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Abstract

This study aims to examine how financial literacy affects financial inclusion through social
capital mediation. This study uses 150 respondents who have experience, in the investment
field in the Indonesian capital market. The independent variable in this study is financial
literacy, using four dimensions: skill, behavior, knowledge, and attitude. The mediating
variable is social capital using four dimensions (i.e., trust, bonding & bridging, and collective
action). At the same time, the dependent variable in this study is financial inclusion, which
has four dimensions (i.e., access, quality, usage, and welfare). The result of this research is
that social capital has a significant positive effect on financial literacy and financial inclusion,
but in this study, social capital has a partial mediating effect. The higher a person's financial
literacy, the higher the social capital that person has. The higher a person's financial literacy,
the higher the financial inclusion that person has. Our study result states that the higher a
person’s financial literacy, the higher the person’s social capital. Besides, the higher a
person’s financial literacy, the higher the financial inclusion.
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INTRODUCTION

In investing, investors will be faced
with risks and returns. In investing,
investors will use the funds they currently
have in the hope of getting a high return
even though there are risks that investors
must face. However, to make a decision,
everyone can choose a less rational deci-
sion because of the influence of many
things, one of which is behavioral financial
factors or what is commonly called
behavioral finance. One part of behavioral
finance is related to the financial literacy of
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the investors themselves. Financial literacy
itself is an investor's understanding of
financial products. High monetary edu-
cation wills goodly affect capital business
sectors, particularly in non-industrial
nations. Financial proficiency affected
financial consideration, particularly among
rustic families in Uganda (Bongomin et al.,
2016). An investor who is financially
literate will make sound investment
decisions. Financial literacy is individual,
where there are individuals who have high
literacy, but some have low literacy.
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However, as social beings that interact
with each other, in further development,
individuals with high literacy may
influence individuals with low literacy.
The interaction between parties with high
and low literacy will form social capital in
society.

Bourdieu and Coleman were the first to
systematically incorporate social capital in
1972 and 1988, respectively (Hé&uberer,
2011). Accordingto  the  fundamental
concept presented, social capital is a
resource inherent in social relationships.
Individuals in social interactions can use
these resources to pursue personal or
communal objectives. Putnam, Burt, and
Lin agreed on the core description, but
their perspectives differ slightly (Hauberer,
2011). Bonding, bridging, and linking are
three types of social capital that describe
how people access resources. When
community members associate with one
another and work together to build
networks among individuals who share
specific features in common, such as
ethnicity, area, family membership, neigh-
bors, and close friends, social capital is
bonding.

Meanwhile, social capital is created
when people with similar geographical
characteristics and equal ownership of
authority, rights, and obligations form a
network and collaborate (BPS, 2014). The
third type of social capital is linking. When
a community or community group has
network relationships with other parties
with greater authority or power, such as
government agencies, educational insti-
tutions, health care institutions, political
parties, police, and banking institutions,
social capital is linked (BPS, 2014).
Financial literacy between individuals with
varying knowledge of financial products is
transferred through social interactions. It is
hoped that financial inclusion will occur in
the community through this social
interaction.

Financial literacy positively affects
social capital, where varying literacy
between individuals encourages them to
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share experiences and knowledge about
financial products. High social capital will
encourage financial inclusion. Financial
literacy does not directly influence finan-
cial inclusion in society but rather through
moderating variables such as social capital
found in poor communities (Bongomin et
al., 2016). This result is also consistent
with the findings of Saputra and Dewi
(2017). They discovered that social capital
is a bridge between financial literacy and
financial inclusion but has no direct effect
on financial inclusion. On the other hand,
other studies contend that both financial
literacy and social capital have an impact
on financial inclusion. In this study, social
capital is not a moderating variable but an
independent variable (Al-Sarraf et al.,
2018; Pulungan & Ndruru, 2019). In the
meantime, another study is looking into
whether social capital acts as a moderator
between financial literacy and financial
inclusion. The effect of financial literacy
on financial inclusion is more negligible,
according to this study than the effect of
financial literacy on financial inclusion via
social capital variables (Khaki & Sangmi,
2016; Marla & Dewi, 2017).

