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Abstract
The awareness and desire to allocate funds to meet future needs have caused many
employees to start investing. The purpose of this study is to investigate the influence
of the level of financial literacy and demographic factors on employee investment
decisions. This study uses multiple linear regression analysis models to analyze data.
The population in this study is employees with the criteria of having an investment
instrument, either real or financial asset investments. The results of this study indicate
that only the level of financial literacy partially influences investment decisions while
gender, education, and ethnicity do not affect employee investment decisions.
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1. Introduction

The rapid economic development and increasingly consumptive lifestyles encourage
people to obtain alternative income and to learn allocating funds that are owned as
early as possible to manage finance in the present for future benefits [1--3]. One of the
methods is by investing. This investment activity is important for a country as a driver
for capital growth, the country's economic development, and the creation of freedom
investment concepts [4, 5].

When investing, an adequate level of financial literacy is needed so that individual
financial decisions have a clear, precise direction and can deliver the desired results
[6]. In addition to financial literacy factors, investor demographic characteristics can also
influence investors in determining the type of investment [7]. The studies conducted by
Pak & Mahmood [8] and Chavali & Mohanraj [9] show that gender significantly affects
individual investment decisions.

Another factor that can influence investment decisions according to Pratiwi & Prijati
[7] is education. In general, people with high levels of education understand well how to
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make decisions to invest in financial management. While another factor that influence
the choice of investment types is ethnicity. Perry & Morris [10] said that there is an
ethnic influence on one's financial behavior. Albaity & Rahman's research [11] stated that
there are characteristic differences between Malaysian Malays and Chinese Malays in
selecting risky investments. This shows that ethnicity also influences investor behavior in
making investment decisions. Based on the various descriptions above, the purpose of
this study is to examine the influence of financial literacy level on employee investment
decisions, gender influence on employee investment decisions, educational influence
on employee investment decisions, and ethnic influence on employee investment deci-
sions.

Yushita [12] defined financial literacy as a number of financial abilities and knowledge
a person has to have in order to be able tomanage a number of funds aimed at improving
living standards and achieving prosperity. Financial literacy is also interpreted as the
ability of individuals to make decisions related to their personal financial arrangements
[13]. OJK defined financial literacy as a series of knowledge, beliefs, and skills that
influence individual attitudes and behavior in improving the quality of decision-making
related to financial management in order to achieve prosperity.

Gender is a concept that distinguishes how a man and a woman behaves. Research
conducted by Pratiwi [7] stated that men have a tolerance to higher risks than women
regarding investment decisions taken. In the study of Chavali & Mohanraj [9] and Pak
& Mahmood [8], gender was also shown to influence individual investment decisions.

Education is a process of changing attitudes and behavior of a person or a group
of people through various efforts, teaching and training processes, and ways and
acts of educating. Education is defined as the level of mastery of the knowledge
possessed by a person and manifested through his ability to understand things well
[14]. Formal education is a structured and tiered educational path consisting of basic
education, secondary education, and higher education. Higher education includes
diploma education programs, bachelor, master, specialist, and doctoral degrees (Act
No. 20 of 2003 concerning the National Education System).

Ethnicity is the grouping of people based on cultural similarity [15]. The research
conducted by Pratiwi & Prijati [7] stated that Spanish students are more willing to
take risks in financial management than American students, which means that Spanish
students can be more willing to take risks. This proves that ethnicity has an influence
on investor behavior in investing. Perry and Morris [10] also explained that financial
behavior can be influenced by race, ethnic background, and locus of control. This is
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seen in black and Latin American ethnicities in studies that show how these ethnicitiers
have more responsible financial behavior compared to white and Asian ethnicities.

Investment is an activity of placing funds on an asset or more during a certain period
in the hope of obtaining profits [1]. According to Gunawan et al., [16] and Ariadi et al., [1],
investment is divided into 2 types, investment in real assets and investment in financial
assets. Real asset investment is a form of investment in assets that are physical or
tangible such as land, buildings (property), machinery, gold, and others. On the other
hand, investment in financial assets is a form of investment in financial concepts, such
as deposits, shares, mutual funds, bonds, warrants, and others. Investment decisions
themselves are defined as individual decisions in placing a number of funds on certain
types of investments [17]. When investing, individuals can allocate assets by diversifying
risks in order to reduce investment risks so as to provide returns in line with investor
expectations.

Based on the objectives of the research and the study of the theory discussed, the
hypotheses in this study are:

H1: The level of financial literacy influences employee investment decisions.

H2: Gender influences employee investment decisions.

H3: Education influences employee investment decisions.

H4: Ethnicity influences employee investment decisions.

