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Abstract: The development of halal tourism in Indonesia is the focus of the Indonesian government
and MSMEs have an important role in supporting the development of halal tourism in Indonesia.
This study aims to examine the relationship between marketing communication and Islamic finan-
cial literacy on Islamic financial inclusion and MSME performance in the halal-tourism sector. A
covariance-based SEM technique utilizing LISREL software was used to analyze the data from this
investigation. Nonprobability sampling was employed to collect the data, and the sample consists of
152 halal-tourism entrepreneurs. This study found a positive and significant association between
Islamic financial inclusion and business performance. This study also found that there is a positive
and significant association between Islamic financial literacy and Islamic financial inclusion. Market-
ing communication and Islamic financial inclusion have a positive relationship, but it is insignificant.
This study implies that to establish a halal-tourist ecosystem for long-term development in Indonesia,
commercial actors must lend their full support. This study demonstrates that they can thrive when
MSMEs in the halal-tourist ecosystem are backed by Islamic banking and Islamic rural banks. As a
result, a more accommodating approach from Islamic banking is required to provide access to halal
finance for business actors in Indonesia’s halal-tourism ecosystem.

Keywords: marketing communication; islamic financial literacy; islamic financial inclusion; MSMEs
performance

1. Introduction

Tourism is one of the leading wheels of a country’s economy; several countries rely
only on tourism to fuel their economy. Andorra is one of the few countries where tourism is
the principal source of state revenue, accounting for 80 percent of the country’s GDP (gross
domestic product). Not only do countries such as Andora lack superior resources except
in the tourist industry, but tourism has also become a trend of economic development of
countries around the world because it has a significant impact on a nation’s life. According
to a World Travel and Tourism Council (WTTC) assessment of the global economic effects of
traveling and tourism activities, the tourism and travel sector generated 3% of total global
GDP in 2015. In 2019, this contribution increased to 10.3 percent of the total global GDP. The
absorption of labor is the direct influence of tourism and traveling activities on GDP. In 2015,
the number of workers directly absorbed (direct contribution) by the tourism and travel
sector was 107.8 million (3.6 percent of the total workforce). In the meantime, the actual
contribution (indirect impact) on employment reached 283.6 million (9.5 percent of the
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entire workforce), while the amount of labor absorbed in 2019 gained 330 million workers,
or 10.4 percent of total employment [1]. During the COVID-19 pandemic, employment
from the tour and travel sector increased from 271.3 million in 2020 to 289.5 million in
2021 [2].

The development of GDP and employment impacts the survival of the tourist and
travel business. This GDP generation is due to a rise in the number of investments, with total
investment in this industry reaching USD 774.6 billion in 2015, accounting for 4.3 percent
of total global investment. It climbed by 4.5 percent in 2016, with a total investment
value of USD 1.3 trillion. According to the survey, it is likewise dominated by vacationers
(tourism). According to the report, overseas tourists account for 76.6 percent of all visitors.
The remaining 23.4 percent, on the other hand, was due to official travel or business
matters. Meanwhile, overall investment in 2019 totaled USD 948 billion, accounting for
4.8 percent of total global investment [1]. Indonesia ranks fourth in terms of the number
of international tourists visiting the ASEAN area. The Ministry of Tourism said that
10.87 million foreign tourists visited Indonesia in 2016, exceeding the target of 12 million
foreign tourists set for 2016. As a result, Thailand ranked first with 27 million international
tourists, followed by Malaysia with 17.6 million. On the other hand, Singapore ranked
third, with 12 million foreign visitors in that month. Meanwhile, foreign tourist arrivals in
2019 totaled 16.11 million, a 1.88 percent rise over the previous year [3].

They perceive the attractive function of tourism in boosting a country’s economy
and the competitiveness of Indonesian tourism, which is still inferior to neighboring
countries as a foreign tourist destination. As a result, through the Ministry of Tourism and
Creative Industries, the Indonesian government conducts numerous efforts to enhance
national tourism to expect many foreign tourists to visit. In addition, domestic tourists may
also call, boosting the economy of the selected tourist destination. This national tourist
development comprises enhancing facilities, increasing the promotion budget, and building
infrastructure to host international events. Furthermore, in addition to expanding existing
tourism, the government prioritizes halal or sharia tourism. The goal is to attract more
tourists from Muslim-majority countries.

Halal tourism has recently received a lot of attention. Halal tourism is defined as
tourism that complies with all criteria of Islamic law drawn from the Al-Qur’an and As-
Sunah as guidelines [4]. Halal tourism is a tourist location that has been well-planned and
chosen following sharia principles, as the atmosphere in this tourism environment is free
of any banned contamination. Meanwhile, a halal tourist destination is a geographical area
within one or more administrative regions that contains tourist attractions, religious and
public facilities, tourism facilities, accessibility, and communities that are interconnected
and complement the realization of a statement by the sharia principle. sharia tourism is
separated into numerous components, including Islamic hotels, Islamic travel agents, halal
restaurants, and Islamic tourism artifacts. Tourism growth has a substantial influence in
terms of increased original local government revenue and investment in regional develop-
ment. An increase in money from the tourism sector provides locals with more power in
their lives since it opens them to more work alternatives. This strategy benefits investors
because the government has made it easier to open new business opportunities in the
tourism sector [5].

Halal tourism becomes a distinct trend for a country since the amount of foreign
exchange it can bring in for the country is significant. This is attributable to an increase
in the number of Muslim tourists worldwide. In 2016, the number of Muslim travelers
increased to 121 million and is expected to expand to 156 million in 2020 (assuming no
COVID-19 epidemic), with a total expenditure of USD 220 billion and expected to reach
USD 300 billion in 2026 [6]. To capture the hearts of potential visitors and persuade them
to visit a place, a systematic and measurable effort is required with the support of all
stakeholders. The Indonesian government is working hard to compete worldwide in
attracting foreign tourists by developing a sustainable halal-tourism ecosystem.
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Increasing global interconnectedness and rapid environmental changes emphasize
the importance of competition in attracting foreign tourists. Tourism is now seen as an
important engine of economic growth and development in many countries. This condition
will justify the allocation of resources to attract more visitors by increasing their competitive
position [7]. The development strategy of the halal-tourist ecosystem in Indonesia employs
a Penta helix strategy, with five factors intended to promote the growth and development of
halal tourism in Indonesia. In halal tourism, the five elements are the government, media,
academics, communities, and commercial actors. The Global Muslim Travel Index (GMTI)
recognized Indonesia with the “World Best Halal Travel Destination” award in 2019 for the
hard work of all these factors in the growth of halal tourism in Indonesia [8]. Tourist-object
managers, transport or ticketing businesses, hotels, restaurants, gift stores, or goods are
essential components of the halal tourism development ecosystem. However, despite its
importance in absorbing labor and investment, the tourism industry, a subsector of the
creative economy, has gotten less attention from the banking industry, particularly Islamic
banking. In 2017, only 6% of tourism-sector actors used financial institutions, while 94% of
tourism-sector company actors continued to rely on private finance [9].

