 

25 Market Peer Group Lending 
Network 

F4 55 Female Herbal Medicine 
Retail 

18 Arisan, Religious 
Congregation Fund 

M4 33 Male Electronics Repair 
Stall 

7 Kinship Loans, 
Undocumented Cash Sales 

F5 40 Female Clothing Boutique 10 Arisan, Informal Cash Pools 
M5 50 Male Construction 

Materials 
22 Peer Lending, Unrecorded 

Cash Transactions 
F6 31 Female Online Reseller 3 Family Micro-capital, Arisan 
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M6 44 Male Local Restaurant 14 Kinship Networks, 
Undocumented Revenue 
Streams 

F7 47 Female Beauty Salon 16 Arisan, Personal Unrecorded 
Cash Flows 

M7 39 Male Local Transport 
Service 

11 Peer-based Informal Micro-
finance 

F8 51 Female Neighborhood 
Grocery 

24 Family Emergency Fund, 
Arisan 

M8 43 Male Furniture 
Manufacturing 

13 Market Merchant Peer Group, 
Cash Economy 

F9 37 Female Catering Service 6 Arisan, Direct Kinship Loans 
M9 46 Male Wholesale Agro-

Distributor 
19 Peer Lending Pool, 

Undocumented Cash 

Note. ID codes denote gender (F = Female; M = Male) and sequential number. Years 

refers to years of business operation at the time of fieldwork. 

 

4. Results and Discussion 

4.1. The Arisan as an Institutional Nexus of Trust, Care, and Economic 
Agency 

Among the array of informal financial mechanisms documented among Makassar's 

small business owners, the arisan emerges as the most culturally resonant and 

organizationally pervasive. Functioning as a locally instantiated Rotating Savings and Credit 

Association (ROSCA), the arisan operates through a cyclical financial logic: a defined group of 

participants contributes a fixed sum at regular intervals, weekly or monthly, and the 

cumulative pool is disbursed in its entirety to a single member each cycle, with the recipient 

order determined by lottery, auction, or pre-established rotation. While standard economic 

literature characterizes ROSCAs primarily as rudimentary capital-pooling tools for 

overcoming credit rationing (Besley et al., 1993), this ethnographic analysis reveals that the 

arisan functions as a considerably more complex institutional nexus at which economic 

agency, social care, and relational trust converge to produce what might be termed a 'hybrid 

socio-economic sphere' one that simultaneously capitalizes marginalized entrepreneurs and 

anchors their growth trajectories to communal social logic. 

For female entrepreneurs, who confront disproportionate exclusion from formal credit 

markets due to structural gender biases and insufficient collateralizable assets, the arisan 

represents an indispensable pathway to capital accumulation. The mandatory nature of 

periodic contributions functions as a form of socially enforced savings discipline, converting 

fragmented daily financial surpluses into meaningful lump-sum capital injections. One female 

tailor (F2) articulated this dynamic with particular clarity: when she first sought to establish 

her workshop, she possessed no formal capital. Upon entering a neighborhood arisan at her 

husband's suggestion, contributing only a modest weekly sum, she was eventually positioned 

to receive the lottery draw, which she used to acquire her primary tool of production, a 

professional sewing machine. This narrative confirms that the arisan delivers direct economic 

empowerment by providing an alternative pathway to productive asset acquisition that is 

entirely independent of formal financial institutions. 

Crucially, the arisan cannot be analytically reduced to its technical financial function. Its 

institutional value is explicitly anchored in its affective and relational dimensions, constituting 

what sociologists would recognize as an 'economy of care' (Zelizer, 2005). Regular gatherings 

are not transactionally neutral events; they are vibrant social spaces designed for collective 

emotional support, solidarity reinforcement, and the informal exchange of market 
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intelligence. One informant who operated a herbal medicine retail business (F4) articulated 

this integration compellingly: beyond serving as a financial mechanism, the arisan provided a 

regular communal gathering through which members collectively processed domestic 

challenges, shared childcare concerns, and discussed market fluctuations. When her retail stall 

was compromised by theft, her fellow arisan members responded not merely as financial 

participants but as a care community arriving at her home with provisions and emotional 

solace. This reality underscores that economic transactions within the arisan are permanently 

embedded within the broader architecture of social reproduction. 

However, the dense integration of the social and the financial operates as a double-edged 

institutional sword. The organizational structure of the arisan, predicated on modest, 

predictable contributions and fixed cyclical distribution schedules, is fundamentally 

incompatible with the erratic, large-scale capital demands essential for scaling an enterprise. 

