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ABSTRACT

Prior research has examined various antecedents of entrepreneurial intentions, however,
the importance of financial literacy has not received much attention, especially in the context of
developing economies. This study examines the role of financial literacy in shaping
entrepreneurial intentions among Iranian university students majoring in accounting. More
specifically, this study examines three dimensions of financial knowledge regarding spending,
saving and giving. Based on the responses of 504 students, findings suggest that knowledge
regarding saving matters in shaping entrepreneurial intentions among university graduates
regardless of gender. In addition, knowledge regarding spending was found to impact
entrepreneurial intentions among female respondents only, while the giving dimension did not
impact entrepreneurial intentions for the male nor female respondents. Implications for research
and practice are discussed.

Keywords: Financial Literacy, Entrepreneurial Intentions, Gender.
INTRODUCTION

Entrepreneurship is a critical driver of economic growth and development, job creation
and reduction of unemployment/underemployment, and a vehicle for alleviating poverty (Cheng
et al., 2021; Hussaina et al., 2017; Shiri et al., 2016; 2017; Thurik et al., 2008; Mbhele &
Qhwagi, 2023). Given high rates of unemployment among university graduates in Iran,
policymakers, public officials, and planners seek to encourage graduates to start new businesses
(Ahamad and Seymour, 2008; Mirzasafi et al., 2011; Shiri et al., 2021). Research findings
suggest that financial literacy can help individuals develop saving habits (Sabri and MacDonald,
2010) as well as contribute to entrepreneurial financial skills such as market knowledge and
understanding of the financial resources available. Thus, financial literacy may also drive
entrepreneurial intentions (Li and Qian, 2020) and lead to the establishment of new businesses or
the expansion of existing ones (Rikwentische et al., 2015). Indeed, some studies suggest that
financial literacy and saving impact individual entrepreneurial intentions (Hasan et al., 2020; Li
and Qian, 2020). Individuals with higher levels of financial literacy, are found to be more
interested in entrepreneurship (Aldi et al., 2018; Song et al., 2020), better at exploiting
opportunities (Glaser and Walther, 2013), and more likely to develop entrepreneurial intentions
(Ahmad et al., 2019; Bilal et al., 2021).
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However, research on the ways in which financial literacy contributes to entrepreneurial
intentions and behaviors is limited (Ahmad et al., 2019; Shafinar et al., 2015; Li and Qian, 2020),
especially in developing countries (Alshebami & Al Marri, 2022). In addition, there is a
significant gap in financial literacy levels between developed and developing countries (Bilal et
al., 2021; Lusardi & Mitchell, 2011), especially in the Arab world (The World Bank, 2016). In
Iran, (Klapper, Lusardi & Van Oudeusen, 2014) consider only 20% of the adult population to be
financially literate. Because financial literacy can be developed, much value may be gained from
identifying whether financial literacy matters in strengthening entrepreneurial intentions.

In this study we seek to understand the ways in which financial literacy among
accounting students in Iran is related to their entrepreneurial intentions in terms of post-
graduation employment. Given the important role that gender plays in occupational choice, we
also examine whether gender moderates the relationship between financial literacy and
entrepreneurial intentions.

Theoretical Framework

The theory of planned behavior (Ajzen, 1991) suggests that intention is a good predictor
of behavior. Krueger, Reilly and Carsrud (2002) support the notion that intentions are the single
best predictor of any planned behavior, including entrepreneurship. Entrepreneurs make
decisions about starting a new business in a purposeful and planned manner (Davidsson, 1995)
and entrepreneurial intentions consciously direct attention, experience, and behavior among
entrepreneurial-minded people (Bird, 1988). Past research has identified different variables that
can shape an individual’s entrepreneurial intentions such as personality (Murad et al., 2021;
Jiatong et al., 2021) entrepreneurial self-efficacy (Baughn et al., 2006; Bullough et al., 2014; de
Bruin et al., 2007), having an entrepreneur in one’s family (Trunk and Dermol, 2015), gender
(Shinnar et al., 2012), and entrepreneurship education (Boubker et al., 2021; Kolvereid and
Moen, 1997; Lifian et al., 2011). An additional variable that has been identified as an antecedent
to entrepreneurial intentions, but has so far received limited research attention, is financial
literacy (Shi, 2012).