Financial inclusion is very important in creating a country’s economic growth because
every individual has the opportunity to access financial institutions [10]. It is important for
MSMEs to increase financial inclusion because MSME development without the support
of financial institutions will be difficult to realize [11]. Scholars have studied the potential
of banking financing to boost rural tourism. Due to a drop in agricultural real income, a
lack of genuine economic alternatives, and demographic difficulties, small local companies
that valorize natural, cultural, and anthropological resources could contribute to rural
sustainable development. However, the majority of them require financial assistance from
private creditors (banks) [12]. Islamic banks are alternatives and solutions that can be
utilized by business actors for business development because empirically Islamic banks are
more resilient to crises and more efficient than conventional banks [13]. Islamic financial
institutions also provide fairer financing for entrepreneurs [14].

With the engagement of Islamic banking in the tourism industry, halal business is
predicted to promote growth in the sector and boost its market share and Islamic banking
market share in Indonesia. To date, Islamic banking has only had a 6.1 percent market
share. It is hoped that the penetration of this industry will boost the market share of Islamic
banking and the incorporation of Islamic financing in the tourism sector. The performance
of MSMEs in the tourism sector is arguably still low if the guidelines for their contribution
to GDP have only reached 4.80 percent in 2019. However, there is a positive trend, namely
an increase from the previous year, although in previous years the contribution was lower
than in 2019. In 2015 the contribution of the tourism sector to Indonesia’s GDP reached
4.25 percent; then in 2016, it decreased to 4.13 percent, and in 2017 it decreased again to
4.11 percent. Although in 2018 it increased to 5.25 percent. Then in 2019, the contribution to
GDP reached 4.7 percent, and in 2020 decreased to 4.05 percent [15]. Employment of MSMEs
in halal tourism is also low when compared to other sectors. In 2018, the tourism sector was
only able to absorb a workforce of 12.7 million workers. The COVID-19 pandemic in 2020
made the tourism sector suffer the biggest losses compared to other sectors in Indonesia. In
a difficult situation such as this, the financial sector has a crucial role in helping to restore
the tourism sector in Indonesia, including Islamic banking. Therefore, it is important for
both individuals and MSMEs to increase financial inclusion.

Several studies highlight that the determinants of Islamic financial inclusion are fi-
nancial literacy [16–18]. Apart from financial literacy, marketing communication is also an
important element in promoting Islamic financial products to potential customers [18,19].
Ignorance of potential customers about the existence of Islamic financial products has
resulted in little access to Islamic finance by entrepreneurs in the tourism sector in In-
donesia. This study aims to investigate the role of marketing communication and Islamic
financial literacy in creating financial inclusion for entrepreneurs in the halal-tourism sector
in Indonesia.
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In national policy, the government of Indonesia has a strategy on how to develop
Islamic financing for the halal-tourism industry sector and small and medium-sized enter-
prises. Based on the 2019–2024 Indonesian Sharia Economic Masterplan published by the
Indonesian National Development Planning Agency, the development of the halal industry
in Indonesia cannot be separated from the development of the national halal supply chain.
It is stated in the document, that the Islamic financing aspect has an opportunity to serve
the halal tourism industry subsector. These opportunities include (1) the growing and
varied Sharia financing, (2) collaborative opportunities to obtain financing from banks and
the issuance of sukuk, and (3) the development and implementation of Sharia insurance
schemes for commercial tourism. However, it is also suspected that there are challenges in
financing the halal tourism industry subsector, namely Islamic financial institutions do not
yet have specific financing targets for the halal industry, including halal tourism [20].

This research is an initial effort to explore the development of halal tourism from
the supply side. To the author’s knowledge, investigating the role of Islamic financial
institutions in developing MSMEs in the tourism sector (supply side) has never been
carried out by previous researchers and this is the research gap and novel of this research.
The author founds that studies on halal tourism are still dominated by the demand side,
such as [21,22]. Several additional scholars, such as [23–28], also focus on the notion of halal
tourism and the key difficulties associated with its development. The findings of this study
are likely to contribute to the growth of halal tourism in Indonesia and the development of
MSMEs in the Indonesian halal-tourism ecosystem. Furthermore, this research is expected
to be able to help achieve the master plan of the Indonesian Islamic economy by examining
the factors that influence the acceptance of Islamic banks in halal tourism SMEs.

This paper is organized into five sections. The first part discusses the research back-
ground which consists of phenomena and research gaps. In the second part, it discusses
the literature review related to the role of Islamic financial literacy and marketing com-
munications in creating Islamic financial inclusion and the performance of SMEs in the
halal-tourism sector, as well as previous research. The third section discusses research
methodology and the fourth section discusses research results and discussion. The last
section discusses the research conclusions and policy recommendations.

