)

Check for
updates

Confirmatory Factor Analysis of Self-efficacy
and Financial Attitudes to Improve the Financial
Well-Being of MSMEs

Puji Handayati] &) Nurika Restuningdyah1 , RatnawatiZ, and Meldona?

1 Faculty of Economics and Business, State University of Malang, Malang, Indonesia
puji.handayati.fe@um.ac.id
2 Doctoral Program in Management, State University of Malang, Malang, Indonesia

Abstract. Micro, Small, and Medium Enterprises (MSMEs) had a significant role
to the Indonesian economy. The existence of MSME:s is believed to be able to con-
tribute to efforts to alleviate poverty through job creation. In the financial sector,
MSME:s are said to be successful and achieve happiness if they have achieved
financial well-being. When MSME actors have self-efficacy and a positive finan-
cial attitude, financial well-being is considered high. This study aims to analyze
the confirmatory factors of self-efficacy and financial attitudes to improve finan-
cial well-being. The study examined data using confirmed factor analysis (CFA)
techniques with Structural Equation Modeling (SEM) software. Considering the
findings of the examination of confirmatory factors, it is concluded that confi-
dence in financial planning is the indicator that is believed to have the strongest or
largest influence on the formation financial self-efficacy. Financial security is the
indicator that is determined to have the strongest or largest gift to create a financial
attitude, and money saved is the indicator that is considered to have the largest
contribution or the strongest form of financial well-being.
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1 Introduction

The role of Micro, Small, and Medium Enterprises (MSMESs) is very prominent through-
out the world [1]. Moreover, it has a significant role in the economic development of a
country [2] because MSMEs can be established in any region for all types of business
activities in urban and rural areas [3]. The existence of MSME:s is believed to be able to
contribute to efforts to alleviate poverty through job creation [4]. In the financial sector,
MSMEs are said to be successful and achieve happiness if they have achieved financial
well-being [5].

[6] explained that financial well-being could be measured through a healthy financial
condition, comfort in facing the financial situation, confidence in controlling personal
finances, being satisfied with the financial situation, and being able to overcome urgent
financial circumstances. In the study of MSMEs, [7] financial well-being indicators are
shown by the trust in the financial condition of their business, a sense of security over the
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current financial condition, understanding of the philosophy of debt, and understanding
of the value of money in the future. [8] measure the financial well-being of the MSME
sector with the current financial condition and financial stability.

MSME actors will get high financial well-being if they have a sense of self-confidence
or confidence implemented in self-abilities to encourage them to do something known
as self-efficacy [9]. Self-efficacy is a form of an individual’s assessment of his ability to
plan and perform actions to achieve certain goals. Self-efficacy, especially in finance, is
the level of trust in a person’s ability to access, use financial products or services, make
financial decisions, and face complex financial situations [10].

Inthe MSME study, financial self-efficacy indicators, according to [11], are measured
by confidence in the ability to plan financial expenditures, confidence in the ability to
achieve financial goals, and confidence in decision-making ability. [12] measured the
indicators of self-efficacy of MSME owners are consist: the confidence in managing
finances, ease of spending using less than their income a month, the confidence of being
able to save money (saving) for the future, confidence in being able to borrow money in
the bank and being able to manage finances in achieving financial goals. [13] explained
that the indicators of financial self-efficacy of MSME owners consist of confidence in
making financial decisions and solving financial problems. [14] found evidence that
financial efficacy is one of the keys to financial success because it will improve correct
money management. [6] reinforce that financial efficacy is needed to increase awareness
of managing money correctly. The existence of financial efficacy can improve the way
of managing money correctly so that it impacts financial [15].

Financial well-being is achieved when a person can fulfill all their needs while still
having money to spare, has financial control, and feels secure both now and in the future
[16]. [17] stated that financial well-being could be high with a positive financial attitude
and healthy financial behavior. The study in MSMEs on financial attitude indicators
is explained by [18], which is based on orientation towards personal finance, money
security, debt philosophy, and assessing personal finance. Meanwhile, [19] measured
the indicators of the financial attitude of MSME owners with confidence in taking risks,
willingness to take financial training, and social factors. [ 7] strengthens four indicators for
financial attitudes, including financial security, money philosophy, orientation towards
personal finance, and respect for personal finance.

Considering the research context, it is interested in conducting a study of the analysis
of factors confirming self-efficacy and financial attitudes in order to improve the financial
well-being of MSME:s.