2. Research Method

The population in this study are employees and researchers, selected using the pur-
posive sampling method. The research variables used in this study include the inde-
pendent variables financial literacy, gender, education, and ethnicity, accompanied by
the dependent variable investment decisions. The following describes the operational
definitions and measurement variables.

Financial literacy is defined as knowledge to manage finances [18] as supported by
Artina & Cholid [17]. Financial literacy is also interpreted as the financial abilities and
knowledge a person has in order to be able to make financial decisions that aim to
improve living standards and achieve prosperity. In this variable, there are four aspects
that become a benchmark for a person to have financial literacy, namely:

1. Basic Financial Knowledge, which includes knowledge of interest rates, inflation,
currency exchange rates, knowledge of formal financial products, knowledge of
liquidation and assets, and knowledge of general personal finance,
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2. Saving and Borrowing, which includes knowledge on savings and loans,

3. Insurance, which includes insurance-related knowledge, and

4. Investment, which includes knowledge of market interest, stocks, bonds, mutual
funds and investment risks.

The measurement of financial literacy variables is done using a ratio scale by dividing
the number of correct answers with the total number of questions given to respondents.

2.1. Gender

Gender is the biological and physiological difference between a person from birth [1].
Gender variables in this study were measured using a nominal scale.

2.2. Education

Education is defined as the level of mastery of knowledge possessed by a person and
manifested through his ability to understand things well [14]. Formal education is defined
as structured and tiered education consisting of basic education, secondary education,
and higher education (Law No. 20 of 2003 concerning the National Education System).
Education variables in this study were measured using an ordinal scale.

2.3. Ethnicity

Ethnicity is a grouping of people based on cultural equality [1]. In this study, the ethnicity
to be examined is the variety of ethnic groups scattered in Surabaya, especially Balinese,
Batak, Javanese, Madurese, Sundanese, Chinese, and other ethnic groups, measured
using a nominal scale.

2.4. Investment Decisions

Investment decisions are defined as the decision of an individual to put a number of
funds on certain types of investments [17]. Assessment of investment decisions can
be appraised through the ownership of instruments or investment products owned by
respondents. A ratio scale is used in this study to determine the amount investment
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instruments owned by adding up the ownership percentage of real assets and financial
assets of respondents.

Investment Decisions = Real Asset Percentage
Financial Asset Percentage

2.5. Methods of Data Analysis

This study uses a multiple linear regression research model that aims to determine
the effect or relationship linearly between two or more independent variables with one
dependent variable. Data analysis is done using a multiple linear equation model as
follows:

𝑌 = 𝛼 + 𝛽1𝑋1 + 𝛽2𝑋2 + 𝛽3𝑋3 + 𝛽4𝑋4 + 𝑒

Legend:

Y: Investment Decisions

α: Constant

β1: Financial literacy regression coefficient

X1: Financial Literacy

β1: Financial literacy regression coefficient

X2: Gender

β1: Educational regression coefficient

X3: Education

β1: Ethnic regression coefficient

X4: Ethnicity

e: error standard

3. Results

Respondents in this study are employees who have invested in both real assets and
financial assets. The researcher distributed questionnaires to 210 employees and
received 159 questionnaires. Of the 159, questionnaires that fit the research criteria and
can be processed are only 100 questionnaires. The remaining questionnaires cannot
be processed due to reasons that is not in accordance with the criteria of the study
such as the respondents had not invested before, the questionnaire returned empty,
and there are an incomplete answers from the respondents.
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3.1. Charasteristics of Respondents

Descriptive analysis is used to describe the identity of respondents and the variables
in this study, namely financial literacy, gender, education, ethnicity, and investment
decisions. In this study, most respondents are female. Of the 100 data processed, as
many as 54% or 54 people are females. The largest proportion of respondents have
undergraduate or postgraduate education, while the smallest proportion are Diploma
/ D3 educated. In the ethnicity section, it can be explained that as many as 5% of the
total respondents are Batak, 38% are Javanese, 49% are Chinese, and 8% are from
other ethnic groups such as Manado, Ambonese, Timorese, and Dayaks. This shows
that respondents in this study are mostly of the Chinese ethnicity.

In the investment decision section, as many as 55% of respondents chose to invest
in financial assets such as deposits, bonds, stocks, and mutual funds. This shows that
respondents in this study tend to invest in financial assets. Then regarding the term of
investment, respondents of this study mostly have invested for quite a long time, around
1-3 years or more than 3 years.