2. Literature Review
2.1. Halal-Tourism Concept

Halal tourism is a novel approach to meeting the travel needs of Muslim travelers.
Most Indonesians, however, misunderstand the concept of halal tourism because it is
confused with religious tourism, even though the two are distinct [29]. Halal tourism
is a novel concept. This is not religious tourism in the same way that Umrah and Hajj
are. Instead, halal tourism is tourism that provides vacations and vacation styles that are
tailored to the needs and desires of Muslim guests. In this scenario, the hotel can assist
the Muslim guest with Islamic compliance, such as no alcohol at the hotel [30]. There are
numerous words used to describe halal tourism, such as Islamic tourism [28,31,32] and
halal tourism [25–27,31]. Halal tourism refers to the traveling activities of Muslims who are
migrating from one location to another or who are residing in a location other than their
regular residence for less than a year and engaging in activities with Islamic objectives. It
should be mentioned that Islamic activities must adhere to universally accepted Islamic
norms, i.e., halal [22]. Halal tourism refers to any activities related to tourism that must suit
the needs of a Muslim traveler, such as the availability of places of worship, kosher food, or
food that is classified as Muslim friendly [23,24,33]. Nonetheless, academics’ use of halal
tourism or Muslim-friendly terminology is still contested and contradictory. As a result,
standardization is required to use the same terms [34]. The Indonesian government defines
halal tourism as an activity supported by a wide range of facilities and services supplied
by communities, businesses, the government, and local governments that adhere to sharia
law [23].
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The Ministry of Tourism and the Creative Economy uses the penta helix concept as
a halal-tourism ecosystem in establishing the notion of halal tourism. This halal-tourism
ecosystem is predicted to hasten national tourism development, as seen by increasing the
number of tourists visiting Indonesia. The penta helix concept evolved from the triple helix
concept, including government, academia, and businesses [35]. Their essay stressed the
importance of collaboration among government, academic, and corporate actors in creating
and developing innovations on a national and regional scale.

Arif Yahya, Indonesia’s Minister of Tourism, announced the penta helix plan for
tourism growth. The Republic of Indonesia’s Minister of Tourism Regulation (Permen)
No. 14 of 2016 on Guidelines for Sustainable Tourism Destinations. The regulation aims
to develop orchestrations to ensure the quality of activities, facilities, and services, and
generate experiences and value for tourism benefits. The law also aims to give advantages
and benefits to society and the environment. As a result, it is critical to promote the
tourist system by maximizing business, government, community, academic, and media
(BGCAM). Arif Yahya underlined that promoting Indonesian tourism is the responsibility
of all stakeholders in the tourism ecosystem, not only the government [36].

According to the penta helix concept, the government is responsible for tourism
infrastructure such as developing roads and airports as access to a tourism location via
a GI rating. Furthermore, the government serves as a regulator and a facilitator for all
stakeholders. Universities serve as drafters, putting together the findings of field studies
and applied research to help accelerate the development of halal tourism. The research
university will be given to the government in order for it to design policies and offer
businesspersons opportunities to grow their businesses. Business actors, as the third
component of the halal-tourist ecosystem, are at the heart of tourism activities. They
provide tourist facilities by constructing a tourist-friendly region with Muslim passengers
as a halal package, halal accommodation, halal food and beverage, and halal financial
airport service [24]. Many people work in the halal-tourism industry, including providers
of tourist attractions, hotels, restaurants, travel, transportation, and other supporting
businesses such as gift shops and products. Meanwhile, the community is the fourth
component of the penta helix. The community acts as a catalyst for the growth of halal
tourism. They can mobilize their community to travel, resulting in a congested tourist
area, which is critical in the development of halal tourism [22]. The final penta helix
is mass media, which accelerates the development of halal tourism in Indonesia. This
provides information that the concept of halal tourism is a concept that is in line with
Islamic teachings, not contradictory to Islamic values.

2.2. Financial Literacy and Marketing Communication

Increasing the Islamic financial literacy of business actors is one strategy to improve
financial inclusion in the MSMEs sector. Financial literacy is defined as the awareness,
information, skills, attitude, and behavior required to make wise financial decisions and
attain individual financial well-being [37]. The Indonesian Financial Services Authority
(OJK) has developed an Islamic financial literacy strategy that focuses on target groups such
as students, college students, communities, and business actors [38]. The goal of enhancing
financial literacy is to understand Islamic finance and, of course, to be able to handle
finances. Someone who is well versed in financial literacy is more likely to successfully
manage their funds [39] and to make sensible financial judgments [40,41]. Business actors
that understand financial literacy are more likely to successfully run their enterprises [11].
Furthermore, some researchers have found a favorable and significant association between
financial literacy and financial inclusion [16,42–44].

In addition to financial literacy, Islamic financial inclusion in business actors can
be caused by Islamic banking marketing communication. Marketing communication
in Islamic banking can be defined by researchers as how Islamic banks communicate
with their customers and potential customers to convey their corporate values, update
information about the bank and products, and share their advantages or objectives through
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various communication channels [19]. The goal of marketing communication is to persuade
potential customers to make financial purchases. They will create financial inclusion
through financial transactions [18]. Advertising through various media such as billboards,
television, banners, and social media is one form of marketing communication that Islamic
banking can engage in. Advertisement in the financial services industry delivers essential
information about products and services [19]. Relationship marketing is another type of
marketing communication that Islamic banking might use.

Relationship marketing in the banking industry is defined as operations carried out
by the bank to interact, communicate with, and retain more profitable or high net-worth
customers [45]. It is envisaged that through implementing relationship marketing, mar-
keting services will be able to persuade potential clients to undertake transactions with
Islamic banks by delivering superior personal services [46,47]. Marketing communications
are focused on four components: first, developing a comprehensive advertising campaign
to promote bank credibility, reputation, and image to MSMEs. Second, encourage the
introduction of new items and the modification of existing ones. The third entails ongoing
public relations, regular interviews, and media events to keep MSMEs informed about
bank activity. Employee skills and organizational knowledge were finally being scaled
up [48]. Thus, it can be concluded that the concept of Islamic financial literacy refers to
one’s understanding of various Islamic finance related to awareness, knowledge, skills,
attitudes, and behavior. A good understanding of Islamic finance will make a person make
consistent decisions about personal and family finances. On the other hand, marketing
communications are activities carried out by a person or company to get closer to customers
and potential customers.

