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Abstract

The religious organization members have a unique take on the spiritual factors related to their daily life. The present study contributed to
the lack of discussion investigating this particular pool of data’s financial behavior. This article regressed several predictors of economic
behavior, ie., the locus of control, financial attitude, income, and religiosity, with 460 respondents. The results of the research are as
follows: Financial attitude partially influences the financial behavior of Muhammadiyah committee members. Income partially irﬂences
the financial behavior of Muhammadiyah committee members. This research indicates that income is one of the factors that plays an
essential role in determining the merits of improvement of the financial behavior of Muhammadiyah committee members. The higher
the level of income received by Muhammadiyah members, the higher the desire to spend the money. Religiosity partially influences the
financial behavior of the religious board of Muhammadiyah members in Indonesia. The higher the religiosity of Muhammadiyah committee
members will encourage better financial management. Religiosity indicates how often individuals or Muhammadiyah members practice
the religious sharia that they embrace. The findings of this study reveal that locus of control, financial attitude, income, and religiosity are

the strong predictors of the board of the religious organization’s financial behavior in Indonesia.
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1. Introduction

The majority of people still have inadequate knowledge
about money management and how it has caused many
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people to experience financial problems, either in form of
declining economic conditions and financial issues due to
inflation or increasing development of consumerism in
the society (Enrico et al., 2013; Sitepu, 2017). Indonesian
financial behavior tends to be consumptive, leading to
various irresponsible financial behaviors such as lack of
saving, investing, emergency fund planning, and future
budgeting (Kholid et al., 2020). This phenomenon is evident
from the results of the 2013 Ororitas Jasa Keuangan,
Indonesia (OJK) study, which found that public financial
literacy is still at the middle level, which is 75.69%. Only
21.84% know a variety of financial products and services
(Yucha et al., 2020). This empirical phenomenon becomes
one of this research foundations to investigate Indonesia’s
religious community further.

Even in Southeast Asian countries, Indonesia ranks
lowest in terms of gross national savings/GDP, as much
as 30.87%, compared to 46.73% in Singapore (IMF).
This condition may result from the harsh life of people,
the impulfe consumption, or lack of financial knowledge
(Lusardi et al., 2010a, 2010b; van Rooij et al., 2012). People
who have a substantial income may not be able to manage
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their financial spending properly, and this happens because
of irresponsible economic behavior (Mokhtar et al., 2020;
arsono et al., 2020), which also tends to make individuals
think short-term and is identical with impulsive shopping
practices (Bulutoding et al., 2020; Haerani et al., 2019).
Thus, individuals with substantial incomes often experience
financial problems (Parmitasari, Alwi, & Sunarti, 2018;
Meghir & Pistaferri, 2011). It is because lifestyle changes
as the luxury lifestyle pushes further needs (Lusardi et al.,
2010b).

This research contributes to the absence of discussion
on the financial behavior of the administrators offffligious
organizations in Indonesia; moreover, Indonesia is a country
with the largest Muslim population in the world (Suhartini
& Anisa, 2017). This particular investigation probes the
financial behavior of the Muhammadiyah committee, as
they stand as the second-largest religious organization
in Indonesia, with 50 million active members. This
organization members proudly claim their moderate view in
daily life and actively campaign their education activities.
Furthermore, this research investigates the locus of control,
financial attitude, income, and religiosity as the predictors
of the financial behavior of the respondents. The aim is to
expand the knowledge of the financial behavior of religious
members as well as to find out as to which independent
variables contribute the most.

2. Literature Review Hypothesis Development

2.1. Financial Behavior

There are several definitions of financial behavior,
including a study that studies how psychological phenomena
affect financial behavior by stating practitioners’ level
of behavior (Shefrin & Statman, 2000). There is another
definition as anything relevant regarding personal money
management (Xiao, 2008). Nofsinger defines financial
behavioras studying how humans behave in financial matters,
specifically how the decision-making process takes place
related to financial decisions (Nofsinger, 2001; Nofsinger &
Varma, 2014; Ricciardi, 2008). From the various definitions
above, this study examines financial behavior in terms
of how committee members of Muhammadiyah religious
organization make multiple financial decisions.

