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Abstract—This study aims to examine financial literacy in
millennials in Indonesia. The dependent variable used in this
study is a propensity for indebtness. The independent variable
used is financial literacy as measured by financial behaviour,
financial attitude and financial knowledge. Variables that act as
independent dependent variables are materialism and compulsive
buying. The sample of this study used 535 respondents who used
a purposive sampling method. The data analysis model used is
structural equation modelling (SEM). The results of this study
indicate that financial literacy has a negative impact on
propensity to indebtedness, materialism has a positive impact on
compulsive buying, compulsive buying has a positive impact on
propensity to indebtedness, materialism has a positive impact on
compulsive buying, financial literacy has a negative impact on
materialism and literacy finance has a positive impact on
compulsive buying. Therefore, raising the level of financial
literacy from an early age on individuals through financial
education can lead a prosperous life and can be effective in
minimizing negative behaviours such as compulsive buying,
materialism, and propensity to indebtness. This research is
unique and innovative in so far as measuring the direct impact of
financial literacy is very influential on other factors such as
compulsive buying, materialism, and propensity to indebtedness
which is that financial literacy has a far more significant impact
than shown by other academic studies, especially on the
millennial generation in Indonesia.
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I. INTRODUCTION

Consumers must face complex financial decisions at an
early age in the current economic environment, so they are not
easily affected by the global financial crisis. The National
Economy will not be easily affected by the global financial
crisis if people understand the financial system.
Misunderstanding in managing finances caused many people to
suffer financial losses, as a result of excessive spending and
consumption, unwise use of credit cards, and calculating the
difference between consumer credit and bank loans. In
Indonesia, the level of financial literacy is still below that of
other ASEAN countries, even though Indonesia has the largest
population in Southeast Asia. The level of financial literacy in

Indonesia can be said to be low, because only 21.7% compared
to the Philippines which is above 30% and in Malaysia around
60% -70%. The low level of financial literacy can be caused by
the lack of balance between the level of public awareness of
managing their finances and this financial literacy will
adversely affect the prosperity of the people [1].

Financial literacy aims to increase and expand knowledge
of understanding about managing finances so as to create
prosperity and the realization of a desire to invest. The level of
financial literacy can be seen from how well the individual is
able to use, determine the funds for spending, manage life
risks, manage their assets, and prepare for the security of
financial resources in the future [2]. One way to increase
understanding of financial literacy besides taking part in
financial education and investing is to use current financial
technology facilities [3]. Financial technology companies have
big opportunities in Indonesia because technology is very
inherent in Indonesian society today. Based on data from the
2016 Indonesia Fintech Report, it is stated that 18.86% of
Indonesian people have utilized the services of financial
technology and the benefits of financial technology itself, one
of which is that people will be more familiar with digital
financial products [4]. The community itself can choose
financial products according to their wants and needs that can
help financial management and to invest that can help all
people including. The level of financial literacy will vary
according to demographic characteristics, one of which is age
which greatly determines people's point of view of something,
including the millennial generation. Therefore, an individual
may have financial knowledge, but to be considered capable of
financial processing must have the abilities and beliefs needed
to be able to apply financial knowledge to every decision that
will be made [5] and financial literacy can benefit individuals
and family, because if individuals with a high level of financial
knowledge, then they will tend to be able to manage their
finances better [6].

Individuals with low levels of financial literacy tend to be
more propensity to independebtness which refers to it being
easier to make loans and will continue to do so without
thinking of the limits [7]. In addition, those who are more
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consumptive at a young age because of the low level of
financial literacy can hamper the wealth of the individual in the
future.  Specifically, materialism behaviour influences
compulsive buying behaviour, because consumers who do not
have the ability to control their desires and purchases will tend
to behave extravagantly. On the other hand, compulsive buying
also has a direct impact on propensity to indebtness. This
happens when consumers tend to prefer to behave
consumptively and continuously without regard to their
financial condition, so they will be easier to buy by way of debt
in the form of credit cards or bank loans or loans to other
individuals which will lead to financial problems [8], even
compulsive buying can cause serious financial debt [9].
Materialism can influence compulsive buying behaviour which
refers to someone with very materialistic values who believe
that the acquisition of material goods is the primary life goal,
the main indicator of success and the key to happiness [9].

In addition, financial literacy can reduce or even prevent
loan problems, because prevention is far more effective than
fixing it later. With financial literacy, it is expected that
individuals can design their finances as well as possible and
can reduce the level of delinquency on loans [8]. This study
will examine the impact of financial literacy on financial
behaviour on millennial generation in Indonesia. The study was
conducted with variables of financial literacy, propensity to
indebtness, materialism and compulsive buying conducted by
millennials in Indonesia. This research is innovative in so far as
measuring the direct impact of financial literacy is very
influential on other factors such as compulsive buying,
materialism and propensity to indebtness which is that financial
literacy has a far more significant impact than shown by other
academic studies, especially on millennial generation in
Indonesia. It is hoped that the millennial generation will be able
to process or control its finances properly so as not to lose
money in the future.

