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Purpose-This study aims to investigate past trends in financial
management practices. Factors such as locus of control, financial literacy,
financial mindset, financial self-efficacy, and socioeconomic standing are
thought to influence financial management practices.

Design/Methodology/Approach-In this study, a sample of 92 students
from the Faculty of Economics and Business in the Daerah Istimewa
Yogyakarta who responded to questionnaires as part of a quantitative
approach to data collection. Purposive sampling is the sampling method
employed, and the Likert scale is the scale measurement instrument.
Using the SPSS analysis tool, multiple linear regression analysis is used
to test hypotheses.

Findings-All factors assumed to influence financial management
behavior were shown to be advantageous, according to the study's
findings. Evidence has shown that locus of control, financial knowledge,
financial attitude, financial self-efficacy, and social economic standing
positively influence the financial management behavior of students at the
Faculty of Economics and Business in the Daerah Istimewa Yogyakarta.

Research limitations/implications-The results of the research are
expected to serve as a guide and a source of knowledge for everyone,
particularly for children and students who are trying to develop or
maintain good money management habits. This study found that a variety
of factors, including locus of control, financial knowledge, financial
attitude, financial self-control, and social economic status, can influence
a person's financial management behavior.

Originality/value-There is currently a dearth of research on students in
Daerah Istimewa Yogyakarta who practice sound financial management.
This study aims to identify the variables influencing the financial
management practices of Daerah Istimewa Yogyakarta students enrolled
in the Faculty of Economics and Business.
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1. The Introduction

Numerous groups have expressed concern about the current situation of Indonesia's
financial management procedures, which have taken a very dangerous turn (Mien & Thao, 2015).
According to Hilgert et al. (2003), financial management knowledge is essential for students to
possess since it may be used as a savings account and is required in daily life to balance income
and expenses in accordance with demands. A culture of debt, fostered by expensive lifestyles, the
introduction and use of basic credit cards, and other causes, often leaves young people entering
college without source responsibility or sound financial management practices (Borden et al.,
2008). Anybody handling money needs to have a basic understanding of finance, especially the
younger generation of today (Borden et al., 2008).

People use financial management behavior, which is fundamentally a type of money
management, in order to achieve a prosperous everyday existence. People who want to live
prosperous lifestyles need to be able to appropriately manage their finances and use them wisely
to meet their basic needs. Financial intelligence is needed to avoid financial problems (Ben-Caleb
et al., 2017). Good planning, management, and financial management demonstrate healthy
financial management behavior. The way or brush of people who control cash outflows, manage
credit, save money, and invest it can be a good indicator of successful financial conduct (Hilgert
et al., 2003). The competence and understanding of those who possess the financial ideas known
as financial literacy are directly tied to the wisdom of personal financial management.

One psychological aspect that can influence financial management behavior is the locus of
control hypothesis, which was first proposed by social learning expert Rotter (1966). The locus
of control is an attitude, expectation, or belief about how one's actions and outcomes are related.
A person's perception of an event and his capacity to regulate how it impacts him are referred to
as his locus of control. When one can control one's impulses to spend money, one can also
implement sound financial management practices. In this manner, good personal locus of control
will result in good monetary conduct. Locus of control has a favorable effect on financial
management behavior, according to research by Chujan et al. (2022).

Financial literacy is another element that affects behavior in financial management.
According to Lone & Bhat (2022), having financial knowledge gives one the capacity to handle
money responsibly. According to Marsh (2006), financial knowledge is the extent to which people
are knowledgeable about matters relating to their personal finances. Research done by earlier
researchers, such as that by Qamar et al. (2016), demonstrates that financial knowledge has a
favorable effect on financial management behavior. People with strong financial knowledge
typically comprehend and are knowledgeable about a variety of money-related topics, which
promotes appropriate financial management behavior. The quality of financial decisions people
make will increase with their level of financial knowledge, ensuring that their lives always reflect
appropriate financial management behavior (Asaff et al., 2019).

Financial mindset has an impact on financial management behavior as well. A study on
financial attitude found that people's beliefs about money influence their attitudes (Rajna &
Anthony, 2011). Individuals that have a positive financial attitude will be better able to manage
their money, create budgets, and make decisions (Mars, 2006). Financial attitude has been linked
to better financial management behavior, according to studies by Pham et al. (2012). People who
are financially responsible will always strive to handle their money wisely in their thoughts and
future financial plans (Asaff et al., 2019).