2.3. Islamic Financial Inclusion and Business Performance

Islamic banking and Islamic rural banking, as halal finance, play an important part
in the development of the Islamic economy. The presence of Islamic banking and Islamic
rural banks is intended to make the greatest possible contribution to the real sector. Islamic
banking and Islamic rural banks can play this function by providing finance to business
players as well as other services such as deposits, transfers, online banking, and mobile
banking to help enterprises in the real sector. As a result, the incorporation of Islamic
finance for business actors in the halal-tourist ecosystem is a must. Financial inclusion
is defined as “the process of ensuring vulnerable groups, such as weaker parts and low-
income groups, access to financial services and timely and enough credit where needed
at an affordable cost” [49]. The researcher can assess financial inclusion by examining
access and impediments [10]. Access to Islamic banking for businesses is still being actively
pursued by all stakeholders. However, due to the lack of accessibility in Indonesia, the
Islamic banking and regulatory industries remain underdeveloped. The provinces of
Jakarta have the highest level of inclusion, while the provinces of East Nusa Tenggara have
the lowest [50]. In general, public access to banking is limited, with Indonesia ranking 75th
out of 137 countries [10].

Since it is difficult to develop without financial inclusion, business actors’ access to
formal financial institutions is likely to have an impact on their business development [11].
Financial inclusion can also increase the performance of businesses, according to empirical
evidence [43,44,51,52]. The World Bank also urges every nation with a low degree of
accessibility to develop financial inclusion for low-income people and micro, small, and
medium enterprises (MSME) under the program financial inclusion support framework
(FISF) (MSMEs). Through Minister of Finance Regulation No. 22/2010 on access to finance
for micro- and small enterprises, the Indonesian government has also made different
measures to ensure that business players, particularly MSMEs, can formally access financial
institutions. This policy’s goal is to help business actors improve their business performance.
One indicator of their success is the expansion of their firm, an increase in the number
of employees, and an increase in financial and nonfinancial capability [53,54]. For this
reason, the concept of Islamic financial inclusion is a concept in which a person conducts
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financial transactions with Islamic financial institutions, whether in the form of opening a
savings account, financing, or using their products. Therefore, it is important for everyone,
especially for business actors, to increase financial inclusion in order to be able to improve
company performance.

2.4. Previous Studies and Hypothesis Development

The development of halal tourism in the last two decades has received attention from
many parties, such as the government, business actors, and researchers. Researchers are
interested in conducting studies related to halal tourism. Preliminary studies highlight the
readiness of Muslim countries to implement the concept of halal tourism [29] and also high-
light issues related to the concept of Islamic tourism [28,31,32], or Halal tourism [25–27,31].
The concepts of halal tourism, Islamic tourism, and Muslim tourist are concepts that were
often used from 2004–2021 [55]. In the last decade (2012–2022) there has been more re-
search on halal tourism in Indonesia from the demand side; for example, the interest of
generation Z travelers to use halal-tourism applications in Indonesia and found the fact
that the determining factor for generation Z for interest in using the application is the
perceived ease of use and perceived usefulness [56]. Other researchers also highlight the
determinants of Muslim travelers’ interest in visiting halal tourist attractions in Indonesia
and the results show that perceived behavior control, perceived value, and trust are the
main determinants of Muslim travelers in Indonesia to visit [57]. There are also highlights
for Muslim millennials generation to make visits to halal tourism and showing the results
that travel destinations, religiosity, travel motivation, and Islamic attributes are the main
determinants of Muslim millennials’ interest in visiting tourism destinations [58]. There
are also researchers who discuss the behavior of customer purchase intention on halal
travel and tourism and the results show that halal marketing is the first aspect that is a
priority to do. Halal awareness is also a key priority for the successful development of
halal tourism in Indonesia [21]. Other topics from the demand side are perceptions of halal
tourism [59], tourist experience in halal tourism [60], and Muslim tourism to revisit tourism
destinations [61].

Several other researchers are interested in discussing government regulation in the
development of halal tourism in Indonesia, including those related to halal product guaran-
tees and the lack of comprehensive regulations in Indonesia [62]. Halal governance is also
an interesting issue for researchers in Indonesia who disclose the existing halal certification
process in Indonesia and also reveal that there are halal certification institutions in several
countries in Asia, New Zealand and Australia, Europe, America, and South Africa that are
approved by certification board for halal in Indonesia, namely LPPOM-MUI [63]. Mean-
while, discussion of halal tourism from the supply side is still very rare and the authors
have not met those who discuss financial inclusion and Islamic financial literacy. Among
those discussing halal tourism from the supply side is related to halal certification for food
operators and it was found that knowledge of halal tourism is a driving factor for food
operators to carry out certification [64]. Then, there are those who discuss halal certification
in hospitality where hotel owners say halal certification has not become a priority due to
the lack of effort to implement halal standards [65].

Several researchers have also discussed the development of halal tourism objects in
Gorontalo, where tourism is generally able to contribute but there are still many aspects
that need to be improved [66]. Other researchers promote the potential of Kudus as a new
international pilgrimage destination for halal tourism by highlighting local wisdom [67].
Meanwhile, discussions regarding the role of financial institutions in developing MSMEs
in the tourism sector in Indonesia are still rare. Among them is the development of halal
tourism in rural areas in Bengkulu, Indonesia where this research recommends that Islamic
banking develop a financing model by combining internal and external funding sources
such as zakat, infaq, and alms [68]. However, there are several studies related to the
financing of tourism destinations in several countries that can be used as a reference in
this research. For example, the development of rural tourism in Romania, researchers
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found that there were two keys to success, namely government programs and the role of
banks [12]. Research in Africa also found that the level of financial literacy has an impact
on the success of MSMEs [11,43–45,52]. The following is resume of previous studies and
research gaps (Table 1).

Table 1. Previous Studies and Research Gaps.

No. Dimension Focus Study Research Gap

1 Regulation Government Regulation [62] This study focuses on MSMEs in the
halal-tourism ecosystemRegulation of halal certification [63]

2 Demand Side Investigation of traveler intention on halal
tourism [56–58]

This study focuses on the supply side
namely the development of MSMEs in
supporting of the halal-tourism ecosystemInvestigation behavior of customer purchase

intention on halal tourism [21,58,59,61]

3 Supply Side Halal certification on food operator and hotel [64]
This study focuses on financial literacy and
financial inclusion of MSMEs in halal
tourism

Development of tourism object [66,67]

Previous studies only discussed the
development of halal-tourism objects,
while this study discussed the role of
financial literacy and financial inclusion in
developing MSMEs in halal tourism.

