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Abstract—This study aims to determine the factors that 

influence financial behavior in youth's entrepreneurs in East 

Java, Indonesia. The focus of the research is young 

entrepreneurs, because the high rates of unsustainability of this 

group. It is presumed that the lack of knowledge, ability and skill 

on their financial basic financial has been factors affecting their 

business’ failure. It also assumes that the success of an 

entrepreneur is determined by how they make the right decisions 

in their business. The last factor can be influenced by how they 

manage their emotions (both emotions for themselves and 

emotions in others). The combination between I-E-O (Input-

Environment-Outcome) models and Theory Reasoned Action will 

be used to explain how the entrepreneur behavior in term of 

financial management. The data was collected through the survey 

on 200 young entrepreneurs in East Java. Data analysis used the 

Structural Equational Model (SEM) with the Partial Least 

Square (PLS) approach. The result is that there is a significant 

direct and indirect effect between financial literacy and 

emotional intelligence on financial behavior in youth's 

entrepreneurs. It can be concluded that very important for young 

entrepreneur to maintain their financial literacy as well as 

manage their emotional intelligent in order to make their 

business successful and sustainable. 

Keywords—youth entrepreneur, emotional intelligent, financial 

literacy 

I. INTRODUCTION 

People is related with financial decisions, both personal or 
business’ interests. Failure in the process of managing financial 
aspect will make a serious consequence in a long term financial 
as well as the corporate and society [1]. Good financial 
behaviour will lead to someone’s success and build their 
competitive advantage.  

Financial behaviour is very necessary for young generation. 
This group often start to build their career as entrepreneur since 
they’re in collage, but the responsibility of managing financial 
planner is low [2]. However, they are rarely practice in basic 
financial skills, such as, budgeting, regular saving, or long-term 
investment. This phenomenon is caused by their 
unpreparedness regarding technical as well as psychological 
abilities, such as high debt, caused increase of stress level and 
decrease the psychological satisfaction. Empirical evidence 

shows that financial literacy has a positive impact on 
entrepreneur individual behaviour. It is important to understand 
financial concept that will help in calculate the risk in business 
operation such as tracking expenses, income and investment 
choice [3,4]. As a whole concept, entrepreneur need to make a 
plan starting a company and basically for all of this is need a 
financial literacy.  

Moreover, entrepreneur need to develop their emotional 
intelligence in order to sharp the intuition [5]. By having a 
good emotional intelligence, they are able to see the 
opportunities, make difficult conditions easy and explore them 
to get the advantages. Someone with good emotional 
intelligence will be able to control any conflicts.  

Based on Bahadori [6], people with high emotional 
intelligence (EI) capable to solve the problem better and 
efficient since they are able to control their emotion. 
Brandstätter [7] found that the owner who is also the founder 
has more stable emotions than the owner who has taken over 
their business from their parents, siblings, or from the 
marriage. Entrepreneur who independent and has a stable 
emotion tends to more successful. However, Yitshaki and 
Rothsein [8] found that EI did not have direct influence toward 
the organizational performance, on the contrary there is a direct 
effect of managerial style on the performance.   

The combination of two models, which is I-E-O Model 
(Input-Environment-Outcome) that is found by Alexander 
Astin [9] and the Theory Reasoned Actions [10] provide a 
comprehensive explanation in financial literacy level and 
emotional intelligence condition. also how’s between two 
factors be able to impact someone to take a decision managing 
their finance. The result from this model expected to contribute 
on financial development for young entrepreneur to maintain 
their initial business to be sustainable. This study focus on the 
financial behavior in college student who represent as a educate 
young generation and having a environment that support the 
entrepreneur activity so that it will be able to become 
entrepreneur development model that will be continue by 
increasing financial behavior positively.  
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II. RELATED WORK  

A. Theory of Reasoned Actions (TRA)  

Based on the Theory of Reasoned Actions (TRA), behavior 
is determined by attitude towards behavior and the influence of 
other people’s opinions which is called by subjective norm. 
Attitude is formed through belief; it is about what people’s 
thought and the motivation to obedient this people [11]. Means 
that people tend to engage in behavior that is evaluated as a 
positively and popular by other people. They tend to hold back 
toward the behavior that is reputed give no advantage and it is 
not popular with others. If it is positive behavior, so the 
behavior will be good, and suitable to practiced and someone 
will practice it.  

