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INTRODUCTION
Background Of The Study

ABSTRACT

Financial inclusion is positively correlated with public financial
literacy, according previous literatures. National Survey of
Financial Literacy and Inclusion explained that Sorong City, as
one of Indonesia's 3T (Underprivileged, Frontier, and Outermost)
regions, has very low sharia financial literacy, this could hinder
the expansion of local sharia financial institutions. This research
aims to evaluate the level of sharia financial literacy level by
evaluating 5 aspects: fundamental understanding of sharia
finance (FUSF), sharia insurance (SlI), sharia capital market
investment (ICM), sharia savings and financing (SFS), and sharia
financial ethics (SFE). 100 Muslims of working age that take part
in sharia financial inclusion meet the sample criteria. By using
descriptive statistical analysis, the result of overall avarage score
is 67%, indicates that the Muslim community in Sorong has a
medium level (60-79%) sharia financial literacy, according to Chen
and Volpe (1988) model. A closer look results that the medium
level of literacy for the FUSF, SFS, and SFE aspects by 60%, 64%,
and 73%, respectively; the high level is Sl aspect by 81%, and the
low level is ICM aspect by 59%. This explains why achieving
sustainability in sharia financial industry still requires significant
efforts to create highly financially literate society.

A person's level of financial literacy must be taken into consideration when establishing
the financial use priority scale. Financial literacy, according to Bhabha et al., (2014), is the
awareness, knowledge, skills, attitudes, and behavior necessary to make wise financial decisions
and achieve financial well-being. The definition of Sharia financial literacy is the same, but its
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methodology is based on Sharia law. The government is particularly concerned about the low
level of sharia financial literacy in Indonesia because, ironically, it can lead to low public financial
inclusion activity, which might negatively impact the country's shariah finance industry market
share since it is residence to the majority of Muslims worldwide. The sharia and conventional
finance market share gap is also huge. Data from the Financial Services Authority (OJK) position
Shariah financial market share in June 2022 reached 10.41% a very small increase from the
previous year of 10% (source: Kominfo, 2023) .These results indicated that the Shariah financial
literacy index and inclusion index had slightly increased from 8.93% and 9.10% in 2019 to 9.14%
and 12.12%, respectively. Sorong is classified as a 3T (Restored, Leading and Outside) region by
President's Decree No. 63 by 2020, however, it has developed into a trading and industrial center
in Southwest Papua (it was still a part of the West Papua Province before December 2022). The
Central Statistical Agency reports that Sorong has a population of 254,000, of which 45% are
Muslims , making it a potential target. This potential, however, is not supported by the West
Papua Province's current Sharia financial literacy index, which is in the low category with only
3.15% in 2019, as the increase in the assets of the Sharia General Bank and Sharia Enterprise
Units registered increased by 125 billion (18.12%) and 50 billion (12.91%) respectively .

Literacy index data show a very far gap compared to the overall National Financial Literacy
Index (SNLIK) in 2019 which reached 38.03%, although in 2022 the financial literacy rate of the
West Papua region increased to 49.68% with the financial inclusion rate of 76.19% , the literacy
and inclusion gap is still too large, suggesting that the authorities must dissocialize the public
financial literature in a sustainable manner in order to improve it. According to Anisa et al. (2021)
and Bongomin et al. (2017), financial behaviors include money-seeking, financial management,
and financial responsibility. Aside from that, there are duties to be performed in terms of using,
creating budgets, selecting goods based on needs, setting aside money for savings and
investments, and remembering to pay obligations. Furthermore, financial behavior is heavily
dependent on financial knowledge because it will relate to the financial decisions to be taken
(Usmayanti et al., 2021). It can be concluded that the more a person understands finance, the
wiser the activities of financial inclusion can be done. This research aims to find out how the level
of sharia financial literacy in the city of Sorong currently. The Muslim community is the
research's target audience, due to the abundance of Islamic organizations, Islamic schools and
colleges, and the halal industry in this city, aided by the availability of Shariah financial
institutions, which are already widely available in the city of Sorong.

