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Abstract. This study aims to examine the relationship between the students’ level of financial literacy and risk tolerance, and how this 
relationship then influence their behavior toward Fintech adoption. To attain those objectives, this study conducted online survey using 
google form to more than 495 students in four state university located in Padang City, West Sumatera. In addition to a simple descriptive 
analysis, the survey results are processed and analyzed using PLS Smart3.0 with two-step methods, namely the measurement and structural 
model to test the study’s hypothesis. This research found that in general, the level of financial literacy among the students in the four state 
universities in Padang City is quite sufficiently literate. The majority of students tend to avoid risks or risk averse and this might relate to 
their low level of financial literacy and they tend to use more the types of fintech that is more familiar and less risky, i.e. digital payment. 
Based on the PLS analysis, meanwhile, this study shows that among the proposed demographic factors, only gender that significantly affects 
respondents’ risks tolerance. However, the level of financial literacy is directly and significantly influencing the fintech adoption. 
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1. INTRODUCTION 
The development of information communication technology (ICT) and massive invention in digitalization have 

stimulated the growth of various kinds of Fintech services. Currently, there is a growth and expansion of Fintech 
companies that provide financial products and services through internet and mobile platforms in many countries, such as 
Ant Financial (PRC), Grab (Singapore), Paytm (India), Compass (US), Opendoor (UK), and Gojek-Tokopedia, GoTo 
(Indonesia). These various Fintech Start-ups offer a variety of financial products and services that add to the complexity of 
the financial market environment and make the financial decisions faced by consumers more complex and challenging, 
thereby increasing financial risks for them. 

The increasingly diverse choices of financial products and services require good knowledge to make a financial decision 
named financial literacy. Bruhn et al. (2013) argue that in line with the growth in access to financial products and services, 
there is a growing concern that many consumers may not have sufficient financial skills and information to use these 
financial products and services adequately. In relation to this concern, Agarwalla et al. (2015) argue that due to the 
increasing scope and complexity of financial products and services, each individual needs to build a solid understanding of 
the financial world in order to be able to become good decision-makers and use the right path to achieve his goals and 
financial needs. Therefore, the current rapid development of Fintech also encourages the need for improved financial 
literacy so that users can use increasingly innovative financial products and services properly that fit in with their 
needs. With good financial literacy, consumers are expected to understand the financial products and services offered, 
including the features, benefits, risks and rights, and obligations of the parties involved. 

Meanwhile, making financial decisions is also determined by how much individuals are willing to accept the risk of 
their financial choices, which is also called risk tolerance. Grable & Roszkowski (2008) explain that “risk tolerance is the 
willingness of individuals to act to achieve specific goals, where the outcome of their actions is uncertain and usually accompanied by the 
possibility of loss”. Kimball et al. (2008), moreover, describe risk tolerance as a concept borrowed from economic psychology 
and roughly inversely related to the economic concept of risk aversion. Hence, financial risk tolerances, along with 
financial literacy, will influence individuals' financial behaviour and decisions, including decisions related to the adoption of 
financial technology (Fintech). For that reason, therefore, both aspect are important to get a significant attention in the 
research field related to financial technology. The study on financial literacy, risk tolerance, and adoption of Fintech is 
essential to be conducted amid the increasing complexity of financial environment that make the financial decision-making 
process becoming harder and challenging, creating financial risks. 

Previously, numerous studies have attempted to address issues related to financial literacy, risk tolerance, and fintech 
adoption. Some tried to measure the level of financial literacy competence in various countries (e.g.,(Atkinson et al., 2016; 
Felipe et al., 2017; OJK, 2013). Moreover, several other studies tried to link the effect of financial literacy on risk tolerance 
(e.g., (Bayar et al., 2020; Huzdik et al., 2014; Shusha, 2017; Yong & Tan, 2017). Among these papers, Bayar et al. (2020), for 
example, found that financial literacy and demographic characteristics (age, gender, education level, and income level) are 
factors that significantly affect financial risk tolerance. 

