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Abstract
PURPOSE: Enhancing the number of entrepreneurs is a major study to combat
economic and social problems. Psychological factors considered as effective stimulants
for entrepreneurial behavior have attracted many researchers in the last decade. The
purpose of this research attempts to examine how the influence of economic literacy
can promote the intention of starting a new business among students and explore
the role of entrepreneurial alertness in mediating this relationship. METHODOLOGY:
The research adopted a quantitative approach in which hypotheses were statistically
estimated using partial least square structural equation modeling (PLS-SEM) based on
survey data using a self-administered questionnaire (n=450) from several universities
in Indonesia. FINDINGS: The analysis indicates that economic literacy has a significant
effect on students’ entrepreneurial alertness and intention to start a new business.
Indeed, entrepreneurial alertness can mediate the relationship between economic
literacy and the intention of starting a new business. However, among entrepreneurial
alertness dimensions, scanning and search failed in determining the students’
intention of starting a new business. IMPLICATIONS: The result of this research can
provide insight into the literature on the entrepreneurship theme and policymakers
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concerned with delivering new business creation. Besides, educational institutions
can consider the matter of economic literacy to be part of their curricula in order to
foster the students’ intention of starting a business. In addition, economic literacy also
needs to be associated with examples relevant to entrepreneurial activities, especially
in production, distribution, and online marketing. ORIGINALITY AND VALUE: The
interesting findings of this paper serve as a reminder that entrepreneurial alertness is
one of the predictor variables and mediators for raising the students’ intention. This
implies that entrepreneurial alertness can be enhanced by economic literacy, as well
as how they need to be used to improve course curriculum and the teaching pedagogy.
Furthermore, educational institutions could provide business internship programs and
entrepreneurship incubators to raise the students’ intention of starting business.
Keywords: economic literacy, entrepreneurial alertness, intention, starting business

INTRODUCTION

Entrepreneurship remarkably contributes to economic development in many
countries (Pradhan et al., 2020). The essential of entrepreneurial involvement
can be proxied by creating new small and medium business scale (SMEs)
that can be a win-win solution for the poverty problem, social issue, and
developing economies (Lee et al., 2022; Sohu et al., 2022). Providing more
SMEs by enhancing entrepreneurs can have benefits for creating new job
opportunities, which in turn drives economic welfare (Osei & Zhuang, 2020;
Liu et al.,, 2021). Entrepreneurship is considered synonymous with self-
employment and is therefore seen as an appropriate strategy for addressing
issues such as employability, especially among young people. Therefore,
enhancing the intention of starting a business among students is considered
as promising potential business creation.

In the last decade, the studies on entrepreneurial intention and new
business creation have been enormous. There is an extending interest
in exploring the psychological factors for predicting an increase of
entrepreneurial intentions (Neneh, 2019; Ward et al., 2019; Doanh, 2021).
In those studies, the theory of planned behavior (TPB) has been involved
as a strong reference to explain how psychological factors are predictors
of entrepreneurial intentions and behavior. In addition to investigating
psychological factors, some consensus is in agreement that entrepreneurship
education is a major consideration in driving students’ intention for business
(Hassan et al., 2021; Mukhtar et al., 2021). However, predicting intention
for entrepreneurship from the perspective of economics is often overlooked
among scholars (Suratno et al., 2021). Understanding the basic concept
of economics can help individuals or students make a decision, including
determining their choice of a job after graduation.

Current Trends in Entrepreneurship: Entrepreneurial Orientation, Intention, and Alertness
Anna Ujwary-Gil (Ed.)



Agus Wibowo, Bagus Shandy Narmaditya, Ratieh Widhiastuti, Ari Saptono/ 177

Economic literacy enables students to acknowledge and involve basic
economic terms and the way of thinking to raise and gain prosperity (Reichert-
Schlax etal., 2022). Economic literacy is pivotal to raising knowledge about the
costs or benefits of an item in economic and business activity (Jappelli, 2010).
A recent study by James and Sahid (2022) remarked that the role of
economic literacy could be a basis for students to make a decision, including
entrepreneurial career intention. In addition to economic literacy, this
research also engages entrepreneurial alertness, which is often missing from
Indonesian research, to explain the intention of initiating a new business. The
interconnectedness of these two matters is that entrepreneurial alertness
covers the individuals’ ability to know and raise opportunities and economic
literacy also deals with trade-offs and opportunities, which in turn can foster
the intention of starting a new business (Neneh, 2019; Li et al., 2020).

The primary goal of this research is to fill an under-addressed gap in
the existing literature by identifying whether or not economic literacy can
predict students’ intention for entrepreneurship in Indonesia. The study
in Indonesia is unique because, culturally, Indonesia has a mindset that
being a civil servant is more promising than being an entrepreneur, and
this produces an insufficient number of new business creations (Wahyono
et al., 2021). Moreover, the mediating role of entrepreneurial alertness is
also performed in this present research. This study offers insight into both
literatures on the entrepreneurship theme and government policymakers
that are concerned with providing new business creation from university
graduates. This study provides hypotheses to comprehend the linkage
between variables and presents evidence from the context of Indonesia for
the relationship between economic literacy, entrepreneurial alertness, and
intention to start a new business.

This paper is outlined as follows. Section one focuses on the issues and
background of the research. Section two concerns the literature review,
accompanied by methods used in Section three. Section four presents the finding
and discussion of the study, while a conclusion is provided in Section five.

LITERATURE REVIEW

Entrepreneurial alertness and economic literacy

Entrepreneurial alertness is a topic of concern for scholars in the field of
entrepreneurship (Tang et al., 2021; Lanivich et al., 2022). Entrepreneurial
alertness is defined as the process and action linked with looking for
opportunities based on prior knowledge. A preliminary literature also noted
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that entrepreneurial alertness includes creative and innovative action in
discovering opportunities (Lu & Wang, 2018). This remarks that previous
economic understanding or economic literacy obtained from the classes
will potentially affect entrepreneurial alertness. Economic literacy is a set of
knowledge, basic economic principles, and their practice in regulating the
economy, which is obtained through the learning process in the classroom
(Setiawan et al., 2020). Economic literacy, obtained through theory and
practice in the teaching and learning process, is expected to raise students’
entrepreneurial alertness and escalate the intentions of initiating a new
business (Cameron & Lim, 2019).

