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EDUCATIONAL LEADERSHIP & MANAGEMENT | RESEARCH ARTICLE

The impact of financial literacy and financial 
behavior in entrepreneurial motivation – 
evidence from Indonesia
Rapina Rapina1*, Meythi Meythi1, Dien N. Rahmatika2 and Mardiana Mardiana3

Abstract:  Entrepreneurship has been viewed as a catalyst for economic growth 
because it creates jobs and offers solutions to social issues. The government is trying to 
make entrepreneurship popularized among the public, especially in students in uni-
versities. This analysis aims to ascertain how financial behavior and literacy, particu-
larly among accounting students who are the sample of this study at West Java 
universities, affect entrepreneurial motivation. In addition, this research also examined 
the level of financial literacy and the level of financial behavior in accounting students 
in West Java, Indonesia. This research employs a quantitative approach and the data 
were collected using a survey questionnaire. Partial Least Square Structural Equation 
Modelling (PLS-SEM) method were used to analyze data of 252 respondents of 
accounting students from universities in West Java, Indonesia. The study discovered 
a significant positive association between financial literacy and accounting students’ 
financial behavior and their willingness to start their own business. The research also 
assessed the degree of financial literacy and financial behavior among participants 
who achieved a relatively strong overall outcome, along with the level of drive for 
entrepreneurship among respondents with a similarly elevated average performance. 
This research contributes to educators and educational institutions that it is very 
important to design an integrated educational curriculum to strengthen the entre-
preneurial motivation of accounting students who are the sample of this study at West 
Java universities in Indonesia.
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1. Introduction
Entrepreneurship is crucial for creating new prospects for economic growth because it creates jobs 
and offers solutions to social issues (Kimmit & Munoz, 2017; Urbano & Aparicio, 2015; Zarnadze 
et al., 2022), so that entrepreneurship education in tertiary institutions needs to be developed and 
taught to students effectively. Unfortunately, there are number of factors that hinder the devel-
opment of entrepreneurial potential among Indonesian youth, one of which is the lack of financial 
literacy in individuals (Napitupulu, 2021; Prasetyo, 2020). Developing nations like Indonesia encou-
rage students to engage in entrepreneurship and think about it as a career, because the emer-
gence of entrepreneurship is significantly influenced by students (Karimi et al., 2014). Indonesia 
itself is a vast archipelago country where Java Island is one of the largest and most populous 
islands in Indonesia and even in the world. It is not surprising that Java Island is the center of 
economics and politics in Indonesia, and even the capital city of Indonesia itself is in Java Island 
(Dsikowitzky et al., 2019; Setyaningrum, 2022), so it is necessary to examine the entrepreneurial 
motivation of students on Java Island for Indonesia’s economic development.

For their business to succeed, entrepreneurs need to have a solid understanding of finance. 
Entrepreneurs are defined as those who start enterprises, employ resources, take risks, and 
actively participate in business choices (Vodă & Florea, 2019). Successful business owners must 
possess strong money management abilities (Ahmad et al., 2021). As previously explained that 
individual financial literacy is important in supporting entrepreneurship where financial literacy is 
knowledge or education in relation to money, assets, bank accounts, investments, credit, insur-
ance, taxes, and how to use this financial information when making individual financial plans 
effectively. Financial competency can be increased through financial literacy, which also influences 
personal financial behavior (Akca et al., 2018; Te’eni-Harari, 2016). Developing individual financial 
literacy requires a long process because it requires a lot of effort from the individual himself and 
from the institution surrounding the individual (Çera et al., 2021). Those that are financially literate 
will exhibit healthy financial behavior, such as when making long-term decisions like purchasing 
a new home or creating retirement plans (Blue et al., 2014). The entrepreneur’s obligations in 
terms of business finance, investment, cash flow, and planning are tied to individual financial 
conduct (Jappelli & Padula, 2013). According to several studies, financial literacy influences 
individual financial behavior, and as a person’s financial literacy increases, their ability to manage 
finances effectively also improves (Akca et al., 2018; Arofah et al., 2018).

Entrepreneurs must understand finance and possess financial skills prior to engage in business 
activities. The knowledge and abilities gained through education result in responsible financial 
behavior that can ultimately contribute to the successful operation of a business (Ahmad et al.,  
2021). The government has also paid special attention to improving the quality of entrepreneur-
ship in Indonesia, for example through the school curriculum which has added lessons on entre-
preneurship (Saptono et al., 2020). Unfortunately, in real life, there are many young entrepreneurs 
fail to manage their business. The success rate of young entrepreneurs was previously reported to 
be low (Fatoki, 2014). In addition, the study revealed that financial management practices were 
neglected while business production and marketing were given top priority (Fuller et al., 2018), and 
there are barriers to financing young entrepreneurs face (Musie, 2015). Apart from that, there is 
research that states that gender influences financial literacy where men have greater financial 
capabilities than women and women are more likely to be consumptive than men, so there is 
a significant difference in financial literacy between men and women (Llados-Masllorens & Ruiz- 
Dotras, 2022; Upa et al., 2019). These gender differences will also appear in entrepreneurial 
motivation, so there must be differences in providing financial literacy education for men and 
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women. Those who do not have entrepreneurial motivation will face obstacles in maintaining and 
developing their business, so entrepreneurial motivation is an important thing that must be 
increased even though people are financially literate (Upa et al., 2019).