Furthermore, other studies have tried to link financial literacy and risk perception or risk tolerance with perceptions or 
intentions of investment choices or decisions (Aren & Zengin, 2016; Awais et al., 2016; Nguyen et al., 2016; Samsuri et al., 
2019). Aren & Zengin (2016), among others, found that although personal characteristics were not related to investment 
choices, risk perception and financial literacy level had a significant effect on individual investment preferences. 
Investors who tend to avoid risk (risk-averse) tend to have deposits, while those who have a high tendency to take risks 
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prefer to invest in foreign exchange, equities/stocks, and portfolios. In addition, the results of the logistic regression on 
household survey data in India from the Securities and Exchange Board of India (SEBI) also indicate that higher risk 
tolerance, financial literacy, and investment awareness significantly affect investment decisions in the capital market (R. 
Mishra, 2018). 

Meanwhile, some studies tried to link the adoption of Fintech with risk-taking behavior and financial literacy. Several 
studies tried to examine the relationship between financial literacy and Fintech adoption in several Asian countries, such as 
Lao PDR (P. J. Morgan & Trinh, 2019a), Japan (Yoshino et al., 2020), and Vietnam (Morgan & Trinh, 2020). Morgan & 
Trinh (2020), for example, found that a high level of financial literacy positively and significantly affacts individual 
knowledge (individual awareness) and the use of Fintech service products. Meanwhile, Hong et al. (2020) found that 
Fintech adoption increases risk-taking in all types of decisions. Therefore, individuals who are more tolerant of risk have 
greater benefits from the progress and development of Fintech. Furthermore, by overcoming traditional barriers, 
Fintech increases risk-taking for those who need it most. Likewise, Han et al., (2019) found that financial knowledge and 
attitude towards risk are the two main factors associated with P2P lending. 

From the various studies above, unfortunately, no research has examined the relationship between the three 
variables: financial literacy, risk tolerance, and adoption of Fintech in Indonesia simultaneously. Therefore, this study tries 
to fill this gap. This study wants to see the effect of financial literacy and risk tolerance on Fintech adoption in Indonesia. 
In general, this study aims to examine the relationships among financial literacy, risk tolerances and fintech adoption 
among higher education students in four state universities in Padang City, West Sumatera. In particular, it wants to know 
the level of students’ financial literacy and whether there is significant differences in the level of financial literacy between 
students with economic and business background and those who coming from other majors. furthermore, this research will 
analyze the relationship between the students’ level of financial literacy and risk tolerance, and how this relationship then 
influence their behavior toward Fintech adoption. 

This research is conducted in Padang city, the provincial capital of West Sumatera Province, Indonesia. The city 
have great potential for the digital economy or Fintech development. It is supported by the opinion of Deputy 
Commissioner of the Financial Services Authority (OJK) Institute Sukarela Batunanggar in “OJK Mengajar” event. He 
stated that rural communities who do not have access to banking facilities and many Micro, Small, and Medium 
Enterprises (MSMEs) in West Sumatra provide great potential for the growth of fintech services. It is recorded that 
around 80 percent of MSME actors are still considered unfit for financing from banks (Republika.co.Id, 2017). 

This research uses a quantitative approach by processing data generated from survey questionnaires addressed to 
undergraduate study program students (S1) from various majors in four state universities in Padang. The four universities 
include the following: Andalas University (Unand), Padang State University (UNP), and Imam Bonjol State Islamic 
University (UINIB), Padang State Polytechnic (PNP). The reason for choosing state university students is to obtain a 
good quality of respondents. Lusardi and Michell (2005), for example, showed that a high correlation between financial 
literacy and education level/length of study. Therefore, the lower the education level, the less likely the respondents are to 
answer correctly, and the more likely they are to say they do not know. Moreover, Mendes-Da- Silva et al. (2012) argue 
that being a student is a moment in life where they have growing obligations and realize their obligations to make many 
decisions. Moreover, these choices and decision will affect their life, determine their financial independence, and impact 
their future well-being and security. 

The rest of this paper will be structured as follow. The second section reviews the relevant literatures of this study. 
The third section explains the methodology used in this research. The fourth section discusses the finding and analysis of 
the study. The fifth section is the conclusion of the study. 
 
2. LITERATURE REVIEW 
2.1. Financial Literacy, Financial Risk Tolerance, and Fintech: Definition and Scopes 

There are various definitions in the literature related to financial literacy as each researcher or institutions uses their 
own criteria and limitations. U.S Commission (2007), for example, defines financial literacy as the ability to effectively use 
knowledge and skills to manage financial resources for financial well-being throughout life. Meanwhile, Servon & Kaestner 
(2008) stated that financial literacy is a person's ability to understand and use financial concepts. Similarly, Remund (2010) 
defines financial literacy as a measure of a person's level of understanding of critical financial concepts and ability and 
confidence to manage his personal finances. Furthermore, Huston (2010) defines financial literacy as a process of 
understanding and applying financial concepts and developing techniques to manage financial resources effectively. 
Meanwhile, Lusardi & Mitchell (2014) define financial literacy as a person's ability to process economic information and 
make good decisions from existing information related to financial planning, wealth accumulation, debt, and pensions. 