Some scholars documented that entrepreneurial alertness is proxied by
three alert activities: alert scanning and search, association and connection,
evaluation and judgment (Pirhadi et al., 2021; Pratomo & Wardani, 2021).
Alertscanning and search enable individuals to search and explore new unique
ideas based on relevant information and knowledge they have obtained
(Sassetti et al., 2022). This information and knowledge can be accomplished
both from schools during economics classes and open sources of information.
This scanning and search dimension will help develop the cognitive process of
students that can further impact the intention (Levasseur et al., 2020). A prior
study mentioned that the dimension of scanning and search is the accruing
experience and learning for a particular domain (Sassetti et al., 2022). Since
the content of entrepreneurship and economics are dynamic, it will benefit
from alert scanning and search (Pirhadi et al., 2021).

In addition to alert scanning and search, another dimension of
entrepreneurial alertness that affects the intention of starting a new business
is association and connection. Association and connection are concerned
with obtaining information and providing a link to the existing condition
(Fatoki & Oni, 2015). Association enables students to make a decision within
several choices and provides unconventional connections (Liang, 2019). This
statement is in agreement with the purpose of economic literacy, which aims
to help an individual to make a rational economic decision by considering cost
and benefit analysis (Lusardi, 2019). Some scholars revealed that association
and connection also recall prior knowledge from the cognitive process (Fatoki
& Oni, 2015; Sassetti et al., 2022). It indicates that economic literacy plays
a great role in raising alert association and connection.

Lastly, the dimension of entrepreneurial alertness that has nexus between
economic literacy and the intention of starting a business is evaluation and
judgment. The business intention is a willingness that incorporates individuals
to create a business (Rasli et al., 2013), and it requires an evaluation and
judgment process. Setiawan et al. (2020) stated that economic literacy helps
students with the evaluation and judgment stages of providing business
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ideas. Therefore, it is argued that economic literacy has a link with alert
evaluation and judgment, which in turn affects their intention. This relation is
confirmed by some scholars who remarked that there is a positive effect on
entrepreneurial intentions (Rastiti et al., 2021; Rizqi et al., 2022). The primary
rationale is that economic literacy covers people’s skills and capabilities that
can be adopted in economic activities and decision-making processes. In
addition, having economic literacy will encourage students to seek out the
solution to complex economic problems and can apply the theory obtained
to solve problems (Nurjanah et al., 2018; Suratno et al., 2021). Thus, the
hypotheses are provided as follows.

H1: Economic literacy positively impacts the intention of starting new
business.

H2: Economic literacy positively impacts scanning and search.

H3: Economic literacy positively impacts association and connection.

H4: Economic literacy positively impacts evaluation and judgment.

Economic literacy, entrepreneurial alertness, and intention of starting
new business

The study of economic literacy has developed significantly to date and it has
raised attention among academicians and policy researchers. The National
Council for Economic Education (NCEE) provided 20 standards that mention
what students should understand at high school or college level. To measure
economicliteracy, thereisatestthatcan betested related to economicliteracy.
In addition, Walstad et al. (2013) suggested that there was a revision of the
fourth edition of the economic literacy test (Test of Economic Literacy, TEL).
The economic literacy test is a nationally standardized and normed economic
estimate of student understanding in high schools in the United States. In
addition to asking about a basic understanding of economics, it turns out that
the scope of economic literacy is very broad (Lusardi, 2019).

The practice of preparing a business plan with classmates is forecasted
to foster students’ intention to start a new business. Through the economic
theories obtained, students are prepared to face risks and from the possibility
of failure in running a business. Therefore, economic literacy will enable
students to deal with the business opportunities that exist in the surrounding
environment, dare to plan, and increasingly intend to open a business.
Another study found that economic literacy contributes to the level of
intention of digital businesses start-ups (Suparno et al., 2020). In addition to
raising the intention of starting a new business, economic literacy can also
be linked with entrepreneurial alertness. As mentioned previously, economic
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literacy concerns the basic concept of economics, which can be a basis for
students’ knowledge and information on entrepreneurship (Lusardi, 2019).

Entrepreneurial alertness enables individuals to take advantage of
information that is available to create entrepreneurial opportunities through
association and connection capabilities followed by the evaluation process
(Fatoki & Oni, 2015). The study conducted by Uy et al. (2015) and Obschonka
et al. (2017) noted the mediating role of entrepreneurial alertness, whose
dimensions are scanning and search, association and connection and
evaluation and judgment. This is very logical, considering that entrepreneurial
alertness is an important skill that entrepreneurs must have to be successful
in establishing a new business. The ability to search and sort, classify and
link various opportunities, and evaluate and decide which opportunities to
choose, are skills that not only support but also increase the intention of
entrepreneurs to set up new businesses (Sassetti et al., 2022).

The economic and entrepreneurship literature notes that entrepreneurial
alertness is the entrepreneurial capability to spot opportunities that are
not visible to others, and these opportunities are obtained without having
to conduct a search (Kirzner, 1979). Furthermore, a study has noted that
entrepreneurial alertness can be increased by having a supportive and friendly
environment (Fatoki & Kim, 2015). At the initial stage, an entrepreneur
needs to find all information required (scanning and search) to minimize
business risks. If entrepreneurial alertness is high, they will also have high
entrepreneurial intentions (Sassetti et al., 2022). Furthermore, identification
of opportunities is further evaluated and considered (evaluation and
judgment), through a process of conscious cognitive ability with individual
awareness of the surrounding environment and previous economic literacy
(Fatoki & Kim, 2015). Therefore, the hypotheses are presented as follows.

H5: Scanning and search positively impact the intention of starting a new
business.

H6: Association and connection positively impact the intention of starting
a new business.

H7: Evaluation and judgment positively impact the intention of starting
a new business

H8: Association and connection mediate the impact of economic literacy
and the intention of starting a new business.

H9: Evaluation and judgment mediate the impact of economic literacy and
the intention of starting a new business.

