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ABSTRACT: Environmental problems are a threat that cannot be ignored. All lines of society and companies are required to be 

able to maintain business sustainability and reduce negative impacts on the environment. Bali as a food center (culinary). The 

development of the tourism sector provides a stimulus for the development of the culinary business in Denpasar. The culinary 

industry is an interesting object considering that food products are very close to the use of disposable packaging, not easily 

recycled, and have an impact on environmental pollution. Companies are encouraged to create innovations in producing products 

and providing services to consumers while still prioritizing environmental conservation. One of the efforts made is by 

implementing environmentally friendly-based entrepreneurship in its business activities and still focusing on optimizing business 

performance. This research was conducted on Culinary SMEs in Bali Province. The data processing method uses path analysis with 

smartPLS analysis tools. The results showed that the more optimal the implementation of high performance values the level of 

financial literacy of the owner and / or management of culinary SMEs can improve the business performance of culinary SMEs.  

KEYWORDS: Financial Performance, Green Entrepreneurship Orientation (GEO), Financial Literacy, SMEs 

 

I. INTRODUCTION  

Changes in environmental change conditions occur very quickly. Various environmental problems are a threat that cannot 

be ignored. Even in the last two decades there has been very significant environmental damage (Hugo & Nuringsih, 2020). Apart 

from natural phenomena such as climate change, environmental damage is caused by higher levels of pollution, be it air, soil or 

water. Economic growth is also another factor causing increased environmental damage if the exploitation of energy and natural 

resources to meet production needs is not controlled (Putra and Utama, 2022).  

In line with the increasingly massive environmental pollution conditions, companies are required to be able to maintain 

business continuity and reduce negative impacts on the environment. In the principle of sustainability, there is an act of 

harmonizing between profit and concern for environmental sustainability. This will certainly have an impact on the company's 

image when it explicitly takes action to care for the environment (Samson & Daft 2015). Various efforts have been made by the 

government, including the ‘Plastic Free Indonesia’ program to reduce the use of disposable.  

This programme was welcomed by the community. Even companies are encouraged to create innovations in producing 

products and providing services to consumers while prioritizing environmental conservation. One of them is by applying green 

concepts in their business activities (Teece, 2016). The concept of green entrepreneurship is transformed into 3 (three) 

dimensions, clean growth, socially aware business and environmentally save business (Dixon & Clifford, 2007). Through the 

application of the concept of green entrepreneurship in the company's operational activities, it is expected to be able to continue 

optimizing business performance without worsening environmental conditions. The concept of green entrepreneurship can not 

only be applied in large companies but can also be adopted by small and medium-scale businesses.   

Green entrepreneurship has gained increasing attention in both academia and industry due to the growing awareness of 

environmental sustainability and the potential for businesses to contribute to green initiatives (Mankgele, 2023). This research 

paper aims to explore the relationship between green entrepreneurial orientation and the financial performance of businesses.  
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Figure 1. SMEs in Bali 

 

SMEs can absorb labor and reduce unemployment by creating new jobs. SMEs can also be a platform to develop people's 

skills. However, in its operations, SMEs are very close to the production of waste and garbage that can pollute the environment. 

The application of green concepts in an effort to maximize business performance cannot stand alone, it requires qualified literacy 

support from business actors, one of which literacy that supports business is financial literacy. Financial literacy has grown rapidly 

and received serious attention, especially in developed countries. Financial literacy is a person's ability to make decisions related 

to organising and managing finances. Some of the factors that cause financial literacy to develop include low savings interest rates, 

increasing bankruptcy rates and debt levels, and increasing individual responsibility in making decisions that will affect the 

economy in the future (Servon & Kaestner, 2008).  

Business performance can be seen through the achievement of corporate profitability. For SMEs, profit maximisation is a 

corporate goal that is targeted to be achieved. This goal must be accompanied by actions that have a positive impact on 

environmental preservation. Business performance explained by profitability is influenced by various factors including 

entrepreneurial attitudes that balance between profit orientation and concern for the environment which is summarised in green 

entrepreneurship. This is confirmed by several studies including the significant positive relationship between green 

entrepreneurship and business performance (Putra & Utama, 2022). Kaya (2015) found that entrepreneurship has a significant 

positive effect on the financial performance of SMEs in Turkey. Ribeiro et al (2021) also found a significant positive correlation in 

the relationship between environmentally oriented entrepreneurship and firm performance in Ghana and Nigeria. Alqershi et al 

(2023) that green entrepreneurship has a significant positive impact on business sustainability as measured by profit in private 

companies in Malaysia. Different research results were found by Vanacker et al (2020) who found that the company's external 

entrepreneurship, including social-based entrepreneurial activities, had a significant negative correlation with company 

performance.  Entrepreneurial values in this study are entrepreneurial values based on social aspects, namely concern for the 

environment.  