Even though financial behavior and financial literacy are important components in running a business, 
there are still many entrepreneurs who cannot run a business well in Indonesia (Napitupulu, 2021; 
Prasetyo, 2020). This was recorded in the news on CNBC Indonesia (Bestari, 2022), namely that many 
start-up companies failed in Indonesia which was caused by several factors related to financial literacy 
and poor financial behavior. One example of business failure is caused by lack of funds, this means that 
people who have entrepreneurial abilities may not have the knowledge to obtain funding while starting 
the business (Li & Qian, 2020). Therefore, this research examines the level of financial literacy and level of 
financial behavior in accounting students who are the sample of this study in West Java, Indonesia and 
also re-examines the relationship between financial literacy, financial behavior and entrepreneurial 
motivation in entrepreneurs, who in this context are accounting students in West Java, Indonesia. 
Indonesia is a developing country that strongly encourages entrepreneurship programs to support 
economic development, however most of the research in the field of entrepreneurial intentions that 
explores factors such as education, psychological factors and financial literacy has not been researched 
adequately (Aldi et al., 2019). To the best of the researcher’s knowledge, although there is some 
literature that discusses this matter, it is believed that there is still a scarcity of research in this field 
(Alshebami & Al Marri, 2022) and there has been no research that directly links these three variables in 
one study and was conducted in Indonesia, especially on the island of Java. According to Mauch and 
Park (2003:12) in their book entitled “Guide to the successful thesis and dissertation”, it is said that 
originality does not mean that the research question or hypothesis is completely new, so replication of 
previous research can also be said to meet the criteria for originality. Departing from these references, 
the novelty in this research lies in the mediating effect of Financial Behavior on Financial Literacy on 
Entrepreneurship Motivation which has not been tested in previous research, also this research uses 
a different data processing method from previous research.

This research has a significant contribution, both theoretically and practically. From a theoretical 
point of view, this research can help identify the key factors in financial literacy that have the most 
significant impact on entrepreneurial motivation. This can enable the development of literacy 
programs that are more focused and effective in encouraging interest in entrepreneurship. From 
a practical standpoint, this research can also help entrepreneurs make wiser decisions in mana-
ging their business finances. This can have an impact on reducing business risk and increasing the 
chances of success. The results of this research can provide a better understanding to the 
government and related institutions regarding how increasing financial literacy can support the 
growth of the entrepreneurial ecosystem. Policies that focus on financial education can create 
a more conducive environment for aspiring entrepreneurs.

2. Literature review
The theory of reasoned action proposed by Fishbein and Ajzen (1977) has been used for the past two 
decades to study individual desires and behavior. This theory says that individuals have the intention 
or desire to perform an action that results in that individual’s behavior. When someone already has 
high financial knowledge, he will tend to have good financial behavior and ultimately generate 
motivation for entrepreneurship. This is in accordance with the theory mentioned above, namely 
that a person’s motivation arises from a person’s intention to behave or the actual intention produces 
motivation to perform the action (Zarnadze et al., 2022). In this study, the concept of financial literacy 
is broken down into three distinct dimensions: financial knowledge, financial attitude, and financial 
behavior. However, for the purposes of this research, only two of these dimensions, namely financial 
knowledge (referred to as financial literacy) and financial behavior, were examined. This decision was 
made based on the understanding that attitudes and behaviors in the realm of finance are intricately 
interconnected (Çera et al., 2021). Therefore, the researchers chose to amalgamate these dimensions 
into a single variable, which is referred to as financial behavior.
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This research also uses capability theory (Sen, 1993) where capability requires the freedom that 
individuals have to live their lives and get the opportunities they want (Çera et al., 2020). This also 
refers to the concept that individuals who have certain abilities can shape and influence their level 
of motivation, in this case individuals who have financial abilities will influence their motivation for 
entrepreneurship. The financial capabilities possessed by individuals come from the knowledge 
they obtain either from their family environment or from their school education environment. 
These financial abilities include financial literacy and financial behavior which will ultimately 
increase their motivation to create a business (Khan et al., 2022). Capability theory emphasizes 
the importance of developing individual abilities. When someone feels capable of mastering the 
skills and knowledge necessary for entrepreneurship, they tend to be more motivated to start their 
own business, this is because they feel they have sufficient foundation to succeed. Apart from 
individuals having reliable financial capabilities, it should be noted that there are external factors 
that need to support this, one of which is access to finance to start a new business (Çera et al.,  
2020).

2.1. Financial literacy and financial behavior
Financial literacy is considered as a combination of knowledge, skills and self-efficacy and the 
decision-making process is influenced by individual knowledge which enables a person to trans-
form knowledge into behavior (Çera et al., 2021). Financial knowledge is defined as an under-
standing of personal finance and the economy which includes knowledge of savings and 
investment, banking and insurance, taxes and debt (Khan et al., 2022). Through financial literacy, 
individuals learn to make long-term monetary choices, such as buying an unused domestic or 
making retirement plans, so monetary proficiency comprises of terms and data instructed for the 
monetary advancement of each person (Blue et al., 2014). Financial decision-making and financial 
management behavior includes things like creating budgets, paying bills on time, and appropri-
ately managing savings (Bhushan & Medury, 2014; Kalekye & Memba, 2015). It can be seen that 
individual financial knowledge is an important component to improve individual behavior in 
making financial decisions. Further exploration also revealed that financial knowledge influences 
individual financial behavior and decision making by individuals so that they are related to one 
another (Allgood & Walstad, 2016; Kalmi, 2018).