Ajzen’s (1991) theory of planned behavior has been frequently applied in the study of
entrepreneurial intentions (EI) (Diaz & Jiménez, 2010; Lifian, 2008; Lifian & Chen, 2009; Lifan
et al., 2010; Moriano et al., 2011) to explain the antecedents that shape individuals’ intentions
to pursue entrepreneurship. Three cognitive antecedents identified in the theory are considered
reliable predictors of El, explaining one third to nearly half of the variation in EIl in various
studies (Kolvereid, 1996; Lifian & Chen, 2009; van Gelderen et al., 2008). These include:
personal attraction, subjective norm, and perceived behavioral control. Personal attraction refers
to the attitude a person holds about the behavior in question. Subjective norm is defined as the
“likelihood that important referent individuals or groups approve or disapprove of performing a
given behavior” (Ajzen, 1991, p. 195). Finally, perceived behavioral control refers to the
perceived ease or difficulty of performing the behavior in question as well as anticipated
impediments and obstacles (Ajzen, 1991). Given that higher levels of financial literacy are likely
to impact an individual’s perceived behavioral control, namely the perceived ease of securing
financing and managing a business from the financial standpoint, we believe that financial
literacy can shape entrepreneurial intentions. We discuss financial literacy next.
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Financial Literacy

Financial literacy consists of an individual’s knowledge in managing economic
information for decision making (Lusardi & Mitchell, 2011). In the context of entrepreneurship,
financial literacy consists of an individual’s “understanding of financial products, risks stemming
from business initiatives as well as managing money and financial liabilities” (Trunk and
Dermol, 2015, p. 2088). Individuals with higher levels of financial literacy were found to be
better at paying credit-cards and tracking bills (Hilgert et al., 2003), more effectively managing
money (Klapper et al., 2014), and hedging risks by diversifying investment portfolios (Giuso &
Jappelli, 2008). Financial literacy enables entrepreneurs to make effective decisions regarding
the utilization of financial products and services (Wise, 2013) such as managing loans, savings,
and investments (Brown & Graf, 2013; Rooij et al., 2011) and improves practices such as record
keeping of business transations (Nama et al., 2023).

Using a Chinese data set on family economic activities, (L1 & Quian, 2020) find that
“with every unit increase in financial literacy, the probability of participating in entrepreneurship
will increase by 1.9 percent” (Li & Quin, 2020). This suggests that a better understanding of
topics like interest rates, time value of money, and investment risk are associated with a higher
probability of entrepreneurial participation. Others (Yin et al., 2015; Cumurovic & Hyll, 2019)
find that financial literacy and entrepreneurial entry are positively corelated. Lusardi (2009)
shows that being financially informed could inspire people's financial decisions to establish a
company. Financial literacy was indeed found to lead to higher interest in entrepreneurship (Aldi
et al., 2018; Song et al., 2020), better ability to exploit opportunities (Glaser and Walther, 2013),
higher likelihood to develop entrepreneurial intentions (Ahmad et al., 2019; Bilal et al., 2021;
Suratno et al., 2021) and potential for success as an entrepreneur (Munyuki et al., 2022).

Because most entrepreneurial activities start with household assets as the initial
investment (Dyer, 2003), lack of startup capital is a significant barrier to starting a new venture
(Engelschion, 2014; Herrington & Kew, 2014; Li & Qian, 2020). Financial capital is regarded as
a primary source required by new ventures (Brush et al., 2001). Lack of financial savvy can lead
to higher borrowing costs and more debt, reducing the likelihood that an aspiring entrepreneur
will be able to neither gather sufficient capital for startup nor manage it efficiently (Stago &
Zinman, 2009). Indeed, (Pruett et al., 2008) identified lack of knowledge in management,
accounting, and finance as significant barriers to entrepreneurship among university students in
the U.S., China and Spain.

