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THE INFLUENCE OF INCOME AND FINANCIAL
_ ITERACY ON FINANCIAL SATISFACTION THROUGH
S INANCIAL BEHAVIOR AS A MEDIATING VARIABLE

Khairina Natsir"", Made Setini’ and Agus Zainul Arifin’

‘Economic and Business Faculty, Tarumanagara University, Jakarta, Indonesia
“Economic and Business Faculty, Udayana University, Bali, Indonesia

ABSTRACT

This research objective is to investigate the influence of financial literacy and
—-ome on financial satisfaction through financial behavior as a mediating variable. The
~Zv was conducted on 830 university lecturers throughout Indonesia. The sampling
—=30d used js non-probability sampling and purposive sampling. Data obtained by
—==stonnaires distributed through online media and data analysis was conducted using
-=211Pls 3.0 software. The results showed that exogenous variables’ financial literacy,
—=zncial behavior, and income have a positive and significant effect on endogenous
“==ncial satisfaction. The results also showed that only financial literacy affects financial
~zhavior, while income does not significantly influence to financial behavior. Other
“—dings in this study are financial behavior can mediate the effect of financial literacy on
—=ncial satisfaction, but financial behavior is not able to mediate the effect of income on
mancial satisfaction.

~words: financial literacy, income, financial behavior, financial satisfaction

INTRODUCTION

»ztisfaction is a pleasant feeling a person gets when he receives something or when he is
-zsstul i completing something he wants. To get what you want requires sacrifice.
—=oze who wants to be academically successful should study hard and be disciplined.

—=-onding Author’s Email: khairinan@fe untar.ac.id.
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When someone wants to prosper in his old age, he must save money or take insurance
Everyone needs health and safety in his life, but what happens is most people are reluctant to
sacrifice financially for that so they have to bear the risk, such as illness or an accident in the
future [1]. Financial satisfaction shows that individuals have financial capabilities caused by
financial sacrifice. The pleasant feeling is obtained when someone can fulfill primary and
secondary needs, as well as the ability to meet short-term needs. Satisfaction will not be felt i
someone’s income is relatively low. Financial satisfaction is a very important variable to
measure someone’s subjective well-being. The level of individual welfare is an indicator of 2
country’s prosperity [2]. Someone feels satisfied if their needs are met, while a person’s
financial strength will not be the same throughout his life. When the income is adequate, 2
person should be able to put a portion of his income to build an investment to gain financia!
gain or satisfaction in the future.

Poverty is a source of financial dissatisfaction. Poverty is a social problem experiencec
by most countries in the world. According to data exposed by the Indonesian Centra!
Statistics Agency, the Indonesia population below the poverty line in March 2017 =
approximately 27.77 million or around 10.64%. This figure increased by 0.01 million
compared to September 2016 [3]. This number indicates a decrease in the financial
satisfaction level. To overcome this problem of poverty, the Indonesian government has
launched three strategies, namely, comprehensive social protection; provide access to basic
services, and provide decent employment. Even though the government already made se
many efforts to reduce poverty levels, the purchasing power has continued to decline in 2017
[4]. The statistics show that the financial satisfaction of the Indonesian people is still
problematic and needs to be improved. The main cause of poverty is related to low incoms
which results in a weak ability to meet the necessities of life. The Indonesian people, =
general, are not accustomed to implementing sound financial behavior, such as allocating
their income to save, make investments, and budget funds for the future and others. This
condition can lead to poor financial behavior. Indonesia ranks lowest in terms of total savings
and is the worst in applying the saving culture among Southeast Asian countries. The
Indonesian Financial Services Authority says that Indonesians tend to have consumptive
behavior, happy shopping for expensive items and not getting used to saving. This fact =
evidenced by decreasing in the marginal propensity to saving (MPS) in the last 5 years, and
increasing in the marginal propensity to consuming (MPC). In various places around the
world, the development of retail businesses and shopping centers is also one of the things tha:
encourage the consumptive nature of society. Shopping centers sell goods and also sel
convenience, making it an attractive place to visit. Young people, especially those who live i=
urban come to the shopping center spending more than they planned [5]. Spending more
money than needed indicates weak financial behavior and can lead to financial dissatisfactios
in the future.

Sufficient income does not guarantee financial satisfaction. Another important thing =
how individuals have sufficient knowledge and abilities in managing finances to meet thex
life needs. Adequate financial income and literacy must be supported by good financia
behavior. Hira & Mugenda [6] explains that financial behavior is the attitude and behavior of
a person in managing his finances (planning, organizing, directing, and controlling). Hogar®
et al. [7] stated that these financial behaviors arise from the drive of self-awareness that 1=
manifested into actions to achieve a better life. Shefrin [8] stated that Financial Behavior =
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w=med to human psychology on financial decisions. Decisions made consider more non-
s==momic aspects, especially psychological (irrational) aspects.

Many studies have examined the factors influencing financial satisfaction. These
ss==bles include financial behavior, financial knowledge, financial solvency, financial
wm=ssots, financial stress levels, financial behavior, financial risk tolerance, and education [9],
“mamcial behavior, financial capability, financial literacy, financial knowledge, and household
e [10].

Iz addition to influencing financial satisfaction, the income also affects financial
“eavior. Toscano et al. [11] said that income is the net income obtained by someone within a

. == period. Income received is usually used to buy products that are the necessities of life
& well as for the items desired. A study examining the relationship between income and

“Smsmcial behavior was carried out by Grable et al. [12] and Arifin [13].
~ Fmancial literacy also affects financial behavior. Financial Literacy shows a person’s
wmisy 10 use financial knowledge and expertise in managing financial resources for their

» mneeds. Financial literacy is related to knowledge in four financial areas, namely
weestment management, retirement planning, general financial management, and credit
=zement [14]. Financial Literacy also defined as the ability to make appropriate
i=menis and make effective decisions regarding the use and management of money [15]. A
e financial decision needs to consider the situation and information carefully by
ting a deep and comprehensive analysis to achieve welfare. To minimize errors in
decisions, it can be through increasing individual financial literacy. OECD [16]
“imes financial literacy as a combination of awareness, knowledge, skills, attitudes, and
=vior. This combination is needed to make the right financial decisions and achieve
madual financial well-being. There are three dimensions discussed in financial literacy,
»=lv: financial knowledge, financial behavior, and financial attitude.

This study aims to investigate how financial literacy and income influencing financial
==ction through financial behavior as a mediating variable. The research sample is 850
we lecturers at universities throughout Indonesia. The novelty of this research is financial
@nior involvement as a mediating variable in the research of lecturers’ financial
s=ction in Indonesia. The selection of lecturers as research subjects is due to the
=aceration that lecturers have good financial literacy and owns income that can meet the
“mmenz] minimum living standards.

Based on the description above, the research hypothesis is arranged as follows:

% There is an influence of financial literacy to financial behavior

- % There is an influence of financial literacy to financial satisfaction

% Thereis an influence of income on financial behavior

. There is an influence of income on financial satisfaction

% Thereis an influence of financial behavior on financial satisfaction

. Fmancial literacy influencing financial satisfaction through financial behavior

= Income influencing financial satisfaction through financial behavior as a mediating
variable