2 Research Methods

2.1 Population and Sample

In this study, with an innumerable population (infinity population), the sample size
multiplied the number of indicators of 5 variables by 5—10 [20]. Using these criteria, the
size of the sample was 16 x 10 = 160 respondents. After determining the number of
samples, as many as 160 MSME Craft owners were respondents in this study.
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2.2 Operational Definition and Variable Measurement

This study’s design called for an empirical approach. The operational variable and
proposed hypothesis will be systematically examined in Table 1.

2.3 Analysis Methods

The factor analysis technique used is the Confirmatory Factor Analysis (CFA), based on
empirical theory and research. The CFA is the measurement model from structural equa-
tion modeling (SEM) standpoint. Since it exclusively concentrates on the relationship
between the factors and all the measured variables.

Table 1. Variables and Indicators

No | Variables Indicators Items
1 | Financial Self-Efficacy | Confidence in a. MSME owners can do good financial
(X1) financial planning planning for future financial conditions.
b. MSME owners stick to an expense
plan when unexpected expenses arise
Confidence in a. MSME owners are confident in
financial decision making financial decisions.
making b. MSME owners believe that if faced
with various financial alternatives, they
can find a way out to find the right
solution
Confidence in being | a. MSME owners feel able to solve the
able to solve financial | financial problems they face.
problems b. MSME owners often think they can
do something right in solving financial
problems
Confidence in the a. MSME owners are confident that they
ability to manage can successfully manage their money.
finances b. MSME owners are confident that they
can overcome challenges in managing
money.
2 | Financial Behavior Orientation Towards | a. MSME owners make important

(X2)

Personal Finances

budgets to ensure proper financial
management

b. MSME owners make financial plans
that can help make investment decisions.

The Philosophy of
Debt

a. MSME owners compare credit
options before applying for installments.
b. MSME owners are obliged to pay
their debts regularly.

(continued)
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Table 1. (continued)

No | Variables Indicators

Items

Financial Security

a. MSME owners make regular
investments

b. MSME owners prepare a regular
savings pattern

Personal Financial
Management

a. MSME owners manage finances well
b. MSME owners are responsible for
their financial well-being.

3 | Financial Well-Being | Current financial
(Y) situation

a. MSME owners currently have a
healthy financial condition

b. SME owners feel comfortable facing
the current financial situation (income,
debt level, and business maintenance)

Money saved

a. MSME owners have savings that are
used for the future

b. MSME owners save for unexpected
business needs

Financial
management skills

a. MSME owners can earn income from
their business to achieve financial goals
b. MSME owners can cover their
business costs without borrowing

c. MSME owners can overcome and
control financial shocks

Financial stability

a. MSME owners have a perception of
financial stability and adequacy of their
business.

b. MSME owners have material and
non-material financial resources

3 Finding and Discussion

3.1 Confirmatory Factor Analysis Result

The results of measurements of dimensions or indicators of variables that can form latent
variables with CFA and the determination of indicators of research variables are based
on the value of the loading factor. A summary of the results of the CFA test against the
indicators that make up the research variables is shown in Table 2.

Table 2 provides an explanation of how the indicators that comprise the financial
self-efficacy variables confidence in financial planning, confidence in making financial
decisions, confidence in being able to solve financial problems, and confidence in the
ability to manage finances have aloading factor value above 0.5. Additionally, confidence
in financial planning is the indicator that is thought to have the highest or strongest
contribution to building the financial self-efficacy variable when examined from the

value of the loading factor of each indicator.
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Table 2. Loading Factors (\) Research Variables

Indicators and Variables Loading Factors
Confidence in financial planning — Financial Self Efficacy 0,832
Confidence in financial decision — Financial Self Efficacy 0,780

making

Confidence in being able to solve — Financial Self Efficacy 0,740
financial problems

Confidence in the ability to manage | — Financial Self Efficacy 0,749
finances

Orientation Towards Personal — Financial Attitude 0,746
Finances

The Philosophy of Debt — Financial Attitude 0,762
Financial Security — Financial Attitude 0,797
Personal Financial Management — Financial Attitude 0,756
Current financial situation — Financial Well Being 0,702
Money saved — Financial Well Being 0,754
Financial management skills — Financial Well Being 0,749
Financial stability — Financial Well Being 0,624

Indicators that form the financial attitude variables, namely the concentration of
personal finance, debt philosophy, financial security, and personal financial management,
have a loading factor above 0.5. According to the loading factor of each indicator,
the indicator that is thought to have the largest or strongest contribution to producing
the financial attitude variable is the factor’s security. The indicators comprising the
Financial Well-Being variable, namely current financial situation, money saved, financial
management skills, and financial stability, have a loading factor above 0.5. As a result,
every one of the evaluated indicators has value in shaping financial well-being. Money
saved is also thought to have the highest or strongest contribution to the Financial Well-
Being variable when measured from the value of the loading factor of each element.