5
2.2. Locus of Control

Rotter first coined the concept of locus of control as a
person’s perspective on an event, whether he feels able or not
able to control the behavior that occurs to him (Rotter, 1966).
There are various ways to measure locus of control, including
[T dimensional measurement at work. It significantly affects
Job satisfaction, the intention of quitting, perceived influence,
role of stress, perception of supervisor style (Spector, 1988),
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or health management (Wallston et al., 1978). Next are the
following developments in varid@ sectors of the financial
world (Cobb-Clark et al., 2016). Locus of control is divided
into internal and external triggers, with subjective belief
internally pushes the agenda, and outside factors, driving the
external consideration in making a decision (Caliendo et al.,
2015). In this research, locus of control is thought to be a
predictor of Muhammadiyah committee members financial
behavior. Several previous research types significantly
supported the relationship between these two variables (Britt
etal., 2013; Ida & Dwinta, 2010; Perry & Morris, 2005). As
the realm of influences predicts financial behavior, this study
hypothesizes:

H1: Locus of Control improves the financial behavior of
Muhammadivah committee members.

2.3. Financial Attitude

Attitude is an evaluative statement, both pleasant and
unpleasant towards objects, individuals, and events (Robbins
& Judge, 2009). Attitude towards money is preliminary
the creation of behavior related to money (Falim, 2011).
Another definition explains the financial attitude as a state of
mind, opinion, and the opinion of a person related to financial
aspects (Amsmfati & Setiyani, 2018). Previous researches
support the relationship between financial attitude and
financial behavior (Ameliawati & Setiyani, 2018; Falahati,
2011; Lai, 2010; Yap et al., 2018); it is formulated:

H2: Financial attitude has a relationship with the

financial behavior of Muhammadiyah committee members.

2.4. Income

Income can be interpreted as a result which is obtained
from someone’s hard work at his job and is assessed with
a certain level or value. In meeting needs, everyone, in
general, will rely on the source of spending from the income
earned from work (Cobb-Clark et al., 2016; Delafrooz &
Paim, 2011). A person’s income is an essential source of
information and stimulus in carrying out various activities,
especially the money management of individuals. As income
changes how individuals shape their financial behavior
(Delafrooz & Paim, 2011; Ida & Dwinta, 2010; Perry &
Morris, 2005), the following hypothesis is formulated:

H3: Changes in the income of Muhammadivah committee
members will have an impact on their financial behavior.

2.5. Religiosity

Religiosity is an attitude or awareness that arises
based on one’s belief or belief in religion (Hess, 2012).
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Religious attitude is a condition that exists in a person,
which encourages him to behave according to the level
of adherence to religion, including spending decisions
(Ashraf Ali, 2016). As committee board members of a
religious organization, they certainly have a relatively
conservative view of religious teachings. Because
religious factors are necessary prerequisites in the daily
activities of board members of a religious organization,
their financial behavior is also formed from that aspect
(Vu, 2020). Several previous pieces of research support
this opinion (Ali, 2016; Hess, 2012; Hilary & Hui, 2009;
Kashyap & Iyer, 2009; Renneboog & Spaenjers, 2012),
then it is expected that:

HA: Religiosity increases the positive financial behavior
of the religious members of Muhammadivah.

3. Research Methods

This research is quantitative in nature with a causality
associative approach. This approach tries to examine the
causality relationship (cause and effect) between two or
more variables. In this research, there are five investigated
variables: locus of control, financial attitude, income, and
religiosity, predicting the independent variable of financial
behavior. The specific data source is primary responses from
the committee members of Muhammadiyah, as the second-
largest religious organization in Indonesia, amounting to 50
million followers.

We selected the sample from the committee members
because the higher ranks have a better knowledge of the
specific issues, especially religious experience, compared
to the regular participants. This study consists of data from
460 people and it employs a random sampling technique
as a convenient means. This sample size satisfies the
essential requirement of survey responses (Hair et al.,
2010) or even the g-power of (Cohen, 1977) by filling
the online survey (google form), sent to each committee’s
WhatsApp group from multiple regions in Indonesia.
This research uses inferential statistics to exgE}ine the
relationship between research variables with a multiple
regression method. Regression analysis 1s used to process
the latest data after previously ensuring the suitability of
the data under the essential normality, multicollinearity,
htocorrelation, and heteroscedasticity through using the
SPSS version 22.

