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Abstract: This study aims to analyze the effect of financial literacy on financial management behavior, with
income, lifestyle, and education level as control variables among micro-entrepreneurs in Ternate. This
research employs a quantitative approach using a survey method through the distribution of questionnaires
to respondents. The data analysis was conducted using the Statistical Package for the Social Sciences
(SPSS) version 30 with multiple linear regression analysis. The results indicate that financial literacy has
a positive and significant effect on financial management behavior, and that income, lifestyle, and education
level as control variables also influence the financial management behavior of micro-entrepreneurs in
Ternate. The results of this study emphasize that improving financial literacy should be a priority for micro
entrepreneurs in Ternate. By improving their knowledge and skills in using technology and financial
management, they can increase operational efficiency and competitiveness.
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1. INTRODUCTION

Important aspect of daily life because it relates to how individuals manage their income, budget,
save, invest, and manage debt. Financial management behavior includes conscious financial planning,
budgeting, and control activities to meet short-term and long-term needs. Good behavior reflects the
ability to make rational financial decisions, while bad behavior often causes financial problems even
if a person has a steady income. Awareness of the importance of financial management behavior is
fundamental because every individual always faces financial needs in their life. However, facts on
the ground show that many people still face financial difficulties not because of low income but
because of weak financial management skills. This condition also occurs in groups that should have
a strategic position in the economy, namely micro-businesses. Based on data from the Ternate City
Cooperative and MSME Office as of December 2023, there were 18,964 MSMEs spread across eight
sub-districts. Of these, 14,623 units or around 77.1% were classified as micro businesses, indicating
that micro businesses dominate the structure of MSME actors in Ternate City. When viewed in more
detail, the highest number of micro businesses is found in South Ternate District with. 4,409 units,
followed by Central Ternate with 4,375 units, North Ternate with 3,301 units, and West Ternate with
654 units. Meanwhile, island areas such as Moti, Batang Dua Island, Ternate Island, and Hiri Island
have fewer micro business units. This composition illustrates that the microbusiness sector in Ternate
City remains the backbone of the local economy, especially in the main mainland area. Many MSMEs
still mix business finances with personal finances, making it difficult to distinguish between
household and business cash flows. As a result, business decisions are not based on accurate financial
information, which ultimately hinders business growth. Therefore, good financial management skills
are not only important for business continuity but also for the personal well-being of micro-
entrepreneurs.

One factor believed to influence financial management behavior is financial literacy. Financial
literacy encompasses knowledge, skills, and confidence in making sound financial decisions.
Individuals with good financial literacy tend to be better able to distinguish between needs and wants,
make careful plans, and avoid unnecessary waste. In other words, financial literacy provides a basis
for a person to be rational and focused in managing their finances. In addition to financial literacy,
there are other factors that are also believed to influence financial management behavior, namely
income, lifestyle, and education level. A high income should provide better opportunities for
managing finances, but without adequate literacy, a large income can actually lead to excessive
consumption. Lifestyle is also an important factor. Individuals with a consumptive lifestyle tend to
use their money excessively and do not prioritize urgent needs, which has a negative impact on
financial management behavior. The level of education is also no less important. Higher education
usually improves a person's ability to think critically and make more rational financial decisions.
However, in times of crisis, individuals with lower education are more cautious in making financial
decisions. This study considers the influence of these three control variables to explore the influence
of financial literacy on financial management behavior more comprehensively, especially among
micro-entrepreneurs.

2. LITERATURE REVIEW

2.1 The Theory of Planned Behavior (TPB)

The Theory of Planned Behavior (TPB) is an extension of the Theory of Reasoned Action
(TRA) originally proposed by Ajzen and Fishbein in 1975, which was then refined until 1980. This
theory explains that a person's intention to perform an action is formed by the motivation that arises
from that behavior. In this theory, there is the concept of subjective norms, which refers to the social
pressure felt by individuals from their surroundings that motivates them to perform an action. In
addition, there is also the concept of perceived behavioral control, which describes the extent to which
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individuals assess an action as easy or difficult to perform. This perception is influenced by previous
experiences and various obstacles that may be encountered when performing the behavior. The
underlying factors are: (1) personal factors, including attitudes, personality traits, values, emotions,
and intelligence; (2) social factors, including age, gender, ethnicity, education, income, and religion;
and; (3) information obtained, including experience, knowledge, and media.

2.2 Financial Management Behavior

Financial management behavior refers to the way individuals manage their finances based on
psychological aspects and personal habits. It can also be understood as a financial decision-making
process that aligns individual motives with company goals. This behavior is closely related to the
effectiveness of fund management, where cash flow must be carried out according to a predetermined
plan. Financial management behavior is an individual's ability to plan, budget, check, manage,
control, and seek and save financial funds in daily activities. The high motivation of individuals to
meet their needs in accordance with their per capita income is a factor that triggers the formation of
financial management behavior. Indicators of financial management behavior include: 1.
Consideration in purchasing goods, 2. Timely bill payments, 3. Recording monthly expenses, 4.
Balancing income and expenses, 5. Financial budget planning, 6. Setting aside money for savings or
investments.