The financial knowledge of students, aged 18 and over, is very important because students at 
this age begin to lead an independent life, especially in terms of finances. Financial knowledge 
becomes essential when these students start spending their own money (Ahmad et al., 2021). 
Most students struggle to manage their money when they are entering college, they are beginning 
to live independently, and are getting their first taste of handling their own money (Shaari et al.,  
2013). College students’ financial actions appear to have an impact on their future, which suggests 
that someone with inadequate financial literacy will experience financial difficulties in the future. 
Student’s academic achievement, financial hardship, and capacity to find employment after 
graduation can all be affected by economic ignorance (Ahmad et al., 2021). Financial conduct is 
significantly affected by financial literacy. Research demonstrates that financial knowledge sig-
nificantly affects financial behavior, which is a crucial component of financial literacy (Trunk & 
Dermol, 2015). According to Xiao et al. (2014), sound financial management is what leads to 
financial security and a promising future. As a result, it is crucial for students to arm themselves 
with financial knowledge.

Thus, this research hypothesises that:

H1: Financial literacy is positively related to the financial behavior of accounting students.
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2.2. Financial behavior and entrepreneurial motivation
Entrepreneurship is an important matter that has received attention from the government 
because it can make an extraordinary contribution to the advancement of the economy, expansion 
of economic potential, and enhancement of societal well-being (Saptono et al., 2020). 
Entrepreneurship is encouraged among the younger generation, such as students from various 
universities. Entrepreneurial activities are related to financial activities in business where good 
financial behavior is needed in a business. Entrepreneurs that have strong financial management 
abilities promote business expansion. Entrepreneurs must therefore be backed by financial com-
petence, one of which is the financial behavior required of them to manage their businesses 
successfully (Suparno & Saptono, 2018). The obligations of the entrepreneur in terms of business 
finance, investing, cash flow, and planning are related to behavioral finance. One of the financial 
skills necessary for the success and expansion of entrepreneurial businesses is behavioral finance. 
Education-based knowledge and skills enable responsible financial behavior (Jappelli & Padula,  
2013).

Behavioral finance is about how a person makes financial decisions including financial planning, 
saving, budgeting, investing, and paying off debt (Çera et al., 2021; Greenberg & Hershfield, 2019). 
Financial behavior reveals the degree to which the entrepreneur is in control of the company’s 
finances and budgeting, and sound financial behavior makes it easier to make wise choices, 
whereas bad business management can be a hindrance in doing business. Entrepreneurs that 
practice effective financial conduct may comprehend comprehensive impact of financial choices 
on business outcomes (Saifurrahman & Kassim, 2021). Therefore, having good financial knowledge 
and good financial behavior can also affect the younger generation to become entrepreneurs 
(Ahmad et al., 2021).

Based on the above description, this research hypothesises that:

H2: Financial behavior is positively related to entrepreneurial motivation of accounting students.

2.3. Financial literacy and entrepreneurial motivation
Over the past decade, entrepreneurship has grown in importance as a social and economic issue 
and a world-renowned research topic. Entrepreneurship is becoming a very relevant instrument for 
increasing economic growth and development in various countries. Entrepreneurial activities are 
introduced to the younger generation, especially students at universities. They are given financial 
competence to manage a business effectively (Saptono et al., 2020).

Our country is also starting to promote and disseminate knowledge about entrepreneurship 
more broadly. Starting from school to tertiary institutions, it is targeted to provide motivation and 
knowledge about the importance of entrepreneurship. This is so that when they graduate and 
immediately enter society, they will no longer be awkward in facing the business world or jobs that 
are hard to come by. Financial literacy is an important factor in this entrepreneurship (Utami & 
Wahyuni, 2022).

Educational institutions can develop fundamental entrepreneurial abilities to encourage stu-
dent’s entrepreneurial enthusiasm. This education gives financial knowledge and skills, improves 
student’s financial literacy, and direct students to appropriate financial behaviors. This education 
encourages students to have high entrepreneurial motivation (Israr & Saleem, 2018; Suparno & 
Saptono, 2018). Insufficient understanding of financial matters creates challenges in making 
finance-related choices, and since entrepreneurs are obligated to make such decisions, it becomes 
imperative for them to possess financial literacy. Consequently, having a grasp of financial con-
cepts positively influences business growth (Zhao & Li, 2021).
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Based on the above description, this research hypothesises that:

H3: Financial literacy is positively related to the entrepreneurial motivation of accounting students

2.4. Financial literacy and entrepreneurial motivation mediated by financial behavior
Financial literacy and financial behavior influence student’s interest in entrepreneurship. These 
supporting factors are needed to foster student motivation for entrepreneurship (Ahmad et al.,  
2021). A person with good financial literacy will also tend to have good financial behavior and this 
will result in increased motivation for entrepreneurship, so that entrepreneurial motivation has 
a partial relationship with financial literacy because financial knowledge cannot be significantly 
related to entrepreneurial intentions without being transformed into finance-related behaviors or 
attitudes (Solesvik, 2013). Entrepreneurs who have received entrepreneurship education exhibit 
higher motivation compared to entrepreneurs without entrepreneurship education (Ahmad et al.,  
2021). Studying financial topics can improve financial attitudes and behavior (Cera et al., 2021) 
which in turn can create entrepreneurial motivation.