4. Results and Discussion
4.1. Results of Analysis

This study conducts a thorough assessment of the
validity, reliability, and classical assumptions of the
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investigated data. The reports are in Table 1 and states
the developed statements used in this study. It reveals six
items for the locus of control, four articles for financial
attitude, two ideas for income, five reports for religiosity,
and four financial behavior items. This evaluation
observed the items’ validity and reliability by assessing
the associated loadings, showing that all instruments are
valid as tools or statements to measure the researched
variable. The conservative cut-off value is 0.70 (Hair et al.,
2010); however, the more moderate view is considered
the loading to be lower than 0.50 (Hair, Hult, Ringle, &
Sarstedt, 2014). Further consent over the deletion of the
items below 0.5 has to consider the Cronbach’s alpha and
AVE or [{) to delete them if the number of items is lesser
than 3 (Hair, Hult, Ringle, & Sarstedt, 2014; Lowry &
Gaskin, 2014). From 21 statements, only 4 of them come
with a loading lower than 0.7, with the most downloading
was Loc2 of 0.577. The revelation suggests a pretty good
cut-off value of the result.

This study also provided several tests like Cronbach’s
alpha, the collinearity, heteroscedasticity, and normality
tests. The results reveal satisfactory findings with the
convergent validity of the Cronbach’s alpha above 0.7 for
each construct.

The VIF score of all constructs is between 1-3,
revealing good collinearity. It also proves the non-
existence of common method bias, as the VIF which is
lower than 3 indicates it (Podsakoff et al., 2003). This
study finds the absence of heteroscedasticity with a
significance score above 0.035. Lastly, the data is normally
distributed, as revealed from the Kolmogorov-Smirnov
score lesser than 1. All the validity, reliability and the
classical assumptions provide support to the employed
data in this study. The next is to regress the variables in
a nomological validity. The summary of the inferential
statistics are as in Table 2.

Based on the table, R square’s value is 0.564 or
56.4%, which means the variable of financial behavior
of the board of religious organization of Muhammadiyah
can be explained from the four variables of locus of
control, financial attitude, income, and religiosity. In
comparison, other causes explain the rest (100% - 56.4%
= 43.6 %) outside the model. For the F test, the f-count
value of 17.916 is found. We can see that the F-count
value > F-table value (17.816 > 4.01) with a probability
of 0,000 (significant level of 0,000). Therefore, based
on the way of decision making of the simultanecouftest
in regression analysis, it can be concluded that the locus
of control (X1), financial attitude (X2), income (X3),
and ReligiosityflK4) variables if tested together or
simultaneously have a significant effect on the variable
of financial behavior of the Muhammadiyah committee
members (Y).