Il. LITERATURE REVIEW

Research shows that there is a positive influence between
poor financial literacy and propensity to indebtness[10]. The
lack of financial literacy was found to result in higher costs,
bad loans and loan arrears. Previous studies analysing the
negative relationship between financial literacy and consumer
credit, also found evidence that individuals who obtain loans at
higher costs are those who have lower levels of financial
education and also those who have more propensity to
indebtness [8]. Other research also shows that low individual
financial literacy is negatively related to propensity to
indebtness which means that individuals easily make the
decision to make credit in Disney and Gathergood [11].

H1: There is an impact between financial literacy on
propensity to indebtness

Materialism is a major factor causing propensity to
indebtness [9]. In those who have a materialistic attitude have
an attitude that cannot control themselves against the use of
credit and are more susceptible to propensity to indebtness
states that individuals with a higher level of materialism have a
positive relationship with propensity to indebtness, i.e. the
higher the level of materialism of eating will increasingly high
also propensity to indebtness [8]. Consumers who are very
materialistic are more likely to have a wasteful nature that
spends more money and is more easily indebted which causes a
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positive effect on propensity to indebtness, because the higher
the attitude of materialism in individuals, the higher the level of
propensity to indebtness [12]

H2: There is an impact between materialism on propensity
to indebtness

Excessive product purchases for individuals and
unnecessary purchases cause budget constraints that will lead
to proportions to indebtness which if not resolved will harm the
individual himself. High compulsive buying will have a
positive impact on propensity to indebtness which means
individuals who are more consumptive and high levels of
depression and stresses that the higher compulsive buying of
individuals will lead a person towards propensity to indebtness
[8]. Individuals who experience the character of compulsive
buying have an irresistible desire, a repeated and strong urge to
continue to buy goods. These goods are often not useful or
even not used because of the many product offerings and prices
that if it cannot be controlled will increase the level of
propensity to indebtness [7]. For individuals who have a soul as
compulsive buying will have a positive impact with propensity
to indebtness because of the use of irrational loan products [13]

H3: There is an impact between compulsive buying on
propensity to indebtness

Materialism can be associated with compulsive buying in
which individuals lose control of the urge to want to buy
products continuously and excessively even though there will
be adverse risks. Materialism is positively correlated with
compulsive buying, which shows that the more the individual
has a high level of materialism, the higher the possibility for
the individual to become compulsive buying [14]. A high
frequency of compulsive buying is found in individuals with
strong materialism values [8]. Individuals who have the attitude
of materialism have a chronic tendency to spend outside of
individual needs that lead to the pleasure and satisfaction of
these individuals which makes materialism a positive effect on
compulsive buying [13].

H4: There is an impact between materialism on compulsive
buying

Materialism attitude in individuals is required to negate the
values of materialism, financial education is considered to
influence the prevention of materialism because in the
knowledge of financial literacy are taught various ways for
how to manage finances well and get prosperity in the future.
With financial literacy, it is expected that individuals can make
financial budgets for their future as well as possible, which
means that a high understanding of financial literacy will have
a negative impact on materialism [8]. Lack of awareness of the
importance of financial literacy can foster an attitude of
materialism aimed at showing off their status or for the
individual to be happy without thinking about long-term
financial effects [15]. Materialism's attitude encourages
individuals not to think about or consider the consequences
first, which occur due to lack of financial literacy. Therefore,
researchers find that high knowledge about financial literacy
will negatively impact the level of materialism in individuals

[al.

H5: There is an impact between financial literacy on
materialism
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Knowledge of financial literacy obtained through education
in formal and informal education and suggested as a way to
reduce compulsive buying and individuals who are included as
compulsive buying may not apply financial literacy practices.
Those who spend excess money tend to have a low level of
knowledge in knowledge about financial literacy. In particular,
financial literacy learning and training can have a negative
impact on compulsive buying for individuals [8]. If individuals
do not have a plan or are not aware of the importance of saving
in the future, including individuals who have a compulsive
buying attitude that will quickly spend their income when they
have received it [2]. In addition to the lack of knowledge about
financial literacy that has a negative impact, many individuals
who cannot control themselves to not have a compulsive
buying attitude because of the increasing development of
technology that uses for promotion and sales through the
internet and social media [16].

H6: There is an impact between financial literacy on
compulsive buying

I1l. METHODS

The population in this study is the millennial generation in
Indonesia who was born in 1981 to 2000, which means the age
group of 19-39 years which includes the productive age. The
number of members of the population is not known clearly,
because the number is very much, so this study took a sample.
The sampling technique in this study uses a purposive sampling
method that meets certain criteria, namely only individuals
belonging to millennial generation and individuals who have
done a type of loan that is often done, one of the sources
coming from commercial banks, savings and loan cooperative
banks, finance company’s sales, pawnshop or friends and
relatives (relatives). The questionnaire will be distributed
online by distributing questionnaire links using Google forms.

