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ABSTRACT

Awareness of financial knowledge in this era, especially college students, is still scarce. College students
are one part of society which increasing each year in numbers and would have strong impact on the
economy of a country. College student is one level before get into the working level, which means they
have to be more able to depend on their own self in managing their own finances.This study s purpose is
to analyze factors which affect financial literacy of college students in Indonesia. The independent
variables used are money management, financial behavior, influence, attitude, and investment. This study
survey used google form which has 28 questions. The sample of this study is 350 college students taken
randomly. The data tested by using SPSS program. This study results proved that all of the independent
variables affect significantly positive on the financial literacy.
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BACKGROUND

The global economy has improved and
developed very rapidly in recent years.
According to Central Bank of the Republic of
Indonesia (Bank Sentral Republik Indonesia,
2017), the dynamics of the Indonesian
economy in 2017 showed continued economic
growth  gradually. Overall it could be
concluded that the increasing in Indonesia's
economic growth in 2017 recorded 5.07%
better than the achievement in 2016 of
5.03%. Economic recovery in Indonesia
encourages improvements in the level of
welfare in the community's economy.

One factor that would affect the
economic prosperity of the community is the
way the Indonesian people implement
financial management effectively and
efficiently. The management of public
finances varies throughout the world and the
public must be smart in managing their
personal financial assets. One cause that could
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affect a person's individual decisions in
managing his personal financial assets
is financial literacy.

Financial literacy (FL) is a basic concept
in understanding money matter and its use in
everyday life. FL combines understanding of
daily life situations including insurance, credit,
savings and loans (Sarigul, 2014). FL could be
defined as understanding the language of
money. Each individual must have FL to get
rich or stabilize their financial situation. FL
means that individuals could get benefit by the
abilities and attitudes for understanding money
management (MM) concepts, knowledge of
financial institutions and also attitudes that
enable management to be more responsibly
effective in their financial
matters (Mohammed & Salleh, 2017).

Considering that Indonesia is a
developing country, FL has special relevance

to the developing economy. Research

conducted by the Otoritas Jasa

Keuangan (Indonesia  Financial ~ Services
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Authority, 2017) on Indonesia’s FL index
stated that in 2013 it reached 21.84% and in
2016 Indonesia's FL rate reached 29.66%. The
economic of a city could improve the financial
condition of its citizens by achieving a higher
level of economic growth. FL could improve
the financial wealth of a person subsequently
by financial decision making (Agarwalla,
Barua, Jacob, & Varma, 2013).

FL is important part of financial
behaviour (FB). FL of each individual varies
when the individual itself has a different
level. This study uses a sample population of
college students, where college student is a
component that could affectFLin a
country. Research conducted by OJK (Kontan,
2014), showed that public access to the
financial industry in Indonesia is still low. The
literacy rate in Indonesia is only 20%, the
results explain that in Indonesia the percentage
is far different from the Philippines which
reaches 27%, Malaysia reaches 66%, Thailand
reaches 73%, and also Singapore for even
98%. Some developed countries still provide
education about FL to college students in these
countries, for  example, such as
Canada (Government of Canada, 2018).

Batam is a city with rapid economic
development, and is close to the borders of
Singapore and Malaysia. Batam has the
highest Minimum Wages (Minimum City
Wages) in Riau Islands (Tribun Batam,
2018). The city laws and restrictions make
economic growth of the city developed faster
than other big cities in Indonesia. Being close
to neighbour country which has superb
economy condition, makes the citizens of
Batam began to be influenced.

Currency differences are fairly high,
makes the citizens have to spend more funds
to visit Singapore. Currency differences could
be a factor that could affect the lifestyle of
Batam citizens. The influence that could be
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felt is that it could result in lack of public
knowledge and awareness for the way of
financial management itself. People would
prefer to save money for traveling in
neighboring countries just to spend time.

Awareness of financial knowledge,
especially on college students is still very
low. College students is pre-workforce level,
who should be even more depend on their own
self, for managing their own finances. The
importance of FL among young people is
increasing. Young people are especially faced
with changes made in the financial sector
because they are increasingly faced with
opportunities for various types of financial
offers, for example: student loans, debit and
credit, interest-free  payment  options
(Lusardi et al., 2010). Another motivation for
student FL is attitude towards money. This
factor would differentiate each college student
according to the level they consider money to
be important. They would want to be literate
in finance depending on how money is
mattered for them (Albeerdy & Gharleghi,
2015).

The importance of having FL skill is an
important basis for individuals to avoid and
solve financial problems, which are very
important for a wealthy, healthy and happy
life. Even more, lack of FL could cause
individuals to become involved in higher
levels of financial problems in college life,
which would significantly affected their
current and future families, and their
lives (Sarigul, 2014).