This research contributes through the
use of social capital as a mediating
variable. The research that has been done
so far has included that the financial
literacy variable will have a positive
impact on financial inclusion. People who
have high financial literacy will be able to
access various available funding sources.
In Indonesian society, which is communal
and still has a high family culture, social
capital is an asset for this nation. Through
close collaboration and interaction between
communities, they can share knowledge
and information, including knowledge
about financial products. (Filipek et al.,
2019; Guan, 2020; Khan et al., 2022). With
this tight interaction, they learn from each
other and can use various funding sources
to run their small business. This social
capital is conducive when the COVID-19
pandemic is hitting Indonesia. This
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research is what distinguishes this study
from previous research.

Based on the explanation above, this
study will look into the impact of financial
literacy on financial inclusion through
social capital as a medium. This study
differs from the previous one in that it
employs social capital, which has four
dimensions: trust, bonding and bridging,
and collective action (Bongomin et al.,
2016). This study focuses on both new and
experienced stock investors on the
Indonesia Stock Exchange.

LITERATURE REVIEW

Behavioral finance studies how
investors make judgments and choices in
financial markets by including psycho-
logical elements to explain how investors'
preferences and behavior (Altman, 2015).
One of the goals of behavioral finance is to
show how investors' cognitive errors and
affective reactions can influence and
modify price changes in the market.
Behavioral finance theory is divided into
two groups: trust-based and preference-
based. Preference-based behavior finance
examines when to trade and what to trade.

So far, research on financial behavior
is still controversial and usually explains
what is referred to as an anomaly in
investor confidence and preferences
(Altman, 2015). When making intuitive
decisions in complex environments such as
financial markets, people typically use a
variety of psychologically heuristic mental
shortcuts. Heuristic information processing
can lead to systematic bias and deviation
from rationality. An example of cognitive
bias in financial assessment is anchoring or
representativeness, where investors tend to
rely on references from previous data
when making financial forecasts. For this
reason, in financial behavior, investors also
need financial knowledge or financial
literacy, which will influence the financial
decisions that investors will take.
Financial Literacy

According to Cohen & Nelson (2011),
financial literacy is associated with con-
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sumers responsible for informing pur-
chased products and understanding signed
contracts; this includes knowledge, skills,
and attitudes. Financial literacy is the
understanding of basic economic and
financial concepts and the ability to apply
financial knowledge and skills to manage
financial resources for financial well-being
effectively (Hung et al., 2009). Financial
literacy encompasses the knowledge,
skills, attitudes, and behaviors required to
make sound financial decisions and
achieve personal financial well-being.
Financial literacy goals can range from
raising consumer and investor awareness,
confidence, knowledge, and understanding
of financial issues to making financial
decisions (Lusardi, 2015). Based on the
theories above, it is possible to conclude
that financial literacy is a person's attitude
and knowledge. Because of the clarify-
cation of the speculations above, it tends to
be inferred that monetary proficiency is an
individual's disposition and conduct in
settling on informed decisions and settling
on monetary choices in light of infor-
mation and abilities in overseeing accounts
for monetary prosperity. Financial edu-
cation is conceptualized in light of the
components of conduct, abilities, infor-
mation, and demeanor (Atkinson & Messy,
2013; Bongomin et al., 2016; Kempson,
2009; Lusardi, 2015).

Behavior finance is a behavior related
to financial applications. Behavioral finan-
ce is a discipline in which the interaction
of various disciplines is embedded and
continuously integrated so that the
discussion is not isolated (Beatrice et al.,
2021). Three angles influencing an
individual's monetary practices are brain
science, humanism, and money. Somebody
who needs to concentrate on conducting
finance should get brain research, social
science, and money perspectives. Mentali-
ties are excellent and terrible evaluative
explanations for items, people, and
occasions (Elizabeth et al., 2020). Perspec-
tives have three principal parts: mental,
emotional (sentiments), and conduct or
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activity. An individual's monetary demea-
nor will help the person decide their
perspectives and conduct in monetary
issues, both as far as monetary adminis-
tration, individual monetary planning, or
how individual choices in regards to the
type of speculation are to be taken. An
individual's financial information will
affect his monetary conduct (Istrilista,
2016; Robb & Woodyard, 2011). Financial
information is the capacity to comprehend,
dissect and oversee funds to settle on the
proper monetary choices to keep away
from monetary issues (Halim & Astuti,
2015; Istrilista, 2016). It is crucial to foster
monetary abilities on the off chance of
having financial information. The financial
ability itself is a procedure for settling on
choices in private monetary administration.
Monetary abilities include setting up a
spending plan, picking speculations,
picking a protection plan, and utilizing
credit.