Questionnaires were distributed as many as 795
questionnaires, but questionnaires that could only be used were
535 questionnaires because as many as 250 respondents had
never used loans and 10 respondents were not included in the
millennial generation. The analysis method used in this study is
the Structural Equation Model (SEM) using the AMOS 24
program. SEM is a model that seeks to explain the relationship
between variables that previously tested the validity and
reliability. Measurements made to obtain the results of
financial literacy respondents measured in 3 ways namely with
financial attitude, financial behaviour and financial knowledge,
then the propensity to indebtedness, materialism and
compulsive buying variables with the Likert scale
questionnaire methods.

IV. RESULTS AND DISCUSSION
A. Result

The level of financial literacy in the Millennial generation
in Indonesia is high, in the amount of 274 respondents with a
percentage of 51.2%, which includes moderate as many as 261
respondents with a percentage of 48.8% and none of which is
low. The results of H1 from research that has been done show
that there is a negative influence of financial literacy on
propensity to indebtness as indicated by a p-value of 0.000 0.05
and with an estimated value of -0.268 means the results of this
study indicate that there is a negative influence between
financial literacy and consumer credit which means that
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individuals who obtain loans at higher costs are those who have
a lower level of financial education and also those who have
more propensity to support. The H2 results from the research
that have been done show that there is a positive influence of
materialism on propensity to indebtness which is indicated by
the p-value of 0.0395 0.05 and with an estimated value of
0.371, it means that the results of this study state that people
who have a materialistic attitude have an attitude that is not can
control themselves against the use of credit and more
susceptible to propensity to indebtness states that individuals
with a higher level of materialism have a positive relationship
with propensity to indebtness, i.e. the higher the level of eating
materialism, the higher the propensity to indebtedness. The
results of H3 from the research that have been done show that
there is a positive influence of compulsive buying on
propensity to indebtness as indicated by the p-value of 0.000
0.05 and with an estimated value of 0.863 means that the
results of this study reveal that excessive product purchases for
individuals and purchases that are not in need to cause budget
constraints that will lead to propensity to indebtness which if
not resolved will harm the individual himself and individuals
who are more consumptive behaviour and high levels of
depression and confirms that the higher compulsive buying of
individuals will lead someone towards propensity to
indebtedness. The results of H4 from the research that have
been done show that there is a positive influence of materialism
on compulsive buying as indicated by the p-value of 0,000 0.05
and with an estimated value of 2,771, meaning that the results
of this study indicate that a high frequency of compulsive
buying attitudes is found in individuals with materialism values
the strong one. Individuals who have an attitude of materialism
have a chronic tendency to spend outside individual needs
which leads to individual pleasure and satisfaction. The results
of H5 from the research that have been done show that there is
a negative influence of financial literacy on materialism as
indicated by the p-value of 0.0001 0.05 and with an estimated
value of -0.110 means the results of this study that with
financial literacy, individuals can create financial budgets for
the future they do their best which means that a high
understanding of financial literacy will negatively impact
materialism. The results of H6 from the research that have been
done show that there is a positive influence of financial literacy
on compulsive buying as indicated by a p-value of 0,000 0.05
and with an estimated value of 0.566 means that individuals
with better financial literacy tend to use more financial
products and services and also have positive behaviour in
financial literacy. However, it is possible that financial
knowledge alone is not enough to avoid compulsive buying
behaviour.

TABLE I. RESULT OF HYPOTHESIS TESTING
Hypothesis Estimate p-value Decisions
H1: There is an impact between | -0.268 0.000 HO1 Rejected
financial literacy on propensity to
indebtness
H2: There is an impact between | 0.371 0.039 HO02 Rejected
materialism on propensity to
indebtness
H3: There is an impact between | 0.863 0.000 HO3 Rejected

compulsive buying on propensity
to indebtness

H4: There is an impact between | 2.177 0.000
materialism on compulsive buying

HO4 Rejected

H5: There is an impact between | -0.110 0.0001 HO5 Rejected
financial literacy on materialism

H6: There is an impact between | 0.566 0.000 HO6 Rejected
financial literacy on compulsive

buying
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V. CONCLUSION

Based on the results of this study which aims to examine
the effect of the dependent variable, namely propensity to
indebtness with financial literacy as an independent variable
measured by financial behaviour, financial attitude and
financial knowledge as well as materialism and compulsive
buying as the independent dependent variable on the millennial
generation in Indonesia. So, it can be concluded that financial
literacy has an influence on the propensity to indebtness,
materialism, and compulsive buying. This means that the level
of financial literacy greatly affects the lifestyle of the
millennial generation because the higher level of financial
literacy will reduce the negative things that will have a bad
impact in the future. Therefore, educational institutions need to
teach early on personal financial management skills with
special courses and seminar activities so that not every
individual does not lose money in the future and can live in
prosperity and can effectively minimize negative behaviours
such as compulsive buying, materialism.
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