On the other hand, financial knowledge
would be more important at a higher level of
education (Thapa & Nepal, 2015). Three
behavioral, FI, and FA variables have an
influence on FL. The variables stated
influential means that college students’
financial knowledge could be enhanced by
their  attitude towards finance. College
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students who are financially aware tend to be
more financially knowledgeable. In addition,
college students' financial knowledge also
varies with how they are involved in financial
activities and how they affect them.

Fatoki (2014) conducted a study on FL
in employees in South Africa. The
independent  variables are demographic,
knowledge, MM, and FA and FB.

Sarigul (2014) conducted research on
students about FL. The independent variables
are banking general knowledge, saving and
spending, risk-rate and insurance, and
investing need.

Heenkenda (2015) conducted a study on
FL in Sri Lanka. The independent variables
are saving behavior, investment and payment
mechanisms, awareness on financial products,
risk management and pension funds, and MM.

Chmelikova (2015) conducted a study
on FL at Masaryk University Czech Republic.
The independent variables are financial
knowledge, FB, and FAs.

Kalmi and Ruuskanen (2015) conducted
a study on FL in Finland. The independent
variables are financial knowledge, FB, and
FA.

Srividya and Susana (2016) conducted a
study of the factors that affect FL in
employees in India. The independent variables
are FB and knowledge.

Isomidinova, Singh, and Singh (2017)
conducted a study on FL in which the target
population was students in Uzbekistan. The
independent variables are education, financial
socialization, and MM.

Mohammed and  Salleh  (2017)
conducted research on factors that influence
FL in students in Malaysia. The independent
variables are academic courses, investment,
demographic and MM.

Abdullah et al. (2017) conducted a study
of factors that influence FL in students at
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UiTM Jengka Campus. The independent
variables are family FI, FA, FB and
knowledge.

Choudhary and Kamboj  (2017)

conducted a study on FL of respondents aged
over 20 years old. The independent variables
are FB, FAs, and knowledge.

Venkataraman and Venkatesan (2018)
conducted research on FL of employees. The
independent variables are FB, Fl, FA, and
knowledge.

Financial Literacy

Definition of FL is understanding and
knowing the basic economic and financial
concepts, and also has the ability to use the
knowledge in managing financial
resources (Thapa & Nepal, 2015).

Many studies report that the level of FL
among university students and adults is easily
seized. Some of them need to do part-time job
because of the increased cost of financing
higher education and others. Serious attention
must be paid to the level of FL in order to
avoid problems and the main implications on
individual FL. In addition, people who are still
lacking in financial knowledge tend to make
bad decisions which could affect their
consumption (Wajhi, Yunus, & Ripain, 2018).

Financial Behavior on Financial Literacy

FBis an indispensable element of FL
and is definitely the most important element.
Someone has knowledge and is also positive
in their attitude through financial problems,
their future financial wealth depends on their
behavior in wusing money in their daily
activities (Choudhary & Kamboj, 2017).
Shopping habits, keeping shopping records,
using money savings, managing money when
there are problems, financial services taken
and the use of extra income are the main
aspects of FB (Thapa & Nepal, 2015).
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Previous studies have explained that the
higher person's FB, the better their financial
well-being than those with low FL.

Hi: Financial behaviour has a significant
positive effect on the FL.

Financial Influence on Financial Literacy

Generally, the main part for college
student outreach are family members, peers,
school friends and social media. Socialization
agents are found throughout a person's life
cycle (Isomidinova et al., 2017). The habits of
parents, friends and social media could affect
a child's FL so that children must obtain a
proper education about finance (Dube &
Asthana, 2017).

Albeerdy and Gharleghi (2015) stated

that there is a relationship between FI
variables with FL.
H,: Financial influence has a significant

positive effect on the FL.

Financial Attitude on Financial Literacy
FA is an important element of FL,
because it affects people's FB. Preferences for
saving, consuming, and preferences for
making long-term financial plans, are used to
capture  respondents’ attitudes  towards
financial management (Choudhary & Kamboj,
2017).
Hs: Financial attitude has a significant positive
effect on the FL.

Money Management on Financial Literacy

To achieve a quality life as working
adults, MM skills play an important role
because college students would influence the
way they manage money throughout their
lives (Shaari, Hasan, Mohamed, & Sabri,
2013). Research by Boyland and Warren
(2013) states that personal MM is very
important for college students. Previous
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studies considered MM as an independent
variable that could affect the level of FL.

H4: Money management has a significant
positive effect on the FL.

Investment on Financial Literacy
Investment is a commitment of money
or capital to buy financial instruments or other
assets to produce profitable profits in the form
of interest, income, or appreciation of the
value of the instrument. Investments involve
individuals or organizations in making
decisions such as property, commodities,
stocks, bonds, or foreign currencies that have a
certain level of risk and could provide a return
on investment for a certain period (Shaari et
al., 2013). Study of Shaari et al. (2013) state
that there is an investment relationship with
FL.
Hs: Investment has a significant positive effect
on the FL.

