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ABSTRACT 

The purpose of this study was to examine and analyze the influence of financial knowledge and income on the 

behavior of financial management with the locus of control as an intervening variable. The sampling method 

used in this study is non-probability sampling, which is purposive sampling. Data was collected using a 

questionnaire. Data analysis used multiple regression. For data processing, the application of SmartPLS version 

3.2.8 was used. The results of this study indicate that locus of control mediates the effect of financial knowledge 

on the behavior of financial management as well as the effect of income on the behavior of financial 

management. 
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1. INTRODUCTION 
 

Developed countries are a reflection of the progress of their 

citizens in all aspects of life. Economic indicators are 

generally used as a reference, such as the amount of per 

capita income. The higher the income per capita, the more 

prosperous the people will be, and the more developed the 

country will be. The income generated by each person can 

be allocated for consumption, savings, and investment. If 

the income earned is managed with the right allocation, it 

will have an impact on the welfare of individuals and 

society. If a portion of the income is saved, the bank can 

channel loan funds so that it can enhance the economic 

activities. Likewise, if a portion of the income is allocated 

for investment, the economic activities will develop further 

and can generate returns on investment. Saving and 

investment behavior has a major contribution to the 

financial system and affects the progress of a country. 

However, if the income is consumed, then do not expect the 

economic activities to develop rapidly. Companies find it 

difficult to get loans and investment capital, except with the 

high cost of capital. This weakens the company's 

competitiveness as well as the company’s growth. The 

results of a survey conducted by the GoBear platform reveal 

the financial behavior of Indonesian people. The survey was 

conducted on respondents aged 18-65 years, who are 

gender-balanced, have monthly income, and internet access. 

The results of the GoBear Financial Health Index study 

reveal an interesting finding, namely that at the age of 35, 

Indonesians have not started financial planning, and at the 

age of 41, they have just started financial planning related 

to retirement. The Indonesians feel financially secure on a 

scale of 7.5 out of 10. However, only 37% of them have 

savings to meet their needs for more than 6 months, if they 

lose their main source of income [1]. 

The behavior of financial management anomaly is a widely 

discussed issue in contemporary financial management. 

Consumptive behavior of society can endanger the 

economic security of society in the long run, especially if 

this consumptive behavior is also carried out by middle and 

high-income people. It can be relatively understood if 

consumptive behavior is carried out by people with low 

income. The allocation of income to meet the consumption 

of basic needs cannot be avoided or even reduced. As a 

result, people with low income do not have any balance to 

save, let alone invest. However, for people who have a locus 

of control, this is not an obstacle to saving or investing. The 

limitations of income sources can be balanced by educating 

them so that they have the financial knowledge to be more 

selective in consuming and trying to find new sources of 

income. 

Based on previous research, financial knowledge influences 

the behavior of financial management  [2], while the 

research conducted by Al-Kholilah and Iramani [3] proved 

that financial knowledge doesn't have a significant 

influence on the behavior of financial management. Income 

influences the behavior of financial management  [4] 

whereas Ida and Dwinta's [5] research results show that 

income does not affect the behavior of financial 

management. The research conducted by Besri [3] shows 

that locus of control influences the behavior of financial 

management.  

Based on this background, this study has two objectives. 

The first is to determine the ability of locus of control in 

mediating the effect of financial knowledge on the behavior 

of financial management. The second is to determine the 

ability of locus of control to mediate the effect of income on 

the behavior of financial management. 
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1.1. Theoretical Review 
 

The behavior of financial management of each individual is 

very diverse. There are relevant theories to explain the 

determinants of behavior. Ajzen [6] suggested that the 

theory of planned behavior can be used to predict whether 

people will do or will not do something. This theory uses 

three constructs as the antecedents of intention, namely 

attitudes towards behavior, subjective norms, and perceived 

behavioral control when conducting the behavior. However, 

this theory also suggests directly that the perceived ability 

to control everything can influence behavior to do or not to 

do something. This theory also explains that attitudes 

toward behavior, subjective norms and perceived 

behavioral control can influence one another. The 

perception of behavioral control is a person's feeling about 

whether it is easy to manifest a certain behavior and this 

perception is determined by individual control beliefs 

regarding the availability and size of the role of resources in 

form of tools, compatibility, competence, and opportunities 

(control belief strength) that can support or inhibit the 

behavior to be predicted [7]. 