2.3 Financial Literacy

According to Financial Services Authority Regulation (POJK) Number 76/POJK/07/2016,
financial literacy is the knowledge, skills, and beliefs that influence an individual's attitudes and
behaviors in an effort to improve the quality of decision-making and financial management in order
to achieve prosperity. Financial Services (OJK), referring to research from international institutions
such as the World Bank and the Organization for Economic Cooperation and Development (OECD),
classifies the level of financial literacy of the Indonesian people into four categories, namely: Well
literate; Sufficiently literate; Less literate; Not literate.

Financial literacy relates to a person's ability to understand and analyze their financial condition.
This ability includes skills that make individuals more capable of managing, making decisions, and
acting in accordance with their financial needs. Several aspects that are indicators of financial literacy
include: (1) General knowledge about finance; (2) Saving and borrowing; (3) Insurance; (4)
Investment.

2.4 Income

Income is the inflow of funds used to meet various needs in life. In their daily activities, people
face economic problems related to meeting these needs. A person's ability to meet their needs is
greatly influenced by their family's economic conditions. From an economic perspective, the
definition of income disregards significant changes in the total wealth of a business entity at the
beginning of the period and focuses more on the static value at the end of the period. In other words,
income is the total increase in wealth that occurs as a result of changes in valuation, not due to changes
in capital or debt. The indicators of income are: (1) Monthly income received (2) Employment (3)
Family expenses.

2.5 Lifestyle

Lifestyle can be defined as an individual's patern of life as reflected through their activities, interests,
and views. Lifestyle reflects a person's overall identity in their interactions with their surroundings.
Changes in lifestyle within a community also have an impact on their social behavior. In general, a
person's lifestyle is reflected in their routine activities, their views of their surroundings, and their
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level of concern for these things. Lifestyle also includes how individuals express themselves through
activities, interests, and habits in spending money and managing time. There are several factors that
influence a person's lifestyle, namely: 1. Internal factors, namely experience and observation,
personality, self-concept, motives, and perceptions. 2. External factors include peer groups, family,
social class, and culture. Lifestyle indicators consist of: a) Activities b) Interests ¢) Opinion.

2.6 Level of Education

Education is a learning process that aims to acquire and develop knowledge. Education is obtained
through a structured learning process that takes place over a relatively long period of time. The level
of education is a process in which individuals develop skills, attitudes, and behaviors, both in daily
life and in preparation for the future, which can take place through formal and nonformal institutions.
The level of education is measured based on the formal education aspects that have been pursued by
business actors, one of which is the highest level of education completed. According to the National
Education System Law No. 20 of 2003, it is explained that the indicators of the level of education
consist of education levels. Education levels are a process for students to improve their education in
accordance with the level they will take in continuing their education.

2.2 Conceptual Framework

To test the postulated hypothesis, a conceptual framework is developed to delineate the direct
effect of financial literacy on financial management behavior. Furthermore, to ensure robustness and
minimize potential confounding effects, income, lifestyle, and education level are incorporated as
control variables. The conceptual model is visually depicted in Figure 1. Based on the research
thought process described above, the research framework is formulated as follows:
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Figure 1. Research Model
Source: Developed by the authors (2026)

As depicted in Figure 1, the proposed model posits that financial literacy (X1) directly
influences individuals' financial management behavior (Y). Individuals with higher financial
knowledge and numeracy skills are expected to demonstrate more prudent financial practices, such
as budgeting, saving, and debt management. In addition, this study incorporates three control
variables namely income, lifestyle, and education level, to isolate the net effect of financial literacy
and account for potential extraneous socioeconomic variances that may independently drive financial
decision-making.

Financial behavior management refers to an individual's ability to manage various aspects of
daily finances, such as planning, budgeting, checking, managing, controlling, searching, and saving
funds. Financial literacy has a direct influence on an individual's financial management behavior,
which shows that the higher an individual's knowledge and skills in managing finances, the wiser the
decisions made regarding their own financial management. Knowledge of various financial aspects
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such as savings, insurance, debt, and investment is part of financial literacy that influences an
individual's financial management behavior. The broader a person's understanding of these
components, the more effective their financial management will be. The results of studies conducted,
and show that financial literacy has a positive and significant effect on financial management
behavior. Therefore, in this study, the following hypothesis is proposed:

HI: Financial literacy has a significant effect on financial management behavior.