Financing for MSMEs in the tourism sector [12,68]

Previous study focuses on conventional
financing for MSMEs in tourism and this
study focuses on Islamic financing for
MSMEs in halal tourism

Financial literacy and financial inclusion for
MSMEs [11,42–45]

Previous studies focus on the conventional
perspective, this study focuses on MSMEs
in halal tourism and the Islamic
perspective.

4 Concept of halal
tourism Halal Tourism [25,26,28,32] This study focuses on the development of

MSMEs in the halal tourism ecosystemIslamic Tourism [32,33]
Muslim Friendly [35]

Source: Authors Resume, 2023.

2.4.1. Relationship between Islamic Financial Literacy and Islamic Financial Inclusion

The authors were unable to locate any research on the function of Islamic banking in
fostering business growth in the tourism sector, but numerous academics have undertaken
similar studies. For example, some reseacher have evaluated the association between
Uganda’s financial literacy and financial inclusion. There is a positive and substantial asso-
ciation between financial Literacy and financial inclusion, according to a study including
169 samples and evaluated with ModGrap [45]. A study in Uganda involving 5000 respon-
dents about the role of microfinance in increasing financial inclusion for the poor. The study
was analyzed using SEM AMOS, where financial literacy among the poor has a positive
impact on increasing financial inclusion in Uganda [44]. Another study also investigates the
relationship between financial literacy with financial inclusion of the poor in the rural area
of Uganda. With the 375 respondents, they found that there is a positive relationship [43].
In the context of MSMEs, a study in Indonesia investigated 198 entrepreneurs using the
SEM Bootstrap approach and found the empirical fact that Islamic financial literacy has a
positive relationship with Islamic financial inclusion but is insignificant [18]. Some studies
also conducted an investigation into the creative economy sector where there is a posi-
tive and significant relationship between Islamic financial literacy and Islamic financial
inclusion. This study involved 62 business owners in the creative economy sector and
was analyzed using SEM GSCA [69]. Another researcher also investigated the relationship
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between financial literacy and financial inclusion in Kalimantan, Indonesia. Involving
100 MSMEs and analyzed using SEM-PLS, they found that there are positive and significant
relationships for both [70]. This illustrates that financial literacy has an important and
significant role in increasing MSME financial inclusion. Thus, following our hypothesis:

H1: Islamic financial literacy positive impact on Islamic financial inclusion.

2.4.2. Relationship between Marketing Communication and Islamic Financial Inclusion

Marketing communication has a very vital role in promoting a product. The purpose
of marketing communications is to motivate potential customers [18]. Prospective potential
customers can be influenced through various appropriate promotional activities [71,72].
Islamic banking must increase the intensity of its marketing communications so that poten-
tial customers can become customers [11]. Empirical facts also show that it will influence
someone in making decisions. Companies that do relationship marketing in the long term
will be able to attract customers and retain customers [73]. Another scholar interviewed
198 people in Surakarta, Indonesia about purchasing Islamic banking products, and the
most important aspects were product knowledge and social context [74]. Meanwhile, an-
other study discovered that marketing communication influences the inclusivity of Islamic
finance for business actors [18]. The results of this study illustrate the need for compa-
nies to promote marketing communication with customers and prospective customers in
order to create financial inclusion. Based on the above explanation, the following is our
next hypothesis:

H2: Marketing communication’s positive impact on Islamic financial inclusion.

2.4.3. Relationship between Islamic Financial Literacy, Islamic Financial Inclusion, and
Business Performance

Company performance can be influenced by several factors, including financial literacy
and access to financial institutions. Some researchers have explored the influence of Islamic
banking in promoting business actors in the creative economy sector. The study’s findings
indicate that the varied incorporation of Islamic finance has a favorable and significant
impact on the growth of enterprises in the creative economy sector. According to the
findings of the preceding study, financial inclusion is critical to business development. What
variables impact business players ready to buy products from formal financial institutions
such as Islamic banking is no less essential. The study also found that entrepreneurs who
have good financial literacy are able to develop their businesses well [69]. More precisely,
a study discovered that business actors that have access to financial institutions are more
likely to succeed in their endeavors. The study included 90 business actors in Malang,
Indonesia’s MSMEs sector, and was analyzed using partial least squares (PLS). Another
study discovered the same thing in Kalimantan, Indonesia where financial inclusion plays
a critical role in the development of enterprises in the MSMEs sector [70]. Another study
investigated 375 small creative businesses in Yogjakarta, Indonesia and the relationship
between financial literacy and business performance. He found that there are positive
relationships for both [75]. The results of this study provide an indication that financial
literacy and financial inclusion are two important components that can help companies
improve their performance. Based on the aforementioned description, the authors offer the
following study hypotheses:

H3: Islamic financial literacy’s positive impact on business performance.

H4: Islamic financial inclusion’s positive impact on business performance.

Based on the description above, the empirical framework in this study is as follows
(Figure 1):
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3. Method

This study refers to previous studies [42–44]. There are several stages in the methodol-
ogy, namely the selected variable, data collection, and data analysis.

3.1. Variable Selection

This research aims to examine the role of Islamic banking in the development of
MSMEs in Indonesia’s halal-tourist ecosystem. This contribution is visible at the level
of Islamic financial inclusion for MSMEs which is projected to improve their business
performance. Therefore, this study will investigate the relationship between financial
inclusion and MSME business performance in Indonesia’s halal-tourism environment. In
addition, this study will examine the causality of the relationship between exogenous
variables, such as financial literacy, marketing communication, and financial inclusion, and
endogenous variables, such as business performance.

We employed four variable delay variables and twelve indicator variables in this in-
vestigation. Financial literacy, marketing communication, financial inclusion, and company
performance are the four latent variables. There are three indicator variables for financial
literacy: awareness (X1), knowledge (X2), and skill (X3). Relationship marketing (X4) and
advertising are two indicator variables in marketing communication (X5). Access (X6),
utilization (X7), obstacles (X8), and quality are the four indicator variables for financial
inclusion (X9). Finally, there are two indicator variables for business performance: sales
growth (X10) and profit growth (X11).