Research conducted by Alshebami and Al Marri (2022) says the same thing, namely financial 
literacy has an impact on financial behavior which ultimately increases people’s intention to 
become entrepreneurs. Financial literacy significantly impacts various factors, including individual 
saving behavior (Shafinar et al., 2015). This means that the greater one’s financial literacy, the 
greater one’s level of savings, and the greater one’s financial well-being (Gilenko & Chernova,  
2021). Furthermore, due to individual financial literacy, savings increase, enabling people to start 
new businesses or expand existing businesses (Alshebami & Al Marri, 2022).

Based on the above description, research hypothesises can be seen at Figure 1 below:

H4: Financial literacy has a positive relationship with accounting students’ entrepreneurial moti-
vation which is mediated by financial behavior

3. Methodology

3.1. Participants
This research employed a quantitative research design and survey questionnaire was used to 
collect the data. This research was conducted between November 2022 and March 2023. 
Students studying accounting from the University of Java Island in Indonesia made up the study’s 
population. Purposive sampling was the method of sampling utilized in this study, and the target 
respondents were those who met specific practical requirements, such as proximity to the study’s 
location and willingness to participate. Researchers asked lecturers at the university for permission 
to distribute questionnaires to students at the university. Researchers also entrusted question-
naires to known lecturers or to students, then they helped distribute the questionnaires at their 
respective universities. The respondents collected were 252 accounting students and all respon-
dents gave consent that the data provided would be published for scientific purposes. These 
respondents were final year students who had better financial literacy than other students. The 

Figure 1. Research Model.
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sample of students is also considered the most relevant to this study because based on their 
understanding of finance and business, students are regarded as a prospective entrepreneurial 
population (Ahmad et al., 2019).

3.2. Intrumentations
A structured questionnaire with four components was used to gather primary information for the 
independent and dependent variables. The first part deals with the respondent’s profile, 
the second part deals with financial literacy, the third part deals with financial behavior and the 
fourth part deals with entrepreneurial motivation. All questions used a 5-point Likert scale from 
“strongly disagree” (1) to “strongly agree” (5).

The questionnaire survey used in this study was adopted from the OECD report (2011) as well as 
Atkinson and Messy (2012) to quantify financial literacy and financial behavior, while to quantify 
entrepreneurial motivation was adopted from Ahmad et al. (2021). Questionnaires were distrib-
uted online to students with consideration of the ease of obtaining data at the end of 2022 which 
is a pandemic transition period.

3.3. Validity and reliability
The study instrument was already validated by the previous research. Validity testing is carried out 
by testing convergent validity and discriminant validity to ensure that the indicators used to 
measure constructs are valid. Convergent validity was measured using AVE (average variance 
extracted). An AVE value of more than 0.50 indicates that on average, the construct explains 
more than half of the variance of the indicators. Discriminant validity is the degree to which 
a construct is completely different from a construct based on empirical standards. The method 
for testing discriminant validity is based on cross loadings of indicators, with of acceptable outer 
loading value is greater than 0.7. Consistency reliability testing uses the Cronbach’s alpha value 
and the composite reliability value where the Cronbach’s alpha value is at least 0.7 and the 
composite validity value is at least 0.7 (Hair et al., 2014).

3.4. Data analysis
The analysis uses structural equation modeling with an alternative partial least square method. 
The reason for using structural equation modeling is because the variables being studied are not 
measured directly but are measured through several indicators. The Structural Model used as 
a data assessment in the first PLS-SEM by measuring collinearity to predict endogenous constructs 
or indicators with a determination assessment (R2) (Hair et al., 2014).

Data availability

Underlying data

Figshare: Dataset survey on Accounting Students from 252 respondents. https://doi.org/10.6084/ 
m9.figshare.22331161.v1 (Rapina et al., 2023).

This project contains the following underlying data:

- Questionnaire results from 252 accounting students.

4. Results
Based on the results of distribution and collection of questionnaires, it can be seen the demo-
graphic profile of respondents among accounting students in West Java, Indonesia, which 
describes the characteristics of respondents regarding gender, age, and whether the respondent 
has received courses regarding financial knowledge and entrepreneurship. In Table 1 below you 
can see the characteristics and distribution of respondent profiles. The proportion of male respon-
dents is less than female. Furthermore, regarding age characteristics, it can be seen that the 
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majority of respondents are in the age range of 21 to 25 years, this is in line with the researchers’ 
expectations in obtaining information because students at this age are final year students have 
a high level of financial literacy and understanding in the fields of finance and business, also 
students in this age range are considered a potential entrepreneurial candidate. Furthermore, in 
relation to courses on financial knowledge and entrepreneurship, it can be seen in Table 1 that the 
majority of respondents had attended a course on finance and had attended an entrepreneurship 
course.

4.1. Descriptive analysis
Interpretation of data from respondents’ responses can be used to enrich the discussion, through 
pictures of respondents’ responses it can be seen how the condition of each variable indicator 
being studied. In order to make it easier to interpret the variables being studied, the average score 
of the respondents’ answers was calculated. Below are the descriptive results of the analysis in this 
study.

Most accounting students who are the sample of this study at universities spread across Java 
Island already have good financial literacy with an average total score of 3.90 on a scale of 1–5, 
that can be seen at Table 2. The highest financial literacy is regarding the importance of invest-
ment, with a typical rating of 4.22. This shows accounting students who are the sample of this 
study understand that investing their money wisely can generate potential growth and increased 
financial security over time. Conversely, the lowest financial literacy is regarding the importance of 
insurance for future protection, with a typical overall rating of 3.64. Accounting students who are 
the sample of this study are not yet aware of the importance of insurance because they lack 
personal experience that emphasizes the importance of insurance and lack of education or 
campaigns about the importance of insurance.