Financial self-efficacy has an impact on financial management behavior as well. The ability
to successfully manage one's finances is referred to as financial self-efficacy (Brandon & Smith,
2009). Everyone needs to have faith in their own ability. Therefore, students who have high
financial self-efficacy will result in higher or better students in managing their finances, so that
the behavior caused will be better and have an impact on financial well-being. Financial self-
efficacy is one aspect developed from the theory of self-efficacy about positive beliefs in the
ability to successfully manage personal finances appropriately. Research undertaken by earlier
researchers, such as those by Arofah (2019) reveals a beneficial influence of financial self-
efficacy on financial management behavior.

Rahmawati & Marcella (Locus of control, financial knowledge, financial attitude, financial ... )



64

Journal of Management and Business Insight
Volume 1, Number 1, May 2023, Page 62-72

In addition to the four factors mentioned above, social and economic standing has an impact
on how money is managed by behavior. When comparing students with high, medium, and low
socioeconomic status, Singh et al. (2017) found that there were differences in their financial
knowledge, financial attitudes, and financial behavior. This suggests that students with high
socioeconomic status will also have high financial knowledge, high financial attitudes, and high
financial behavior. Social economic status is defined as an individual's place in the hierarchical
social structure of Gutter et al. (2009). According to studies by earlier academics Albeerdy &
Gharleghi (2015) social economic status has a favorable impact on financial management
behavior.

The subjects of this study were students of the Faculty of Economics and Business in the
Daerah Istimewa Yogyakarta. The following are the justifications for the study's use of the study's
context: first, according to the findings of a survey by the Financial Services Authority in 2019,
Indonesia’s level of financial literacy and inclusion is 38.03%, which is still considered low and
makes further study interesting. Second, because Daerah Istimewa Yogyakarta, a unique region
of Indonesia, is known as the "city of students™ and has the second-highest financial literacy rate
in Indonesia, behind Jakarta, researchers are interested in studying students at various Faculties
of Economics and Business in Daerah Istimewa Yogyakarta. The city's financial literacy index is
58.53%. Third, students in the Faculty of Economics and Business take previously studied courses
in finance, like financial management. It might be argued that students are knowledgeable about
and have a comprehension of money.

Literature Review and Hypotesis Development

The idea of locus of control is beliefs, expectations, or attitudes on the relationship between
one's actions and consequences was first presented by Rotter (1966). There are two different types
of loci of control: the internal and exterior loci of control. The internal locus of control is the idea
that one's abilities and effort level determine what happens in life. Locus of control is something
that must be owned by every individual because with the locus of control each individual will
have a sense of responsibility for all the behavior he does (Mien & Thao, 2015). Without a proper
locus of control, it is difficult for individuals to control themselves (Asih & Khalid, 2020). High
locus of control individuals can manage their finances according to the financial plan, allowing
them to reach their goals without encountering difficulties (Goyal et al., 2023). According to
Chujan et al. (2022), financial management behavior is positively correlated with locus of control,
suggesting that an individual's financial management behavior increases with their locus of
control.. If someone can control himself from within himself to use money as needed or use
money as needed, then someone will do good financial management behavior as well. Hi: Locus
of Control Has a Positive Effect on Financial Management Behavior