3. RESEARCH METHOD

This study uses a quantitative approach with a survey method to analyze the influence of
financial literacy on financial management behavior, with income, lifestyle, and education level as
control variables. The research population includes all micro-businesses in Ternate City registered
with the Cooperative and SME Office in 2023. Considering that the population data is not specifically
classified based on business sector, the selection of respondents focused on micro-businesses in the
industrial sector at the sampling stage. The research sample consisted of 100 respondents determined
using simple random sampling techniques. Primary data were collected through a Likert scale
questionnaire distributed online and offline. Data analysis was performed using multiple linear
regression with analysis tools using SPSS version 30.

Table 1. Descriptive Statistic

Variable Min Max Mean Std. Dev
Financial Literacy 29 55 41,87 5,399
Financial Management Behavior 40 70 56.94 7,024
Income 14 30 23,39 2,998
Lifestyle 16 30 21,59 2,742
Education Level 22 40 31,69 4242

Source: Processed by researchers (2026)

Based on the results in Table 1, the number of respondents used in the analysis was 100
respondents. For the financial literacy variable, the lowest score given by respondents was 29 and the
highest was 55. The average score obtained was 41.87 with a standard deviation of 5.399, indicating
that the variation in respondents' answers was still within reasonable limits, while for the financial
management behavior variable, the score range was between 40 and 70. The average value was 56.94
with a standard deviation of 7.024, indicating that the data distribution was not too far from the
average value. The variables of income, lifestyle, and education level also show a relatively stable
data pattern. Income has a minimum value of 14 and a maximum of 30 with an average of 23.39.
Lifestyle has a minimum value of 16 and a maximum of 30 with an average of 21.59. Meanwhile,
education level has a minimum value of 22 and a maximum of 40 with an average of 31.69.

Table 2. Model Summary
Variable Coeff t-statistic p-Value
Financial Literacy 0,327 2,226 0,028
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Income 0,524 2,558 0,012
Lifestyle 0,228 0,986 0,326
Education Level 0,459 2,531 0,013

Source: Processed by researchers (2026)

Based on the results of multiple linear regression analysis, the regression coefficient for the
financial literacy variable (X1) 1s 0.327 (t = 2.226; p = 0.028), income (Z1) is 0.524 (t =2.558; p =
0.012), lifestyle (Z2) is 0.228 (t = 0.986; p = 0.326), and education level (Z3) is 0.459 (t=2.531;p =
0.013), indicating that financial literacy, income, and education level have a positive and significant
effect on financial management behavior, while lifestyle is not significant. The model summary in
Table 3 indicates an R2 value of 0.466 and an Adjusted R2 of 0.444. This demonstrates that
approximately 46.6% (44.4% adjusted) of the total variance in financial management behavior is
accounted for by the specified regression model, while the remaining proportion is driven by
unexamined variables. These metrics confirm satisfactory explanatory capability for behavioral
prediction.

Table 3. Coefficient of Determination

Variable R-Squared (R2) Adjusted R Squared

Financial Management Behavior 0.683* 0.444

Source: Processed by researchers (2026)

Table 3 reports the goodness-of-fit metrics for the empirical model. The coefficient of
determination (R2) is 0.683, indicating that 68.3% of the variance in financial management behavior
is collectively explained by financial literacy alongside the control variables (income, lifestyle, and
education level). The remaining 53.4% of the variance is attributable to other extraneous factors not
captured in this model. Furthermore, the Adjusted R2 value of 0.444 confirms that the model retains
robust explanatory power after penalizing for the number of predictors, reflecting an adequate overall
model fit.

4. DISCUSSION

The findings of this study indicate that financial literacy has a significant positive effect on the
financial management behavior of micro entrepreneurs in Ternate. This suggests that micro
entrepreneurs who have a higher level of understanding of basic financial concepts such as budgeting,
saving, investment, and debt management tend to demonstrate better behavior in managing their
business and personal finances. This result is in line with previous research which states that financial
literacy serves as a foundation for individuals to make rational and responsible financial decisions. In
the context of micro businesses in Ternate, good financial literacy enables business actors to separate
business cash from household cash, record transactions regularly, and plan working capital more
effectively. This is crucial given that most micro businesses in Ternate still rely on simple financial
management and are vulnerable to cash flow problems. Income was found to have a significant effect
as a control variable. Micro entrepreneurs with higher income tend to have more flexibility to
implement good financial management practices, such as allocating funds for savings and business
reinvestment. However, high income alone is not enough if it is not accompanied by adequate
financial literacy. Some respondents with relatively high income still showed consumptive behavior
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and lacked financial records, indicating that income without knowledge can lead to inefficient use of
funds. Theoretically, this finding aligns with the Theory of Planned Behavior (TPB) proposed by
Ajzen (1991), which posits that knowledge and perceived behavioral control shape an individual’s
intention and subsequent actions. In this context, financial literacy enhances the cognitive capacity of
micro-entrepreneurs, transforming their financial intentions into prudent financial practices, most
notably the separation of personal and business cash, disciplined record-keeping, and strategic capital
allocation. This evidence strongly corroborates previous studies by Lusardi and Mitchell (2014) and
Agyei (2018), which demonstrated that financial knowledge serves as an indispensable prerequisite
for rational financial decision-making among small business owners. Similarly, Ahmad et al. (2020)
emphasized that financial literacy directly mitigates operational vulnerabilities and enhances the
financial sustainability of micro-enterprises in emerging markets. Conversely, this finding offers a
counter-perspective to the findings of Fernandes et al. (2014), who argued that general financial
literacy interventions often have a rapidly decaying impact on downstream financial behaviors unless
tied directly to immediate, context-specific applications. In Ternate, the localized necessity of
managing daily cash flow constraints makes practical financial literacy immediately impactful for
micro-entrepreneurs.