RESEARCH METHODS

Based on the research objectives, this
study is an explanatory study of the
determinants of FL among college students in
Batam, Indonesia. This study population is
college students in Batam. The sampling
method used in this study is the questionnaire
data collection method. The questionnaire
were distributed to 350 college students.

Questionnaires were distributed to
students from several universities, namely
Politeknik Negeri Batam, lbnu Sina Batam,
Universitas Internasional Batam, Universitas
Batam, Universitas Maritim Raja Ali Haji,
Universitas Universal, and Universitas Putera
Batam. The number of questionnaires was
distributed randomly without dividing the
number of questionnaires to be distributed to
each university. The number of samples taken
using a ratio of 1:10 (Hair, Black, Babin, &
Anderson, 2014). Based on 28 questions that
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the researcher collated, it is needed total
number of 280 respondents.

The dependent variable used in this
study is FL and the independent variables are
FB, FI, FA, MM and investment. The
questions that researchers made came from
previous research by Thapa and Nepal (2015)
and Ambarkhane and Venkataramani (2015)
who had previously conducted research. The
scale being used in this study is the scale of
Likert which shows 5 choices with the
intention to show five points consisting of 1
for the strongly disagree, 2 which means
disagree, 3 for the neutral, 4 which means
agree, and 5 for the strongly agree.

RESULTS AND DISCUSSIONS

Table 1 contains questionnaire data
distributed, received and a questionnaire
which are used in this study.

Table 1 Respondent Statistics Data

e-1SSN: 2685-3426

Age Amount Percentage
<18 years old 13 3.8%
19-22 years old 306 89.2%
>23 years old 24 7%
Total 343 100%

Source: Data processed (2018).

Table 4 Demographic of Respondents Based
on University

University Amount  Percentage
Ibnu Sina Batam 10 2.9%
Politeknik Negeri Batam 19 5.5%
Universitas Batam 29 8.5%
Universitas Internasional 189 55.1%
Batam

Universitas Riau 6 1.7%
Kepulauan

Universitas Putera Batam 68 19.8%
Universitas Universal 22 6.4%
Total 343 100%

Source: Data processed (2018).

Table 5 Demographic of Respondents Based
on Student Status

Descriptions Questionnaire Status Amount  Percentage
Questionnaire were 350 Student worker 296 86.3%
distributed Full time student 19 5.5%
Questionnaire which is not 0 Students or parents own 28 8.2%
filled in completely business owners
The outlier questionnaire 7 Total 343 100%
contained Source: Data processed (2018).

Questionnaire are used for 343
analysis

Source: Data processed (2018).

Table 2 Demographic of Respondents by
Gender

Gender Amount Percentage
Men 141 31.1%
Women 202 58.9%
Total 343 100%

Source: Data processed (2018).

Table 3 Demographic of Respondents by Age
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Table 6 Demographic of Respondents Based
on Academic Study Program

Study Program Amount Percentage
Accounting 78 22.7%
Legal studies 30 8.7%
Management 173 50.4%
Tourism 2 0.6%
Information Systems 38 11.1%
Civil Engineering 22 6.4%
Total 343 100%

Source: Data processed (2018).

Table 7 Demographic of Respondents Based
on Monthly Income

Monthly income Amount Percentage

<IDR 4,000,000 110 32.1%
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IDR 4,000,001-10,000,000 219 63.8%
>|DR 10,000,001 14 4.1%
Total 343 100%

Source: Data processed (2018).

From the results of testing of 350
respondents produce data with Z-score values
not exceeding -3 and 3. The results of this
outlier test prove that there are data which
deviate were 7 questionnaires out of 350
questionnaires distributed.

Table 8 Reliability Test

Questions Alpha Information

FB 0.719 Reliable

FI 0.791 Reliable

FA 0.711 Reliable

MM 0.705 Reliable

| 0.767 Reliable

FL 0.703 Reliable

Source: Data processed (2018).

Table 9 Normality Test

Normality Asymp. Sig. Conclusion

test (2-tailed)

Kolmogorov 0.075 Data is

Smirnov normally
distributed

Source: Data processed (2018).

Table 10 Heteroscedasticity Test

e-1SSN: 2685-3426

FB 0.187 3.476 0.001 H1lis
significantly
positive
H2is
significantly
positive
H3is
significantly
positive
H4 is
significantly
positive
H5is
significantly
positive

Fl 0.92 1.991 0.477

FA 0.359 6.652 0.000

MM 0.94 2.020 0.444

| 0.196 4.259 0.000

Model Sig. Conclusion

FB 0.375 Homoscedasticity
Fl 0.100 Homoscedasticity
FA 0.352 Homoscedasticity
MM 0.943 Homoscedasticity
I 0.89 Homoscedasticity

Source: Data processed (2018).