Understanding and ability to do business management and financial management (financial literacy) also determines the 

effectiveness of entrepreneurs' decision making which will lead to optimization of company profits (profitability). The relationship 

between financial literacy and company performance as measured by profitability is confirmed by several researchers including 

Adomako & Danso (2014) examining small businesses in Ghana, Aribawa (2016) on SMEs in Central Java, & Entebang (2018) in 

Nigeria, Menike (2019) Small and Medium Enterprises (SMEs) in Sri Lanka, Alamsyah (2020) on SME furniture in Gorontalo, Yakob 

et al (2021) conducted research on SMEs in Malaysia found that financial literacy has a significant positive impact on business 

financial performance. Different results were found in Agyei & Nsiah's research (2018) that financial literacy has no significant 

impact directly on the performance of SMEs in Ghana.  

Tian et al (2020) confirmed that increasing financial literacy significantly increases corporate innovation. Financial literacy 

can encourage corporate innovation by reducing financing constraints, improving risk management and considering 

environmental issues in business governance. Cantika et al (2022) found that financial literacy has a significant positive impact on 

supporting environmental protection or actions/behaviours that support environmental preservation by buying, producing 

environmentally friendly products, and participating in environmental preservation programmes through environmentally friendly 
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business activities/green projects. Sharma et al (2023) found that increasing financial inclusion can improve the entrepreneurial 

ecosystem, including entrepreneurship in social aspects. Through an understanding of finance and its management, as well as 

encouragement of welfare improvement, it will be a trigger for individuals to start a business that is not only profit-oriented but 

also pays attention to social and environmental aspects. Different results were found by Alshebami and Al-Mari (2022) that there 

is no significant direct relationship between financial literacy and entrepreneurship. Business performance can be seen through 

the achievement of company profitability. For SMEs, profit maximisation is a corporate goal that is targeted to be achieved. This 

goal must be accompanied by actions that have a positive impact on environmental preservation. Business performance explained 

by profitability is influenced by various factors including entrepreneurial attitudes that balance between profit orientation and 

concern for the environment which is summarised in green entrepreneurship. This is confirmed by several studies including the 

significant positive relationship between green entrepreneurship and business performance (Putra & Utama, 2022). Kaya (2015) 

found that entrepreneurship has a significant positive effect on the financial performance of SMEs in Turkey. Ribeiro et al (2021) 

also found a significant positive correlation in the relationship between environmentally oriented entrepreneurship and firm 

performance in Ghana and Nigeria. Alqershi et al (2023) that green entrepreneurship has a significant positive impact on business 

sustainability as measured by profit in private companies in Malaysia. Different research results were found by Vanacker et al 

(2020) who found that the company's external entrepreneurship, including social-based entrepreneurial activities, had a 

significant negative correlation with company performance.  Entrepreneurial values in this study are entrepreneurial values based 

on social aspects, namely concern for the environment.  

Novelty in this study is the specific pattern of relationship between financial literacy and green entrepreneurship, as well 

as green entrepreneurship and business performance. Throughout the researcher's observation of previous empirical work, no 

empirical work has been found that examines this relationship. Based on the phenomena that occur and previous empirical and 

research gaps as a research novelty, this study was conducted by examining the relationship between financial literacy of 

environmentally friendly entrepreneurship on the business performance of SMEs.  

  

II. LITERATURE REVIEW   

Resource-Based View Theory  

The achievement of company performance is determined by internal resources and capabilities. Better management of strategic 

resources will be in line with increasing the company's competitive advantage (Barney, 1991).  

Company resources can be classified into 2 (two)  

a) Tangible resources such as land, buildings, machinery, production equipment and so on  

b) Intangible resources such as perception, culture, expertise, literacy level in a particular field, intellectual capital and others 

(Ferreira et al, 2011).  

Intangible resources have an important role in achieving the sustainability of a business. Intellectual capital, specifically human 

capital, one of the indicators is knowledge (literacy level), abilities, and skills possessed by human resources will determine the 

sustainability of a business, a sustainable business is explicitly seen through a continuous increase in business profits (Wadud, 

2021).)  