Based on the description of loading factors above, it can explain the greatest con-
tribution of financial self-efficacy, financial attitude, and current financial situation to
variables. [15] explain that financial well-being as a state of financial well-being is finan-
cially happy and free from worries, which is based on the subject’s assessment of the
financial situation. [6] explained that financial well-being could be measured through
a healthy financial condition, comfort in facing the financial situation, confidence in
controlling personal finances, being satisfied with the financial situation, and the ability
to overcome urgent financial circumstances. In the study of MSMEs, [7] revealed that
financial well-being indicators are shown by confidence in the financial condition of
their business, a sense of security in the current financial condition, understanding the
philosophy of debt, and understanding of the value of money in the future.
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Money saved is the indicator thought to have the largest or strongest contribution to
generating the financial well-being variable based on the confirmatory factor analysis
results. It means that craft MSMEs located in Malang City will achieve financial welfare
MSMESs’ owner has savings that are used for the future, and MSME:s save for unexpected
business needs.

Self-confidence related to financial aspects (financial self-efficacy) can be explained
through an individual’s self-assessment of financial knowledge [21]. Self-trust-related
to financial aspects is defined as an individual’s positive attitude towards knowledge and
competencies related to financial aspects. [5] suggests that financial self-efficacy is a
positive belief in the ability to succeed in managing finances.

Confidence in financial planning is the indication that is thought to have the largest
or strongest impact on forming financial self-efficacy variables based on the findings
of the Confirmatory Factor Analysis. This means that MSMEs Craft in Malang City
will achieve financial self-efficacy if MSMEs’ owners can make good financial planning
for future financial conditions and MSMEs’ owners stick to the expenditure plan when
unexpected expenses arise.

Attitude is a view, opinion, and assessment of the financial situation and can be seen
from the point of view of self-confidence, self-development, and security [22]. A financial
attitude applies financial principles to make decisions and manage resources effectively
to produce and retain value [23]. Financial attitudes are improved by procuring adequate
information [24].

The security of the financial account is thought to have the largest or strongest
contribution to developing a financial scap variable based on the findings of the confir-
matory factor analysis. It means that MSME owners will have a good financial attitude
employees make regular investments and prepare a regular savings pattern.

Results of this study explained that the MSME owners would achieve financial
welfare through ownership of savings used for the future and unexpected business
needs if MSME owners have financial self-efficacy, which is shown by being able to
do good financial planning for future financial conditions and observe your budget
when unplanned expenses occur. In addition, the achievement of financial well-being
for MSME owners because of the role of the financial landscape shown by the owner
of MSMEs making regular investments and the owner of MSMEs preparing a regular
savings pattern.

4 Conclusion

It was explained using the findings of the confirmatory factors analysis that the indicator
of confidence in financial planning, confidence in making financial decisions, confidence
in being able to solve financial problems, and confidence in the ability to manage finances
are important indicators as a form of financial self-efficacy. The indicator considered to
have the greatest or strongest contribution to forming the financial self-efficacy variable
is confidence in financial planning. Orientation of personal finance, debt philosophy,
financial security, and personal financial management are important indicators as a shaper
of financial attitude. The indicator considered to have the largest or strongest contribution
to forming financial attitude variables is financial security. Current financial situation,
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money saved, financial management skills, and financial stability are important indicators
as a shaper of financial well-being. The indicator considered to have the largest or
strongest contribution to form financial well-being variables is money saved.

Acknowledgments. This research was financed by PNPB funds from the State University of
Malang, and the research team paid tribute to the Institute for Research and Community Service,
State University of Malang.

