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Abstract. Coastal communities in Indonesia play an essential social, cultural, and economic role, particularly in the
development of halal creative industries such as Muslim fashion. Coastal SMEs function not only as economic actors but
also as cultural agents shaping the identity and destination image of coastal cities. However, digital disruption,
environmental pressures, and market competition demand enhanced digital capabilities and knowledge management
practices. This study examines the influence of digital marketing and knowledge management on the business performance
of coastal Muslim fashion SMEs, with entrepreneurial marketing as a mediating variable. A quantitative approach with a
descriptive—verificative design was employed, and data were analyzed using SEM-PLS with SmartPLS 4.0. The findings
indicate that digital marketing and knowledge management significantly affect entrepreneurial marketing and business
performance, both directly and through mediation. These results highlight the importance of digitalization, knowledge-
sharing systems, and entrepreneurial practices in strengthening the position of SMEs as cultural actors and contributors to
sustainable destination image.
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1 Introduction

Indonesia’s coastal regions represent dynamic socio-cultural spaces where cultural heritage, economic activities,
and environmental challenges intersect. SMEs particularly those operating in the Muslim fashion sector serve a dual
function as economic drivers and custodians of cultural identity. Their products encapsulate cultural symbols, local
preferences, and community narratives that contribute to shaping tourists’ perceptions of a destination. Accordingly,
coastal SMEs hold a strategic role in reinforcing a sustainable coastal destination image [1].

Indonesia’s potential in the halal industry, especially Muslim fashion, continues to grow in line with the projected
Muslim population, which is expected to reach 256 million by 2050. This growth trajectory is supported by legal
frameworks such as the Halal Product Assurance Law No. 33 of 2014, advancements in digital technology, and
Indonesia’s advantageous geographical position [2]. Despite this potential, the Muslim fashion industry in coastal
regions requires integrated readiness across pre-production, marketing, and distribution phases. Strengthening this
sector necessitates collaboration among designers, entrepreneurs, textile producers, retail centers, government
agencies, private institutions, and media stakeholders to ensure sustainable and competitive development.

Digital marketing has emerged as a critical instrument enabling coastal SMEs to establish interactive
communication with consumers, expand market reach, and reinforce cultural identity through digital platforms. Prior
studies underscore its positive influence on business performance and its role in enhancing entrepreneurial marketing
through innovation and value creation. At the same time, knowledge management is an essential component for
optimizing the acquisition, storage, dissemination, and utilization of local knowledge, creative design capabilities, and
market insights. Empirical evidence demonstrates that knowledge management significantly contributes to business
performance, innovation capacity, and opportunity-oriented entrepreneurial behavior [3].

Although existing literature has recognized the individual contributions of digital marketing, knowledge
management, and entrepreneurial marketing to SME performance, integrated studies that contextualize these
constructs within coastal socio-cultural settings remain scarce. Coastal SMEs exhibit distinctive characteristics as
cultural and economic actors that shape destination image through their products, narratives, and interactions with the
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community. Previous research has yet to fully examine how digital capabilities and knowledge resources within these
SMEs translate into enhanced business performance and destination image formation through entrepreneurial
behavior. This gap presents an opportunity for theoretical advancement by exploring how technology adoption,
knowledge processes, and entrepreneurial orientation collectively support cultural identity and destination
attractiveness [4].

Based on this context, the present study aims to analyze the influence of digital marketing and knowledge
management on the performance of coastal SMEs, both directly and indirectly through entrepreneurial marketing [5].
The study also seeks to explain how coastal SMEs contribute to strengthening destination image through their digital
practices, knowledge-based processes, and entrepreneurial behavior, thereby supporting sustainable coastal
destination development [6].

2 Methods

This study employs a quantitative approach with a descriptive—verificative design to examine the relationships
among variables influencing the performance of coastal SMEs [7]. The population comprises owners or managers of
Muslim fashion SMEs operating in Indonesian coastal communities. Respondents were selected using purposive
sampling based on the following criteria:

(1) the SME operates in the Muslim fashion sector;

(2) it is located in a coastal area; and

(3) it actively engages in digital marketing activities.

2.1 Research Instruments

Variables were measured using Likert-scale instruments (1-5), covering [8]:
a. Digital Marketing: use of social media, online advertising, and email marketing.
b. Knowledge Management: knowledge acquisition, knowledge sharing, and knowledge application.
c. Entrepreneurial Marketing: innovation, proactiveness, and opportunity orientation.
d. Business Performance: market performance, internal processes, customer relations, and contribution to
destination image.

2.2 Data Collection Procedure

Data were collected via online and offline questionnaires distributed to SMEs in selected coastal regions. All
respondents provided informed consent and participated voluntarily [7].

2.3 Data Analysis Technique

Data were analyzed using Structural Equation Modelling—Partial Least Squares (SEM-PLS) with SmartPLS 4.0.
Model evaluation included:
1. Measurement Model Assessment (Convergent validity (outer loadings, AVE), Discriminant validity
(HTMT), and Construct reliability (CR, Cronbach’s Alpha)
2. Structural Model Assessment (Coefficient of determination (R?), Effect size (f2), Predictive relevance (Q?),
and Predictive power via PLSpredict [9]
3. Hypothesis Testing (Bootstrapping for direct and indirect effects, and Mediation analysis to evaluate
entrepreneurial marketing’s role)
4. Results and Discussion [10]
Research Findings
SEM-PLS analysis produced the following key results:
Digital marketing — entrepreneurial marketing: positive and significant
Digital marketing — business performance: significant
Knowledge management — entrepreneurial marketing: highly significant
Knowledge management — business performance: positive and significant
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e. Entrepreneurial marketing - business performance: signiﬁcant
f. Mediation: entrepreneurial marketing significantly mediates the effects of digital marketing and knowledge
management on business performance
(Numerical outputs such as R?, f2, Q% and bootstrapped path coefficients can be inserted accordingly.) [10].