3.2. Data Collection

This research was carried out at the time of the COVID-19 pandemic which was
full of uncertainty. The government also imposed a ban on outdoor activities during the
COVID-19 pandemic. Research conducted under uncertainty can have an impact on the
accuracy of research data and results [76]. Under uncertainty, research data can be collected
using artificial intelligence techniques such as using online questionnaires rather than
using traditional data techniques because they are faster and more accurate [76]. This
study was designed with a belief function theory approach. Belief function theory is a
framework for collecting data under uncertainty [77]. For the accuracy of data collection,
our research questionnaire was addressed to a community of entrepreneurs who support
the halal tourism sector in Indonesia such as hotels and homestays, restaurants, tours and
travel, transportation, and souvenirs and analyzed using the structural equation modeling
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(SEM) approach. The business community includes The Indonesian Hotel and Restaurant
Association (IHRA), the Association Tourism Halal Indonesia (PPHI), the We Halal Consor-
tium, Risen Muslim Entrepreneurs (BPM), and the Generation Entrepreneurs Professional
(GenPro). Online questionnaires are distributed to the entrepreneur community through
social media platforms such as WhatsApp, Facebook, Line, and Instagram. We get feedback
from 274 respondents who completed the online questionnaires. After screening, there
were only 152 responders who met the study’s criteria. The number of samples has fulfilled
the analysis criteria using the SEM approach, which is between 100 and 200 samples [78].

3.3. Data Analysis

This research conducted SEM for the analysis method. SEM is a powerful method
for estimating multiple and concurrent relationships involving several dependent and
explanatory factors and it allows for the inclusion of latent variables that cannot be mea-
sured directly but may be described as a function of other measurable variables. This
brief definition of SEM does not do credit to the intricacy of the processes needed in build-
ing a structural equation model, but it does highlight SEM’s distinction from statistical
methodologies [79]. SEM is an appropriate method to examine the latent variables. A single
dependent variable is related to one or more independent (explanatory) factors in linear
regression, with the premise that these explanatory variables are fixed, independent of each
other, and exogenous (which means that they are determined outside the relationship).

This study was evaluated with LISREL 8.7 software and a covariance-based struc-
tural equation model (SEM) technique (CB-SEM). Several researchers [80,81] indicate that
research undertaken to test theory should utilize CB-SEM, whereas research conducted
to forecast a construct should use PLS-SEM. This study employs CB-SEM with LISREL
software to evaluate and corroborate assumptions concerning financial inclusion, financial
literacy, marketing communication, and business success. There are two steps in CB-SEM
analysis, namely confirmation of factor analysis (CFA), measurement evaluation, and struc-
tural evaluation. CFA consists of measurement evaluation (loading factor values for each
construct) and the goodness of fit (GOF) models. The loading factor for each relationship
between the latent variable and an indicator variable is 0.5 while the others criteria for the
goodness of fit model is as shown at Table 2 below:

Table 2. Goodness of Fit Model Criteria.

No. The Goodness of Fit Model Category Criteria

1 Chi-Square [78] Small is better
2 Probability [78] >0.05
3 Goodness of Fit Index (GFI) [78] >0.90
4 Average of Goodness of Fit Index (AGFI) [78] Usually below GFI
5 Root Mean Square Errors of Approximation (RSMEA) [78] <0.08

4. Results
4.1. Respondent Profile

Respondents in this study were dominated by men with a total of 87 or 57.24 percent
and the level of education was dominated by college graduates who reached 81 or 53.29 per-
cent with an average of very productive or mature age of 53 people or 34.87 percent. Hotels
and homestays are essential components that must exist to accommodate guests on vaca-
tion. Respondents who tried on the field hotel and homestay reached 29 or 19.08 percent in
this survey. Meanwhile, respondents with a restaurant company accounted for 85 people
or 55.92 percent of the total. This is the highest amount among other firms. One of the key
elements encouraging halal tourism is 12 or 07.89 percent of transportation, tour, and travel
companies. In this analysis, companies involved in souvenirs accounted for 20 percent or
13.16 percent. Souvenirs are one of the key auxiliary goods in tourism that travelers can
use as souvenirs. In Table 3, information on the number of workers is also shown, with the
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entire workforce successfully absorbed in the halal-tourist ecosystem reaching 713 persons,
with six enterprises employing more than 20 people. Meanwhile, the number of enterprises
employing 6–20 employees reached 19 (or 12.50). Table 3 further demonstrates that mi-
croscale organizations dominate this research’s respondents, accounting for 104 companies
or 68.42 percent.

Table 3. Respondent Profile.

No. Descriptions Total Percentage

1 Gender
a. Male 87 57.24
b. Female 65 42.76

2 Education
a. Elementary and Junior High School 27 17.76
b. Senior High School 44 28.95
c. University 81 53.29

3 Age
a. 20–29 years old 51 33.55
b. 30–39 years old 44 28.95
c. 40–59 years old 53 34.87
d. 60 years old and above 4 02.63

4 Business Type
a. Hotel and Home Stay 29 19.08
b. Restaurant 85 55.92
c. Transportation, Tour and Travel 12 07.89
d. Tourism Object 6 03.95
e. Souvenir Firm 20 13.16

5 Business Sales Per Years
a. Under Rp. 300 million 104 68.42
b. Rp.300 million–Rp. 1 billion 35 23.03
c. Above Rp. 1 billion 13 08.55

6 Number of Employees
a. 1–5 127 83.55
b. 6–20 19 12.50
c. >20 6 03.95

Source: Authors Calculation, 2023.

4.2. Statistic Descriptive

Table 4 shows the data from this study where the mean value of all variables is greater
than three and the standard deviation is more significant than 0.5. In the meantime, the
minimum value is 0.912, and the maximum value is 5204. Table 4 also displays the p-value
for each indicator variable’s skewness and kurtosis. These values are greater than 0.05,
indicating that the data is regularly distributed. The data must be periodically distributed,
which is one of the most important conditions in the CB-SEM analysis, in contrast to
PLS-SEM, where data are not required to be regularly distributed [78,81].

Meanwhile, Table 5 shows the covariance matrix for each latent variable, wherein the
matrix shows a positive value for the whole relationship.
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Table 4. Descriptive Statistic.