(Igbokwe, Gesinde & Adeoye, 2014) examine three different dimensions of financial
literacy, what they label as financial intelligence: spending, saving, and giving. The ‘spending’
dimension consists of one’s awareness of financial resources available and spending within a
budget. The ‘saving’ dimension assesses one’s awareness of controlling expenses, saving, and
planning to save. The third dimension is labeled ‘giving,” and encompasses financial resources
that can be provided to others. This is especially relevant in the Iranian context, given the
importance charity as a core Islamic value (Adas, 2006; Sloane-White, 2011). Indeed, Adas
(2006) who studied Muslim entrepreneurs in Turkey found that Muslim entrepreneurs integrate
Islamic values in entrepreneurship. For example, Islam prohibits charging interest which means
that many nascent entrepreneurs seek to borrow from friends and family (Adas, 2006). Based on
(Igbokwe et al., 2014) identified dimensions of financial knowledge, we propose that:

Hi: The spending dimension will have a significant effect on students' EI.
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Hy: The saving dimension will have a significant effect on students' El.
Hs: The money-giving dimension will have a significant effect on students' EI.

The Gender Gap

Given significant differences across genders in entrepreneurial intentions and activity
(Elam et al., 2021; Jenning et al., 2022; Quigley & Patel, 2022), gender is often included as a
moderating as well as a mediating variable in entrepreneurship studies (Sullivan & Meek, 2012).
Furthermore, in the context of financial literacy, some studies identify gender differences in
financial skills, such as saving, borrowing, trading, and risk management (Allen et al. 2016; Cull
et al. 2007; Rojas-Suarez, 2010) with women having lower financial literacy compared to men
(Buvinic & Berger, 1990; Carter & Shaw, 2006; Kairiza et al., 2017). (Trunk & Dermol, 2015),
in their study of university students in Slovenia, found that men were significantly more inclined
to gather financial information compared to their female peers. Similarly, (Kairiza et al., 2017)
find that female entrepreneurs take less initiative in exploiting available financial services and
entering formal financial markets compared to their male counterparts. This is aligned with
(Mandell’s, 2008) findings that male university students in the U.S., ranked higher on financial
literacy compared to their female peers. Based on the gender differences identified in the

literature, we hypothesize that:
H,: Gender moderates the effect of the spending dimension on students' EI.

Hs: Gender moderates the effect of the saving dimension on students' EI.
Hs: Gender moderates the effect of money-giving dimension on students’ EI.

Financial Intelligence Dimensions:

Spending H; Hy Hj

Saving
Giving Hy %5 H,
Figure 1
CONCEPTUAL MODEL
METHODOLOGY
Sample

Mandell (2008) found that university students in business education and other
quantitative fields like science and engineering, tend to rank higher on aspects of financial
literacy like income management, saving, and spending. For this reason, this study surveyed
accounting students in Iran. Because of limitations created by the COVID-19 pandemic, data
collection was conducted via an online questionnaire, using the Aval Form software. All
accounting students from all universities across Iran were invited to participate through different
social networks such as Telegram, WhatsApp, and Instagram. This approach constitutes a simple
random sampling approach, which resulted in 514 completed questionnaires. After discarding 10
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questionnaires with incomplete responses, the final sample of 504 questionnaires was utilized for
data analysis.

The use of student samples to examine entrepreneurial intentions has received some
support because “students face an immediate career choice [and] ...starting a business may be a
realistic option for them” (Krueger et al., 2000, p. 425). Similarly, (Hmieleski & Corbett , 2006) ,
p. 59) advocate ‘“the importance of studying the intentions of students, who, through
university...programs and the increased infusion of entrepreneurship across educational
curriculums, experience increasingly lower barriers in starting their own businesses.” In addition,
student samples are very common in entrepreneurship research (Lifian & Chen, 2009), especially
given evidence that 25 to 34-year-old university graduates show the highest propensity toward
starting up a firm (Reynolds et al., 2004).