There are two powers of Theory Reasoned Actions. First, 
this model helps people to understand about individual attitude. 
Secondly, the theory helps to find the reason why people has 
this attitude and how the attitude could be changed [10]. 
Behaviour, as a main predictor, is a belief that hold somebody 
in order to consider certain behaviour, while subjective norm 
reference to social pressure related with certain people as an 
individual life which is influenced to take that certain 
behaviour. In other words, attitude refers to how long some 
people having a favourable evaluations and judgments or 
unfavourable from the behavior in question [10]. Second is 
subjective norm, which is refer to social pressure related with 
certain people as an individual life which is influenced to take 
that certain behavior. And the last antecedent is taking control 
towards the behavior which is perception with the potential 
factors that facilitate or obstruct behavior performance.  

B. Financial Management Behavior 

Financial Management Behavior (FMB) is in the area of 
financial discipline. FMB is as a determination, acquisition, 
allocation, and use of financial resources, usually with an 
overall objective [12], and aligning individual motives and 
corporate’s goals [20]. Furthermore, financial management is 
primarily concerned with the effective management of funds 
that increase the financial prosperity positively. The failure of 
personal financial management refers to long-term social 
problem negatively, and other social consequences [1]. 

C. Financial Literacy  

Financial literacy is a personal’s ability to understand and 
able to apply basic financial concepts [12].  Based on this 
concept, financial literacy has two dimensions: knowledge, 
which represents personal financial knowledge from financial 
education, and application, which refers to the management of 
personal financial knowledge [1]. In this context, as an 
individual could have financial knowledge, but to be 
considered literate, he/she must have ability and confidence to 
implement it when make some decisions. Therefore, financial 
literacy is deeper than the basic concepts of financial education 
or financial knowledge [4,5]. Financial knowledge alone is not 
sufficient for effective financial management, since the effect 

of financial knowledge on behavior is measured through 
behavior in managing finance [4,12].  

D. Emotional Intelligent 

Emotional intelligence becomes a prefix to have result of a 
good quality performance. It’s simply whether it is good or not 
the performance that has been done directly or indirectly that 
all influenced by the quality of the emotional intelligence. The 
strength of emotional intelligence that somebody has, impact 
against risk-taking behavior [8]. Emotional intelligence is 
defined as a personal’s ability to realize and express their own 
emotion and others, be able to motivate himself, able to catch 
the signal which has been sent through another relation, also 
able to manage their own emotion. People with a good 
emotional intelligence able to control their emotion when they 
are get mad, sensitive with other’s feeling, and etc.  

E. Financial Behavior 

Finance behavior is defined as a human behavior related 
with managing their money [12]. As an individual, they need a 
knowledge about a financial decision making that will increase 
the quality of life in the future. People will acts their behavior 
based on the application of their knowledge. In study of 
Deacon and Firebaugh [13], personal finance management is 
defined as a set of behavior done by making some planning, 
realization, and evaluating include in cash flow analysis credit, 
investment, insurance, and pension, and plantation planning. 
Xiao [12] calculate the personal financial management in 
relation with cash flow analysis, credit, saving and investment 
management. Many of previous researches in Vietnam 
researched one dimension in financial behavior management 
such as credit card or saving [1]. But, to measure several 
domains in management behavior is important since every 
domain has their unique character [12]. This research expands 
previous study to find the factors that influence financial 
management behavior of young entrepreneur.  

Based on this theories and literature was tested, this is the 
concept model of this research (Figure 1).  

 
Fig. 1. Research hypothesis model. 

The proposed hypothesis this research as a follows:  

Hypothesis 1. The financial literacy effects the financial 
management behavior on youth’s entrepreneur  

Hypothesis 2. The financial literacy effects the emotional 
intelligent on youth’s entrepreneur.  
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Hypothesis 3. The emotional intelligent effects the financial 
management behavior on youth’s entrepreneur.  