The behavior of financial management is the ability of each 

person to organize daily planning, budgeting, inspection, 

management, control, search, and storage of financial assets 

[3]. The behavior of financial management is related to an 

individual’s financial responsibility in managing his or her 

finances [8]. An individual's behavior of financial 

management will be reflected in the search, use, storage, 

and investment as a form of financial accountability. 

Locus of control is related to a person's belief that success 

in doing everything depends on the person’s efforts [9]. 

Locus of control is the level of individual confidence in self-

determination [10] [11]. Furthermore, someone, who has an 

internal locus of control, has control of anything that 

happens to him/her, while a person who has an external 

locus of control, that / believes that whatever happens is 

controlled by the outside forces such as opportunities and 

good luck. 

Financial knowledge is a person's skill in managing 

finances so that his / her life will be more prosperous in the 

future [12]. Financial knowledge is a person's ability to 

make effective decisions with the funds possessed [13]. 

Based on this opinion, financial knowledge is the ability and 

skills that a person has in managing finances to become 

more prosperous. 

Income is an economic benefit that has increased in one 

period, in form of an increase in assets, income, or liabilities 

that must be paid/decreased so that the equity increases, 

whereas this increase does not come from an investment 

[14]. Income in an accounting period is an increase in 

economic benefits in the form of a decrease in liabilities, 

income, and addition of assets, whereas the equity has 

increased, but the increase in equity comes from investors 

[15]. Based on this opinion, income is the result of work 

carried out by someone on activities that provide the 

increased economic benefits. 

In an investment decision-making system, it shows that 

individual characteristics such as locus of control influence 

the decisions. Individuals who have an internal locus of 

control need more information in decision making than 

those who have an external locus of control [16]. 

Information needed by individuals can be in form of 

financial knowledge or income. Thus, the knowledge of 

finance and income will determine locus control and 

subsequently affect the behavior including the behavior of 

financial management. 

 

1.2. Relationship Between Variables 

 

1.2.1. Locus of control intervenes in the influence 

of financial knowledge on the behavior of 

financial management. 
 

Based on the planned-behavior theory [6], the behavior is 

influenced by perceived behavioral control, and perceived 

behavior control is determined by control belief. Control 

confidence can be formed by studying everything that can 

increase the knowledge, such as financial knowledge. Al-

Kholilah and Iramani [3] stated that the control center 

influences the behavior of financial management, while 

financial knowledge does not influence the behavior of 

financial management. Perry and Morris [17] said that the 

control center and financial knowledge influence the 

behavior of financial management. 

Based on the results of these studies, the control center 

influences the behavior of financial management, while the 

variables of knowledge and income still have pro and contra 

effects on the behavior of financial management. If it is 

connected to the planned behavior [6], the knowledge 

possessed by individuals will be able to increase locus of 

control so that it affects the decisions that are reflected in 

their behavior of financial management. 

Based on this explanation, the following hypothesis can be 

formulated: 

H1: Locus of control intervenes in the influence of financial 

knowledge on the behavior of financial management.  

 

1.2.2. Locus of control intervenes in the effect of 

income on the behavior of financial management. 
 

A person's behavior in financial management is influenced 

by the locus of control and income. In line with the planned-

behavior theory [6], locus of control owned by individuals 

can mediate the effect of income on the behavior of 

financial management. Hilgert, et al. [18] stated that low-

income respondents are more likely to report bill payments 

not on-time compared to high-income individuals. 

Individuals with high income tend to behave more wisely 

and are responsible for managing their finances. Besides, 

Aizcorbe, et al. [19] stated that low-income families are less 

likely to show saving behavior. Individuals who have wise 

and responsible in the behavior of financial management 

will save, make budgets, and control their spending. 

Al-Kholilah and Iramani's research [3] stated that only the 

control center influences the behavior of financial 

management while the income does not. Ida and Dwinta's 
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research [5] stated that income does not affect the behavior 

of financial management. Based on the planned-behavior 

theory and the research results, it is possible that if the locus 

of control is used as an intervening variable, then the 

income will influence the behavior of financial management 

Based on this explanation, a hypothesis can be made as 

follow: 

H2: Locus of control intervenes in the effect of income on 

the behavior of financial management.  