Questionnaire

The questionnaire included items on respondents’ demographic characteristics as well as
individual entrepreneurial intentions and financial knowledge. Entrepreneurial intention (EI) was
measured using (Liflan & Chen’s, 2009) well established six-item scale. The seven-point Likert
scale ranged from “1” being “completely disagreed” to “7” being “completely agree.” The items
were: (1) “I am ready to do anything to become an entrepreneur;” (2) “My professional goal is to
become an entrepreneur;” (3) “I will do whatever it takes to set up and run my own company;”
(4) “I am determined to set up my own company in the future;” (5) “I have thought seriously
about setting up a company;” and (6) “ I have the firm intention to set up my own company one
day”.

Igbokwe et al.’s (2014) 25-item financial knowledge scale was used to assess the three
dimensions of saving, spending, and giving. The spending dimension included 11 items, such as:
(1) “I always make a list of what I want to buy,” and “I understand I have limited resources.” The
saving dimension included 9 items such as: (1) “I plan the amount to save every month,” (2) “I
maintain a savings account,” and (3) “I systematically save for what I want to purchase.” The
giving dimension included 5 items such as: (1) “I make an account of every amount of money |
give,” and (2) I am aware of the need to give.” All items were rated on a five-point Likert-type
scale ranging from “1” being “not at all” to “5” being “always.” Table 2 shows the scales’
convergent and diagnostic validity as well as the Cronbach's alpha coefficient (o) and composite
reliability (CR) (See Table 2).

Analysis

Data analysis was completed using the SPSS (ver. 27.0) and SmartPLS (ver. 3.0)
software packages. For this purpose, descriptive (frequency, percentage, mean, and standard
deviation (SD) and inferential (SEM, viz. measurement model evaluation and structural model
evaluation as well as the partial least squares (PLS) regression) statistics were utilized. In the
evaluation section of the measurement model, the validity, reliability, and fit of the latent
variables were considered. In the evaluation section of the structural model, the hypotheses were
tested in the form of the proposed research model. In addition, multigroup analysis (MGA) was
used to investigate the moderating role of gender.

Findings
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Descriptive Statistics

A total of 59.3% of the respondents were female and 40.7% were male. Mean age was
26.18 (SD of 6.82, ranging from 19 to 50). The age range among university students in Iran is
significantly broader than in other nations given that many working adults seek to advance their
educational attainement for career growth pruposes. The mean score for entrepreneurial intention
was 3.12 (with a SD of 0.93), which is a moderate level. In terms of financial knowledge, the
mean for the spending dimension was 3.62 (SD of 0.87), the mean for the saving dimension was
3.68 (SD of 0.89), and the mean for the money-giving dimension was 4.01 (SD of 0.66). These
results suggest an above average level of financial knowledge.

Model Fit

To check the fit, validity, and reliability of the measurement model of the latent variables,
confirmatory factor analysis (CFA) was employed. The goodness-of-fit (GoF) indices (See Table
1), the summary of the results (See Table 2), and the correlation coefficients, and the root-mean-
square (RMS) extraction (See Table 3) were all considered satisfactory. Results show that the
indices of the standardized root-mean-square residual (SRMR), the normed fit index (NFI), and
the root-mean-square residual covariance matrix of the outer model residuals (RMS theta) have
good values; therefore, the fit of the measurement model of the latent variables in this study was
established (See Table 1).

GOF INDICES OF THEaIBIlleEzl\SUREMENT MODEL
Fitness index SRMR NFI RMS Theta
Suggested value <0.10 >0.80 <0.12
Estimated value 0.077 0.94 0.11

Given that the CR value was equal to or greater than 0.7 and the average variance
extracted (AVE) was equal to or greater than 0.50, reliability and convergent validity are
established (Hair et al., 2017). The CR values and convergent validity (viz. AVE) for the
measurement model of all the latent variables of the study are respectively greater than 0.82 and
0.53, so the measurement model of the latent variables of the research had acceptable reliability
and convergent validity (See Table 2).