H10: Scanning and search mediate the impact of economic literacy and
the intention of starting a new business.
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METHODOLOGY

Study design

This present research involved a cross-sectional survey with a quantitative
approach with partial least square structural equation modeling (PLS-SEM) in
justifying the conceptual framework and proposed hypothesis. In particular,
this study confirms how economic literacy affects the intention of starting
a new business among Indonesian university students and examines the
role of entrepreneurial alertness as a mediating variable. This study was
conducted in selected universities in Indonesia, including Jakarta, Semarang,
and Malang. The locations were selected because these cities are the
destinations for students taking up a university education. Also, Malang and
Semarang are famous for their rapidly growing tourism business sector, as
well as local government support in an effort to increase the number of new
entrepreneurs, while Jakarta is the capital city in Indonesia. In addition, the
research model in this paper is provided in Figure 1. From the figure, it can
be explained that the research model is formed from preliminary papers and
relevant underpinning theories.

H1(+)

H2 (+) Scanning and Search HS ()
(8S)
H10 (+) v
H3 (+) H6 (+) . .
Economic Literacy > Association and —_— Intention of starting a
(EL) Connection (AC) new business (ISB)
H4 (4 H8 () H7 ()
Evaluation and
judgment (EJ)

H9 (+)

Figure 1. The research model
Source: Modified from Lin et al. (2017); Walstad and Robson (1997); Suratno et al. (2021); Tang et al. (2012).

Data collection

For this research, a convenience sample of 450 university students in
Jakarta, Semarang and Malang of Indonesia was employed to represent
the intention of starting a new business. This sampling method was chosen
because the sampling frame is unavailability and due to its relative speed

Journal of Entrepreneurship, Management and Innovation
Volume 19, Issue 1, 2023: 175-196



182 / The linkage between economic literacy and students’ intention of starting business:
The mediating role of entrepreneurial alertness

and ease. However, care was taken to avoid bias in acquaintance with the
sampling approach. The data collection process was initiated by distributing
online questionnaires in Google Forms to respondents using students’ email
addresses and WhatsApp, with the students being asked to complete the
guestionnaires voluntarily. At the initial stage, we distributed 450 online
guestionnairestotherespondents,and we collected backthese questionnaires
for further analysis. During this process, we removed approximately 39
incomplete questionnaires and outliers, which were determined using SPSS.
At this stage, we had a 91.33 percent response rate, which is a good response.
The study was performed during January and May 2022, and it was followed
up two weeks later. The criteria of respondents in this research were students
who have attended entrepreneurship education and economic education,
and were actively involved in entrepreneurial activities organized by their
campuses, to acknowledge their previous experience and understanding of
economics and entrepreneurship.

Variable measurement and data analysis

Figure 1 explains that the model is guided by the conceptual research. It was
generated through relevant literature and some prior studies. The intention
of starting a new business (ISB) that is involved in this study was adapted
from Lin et al. (2017), while economic literacy (EL) was performed using
indicators from Walstad and Robson (1997). Furthermore, entrepreneurial
alertness employed in this research was modified instruments from Tang et
al. (2012). In detail, it covers the dimensions of scanning and search (SS) in as
many as nine items, association and connection (AC) with three items, and
evaluation and judgment (EJ) with four items. The study incorporated a Likert
scale of 1 (strongly disagree) to 5 (strongly agree) to show the respondent’s
responses. Furthermore, we performed a measurement model (outer model),
structural model (inner model), goodness of fit, and hypothesis testing. The
measurement model covers convergent validity, discriminant validity, and
composite reliability. The inner model is a structural model for predicting
the causality relationship between latent variables and consists of measuring
R-square, F-Square, and Q-square (Hair et al., 2020).

Common method variance estimation

To evaluate the presence of bias, this study followed criteria from Kock and
Gaskins (2014); Hair et al. (2013) to achieve the common method variance
when the full collinearity test is lower than 5.00.
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RESULTS

Table linformsthedemographicrespondentsthat participatedinthisresearch,
which was dominated by female students (60.83 percent). Capturing from
parents’ occupations, most respondents are from entrepreneurs’ families
(47.25%) followed by farmers (30.41%) and teacher/lecturer families. The
participants of this research were students that enrolled in 2018 and 2019 and
came from three universities, namely Universitas Negeri Malang, Universitas
Negeri Semarang, and Universitas Negeri Jakarta. The table also informs the
subject background of studies with the composition of economics education
(57.17 percent), accounting (11.69 percent), and management (31.14).

Table 1. The respondents’ profile

S/No. Information Frequency %
1. Gender
Female 250 60.83
Male 161 39.17
2. Year class
2018 221 53.77
2019 190 46.23
3. Parents’ occupation
Entrepreneur 195 47.45
Teacher/Lecturer 50 12.16
Farmers 125 30.41
Civil Servants 41 9.98
4, Subject
Management 128 31.14
Economic Education 235 57.17
Accounting 48 11.69

Measurement model

The estimation results suggest that the CR scores received for each construct
range from 0.712 to 0.901 (> 0.70), while Cronbach’s alpha ranges from
0.780 to 0.921 (>0.70). Both CR and Cronbach’s alpha fulfilled the construct
reliability and convergent validity, indicating that the three latent constructs
in this research have high levels of internal consistency (Hair et al., 2013).
Table 6 shows that the AVE value of each variable is between 0.658 to 0.752
(> 0.50) so that it fulfills convergent validity.
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Discriminant validity

The discriminant validity in this research was performed using Fornell-Larcker
criterion (Fornell & Larcker, 1981). The statistical calculation showed that the
cross-loading value or diagonal bold value should be higher than the cut-
off value of 0.70. As informed in Table 2, the diagonal bold value of each
construct is higher than 0.70, indicating the criteria were accomplished. In
addition, Henseler and Schuberth (2014) suggested measuring discriminant
validity using the heterotrait-monotrait ratio (HTMT) with the cut-off value
of 0.90. The analysis shows that the variables EL, SS, AC, EJ, and ISB have
ratios below 0.90, and it indicates that the outputs support the existence of
discriminant validity for every construct estimated (see Table 3).