Financial literacy is a crucial component of the financial decision-making process. The Organization for Economic 
Cooperation and Development and the International Network on Financial Education/OECD/INFE refers to financial 
literacy as a combination of awareness, knowledge, skills, attitudes, and behaviors required to make good financial 
decisions and achieve individual financial well-being (OECD/INFE, 2016). Lusardi (2009) explains that the lack of 
financial literacy or knowledge of economic concepts will lead to difficulties experienced by individuals when making 
financial decisions. Based on the various explanations above, the concept of financial literacy is multi-dimensional, which 
reflects not only knowledge but also skills, attitudes, and actual behavior related to decisions on the management of 
financial resources owned by individuals. 

Financial literacy is closely related to various financial decisions and financial education/teaching. Financial literacy is 
associated with an extensive range of financial decisions, such as participation in the capital market, portfolio 
diversification, and the ability to avoid extreme debt bondage (Kimball & Shumway, 2012; Lusardi & Tufano, 2009). 
Meanwhile, OECD (2005) defines financial education as a process by which consumers/financial investors improve 
their understanding of various financial products, concepts, and risks. They develop skills and confidence to become 
more aware and knowledgeable about finance through information, instructions, and objective advice. Financially 
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literate people generally believe that most consumers cannot make the critical financial decisions that are most 
beneficial to them because they lack the financial education needed to make those decisions (Braunstein & Welch, 2002; 
Perry, 2008). 

The risk is a critical component in making various financial decisions, such as choosing an investment instrument or 
adopting Fintech. In financial decision-making, a person's propensity to take risks is known as risk tolerance, and it is 
vital in making financial decisions and achieving financial goals. When making financial or investment decisions, a person 
will consider the possible returns and level of risks for his financial and investment decisions that he/she is willing to 
take. Grable & Joo (2000) defines financial risk tolerance as the maximum amount of uncertainty that an individual is 
willing to accept when making a financial decision, reaching into almost every part of economic and social life. 

In this context, Hong et al. (2020) argue that the financial risk tolerance of individuals emerges as a factor 
influencing the choice of financial investment and the use of their savings. In line with that, for example, Yao et al. 
(2005) stated that the attitude towards risk is a factor that determines the investment behaviour of a person. 
Therefore, estimating an individual's propensity to take financial risk is an important matter. Risk tolerance is also 
vital for personal financial planning and optimizing investment portfolios. Moreover, determining one's risk tolerance is 
essential for financial service provider companies to offer products/services suitable for their customers. 

Like financial literacy, financial risk tolerance also has various definitions given by experts because this concept is 
related and often interchanged with other concepts related to financial risk. Financial risk tolerance is the maximum level 
of uncertainty that a person is willing to accept when making a financial decision (Grable & Joo, 2004; Grable & 
Roszkowski, 2007). Sometimes, the concept of risk aversion is also used instead of financial risk tolerance, even though it 
means the opposite; when one avoids risk, financial uncertainty and comfort levels are reduced (Ryack et al., 2004). 
Furthermore, Boone & Lubitz (2003) argue that financial risk tolerance combines risk attitude and risk capacity. Risk 
attitude means how much risk a person chooses to take, while risk capacity means how much risk a person can bear to take. 
In this context, Brighetti et al. (2010) classify these two components of risk tolerance as substantially different, where risk 
attitude is a physiological attribute while risk capacity is a financial attribute. Furthermore, Weber et al. (2002) define risk 
attitude as an individual's desire to take risks, ranging from risk-averse to risk-seeking. 

Sitkin & Pablo (1992) argue that risk tolerance can be characterized into three parts: risk preference, risk 
perception, and risk propensity. They distinguished these three features of risk tolerance by defining risk preference as a 
person's characteristics in terms of his or her interest in risk, while risk perception as a person's assessment of a risk from a 
particular situation, and risk propensity as an individual's objective probability of taking a risk or stay away from risk. 