While it efficiently finances incremental asset adjustments (such as replacing a piece of 

equipment or replenishing basic inventory), it cannot generate the substantial capital volumes 

required for major structural expansion, technological transformation, or long-term 

commercial lease acquisition. Entrepreneurs who remain primarily dependent on arisan 

participation consequently risk becoming locked in a self-perpetuating cycle of micro-

investment, reproducing the sub-scale status quo of their enterprises. Furthermore, the 

cultural imperative of maintaining communal harmony subtly discourages the aggressive 

competitive strategies, such as disrupting existing supplier relationships or capturing market 

share from neighbors, that long-term business growth often demands. 

4.2. Family Finance and the Cultural Logic of Kinship Reciprocity 
Beyond structured peer associations, intra-family and kinship-based financing 

constitute the primary structural foundation of the informal financial ecosystem in Makassar. 

This dimension operates entirely outside legalistic state frameworks, functioning instead as a 

de facto credit apparatus governed by deep-seated cultural norms of collectivism, moral 

obligation, and ancestral reciprocity. The ethnographic data consistently indicate that the 

operational survival of a substantial majority of the enterprises studied depends 

fundamentally on this kinship safety net, which transforms the circulation of financial 

liquidity into an explicit expression of familial solidarity and relational commitment. 

For the majority of informants, initial enterprise capitalization was secured through 

non-collateralized family gifts or interest-free kinship loans. One electronics repair technician 

(M4) exemplified this pattern: his father provided the financial foundation for his workshop 

without demanding a formal contract or interest payment, framing the transfer simply as the 

recipient's foundational resource. Furthermore, should his business experience a catastrophic 

failure, he understood that his brother would absorb the shock. This dynamic illustrates that 

kinship finance treats capital not as a detached commodity optimized for standalone financial 

yield, but as a relational medium designed to secure collective family survival across economic 

cycles. Risk management within this system operates according to an institutional logic that 

is structurally inverse to formal banking: where commercial banks rely on legal due diligence 

and courts to enforce contractual obligations, the family financial network mitigates moral 

hazard through intense social monitoring and the threat of severe reputational damage. 

The central enforcement mechanism ensuring debt compliance within kinship networks 

is the profound cultural dread of generating social shame. In the Bugis-Makassar cultural 

tradition, siri, a concept encompassing dignity, honor, and the imperative to avoid public 

dishonor, functions as a powerful normative sanction. In a deeply communal society where 

individual identity is irrevocably tethered to familial reputation, defaulting on an intra-family 

debt constitutes not merely a financial failure but a severe moral collapse that activates 
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neighborhood gossip and fractures kinship alliances. One food stall owner (F1) articulated this 

cultural logic vividly: she would willingly sustain extraordinarily demanding labor rather than 

carry the social weight of being known as someone who failed to honor obligations to her own 

family. This normative sanction functions as an enforcement mechanism that frequently 

operates more effectively than formal state legal instruments in contexts of weak institutional 

capacity. 

The structural flexibility inherent in family finance provides an invaluable institutional 

buffer against macroeconomic volatility, enabling small enterprises to survive severe market 

downturns by pausing repayment without contractual penalties. However, this relational 

flexibility simultaneously introduces a condition of 'benign stagnation.' Because capital 

injections are unpriced, carrying zero interest and no formal repayment schedule, 

entrepreneurs are structurally insulated from the market pressures that would otherwise 

demand rigorous financial tracking, cash-flow optimization, and professional bookkeeping. 

The absence of formal financial management systems thus functions as a formidable barrier 

to long-term growth: the enterprise remains viable enough to sustain immediate domestic 

consumption requirements but fails to develop the organizational infrastructure necessary to 

transition into an accumulative, growth-oriented firm. Additionally, the ethnographic data 

reveal that kinship finance frequently reinforces traditional gender hierarchies, as large-scale 

loans within family networks tend to remain under the control of male breadwinners or 

patriarchal household heads, requiring female entrepreneurs to navigate additional gendered 

barriers to secure significant capital. 

4.3. The Cash Economy and the Flexibility Paradox 
The third structural dimension of informality in Makassar is the systematic execution of 

business operations through undocumented cash transactions. This behavioral pattern is 

rarely a calculated strategy of deliberate tax evasion; rather, it represents a pragmatic, 

institutionally rational response to deep-seated distrust of formal bureaucratic systems, 

administrative overhead costs, and the high-velocity nature of urban micro-retail. Operating 

within a cash-dominated medium yields immediate liquidity and structural autonomy, 

enabling entrepreneurs to bypass cumbersome administrative requirements. However, this 

adaptive strategy generates a profound operational paradox: the very practices that ensure 

immediate survival and operational flexibility constitute the primary structural barriers to 

formal credit access and long-term enterprise scaling. 