Financial Inclusion

As per the Consultative Group to
Assist the Poor/G-20 Global Partnership
for Financial Inclusion (CGAP/GPFI),
Financial inclusion is a term that alludes to
a circumstance where all grown-ups of
working age have satisfactory admittance
to monetary administrations given by
formal monetary establishments as credit,
investment  funds  (counting  current
records), installments, and protection
(Saputra & Dewi, 2017). In The Financial
Action Task Forces, monetary incur-
poration is characterized as giving admit-
tance to satisfactory, protected, advanta-
geous, and reasonable monetary organiza-
tions for monetary administrations for
distraught, weak gatherings, including low-
pay networks. These provincial and
undocumented individuals have been
underserved or avoided from the formal
monetary area (Saputra and Dewi, 2017).
Financial inclusion is a process of acces-
sing the shared, responsive, and fulfill
access to multiple controlled financial
services and extending their use to all parts
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of society by using current and unique
approaches (Saputra and Dewi, 2017).
Financial inclusion was assessed using the
dimensions proposed by previous re-
searchers who proposed reliable and valid
dimensions for financial inclusion studies
(Bongomin et al., 2016; Lee et al., 2020).
To measure financial inclusion in the
study, these dimensions of ease of access,
quality, utilization, and enjoyment were
adapted.

In Bankable Frontier Associates,
access connects with utilizing monetary
administrations and items accessible from
formal establishments (Buckley & Malady,
2015). This degree of comprehension for
access might require understanding and
examination of common hindrances to
opening and utilizing a financial balance
for any reason. For example, the expense
and actual closeness of the bank's adminis-
tration focuses (branches, ATMs). The
essential intermediary for access can be
obtained by ascertaining the number of
open records at a monetary foundation and
assessing the extent of the populace with
accounts. Information in access is typically
acquired through data given by monetary
establishments. As indicated by (Camara &
Tuesta, 2017), admittance to formal mone-
tary administrations addresses the oppor-
tunities for people to utilize them. There
are three key pointers to fabricate access
aspects with supply-side information at the
nation level: programmed teller machines
(ATMs), business bank offices, and
banking specialists.

According to Bankable Frontier
Associates (2010), Quality is used to assess
the importance of financial services or
products to the lifestyle needs of consu-
mers; quality includes consumer experien-
ces as evidenced by attitudes and opinions
toward available products. Quality will be
used to evaluate the relationship between
financial service providers and consumers,
the options available, and the level of
understanding of these choices and their
implications by the service provider. The
regulatory framework for client safety and
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consumer protection in financial services
appears adequate. This research was
confirmed by the service provider, who
pointed out that clients are generally
satisfied with the policies and regulations
that require the provider to follow legal
procedures. While providing high-quality
products, in some cases, it also leads to
higher rates due to increased overhead
costs.

Social Capital

Individual sacrifice (time, energy, and
consumption) made to increase coopera-
tion with others is social capital (Saputra &
Dewi, 2017). Social capital refers to the
feelings of solidarity, self-confidence, and
ease of doing business that result from
social relationships with family, friends,
coworkers, and others (Saputra & Dewi,
2017). The dimensions of trust, bonding,
bridging, and collective action are used to
calculate social capital (Bongomin et al.,
2016).

As an institutional product of
philosophical pragmatism, this type of
reflexivity promoted response to needs
identified by various collective action
disciplines and enabled experimental
leadership (Six et al., 2015). Rational
Action Theory (RAT) became the primary
paradigm in collective action research due
to the development of the game of theory,
and the problem of horseback riding
reveals itself as a challenging core. The
scope of collective action-reflection
includes history, culture, and normatively.
Through  contextualization, the neo-
institutional paradigm builds essential
bridges between social and economic
disciplines and actors' conceptions and
motivations. As a result, the new insti-
tutionalism recognizes that oversimplifying
the motivating determinants of collective
action leads to poor policymaking.