Meanwhile, Fintech, as the name indicates, is a combination of finance and technology (Pu et al., 2024). Fintech is 
defined differently by experts and institutions. In a Deutsch Bank research report, Dapp (2014), for example, describes 
Fintech as a term that is often used to describe digitalization that is taking place in the financial sector. In general, 
they explain that this term refers to new and highly innovative companies engaged in information technology (IT) that 
want to change the traditional financial sector as we know it today. Moreover, in their report on the Global Agenda 
Council on the future of Financing and Capital, the World Economic Forum (2015) described Fintech as a company that 
provides or facilitates financial services using technology. Currently, the existing form of Fintech is characterized by 
technology-based companies that bypass formal financial institutions and provide products and services directly to users 
using online and mobile channels. 

Furthermore, researchers such as Sweeney (2015) and Chung et al. (2015) define Fintech as a product or service of 
financial service companies created with high technological innovation and disruption. Ernst and Young (2015) also define 
Fintech as an innovation in financial services where technology plays a crucial role in its creation. Similarly, Lee & Teo 
(2015) refers to Fintech as a business that uses hardware and software technology to provide financial services. Arner et al. 
(2015) refer to Fintech as a technology that enables financial solutions. Ryu (2018) argues that the information 
technology role in Fintech is not just a facilitator or supporter to provide financial services effectively. In addition, 
Fintech is also an innovator and real disruptor to disrupt the existing value chain by cutting lines or networks that are 
more there used to be. Therefore, he argues that Fintech is an innovation and disruption in financial services where 
information technology (IT) is a key factor for financial service providers from non-financial companies (Lisha et al., 2023). 

Meanwhile, Truong (2016) explains that Fintech often refers to companies that provide financial business services 
through platforms or technological means (internet) that make financial products and services more innovative and 
efficient. Moreover, Fintech is also described as a new form of financial services that are trying to change the forms and 
methods of traditional financial transactions into new, modern, and more effective ways of financial transactions using 
high-tech devices. Such as mobile devices payment systems, money transfers, credit loans (peer-to-peer 
lending/borrowing), fundraising (fundraising or crowdfunding), and even asset/wealth management and Blockchain. 
 
2.2. Relationship between Financial Literacy, Risk Tolerance, and Fintech Adoption 

It has been explained above that financial risk tolerance is an important part of the financial decision-making process 
and achieving financial goals. Therefore, many empirical studies have been conducted from various disciplines, especially 
those related to financial planning and consulting, to identify factors that influence financial risk tolerance and their 
implications for financial behavior, such as investment choices and adoption of Fintech. 

Some studies examine the impact of demographic characteristics variables (e.g., age, gender, marital status, education 
level, income, and wealth level), personal qualifications, behavioral and behavioral factors (e.g., anxiety/worries, level of life 
satisfaction), and background culture on financial risk tolerance (e.g.,Duasa & Yusof, 2013; Fisher & Yao, 2017; Irwin, 
1993; D. Mishra et al., 2014; Rahmawati et al., 2015; Weber, 2014). In terms of gender, for example, men tend to take 
greater risks than women, and single men take greater risks than those who are married (Barber & Odean, 2001; Grable & 
Roszkowski, 2007; Yao et al., 2004). In contrast, several other studies have been unable to find sufficient evidence that 
there are gender differences in risk tolerance and risk perception( e.g., Friedberg & Webb, 2006; Hanna et al., 1998). 

Other studies, meanwhile, analyze the impact of education level and financial literacy level on financial risk tolerance. 



 Journal of Management World 2024, 4: 172-181 

175 

For example, Grable (2000) and Hallahan et al. (2004) show evidence that financial literacy and having a high level of 
education are both positively correlated with the level of financial risk tolerance. Furthermore, Grable & Joo (2000) found 
that financial knowledge is convincingly and statistically significant as one of the determinants of risk tolerance. They even 
claim that financial knowledge is one of the most important factors influencing financial risk tolerance and risk tolerance. 
Incorporating this factor into the risk tolerance regression model makes several factors of demographic characteristics 
insignificant. Meanwhile, the study conducted by Beal & Delpachitra (2003) on students in Australia found that 
respondents who had a low risk-averse (more risk-tolerant) usually had high financial knowledge and skills. It is 
agreed in the literature that the higher the level of financial literacy, a person will tend to be more risk-tolerant or 
have a positive relationship between the two (e.g., Frijns et al., 2008; Gibson et al., 2013; Grable & Joo, 1999; Grable & Joo, 
2000; Grable & Roszkowski, 2008) 