References

1. Agyapong, D., & Attram, A. B. (2019). Effect of owner-manager’s financial literacy on
the performance of SMEs in the Cape Coast Metropolis in Ghana. Journal of Global
Entrepreneurship Research, 9(1), 1-13. https://doi.org/10.1186/s40497-019-0191-1

2. Morina, D., & Gashi, P. (2017). The role of SMEs on the economic development: Kosova’s
case. SSRN Electronic Journal https://doi.org/10.2139/ssrn.2820980

3. Khalique, M., Bin Shaari, J. A. N., & Isa, A. H. B. M. (2013). The road to the development of
intellectual capital theory. International Journal of Learning and Intellectual Capital, 10(2),
122-136. https://doi.org/10.1504/1JLIC.2013.052953

4. Adomako, S., & Danso, A. (2014). Financial Literacy and Firm performance: The and resource
flexibility. International Journal of Management and Organizational Studies, 3(4), 2-15.

5. Sina, P. G. (2013). Financial efficacy and financial satisfaction: Ditinjau dari Perbedaan gen-
der. Jurnal Manajemen Maranatha, 12(2), 173-184. https://journal. maranatha.edu/index.php/
jmm/article/view/164

6. Renaldo, N., Sudarno, S., & Hutahuruk, M. B. (2020). Well-Being in Pekanbaru. Jurnal
Manajemen dan Kewirausahaan, 22(2), 142-151. https://doi.org/10.9744/jmk.22.2.142

7. Sumani, S., & Roziq, A. (2020). Financial literation: determinants of financial well-being in
the Batik small and medium industries in East Java. J. Apl. Manaj., 18(2), 289-299. https://
doi.org/10.21776/ub.jam.2020.018.02.09

8. Ratnawati, T., Mujanah, S., & Lokajaya, N. (2018) Strategi Financial Literacy Untuk
Meningkatkan Kesejahteraan Masyarakat Industri Kawasan Wisata Kabupaten Gersik Jawa
Timur. Semin. Nas. dan Call Pap. Manajemen, Akunt. dan Perbankkan, 1105-1119. http://
conferences.uin-malang.ac.id/index.php/semnaste/article/view/770

9. Farrell, L., Fry, T. R. L., & Risse, L. (2016). The significance of financial self-efficacy in
explaining women’s personal finance behaviour. Journal of Economic Psychology, 54, 85-99.
https://doi.org/10.1016/j.joep.2015.07.001

10. Amatucci, F. M., & Crawley, D. C. (2011). Financial self-efficacy among women
entrepreneurs. International Journal of Gender and Entrepreneurship, 3(1), 23-37. https://
doi.org/10.1108/17566261111114962

11. Asmin, E. A., Ali, M., Nohong, M., & Mardiana, R. (2021). The effect of financial self-
efficacy and financial knowledge on financial management behavior. Golden Ratio of Finance
Management, 1(1), 15-26. https://doi.org/10.52970/grfm.v1i1.59

12. Leon, F. M. (2020). The effect of self-efficacy financial mediation on factors affecting financial
inclusion in small businesses in West Jakarta. Jurnal Ekonomi Journal of Economics, 11(1).
https://doi.org/10.47007/jeko.v11i1.2910

13. Kurniasari, F., & Adyni, N. (2021). Pengaruh Literasi dan Efikasi Diri terhadap Inklusi Keuan-
gan pada Penggunaan Layanan Pembayaran Digital Shopee Pay di Jabodetabek. DeReMa
Development Research of Management jurnal manajemen, 16(1), 128-140.


https://doi.org/10.1186/s40497-019-0191-1
https://doi.org/10.2139/ssrn.2820980
https://doi.org/10.1504/IJLIC.2013.052953
https://journal.maranatha.edu/index.php/jmm/article/view/164
https://doi.org/10.9744/jmk.22.2.142
https://doi.org/10.21776/ub.jam.2020.018.02.09
http://conferences.uin-malang.ac.id/index.php/semnasfe/article/view/770
https://doi.org/10.1016/j.joep.2015.07.001
https://doi.org/10.1108/17566261111114962
https://doi.org/10.52970/grfm.v1i1.59
https://doi.org/10.47007/jeko.v11i1.2910

15.

16.

18.

19.

20.

21.

22.

23.

24.