Problem Solving Approach

From the background of the above, empirical evidence is expected to contribute to the
reduction of the gap sharia financial literacy index in the local community of Sorong,
accompanied by the strategic steps taken by policy makers to provide innovative policies The
implementation of more intensive financial education and literacy activities is a priority objective
to support the achievement of the National Strategy of Financial Literacy of Indonesia Vision .

Different levels of literacy of individuals will affect their financial behavior (Antara et al.,
2016). Not much research has studied financial knowledge that focuses on the concept of
Shariah finance in Indonesia, especially in the city of Sorong. Chen and Volpe (1998) categorized
the three levels of financial literacy of individuals into 1. low (<60%), 2. medium (60-79%) and 3.
high (=80%) (Margaretha & Pambudhi, 2015). Rasmini (2018) describes the four dimensions of
construction that are indicators of financial literacy: 1. General knowledge of Finance, 2. Savings
and Debt, 3. Insurance and 4. Investment (Rasmini Mas, 2018). This aspect was developed as a
questioning instrument adapted to the principles of Shariah, with the aim of measuring the
literacy level of the Muslim commun in Sorong City. In addition to these four things, the
researchers incorporated the ethical dimensions of Shariah finance that were also measured in
the respondents of the study, since this is closely related to the financial management system
and business operational practices in the shariah financial institutions (Bahri & Si, 2012).
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LITERATURE REVIEW
Measuring Financial Literacy On Previous Research

The primary purpose of financial literacy according to Gerrans & Heaney (2016) is to equip
individuals with the knowledge, skills, and confidence in making the right financial decisions
(Anshika et al., 2021). In some earlier literature there were at least two models of classification of
the level of financial literacy used. According to OJK, the level of financial literacy can be classified
into four: well-literate, sufficient literate, less literate and not literate. (1998). The second model
uses the theory of financial literacy levels of Chen and Volpe (1998). While this study employs
similar approach, its focus is different from the previous research, which primarily involved
students, workers, UMKM perpetrators, the general public, and other.

Ritonga et al., (2020) determine how Shariah financial literacy affected microbusiness
income. According to the study's findings, the average literate level of entrepreneurs in the
Kampar district was sufficient literate category with an average of 2,2155. Research conducted by
(Nanda et a., (2019). measured the level of sharia financial literacy of Banda Aceh, using Chen
and Volpe theory (1998), the results of the study revealed that the sharia financial literacy level
people in Banda Aceh belongs to the medium category or 71.99%.

According to Anshika et al., (2021) there are differences in financial literacy among people
in different countries. The study covered a range of foreign literature on this topic, the level of
financial literacy among various societal groupst was discovered, for instance, that only 20% of
small- and medium-sized business owners in the Republika Srpska are thought to be financially
literate. More financial awareness and educational initiatives are required to increase financial
literature because many people still have low levels of financial literacy

METHODS
Research Design

The purpose of this study is to use descriptive quantitative methods to analyze the Sharia
Financial Literacy of the Sorong City Muslim Community. According to Sugiyono (2018: 13),
quantitative methods involve conducting research using numerical data that is measured
through calculation statistics in order to draw conclusions (Sugiyono, 2018).

Arikunto (2019) explains, descriptive research is a type of research that aims to understand
a particular situation, event, or theory and then report the findings in the form of a report. The
research framework explained in Picture 1.

Figure 1 Research Framework

Measuring Sharia Financial Literacy

Measurement tool- Questionnaire —

Fundamental . . i . Sharia Financial
Understanding Shar? Savings and Sharia Insurance Maer;:;IIanszs':‘r::Lnt Ethics
Sharia Finance inancing
[ ] | I
[ [ [
High Mediu Low

Empirical Evidence, The Sharia's Financial Literacy Muslims
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Tabel 1. Literacy Level

Total Score Literacy Level

>=80% High
60%-79% Medium
<60% Low

Source: (Data Processed by Researcher, 2024)

Data Collection Method

This research instrument uses a question detail that is structured based on the five aspect
of Shariah financial literacy that have been described earlier, details of these questions will then
be answered by the target respondents. The total of correct answers will be accumulated and
divided by the total total number of questions and multiplied by 100%, the statistical test results
will be analyzed, described and discussed in depth. Validity and realibility tests will be carried out
to test the quality of the instrument data. The compiled questionnaire consists of several
questions aimed at gathering general information and demographic information of respondents,
followed by an order of questions with the aim of testing the respondent's understanding of the
sharia's financial literature.