Meanwhile, risk tolerance is one factor that influences various financial decisions, including those related to 
investment and Fintech adoption. Hsiao & Tsai (2018) argue that the opportunity or possibility of participating in 
risky financial behavior is significantly influenced by the costs and benefits of obtaining information. Related to this, 
as Vissing-Jorgensen (2003) and Guiso & Jappelli (2005) stated, knowledge/awareness and understanding of financial 
products will influence a person's decision to use or not use the product. In this context, financial literacy becomes 
important. Individuals with high levels of financial literacy may have lower fixed costs associated with the process of 
obtaining and processing financial information compared to those with low financial literacy. 

Related to this, Van Rooij et al. (2011), for example, shows that financial literacy has a positive correlation with 
stock/capital market investment. Likewise, financial literacy also affects the allocation of assets or investment portfolios of 
individual or institutional investors. For example, Dreu & Bikker (2012) examined pension fund managers in the 
Netherlands in the 1999-2006 period. They found those fund managers who lack knowledge/simple investment 
strategies tend to have greater opportunities to choose more profitable investments with no risk in allocating 
assets/investments. The rationale behind this positive relationship is that less intelligent investment managers are 
generally risk avoiders and therefore tend to have low-risk investments. It implies an indirect impact of financial 
literacy on asset/investment allocation decisions through risk tolerance.  

Similar to participation in investment and activities in the capital market, the adoption of Fintech products/services 
also carries various risks. For example, Morgan et al. (2020) explain that in addition to the general risks associated 
with using financial services, there are other additional risks when someone uses digital financial services. These risks 
are more diverse and more difficult to identify than the risks associated with traditional financial products or services. 
These additional risks include phishing, pharming, spyware, and SIM card swaps and risks stemming from digital 
footprints. It may also mean that a high level of financial literacy and risk tolerance can also facilitate the use of 
Fintech products/services. 

In this regard, as stated in the introduction section above, several relevant previous studies support this assumption. 
Studies conducted in Lao PDR, Japan and Vietnam indicate high levels of financial literacy have a positive and significant 
impact on awareness and adoption of Fintech products/services (eg., Morgan & Trinh, 2019; Morgan & Trinh, 2020; 
Yoshino et al., 2020). Meanwhile, Hong et al. (2020) used consumption data from individual accounts provided by Ant 
Group. They found that Fintech adoption increases risk-taking for all, and individuals who are more risk-tolerant 
gain greater returns of the progress and development Fintech. Furthermore, by overcoming traditional barriers, 
Fintech increases risk-taking for those who need it most. 
 
3. RESEARCH METHODS 
3.1. Research Framework and Hypothesis 

Based on the literature study above, this research designs a general model of the relationship between demographic 

characteristic, financial literacy, risk tolerance, and Fintech adoption, as shown in Figure 1 below. 
 

 
Figure 1: General Model of Demographic Characteristic and Financial Literacy  
Relationship with Risk Tolerance and Fintech Adoption. 

 
This figure assume that individual characteristics and financial literacy levels affect the level of risk tolerance, which 

will impact the adoption of Fintech. Each of them also directly influence the fintech adoption. Here are some hypotheses 
of the relationship between the variables above that will be tested in this study: 

H1: Students' demographic characteristics affect their risk tolerance. H2: Financial literacy level is positively related to risk 
tolerance 
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H3: Financial literacy is positively related to fintech adoption mediated by risk tolerance. H4: Individual characteristics directly 
influence the fintech adoption 

H5: Financial literacy directly and positively influence the fintech adoption 
 
3.2. Research Framework and Hypothesis 

This study conducted online survey using google form to more than 495 students in four state universities 
located in Padang City, West Sumatera (Universitas Andalas, Politeknik Negeri Padang, Universitas Islam Negeri Imam 
Bonjol, dan Universitas Negeri Padang). Taking into account the ongoing conditions of the Covid-19 Pandemic, the 
selection of survey samples was carried out using the Convenience sampling method. The survey was conducted from 
August to October 2021. 