In general, accounting students at universities spread across Java Island who are the sample of 
this study already have good financial behavior with a typical overall rating of 3.65 on a scale of 1– 
5, that can be seen at Table 3. The best financial behavior is in terms of preparing a budget every 
month, with a typical rating of 3.97. Accounting students who are the sample of this study are 
aware of the importance of making a budget for their finances, this implies that they have an 
understanding of finances and they control expenses so they can avoid excessive spending. On the 
other hand, the worst financial behavior is in monitoring one’s own financial affairs continuously, 

Table 1. The demographic profile of respondents
Variable Frequency (n) Percentage (%)
Gender
Male 59 23

Female 193 77

Age
16–20 years old 74 29

21–25 years old 156 62

26–30 years old 15 6

>30 years old 7 3

Attended Financial Course
Yes 231 92

No 21 8

Attended Entrepreneurship 
Course
Yes 231 92

No 21 8
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with a typical overall rating of 3.27. Accounting students who are the sample of this study lack 
constant monitoring of their financial condition because doing so is time-consuming, tiring and 
can create undue anxiety.

In general, accounting students who are the sample of this study at universities spread across 
Java Island already have high entrepreneurial motivation with a typical overall rating of 3.78 on 
a scale of 1–5, that can be seen at Table 4. The highest motivation is in terms of the habit of 
budgeting and planning financial resources to run a business, with a typical rating of 4.31. 
Accounting students who are the sample of this study are highly motivated by the idea of adopting 
the habit of budgeting and planning financial resources to run a business. Conversely, the lowest 
motivation is in terms of the habit of dealing with funding or debt for businesses, with a typical 
rating of 3.21. Accounting students who are the sample of this study do not understand business 
financing or debt due to a lack of education and understanding of business funding and debt 
management strategies as well as a lack of experience in this matter.

4.2. Verification analysis
To prove whether financial literacy and financial behavior affect entrepreneurship motivation, 
a test is carried out using structural equation modeling with an alternative partial least square 
method. In SEM-PLS there are two sub-models, namely the outer model and the inner model.

4.2.1. Outer model
The outer model or measurement model is a model that connects latent variables with manifest 
variables. In this study there were 3 latent variables with a total of 30 manifest variables 
(indicators). The following is the result of analysis of data processing using Warp PLS 7.0 along 
with an explanation of the convergent validity and discriminant validity tests.

Table 2. Financial literacy descriptive Statistics
Code of indicator Indicator N Mean
FL_01 I understand my current 

financial situation.
252 3,91

FL_02 I understand the risk of 
using a credit card.

252 3,69

FL_03 All types of investment 
are profitable.

252 3,66

FL_04 Buying insurance is 
important for protection 
in the future.

252 3,64

FL_05 I am certain about where 
my money is spent.

252 4,02

FL_06 Investment is important. 252 4,22

FL_07 I set long-term financial 
goals and strive to 
achieve them.

252 3,91

FL_08 I tend to do financial 
planning for my financial 
well-being.

252 4,09

FL_09 I am prepared to risk 
some of my own money 
when making an 
investment.

252 3,90

FL_10 I find it more satisfying to 
save money for future 
undertakings.

252 4,01

Overall 3,90
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Table 3. Financial behavior descriptive Statistics
Code of indicator Indicator N Mean
FB_01 I have a life insurance 

policy.
252 3,79

FB_02 I prepare a budget every 
month.

252 3,97

FB_03 I maintain adequate 
financial records.

252 3,35

FB_04 I contribute to an 
investment account.

252 3,62

FB_05 I keep track of my 
expenses on a regular 
basis.

252 3,86

FB_06 I get cash advances from 
my debit card.

252 3,28

FB_07 I plan and implement 
a regular savings 
programme.

252 3,96

FB_08 I compare prices when 
shopping for purchases.

252 3,76

FB_09 I keep a close personal 
watch on my financial 
affairs.

252 3,27

FB_10 I read to increase my 
financial knowledge.

252 3,62

Overall 3,65

Table 4. Entrepreneurship motivation descriptive Statistics
Code of indicator Indicator N Mean
EM_01 Instill entrepreneurial 

motivation.
252 3,60

EM_02 Preparing financial 
reports.

252 3,70

EM_03 Managing working 
capital.

252 3,67

EM_04 Preparing sufficient cash 
flows.

252 4,28

EM_05 Solving financial 
problems.

252 3,98

EM_06 Dealing with financial 
debts.

252 3,21

EM_07 Understanding financial 
reports.

252 3,58

EM_08 Estimating cost of 
a product.

252 3,61

EM_09 Allocating financial 
resources.

252 3,85

EM_10 Budgeting and planning 
financial resources.

252 4,31

Overall 3,78
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In Table 5, the indicators have loading factors that are less than 0.7 is advised to be removed 
from the model (Hair et al., 2014). With the removal of the indicator from the model with a loading 
factor of less than 0.7, the outcomes of the new outer model are as follows.

In Table 6, all indicators have a loading factor greater than 0.7 and are declared valid. The 
composite reliability (CR) of each latent variable is also greater than 0.7 indicating that these 
indicators are reliable for gauging the corresponding latent variables.