Table 11 F-Test

F Sig

28.373 0.000

Source: Data processed (2018).

Table 12 t-test

Variable B t Sig. Results
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Source: Data processed (2018).

H1: There is a significant positive effect

between financial behaviour on financial
literacy.
Based on the significant value of

the FB variable shows that the variable has a
significant influence on the dependent variable
FL. These results prove that hypothesis 1 has a
significant positive effect on the dependent
variable FL with the significant value of 0.001
is lower than 0.05 and the beta yield is 0.187.
Previous studies state that there was a
significant positive effect between FB on FL.
The result prove that students with high FB
possess better FB. Students who have good FB
tend to be more understanding and able to
manage their personal finances.

H2: There is a significant positive influence
between financial influence on financial
literacy.

Based on the significant value of the FI
variable, it shows that the variable has a
significant positive effect on the dependent
variable FL. These results prove that
hypothesis 2 has a significant positive effect
on the dependent variable FL with a
significant value of 0.047 which is less than
0.05 and the beta is 0.092.

Previous studies state that there was a
significant positive influence between FI and
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FL. Students who have more opportunities to
discuss and observe their parents and peers are
more likely to save and make budgeting
funds. Therefore, this shows how family and
peers have a big influence on student FL.

H3: There is a significant positive effect

between financial attitude on financial
literacy.
Based on the significant value of

the FA variable shows that the variable has a
significant positive effect on the dependent
variable FL. This result prove that hypothesis
3 has a significant positive effect on the
dependent variable FL with a significant value
of 0,000 which is less than 0.05 and the beta is
0.359.

Previous studies state that there was a
significant positive effect between FA on FL.
College students' financial knowledge could
be enhanced by their attitude towards
finance. College students who are aware of
financial problems tend to be more
knowledgeable  financially. In addition,
students' financial knowledge is no different
from how they are involved in financial
activities and what influences them.

H4: There is a significant positive effect
between money management on financial
literacy.

Based on the significant value of the variable
MM shows that the variable has a significant
positive effect on the dependent variable
FL. This result prove that hypothesis 4 has a
significant positive effect on the dependent
variable FL with a significant value of 0.044
less which is less than 0.05 and the beta is
0.094.

Previous research states that there is a
significant positive effect between MM on
FL. The result proved that the higher the
percentage of MM, the better financial
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management of a college student. Previous
sudies stated that from the respondents
surveyed, they considered themselves to be an
efficient money managers, had a good
understanding of finances or all that needed to
be known in managing personal finances.

H5: There is a significant positive effect
between investment on financial literacy.
Based on the significant value of the
investment variable shows that this variable
has a significant positive effect on the
dependent variable FL. This result prove that
hypothesis 5 has a significant positive effect
on the dependent variable FL with a
significant value of 0,000 which is less than
0.05 and the beta is 0.196.
This result is in line with previous studies by
Shaari et al., (2013) which states that there
was an relationship between investment and
FL. Previous studies state that there was a
significant positive effect between investment
on FL. Investment involves individuals in
making choices, such as analyzing which
investments have high or low risks and which
investments could give high returns for a
certain period of time.

Value adjusted R?of 0.286 proved that
28.6% of the test results could be obtained that
the dependent variable of a FL could be
explained by the independent variables of FB,
FI, FA, MM, and investment. The remaining
percentage of 71.4% is explained by other
variables which are not used in this study.

Table 13 The Adjusted R? Test

R* Adjusted R* SEE

0.296 0.286 2.61878

Source: Data processed (2018).

CONCLUSIONS

This study purpose is to analyze the factors
which influence FL of college students. With
the dependent variable FL and also the
independent variable FB, FI, FA, MM and
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investment. The purpose of this study is to
find out what influences the behavior of a
college student, so that the results of this study
could be beneficial for students and also the
community. The results of all 5 hypothesis
showed that each independent variables in this
study have significant positive effect to the
FL. This means we have to give attention to
the independent variables in purpose to
increase college students’ financial literacy.

Coverage of researchers is only for
college students in Batam (a small part of
Indonesia), so the results obtained could only
represent Batam college students in terms of
FL. The total effect which shown in Adjusted
R? test result was only 28.6% is quite low. So
there are other independent variables which
could give higher effect to FL.

Future studies could expand the sample
size to reduce potential biases and improve its
accuracy.  This  includes  distributing
questionnaires equally of a developed or
developing country where different results
could be obtained, or it could be compared. In
addition, future researchers may include other
variables, which could affect FL, such as
banking general knowledge, saving and
spending behaviour, banking system, risk
level, and insurance.
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