The survey questionnaire was designed as the main instrument in this research. This instrument asks respondents for 
data on various things, including characteristics of demographic knowledge (eg gender, program study, length of study, 
number of monthly consumption, etc.), financial literacy level consisting of financial knowledge or financial knowledge ( for 
example, regarding the calculation of interest rates, the concept of compound interest, inflation, financial valuation, etc.), 
attitudes towards finance or financial attitudes (eg attitudes towards long-term financial planning), and financial 
behavior or financial behavior (for example, and recording individual budgets). 

/house), and financial behavior or household financial behavior, saving habits, consideration when shopping, credit, 
etc.). Meanwhile, questions regarding risk tolerance will contain actual investment choices or only hypothetical questions 
that seek to measure whether respondents tend to be risk averse or risk averse people. Lastly, the respondent knowledge 
and experience of using Fintech services will also be asked. 

The survey results are processed and analyzed using PLS Smart 3.0 with two-step methods, namely the 
measurement model and structural model, to test the study's hypothesis in order to test the research hypothesis. To 
provide a deeper insight and context for the study moreover, this study conducts a descriptive statistical analysis of 
the survey results. 
 
4. RESULTS AND DISCUSSION 
4.1. Respondent Profiles and Some Stylized Facts 

Table 1 reveals respondent profiles of this study. According to their gender status, majority of of respondents in the 
survey are female students, accounting about 66 percent of total 495 respondents. The survey results also reveals 
disproportional distribution of the origin of respondent’s university. The majority of respondents (39 percent) are 
coming from PNP university, while the minority of respondents study at UIN IB (18 percent). The number of 
respondents who study at Unand and UNP are relatively equal, which accounted about 20 percent and 22 percent 
respectively. Based on their consumption level, meanwhile, nearly 80 percent of respondent spend less than 1 million 
rupiah per month. Only 3.6 percent of respondent spend more than 2 million rupiah per month. 

 
Table 1: Profile of Respondents. 

 Number Percentage 

1. Gender 327 66.06% 
F  168 33.94% 
M 495 100% 
2. University   
Unand 99 20.00% 
UNP 109 22.02% 
PNP 196 39.60% 
UIN IB 91 18.38% 
 495 100% 
3. Consumption Level   
Rp. 0 - Rp. 500, 0000 149 30.10% 
Rp. 500.001-Rp.1.000.000 238 48.08% 
Rp. 1000.001-Rp. 2.000.000 90 18.18% 
> Rp. 2.000.000 18 3.64% 
 495 100% 

 
In general, as shown in figure 2, the level of financial literacy among the students in the four state universities in 

Padang City is quite sufficiently literate and there is no significant differences between the level of overall financial literacy 
among student with economics and business background and those coming from other majors. The level of overall financial 
literacy is about 68.5. This quite high level of overall financial literacy is driven by financial behavior and financial attitude 
aspects, which scored about 79.8 and 74.5, respectively. Interestingly, however, the level of their financial knowledge is 
relatively low, compared to other aspect of financial literacy. It overall score is about 51.4. Moreover, there is big 
difference between the score of financial knowledge between student with economics and business background and those 
coming from other majors: 58 vs 44. 
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Figure 2: Financial literacy scores according to its aspects and  
student education background. 

 
Like the level of financial literacy, the majority of students’ risk tolerance level is also quite moderate, regardless their 

educational background. Out of 495 respondents, 56.4 percent tend to be characterized as moderate to avoid risks, 
compared to 29.5 percent who are moderate to take risks. Despite of its insignificant differences, the students with 
non-economic and business background tend to have higher risks tolerance than those with economic and business 
background. The percentage of student with economic and business background who moderate to avoid risks is about 58 
percent, compared to 54 percent for those with non-economic and business major. 

 

 
Figure 3: Level of financial risk tolerance according student 

education background 

 
As for fintech adoption, meanwhile, the digital payment is the most frequently used by the student, indicating that 

they tend to use more for the types of fintech that is more familiar and less risky. 

 

 
Figure 4: Student’s Experience in using various types of Fintech. 

 
4.2. SEM PLS: Validity, Reliability, and Hypothesis Testing 

In addition to simple descriptive analysis above, this study processed the survey data using the SEM PLS method to 
conduct some hypothesis testing.. Fornell & Bookstein (1982) explains that PLS is a recommended method for predictive 
research models emphasizing theory development. As further explained by Hair et.al (2010), this analysis is started by 
assing the measurement model or the outer model. The measurement model specifies the rules of relationship between 
measured and latent variable. This model enables the researcher to use any number of variables for a single independent or 
dependent construct. 