Table 2. Discriminant validity (Fornell-Larcker)

AC EJ EL I1SB SS
AC 0.811
EJ 0.794 0.815
EL 0.654 0.668 0.867
ISB 0.746 0.725 0.751 0.867
SS 0.772 0.631 0.629 0.636 0.841

Table 3. Discriminant validity (HTMT)

AC EJ EL ISB SS
AC
EJ 0.703
EL 0.803 0.761
ISB 0.890 0.811 0.819
SS 0.841 0.721 0.701 0.691

Variance inflation factor

The collinearity is performed considering a variance inflation factor (VIF)
coefficient that should be less than 5.00 (Hair et al., 2013). To evaluate the
presence of bias, this study followed criteria from Hair et al. (2013) to achieve
the common method variance when the full collinearity test is lower than
5.00. Table 4 provides the output for El, EL, FEE and PG variables, which
have coefficients of VIF that are under 5.00, meaning there is no collinearity.
Therefore, all of the estimated constructs are satisfied and can be performed
for further analysis.

Current Trends in Entrepreneurship: Entrepreneurial Orientation, Intention, and Alertness
Anna Ujwary-Gil (Ed.)



Agus Wibowo, Bagus Shandy Narmaditya, Ratieh Widhiastuti, Ari Saptono/ 185

Table 4. Variance inflation factor (VIF)

AC EJ EL ISB SS
AC 4.066
EJ 3.025
EL 1.000 1.000 2.091 1.000
ISB
SS 2.659

Goodness of fit model

Table 5 informs the output of the goodness of fit analysis. From the table,
it can be seen that the scores of a (0.740-0934), CR (0.852-0.948), and AVE
(0.658-0.752) have satisfied the criteria for goodness developed by Hair
et al. (2013, 2020). Therefore, it can be remarked that the structural and
measurement models in this research can be stated as goodness.

Table 5. Goodness of fit estimation

Information a CR AVE Decision
Association and connection (AC) 0.740 0.852 0.658 goodness
Evaluation and judgment (EJ) 0.831 0.887 0.664 goodness
Economic literacy (EL) 0.890 0.924 0.752 goodness
Intention of starting a new business (ISB) 0.934 0.948 0.751 goodness
Scanning and search (SS) 0.896 0.923 0.707 goodness
Hypothesis testing

The hypothesis estimation is performed using a statistical t-test where the
criteria of t-count should be 1.645, and the p-value should be lower than
0.050. Table 6 provides information about the statistical results of the eight
hypotheses proposed. The results showed that seven hypotheses were
accepted, with a t-value ranging from 2.996 to 18.373 and a p-value ranging
from 0.000 to 0.031. However, one hypothesis did not satisfy the criteria

Table 6. The summary of hypothesis testing via bootstrapping

P-value Confidence Interval (BC)

Hypothesis Connectivity B SE T-value w uL Supported
H, EL- ISB 0.407 0.052 7.763 0.000 0.314 0.486 Yes
H, EL-SS 0.629 0.034 18373 0.000 0.568 0.681 Yes
H EL= AC 0.654 0.038 17.102 0.000 0.587 0.714 Yes

3
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P-value Confidence Interval (BC)

Hypothesis Connectivity B SE T-value m m Supported
H, EL-EJ 0.668 0.038  17.805 0.000 0.602 0.728 Yes
H, SS - ISB 0.014 0.056  0.255 0.399 0.012 -0.088  No
H, AC -ISB 0.315 0.069 4.559 0.000 0.201 0.434 Yes
H EJ - ISB 0.195 0.064 3.051 0.001 0.093 0.300 Yes

Notes: t-value >1.645 (one-tailed test), p < 0.05, BC=bias corrected, UL= upper level, LL=lower level, SE-

standard error, B= path coefficient.

Mediating estimation

The calculation in Table 7 shows that the two indirect effects, f = 0.206,
= 0.130, and B = 0.203 were significant with t-values of 4.322 and 2.996.
The indirect effects 95% Boot Cl Bias Corrected: [LL = 0.136, UL = 0.291],
[LL = 0.066, UL = 0.206], and [LL =0.045, UL = 0.071], did not straddle a 0 in
between, showing that there is a mediation effect (Preacher & Hayes, 2008).

Table 7. Mediating effect

P-value Confidence Interval
Hypothesis Connectivity B SE T-value w uL Supported
H, EL-AC- ISB 0.206  0.048 4.322 0.000 0.136 0.291  Yes
H, EL->EJ> ISB 0.130 0.043 2.996 0.001 0.066 0.206  Yes
H, EL-SS- ISB 0.203 0.040 2.531 0.000 0.045 0.071  Yes

Figure 2 is the final model of SEM from this paper. Based on this figure,
it can be seen that EL has a direct effect on SS, AC, and EC, with t-values of

8.908, 16.761, and 17.627, respectively.
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s 46634
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= EI
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27967 Ve
@55&0& — 17.627
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Figure 2. Final model of SEM
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Furthermore, EL also has a direct effect on ISB with a t-value of 7.450.
Based on Figure 2, it is also known that EJ and AC have a direct effect on ISB,
with t-values of 3.293 and 4.752. Unfortunately, SS has no direct effect on
ISB because of the t-value < 1.645 (0.247) and p-value > 0.05. Figure 2 also
explains that of the ten hypotheses proposed in this paper, nine hypotheses
are accepted and one is rejected.

DISCUSSION

This research attempts to examine how economic literacy connects directly to
the intention of starting a new business and also connects indirectly through
entrepreneurial alertness as a mediating variable. Of the ten proposed
hypotheses, our study accepted nine and rejected one hypothesis. The first
finding revealed that economic literacy has an effect on the intention to
initiate a new business among students. The basic rationale is that economic
literacy covers a basic understanding of economics, i.e., trade-off, opportunity
cost, entrepreneurship. This finding is an agreement with Suratno et al.
(2021), which found that economic literacy could foster the intention of
entrepreneurship. It remarks that having sufficient economic literacy will
be beneficial for students to make a greater economic and entrepreneurial
decision, which in turn affects their intention. This finding also supports
some prior studies that confirmed this relationship (e.g., Setiawan et al.,
2020; Rastiti et al., 2021; Rizqi et al., 2022). Indeed, with economic literacy,
individuals can deal with complex economic problems and can apply the
theory obtained to solve issues in initiating a new business (Nurjanah et al.,
2018; Suratno et al., 2021).