Social capital bonding refers to strong
bonds between people who know each
other well, such as family members, close
friends, neighbors, and members of
primary groups (Babaei et al., 2012).
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Bonding brings together people who are
similar in socioeconomic status and
demographic characteristics: the groups
defined by this relationship are highly
homogeneous. The literature recognizes
bonding social capital's dual role in
creating a shared identity and personal
reputation, local mutual development,
special trust, and providing emotional
closeness, social support, and crisis
assistance. Meanwhile, social capital
bonding is limited to outsiders, bridging
inclusive bonds, cutting ethnic, caste,
racial, cultural, and other social divisions.
Such ties engender a high degree of
solidarity within the group structure,
effectively mobilizing individuals and
resources around a common goal. Bonding
social capital (e.g., family structure) is also
a foundation for bridging and linking ties
with other groups. Social capital bonding is
helpful for "survival,” Bonding has
positive aspects but has a high potential for
negative  externalities. The potential
negative externalities commonly associated
with social capital bonding are the social
capital losses (i.e., harm to individuals
within the group, exclusion of outsiders,
and other negative externalities). The worst
(anti-social) outcome of social capital was
associated with bonding being taken to the
extreme, particularly in the absence of
relationship bridging.

The concept of trust at stake in the
social capital paradigm appears to rely
solely on neoliberal societal formation
values (Six et al., 2015); trust is nothing
more than the encapsulation of self-
interest. "l trust you because | believe it is
in your best interests to take my interests in
relevant matters seriously in the following
sense: you value the continuation of our
relationship, so you have a vested interest
in considering mine,"” he said (Hardin,
2002). This proposition is entirely consis-
tent with the social capital paradigm.
Hardin claims that norms foster trust
because citizens understand that social
costs will be borne if they do not respect
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one another; thus, it is a matter of public
control.

The Effect of Financial Literacy on
Social Capital

Social capital can have a positive
impact on educational outcomes and eco-
nomic development (Bongomin et al.,
2016). The source of knowledge and
identity that is brought to the interaction of
society individually and collectively is the
source of available social capital
(Bongomin et al., 2016). Social capital is
the subset of resources used to achieve the
desired goal in each specific interaction
that contributes to the common goal. Poor
households participating in the association
network can improve their financial
knowledge and skills, allowing them to
make sound financial decisions and
choices (Bongomin et al., 2016). People
with high financial literacy will be more
confident in carrying out social interactions
(Khan et al., 2022). The impact of financial
literacy on financial inclusion increases
when social capital is used as a mediating
variable, implying that the impact of
financial literacy on financial inclusion is
maximized when social capital is used as a
mediating variable (Saputra & Dewi,
2017). The following hypothesis was deve-
loped based on the explanation.
H1: Financial literacy is beneficial to
social capital.

The Effect of Financial Literacy on
Financial Inclusion.

Financial literacy can aid in the
improvement of the efficiency and quality
of financial services (Bongomin et al.,
2016). Financial literacy facilitates access
to and encourages the widespread use of
financial products and services relevant to
poor people's interests. Financial literacy
can help the wunbanked understand
mainstream  financial ~ services  and
encourage them to avoid subpar services.
Financial literacy empowers and educates
the public to gain a broader understanding
of and evaluate various financial products
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and services to make informed financial
decisions that maximize utility. Financial
learning can improve financial knowledge
while influencing financial decisions,
choices, attitudes, and behavior (Bongomin
et al., 2016). Another study states that the
higher the knowledge about financial
literacy, the higher the knowledge about
financial inclusion so that people with high
financial literacy can better access existing
funding sources. (Guan, 2020; Nuryani &
Israfiani, 2021). The following hypothesis
was developed based on the explanation.
H2: Financial literacy has a positive effect
on financial inclusion

The Influence of Social Capital Mediates
the Relationship between Financial Lite-
racy and Financial Inclusion

Previous research has shown that
social capital creates information channels,
facilitates transactions, and reduces access
to financial services such as credit
(Bongomin et al., 2016). Through peer
pressure  mechanisms, social capital
informs networks, and trust reduces
opportunistic behavior among the poor,
preventing problems from occurring. Poor
people's social capital informs us that trusts
and networks serve as a substitute for the
lack of physical guarantees that allow
access to financial services (Bongomin et
al., 2016). Social capital as a value shared
between its members in society allows for
cooperation. This social capital will make
people learn from each other to be able to
enjoy existing financial services (Filipek et
al., 2019; Nuryani & Israfiani, 2021).
Research by Khan et al., (2022) states that
financial literacy combined with social
capital as moderation will have an impact
on financial inclusion.