3 Result Research

The findings of this study show that digital marketing occupies a central role in strengthening the competitiveness
of coastal SMEs by enhancing their ability to communicate with consumers through dynamic digital touchpoints.
Through these interactions, SMEs can build stronger relationships, present personalized promotional messages, and
establish customer trust an increasingly critical element in current digital consumer behavior patterns. Digital
platforms such as social media, online marketplaces, and visual content channels allow SMEs to extend their market
reach beyond geographical constraints, enabling them to connect with consumers at regional, national, and even global
levels [11].

In coastal cultural settings, digital marketing carries a distinctive identity-building function. Muslim fashion SMEs
embed symbolic motifs, cultural elements, and heritage-based narratives in online promotional materials, giving their
products a unique cultural signature. These cultural expressions enhance brand authenticity and shape consumer
perceptions of the coastal identity represented in the products. As potential tourists increasingly evaluate destinations
through digital information, the online presence of SMEs indirectly contributes to shaping destination image [6]. In
this way, SMEs serve as cultural communicators who convey the aesthetic characteristics and socio-cultural richness
of coastal communities.

Knowledge management emerges as another strong determinant of SME performance, particularly in contexts
where cultural knowledge, creative practices, and consumer insights hold strategic value. Effective knowledge
governance allows SMEs to blend tacit knowledge such as artisanal skills, traditional motifs, and cultural symbolism
with explicit knowledge like fashion trend analysis and digital marketing techniques [12]. The acquisition of relevant
knowledge equips SMEs to adjust rapidly to shifting consumer preferences, evolving technologies, and competitive
market conditions.

The study further indicates that knowledge sharing within and across SME networks strengthens collaborative
creativity and maintains product authenticity [13]. In coastal regions, knowledge flows through interactions among
artisans, designers, community elders, and creative workers, thereby preserving cultural narratives and artistic heritage
that shape design innovation. When this accumulated knowledge is applied, SMEs can create new product variations,
improve design quality, refine production processes, and craft more compelling digital narratives. These outcomes
significantly enhance market responsiveness, as confirmed by the structural equation modeling results.

Entrepreneurial marketing plays a critical behavioral function by converting digital resources and knowledge assets
into proactive, innovative, and opportunity-oriented actions. SMEs displaying strong entrepreneurial tendencies are
more adept at identifying emerging market opportunities, experimenting with new business strategies, and adapting
to environmental uncertainty. This entrepreneurial responsiveness contributes directly to improved business
performance, especially in sectors characterized by rapid change such as Muslim fashion [5].

The mediating role of entrepreneurial marketing is particularly notable, illustrating that digital capabilities and
knowledge resources produce stronger impacts when SMEs demonstrate entrepreneurial initiative [10]. This finding
suggests that technology and knowledge alone are not sufficient; instead, they must be accompanied by an
entrepreneurial mindset capable of leveraging these resources strategically. In coastal contexts, this behavioral
mechanism also supports cultural sustainability, as SMEs are encouraged to innovate without compromising cultural
authenticity. Such balance reinforces the cultural narratives embedded in products, making them more appealing to
culturally motivated consumers and tourists.

The integration of digital marketing, knowledge management, and entrepreneurial marketing creates synergistic
effects that significantly elevate SME performance. SMEs that successfully combine digital visibility, structured
knowledge systems, and entrepreneurial agility are better positioned to design culturally resonant promotional
strategies that strengthen both product appeal and destination identity [14]. These integrated capabilities amplify the
cultural and economic contributions of SMEs to coastal communities.

Overall, the findings highlight the need for a unified strategic framework that simultaneously strengthens digital
literacy, supports knowledge-sharing ecosystems, and fosters entrepreneurial behavior. When these components
operate holistically, SMEs become more resilient, competitive, and culturally expressive. This integrated capacity
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positions them not only as economic actors but also as cultural agents who help shape and reinforce sustainable coastal
destination image[1].

From a broader perspective, empowering coastal SMEs requires multi-stakeholder collaboration involving
government bodies, tourism authorities, industry associations, educational institutions, and local communities. Such
collaboration ensures that SMEs are equipped with the digital tools, knowledge infrastructures, and entrepreneurial
competencies necessary to thrive in an increasingly digital and culturally competitive marketplace. The study
ultimately concludes that enhancing SME performance in coastal regions is not merely a business-oriented initiative
but an essential effort for sustaining cultural identity and supporting long-term destination development.

4 Conclusion

This study concludes that digital marketing and knowledge management significantly influence the performance
of coastal SMEs, both directly and indirectly through entrepreneurial marketing. The integration of these three
constructs strengthens SMEs’ strategic capabilities, enabling them to operate more competitively in dynamic market
environments. Digital marketing enhances market reach and cultural visibility, while knowledge management supports
continuous learning, innovation, and responsiveness. Entrepreneurial marketing serves as the behavioral mechanism
that transforms digital and knowledge resources into proactive, opportunity-driven actions. Collectively, these
findings highlight the need for SMEs to develop robust digital competence, structured knowledge systems, and
adaptive entrepreneurial orientations. Strengthening these elements not only improves business performance but also
contributes meaningfully to sustainable coastal destination image. Therefore, SME empowerment strategies should
prioritize technological adoption, knowledge ecosystem development, and entrepreneurial innovation to support long-
term coastal economic resilience.
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