III. METHODOLOGY 

This research used quantitative and explorative descriptive 
approach with the survey method. This approach is in order to 
give description based on indications and phenomenon happen 
in general field [11]. However, this research aimed to explain 
the influence between variables by doing hypothesis 
experiment. Unit analysis on this research is individual in 
research location.   

The population of this research are undergraduate students 
who carried out entrepreneurial activities in East Java. There 
are 5 (five) state universities with “A“ accreditation (BAN-PT), 
were selected as research locations, namely: UPN Surabaya, 
UNESA, UNAIR, UB and UM. Random sampling is used as 
sampling method. Determination of the number of samples 
using the Roscoe formula, which is at least 10 times the 
number of variables studied and / or it is multiples with 5% as 
error degree. The total sample is 150 respondents. The primary 
data is used in this research and collected by distributing 
questionnaires to students who are entrepreneurs in the 
research area. 

Both descriptive as well as inferential are used to analyze 
the data. The research hypothesis was tested using the 
Structural Equation Model (SEM) with Partial Least Square 
(PLS). SEM is a multivariate analysis technique which is 
combined between factor analysis and regression analysis 
(correlation) which purpose to test the relationship between 
variables in a model, whether it is between indicators and 
constructs or relation between the constructs [11]. The PLS 
Technique is carried out in two stages, first stage is a 
measurement model, this is validated testing and reliability 
constructs of each indicator. The second stage is the structural 
model test which purposes to determine whether there is an 
influence between the measured constructs. 

IV. RESULTS AND DISCUSSION 

Total respondents in this research are 200 respondents with 
. Woman are dominated by 116 students (58%) and man are 84 
or 42% from total respondents. The table 1 shows respondent’s 
distribution based on the university:  

TABLE I.  RESPONDENT’S DISTRIBUTION BASED ON THE UNIVERSITY 

University 
Frequency 

(personal) 

Percentage 

(%) 

ITS 50 25.0 

UB 50 25.0 

UM 50 25.0 

UNAIR 50 25.0 

Total 200 100% 

 
The evaluation of the outer model of this research evaluates 

the relationship between latent variables with their indicators. 
There are three latent variables used in this research including 

Financial Literacy, Emotional Intelligent, and Financial 
Management Behavior. Measurements was made in the 
evaluation of the outer model of this research are Convergent 
Validity (all indicators have a factor loading value > 0.5), 
Discriminant Validity (the main cross loading value of the 
construct Financial Literacy (FL), Emotional Intelligent (EI), 
and Financial Management Behavior (FMB) is bigger than the 
correlation value was built from these variables against the 
other constructs) and Composite Reliability (the value of 
composite reliability on all variables is> 0.70). The following 
table 2 shows the evaluation of outer model. 

TABLE II.  THE EVALUATION OF OUTER MODEL 

Variable Cronbach's 

Alpha 

Composite 

Reliability 

(AVE) 

Financial Literacy  0.934 0.942 0.504 

Emotional Intelligent  0.856 0.897 0.634 

Financial Management 

Behavior  
0.917 0.930 0.507 

Primary stage of structural model evaluation is checking the 
collinearity between construct and predictive ability model 
[11]. Then it is continuing measure the model prediction ability 
use four criteria which are determination coefficient (R2), 
where Emotional intelligent (EI) having R-Square about 8.8%, 
Financial Management Behavior (FMB) having R-square is 
about 29,2%; Predictive Relevance (Q2) is about 35,5%; effect 
size (f2) are influence variable value Financial Literacy (FL) 
towards variable Emotional Intelligent (EI) is about 0.096, 
influence of variable value Financial Literacy (FL) towards 
variable Financial Management Behavior (FMB) about 0.163 
and influence of variable value Emotional Intelligent (EI) 
towards variable Financial Management Behavior (FMB) is 
about 0,128. The table 3 shows R2 value that predictive the 
exogenous variables. 