Social capital facilitates financial
education in knowledge and skills through
network interactions, which is critical for
increasing financial inclusion (Saputra &
Dewi, 2017). As a driver of financial
literacy, social capital plays an essential
role in mediating and increasing various
resources, including knowledge and skills
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acquired by the community. Financial
literacy and financial inclusion can
gradually increase if social capital is built
as a dimension of values, culture, percep-
tions, institutions, and mechanisms in
positive activities to empower people's
perspectives (Pulungan & Ndruru, 2019).
Social capital mediates the relationship
between social intermediation and access
to financial services to some extent
(Saputra & Dewi, 2017). The following
hypothesis was developed based on the
explanation.

H3: Financial literacy and financial
inclusion are mediated by social capital.

Research Framework

The research framework depicted in
Figure 1 is based on hypothesis develop-
ment.

RESEARCH METHODS

This study collected primary data by
distributing questionnaires to Indonesian
stock investors. As for the respondents are
as many as 150 respondents. The data
collection technique used in this research is
non-probability sampling with purposive
sampling. Determination of the number of
samples according to the criteria of Hair et
al. (2018) where if the model uses less than
five constructs, then the minimum number
of respondents collected is 100 people,
with sample criteria above 17 years and
have made investments both beginners and
experienced. The independent variable in
this study is financial literacy, using four
dimensions; namely, skills, behavior,
knowledge, and attitude, adapted to
measure financial literacy in research. A
person's attitude and behavior in making
informed judgments and decisions based
on knowledge and skills in managing
financial well-being are financial literacy.

The mediating variable is social
capital, measured in four dimensions: trust,
bonding and bridging, and collective
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action. The concept of trust at stake in the
social capital paradigm appears to solely
depend on neoliberal values of social
formation (Six et al., 2015). Social capital
refers to solid bonds formed by well-
acquainted people, such as family
members, close friends, neighbors, and
primary groups. Bonding brings together
people who are similar in socioeconomic
status and demographic characteristics: the
groups defined by this relationship are
highly homogeneous. Social capital
bridging refers to looser ties between
people who are not demographically equal
but have broadly similar financial status
and power. Bridging relationships usually
include friends, co-workers, and members
of secondary associations. Collective
action is part of social capital, which refers
to collective action resulting from social
interaction.

Simultaneously, the dependent varia-
ble in this study is financial inclusion,
which has four dimensions, namely access,
quality, usage, and welfare, and which has
been adapted to measure financial inclu-
sion in the study. Individuals can use
financial services if they have access to
formal financial services (Camara &
Tuesta, 2017). Quality is used to assess the
relevance of financial services or products
to consumers' lifestyle needs; quality
includes  consumer  experiences,  as
demonstrated by attitudes and opinions
toward available products. Consumers
consider using various products to assess
the level of usage of formal financial
services by individuals (Camara & Tuesta,
2017). Meanwhile, welfare shows that the
use of financial facilities can provide
benefits for increasing the welfare of
consumers.

This study's data processing employs
the SEM (structural equation modeling)
analysis method, aided by AMOS
software.
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Ha: (+)

Financial Literacy

Hi: (+)

Financial Inclusion (IK)

Ha: (+)

Social Capital (MS)

Figure 1. Research Framework

RESULT AND DISCUSSION
Result

This study uses data from the
distribution of questionnaires to up to 150
respondents. Table 1 displays the descript-
tive statistics of the respondents. Accor-
ding to Table 1, the majority of respon-
dents are of productive age (22-40 years),
live in urban areas, have undergraduate
education, work not related to finance,
have fewer than three years of investment
experience, have an income of less than $5
million, and have received formal edu-
cation in finance.