In addition to influencing their intention to starting a new business,
economic literacy also enables students to have the ability to scan and
search (SS), and evaluate and judge (EJ). The logical thinking to support
these outcomes is that economic literacy as a life skill that can be used in
economic and entrepreneurial activities. Economic literacy that has been
obtained by students in the schools and other resources has been processed
in a cognitive dimension (Lusardi, 2019). As previously mentioned, alert
scanning and search involves the cognitive ability to determine the action of
looking for new opportunities that are unique and unconventional (Cameron
& Lim, 2019). Similarly, economic literacy can also impact on alert association
and connection as the second process after scanning and search (Sassetti
et al., 2022). These findings support antecedent studies by Lin et al. (2017);
Setiawan et al. (2020) who mentioned that economic literacy is a cognitive
source for an entrepreneur in increasing entrepreneurial sensitivity, which
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includes scanning and search, association and connection, as well as
evaluation and judgment on existing business opportunities.

Furthermore, this study also confirmed the connectivity between the
entrepreneurial alertness dimension (alert scanning and search, association
and connection, evaluation and judgment) and the students’ intention to
create a new business. This result is rational and strengthens the findings of
many previous scholars (Doanh et al., 2021; Neneh, 2019; Urban, 2019), who
showed that association and connection as well as evaluation and judgment
are part of entrepreneurial alertness that had a positive effect on the intention
to establish a new business and pursue existing opportunities from their new
business. Association and connection, as well as evaluation and judgment,
not only enable entrepreneurs to identify new business opportunities that
are missing or not thought of by others, but also provide consideration in
making decisions appropriately and effectively (Fatoki & Oni, 2015). Someone
who has a high sensitivity to the existence of business opportunities will
increasingly intend to establish a new business that is different from the
existing businesses in the community (Sassetti et al., 2022).

In addition, individuals who are aware of entrepreneurial opportunities
are more likely to be involved in an entrepreneurial career path because it
provides broad opportunities for these individuals to move according to the
identified opportunities (Hu & Ye, 2017; Neneh, 2019). Although this study
found that alert association and connection, alert evaluation and judgment
had a positive effect on the intention to set up a new business, alert scanning
and search failed in explaining students’ intention of starting new business.
This finding contradicts a number of previous studies (Doanh et al., 2021;
Neneh, 2019; Urban, 2019). However, the output of this study will highlight
the advantages as important inputs for universities and stakeholders to be
more active in improving economic literacy for students. The aim is to not
only increase association and connection, and evaluation and judgment,
but also scanning and search as important predictors in increasing students’
intention to establish new businesses.

Lastly, the findings noted that alert association and connection, alert
evaluation and judgment, as well as scanning and search could mediate
the effect of economic literacy on the students’ intention to set up a new
business. The basic explanation to support this finding is that entrepreneurial
alertness deals with the decision process to enhance opportunities through
process of association and evaluation. The mediating role of entrepreneurial
alertness notes that through scanning and searching, associating and
connecting, assessing and judging, individuals with higher levels of alertness
are actively identifying and taking advantage of new opportunities to
become entrepreneurs. This result strengthens the studies of several
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previous scholars (Doanh et al., 2021; Neneh, 2019; Urban, 2019), where
association and connection, and evaluation and judgment can be mediating
variables of the influence of economic literacy on the intention to establish
a new business. Entrepreneurial alertness increases the level of personal
search and scanning, gathering relevant information, making decisions
about identifying opportunities, and shaping entrepreneurial intentions and
actions. This outcome can be a new insight that to increase the intention to
initiate a new business, the association and connection and evaluation and
judgment should obtain more attention. Individuals need to take advantage
of the available information through search, association and connection,
evaluation and assessment as well as prior knowledge of economics in
economic literacy (Montiel Campos, 2017). Thus, association and connection
as well as evaluation and judgment, as an important part of being aware of
business opportunities, can mediate the effect of economic literacy on the
intention to establish a new business.

CONCLUSION

This research aims to examine the relationship between economic literacy,
entrepreneurial alertness, and students’ intention to start a new business, as
well as to understand the mediating role of entrepreneurial alertness. This
research confirmed eight hypotheses proposed and rejected one hypothesis.
In detail, economic literacy can have an impact on students’ entrepreneurial
alertness and intention to start a new business. Indeed, entrepreneurial
alertness can mediate the relationship between economic literacy and
the intention of starting a new business. However, among entrepreneurial
alertness dimensions, scanning and search failed in determining the students’
intention of starting a new business. The findings can be a new insight to
increase the intention to establish a new business, economic literacy, and
entrepreneurial alertness, which includes scanning and search, association
and connection, and evaluation and judgment dimensions.

This study provides some implications. First, it presents essential inputs
for universities and stakeholders to be more active in improving economic
literacy for students. In addition to improving entrepreneurship education
through practice and project-based learning, economic literacy must
be improved through learning economics. This paper also has practical
implications for increasing students’ intention to establish new businesses,
and economic literacy must be renewed. Furthermore, economic literacy
also needs be associated with examples relevant to entrepreneurial activities,
especially in the aspects of production, distribution, and online marketing.
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The logical consequence of this finding is that economic education and
entrepreneurship education in universities must reinforce each other.
Likewise, the activity of presenting economic and entrepreneurship experts
on campus through seminars and workshops can increase the dimensions of
mindset and intention to establish new businesses.

Like other papers, this study has limitations. This research only examines
some of the important predictors of the intention to establish a new
business, namely economic literacy and entrepreneurial attitude, which
includes scanning and search, association and connection, and evaluation
and judgment. Further research needs to test the full model involving the
theory of planned behavior (TPB) by Ajzen (1991). Future researchers also
need to involve respondents from various universities in Indonesia and other
countries to reach more holistic and generalizable results.

Acknowledgments

We would like to acknowledge the Faculty of Economics, Universitas Negeri
Jakarta, Indonesia, for their support with this research.