In the financial literacy latent variable, the FL04 indicator (purchasing essential insurance for 
future protection) has the greatest loading factor. This information demonstrates that the latent 
variable of financial literacy is most strongly reflected by the importance of insurance for future 
protection. On the other hand, the FL10 indicator (more satisfied to save money for a business or 
activity in the future) is the weakest in reflecting the latent variable of financial literacy. The 
average variance extracted (AVE) value of 0.584 indicates that the latent variable financial literacy 
can reflect, on average, 58.4% of the data from each indicator.

In the financial behavior latent variable, the FB08 indicator (likes to compare prices or price 
surveys when shopping) has the greatest loading factor. This data shows that comparing prices or 
price surveys when shopping is the most strongly in reflecting financial behavior variables. On the 
other hand, the FB07 indicator (planning and implementing a regular savings program) is the 
weakest in reflecting latent financial behavior variables. The average variance extracted (AVE) 
value of 0.669 indicates that on average 66.9% of the information contained in each indicator can 
be reflected through financial behavior latent variables.

In the entrepreneurship motivation latent variable, the EM07 indicator (understanding business- 
related financial reports) has the greatest loading factor. This data shows that understanding of 
financial statements related to effort is strongest in reflecting entrepreneurship motivation. On the 
other hand, the EM05 indicator (accustomed to solving financial problems) is the weakest in 
reflecting the latent variable entrepreneurship motivation. The average variance extracted (AVE) 
value of 0.687 indicates that on average 68.7% of the information contained in each indicator can 
be reflected through the latent variable entrepreneurship motivation.

The next test is discriminant validity through cross loading, according to Hair et al. (2014) the 
presence of cross loading which is greater than outer loading indicates a discriminant validity 
problem. In Table 5, the loading factor values of each construct (latent variable) with their own 
indicators are higher than the indicators on other latent variables. This data shows that there is no 
discriminant validity’s problem, because each indicator has a stronger relationship with its own 
construct than with other constructs.

In addition, researchers have also examined the problem of multicollinearity between the 
indicators used in this study and the result is that there is no multicollinearity between indicators 
in the variables used. Statistical results show that the Average VIF (AVIF) value in this study is 
2,668. AVIF value of 5 or more indicates a critical collinearity problem between the indicators of 
the formatively measured constructs. However, collinearity problems can also occur at VIF values 
lower than 3. Ideally, VIF values should be close to 3 and lower (Hair et al., 2019). It can be 
concluded that in this study there is no multicollinearity problem.

4.2.2. Inner model
The inner model is a model that links exogenous latent variables with endogenous latent variables, 
or the relationship between endogenous variables and other endogenous variables. In this study, 
the exogenous variables were Financial Literacy (FL) and Financial Behavior (FB), while the endo-
genous variables in this study were Entrepreneurship Motivation (EM). The inner model relationship 
in this study can be seen in Figure 2 below.
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On Table 7 it can be seen through R2 that financial literacy has an influence of 54.2% on financial 
behavior. The financial behavior has an influence of 68.5% on entrepreneurship motivation. The Q2 

value is a predictive relevance value, because Q2 >0.35 indicates that the structural model 
obtained has strong predictive usefulness.

4.2.2.1. The influence of financial literacy on financial behavior. The first hypothesis to be tested is 
the effect of financial literacy (FL) on financial behavior (FB). Table 7 demonstrates that the path 
coefficient of financial literacy on financial behavior has a positive sign with tstatistic value of 13.143 
and a probability value close to zero. Because the tstatistic is greater than 1.645 and the probability 
value is < 0.05, at the 5% error level it is decided to accept the hypothesis. It can be concluded that 
financial literacy has a positive effect on financial behavior. The results of this study provide 
empirical evidence that better financial literacy will increase the financial behavior of university 
accounting students who are the sample of this study spread across Java.

4.2.2.2. The influence of financial behavior on entrepreneurship Motivation. The second hypothesis 
to be tested is the effect of financial behavior (FB) on entrepreneurship motivation (EM). Table 7 
demonstrates that the financial behavior path coefficient on entrepreneurship motivation is 

Table 6. Loadings factor and cross loading each latent variable indicator
Indicator FL FB EM
FL01 0,770 0,555 0,619

FL02 0,773 0,675 0,692

FL03 0,821 0,580 0,720

FL04 0,829 0,684 0,718

FL05 0,748 0,579 0,574

FL06 0,755 0,426 0,659

FL07 0,729 0,433 0,559

FL08 0,781 0,548 0,730

FL09 0,720 0,487 0,587

FL10 0,711 0,588 0,567

FB04 0,705 0,847 0,788

FB06 0,494 0,790 0,476

FB07 0,593 0,717 0,587

FB08 0,652 0,899 0,737

FB09 0,492 0,801 0,503

FB10 0,633 0,843 0,743

EM01 0,676 0,657 0,840
EM02 0,685 0,787 0,842
EM03 0,705 0,703 0,865
EM04 0,697 0,468 0,838
EM05 0,678 0,600 0,720
EM07 0,722 0,737 0,896
EM08 0,671 0,730 0,842
EM09 0,725 0,608 0,744
EM10 0,743 0,568 0,861
CR 0,933 0,924 0,952
CA 0,921 0,900 0,942
AVE 0,584 0,669 0,687
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positive with tstatistic value of 6.729 and a probability value close to zero. Because the tstatistic is 
greater than 1.645 and the probability value is < 0.05, at the 5% error level it is decided to accept 
the hypothesis. It can be concluded that financial behavior has a positive effect on entrepreneur-
ship motivation. The results of this study provide empirical evidence that better financial behavior 
will increase entrepreneurship motivation among university accounting students who are the 
sample of this study across Java.