Fundamental Understanding of Sharia Finance Aspects measure how well one
understands the fundamental ideas of Sharia finance, which are founded on the law of Islamic
shariah. Examples of these concepts include the prohibitions against riba, maysir, and gharar. In
addition, the following other fundamental ideas the nature of sharia financial products, the types
of sharia financial institutions, and the way in which the supervision function in sharia finance
institutions operates (Wahyuni et al., 2022).The aspects of Sharia Savings and Financing include
measurement of understanding of the concepts of savings and financing by the organizers of the
Sharia financial industry.

The Sharia Insurance Aspect measures the understanding of the types of risks associated
with the Sharia insurance products offered. The Investment Aspect on the Sharia Capital Market
measures the extent to which individuals understand financial orientation and objectives,
thereby opening up opportunities to identify and participate in investment instruments (Nanda
et al., 2019), The last aspect is Sharia Financial Ethics, measurement of basic understanding of
accountability and transparency, understanding of prohibitions, which are permitted, elements
of respect for the rights of others, and the development of a service product that conforms to
the principles of Shariah (Manunggal, 2011). As for the data from the question instrument on the
questionnaire developed from the indicators of the aspects of sharia financial literacy that are
depicted in the table Operational Variable Matrix below:

Tabel 2. Operational Variable Matrix
Object/ Aspect Definition Indicators/Questions

Varaibel

1. Understanding about Riba, Gharar &

1. Fundamental Maysir (FUSF1)
Understanding of Sharia 5 ynderstanding the basic agad in ©
Finance (FUSF): Theway a  shariah transaction (FUSF2) Questions)
person manages his 3. Understanding the profit loss sharing Correct answers
Sharia finances according to the principle in agad syariah transaction - Total
Financial principles of Islamic (FUSF3) o o Lestions x
Literacy Shariah must have a basic 4. Benefit of the sharia financial literate q 100%
(FUSF4) 0

financial knowledge of the

shariah 5. Understanding the supervisory

functions of Sharia financial institutions
(FUSF5)
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) ) 1. Understanding the concept or agad of (5
2. S'harla'Savmgs and Sharia savings products (SFS1) Questions)
F|n{3n0ng (SFTS): relétes 0 2. Understanding the concept or agad of Correct answers
savings and financing Sharia savings products (SFS2) + Total
products at the Sharia 3. The difference between interest and Lestions x
Financial Institution profit sharing (SFS3) q
100%
3.Sharia Insurance (SI): 1. pnderstanding the principles of sharia G
relates to actions to divert Insurance (S,H) o Questions)
. . 2. Understanding sharia insurance
the risk of loss with the . Correct answers
inciole of Shariah products by type of risk (S12) + Total
principie of Sharia 3. Understanding agad used in sharia - ota
through its products and questions x

inscurance (SI3)
aqad 4. Understanding the difference between 100%
sharia and conventional insurance (S14)
1. Understanding the orientation of
Sharia investment (ICM1)

4. Sharia Capital Market 2. Understanding Sharia Investment G
Investment (ICM): Products (ICM2) Questions)
allocating funds to Sharia 3. Understanding aqad of the sharia Correct answers
financial instruments with ~ investments (ICM3) + Total
the prospect of profitin 4. Understanding risks of investment questions x
the future instruments (ICM4) 100%

5. Understanding differences between
Sharia and conventional instruments

(ICM5)
5. Sharia Financial Ethics 1. Understanding principles of
(SFE): Focusing on Islamic transparency and accountability (SFET) G

principles in financial 2. pnderstandlng t.he p.rohlb.ltlon of Questions)
interest on Shariah financial

management to the usage S Correct answers
& & institutions (SFE2)

of flna?naa.l |nsFrum§nts, 3. Understanding related to respect for i T9ta|
and directing financial the rights of others (SFE3) questions x
institutions' operations for , Understanding development of 100%

the greater good financial products and services meets
the sharia principles (SFE4)

Source: (Data processed by researcher, 2024): Rasmini, Mas et al., (2018), Wahyuni, Y et al.,
(2023), Hambali (2018) and Yulianto (2018) in Nanda, TSF et al.,(2019), Manunggal (2011)

Sample Method
According to Sugiyono (2018:138), purposive sampling involves the selection of the
appropriate number of samples to be examined, taking into account certain criteria.