1162

amf]’u ABBAS, Muhammad ALIL Mursalim NOHONG, Muhammad SOBARSYAH /

Jowmnal of Asian Finance, Economics and Business Vol 7 No 12 (2020) 1159-1166

Table 1: Summary of Validity and Reliability Test

Construct Item Statements Loading a VIF | Heteros.
Loc Ability to solve personal problems 0.773
Loc2 Self-control 0.577
LOCUSIOf Loc3 | Believe in one's self 0.794 | 0.813 | 1407 | 483
contro
Loc4 More easily influenced by the environment 0.735
Locs Powerless in dealing with life problems 0.748
LocB Having initiative 0.680
Fati1 Saving routinely and regularly 0.582
Zt'::j';ﬂ:a' Fati2 | Writing plans (budget) 0.767 | 0784 | 1.776 | 340
Fati3 Being economical for money 0.869
Fati4 Taking responsibility for one’s self 0.769
Inc1 | have a sufficient source of income from my wage 0.871
Income 0.784 | 2,037 751
Inc2 My salary is my primary source of income 0.922
Rell | completely understand the five pillars of faith in Islam 0.841
Religiosity Rel2 | understand entirely other fundamental principles in Islam 0.747 0.869 | 1,257 183
Rel3 | strive to meet the regulation of Islam, despite being hard 0.736
Reld | strive to meet the regulation of Islam, despite being costly 0.884
Rel5 The purpose of my life is to meet the religious needs 0.862
Fib1 Paying bills on time (e.g., electricity, postpaid credit, etc.) 0.582
Fib2 Noting expenses (daily, monthly, yearly) 0.767
Financial
behavior Fib3 Providing unexpected fund (emergency fund) 0.869 0.750 - -
Fiba Comparing prices in markets before deciding to make a 0.769
purchase
Kolmogorov-Smirnov's Z 750
Table 2: Summary of the Regression Analysis Results
Variable R? F-value t-value p-value Hypothesis
Locus of control 2.060 0.044 Accepted
Financial attitude 2.019 0.048 Accepted
0.564 17.916
Income 2.225 0.030 Accepted
Religiosity 2401 0.020 Accepted
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The SPSS output above g}ws that the t count value of
variable X1 is higher than the t table (2.060 > 1.67252) with
a significance level below 0.05, which is 0.044. The t count
of variable X2 is greater than the value of t table (2.019
> 1.67252) with a significance level below 0.05, which is
0.048, t count of variable X3 is greater than the value of t
table (2.225 = 1.67252) with a significance level below 0.05,
which is 0.030, and t count of variable X4 is greater than the
value of t table (2.401 > 1.67252) with a significance level
below 0.05 which is 0.020. These results as a whole show
a significant influence on each partial relationship of each
variable. The discussion will be continued below. Based on
the regression test results above, the following equation is
obtained:

Y=4.753+0.110 x 1 +0.253 x 2 +0.387
3 +0.140 x 4 (1)

Equation | above shows the valuefd the equation constant
of 4.753. This figure shows that if X1 (Locus of control),
X2 (Financial Attitude), X3 (Income), and X4 (Religiosity)
is constant or X=0, the magnitude of financial behavior is
4.753. Coefficient X1 (Locus of control) shows a coefficient
value of (0.110). It means that if there is an increase in
the locus of control factor by 1% of the Muhammadiyah
committee members, the locus of control will also increase
by a multiplier variable of 0.110 with the assumption that
the other independent variables are considered constant. For
component X2 (Financial Attitude) shows a coefficient of
(0.235). It means that if there is an increase in the financial
attitude factor by 1% of them, then the financial attitude will
also increase by a multiplier variable of 0.235, assuming the
other independent variables are considered constant.

The variable X3 (Income) shows a coefficient value
of (0.387). It means that if there is an increase in income
factor by 1% of the religious committee members of
Muhammadiyah, income will also increase by the multiplier
variable 0.387, assuming that the other independent variables
are considered constant. For variable X4 (Religiosity) shows
a coeflicient value of (0.140). It means that if there is an
increase in the religiosity factor by 1% of Muhammadiyah
committee members, religiosity will also increase by a
multiplier variable 0.140 with the assumption that the other
independent variables are considered constant.

4.2. Discussion

The results indicate thatlocus of control, financial attitude,
income, and religiosity play essential roles in determining
whether the financial behavior of Muhammaf@}ah committee
members is excellent or poor. The higher the locus of control,
financial attitude, income, and religiosity of Muhammadiyah
members, the better are the financial behavior of religious
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committee members. On the contrary, ifthegcus of control,
financial attitude, income, and religiosity is low, then
Muhammadiyah committee members’ financial behavior
will also experience a decrease.

This research is supported by the statement of{Perry
& Morris, 2005) suggesting that three factors influence
financial behavior: first, the individual's self-perception
of whatever happens in his life. This concept is sometimes
called the locus of control. The second is someone’s income,
and the third is his knowledge. The religiosity factor also
influences humans’ financial behavior when making various
financial decisions (Hess, 2012). The locus of control (X1)
partially affects Muhammadiyah’s committee members (Y).
There is very little research ok relationship between the
two constructs. One of them found that students who had
a strong external locus of control had more bad financial
behavior than those who were strong internally (Britt et al.,
2013). A study with data from Indonesia alffJonfirmed this
relationship (Ida & Dwinta, 2010). This locus of control
factor also has a good impact on the project team’s financial
performance, if internal factors dominate, rather than
external (Boone et al., 2005). Internal factors are proven to
be fairly and positively enhancing individual saving habits
(Cobb-Clark et al., 2016). This whole study supported the
partial relationship of each variable.