 

1.3. Research Framework 
 

Based on the theory and the relationship between the 

variables described above, this research framework can be 

developed as follow. 

 

Figure 1 Research Framework 
Source: Compiled from various references 

 

1.4. Methodology 
 

This research is the quantitative type with a non-

experimental research design. The population of this 

research is people who live in West Jakarta, Indonesia, as 

employees, entrepreneurs, students who are working or self-

employed. The research sample was determined using a 

non-probability sampling method with a purposive 

sampling technique with the criteria that respondents who 

live in West Jakarta have after-tax income between IDR 5 - 

10 million per month. In this study, the sample size is 100 

people. The data collection technique uses a questionnaire. 

In this study, the questionnaire was submitted to 

respondents via Google Form. The answer to each question 

to measure the variables in this study used an ordinal scale 

of 1-5 consisting of the scales of 1-strongly disagree, 2-

disagree, 3-neutral, 4-agree, and 5-strongly agree. The 

analytical method used is multiple regression. Data 

processing used SmartPLS version 3.2.8. 

In the variable of the behavior of financial management, the 

indicators are: making adequate financial records; recording 

daily receipts and expenses/expenditures chronologically; 

arranging a budget so that it can be used for 1 month; 

conducting a price survey before shopping; expenses are 

less than income; some expenses that are incurred should 

not be needed, and allocating some fund for unexpected 

expenses in savings [3]. In the variable of financial 

knowledge, the indicators are: financial knowledge is very 

important for the welfare and success of a person both now 

and in the future; the regional minimum wage only applies 

to low-level employees in a company; the benefits of 

financial budgeting are the direct use of money and waste 

avoidance; the level of education in the world of one's work 

has a very significant effect on one's income [13]. In the 

income variable, the indicators are sufficient income for 

daily needs; having more income to save; having more 

income to invest; managing the income efficiently; the 

income earned is by responsibilities [15]. In the locus of the 

control variable, the indicators are: financial arrangements 

are driven by life around; being able to do whatever is 

already in the mind; what happens in the future depends on 

oneself, and having little control over what happens to 

yourself [9]. The answer to the statement of each variable’s 

research indicator uses a Likert-scale between 1 to 5. Score 

1 indicates strongly disagree, and score 5 indicates strongly 

agree. 

 

2. THE RESULTS OF DATA ANALYSIS 

AND DISCUSSION 

 

2.1. Descriptive Statistics of Respondents' 

Demographics 

 
Table 1 presents the characteristics of respondents based on 

age. Based on this data, from the total respondents as many 

as 100 people, 82% were 18-25 years old, 15% were 26-33 

years old, and only 3% were over 33-41 years old. The 

majority of respondents who are young (aged 18-25 years) 

will be able to provide an overview of their behavior of 

financial management related to the use of their income. 

Furthermore, Table 1 shows the gender of the respondents. 

Based on this table, 61% are females and 39% are males. It 

is interesting to observe the respondents regarding their 

financial behavior. The analysis will be carried out if the 

respondent is unknown. If the respondents are gender-

balanced, it is relatively more complicated to analyze 

between the independent and the dependent variable. 
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Table 1 The Characteristics of Respondents 
 

Age Gender 

Interval 

(years) 

Amount 

(%) 

Type Amount 

(%) 

18 - 25 

26 - 33 
34 - 41 

   > 41 

82 

15 
  3 

  - 

Female 

Male 

69 

31 

 

Employment 

Type Amount 

(%) 

Staff 

Entrepreneur 

67 

33 
 

Source: Processed Primary Data 

 

Table 1 also shows the gender of the respondents. Based on 

the table, 61% are females and 39% are males. It is 

interesting to observe the majority of respondents, namely 

the females in their financial behavior. The table also shows 

the composition of respondents by their types of work. 

Based on this, the majority of respondents were 67% as 

employees, while the rest were 33% as entrepreneurs. The 

results of this study will be colored with an overview of the 

behavior of financial management of employees compared 

to entrepreneurs. 