4.2.2.3. The influence of financial literacy on entrepreneurship motivation. The third hypothesis to 
be tested is the effect of financial literacy (FL) on entrepreneurship motivation (EM). In Table 7 it 
can be seen that the path coefficient of financial literacy on entrepreneurship motivation has 
a positive sign with a statistical value of 9,561 and a probability value close to zero. Because the 
t statistic is greater than 1.645 and the probability value is < 0.05, at the 5% error level it is decided 
to accept the hypothesis. It can be concluded that financial literacy has a positive effect on 
entrepreneurship motivation. The results of this study provide empirical evidence that better 
financial literacy will increase entrepreneurship motivation among university accounting students 
who are the sample of this study across Java.

4.2.2.4. The influence of financial literacy on entrepreneurship motivation mediated by financial 
behavior. The fourth hypothesis to be tested is the influence of financial literacy (FL) on entrepre-
neurship motivation (EM) mediated by financial behavior (FB). Table 7 demonstrates that the path 
coefficient of financial literacy mediated by financial behavior towards entrepreneurship motiva-
tion has a positive sign with tstatistic value of 6.952. The indirect effect of financial literacy on 
entrepreneurship motivation via financial behavior is 0.292 which is obtained from multiplying the 
financial literacy path coefficients on entrepreneurship motivation and financial behavior. Based 
on the calculation results presented in Table 7, it can be seen that the p-value is 0.00 because the 
p-value is smaller than 0.05, so there is an indirect influence from financial literacy to entrepre-
neurship motivation via financial behavior. This means that the higher the financial literacy, the 
better the financial behavior and if the financial behavior is good, the entrepreneurship motivation 
will be better. It can be concluded that financial literacy mediated by financial behavior has 
a positive effect on entrepreneurship motivation. The results of this study provide empirical 
evidence that good financial literacy will improve financial behavior and finally increase entrepre-
neurship motivation among university accounting students who are the sample of this study 
across Java.

Figure 2. Model results.
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5. Discussion
This study describes the effect of financial literacy and financial behavior on entrepreneurial 
motivation in accounting students who are the sample of this study in West Java, Indonesia. 
The study’s findings indicate that accounting students who are the sample of this study in West 
Java have financial literacy that is quite good, above average. The conclusion of this study is in 
accordance with the findings of Ahmad et al. (2021) which explains that accounting students have 
a fairly good level of financial literacy compared to students of other majors. The respondent’s 
data shows that good financial literacy can be seen in the awareness of accounting students who 
consider investment to be important. Students’ financial decisions affect their future, and those 
with inadequate financial literacy will likely experience financial difficulties down the road. This will 
be different from students who are aware of the importance of investing because by investing, 
students will have sufficient finances in the future. By investing means they understand the 
importance of saving, this is in line with what previous research said that individuals with good 
financial knowledge will have a saving awareness (Bhushan & Medury, 2014; Kalekye & Memba,  
2015). According to earlier studies, students who have a strong grasp of finance are more likely to 
be conscious of their financial situation that investment is good for dealing with financial problems 
in the future (Ali et al., 2022). However, there are also findings which say that students from 
accounting or business backgrounds have an understanding of finance that is no better than 
students from other majors. This implies that financial education still needs to be improved in 
educational institutions (Ahmad et al., 2019).

Regarding student financial behavior, the respondent’s data shows that accounting students 
who are the sample of this study are aware of the importance of making a budget every month. 
A good budget or financial plan must be used to achieve long-term financial targets. This is in 
accordance with research conducted by Greenberg and Hershfield (2019) which says that indivi-
duals with good financial behavior will also have the ability to make good financial decisions, one 
of which is aware of the importance of making a budget. Students are considered to manage their 
finances well if they have sufficient financial knowledge, so that there is a relationship between 
financial literacy and financial behavior (Trunk & Dermol, 2015). Hence, when students are aware 
of and knowledgeable about finances, they may make wise financial judgments. This can be seen 
in the potential of students in managing their personal finances such as having investments and 
insurance. This study supports other studies that show how financial literacy affects students’ 
financial behavior (Akca et al., 2018; Arofah et al., 2018; Te’eni-Harari, 2016; Vodă & Florea, 2019). 
This finding is also in line with the findings of Çera et al. (2021) who said individual financial 
knowledge is an important component in making decisions in financial matters, so that there is 
a strong relationship between financial knowledge and financial practice. However, research 
conducted by Kaiser and Menkhoff (2017) says something different, namely financial literacy 
does not affect financial behavior in micro-entrepreneurs, especially for those with low incomes.