Ramayah et al. (2011), moreover, explain that there are two key criteria used in PLS analysis to assess the 
measurement model or the outer model, i.e., reliability and validity. The reliability test aims to find stability and 
consistency of the mearing instruments, while the validity test intends to find out how accurate an instrument measures a 
particular concept that is designed to measure (Sekaran & Bougie, 2013) The individual item reliability, construct internal 
consistency and construct validity are considered in assessing the outer model in PLS. the reliability, convergent and 
discriminant validity of instruments used in this study are evaluated using the approaches developed for a PLS context. 
The test results for measurement model can be seen as follow: 
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Table 2: Validity and Reliability test. 

Cronbach's Alpha rho_A Composite 
Reliability 

Average Variance E\tracted 
(AVE) 

Consumption 1,00 1,00 1,00 1,00 
Financial Literacy 0,84 0,85 0,89 0,61 
Fintech Adoption 1,00 1,00 1,00 1,00 
Gender 1,00 1,00 1,00 1,00 
Knowledge Background 1,00 1,00 1,00 1,00 
Risk Tolerance 1,00 1,00 1,00 1,00 

 
Table 3: Outer loading. 

Consumption Financial 
Literacy 

Fintech 
Adoption 

Gender Knowledge 
Background 

Risk 
Tolerance 

Risk Tolerance      1,00 
Consumption 1,00      
Fintech Adoption   1,00    
Financial Literacy  0,78     
Gender    1,00   
Knowledge Background     1,00  

 
Table 4: Discriminant Validity – Fornel Lacker Criterion. 

Consumption Financial 
Literacy 

Fintech 
Adoption 

Gender Knowledge 
Background 

Risk 
Tolerance 

Consumption 1,00      
Financial Literacy -0,11 0,78     
Fintech Adoption -0,05 0,34 1,00    
Gender -0,02 0,10 0,11 1,00   

Knowledge Background 0,12 -0,19 -0,21 -0,12 1,00  
Risk Tolerance 0,00 -0,12 -0,04 -0,20 0,11 1,00 

 
The validity of data is analyzed with two measures, namely convergent validity, and discriminant validity. The Rule of 

thumb for convergent validity measure is measured by looking at Cronbach’s alpha (>0.6), the composite reliability (>0.6), 
and the AVE (average variance extracted) value (>0.5). In contrast, discriminant validity can be analyzed from the 
matrix results in the Fornell-Lacker table (cross loading value should be more than 0.7) ( Fornell & Larcker, 1981; 
Janadari et al., 2018; Jogiyanto & Abdillah, 2015). The output of testing the validity and reliability, as shown in Tables 2, 
3, and 4, shows that all results meet the criteria of validity and reliability. Hence, the data processing may proceed to the 
next stage, structural model or hypotheses testing. 

This study tests five hypothesis that aims to measure the direct or indirect influence of demographic factor and 
financial literacy on the fintech adoptions using risk tolerance variable as a moderating factor. In this hypothesis testing, 
following Jogiyanto & Abdillah (2015)., we use some rules to assess the measurement results. First, if the coefficients 
or the variable relationship (as indicated by the original sample value) is confirm the hypothesis. Second, if the t-statistic 
value is greater than 1.64 (two-tiled) or 1.96 (one-tiled) and has a probability value (p-value) of less than 0.05 or 5 percent. 
 

 
Figure 5: Structural model results. 
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Table 5. Estimation results 

Original 
Sample 

(O) 

Sample 
Mean (M) 

Standard 
Deviation 
(STDEV) 

T Statistics 
(|O/STDEV|) 

P 
Values 

Consumption -> Fintech Adoption 0,00 0,00 0,04 0,03 0,98 
Consumption -> Risk Tolerance -0,02 -0,02 0,05 0,41 0,68 
Financial Literacy -> Fintech Adoption 0,31 0,31 0,05 5,71 0,00 
Financial Literacy -> Risk Tolerance -0,09 -0,09 0,05 1,87 0,06 
Gender -> Fintech Adoption 0,06 0,06 0,04 1,49 0,14 
Gender -> Risk Tolerance -0,18 -0,18 0,05 3,83 0,00 
Knowledge Background -> Fintech Adoption -0,15 -0,15 0,04 3,53 0,00 
Knowledge Background -> Risk Tolerance 0,08 0,07 0,05 1,56 0,12 
Risk Tolerance -> Fintech Adoption 0,02 0,02 0,05 0,45 0,65 

 
Table 6: Hypothesis Testing. 