Table 2
RESULTS OF THE MEASUREMENT MODEL
Latent Variable Mean (SD) CR AVE o
Entrepreneurial Intention 3.12(0.93) 0.92 0.71 0.9
Spending knowledge 3.62 (0.87) 0.87 0.63 0.83
Saving knowledge 3.68 (0.89) 0.89 0.68 0.85
Giving knowledge 4.01 (0.66) 0.82 0.53 0.72

A square root of AVE for each construct greater than the estimated correlation coefficient
between that construct and other constructs in the research model, confirms the discriminant
validity of that variable (Fornell and Larcker, 1981). Our results (See Table 3) show the square
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root AVE for each construct in the research model (0.73<AVE<0.84) is greater than the
correlation coefficient (0.16<r<0.64) between the constructs of the research model. These
demonstrate good discriminant validity for the measurement model of all the latent variables. A
collinearity test was further used to check common method bias (CMB). Given that the VIF for
each latent variable is less than 3.3 (See Table 3) we can determine that the model is free from
CMB (Koch, 2015).

ROOT MEAN OF THE EXTRACTED VARI:;ISE‘ZND THE CORRELATION COEFFICIENTS
Latent Variable 1 2 3 4 VIF
1- Entrepreneurial Intention 0.84 -
2- Spending knowledge 0.22 0.8 1.96
3- Saving knowledge 0.25 0.64 0.83 1.97
4- Giving knowledge 0.16 0.6 0.6 0.73 1.8

Note: The numbers of the diagonal elements represent the root mean of the extracted variance and the lower
elements show the correlation coefficients between the constructs.

Upon verifying the measurement model of the latent research variables using CFA, the
path analysis method (i.c., structural model evaluation) was used to test the hypotheses in the
form of the proposed research model. The research path model was then presented by the
standardized path coefficient and significance level (See Figure 2) along with the summary of the
results for the structural model evaluation (See Table 4).

Table 4
STRUCTURAL MODEL EVALUATION
Latent Variable Path Coefficients Conclusion
Dependent Independent B t
Spending knowledge 0.1 1.07 Reject H1
Entrepreneurial Intention Saving knowledge 0.198 2.11* | AcceptH2 | 0.07
Giving knowledge -0.013 0.14 Reject H3
Significant at the 5% error level
i
0.10 (1.72)

— 0.19(2.11) Entrepreneurial

/ Intention

-0.01 (0.15)
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Figure 2
THE STRUCTURAL MODEL OF THE RESEARCH IN STANDARDIZED AND T-VALUE

Results

Findings (See Table 4) show that the direct path coefficient of the latent variable of the
spending dimension on EI is not statistically significant (beta=0.10, t=1.07), failing to support
Hypothesis 1. The latent variable of the saving dimension, on the other hand, shows a significant
positive effect on EI at the 5% error level (beta=0.198, t=2.11), supporting hypothesis 2. Finally,
findings show that the effect of the latent variable of the money-giving dimension on students' EI
was not statistically significant (beta=-0.01, t=0.14) failing to support hypothesis 3.

Gender Moderating Effects

The MGA was used to investigate the moderating role of gender in the relationship
between the financial knowledge dimensions and entrepreneurial intentions (See Table 5). The
spending and saving dimensions both show a significant positive effect on EI among the female
students but not so for the money-giving dimension. Meanwhile, among the male students, only
the saving dimension had a significant positive effect on EI. These results show that gender
moderates the effect of the spending dimension on EI among Iranian accounting students.
Namely, the impact of the spending dimension on EI was greater in female students than for the
male students. The MGA results did not validate the moderating role of gender in the relationship
between the saving dimension and EI. Therefore, the fourth and sixth research hypotheses were
confirmed, and the fifth research hypothesis was rejected.

Table 5
MODERATING ROLE OF GENDER
Structural Path Path coefficient(t- Path' coefficient t-value Significance
value) difference level
Female Male
Spending knowledge a s -0.16 sk
FI 0.31 (2.95%%) (0.99) 0.47 2.63 0.011
Saving knowledge AEI 0.26 (2.17%) (20f41*) 0.05 0.26 0.79
Giving knowledge a EI -0.25 (1.81) 0.20 (1.50) 0.45 2.19% 0.029

Significant at the 1% error level and *Significant at the 5% error level

DISCUSSION

Our results demonstrate that the saving dimension had a significant and positive effect on
EI among accounting students regardless of gender. Considering that any entrepreneurial activity
involving the creation of a new business (small, medium, or large) requires capital, this finding is
not surprising. Individuals, who understand ways to save for the future and manage investments,
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are thus more likely to have startup capital which can impact their intentions to start a business.
These findings are consistent with past research (Kamil et al., 2014; Ronald & Grable, 2010; Shi,
2012; Suratno et al., 2021). However, contrary to past research (Kamil et al., 2014; Suratno et al.,
202;), our results did not show a significant effect on EI for the spending or money-giving
dimensions. It is possible that students who intend to start businesses in the future are more
likely to look for saving opportunities rather than focus on spending or giving money to others.