Financial attitude (X2) partially influences the financial
behavior of Muhammadiyah committee members (Y).
The financial perspective is very much needed by every
individual every day and in all aspects of human life and
there is no exception to this rule about the financial aspects
of religious members of Muhammadiyah. The financial
attitude @someone helps these individuals determine their
attitude and behavior in financial matters, whicare in
terms of financial management (Amar et al., 2019), personal
financial budgeting, or how individual decisions regarding
the form of investment is taken.

The financial attitude regarding money, according to Sohn,
is to view money as power freedom, the reward for efforts, or
evil. In other words, the attitude towards money is how one
has a view of money, which is money as a source of strength
and freedom, achievement, or a source of crime (Sohn et al.,
2012). Therefore, financial attitude is critical in determining
a person’s financial management behavior (Yap et al., 2018).
A study on 32 different tribes found that intelligence in
managing personal monetary factors will positively impact
individual behavior to shape financial behavior; however, the
attitude that is too fond of money will encourage dishonesty
(Tang et al., 2018). These various studies provided essential
clues about the relationship between variables.

Income (X3) partially influences the financial behavior
of Muhammadiyah committee members (Y). Thissearch
indicates that income is one of the factors that plays an
essential role in determining the merits of improvement of the
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financial behavior of Muhammadiyah committee members.
The higher the level of income received by Muhammadiyah
members is, the higher the desire to spend the money. The
willingness of Muhammadiyah members who want to spend
their received income without financial control can cause
failure in managing finances. Income is one of the relevant
demographic factors in explaining an individual’s financial
behavior, in addition to financial knowledge and marital
status (Delafrooz & Paim, 2011). The findings proved the
role of income in shaping individual behavior (Perry &
Morris, 2005).

Religiosity (X4) partially influences the financial
behavior of the religious board of Muhammadiyah (Y) in
Indonesia. If the religiosity of Muhammadiyah committee
members is higher, it will encourage better financial
management. On the contrary, if religiosity is low, financial
management will get worse as well. Religiosity indicates
how often individuals or Muhammadiyah members practice
the religious sharia that they embrace. The Muhammadiyah
members who increasingly carry out their religion’s
commands become more spiritual, and vice versa. These
individuals stay away from the restrictions taught by Islam;
they will be more religious. This finding supports studies
that suggest the role of religious factors in shaping consumer
behavior (Ashraf Ali, 2016).

The impact of religious factors is even felt in case of
countries like the United States, which is classified as more
religious, show a lower risk of exposure, and show how
the role of religion in holding the pace of action of their
religious members to look for risks (Hilary & Hui, 2009).
These factors differentiate various individual investment
decisions (Kashyap & Iyer, 2009). At the household level, the
hypothesis of religion’s role in its members’ financial attitude
is also proved to be significant (Renneboog & Spaenjers,
2012). This whole study supported the role of religion in
shaping the financial behavior of its religious members (Hess,
2012). Based on the analysis above, this study findings can be
justified, both empirically and theoretically.

5. Conclusions

This study reveals that locus of control, financial attitude,
income, and religiosity are the strong predictors of the board
of the religious organization financial behavior in Indonesia.
Interestingly, religiosity is the most dominant component
affecting financial behavior, as revealed from the test’s
t-value. This article also contributes to the lack of exploratory
studies on tmlocus of control toward financial behavior,
which finds a positive relationship between locus of control
and financial behavior. Other variables are also found to be
increasing the predicted variable. This study undoubtedly still
has weaknesses. SPSS would limit each indicator’s ability
to explain the subject construct and further research with a

Jowrnal of Asian Finance, Economics and Business Vol 7 No 12 (2020) 11591166

structural model allowing the study’s router model’s capture.
Data analysis from several religious organizations will also
benefit explaining the topic as this paper investigates only
one organization, despite the fact that it is the second largest.
We leave these issues to look up to in the future inquiries.
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