Social learning theory and planned behavior (TPB) theory. The social learning theory
developed by Bandura (2006) argues that behavior is driven by cognitive processes in humans
that play a role in learning. According to this theory, behavior is influenced by cognitive
processes, where the cognitive process in this study is financial knowledge. Meanwhile, The
theory of planned conduct, as stated by Ajzen (1991), holds that attitudes, subjective norms, and
perceived behavioral control which is represented by financial knowledge all influence intention
and behavior.. Financial knowledge is the concept of managing individuals in their financial
control. A high level of control based on the knowledge that individuals have will indicate that
they take into account in advance in conducting financial transactions. These considerations will
cause individuals to behave more selectively in their financial management behavior (Ajzen,
1991). Financial knowledge is inferred to be relative knowledge of direct financial facts and is
key to financial management behavior (Garman & Forgue, 2006). The importance of financial
literacy is because it is generally used as input as an example of determining the need for financial
education and describes variations in financial behavior and output such as saving, investing, and
credit behavior (Idris et al., 2013). According to research, Asaff et al. (2019) found that financial
knowledge positively impacted financial management behavior. This means that people with
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strong financial knowledge will essentially understand and be knowledgeable about a wide range
of topics related to the financial world. Given that money is an integral part of today's world, it is
therefore appropriate to designate financial literacy as one of the necessities in the financial sector
(Asaff et al., 2019). implying that despite the fact that a large number of people are still stuck in
consumerism and are unable to manage their money, money has evolved into a crucial instrument
for transactions to satisfy wants (Asaff et al., 2019). In essence, people who are financially literate
will be able to establish and organize plans for the future, budget their money, and perform other
tasks (Asaff et al., 2019). According to Asaff et al. (2019), having sound financial knowledge will
influence each person's financial management practices and foster self-awareness in order to
consistently manage finances well. A higher degree of financial literacy is positively correlated
with better financial decision-making and the demonstration of sound financial management
practices in one's personal life. H,: Financial Knowledge Has a Positive Effect on Financial
Management Behavior

Ajzen (1991) states attitude is considered a prime example of behavioral interaction.
Attitude is a positive or negative belief to manifest a particular behavior. If the behavior is
perceived to have a positive value, then the individual will have the intention to show the
behavior. This attitude is caused by an individual's beliefs about the effects of exhibiting behavior,
also known as behavior belief. This attitude is thought to have a direct impact on behavioral
intentions and relate to subjective norms. According to Ajzen (1991), this subjective norm is a
function of beliefs that indicate individuals agree or disagree with a behavior or action. Individuals
with a positive attitude or good financial mentality will form good financial management behavior
and make the right and wise decisions. According to Furnham (1984) Financial attitudes shape
the way individuals save, hoard, spend, and dispose of money. Financial attitude is a person's
assessment, opinion, and state of mind about financial attitudes that are applied to his behavior
(Rajna & Anthony, 2011). Individuals will try to think about how to get money and how to use
the money they have when the individual is obsessed with money. Thus, it will encourage
individuals to have a perception of their finances in the future. According to Rajna & Anthony
(2011) stated that it is likely that the better the financial attitide, the better the financial
management behavior of individuals. Based on research conducted by Akben-Selcuk (2015)
states that financial attitude has a positive effect on financial management behavior. In general,
individuals who have a good financial attutude will have a good mindset about finances in the
future and tend to always try to process their finances well. The better the financial attitude, the
better the financial management behavior (Asaff et al., 2019). Hs: Financial Attitude Has a
Positive Effect on Financial Management Behavior

Brandon & Smith (2009) expressed positive confidence in the ability of individuals to
manage their finances. Every individual must have confidence in himself in his abilities including
financial management abilities, if someone has a strong and positive belief in his finances then
the behavior carried out in his financial decisions will also be good and wise. Forbes & Kara
(2010) define financial self-efficiency as a person's self-assurance in his capacity to meet financial
objectives, which is impacted by a number of elements including his financial know-how, social
skills, and personality. Qamar et al. (2016) found that an individual's financial management
behavior is positively impacted by their financial self-efficacy. People who have high financial
self-efficacy are less likely to experience depression and have higher levels of financial optimism
in the future. Financial self-efficacy is a person’s confidence in managing their finances. So that
the mindset formed is the belief that individuals will succeed in managing their finances. The high
level of individual efficacy to carry out financial management, it will be more responsible in
processing finances where financial management behavior can help individuals to avoid financial
problems. Hs: Financial Self-Efficacy Has a Positive Effect on Financial Management
Behavior

Status or position determines a person's position in the social structure, meaning that he
determines relationships with others. The status or position of a person, whether from the upper
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class or from the lower class of the status of others, affects his role (Nasution & Zahra, 2014).
The role of an individual's economic social status with that of other individuals is different. But
if a person has a good social then he will be responsible for all decisions taken, both financial and
other decisions. According to Henslin (2006) Three elements become different lifestyles, the
ability to live different lives and different points of view in assessing themselves and seeing the
world. Based on research conducted by Albeerdy & Gharleghi (2015) show the positive influence
of social economic status on financial management behavior. It was determined that teaching
good behavior, including financial behavior, from an early age is the most effective strategy to
enhance behavior (Nababan, 2012). A person's ability to manage his finances will improve with
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increasing social and economic position.
Hs: Social Economic Status Has a Positive Effect on Financial Management Behavior

A questionnaire distribution was used to gather the study's data, and SPSS statistical tools
were used to analyze the locus of control, financial knowledge, financial attitude, financial self-
efficacy, and social economic status of financial management behavior. This leads to the
illustration of the conceptual framework for this study in figure 1 below.