N

"= 1T Ne?

N = Population 45% (Muslims Community) x 254.294 (total population) = 114432)
e=error 10% thus: n= 114432
1+ 114432 (10%)2
n= 114432
1144,33
n= 99,99 ~ 100 samples

Ekombis Review: Jurnal IlImiah Ekonomi dan Bisnis, Vol.12 No.3 July 2024 page: 2903-2914| 2907


https://jurnal.unived.ac.id/index.php/er/index

ISSN: 2338-8412 e-ISSN : 2716-4411

The research sample consisted of Muslim individuals ranging in age from 17 to 64 who
utilized the services and products offered by Shariah-compliant financial institutions located in
Sorong. Convenience sampling is used in data collection procedures so that respondents can be
easily obtained.

Data Analysis Method

After conducting validity and realisticity tests on the questionnaire data using SPSS version
20, the study proceeded with a basic descriptive statistical test. The score of the answers
successfully answered correctly by each of the respondents will then be summed in order to
determine whether the Shariah Muslim community in the city of Sorong has a high, medium, or
low level of financial literacy (Chen & Volpe, 1998).

RESULTS

This study uses descriptive quantitative methods to analyze the Sharia Financial Literacy of
Muslim Community in Sorong city, the result of the avarage score overall is 67%, indicates that
the level is at the medium range according to Chen & Volpe (1988), before the detail analysis of
the result, this research will first describe several stages; testing of research instruments and
demographic and general information result.

Validity And Realibility Test

According to Sugiyono (2005) validity is an index that indicates that a measuring
instrument can measure what should be measured (Hidayah et al., 2023). The table below
explains that the entire instrument of 25 questions is declared valid because r-count has a
greater value than r-table with a degree of significance of 5 percent and the sample number of
100 respondents;

Tabel 3. Validity Test

Variabel Aspect Question r-count r-table result
Sharia Financial Fundamental FUSF 1 0,497 0,1966 valid
Literacy Understanding FUSF 2 0,533 0,1966 valid

of Sharia FUSF 3 0,515 0,1966 valid
FInance FUSF 4 0,682 0,1966 valid
FUSF 5 0,503 0,1966 valid

Sharia saving SFS 1 0,229 0,1966 valid
and FInancing SFS 2 0,585 0,1966 valid
SFS 3 0,446 0,1966 valid

SFS 4 0,316 0,1966 valid

SFS 5 0,616 0,1966 valid

Sharia Isurance SI1 0,31 0,1966 valid
SI2 0,453 0,1966 valid

SI3 0,587 0,1966 valid

Sl 4 0,389 0,1966 valid

SI5 0,463 0,1966 valid

Sharia Capital ICM1 0,472 0,1966 valid
Market ICM 2 0,492 0,1966 valid
Investment ICM 3 0,674 0,1966 valid
ICM 4 0,647 0,1966 valid

ICM 5 0,618 0,1966 valid

Sharia Flnancial SFE 1 0,434 0,1966 valid
Ethic SFE 2 0,431 0,1966 valid
SFE 3 0,509 0,1966 valid
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SFE 4 0,618 0,1966 valid
SFE5 0,602 0,1966 valid

Source: (Data Processed by Researcher, 2024)

Following that, the results of the reliability test showed a Cronbach's alpha figure of 0.711,
and it can be concluded that the research instrument is reliable, this reliability test is used to
evaluate the consistency of data over a certain period of time. According to Wiratna Sujarweni
(2014), a variable is considered reliable if the Cronbach's alpha value is greater than 0.6 (Hidayah,

2022)

Tabel 4. Realibility Test
Variable Cronbach’s Number of items Result

Sharia Financial Literacy 0,711 25 Reliabel

Source: (Data Processed by Researcher, 2024)