References

Ajzen, . (1991). The theory of planned behavior. Organizational Behavior
and Human Decision Processes, 50(2), 179-211. https://doi.
org/10.1016/0749-5978(91)90020-T

Cameron, M. P, & Lim, S. (2019). Economic literacy in New Zealand: Sources
of student prior knowledge. Journal of Asia-Pacific Studies, 35, 342-350.
https://doi.org/10.57278/wiapstokyu.35.0_342

Doanh, D. C. (2021). The role of contextual factors on predicting
entrepreneurial intention among Vietnamese students. Entrepreneurial
Business and Economics Review, 9(1), 169-188. https://doi.org/10.15678/
EBER.2021.090111

Fatoki, O., & Oni, O. A. (2015). The impact of entrepreneurial alertness on the
performance of immigrant-owned enterprises in South Africa. Journal of
Economics, 6(3), 219-225. https://doi.org/10.1080/09765239.2015.119
17611

Fornell, C., & Llarcker, D. F. (1981). Structural equation models with
unobservable variables and measurement error: Algebra and
statistics. Journal of Marketing Research, 18(3). https://doi.
orgl10.1177/002224378101800313

Hair, J. F., Howard, M. C., & Nitzl, C. (2020). Assessing measurement model
quality in PLS-SEM using confirmatory composite analysis. Journal
of Business Research, 109, 101-110. https://doi.org/10.1016/].
jbusres.2019.11.069.

Current Trends in Entrepreneurship: Entrepreneurial Orientation, Intention, and Alertness
Anna Ujwary-Gil (Ed.)



Agus Wibowo, Bagus Shandy Narmaditya, Ratieh Widhiastuti, Ari Saptono/ 191

Hair, J. F., Ringle, C. M., & Sarstedt, M. (2013). Partial least squares
structural equation modeling: Rigorous applications, better results and
higher acceptance. Long Range Planning, 46(1-2), 1-12. https://doi.
org/10.1108/EBR-10-2013-0128

Hassan, A., Anwar, |, Saleem, I, Islam, K. B., & Hussain, S. A. (2021).
Individual entrepreneurial orientation, entrepreneurship education
and entrepreneurial intention: The mediating role of entrepreneurial
motivations. Industry and Higher Education, 35(4), 403-418. https://doi.
org/10.1177/09504222211007051

Henseler, J., & Schuberth, F. (2020). Using confirmatory composite analysis
to assess emergent variables in business research. Journal of Business
Research, 120, 147-156. https://doi.org/10.1016/j.jbusres.2020.07.026.

Hu, R., & Ye, Y. (2017). Do entrepreneurial alertness and self-efficacy predict
Chinese sports major students’ entrepreneurial intention? Social
Behavior and Personality: An International Journal, 45(7), 1187-1196.
https://doi.org/10.2224/sbp.6356

James, E., & Sahid, S. (2022). Entrepreneurial literacy and social
entrepreneurship intentions among youth. International Journal of
Academic Research in Business and Social Research, 12(5), 1367 — 1382.
http://dx.doi.org/10.6007/IJARBSS/v12-i5/12893

Jappelli, T. (2010). Economic literacy: An international comparison. The
Economic Journal, 120(548), F429-F451. https://doi.org/10.1111/j.1468-
0297.2010.02397.x

Kock, N., & Gaskins, L. (2014). The mediating role of voice and accountability in
the relationship between Internet diffusion and government corruption
in Latin America and Sub-Saharan Africa. Information Technology for
Development, 20(1), 23-43. https://doi.org/10.1080/02681102.2013.83
2129

Kirzner, I.M. (1979). Perception, opportunity, and profit. Chicago, IL: University
of Chicago Press.

Lanivich, S. E., Smith, A., Levasseur, L., Pidduck, R. J., Busenitz, L., & Tang,
J. (2022). Advancing entrepreneurial alertness: Review, synthesis, and
future research directions. Journal of Business Research, 139, 1165-
1176. https://doi.org/10.1016/].jbusres.2021.10.023

Lee, S., Kang, M. J., & Kim, B. K. (2022). Factors influencing entrepreneurial
intention: Focusing on individuals’ knowledge exploration and
exploitation activities. Journal of Open Innovation: Technology, Market,
and Complexity, 8(3), 165. https://doi.org/10.3390/joitmc8030165

Levasseur, L., Tang, J., Karami, M., Busenitz, L., & Kacmar, K. M. (2020).
Increasing alertness to new opportunities: The influence of positive affect
and implications for innovation. Asia Pacific Journal of Management,
1-23. https://doi.org/10.1007/s10490-020-09724-y

Liang, C. (2019). How entrepreneur personality affects agrirural
entrepreneurial alertness. Journal of Entrepreneurship, Management
and Innovation, 15(1), 147-170. https://doi.org/10.7341/20191516

Journal of Entrepreneurship, Management and Innovation
Volume 19, Issue 1, 2023: 175-196



192 / The linkage between economic literacy and students’ intention of starting business:
The mediating role of entrepreneurial alertness

Li, C., Murad, M., Shahzad, F., Khan, M. A. S., Ashraf, S. F., & Dogbe, C. S.
K. (2020). Entrepreneurial passion to entrepreneurial behavior: Role of
entrepreneurial alertness, entrepreneurial self-efficacy and proactive
personality. Frontiers in Psychology, 11, 1611. https://doi.org/10.3389/
fpsyg.2020.01611

Li, L, & Wu, D. (2019). Entrepreneurial education and students’
entrepreneurial intention: Does team cooperation matter?. Journal of
Global Entrepreneurship Research, 9(1), 1-13.

Lin, L. L., Pena, A. V., & Chen, C. N. (2017). Factors related to the intention of
starting a new business in El Salvador. Asia Pacific Management Review,
22(4), 212-222. https://doi.org/10.1016/j.apmrv.2017.07.008

Liu, B., Wang, J., Chan, K. C., & Fung, A. (2021). The impact of entrepreneurs’s
financial literacy on innovation within small and medium-sized
enterprises. International Small Business Journal, 39(3), 228-246. https://
doi.org/10.1177/0266242620959073

Lu, H., & Wang, J. (2018). Entrepreneurial intention of two patterns of
planned behaviour and alertness: Empirical evidence in China. The
Journal of Asian Finance, Economics and Business, 5(2), 63-72. https://
doi.org/10.13106/jafeb.2018.vol5.n02.63

Lusardi, A., & Mitchell, O. S. (2014). The economic importance of financial
literacy: Theory and evidence. Journal of Economic Literature, 52(1),
5-44. Retrieved from https://www.jstor.org/stable/24433857