Confirmatory Factor Analysis of Self-efficacy and Financial Attitudes 287

. Noor, N., Batool, 1., & Arshad, H. M. (2020) Financial literacy, financial self-efficacy and

financial account ownership behavior in Pakistan. Cogent Economics & Finance, 8(1). https://
doi.org/10.1080/23322039.2020.1806479

Fazli Sabri, M., Cook, C. C., & Gudmunson, C. G. (2012). Financial well-being of Malaysian
college students. Asian Education and Development Studies, 1(2), 153—170. https://doi.org/
10.1108/20463161211240124

Muir, K., Hamilton, M., Noone, J. H., Marjolin, A., Salignac, F., & Saunders, P. (2017).
Exploring financial wellbeing in the Australian context. Cent. Soc. Impact Soc. Policy Res.
Cent. - Univ. New South Wales Sydney, Financ. Lit. Aust. (pp. 1-58). http://www.csi.edu.au/
media/Exploring_Financial _Wellbeing_in_the_Australian_Context_Final_Report.pdf

. Gutter, M., & Copur, Z. (2011). Financial behaviors and financial well-being of college

students: evidence from a national survey. Journal of Family and Economic Issues, 32(4),
699-714. https://doi.org/10.1007/s10834-011-9255-2

Humaira, I., & Sagoro, E. M. (2018). Pengaruh Pengetahuan Keuangan, Sikap Keuangan, Dan
Kepribadian Terhadap Perilaku Manajemen Keuangan Pada Pelaku Umkm Sentra Kerajinan
Batik Kabupaten Bantul. Nominal, Barom. Ris. Akunt. dan Manaj., 7(1). https://doi.org/10.
21831/nominal.v7i1.19363

Rahim, S., & Balan, V. R. (2020). Financial literacy: The impact on the profitability of the
SME:s in Kuching. International Journal of Business Social, 21(3), 1172-1191.

Ferdinand, A. (2006). Metode Penelitian Manajemen: Pedoman Penelitian untuk Skripsi,
Tesis, dan Disertasi llmu Manajemen. Badan Penerbit Universitas Diponegoro.

Ramalho, T. B., & Forte, D. (2019). Financial literacy in Brazil — do knowledge and self-
confidence relate with behavior? RAUSP Management Journal, 54(1), 77-95. https://doi.org/
10.1108/RAUSP-04-2018-0008

Herdjiono, 1., & Damanik, L. A. (2016). Pengaruh financial attitude, financial knowledge,
parental income Terhadap financial management behavior. Jurnal Manajemen Teori dan Ter-
apan Journal of Theory and Applied Management, 9(3), 226-241. https://doi.org/10.20473/
jmtt.v9i3.3077

Anthony, R., Ezat, W. S., Al Junid, S., Moshiri, H. (2011). Financial management attitude and
practice among the medical practitioners in public and private medical service in Malaysia.
International Journal of Business and Management, 6(8), 105-113. https://doi.org/10.5539/
ijbm.v6n8p105

Eniola, A. A., & Entebang, H. (2015). Financial literacy and SME firm performance. Interna-
tional Journal of Research in Studies and Management, 5(1). https://doi.org/10.5861/ijrsm.
2015.1304

Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the source,
provide a link to the Creative Commons license and indicate if changes were made.

The images or other third party material in this chapter are included in the chapter’s Creative

Commons license, unless indicated otherwise in a credit line to the material. If material is not
included in the chapter’s Creative Commons license and your intended use is not permitted by
statutory regulation or exceeds the permitted use, you will need to obtain permission directly from
the copyright holder.


https://doi.org/10.1080/23322039.2020.1806479
https://doi.org/10.1108/20463161211240124
http://www.csi.edu.au/media/Exploring_Financial_Wellbeing_in_the_Australian_Context_Final_Report.pdf
https://doi.org/10.1007/s10834-011-9255-2
https://doi.org/10.21831/nominal.v7i1.19363
https://doi.org/10.1108/RAUSP-04-2018-0008
https://doi.org/10.20473/jmtt.v9i3.3077
https://doi.org/10.5539/ijbm.v6n8p105
https://doi.org/10.5861/ijrsm.2015.1304
http://creativecommons.org/licenses/by-nc/4.0/

	Confirmatory Factor Analysis of Self-efficacy and Financial Attitudes to Improve the Financial Well-Being of MSMEs
	1 Introduction
	2 Research Methods
	2.1 Population and Sample
	2.2 Operational Definition and Variable Measurement
	2.3 Analysis Methods

	3 Finding and Discussion
	3.1 Confirmatory Factor Analysis Result

	4 Conclusion
	References