Ve

Locus of Control

N

Financial Knowledge

Financial Attitude

Ha (+)

Financial Self-Efficacy

Social Economic Status

Hs (+)

Figure 1. Research Framework

. Research Methodology
The 198.144 students enrolled in the Faculty of Economics and Business in the Daerah
Istimewa Yogyakarta make up the population of this study (Higher Education Database, 2020).
Students in the Faculty of Economics and Business's class of 2016 to 2021 have studied and taken
courses related to the fundamentals of finance, the sampling technique used in this study is
purposive sampling, which is based on the criteria that the respondent is a student in the Daerah
Istimewa Yogyakarta and is a member of the class of 2016 to 2021. Respondents totaling 92

pupils were gathered based on these sample parameters.

A survey given to students at the Faculty of Economics and Business in the Daerah
Istimewa Yogyakarta was used to collect the data for this study. Statements from each research
variable are provided in the questionnaire. The locus of control (LC) variable is represented by
six statement items taken from Rotter (1996), the financial knowledge (FK) variable by seven
statement items taken from Perry & Morris (2005), the financial attitude (FA) variable by seven
statement items taken from Rajna & Anthony (2011), the financial self-efficacy (FSE) variable
by six statement items taken from Forber & Kara (2010), the social economic status (SES)
variable by 12 statement items taken from Sugiharto et al. (2015), and the financial management

Financial Management
Behavior

J

behavior (FMB) variable by seven statement items taken from Xiao & Dew. (2011).

The validity, reliability, and study hypothesis were all tested using SPSS statistical
techniques during the data testing phase of this investigation. The Confirmatory Factor Analysis
(CFA) method was employed in this study to examine the instrument (validity test). According to
the criteria, each statement in the questionnaire is considered valid if the loading factor value is
greater than 0.5 (Ghozali, 2018). Then, reliability tests are performed by looking at each variable's
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Cronbach's alpha value. Each variable is deemed reliable if its Cronbach's alpha value is larger
than 0.6 (Ghozali, 2018). In this study, hypothesis testing was also done by examining the
probability value of each hypothesis. The hypothesis is deemed accepted or proven if the
probability value obtained from hypothesis testing is less than or equal to 0.05 (Ghozali, 2018).

4. Result and Discussion
Validity Test
The results of the validity test are displayed in Table 1 below. The loading factor value on
a number of statement items for each variable in this study had a value larger than 0.5, according
to the test results. The fact that some statement items in this study have loading factors that are
less than 0.5, however, prevents them from all being deemed genuine.

Table 1. Validity Test Result

LC3 0.668
LC4 0.585
LC6 0.694
FK1 0.751
FK 2 0.775
FK5 0.651
FK 6 0.854
FK7 0.691
FA3 0.741
FA 4 0.547
FAS 0.709
FSE 1 0.721
FSE 2 0.687
FSE 3 0.618
FSE 4 0.737
FSE 5 0.745
FSE 6 0.716
SES 4 0.551
SES 5 0.625
SES 6 0.788
SES7 0.721
SES 8 0.770
SES 9 0.840
SES 10 0.742
SES 11 0.736
SES 12 0.537
FMB 2 0.669
FMB 5 0.783
FMB 6 0.781
FMB 7 0.700

Reliability Test

Table 2 below shows the reliability test results. Every variable's loading factor value has a
Cronbach's alpha value that is more than 0.6. A variable is deemed dependable or reliable if its
Cronbach's alpha value is better than 0.6.