Lusardi, A. (2019). Financial literacy and the need for financial education:
Evidence and implications. Swiss Journal of Economics and Statistics,
155(1), 1-8. https://doi.org/10.1186/s41937-019-0027-5

Montiel Campos, H. (2017). Impact of entrepreneurial passion on
entrepreneurial orientation with the mediating role of entrepreneurial
alertness for technology-based firms in n Mexico. Journal of Small
Business and Enterprise Development, 24(2), 353-374. https://doi.
org/10.1108/JSBED-10-2016-0166

Mukhtar, S., Wardana, L. W., Wibowo, A., & Narmaditya, B. S. (2021).
Does entrepreneurship education and culture promote students’
entrepreneurial intention? The mediating role of entrepreneurial
mindset. Cogent Education, 8(1), 1918849. https://doi.org/
10.1080/2331186X.2021.1918849

Neneh, B. N. (2019). From entrepreneurial alertness to entrepreneurial
behavior: The role of trait competitiveness and proactive personality.
Personality and Individual Differences, 138, 273-279. https://doi.org/
https://doi.org/10.1016/j.paid.2018.10.020

Nurjanah, S., llma, R. Z., & Suparno, S. (2018). Effect of economic literacy
and conformity on student consumptive behaviour. Dinamika
Pendidikan, 13(2), 198-207. https://doi.org/ 10.15294/dp.v13i2.18330

Obschonka, M., Hakkarainen, K., Lonka, K., & Salmela-Aro, K. (2017).
Entrepreneurship as a twenty-first century skill: Entrepreneurial

Current Trends in Entrepreneurship: Entrepreneurial Orientation, Intention, and Alertness
Anna Ujwary-Gil (Ed.)



Agus Wibowo, Bagus Shandy Narmaditya, Ratieh Widhiastuti, Ari Saptono/ 193

alertness and intention in the transition to adulthood. Small Business
Economics, 48(3), 487-501. https://doi.org/10.1007/s11187-016-9798-6

Osei, C. D., & Zhuang, J. (2020). Rural poverty alleviation strategies and
social capital link: The mediation role of women entrepreneurship and
social innovation. Sage Open, 10(2), 2158244020925504. https://doi.
org/10.1177/2158244020925504

Peng, S., Yang, A, Cao, L, Yu, S., & Xie, D. (2017). Social influence modeling
using information theory in mobile social networks. Information
Sciences, 379, 146-159. https://doi.org/10.1016/j.ins.2016.08.023

Pirhadi, H., Soleimanof,S., & Feyzbakhsh, A.(2021). Unpacking entrepreneurial
alertness: How character matters for entrepreneurial thinking. Journal of
Small Business Management, 1-32. https://doi.org/10.1080/00472778.2
021.1907584

Pradhan, R. P, Arvin, M. B., Nair, M., & Bennett, S. E. (2020). The dynamics
among entrepreneurship, innovation, and economic growth in the
Eurozone countries. Journal of Policy Modeling, 42(5), 1106-1122.
https://doi.org/10.1016/j.jpolmod.2020.01.004

Pratomo, L. C., & Wardani, D. K. (2021). The effectiveness of design thinking
in improving student creativity skills and entrepreneurial alertness.
International Journal of Instruction, 14(4), 695-712. https://doi.
org/10.29333/iji.2021.14440a

Rasli, A., Khan, S., Malekifar, S., & Jabeen, S. (2013). Factors affecting
entrepreneurial intention among graduate students of Universiti
Teknologi Malaysia. International Journal of Business and Social
Science, 4(2), 182-188. Retrieved from https://www.researchgate.net/
publication/272296024 Factors_Affecting_Entrepreneurial_Intention_
Among_Graduate_Students_of Universiti_Teknologi_Malaysia

Rastiti, M. S., Widjaja, S. U. M., & Handayati, P. (2021). The role of self-efficacy
in mediating the effect of entrepreneurship education, economic literacy
and family environment on entrepreneurial intentions for vocational
school students in Jember regency. Economics and Laws, 24(2), 26-42.
Retrieved from https://seajbel.com/wp-content/uploads/2021/03/
SEAJBEL24_511.pdf

Reichert-Schlax, J., Zlatkin-Troitschanskaia, O., Happ, R., Yamaoka, M., Asano,
T., & Abe, S. (2022). Economic literacy among beginning higher education
economics students in Japan and Germany and its socio-demographic
influencing factors. Research in Comparative and International Education,
17454999211057621. https://doi.org/10.1177/17454999211057621

Rizqi, U. A., Pratikto, H., & Kusdiyanti, H. (2022). Entrepreneurship education
and economic literacy mediated by entrepreneurial self-efficacy affect
entrepreneurial intention. International Journal of Humanities Education
and Social Sciences, 2(1). https://doi.org/10.55227/ijhess.v2i1.208

Sassetti, S., Cavaliere, V., & Lombardi, S. (2022). The rhythm of effective
entrepreneurs’ decision-making process. The pathways of alertness
scanning and search and cognitive style. Amediation model. International

Journal of Entrepreneurship, Management and Innovation
Volume 19, Issue 1, 2023: 175-196



194 [/ The linkage between economic literacy and students’ intention of starting business:
The mediating role of entrepreneurial alertness

Entrepreneurship and Management Journal, 18(2), 555-578. https://doi.
org/10.1007/s11365-021-00759-1

Setiawan, A., Soetjipto, B. E., & Rudijanto, E. T. D. (2020). The impact of
understanding economic literacy and lifestyle on entrepreneurial
intention of students in higher education. Management and Economics
Journal, 4(3), 215-222. http://dx.doi.org 10.18860/mec-j.v4i3.9565

Suparno, S., Suwatno, S., Saptono, A., Wibowo, A., & Narmaditya, B. S.
(2020). Factors influencing students’ intention to establish a digital
business (Start-up). International Journal of Innovation, Creativity and
Change, 12(8), 73-91. Retrieved from https://www.ijicc.net/images/
vol12/iss8/12807_Suparno_2020_E_R.pdf

Suratno, S., Narmaditya, B. S., & Wibowo, A. (2021). Family economic
education, peer groups and students’ entrepreneurial intention: the
mediating role of economic literacy. Heliyon, 7(4), e06692. https://doi.
org/https://doi.org/10.1016/j.heliyon.2021.e06692