Demographic And General Questions

For a summary of the demographic results and general data related to Shariah financial
inclusion activities of 100 Muslim respondents, the results were followed by 52% of male and
48% of female respondents obtained, the highest educational level of the total respondents are
graduates of Higher Secondary Schools of 51%. The age groups 17-25 years and 36-45 years
were 28% of the total respondents, respectively. The survey data was also dominated by
respondents with a formal employee status of 29%. For information related to the financial
inclusion activities of respondents at the Shariah financial institutions also presented in detail in

the table below:

Tabel 5. Data Demographic And General Question

Respondent's Description Responden Pecentage
Criteria Frequency

Gender Men 52 52%
Woman 48 48%

Age 17-25yo 28 28%
26-35yo 30 30%

36-45 yo 28 28%

46-55 yo 12 12%

56 yo 2 2%

Educational Level Elementary-Middle 2 2%
Senior Highl School 51 51%

Undergrduate 44 44%

Postgraduate 3 3%

Job Private employee 29 29%

Civil State apparatus 7 7%

Teacher/Lecturer 10 10%

informal sector 13 13%

Entreprenuer 15 15%

Students 23 23%

Others 3 3%
Sharia Financial Bank 78 78%
Institutuion Product (can Insurance 5 5%
be more than 1) BPR (Rural Bank) 2 2%
Pegadaian 8 8%

Capital Market 4 4%
BMT 14 14%
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Duration <1 Tahun 42 42%
1-3 Tahun 31 31%

3-6 Tahun 17 17%

>6 Tahun 10 10%

Sharia Financial Savings 76 76%
Product Financing 23 23%
Insurance Polis 5 5%

Sharia Investment 4 4%

Gadai 8 8%

Others 2 2%

Source: (Data Processed by Researcher, 2024)

It is also explained that the financial inclusion activity of 100 Muslim communities in
Sorong, 76 of them have deposits in Sharia banking and 23 of them also have financing. and
other saing and financing activities from rural bank and baitul mal at tamwil (BMT). The
community has also carried out financial inclusion activities in sharia pegadaian, sharia
insurance and sharia capital market investment, although the number of the participation are

still small.

Sharia Financial Literacy Level Of Muslim Community
Tabel 6. Percentage Of Respondent Answers From All Aspects

ASPECT & INDICATORS LEVEL OF SYARIAH FINANCE LITERACY
Rendah Sedang
(<60%) (60-79%)
FUSF Avarage 60%
FUSF 1 82%
FUSF 2 88%
FUSF 3 22%
FUSF 4 47%
FUSF 5 62%
SFS Avarage 64%
SFS 1 63%
SFS 2 62%
SFS3 67%
Sl Avarage 81%
SI1 94%
Sl 2 88%
SI3 58%
Sl 4 85%
ICM Avarage 59%
ICM1 41%
ICM 2 31%
ICM 3 80%
ICM 4 70%
ICM5 73%
SFE Avarage 73%
SFE1 93%
SFE 2 88%
SFE 3 78%
SFE 4 33%

Overall Avarage Score 67%
Source: (Data Processed by Researcher, 2024)
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Further, when viewed from the number of successful answers the respondents are
correctly depicted in detail in table 5. It is explained that for the FUSF Aspect (Fundamental
Understanding Sharia Finance) with 5 measurement scales, the average answer correctly is as
much as 60% which indicates the literacy level on this aspect is in the medium category. Other
aspects that have average category values are the SFS Aspect and SFE Aspect which are 64% and
73% respectively, when examined more deeply on the SFS Aspect, the literature level is lower
when compared with the level of inclusive initiatives. Earlier it was explained that the inclusion
activity of 100 Muslim communities on the products of savings and loans in the Shariah financial
institutions belongs to the high as 72% of saving and belonging to the low as 23% of financing.
This indicates still the need for socialization related to the product of shariah banking services to
the Muslim community of Sorong as the main consumer prospects.

In terms of the SI (Sharia Insurance) literacy rate is higher than other aspects, that is, 81%,
which shows the deviation given that the literacy level is not comparable to the inclusion rate in
this product, where only 5% of the 100 Muslim community is recorded, then the strategic
approach needed is to more socialize the availability of insurance products and investments in
the Shariah financial institutions even more massively. The other thing is with the Capital Market
Investment (ICM) aspect which shows an average score of 59% and falls into the low category.
So, from the description it is concluded that the literacy rate of the Muslim community of the city
of Sorong for the average overall is in the middle category with a score of 67%.