Additional insights are revealed from our examination of the moderating role of gender
on the relationship between the different financial knowledge dimensions and EI. In keeping
with previous research (Allen et al., 2016; Cull et al., 2007), this study’s results show gender
differences in the impact of financial knowledge. First, the spending dimension had a significant
and positive effect on EI among female respondents but not among male respondents. It is
possible that because women are often responsible for household expenses and budgeting, this
dimension matters more to them. Meanwhile, the saving dimension had an impact on EI for all
respondents, regardless of gender. Finally, we did not find the giving dimension to impact
entrepreneurial intentions. It is possible that university graduates, who are not yet established in
their careers, are less focused on giving, and more on saving and spending. In general, these
findings point out the varying effect of gender in the impact financial knowledge can have on EI
and related actions. This can be informative for policy makers focused on entrepreneurship
development. We discuss some of these implications next.

Limitations and Areas for Future Research

There are a number of limitations to our study, several of which present promising
directions for future research. First, our study examined entrepreneurial intentions among
university students in only one national context (Iran). Future research could investigate the
impact of financial literacy on entrepreneurial intentions as well as the impact of gender on this
link in other national contexts. Another limitation is our sample’s lack of variation in the field of
education. All of our respondents were accounting students who, as the nature of their course
work, are likely to have higher levels of financial literacy. A sample with variance in educational
fields might have greater variance in EI, especially in disciplines outside business or other
quantitative fields like science and engineering. Finally, while there is some support for the
notion that intentions lead to actual behavior (Diaz & Jiménez, 2010; Lifian, 2008; Lifian &
Chen, 2009; Lifan et al., 2010; Moriano et al., 2011), longitudinal work measuring actual
entrepreneurial behavior among university graduates would be invaluable. Future research could
assess whether students who had access to financial literacy education actually start businesses at
higher numbers.

Implications and Recommendations

Our results have several theoretical and practical implications. In terms of the theoretical
implications, our findings show that financial knowledge can impact EI as well as the fact that
gender matters in this relationship. Future studies examining antecedents of entrepreneurial
intentions, should consider financial literacy. In addition, it is important for researchers to
acknowledge that financial knowledge and implications thereof may differ between men and
women.
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In terms of the practical implications for policymakers, public officials, and planners in
higher education, our findings suggest that financial literacy can impact entrepreneurship
development among students and graduates and thus reduce unemployment. This is especially
true regarding knowledge around saving. Investing in financial literacy education can potentially
serve to increase entrepreneurial intentions among university graduates in Iran. This might be
especially important for individuals who are hesitant to start their own business due to lack of
understanding about financial management. Educational institutions like universities are well
situated to offer educational programs to current students as well as working adults on basic
financial concepts like budgeting, cash flow management, and investment strategies. This can be
offered through continuing education workshops or online courses. Such educational
opportunities may boost individuals’ confidence in their ability to make well informed financial
decisions and as a result, be more likely to start their own business. Nascent entrepreneurs could
equally benefit from access to financial advisors, mentors, and peer networks to further develop
their financial literacy.

To address the gender gap and increase entrepreneurial intentions among women,
providing access to education on funding sources, specifically for nascent female entrepreneurs
could be valuable. Indeed, existing research identified some of the social benefits resulting from
female entrepreneurship in terms of job creation and wages (Sanchez-Riofrio et al., 2023).
Expanding mentorship opportunities for aspiring female entrepreneurs as a way to boost
financial literacy could thus be beneficial. To enhance financial literacy among women,
universities can offer workshops, coursework or continuing education programs on business
financial management targeting women.
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