Variable Mean St.Dev Min Max
Skewness and Kurtosis

Chi-Square p-Value

X1 3.339 0.709 1.340 5.074 0.662 0.718
X2 3.289 0.657 2001 5.169 0.081 0.961
X3 3.250 0.702 1983 5.034 0.086 0.958
X4 2.947 0.744 0.994 5.018 0.360 0.835
X5 3.151 0.735 0.912 5.204 0.117 0.943
X6 3.645 0.694 1.476 5.185 2.797 0.247
X7 3.566 0.851 1.012 4.977 0.284 0.868
X8 3.395 0.862 1.399 5.154 0.085 0.958
X9 3.395 0.870 1.252 5.118 0.181 0.914

X10 3.599 0.730 1.366 5.083 0.534 0.766
X11 3.447 0.717 1.414 5.022 0.584 0.747

Source: Authors Calculation, 2023.

Table 5. Covariance Matrix Among Latent Variables.

Variables Financial Inclusion Business Performance Financial Literacy Marketing Comm

Financial Inclusion 1.00
Business Perform 0.90 1.00
Financial Literacy 0.78 0.78 1.00
Marketing Comm 0.64 0.63 0.79 1.00

Source: Authors Calculation, 2023.

4.3. SEM Evaluation
4.3.1. Confirmatory Factor Analysis

The first step in conducting data analysis using SEM is to perform a confirmatory
factor analysis (CFA). CFA evaluation can be seen from the value of the loading factor
for each construct variable. Loading factor values are shown in Table 6, which all have
a loading factor value greater than 0.5. Table 6 also shows the Cronbach alpha value’s
reliability, with a composite Cronbach alpha value of 9.26, indicating that it is dependable
with an explained variance of 41,197–46,912. The second step is to evaluate the goodness
of fit model. The goodness of fit models can be seen in Table 7. In the first evaluation, not
all criteria were met, so it was necessary to modify the model. After adjusting the model,
Table 7 shows that all the requirements for the goodness of fit model have met the model’s
feasibility test standard.

Table 6. Loading Factor and Cronbach Alpha.

Variables Loading Factor Cronbach Alpha Composite Alpha Variance Explained

X1 0.50 0.926 46.430
X2 0.66 0.919 44.906
X3 0.52 0.921 45.070
X4 0.50 0.927 46.912
X5 0.65 0.922 9.26 45.127
X6 0.60 0.928 47.209
X7 0.70 0.917 42.490
X8 0.53 0.924 44.197
X9 0.54 0.915 41.992

X10 0.73 0.917 43.834
X11 0.64 0.921 44.877

Source: Authors Calculation, 2023.
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Table 7. Goodness of Fit Statistic Evaluation.

Category Criteria Result Remarks

Chi-Square Small is better 56.42 FIT
Profitability >0.05 0.01 Marginal FIT
GFI >0.90 0.94 FIT
AGFI Below GFI 0.88 FIT
RSMEA <0.08 0.06 FIT

Source: Authors Calculation, 2023.

4.3.2. Correlation Matrix of Latent Variables

Table 8 depicts the association between latent factors, with all latent variables having
a positive relationship and a correlation value of 0.78 for the relationship between financial
literacy and marketing communication. While the association between financial literacy
variables and financial inclusion is 0.78, the relationship between financial literacy variables
and company performance is 0.77. The association between marketing communication and
financial inclusion is 0.62, and the link between marketing communication and business
performance is 0.70. Financial inclusion and business performance have a 0.90 link.

Table 8. Correlations Matrix Among Latent Variables.

Variables Financial Inclusion Business Performance Financial Literacy Marketing Comm

Financial Inclusion 1.00
Business Perform 0.90 1.00
Financial Literacy 0.78 0.78 1.00
Marketing Comm 0.64 0.63 0.79 1.00

Source: Authors Calculation, 2023.

4.3.3. Structural Model Evaluation

Table 9 displays the structural model findings so that you can see the effect of each
variable. Table 9 demonstrates a positive and substantial link between financial literacy
and financial inclusion variables. As a result, we accept H1. Meanwhile, marketing
communication has a beneficial but nonsignificant impact on financial inclusion (β = 0.06,
CR = 0.36) and hence on the beginning of H2. With a coefficient of 0.21, variable financial
literacy has a positive but nonsignificant effect on variable business success and we reject
H3. The following relationship is positive and significant between financial inclusion and
business performance. H4 was also acceptable.

Table 9. Structural Model.

Relationships
Path Coefficients

Estimate SE CR

Marketing Communication on Financial Inclusion 0.06 0.18 0.36
Financial Literacy on Financial Inclusion 0.73 0.19 3.83 *
Financial Literacy on Business Performance 0.21 0.11 1.90
Financial Inclusion on Business Performance 0.73 0.13 5.67 *

CR * = Significant at 0.5 level.

Figure 2 below shown the relationship between laten variables and indicator variables
and also relationship between exogen variables and endogen variables.
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5. Discussions

Halal finance is one of the locomotives propelling Islamic finance’s genuine industry.
The structural model results reveal that Islamic banking has a positive and significant
association with the performance of MSME in the halal-tourism ecosystem. This study’s
findings are consistent with [18,69,70]. Scholars also outlined the steps these enterprises
must take to obtain financial resources from banks, namely the diversification of income
sources, the association and adherence to recognized brands, and the maintenance of a
sustainable leverage ratio [17]. In addition, it was discovered that the size of the bank is
unimportant but the kind of bank capital is; private domestic banks are more ready to
finance such firms.

This finding shows that MSMEs in Indonesia’s halal-tourism ecosystem require access
to Islamic finance institutions to improve and expand their operations. Furthermore,
MSMEs must be educated on the importance of company development through financial
institutions. On the other side, Islamic banking must expand its operations in halal finance
by focusing on the MSME market, particularly MSMEs in the halal-tourist ecosystem.
Furthermore, due to the merging of three state banks, Bank Syariah Indonesia must become
a locomotive committed to the development of halal tourism in Indonesia. This study
also demonstrates a favorable and statistically significant association between financial
literacy and financial inclusion. The outcomes of this study support earlier researchers’
conclusions [16,42–44]. As a result, both parties must increase their Islamic financial literacy.
sharia banking can work with the entrepreneur community in the halal-tourist ecosystem
to teach Islamic financial literacy, increasing the prospects for sharia financial inclusion.