Based on the respondent's data
according to age, it can be seen that most
of the respondents’ ages obtained are
respondents with ages between 22 to 40
years, and it can be said that respondents
under 22 years of age are relatively few
compared to other age respondents. Based
on the respondent’'s data by gender, it can
be seen that there are more male
respondents (52%) than female respon-
dents (48%). Based on respondents' data
by place of residence, it can be seen that
more respondents live in provincial capital
cities (cities) than respondents who live in
non-capital cities (villages). Based on the
respondent's data according to the latest
education level, it can be seen that most
respondents are respondents with the latest
education Diploma-Bachelor S1. Based on
the respondent’s data according to the latest
education level, it can be seen that the
majority of respondents are respondents
who work in non-financial institutions
compared to respondents who work related
to financial institutions. Based on respon-
dents' data according to the length of time
respondents invest in the stock market, it
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can be seen that the majority of
respondents are respondents who invest
less than three years compared to
respondents who have invested more than
three years. Based on the respondent's data
according to the average monthly income,
it can be seen that most respondents are
those who have an average monthly
income of less than Rp. 5,000,000. Based
on respondents' data according to formal
education in finance, it can be seen that
respondents who have received formal
education in finance are more than respon-
dents who have never received formal
education in finance.

The SPSS version 24.0 software was
used to conduct the reliability test. All
indicators are reliability variables because
their Cronbach Alpha value is greater than
0.6. Each variable's validity is tested
because it meets a significance level of
5%. A good fit index was calculated for all
150 respondents’ data. The model fit test
was performed on two models: the mea-
surement model and the structural model.
The measurement model is constructed by
linking the dependent variable, namely
financial inclusion, with several dimen-
sions.

Table 2 displays the results of the
model fit test for the measurement model;
five indicators, namely chi-square,
RMSEA, CMIN/DF, TLI, and CFI, have
good fit information or meet the criteria.
Furthermore, GFI and AGFI meet the
marginal fit criteria, while the measure-
ment model fit meets the good fit criteria.

The structural model was tested
further. The dependent variable, financial
inclusion, will be linked to the independent
variable, financial literacy, and how it is
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related through the mediating variable,
social capital, to see the effect of these
three variables in the structural model.

Table 3 displays the results of the
structural model's model fit test; five
indicators have good fit information or
meet the criteria, namely chi-square,
RMSEA, CMIN/DF, TLI, and CFIL
Furthermore, GFI and AGFI meet the
marginal fit criteria, while the measure-
ment model fit meets the good fit criteria.
According to Hair et al. (2014: 583), the
fulfillment of good fit index criteria
consists of at least three to four indicators
that meet the criteria. The tests for the two
models, namely the measurement model
and the structural model, show that 11
indicators meet the criteria of a good fit,
and two indicators meet the criteria of
marginal fit. This result indicates that the
research is sound and that the hypothesis
can be tested further.

Hypothesis testing was conducted to
see the effect of financial literacy on
financial inclusion. This test was carried

out with the help of AMOS 26.0 software
which tested three hypotheses in this study.
The standard of assessment in this
hypothesis test is seen from the probability
value (p); the level of significance in this
study is p 0.05 for significance at the 5%
level.

Table 4 shows that the hypotheses H1,
H2, H3 can be accepted because they have
the same direction of influence as the study
results and have a significant value above
5%. It is necessary to test mediation that
will be assisted by using AMOS software.
Based on Table 4, the significance of the
direct and indirect relationship of financial
literacy variables on financial inclusion
shows that mediation is partially sup-
ported. These results indicate that financial
literacy will positively impact people's
ability to access financial services from
financial institutions. Meanwhile, the study
results also show that financial literacy
through social capital mediation also has a
positive effect on people's ability to access
financial services.