Based on this table, the behavior of financial management 

studied has some characteristics, namely majority 

respondents had the after-tax income between IDR 5 - 10 

million, the majority age was 18-25 years old, the majority 

gender is female, and the majority job type was an 

employee. 

 

2.2. Convergent Validity Test 
 

To assess the results of convergent validity test, loading-

factor, common factor, communality, and average variance 

extracted (AVE) can be used. The test results are based on 

the loading-factor, whereas each indicator is considered 

valid if it has the value > 0.7. However, for early-stage 

research, a loading-value between 0.5 - 0.6 is considered 

sufficient, or in the allowed range. The loading factor value 

is at a sufficient level or in the allowed range, which is > 

0.5. Meanwhile, the test results with a value of communality 

> 0.5 and the average variance extracted (AVE) > 0.5, are 

required so that the analysis of these factors can be done 

[20]. 

In this study, the convergent validity test results have the 

smallest loading-factor of 0.729 for the indicators of the 

behavior of financial management. This means that the 

indicators of the variables used in this study are valid or 

have met the requirements of convergent validity. The 

values obtained for communality and AVE are greater than 

0.5 so that the indicators in this study were proven to 

measure the latent variable constructs. The results of the 

convergent validity test, which includes loading-factor, 

average variance extracted (AVE), and communality show 

that all indicators are valid. 

 

2.3. Discriminant Validity Test 

 
According to Irwan and Khaeryana [21], an indicator is 

declared the most valid if it has the highest factor-loading 

in the intended construct, compared to that in other 

constructs. In this study, the biggest factor-loading of the 

income variable (X2) is 0.865, compared to the locus of the 

control variable (X3) factor-loading which is 0.854, the 

financial knowledge (X1) factor-loading which is 0.850, and 

then the behavior of financial management  (Y) factor-

loading which is 0.841. 

 

2.4. Reliability Test 

 
The reliability test in this study uses two methods, namely 

Cronbach's Alpha and composite reliability. According to 

Irwan and Khaeryana [21], the reliability test is carried out 

to measure the consistency of measuring instruments of a 

research concept. The value of Cronbach’s alpha and 

composite reliability must be higher than 0.7, but the value 

of 0.6 is still in the allowed or acceptable range. 

In this study, the Cronbach's alpha value for all variable 

constructs is greater than 0.7 so that each variable could be 

considered reliable. The composite reliability for the 

constructed variable is above 0.7 so that each variable can 

be considered reliable as well. The results of the reliability 

tests, both Cronbach's Alpha, and composite reliability 

show that each variable has met the reliability requirement. 

 

2.5. Test the Coefficient of Determination (R-

Square (R2) 

 
The coefficient of determination test is carried out to see 

how much the ability of the independent variable to 

influence the dependent variable. The R² value in the 

behavior of the financial management variable is 0.816, 

which means that 81.6% variation in the behavior of the 

financial management variable can be explained by the 

variation in financial knowledge, income, and locus of 

control variables. Meanwhile, the remaining 18.4% 

variation in the behavior of financial management can be 

explained by other variables out of the scope of this 

research. 

 

2.6. Hypothesis Testing 

 
The t-test is conducted to determine the effect of the 

independent variable and/or mediation on the dependent 

variable. The mediation variable shows a significant level if 

the t-statistical value is greater than 1.96 for the two-tailed 

hypothesis testing, and 1.64 for the one-tailed hypothesis 

testing, with the 5% alpha (α). Table 2 below shows the 

statistical t-test results for each variable.  
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Table 2 Results of Intervention Effect Estimation - Path 

Coefficient   
 Original 

Sample 

(O) 

Sample 

Mean  

(M) 

Standard 

Deviation 

(STDEV) 

T Statistics 

(|O/ 

STDEV|) 

P- 

Values 

FK-

LoC- 

BFM 

 

 

0.086 
 

0.085 
 

0.040 
 

2.140 
 

0.033 

I- 

LoC- 

BFM 

 

 

0.165 
 

0.156 
 

0.055 
 

2.996 
 

0.003 

Note: 
FK-LoC-BFM: Financial knowledge-Locus of Control-The Behavior 

of Financial Management  

I-LoC-BFM: Income-Locus of Control-The Behavior of Financial 
Management  
Source: SmartPLS output version 3.2.8 

 
Based on the table, using a confidence level of 95%, the p-

value is 0.033 (< 0.05) for the financial knowledge - a locus 

of control - the behavior of financial management. Thus, H1 

was accepted, that is, locus of control intervenes the effect 

of financial knowledge on the behavior of financial 

management. This result indicates that locus of control as 

an intervening variable can strengthen the influence of 

financial knowledge on the behavior of financial 

management.  