3.2. Financial Literacy and Types of Investment

This study found that respondents with low and medium financial literacy levels tend
to choose to invest in financial assets, while respondents with high financial literacy
levels tend to invest in both types of investment (real and financial assets). So, it can
be said that respondents with high levels of financial literacy prefer to invest in several
investment products (asset diversification). Both male and female employees tend to
invest in financial assets, especially deposits. Employees with S1, S2 and S3 educations
tend to invest in financial assets, especially deposits. This study shows that ethnicity in
this study, which are Batak, Javanese, Chinese, and other ethnic groups have a similarity,
which is the tendency to invest in financial assets, especially deposits.

3.3. Normality Test

The normality test that has been done shows the results of the normality test with
a significance of 0.55> 0.05. So, it can be concluded that the data in this research is
normally distributed. Multicollinearity test showed that the results have a tolerance value
of > 0.1 and VIF value of <10. So, it can be concluded that there were no symptoms of
multicollinearity in the regression. The heterocedasticity test showed that the value of
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sig. on variables X1, X2, X3, and X4 are > 0.05, indicating the absence of symptoms
for heteroscedasticity in the data of the study.

3.4. Double Linear Regression Analysis

The result of the regression model is:

𝑌 = 0.307𝑋1 + 0.071𝑋2 + 0.091𝑋3 + 0.157𝑋4

3.5. F-test, t-test, and R-test

The F-test shows a significance of 0.016 < 0.05. This shows that the variables of
financial literacy (X1), gender (X2), education (X3), and ethnicity (X4) are feasible in the
multiple regression equation model. For the t-test, the significance value of the financial
literacy variable is 0.002 < 0.05 and the gender, education, and ethnic variables are
of significance > 0.05. This shows that only the financial literacy variable (X1) has a
partial significant effect on the dependent variable, namely the investment decision (Y)
of the employee. While for the correlation coefficient, the R value is 0.346 or 34.6%. This
shows that there is a weak linear relationship between financial literacy variables (X1),
gender (X2), education (X3), and ethnicity (X4) on investment decisions (Y). Then the
resulting coefficient of determination is 0.083 or 8.3%. This shows that 8.3% of employee
investment decisions can be explained by variables financial literacy, gender, education,
and ethnicity, while the remaining 92.7% is explained by other factors not examined in
this study.

4. Discussion

4.1. Effect of the Level of Financial Literacy on Employee Invest-
ment Decisions

The results of the t-test value of the financial literacy level on investment decisions
has a significance value of 0.002 <0.05. Therefore, it can be concluded that the level
of financial literacy has a significant positive effect on employee investment decisions.
Hence, the H1 hypothesis which states that the level of financial literacy influences
investment decisions is acceptable.

These results support a previous research conducted by Putri & Rahyuda [5] which
stated that financial literacy is influential in determining the behavior of individual
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investment decisions. Likewise, the study of Artina & Cholid [17] stated that there is
an influence of financial literacy on individual investment decisions. This is also in
accordance with the statement of Margaretha & Pambudhi [13] that financial literacy
is very important for individuals, so they do not make mistaken determination of their
financial decisions. A good level of financial literacy can help individuals determine
their financial decisions on financial products optimally. Lack of financial knowledge
can make it difficult for individuals to invest or access financial markets.

The role of financial literacy can be seen from research respondents with high
financial literacy who tend to choose to invest in various investment products, which
are both investment in real and financial assets. This shows that respondents already
have the awareness to allocate assets in investing. Asset allocation that is carried out
served to divide the assets held into several different types of investments with the aim
of reducing risks in investing, as supported by Gunawan [16].

4.2. Effect of Gender on Employee Investment Decisions

The result of the t-test value for gender on investment decisions has a significance of
0.476> 0.05. So, it can be concluded that there is no significant influence by the variable
of gender on individual investment decisions. In this study, both men and women tend
to choose to invest in financial assets rather than investing exclusively in real assets
or investing in both types of assets. So that it can be said that both male and female
employees have the same consideration in making investment decisions. Therefore,
the H2 hypothesis which states that gender influences investment decisions is not
acceptable.

The result of the study is not in accordance with the research conducted by Pak &
Mahmood [8] and Putri & Rahyuda [5] which stated that there is a gender influence on
the behavior of individual investment decisions which can be seen through differences
in investment behavior between men and women. However, the results of this study
are supported by a research by Pratiwi & Prijati [7] which stated that there is no gender
influence on the type of investment chosen and the behavior of Surabaya capital market
investors. The researcher interpreted that there was no influence between gender
variables on investment decisions because respondents in the study had a tendency
to avoid risk. This can be seen from the form of investment held by respondents in the
study who tend to invest in financial assets, especially deposits as a form of general
investment and is easily accessible to the public. This makes both male and female
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investors in the study to have the same consideration in making financial decisions as
can be seen from the tendency to choose financial assets.