Table 1. Respondent Descriptive Statistics

No Category Criteria Total %
1 Respondent Age <22 22 15%
22-40 104 69%
> 40 24 16%
2 Sex Male 78 52%
Female 72 48%
3 Residence Urban Area 114 76%
Rural Area 36 24%
4 Pendidikan Senior high school/lower 19 13%
Diploma-undergraduate 117 78%

Graduate 14 9%
5 Job Related to financial institution 54 36%
non-financial institution 96 64%
6 Investment Experience < 3 year 89 59%
> 3 year 61 41%
7 Income < IDR 5,000,000 72 48%
5,000,000 - 10,000,000 54 36%
> IDR 10,000,000 24 16%
8 Get form education in finance Yes 106 71%
No 44 29%

p-ISSN: 0854-1442 (Print) e-ISSN: 2503-4464 (Online)

203



Media Ekonomi dan Manajemen, Volume 37 Issue 2, July 2022, 195-209

Table 2. Measurement Model Test

Fit Indicator Criteria Result  Description
Chi-square Small 389.586 Good Fit
Expected
RMSEA <0.08 0.000 Good Fit
GFI >0.90 0.858 Marginal Fit
AGFI >0.90 0.838 Marginal Fit
CMIN/DF <2 0.845 Good Fit
TLI >0.95 1.068 Good Fit
CFI >0.95 1.000 Good Fit
Financial Literacy 0.828 Good Fit
CR  CR>060 S_oual f:apltal 0.846 Good F!t
Financial 0.843 Good Fit
Measurement Inclusion '
Model Fit Financial Literacy 0.326 Good Fit
AVE AVE> 030 S_oual _Capltal 0.361 Good F!t
Financial Good Fit
: 0.312
Inclusion
Table 3. Structural Model Test
Fit Indicator Criteria Result  Description
Chi-square Small 389.586 Good Fit
Expected
RMSEA <0.08 0.000 Good Fit
GFI >0.90 0.858 Marginal Fit
AGFI >0.90 0.838 Marginal Fit
CMIN/DF <2 0.845 Good Fit
TLI >0.95 1.068 Good Fit
CFI >0.95 1.000 Good Fit
Fl_nanC|aI 0.828 Good Fit
Literacy
CR CR>0.60 Social caital 0.846 Good Fit
Flnanglal 0.843 Good Fit
Measurement Inclusion
Model Fit Fl_nanC|aI 0.326 Good Fit
Literacy
AVE AVE >0.30 Social capital 0.361 Good Fit
Flnanglal 0.312 Good Fit
Inclusion
Table 4. Hypothesis Test Result
Estimate p Hypothesis
Financial Literacy - Social Capital 0.769*** 0.000 H1 Accepted

Financial Literacy = Financial Inclusion
Social Capital - Financial Inclusion

Financial Literacy - Social Capital - Financial

Inclusion

0.503**
0.305**

0.003 H2 Accepted
0.042 H3 Accepted

Partial mediation
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Table 5. Mediation Test Result

Standardized

Direct/Indirect Effect ) P-Value
Estimate
Direct Effect
Financial Literacy - Fin. Inclusion 0.738*** 0.000
Indirect Effect
Financial Literacy - Social Capital 0.769*** 0.000
Social Capital = Financial Inclusion 0.305** 0.042
Financial Literacy - Financial Inclusion 0.503** 0.003
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Discussion

From the results obtained from the
questionnaire, it can be seen that most of
the respondents have the latest education,
namely Diploma/undergraduate, and have
education in finance. This result proves
that if someone has high financial literacy
(knowledge and skills), they tend to have
high social capital, such as being polite in
their community (trust), also not reluctant
to share information (collective action) and
share ideas and thoughts or ability
(bridging) in the community. This finding
is consistent with previous research on the
importance of social capital in financial
literacy. (Bongomin et al., 2016; Falk &
Kilpatrick, 2000; Nahapiet & Ghoshal,
1998). According to Falk and Kilpatrick
(2000), available social capital is found in
the source of knowledge and the source of
identity brought to society's interaction,
both individually and collectively. Based
on these findings, it can be concluded that
financial literacy will assist the community
in creating more social capital. A well-
educated community will exert influence in
their surroundings, allowing them to assist
their neighbors in achieving financial
independence and avoiding investment
fraud activities. Based on these findings, it
can be concluded that financial literacy
will assist the community in creating more
social capital. A well-educated community
will exert influence in their surroundings,
allowing them to assist their neighbors in
achieving financial independence and
avoiding investment fraud activities.