At the 95% confidence level, the p-value is 0.03 for the 

income - locus of control - the behavior of financial 

management. Thus, H2 was accepted, that is, locus of 

control can intervene the effect of the income on the 

behavior of financial management. This result indicates that 

the locus of control variable can strengthen the influence of 

income on the behavior of financial management. 

 

2.7.  Discussion 
 
The discussion of the results of this study was carried out 

by comparing the results of hypothesis testing with previous 

research and relevant theories.  

 

2.7.1.   The influence of financial knowledge on 

the behavior of financial management with the 

locus of control as an intervening variable. 

 
Based on the results of data analysis, it shows that at the 

95% confidence level, locus of control significantly 

intervenes in the effect of financial knowledge on the 

behavior of financial management, because the p-value is 

0.033 (<0.05). This result indicates that H1 was accepted, 

meaning that the locus of control as an intervening variable 

can strengthen the influence of financial knowledge on the 

behavior of financial management. This result is in line with 

the planned behavior theory put forward by Ajzen [6]. The 

individual's belief that his or her success in performing the 

behavior of financial management depends on the efforts to 

acquire financial knowledge. The higher the financial 

knowledge is, the more confident someone will succeed so 

that this belief is what drives the more appropriate the 

behavior of financial management. The result is also in line 

with the opinion of Handoyo [16], that the higher financial 

knowledge means that someone has adequate information, 

which will determine the high locus of control as a 

reflection of its characteristics. This will provide a strong 

impetus for individuals to shape their behavior in financial 

management. Thus, the result of this study supports the 

theory of planned behavior. 

 

2.7.2. The effect of income on the behavior of 

financial management with the locus of control 

as an intervening variable. 
 
Based on the data analysis that has been done, it shows that 

at the 95% confidence level, income significantly mediates 

the effect of financial knowledge on financial management 

behavior, because the p-value is 0.003 (<0.05). These 

results indicate that H2 is accepted, meaning that the locus 

of control variable as an intervening variable can strengthen 

the effect of income on the behavior of financial 

management. This result is in line with the planned behavior 

theory put forward by Ajzen [6]. An individual's belief that 

his or her success in performing the behavior of financial 

management depends on the efforts to earn the income. The 

greater the income is, the more confident someone will 

succeed so that this belief is what drives the more 

appropriate the behavior of financial management. The 

result is also in line with the opinion of Handoyo [16], that 

the bigger income means someone has adequate 

information, which will determine the high locus of control 

as a reflection of its characteristics. This will provide a 

strong impetus for individuals to shape their behavior in 

financial management. The result of this study is in line with 

the theory of planned behavior. 

 

3. CONCLUSIONS AND SUGGESTIONS 
 
Based on the results of the analysis and discussion carried 

out, it can be concluded as follows. Locus of control can 

intervene in the effect of financial knowledge on the 

behavior of financial management. The influence of 

financial knowledge on the behavior of public financial 

management can be strengthened by the presence of a locus 

of control. Someone's financial knowledge is a valuable 

asset to build self-confidence and can control consumptive 

behavior. Locus of control can intervene in the effect of 

income on the behavior of financial management. The 

influence of income on the behavior of public financial 

management can be strengthened by the presence of a locus 

of control. The amount of income a person has is a valuable 

asset to build self-confidence in being able to control his or 

her consumptive behavior. 

People need to increase their knowledge and income to 

foster self-confidence to reduce consumptive behavior and 

increase saving and investment behavior. The next 
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researcher can use other independent variables and 
mediations that are thought to affect the behavior of 
financial management, such as gender and type of work. 
Regulatory institutions such as the Financial Services 
Authority (OJK) are advised to increase public financial 
literacy and motivate them to work harder to increase their 
income so that it can improve the consumptive behavior of 
most community members. 
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