4.3. Educational Influence on Employee Investment Decisions

Test results show the value of the education t-test on investment decisions with a
significance of 0.360 > 0.05. So, it can be concluded that there is no significant
influence of educational variables towards employee investment decisions. In this study,
respondents with the last level of education of bachelor (S1), master (S2), and doctorate
(S3) tend to invest in financial assets. So that it can be said that employees with a
level of education of S1, S2, and S3 have the same consideration in investment deci-
sions. Therefore, the H3 hypothesis which states that education influences investment
decisions is not accepted.

The results of this study are not in accordance with the research conducted by Artina
& Cholid [17] which stated that there is an educational influence on individual investment
decisions. The higher the level of education achieved, the more knowledge they have
so that individuals will be more careful in making financial decisions. Pratiwi & Prijati
[17] also stated that the higher the education, the higher the individual's tolerance for
risk. However, these results are supported by the results of the research conducted
by Pratiwi & Prijati [17] which proved that there is no influence of education on the
type of investment and behavior of Surabaya capital market investors. The researcher
interpreted that there was no influence of education on investment decisions because
52% of respondents in the study were employees with S2 Education which, showed in
this study the same consideration in making investment decisions, namely investing in
financial assets. In addition, there are other factors such as easy access to information
related to financial knowledge (for example, through offers from the bank, investment
activity facilities provided) so that respondents with a level of education other than S2
can easily obtain the same information and making financial decisions that are quite
similar.

4.4. Ethnic Influence on Employee Investment Decisions

The results of value testing of the ethnic t-test on investment decisions has a significance
of 0.115 > 0.05. So, it can be concluded that there is no significant influence between
ethnic variables on employee investment decisions. The previous section shows that
employees from the Batak ethnicity have the same tendency to invest in financial assets
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and both types of assets (real and financial assets). Meanwhile, employees from the
Javanese and TiongHwa ethnic groups both tend to invest in financial assets. The
absence of this difference can be caused by the similarity of ethnic characteristics in
this study, which tends to have the same consideration in making investment decisions.
Therefore, the H4 hypothesis which states that ethnicity influences investment decisions
is not accepted.

These results are not in accordance with the research conducted by Agyemang &
Ansong [19] which showed that Ghana investors prioritize family comfort and safety as
themain factors in investment decision making and the research of Albaity & Rahman [11]
which stated that there are characteristic differences between Malaysian and Chinese
Malaysians in choosing risky investments. However, these results are supported by a
research conducted by Ariani et al. [11] which proved that there is no ethnic influence
on individual investment decision making.

The researcher interpreted the absence of ethnic influence in this study is due to
the fact that ethnicities in the study, although consisting of various different ethnicities,
all have characteristics of the Surabaya community, which tends to be collectivism. The
collective nature of mutual cooperation has an impact on the tendency of people to be
more careful in making financial decisions [1]. This causes financial decisions made to
tend to be in the form of low-risk investments, namely in financial assets, and especially
deposits.

5. Conclusion and Suggestions

5.1. Conclusion

Based on the results of testing and data analysis that has been done, it can be concluded
that the level of financial literacy has a significant effect on employee investment
decisions, gender does not have a significant effect on employee investment decisions,
education has no significant effect on employee investment decisions, and ethnicity has
no significant effect on employee investment decisions.

5.2. Research Limitations

In this study, many questionnaires were returned empty and with incomplete answers
and only with a limited time for respondents to answer the questionnaires. So, the
data obtained is less than the expectations of researchers and not in accordance
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with the initial target specified. The questions in the questionnaire were less adjusted
and clarified so many respondents did not understand the intent of the question and
caused the dubious quality of the responses. In addition, respondents in this study were
respondents with a high level of education, namely respondents with undergraduate
education (S1 and S2). Therefore, there are a lot of specific considerations regarding
answering the questionnaire.

5.3. Suggestions

The researcher suggests for further research to add other variables that did not exist in
this study with the addition of other demographic factors such as age, income, marital
status, and other demographic factors as well as psychological factors such as locus of
control, risk tolerance, and overconfidence which also allegedly influence investment
decisions. Then the questions related to the level of financial literacy used in the
questionnaire of further researches can also be modified with a more general and easy-
to-understand language in order to facilitate respondents in answering. Respondents
in the next study can be expanded to investors from certain cities or regions to better
describe investment decisions in a broader scope. Further researches can also examine
forms of investments that have significant difference in terms of risk, such as difference
in investments like deposits and shares.
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