An enterprise that transacts entirely through unrecorded cash is, by institutional 

definition, invisible to the formal financial sector. Commercial banks require clean, 

standardized, and auditable financial records as an absolute prerequisite for capital lending. 

By maintaining no formal ledger and commingling household and business accounts, even 

commercially successful informal enterprises find themselves trapped in a precarious 

institutional limbo: they may generate substantial daily revenues, yet they lack the financial 

documentation the institutional 'passport' required to convert that commercial productivity 

into formal scaling loans. This structural friction underscores the critical developmental 

importance of accounting information quality and financial record-keeping in contemporary 

development economics (World Bank, 2020). 

Comparative analysis positioning Makassar within a broader regional framework reveals 

important contextual specificities. While all major Southeast Asian metropolitan centers, 

including Jakarta, Bangkok, and Manila, maintain massive informal financial sectors driven 

by rapid urbanization and formal institutional gaps, Makassar's informality exhibits a 

distinctively localized cultural geography. Jakarta's informal economy is characterized by 

highly transactional, multi-ethnic commercial intermediary networks; Manila's is shaped by 
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entrenched patron-client political syndicates; Makassar's, by contrast, remains stubbornly 

anchored in horizontal social networks and the traditional philosophy of gotong royong. This 

cultural embeddedness produces a distinctively resilient economic landscape that 

simultaneously constrains scalability, a dynamic that has significant implications for the 

design of region-specific financial inclusion policies. 

Table 3. Thematic Coding Framework with Illustrative Participant 

Quotations 

Theme Sub-theme / Code Illustrative 
Participant Quote 

Frequency (N=18) 

Social Capital as 
Financial 
Infrastructure 

Arisan as Mandatory 
Savings Discipline 

"That arisan gave me 
my first professional 
sewing machine." (F2) 

16 of 18 informants 

Social Capital as 
Financial 
Infrastructure 

Community 
Monitoring as Default 
Prevention 

"People here know 
everything. You 
cannot hide a debt." 
(M3) 

14 of 18 informants 

Kinship Reciprocity & 
Moral Obligation 

Interest-free Family 
Loans as Foundational 
Capital 

"My father said: 'This 
is your foundation.' 
No contract, no 
interest." (M4) 

15 of 18 informants 

Kinship Reciprocity & 
Moral Obligation 

Siri (Honor-Shame) as 
Debt Enforcement 

"I would work twenty 
hours a day before 
facing that shame." 
(F1) 

13 of 18 informants 

Cash Economy & 
Institutional Distrust 

Operational 
Invisibility as 
Strategic Choice 

"Cash makes life 
simple. The bank only 
creates problems." 
(M5) 

17 of 18 informants 

Flexibility Paradox Short-term Resilience 
vs. Long-term 
Scalability Trap 

"The arisan keeps me 
afloat, but it cannot 
build a second outlet." 
(F7) 

12 of 18 informants 

Economy of Care Emotional Support 
Embedded in 
Financial Events 

"When my stall was 
robbed, they came to 
my home with food." 
(F4) 

11 of 18 informants 

Note. Frequency data indicate the number of informants (out of N = 18) whose 

transcripts contained codes classified under each sub-theme. 

5. Conclusion 

This ethnographic investigation of informal financial practices among small business 

owners in Makassar yields a culturally grounded and theoretically nuanced portrait of the 

informal financial landscape, one that compels a fundamental reframing of conventional 

development economics narratives. The evidence firmly establishes that informal mechanisms 

are not structural deficits awaiting corrective state intervention; they are highly organized, 

culturally adaptive systems of economic agency that provide essential capitalization and social 

insulation to entrepreneurs who are systematically excluded from formal banking paradigms. 

The three core dimensions examined in this study, arisan, kinship-based finance, and cash-

economy operations, derive their institutional power from substituting formal legal 

infrastructure with dense relational capital and culturally embedded norms of reciprocity. 

The 'flexibility paradox' identified in the analysis, wherein the very features that render 

informal finance resilient and accessible simultaneously constrain formal scalability, 

represents this study's most significant theoretical contribution. This paradox cannot be 

resolved by simply expanding financial literacy or transplanting Western banking products 
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into Indonesian informal economic contexts. Its resolution demands a more profound 

institutional innovation: the co-design of hybrid financial instruments and regulatory 

frameworks that actively recognize and incorporate the social capital embedded in informal 

networks, rather than seeking to replace them. Only by treating informal financial systems as 

sophisticated, culturally grounded institutions worthy of engagement rather than elimination 

can policymakers and financial practitioners unlock the full developmental potential of 

Southeast Asia's vast and dynamic entrepreneurial margins.  
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