Tang, J., Kacmar, K. M., & Busenitz, L. W. (2012). Entrepreneurial alertness in
the pursuit of new opportunities. Journal of Business Venturing, 27(1),
77-94. https://doi.org/10.1016/j.jbusvent.2010.07.001

Tang, J., Zhang, S. X., & Lin, S. (2021). To reopen or not to reopen? How
entrepreneurial alertness influences small business reopening after the
COVID-19 lockdown. Journal of Business Venturing Insights, 16, e00275.
https://doi.org/10.1016/].jbvi.2021.e00275

Urban, B. (2019). Entrepreneurial alertness and self-efficacy: A focus on social
values and innovation performance. SA Journal of Human Resource
Management, 17(1), 1-9 https://doi.org/10.4102/sajhrm.v17i0.1132

Uy, M. A, Chan, K. Y., Sam, Y. L., Ho, M. H. R., & Chernyshenko, O. S. (2015).
Proactivity, adaptability and boundaryless career attitudes: The mediating
role of entrepreneurial alertness. Journal of Vocational Behavior, 86,
115-123. https://doi.org/10.1016/j.jvb.2014.11.005

Wahyono, H., Narmaditya, B.S., Wibowo, A., & Kustiandi, J. (2021). Irrationality
and economic morality of SMEs’ behavior during the Covid-19 pandemic:
lesson from Indonesia. Heliyon, 7(7), e07400. https://doi.org/10.1016/j.
heliyon.2021.e07400

Walstad, W. B., & Robson, D. (1997). Differential item functioning and male-
female differences on multiple-choice tests in economics. The Journal of
Economic Education, 28(2), 155-171. https://doi.org/10.2307/1182910

Walstad, W. B., Rebeck, K., & Butters, R. B. (2013). The test of economic
literacy: Development and results. Journal of Economic Education, 44(3),
298-309. https://doi.org/10.1080/00220485.2013.795462.

Ward, A., Hernandez-Sanchez, B. R., & Sanchez-Garcia, J. C. (2019).
Entrepreneurial potential and gender effects: the role of personality
traits in university students’ entrepreneurial intentions. Frontiers in
Psychology, 10, 2700. https://doi.org/10.3389/fpsyg.2019.02700

Wardana, L. W., Narmaditya, B. S., Wibowo, A., Mahendra, A. M., Wibowo, N.
A., Harwida, G., & Rohman, A. N. (2020). The impact of entrepreneurship

Current Trends in Entrepreneurship: Entrepreneurial Orientation, Intention, and Alertness
Anna Ujwary-Gil (Ed.)



Agus Wibowo, Bagus Shandy Narmaditya, Ratieh Widhiastuti, Ari Saptono/ 195

education and students’ entrepreneurial mindset: the mediating
role of attitude and self-efficacy. Heliyon, 6(9), e04922. https://doi.
org/10.1016/j.heliyon.2020.e04922

Abstrakt

CEL: Zwiekszenie liczby przedsiebiorcow jest waznym badaniem majgcym na celu
zwalczanie problemow gospodarczych i spotecznych. Czynniki psychologiczne uwaza-
ne za skuteczne stymulatory zachowan przedsiebiorczych przyciggnety wielu badaczy
w ostatniej dekadzie. Celem tych badan jest proba zbadania, w jaki sposob wptyw
wiedzy ekonomicznej moze promowac zamiar zatozenia nowej firmy wsrod studentow
oraz zbadanie roli czujnosci przedsiebiorczej w posredniczeniu w tej relacji. METODY-
KA: W badaniu przyjeto podejscie ilosciowe, w ktorym hipotezy zostaly oszacowane
statystycznie przy uzyciu modelowania rownan strukturalnych (PLS-SEM) w oparciu
o dane ankietowe z wykorzystaniem samodzielnie wypetnionego kwestionariusza
(n=450) z kilku uniwersytetow w Indonezji. WYNIKI: Analiza wskazuje, Zze znajomosc¢
ekonomii ma znaczqgcy wptyw na czujnosc¢ uczniow w zakresie przedsiebiorczosci
i zamiar rozpoczecia nowej dziatalnosci gospodarczej. Rzeczywiscie, przedsiebiorcza
czujnos¢ moze posredniczyc¢ w zwigzku miedzy znajomosciq ekonomii a zamiarem za-
tozenia nowej firmy. Jednak wsrod wymiarow czujnosci przedsiebiorczej skanowanie
i wyszukiwanie nie powiodfo sie w okresleniu intencji studentéw do zatozenia nowej
firmy. IMPLIKACJE: Wynik tych badan moze zapewni¢ wglqgd w literature na temat
przedsiebiorczosci i decydentow zainteresowanych tworzeniem nowych przedsie-
biorstw. Poza tym instytucje edukacyjne mogq rozwazyc¢ kwestie umiejetnosci eko-
nomicznych jako czesc¢ swoich programdw nauczania, aby wspiera¢ zamiary studen-
tow dotyczqce zaktadania dziatalnosci gospodarczej. Ponadto znajomosc¢ ekonomii
musi by¢ powigzana z przyktadami odnoszqcymi sie do dziatalnosci przedsiebiorczej,
zwtaszcza w zakresie produkcji, dystrybucji i marketingu internetowego. ORYGINAL-
NOSC 1 WARTOSC: Interesujgce wyniki tego artykutu przypominajg, ze czujnos¢ przed-
siebiorcza jest jedng ze zmiennych predykcyjnych i mediatorow zwiekszania intencji
uczniow. Oznacza to, Ze czujnosc¢ przedsiebiorczq mozna zwiekszyc¢ dzieki znajomosci
zagadnien ekonomicznych, a takze w jaki sposob nalezy je wykorzystac do ulepszenia
programu nauczania i pedagogiki nauczania. Ponadto instytucje edukacyjne mogtyby
zapewnic programy stazy biznesowych i inkubatory przedsiebiorczosci, aby wzbudzic¢
w studentach chec rozpoczecia dziatalnosci gospodarczej.

Stowa kluczowe: wiedza ekonomiczna, czujnosc przedsiebiorcza, intencja, rozpoczecie
dziatalnosci gospodarczej
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