Table 2. Reliabiliti Test Result

Locus of Control 0.813

Financial Knowledge 0.809

Financial Attitude 0.817
EE—— |
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Financial Self-Efficacy 0.799
Social Economic Behavior 0.781
Financial Management Behavior 0.823
Hypothesis Test

The results of the hypothesis test are displayed in Table 3 below. Based on the results of
these tests, it is known that all hypotheses built in this study are declared accepted or proven. This
can be proven by the value of the coefficient on each hypothesis is a positive direction in
accordance with the formation of the hypothesis and also the significance value is less than 0.05.

Table 3. Hypothesis Test Result

Locus of Control —  Financial 0.950 0.097 0.717 9.757 0.000
Management Behavior
Financial Knowledge —  Financial 0.593 0.089 0.576 6.677 0.000
Management Behavior
Financial  Attitude @ —  Financial 0.702 0.093 0.621 7.520 0.000
Management Behavior
Financial Self-Efficacy — Financial 0.682 0.105 0.565 6.502 0.000
Management Behavior
Social Economic Status — Financial 0.374 0.050 0.623 7.564 0.000

Management Behavior

Discussion
The Effect of Locus of Control on Financial Management Behavior

The locus of control has an influence for students of economics and business faculties in
the Daerah Istimewa Yogyakarta in their financial management behavior. Students will make
better financial judgments if they have a strong locus of control, which will influence excellent
financial management behavior. It is imperative that sound financial management practices are
complemented by a strong locus of control. In the absence of a strong locus of control, students
may find it challenging to make prudent financial decisions that will lead to their current and
future financial success. Research by Chujan et al. (2022) demonstrates that the locus of control
has a favorable impact on financial management behavior, which is consistent with the findings
of this study. Individuals' views or perceptions are related to locus of control, which is based on
their ability to anticipate future events through decision-making based on current circumstances.
Every person needs to have a locus of control, which means that person is accountable for
whatever they do. It follows that the higher the locus of control, the better the financial
management behavior, since the more accountable the person, the more cautious he will be in
handling his finances (Mien & Thao, 2015). Financial decision makers are unlikely to have
financial troubles in the future if they are able to perform well, according to Chinen & Endo
(2012). Financial behavior should ideally be able to establish a priority scale of necessities that
are more significant than wants. Thus, it can be said that an individual has an acceptable locus of
control over the application of sound financial management behavior processing and is capable
of applying sound financial management behavior throughout his life.

The Effect of Financial Knowledge on Financial Management Behavior
Financial knowledge has an influence on students of the Faculty of Economics and
Business in the Daerah Istimewa Yogyakarta in their financial management behavior. Students
who possess sound financial knowledge are more likely to exhibit sound financial management
practices and make more informed financial judgments. It will be challenging for students to
spend their money wisely and effectively to attain success and wealth now and in the future if
they lack sound financial knowledge and financial management behaviors. The findings of this
|
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investigation are corroborated by Qamar et al. (2016). According to Asaff et al. (2019), financial
literacy positively influences financial management behavior. This indicates that people with
strong financial literacy would essentially comprehend and be knowledgeable about a wide range
of topics pertaining to the financial industry. As a result, it is appropriate to refer to financial
knowledge as one of the demands in the financial industry, particularly in light of the fact that
money is an integral part of today's modern world (Asaff et al., 2019). According to Asaff et al.
(2019), money has evolved into a crucial instrument for transactions aimed at satisfying wants,
yet many people are still stuck in consumerism and are unable to handle their money sensibly. In
addition to informal parents, classmates, and coworkers, formal education can be obtained from
a variety of sources, including college courses, financial seminars, extra tutoring outside of the
classroom, and other sources (Keller & Staelin, 1987). Based on various interpretations provided
by the experts, financial knowledge can be defined as an understanding of economics connected
to financial knowledge acquired through formal education, including classes, seminars, lectures,
and extra tutoring. The goal of financial knowledge is to develop financial skills and tools that
will enable effective and efficient financial management for the establishment of a welfare life.