DISCUSSION

As previously explained that this study uses descriptive quantitative methods to analyze
the Sharia Financial Literacy of Muslim Community in Sorong city, the detail analysis described as
follows;

Tabel 7. Statistical Decriptive Result

Descriptive Statistic Correct Answer Skor
Minimum 9 36%
Maximum 25 100%
Mean 16,65 67%
Std.Dev 3,242 13%

Source: (Data Processed by Researcher, 2024)

The respondent's ability to answer every survey question ranged from the lowest score
of 36% (correct answer 9 out of 25) to the highest score of 100% (correct answer 25 out of 25).
The data collected from respondents varied significantly, as evidenced by the standard deviation
figure of 13% and the average score of 67% for respondents who could answer the question
correctly. In addition, the average result is fairly good, 67% of the financial literacy rates are in
the middle category, supported by the educational and occupational factors of the respondents,
of which 55% have a high school level and 47% have undergraduate and postgraduated
education, besides the data also indicate that all respondents have permanent jobs in both the
formal and informal sectors.

Many previous studies have explained that there is a positive relationship between
educational levels and the level of financial literacy of individuals Potrich et al., (2015) explains
Individuals with higher educational levels will have better financial literacy T oth et al.,, (2015)
added that higher educational levels especially focused on economics field of study influenced a
better level of financial literacy. Results of research Mauldin et al., (2016) Those with low income
rates do not necessarily have knowledge of finance and those who do not have knowledge about
finance can hinder saving action (Van Nguyen et al., 2022).

In Table 7 below, it has been described in detail the group of Muslims according to the
score of the total correct answers answered. 23 of the 100 Muslim communities had a low

Ekombis Review: Jurnal limiah Ekonomi dan Bisnis, Vol.12 No.3 July 2024 page: 2903-2914| 2911


https://jurnal.unived.ac.id/index.php/er/index

ISSN: 2338-8412 e-ISSN : 2716-4411

literacy level, 61 of 100 Muslims had a medium literacy level, and 16 of 100 Islamic communities
were high literacy levels.

Tabel 8. Percentage Of Respondent Answers From All Aspects

Category Range Respondent
Low <60% 23%
Medi m 60%-79% 61%
High >80% 16%
Total 100%

Source: (Data Processed by Researcher, 2024)

CONCLUSION

The level of sharia financial literacy has important benefits for individuals in knowing how
to manage and make financial decisions in accordance with the principles of Shariah, as well as
as as guiding individual actions in their decision to engage in inclusion activities at Sharia
financial institutions. The results of this study concluded that the rate of financial literacy of the
Shariah Muslim community of Sorong in the productive age is in the level of was 67% with details
of the following aspects; The level of Fundamental Understanding os Shariah Finance (FUSF) is
60%, the understanding of aspects on Sharia Savings and Financing (SFS) is 64%, the
understanding level on aspects about Sharia Insurance (Sl) of 80%, the level on the Aspects of
Investment in Sharia Capital Markets (ICM) is 59%, and the understanding on aspects of Sharia
Financial Ethics (SFE) is 73%.

This is a strong reason for the need for sustained efforts to improve financial literacy by
academics, authorities, and organizers of sharia financial products and services especially in
Sorong, given the numerous sharia finance institutions of banks and non-banks to the micro-
sharia financing institutions such as Baitul Mal which exists quite a lot in this city. Muslim
communities, students, and other important subject people such as in the 3T region are the
priority elements that continue to be driven its literacy index according to Indonesian National
Financial Literacy Strategy 2021-2025. (OJK, 2021)

SUGGESTION

There are some obstacles and limitations in this research, such as finding samples that
match the expected criteria to meet the target sample that has been specified and obstacles
related to the enumerator's power to carry out research that takes quite a long time in each
accessing 1 respondent.

This research also has the limitations of methods that have been used quite widely by
other researchers. Therefore, it is expected that in addition to accessing the aspects that have
already been mentioned in this study, the next researchers can develop variables and indicators
that are more relevant to the specificity of Shariah finance.
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