According to the results obtained from
the questionnaire, most respondents agree
that respondents have the accurate ability
to determine the benefits of transactions
(skills) and can take advantage of financial
products/services; therefore, respondents
(knowledge) also agree that the
products/services provided by securities
companies can increase income, increase
access to utilities, and increase access to
facilities (welfare). Financial literacy
empowers and educates the public to gain a
broader understanding of and evaluate
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various financial products and services to
make informed financial decisions that
maximize utility (Bongomin et al., 2016;
Lusardi, 2009). Financial learning can
increase financial knowledge and influence
people's financial decisions, choices,
attitudes, and behavior (Bongomin et al.,
2016; Campbell, 2006). Based on these
findings, it can be concluded that financial
literacy will assist the general public in
evaluating various financial products and
services to maximize utility while avoiding
investment fraud, which is prevalent in the
community. It is hoped that with good
financial literacy, the community will be
able to use various financial facilities
according to their needs, rather than being
tempted by inappropriate investment
offers.

According to the results obtained from
the questionnaire, most of the respondents
agreed that they always share information
with other community members and want
to provide valuable things in the
community (collective action). This share
information can increase the knowledge
and skills of respondents and their
community in managing finances. It can
provide convenience in quickly reaching
financial products and services, such as
obtaining investment products/services that
suit their needs and are relatively safe to
use (quality). From these results, it can be
interpreted that the existing social capital
in the community will encourage the
growth of financial inclusion. Strong
community cohesion will make them learn
from each other and influence each other,
including family finance. The public will
inform each other of various financial
products that are accessible and follow the
needs of their respective families.

This finding is consistent with the
findings of Pulungan and Ndruru (2019),
who found that social capital plays an
essential role in mediating and increasing
various resources, including knowledge
and skills acquired by the community as a
result of financial literacy activities. This
result implies that financial literacy and
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financial inclusion can gradually increase
if social capital as a dimension is built on
values, culture, perceptions, institutions,
and mechanisms in positive activities as a
means of empowering people's views, so it
can be concluded that financial literacy and
social capital influence financial inclusion.

CONCLUSION AND RECOMMEN-
DATION
Conclusion

According to the data processing and
hypothesis testing findings, the
independent variable, financial literacy,
had a significant positive effect on the
mediating variable, social capital, for both
novice and experienced stock investors in
Indonesia. Furthermore, the independent
variable of financial literacy has a
significant positive effect on the dependent
variable, namely financial inclusion for
novice and experienced Indonesian stock
investors. Although social capital has a
significant positive effect on the relation-
ship between independent financial literacy
and the dependent variable of financial
inclusion on beginner and experienced
stock investors in Indonesia, it only has a
partial mediating effect in this study. The
greater a person's financial literacy, the
greater his or her social capital. The greater
a person’'s financial literacy, the greater his
or her financial inclusion. This research
has practical implications for financial
institutions, where financial literacy edu-
cation and approaches to community
groups are needed to improve financial
services to all levels of society. Financial
institutions can conduct education through
similar small and medium-sized business
groups periodically so that they understand
various kinds of financial products and can
invite other people to avoid illegal
financial products.

Limitations & Recommendation

This study can be used as a resource and
consideration for investors and future
researchers. It is hoped that investors will

p-ISSN: 0854-1442 (Print) e-ISSN: 2503-4464 (Online)

recognize the importance of knowledge
and social capital in selecting suitable
investment options based on the criteria to
avoid losses. It is hoped that this research
will provide additional insight,
understanding, and knowledge about the
effect of financial literacy (measured by
behavior, attitude, skill, knowledge) on
financial inclusion (measured by welfare,
usage, quality, access) through social
capital mediation (measured by collective
action, bonding, trust, bridging) for novice
and experienced stock investors in
Indonesia for future researchers.

The limitations of this study include a
lack of responses from respondents and the
distribution of questionnaires via social
media, which means that some questions
may be missed or misunderstood by
respondents. It is hoped that future
researchers will collect more respondents
to avoid data imbalances like the one found
in this study. It is best not to distribute the
questionnaire online but rather to meet in
person or conduct an interview to avoid
misunderstandings.
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