The structural model also discovered a positive but insignificant association between fi-
nancial literacy and business success. This finding contradicts the findings of [16,18,43,44,51,52].
Although not considerable, this association has had a favorable impact on incorporating
Islamic finance and improving MSME business performance in Indonesia’s halal-tourist
ecosystem. As a result, initiatives to improve Islamic financial literacy must be pursued
indefinitely in order to have a greater impact. Improving Islamic financial literacy can be
accomplished by honing Islamic financial skills, such as the notion of syirkah in building
their business and enhancing their knowledge of halal financial products to have a stronger
impact on the development of MSMEs in the Indonesian halal-tourism ecosystem. The
findings of this study are at odds with a previous study [71], which found that charac-
teristics related to financial literacy significantly and favorably affect the performance of
small enterprises in East Kalimantan. The findings of this study also corroborate a previous
study [82] that finds a link between financial literacy, entrepreneurial performance, and
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an entrepreneurial attitude. A creative venture performs better overall when its members
are financially literate. The findings show a positive and significant moderating influence
of financial literacy in the relationship between access to credit and the growth of SMEs
in emerging economies, which is in accordance with the findings presented in previous
studies [43–45]. Additionally, the development of SMEs in underdeveloped nations is
significantly and favorably impacted by financial literacy and access to capital. The find-
ings of this study concur with those of one previous study [16]. According to the ANP
investigation, supply and demand are the two key factors that affect Indonesia’s level of
Islamic financial inclusion.

This study also provides information that there is a positive but not significant relation-
ship between marketing communication and financial inclusion. The results of this study
are not in line with [47,69,78]. However, although not significant, the relationship is positive.
This means that marketing communications run by Islamic banking as halal finance have
attracted interest for MSMEs. For this reason, Islamic banking needs to improve marketing
communication to the entrepreneurial community in the halal-tourism ecosystem because
marketing communication is a pivotal strategy for banking industries. Customers are not
only interested in the products offered but also in how they are offered, which is the most
important thing in marketing communication [83]. Furthermore, ref. [84] said that banks
must carry out integrated marketing communication so that prospective customers can
buy the products offered. Scholars such as [71,72] said that potential customers are as
important as existing customers; thus, an intense approach is needed. In Islamic banking,
they must carry out integrated marketing communication through various programs and
inform the media channels they have. Meanwhile, Ref. [85] recommends that marketing
communication carried out by banks emphasizes more on adopting personal selling.

Therefore, to improve the performance of SMEs in halal tourism, it is necessary to pay
attention to the above variables. The marketing communication variable is a variable that
needs attention from Islamic banking. Islamic banking needs to improve its marketing
communication through promotion to MSMEs on halal tourism by taking a more intensive
approach so that they are interested and decide to use Islamic banking services. The
decision of MSMEs to use services in Islamic banking will certainly make it easier for
them to conduct business transactions, such as the use of financing, the use of e-banking,
mobile banking, and internet banking. MSMEs in halal tourism also need to improve
Islamic financial literacy in order to be able to manage finances well. Thus, their business
performance can also improve as well. Financial knowledge and financial skills, which are
part of financial literacy, seem to need special attention for them. Financial knowledge, such
as knowledge about Islamic financial products, will help entrepreneurs in halal tourism
to develop their business portfolios. Meanwhile, financial skills, such as the ability to
manage debt and the ability to budget, will help them in maintaining the company and in
developing their business.

The results of this study provide clear directions to develop halal tourism in Indonesia,
especially for business actors in the halal-tourism ecosystem. Business actors need to be
equipped with Islamic financial literacy. This study empirically proves that the theory of
financial literacy has an impact on financial inclusion and business performance in the halal
tourism sector; thus a good understanding of Islamic financial literacy for entrepreneurs
needs attention. Entrepreneurs also need to improve access to Islamic financial institutions
so that their businesses can develop properly and quickly. On one side, Islamic banking also
needs to improve marketing communication with business actors so that it will enhance
strong relationships with customers and potential customers.

6. Conclusions and Recommendations
6.1. Conclusions

Sustainable halal tourism necessitates concerted efforts and commitment from all
stakeholders, including business actors and the financial industry, particularly halal finance.
This study demonstrates that Islamic banking, as halal financing, has a meaningful con-
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tribution to the development of halal tourism in Indonesia. However, it is not optimal in
terms of providing access to business actors involved in tourism for a variety of reasons.
MSMEs have a significant duty to promote halal tourism in Indonesia as one of the com-
ponents of the halal-tourism ecosystem in Indonesia; thus, they should have the bravery
to build their business, even more, using various financing schemes supplied by Islamic
banking. Halal finance, on the other hand, such as Islamic banking, Islamic rural banks,
and Islamic microfinance, must be made available to MSMEs in the halal-tourist ecosystem.
As a result, the role of Islamic finance in the development of MSMEs in the halal tourist
ecosystem may be even more critical. This study has limitations; first, that this study has
not included conventional financial institution variables as control variables. The results of
this study may be different if the existence of conventional financial institutions is included
in the model. We recommend further research to include conventional financial institution
variables for more comprehensive research results. Second, we only took samples from
two out of ten provinces in Indonesia that were designated as halal-tourism destinations.
Therefore, we recommend further research to take samples from these ten provinces. Third,
the research sample needs to be increased even more.

6.2. Recommendations

We recommend MSME development policies in the halal tourism sector in Indonesia.
First, for Government or Regulator. The government can encourage Islamic financial
institutions to penetrate the Halal Tourism MSME actors market in Indonesia. In this case,
the government needs to provide rewards for Islamic financial institutions that focus on
halal MSME actors. For example, a liquidity policy is more specific for Islamic banks with
consumers who are SMEs. Second, for Islamic bankers. Islamic bankers should think about
and implement strategies explicitly made for halal MSMEs because they have different
socioeconomic conditions from other consumers and have their characteristics.
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