Behavioural Finance Theory  

The development of behavioral finance stems from the conventional view that assumes rational investors in financial 

decisionmaking. Kahneman & Tversky (1979) first revealed cognitive bias, this theory combines psychology and sociology in 

finance (Glaser et al., 2004). Behavioural finance categorises biases into cognitive and emotional, which lead to irrational 

judgements (Pompian, 2006). This theory explains the psychological influence on financial decisions, especially the process of 

allocating funds in investment. This shows that emotional and psychological conditions affect individual behaviour in financial 

management (Riaz et al., 2020). By understanding behavioral finance, individuals can avoid fatal mistakes in making financial 

decisions.  

Business Performance  

Business performance shows the achievement or achievement that has been achieved by a business. business performance in this 

study is explained by business financial performance.   

Financial Performance  

Financial performance is the company's achievement on business management in a certain period. Evaluation and measurement 

of the company's condition is reflected in the company's ability to generate profits (Pang et al., 2020). According to Hery (2016: 

13) formal efforts made by companies to evaluate the efficiency and effectiveness of companies in generating profits in a certain 
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period are defined as financial performance. One of the financial performance of small businesses is reflected in the company's 

achievement in generating company profits (profitability) (Hutabarat, 2020).  

Financial Literacy  

Financial literacy is the ability to read, analyze, manage, and communicate about personal financial conditions that will affect 

material well-being (Vit et al, 2000). The definition of financial literacy is the ability to make informed judgments and make 

effective decisions about the use and management of money (Bhushan & Medury, 2013). The definition of financial literacy, in 

ANZ Bank is the ability to make informed judgments and make effective decisions about the use and management of money. 

Financial literacy is a combination of individual abilities, knowledge, attitudes and ultimately individual behaviours related to 

money.  

Green Entrepreneurship Orientation (GEO)  

Green entrepreneurship is entrepreneurship based on economic activities that are environmentally friendly and provide value to 

society. This concept is based on an innovative, proactive attitude and level of risk preference in presenting environmentally 

friendly products and processes (Demirel et al, 2019). This concept is transformed into 3 (three) dimensions, namely clean growth, 

social care (socially aware business), and environmentally friendly (environmentally safe business) (Dixon & Clifford, 2007). 

Through the application of the concept of green entrepreneurship in the company's operational activities, it is expected to be able 

to continue optimizing business performance without worsening environmental conditions.  

  

III. RESEARCH METHODS  

 This research was conducted on Culinary Small and Medium Enterprises (SMEs) operating in Bali Province. The population in this 

study were all small and medium enterprises in the culinary field that have a Business Licence Number (NIB) located in Bali Province 

2149 businesses. Determination of the number of samples in this study was carried out using the Slovin formula obtained as many 

as 96 SMEs with a stratified random sampling technique. The data analysis technique used is PLS (partial least square) with the 

SPSS program to answer the research question.  

 
Figure 1. Conceptual Framework 

 

IV. RESULTS  

The data testing process begins by conducting a classical assumption test consisting of normality test, autocorrelation  

Test, and heteroscedasticity test. The results show that the data used in this research have passed the classical assumption so data 

is normally distributed; the data does not occur autocorrelation with the previous year's data; and the data does not contain 

symptoms of heteroscedasticity. Furthermore, partial least square testing was conducted. The results of the test are presented in 

Table 2 as follows:  

 

Table 1. Path Analysis Result  

   

Original  

Sample (O)   

Sample  

Mean (M)   

Standard  

Deviation  

(STDEV)   

T statistics  

(|O/STDEV|)   

P values   

FL  -> GEO   0,649   0,644   0,123   5,289   0   

Financial Literacy  -> Firm Performance   0,225   0,251   0,185   3,217   0,023   

Green Entrepreneurship Orientation ->   

Firm Performance   

0,039   0,029   0,206   2,191   0,049   
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Based on testing the relationship between variables (Path Coefficient), all relationships between variables are found to have a 

significant effect at α = 0.05 or the t statistic value is smaller than the t table value (1.96).  

  

 V. DISCUSSION  

Financial literacy on GEO in Culinary SMEs in Bali  

Based on the results of statistical testing found that financial literacy has a significant positive impact on environmentally friendly 

entrepreneurship. The high or low level of financial literacy possessed by the owners / management will be in line with the 

increased implementation of the values of the concept of environmentally friendly entrepreneurship of Culinary SMEs in Bali.  