The Effect of Financial Attitude on Financial Management Behavior

Financial attitude has an influence for students of the Faculty of Economics and Business
in the Daerah Istimewa Yogyakarta in their financial management behavior. Students that possess
a good adequate financial attitude will also exhibit strong financial management behavior, leading
to more informed financial decision-making. It will be challenging for students to spend their
money wisely and effectively to attain success and wealth now and in the future if they lack a
positive financial mindset and sound financial management practices. Research by Pham et al.
(2012), which found that financial attitude positively affects financial management behavior,
corroborates the findings of this study. People with a positive financial attitude will, in general,
have a mindset and outlook on money going forward, and they will constantly strive to manage
money properly. The higher the individual's financial attitude, the higher the individual's financial
management behavior (Asaff et al., 2019). For instance, people may believe, judge, or otherwise
feel that saving money is not worthwhile. A person's financial attitude can influence their financial
management behavior and how they handle different everyday financial issues. As a result, it can
be concluded that those with better financial attitudes will generally respond to financial issues
wiser and more responsibly, as demonstrated by their ability to make sound financial decisions
throughout their lives, particularly when it comes to financial management behavior (Asaff et al.,
2019). Attitude is influenced by individual mental states, viewpoints, and assessments on personal
finances (Pankow, 2003). His actions will be determined by his thought, reasoning, and financial
assessment processes. When it comes to making financial decisions, an individual's financial
management behavior increases with his or her attitude toward money. People who have a positive
financial attitude typically have a positive outlook on money, which includes not using money as
a means of problem-solving (Power-Prestige), not wanting to spend money (Retention Time), not
viewing money as a source of uncertainty and mistrust, having a positive outlook on the future
(Quality), and not viewing money as a source of anxiety. These traits enable them to manage
money wisely, balancing spending and income, setting aside savings and investments, and
managing money for the welfare of their lives (Templer, 1986).

The Effect of Financial Self-Efficacy on Financial Management Behavior

Financial self-efficacy has an influence for students of the Faculty of Economics and
Business in the Daerah Istimewa Yogyakarta in their financial management behavior. With
financial self-efficacy that is good enough, it will have an impact on good financial management
behavior, students will be wiser in making decisions about their finances. Good financial
management behavior must be equipped with good financial self-efficacy as well. Without good
financial self-efficacy in financial management behavior, it will be difficult for students to make
effective and wise decisions about the use of the money they have to achieve success and
prosperity both now and in the future. The results of this study are supported by research
conducted by Qamar et al. (2016) Research shows that financial self-efficacy has a positive effect
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on financial management behavior. It shows that students with high financial self-efficacy have
significantly greater financial optimism for the future and are less likely to feel depressed. This
suggests that financial self-efficacy will influence student behavior in the future. In addition to
influencing student behavior in the future, financial self-efficacy is also a person's sense of
confidence in his capacity to manage his finances well and to achieve his financial goals. When a
person's level of confidence is high, then someone will be motivated to do something to achieve
the desired goal. So that the higher the financial self-efficacy, the more responsible the individual
will be in managing finances.

The Effect of Social Economic Status on Financial Management Behavior

Social economic status has an influence for students of the faculty of economics and
business in the Daerah Istimewa Yogyakarta in their financial management behavior. With a good
social economic status, it will have an impact on good financial management behavior, students
will be wiser in making decisions about their finances. Good financial management behavior must
be equipped with a good social economic status as well. Without a good social economic status
in financial management behavior, it will be difficult for students to make effective and wise
decisions about the use of their money to achieve success and prosperity both now and in the
future. Socioeconomic status is an individual's position in a hierarchical social structure (Singh et
al., 2017). Research conducted by Guitter et al. (2009) financial knowledge, financial attitudes,
and financial behavior between students who have high, medium and low socioeconomic status
shows differences in meaning that students with high socioeconomic status, will also have high
financial knowledge, financial attitudes, and financial behavior. Research conducted by Albeerdy
& Gharleghi (2015) shows that parents are socialization agents in family financial education.
Many studies show that a parent's socioeconomic status can have a positive impact on their
children's behavioral development. The cause of making bad financial decisions is basically the
result of a lack of knowledge about finance from an early age.

5. Conclusion
All of the study's hypotheses can be accepted based on the findings of the research outlined
above. Each of the putative determinants of financial management behavior has been shown to
have a favorable impact. Students at the Faculty of Economics and Business in the Daerah
Istimewa Yogyakarta may practice financial management behavior due to their increased locus
of control, financial knowledge, attitude, self-efficacy, and social economic position.
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