TABLE III.  R2 
VALUE THAT PREDICTIVE THE EXOGENOUS VARIABLES 

Exogenous Variable R-Square (R2) 

Emotional Intelligent (EI) 0.088 

Financial Management Behavior (FMB) 0.292 

 
Variable path of coefficient value Financial Literacy (FL) 

to Financial Management Behavior (FMB) is 0.355 with p-
value 0.000. This result shows that Financial Literacy (FL) has 
positive and significant effects on Financial Management 
Behavior (FMB). The path coefficient value variable Financial 
Literacy (FL) to Emotional Intelligent (EI) is 0.296 with p-
value 0,000. This result shows that Financial Literacy (FL) has 
a positive and significant effects on Emotional Intelligent (EI). 
The variable path of coefficient value Emotional Intelligent 
(EI) to Financial Management Behavior (FMB) is 0.315 with 
p-value 0.000. This result shows that Emotional Intelligent (EI) 
have a positive and significant effects on Financial 
Management Behavior (FMB). This table 4 shows the 
significant value of each path.  
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TABLE IV.  SIGNIFICANT VALUE OF EACH PATH 

Variable  Standard 

Deviation  

T 

Statistics 

P 

Values 

Status 

FL -> FMB 0.063 5.629 0.000 Significant 

FL -> EI 0.069 4.317 0.000 Significant 

EI -> FMB 0.072 4.392 0.000 Significant 

There is significantly indirect effect between Financial 
Literacy, Emotional Intelligent and Financial Management 
Behavior (0.093 with p-value 0.003 less than 0.5). Hair et,al 
[11] stated that if the independent variable did not have direct 
influence on dependent variable after the presence of mediator 
variable, so it can be categorized as a complete mediation. On 
the other hand, a partial mediator could be labelling when the 
effect of independent to dependent variable decrease but 
significant, after the existence of mediator variable. As result, 
the mediation role of Emotional Intelligent on Financial 
Literacy and financial management behavior is a partial 
mediation. This table 5 shows the value for direct as well as 
indirect effect of the model.  

TABLE V.  THE VALUE FOR DIRECT AS WELL AS INDIRECT EFFECT OF 

THE MODEL 

Variable  Standard 

Deviation 

(STDEV) 

T Statistics 

 

P 

Values 

 

Status  

FL -> EI -> 

FMB 

0.031 

 

3.020 

 

0.003 

 

Significant 

V. CONCLUSION AND FUTURE SCOPE  

People needs to know about financial knowledge to make a 
decision that will raise their quality of life. Individual behavior 
reflects the application from the knowledge [1]. In line with 
financial behavior and the process itself, it is needed the 
knowledge in basic concepts of financial as Financial Literacy. 
The more complete somebody financial knowledge, the higher 
will be their confidence to take some decisions regarding their 
financial matter. Consequently, this will decrease the risk of 
failure.  

As a basic knowledge that must be had every person in 
order be able to survive life in modern society. It cannot be 
denied that financial literacy is an important thing that must 
become part of young entrepreneur. The understanding of basic 
financial concept, which consist of budgeting, saving 
borrowing, and investing, will contribute to the someone 
capability and will work up their self-confidence of managing 
their finance [13]. As a young entrepreneur, the stage of 
financial knowledge will make more responsible with financial 
behavior [6]. It appears in high self-confidence in making some 
decision towards any choices to achieve the purposes of 
processing the finance.  

Except financial factor, making decision on financial also 
influenced by non-financial factors, such as individual 
characteristic and social environment [12]. A psychology factor 
also contributes to make a financial decision process. In line 

with Framing Theory that how to interpret the information, 
influenced by culture and the values in society, the formation 
process is started since was born when human brain still in an 
empty condition [12]. It means that internal interpretation 
process is formed by external framework. In line with 
Cognitive Theory [12] about forming external framework 
which is include motivation and emotional to perceive and 
select towards several attentions and memories, next 
determines how’s the information processed and at the end will 
impact to somebody behavior doing problem solving. 
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