Regarding entrepreneurship, data shows that financial behavior has a significant relationship to 
entrepreneurial motivation in accounting students who are the sample of this study in West Java. 
This is consistent with previous findings which state that students with good financial behavior in 
managing their personal finances will also have high motivation to become entrepreneurs (Ahmad 
et al., 2021; Jappelli & Padula, 2013). To sustain their business in the future when they become 
entrepreneurs, students must be prepared with financial knowledge and entrepreneurial abilities 
(Suparno & Saptono, 2018). Entrepreneurs are described as individuals who create businesses, use 
assets, take business risks and are active in making business decisions (Vodă & Florea, 2019). To 
achieve business success, entrepreneurs must also be equipped with good financial management 
skills (Ahmad et al., 2021). Data shows that the highest motivation for entrepreneurship is in terms 
of the habit of budgeting and planning financial resources to run a business, how the company’s 
financial resources will be managed, allocated, and utilized to achieve its goals and objectives. This 
means that students have good financial behavior according to research conducted by Greenberg 
and Hershfield (2019) which says that those who have good financial behavior will budget well. 
These findings align with earlier studies which explains that students who have good financial 
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management skills will be successful in making decisions regarding budgeting and allocating 
resources in implementing business strategies (Çera et al., 2021; Conneely, 2010). This shows 
that financial behavior and entrepreneurial motivation are strongly correlated.

Furthermore, financial literacy has a significant relationship with entrepreneurial motivation 
among accounting students who are the sample of this study which is mediated by financial 
behavior. Because financial literacy must be translated into financial-related actions to be sig-
nificantly connected to entrepreneurial aspirations, there is a partial association between entre-
preneurial motivation and financial literacy (Ahmad et al., 2021; Solesvik, 2013). Studying financial 
topics can improve financial attitudes and behavior (Cera et al., 2021) which in turn can create 
entrepreneurial motivation, so that financial behavior acts as a mediation between financial 
literacy and entrepreneurial motivation. The findings of this study show that among accounting 
graduates, financial literacy and entrepreneurial motivation are significantly correlated. Previous 
research has shown that students with high levels of financial literacy had more entrepreneurial 
desire than students with low levels of financial literacy, which is consistent with the present 
conclusion (Valencia et al., 2015). Students with high literacy levels have good financial knowledge 
and can take effective actions in starting their business. The same thing was stated by Alshebami 
and Al Marri (2022), namely that students who have good financial knowledge will have supportive 
financial behavior to start a business. A crucial managerial skill for entrepreneurs in deciding the 
success of their businesses is financial literacy. The competence of the business owner to manage 
finances determines the profitability of a company. In this case, entrepreneurs certainly have good 
knowledge of finance first and then carry out financial management to achieve business success 
(Akca et al., 2018; Jappelli & Padula, 2013). This is consistent with previous findings which state 
that students with good financial knowledge will tend to have good business motivation through 
behaviors or attitudes that support this knowledge (Israr & Saleem, 2018; Suparno & Saptono,  
2018).

6. Conclusion, implication, limitation, and recommendations for future research
Accounting students who are the sample of this study in West Java, Indonesia have a fairly good 
average level of financial literacy where they understand the importance of investment. The data 
shows that students have an awareness of the importance of making an investment and they can 
make a financial budget for their financial life quite well. Accounting students who are the sample 
of this study in West Java, Indonesia also have a fairly high average level of financial behavior 
where they are aware of the importance of making a budget for their finances, this implies that 
they have an understanding of finances and they control expenses so they can avoid excessive 
spending. With a fairly good level of financial literacy and level of financial behavior, students must 
have high entrepreneurial motivation.

From the results of this study, it can be concluded that financial literacy has a significant 
relationship with financial behavior, financial behavior has a significant relationship with entrepre-
neurial motivation, and finally financial literacy has a significant relationship with entrepreneurial 
motivation through financial behavior. These results are supported by previous research which 
concluded that financial literacy and financial behavior have a significant relationship to entre-
preneurial motivation.

Based on the findings of this study, there are several suggested implications. Young entrepre-
neurs must develop their financial skills to succeed in company in Indonesia since financial literacy 
is a crucial component of entrepreneurship among young entrepreneurs and has a significant 
impact on good financial behavior. Therefore, education in finance and entrepreneurship should be 
noted in academic institutions. Universities should provide a range of finance courses, seminars, 
and training sessions that are centered on developing financial management skills and dissemi-
nating sound financial advice. Through financial education courses or seminars on financial topics, 
students of all ages, educational backgrounds, and majors can improve their financial under-
standing. The data shows that although accounting students who are the sample of this study 
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have attended several entrepreneurship courses, this experience does not make a significant 
contribution to entrepreneurial motivation. Universities must therefore update their course offer-
ings to encourage students to start their own businesses. To increase students’ entrepreneurial 
motivation, higher education institutions should design more integrated educational curricula and 
policymakers should provide efficient policy procedures.

In addition, entrepreneurship education in Indonesia must involve the latest materials that are 
relevant to the fourth industrial era. This will equip students with superior entrepreneurial knowl-
edge and entrepreneurial mindset. In addition, the entrepreneurship model must use life-based 
learning, such as inviting entrepreneurs’ success stories or company visits, which will improve 
students’ entrepreneurial mindset and intention to become entrepreneurs. Schools also need to 
bring in successful entrepreneurs to share experiences, from starting up to developing their 
businesses. For the government and stakeholders, it is necessary to become a mediator for schools 
in collaboration with the business world and the industrial world. This is an effective way to control 
and contribute to the birth of new entrepreneurs.

This study has limitations, including the fact that the sample used was limited to university 
students. Future studies are anticipated to use a wider sample from all Indonesian colleges with 
accounting departments. Moreover, there were no comparisons between accounting and non- 
accounting students in this study. Future studies could evaluate financial literacy, financial beha-
vior, and entrepreneurial motivation among accounting students and non-accounting students by 
including non-accounting students. In addition, subsequent research can use qualitative research 
design or a mixture of qualitative and qualitative to produce more detailed and complete findings.
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