These results are in line with research conducted by Tian et al (2020) that increasing financial literacy significantly increases 

corporate innovation. Financial literacy can encourage corporate innovation by reducing financing constraints and improving risk 

management. Sharma et al (2023) found that increasing financial literacy can improve the entrepreneurial ecosystem, including 

entrepreneurship in social aspects. Through an understanding of finance and its management, as well as the encouragement of 

welfare improvement will be a trigger for individuals to start a business.  

Financial Literacy on Business Performance in Culinary SMEs in Bali.  

It was found that financial literacy has a significant positive impact on the business performance of culinary SMEs in Bali. These 

findings are in line with research conducted by Adomako & Danso (2014) found that financial literacy has a significant positive 

impact on the financial performance of small businesses in Ghana. Financial literacy can improve business performance when 

financial resources can be optimized and entrepreneurs can have access to finance.  

Similarly, Aribawa (2016) found that financial literacy has a significant positive effect on the financial performance of SMEs in 

Central Java. With good financial literacy, SMEs will be able to make the right financial decisions to improve business financial 

performance. Eniola & Entebang (2018) in Nigeria also found the same results, that the level of financial literacy of business owners 

- SME managers had a significant positive effect on company performance in three states in southwestern Nigeria.   

With financial literacy, business owners are able to make better financial decisions so as to improve company performance. Menike 

(2019) conducted research related to the relationship between financial literacy and the financial performance of Small and 

Medium Enterprises (SMEs) in Sri Lanka. This study measures financial literacy with financial knowledge, financial influence and 

financial behavior. It was found that financial knowledge had a significant positive impact on the financial performance of SMEs 

in Sri Lanka.   

Research conducted by Alamsyah (2020) also found similar results, it was found that financial literacy has a significant positive 

effect on the financial performance of furniture SMEs in Gorontalo. With a certain level of understanding of financial management, 

entrepreneurs are able to use their abilities in various financial decisions so that they will optimize company profits. Yakob et al 

(2021) conducted research on SMEs in Malaysia, also found similar results that financial literacy has a significant positive effect on 

SME performance.  

GEO on business performance in culinary SMEs in Bali  

The results of statistical testing show a significant positive relationship between environmentally friendly entrepreneurship on 

business performance of culinary SMEs in Bali. This finding means that a higher level of environmentally friendly entrepreneurship 

owned by SME owners and managers increases the business performance of culinary SMEs in Bali.  

The implementation of green entrepreneurship includes efforts to innovate owner activities, monitoring the use of raw materials 

that do not adversely affect the environment has a beneficial effect on company performance (Gadaf et al, 2023). The results of 

this study are in line with Kaya (2015) who found that entrepreneurship has a significant positive effect on the financial 

performance of SMEs in Turkey.Ribeiro et al (2021) also found a significant positive correlation in the relationship between 

entrepreneurship and firm performance in Ghana and Nigeria. Entrepreneurship in this study is innovative, proactive and 

risktaking in business management as well as creative innovation in environmentally friendly business according to one of the 

issues in SGDs, which provides a positive image for the company which has an impact on the growth in the level of profit generated. 

Similar results were found by Alqershi et al (2023) that green entrepreneurship has a significant positive impact on business 

sustainability in private companies in Malaysia. One indicator of business sustainability in this study is the growth of business 

financial performance (profitability).  

  

VI. CONCLUSIONS  

Financial literacy has a significant positive impact on GEO. This finding means that an increase in financial literacy owned by SME 

owners and managers will encourage an increase in environmentally friendly entrepreneurial values implemented in culinary 

business operations in Bali.   
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Financial literacy and GEO have a partially significant positive impact on the business performance of culinary SMEs in Bali. This 

means that owners and or managers with high financial literacy skills in understanding business-related financial concepts, 

including debt, savings, insurance, and investment will ensure successful culinary business performance.  

 

VII. SUGGESTIONS  

This research has an important role in maximizing the performance of SMEs and for future researchers. SMEs should pay attention 

and implement the concept of green entrepreneurship to the fullest. In addition to encouraging the optimization of profit 

achievement, it is also one of the potential resources to realize a business competitive advantage. This is in line with one of the 

SDGs goals, namely environmental sustainability. Businesses not only aim to make a profit but also have awareness and concern 

for environmental sustainability.    

The limitations of this research are that it uses culinary SMEs in Bali as an object. This research was conducted in nine districts/cities 

in Bali Province and only focused on testing variable green entrepreneurship orientation, financial literacy and firm performance. 

Therefore, future researchers can conduct similar research, but with the addition of other independent variables, moderating 

variables or mediating variables that still have a correlation with firm performance, and taking research objects outside the Bali 

Province area so that the results of this research can be compared with research results in other regions.  
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