 Hypothesis Result 
H1 Students' demographic characteristics affect their risk tolerance: 

H1.a Students' Consumption affect their risk tolerance. H1.b 
Students' Gender affect their risk tolerance 
H1.c Students' Major/ Knowledge Background affect their risk tolerance 

 

 Rejected 
Accepted Rejected 

H2 Financial literacy level is positively related to risk tolerance Rejected 
H3 Financial literacy is positively related to fintech adoption mediated by 

risk tolerance 
Rejected 

H4 Individual characteristics have a direct effect on fintech adoption. 
H4.a Students' Consumption affect their Fintech adoption. H4.b 
Students' Gender affect their Fintech adoption 
H4.c Students' Major/ Knowledge Background affect their Fintech adoption 

 

 Rejected 
Rejected Accepted 

H5 Financial literacy is directly positively related to fintech adoption Accepted 

 
Figure 5, along with Table 5 and 6, present the estimation results of PLS model and the study hypothesis 

testing. Based on those results, only 3 hypothesis meet the requirements to be accepted. First, among the proposed 
demographic factors, only gender that significantly affects respondents’ risks tolerance. This finding supports the 
findings found by Fisher & Yao (2017) that show the differences in risk tolerance between men and women. Second, 
although there is no significant influence of respondents’ educational background on the level of risks tolerance, it directly 
and significantly affect the fintech adoption. Third, the level of financial literacy is directly and significantly influence the 
fintech adoption. This finding is in-line with Yoshino et al. (2020) study results that stated that there is a positive and 
significant relationship between financial literacy and fintech adoptions. Individual with higher financial literacy tend to 
have higher tendency to adopt fintech services. 

In contrast, the estimation results has also rejected some hypotheses of this study, i.e., H2 and H3. These 
results imply that respondents’ financial literacy is not directly and significantly related to risk tolerance, and it also is 
not positively related to fintech adoption mediated by risk tolerance. 
 
5. CONCLUSION 

Liberalization of financial market and the development of information communication technology (ICT) have 
stimulated the growth of various kind of Fintech services, increasing the complexity of financial environment that make the 
financial decision-making process becoming harder and challenging. This study aims to examine the relationships 
among financial literacy, risk tolerances and fintech adoption among higher education students. In Particular, this 
study wants to know the level of students’ financial literacy and whether there are significant differences in the level of 
financial literacy between students with economic and business background and those who coming from other majors. In 
addition, this research will analyze the relationship between the students’ level of financial literacy and risk tolerance, and 
how this relationship then influence their behavior toward Fintech adoption. 

To attain those objectives, this study conducted online survey using google form to more than 495 students in four 
state university located in Padang City, West Sumatera (Universitas Andalas, Politeknik Negeri Padang, Universitas 
Islam Negeri Imam Bonjol, dan Universitas Negeri Padang). The survey results are processed and analyzed using PLS 
Smart3.0 with two-step methods, namely the measurement model and structural model to test the study’s hypothesis. 
This study also presents and discusses some interesting finding from statistical descriptive analysis of the survey data in 
order to provide deeper insight and context for the study. 

This research observes the following interesting initial findings. First, in general, the level of financial literacy 
among the students in the four state universities in Padang City is quite sufficiently literate and there is no significant 
differences between the level of overall financial literacy among student with economics and business background and those 
coming from other majors. Second, the majority of students tend to avoid risks or risk adverse and this might related to 
their low level of financial literacy, especially financial knowledge. As a results, third, they tend to use more the types of 
fintech that is more familiar and less risky, i.e. digital payment. Third, among the proposed demographic factors, only 
gender that significantly affects respondents’ risks tolerance. Fourth, the level of financial literacy is directly and 
significantly influence the fintech adoption. Fifth, the level of financial literacy is directly and significantly influence 
the fintech adoption. 

As the study related to students' financial literacy, risk tolerance, and fintech adoption is still limited, there will be a 
great chance for potential future studies. Further studies could extend the sampling size and develop the topic not only 
to cover student's financial literacy but also digital financial literacy. 
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