Lifestyle also showed a significant influence on financial management behavior. Micro
entrepreneurs with a consumptive lifestyle tend to prioritize short-term needs over long-term business
sustainability. This is in line with the implication that MSMEs must improve their ability to make
more informed business decisions. Income acts as a significant predictor of financial management
behavior, supporting the Behavioral Life-Cycle Hypothesis (Shefrin & Thaler, 1988). Higher revenue
levels provide micro-entrepreneurs with structural slack, facilitating regular savings and business
reinvestment. However, as noted by Lusardi et al. (2017), high income alone cannot compensate for
financial illiteracy; without sound budgetary control, higher earnings frequently translate into
unproductive consumption rather than enterprise growth. In Ternate, the tendency to follow
consumptive trends and social pressure can reduce the ability of micro entrepreneurs to save and
reinvest profits into their business.

Therefore, changing mindset toward a more productive lifestyle is important to support business
continuity. Education level proved to be an important control variable. Respondents with higher
education generally have better access to information, including training and education on fintech use
and technology. Higher education also correlates with better ability to understand financial products
and services. However, formal education alone is not sufficient. Targeted financial education and
training specifically for micro entrepreneurs are still needed to improve their practical skills in
financial management. Education significantly and positively relates to financial behavior. Framed
through Human Capital Theory (Becker, 1964), formal education endows business operators with
critical problem-solving faculties, numeracy skills, and higher absorptive capacity to adopt modern
financial technologies and digital banking products, aligning with empirical observations by Cole et
al. (2011).

Although lifestyle exhibited a positive coefficient, its effect was not statistically significant.
This indicates that while social consumption pressures exist in urban island settings like Ternate,
actual financial management practices among micro-entrepreneurs are primarily driven by essential
operating constraints, educational background, and core financial literacy rather than subjective
lifestyle preferences. Local government bodies and financial institutions in North Maluku must design
tailored, action-oriented financial education programs. Rather than focusing solely on generic
economic theory, training modules should integrate fintech adoption, digital cash management, and
working capital optimization to foster regional micro-enterprise competitiveness. Conversely, this
result provides a critical counter-perspective to the meta-analytical findings of Fernandes et al.
(2014), who observed that generic financial literacy education often exhibits rapid decay and minimal

MANDAR. 2026, 08, 2 FOR PEER REVIEW 225




Rusandry, et al. The Effect of Financial Literacy on Financial Management Behavior .....
MANDAR: Management Development and Applied Research Journal

long-term behavioral change. The strong positive effect observed in this study suggests that when
financial knowledge is acquired and practiced in immediate, high-stakes operational environments
such as managing tight daily working capital in regional micro-enterprises, knowledge retention and
behavioral enactment remain high rather than deteriorating over time.

The results of this study emphasize that improving financial literacy should be a priority for
micro entrepreneurs in Ternate. By improving their knowledge and skills in using technology and
financial management, they can increase operational efficiency and competitiveness. Specifically,
micro entrepreneurs are encouraged to: (1) Routinely keep simple financial records, (2) Separate
personal and business finances, (3) Utilize fintech for transactions and access to capital, (4) Avoid
consumptive behavior that can disrupt business cash flow. Implications for Government and Financial
Institutions The government and financial institutions must continue to improve access to financial
services for MSMESs in Ternate City through fintech. This can be done by providing training and
education on fintech use, as well as increasing access to the internet and other technologies. In
addition, collaboration with educational and training institutions is needed to improve MSMEs' ability
to use technology. This can be achieved by providing training and education on technology use, as
well as improving access to financial and non-financial resources.

6. CONCLUSIONS

The results of this study indicate that financial literacy has a positive and significant effect on
the financial management behavior of micro-entrepreneurs. These findings indicate that micro-
entrepreneurs' understanding of basic financial concepts such as income management, cash flow
recording, budgeting, savings, and understanding the risks and benefits of financial products provides
a strong foundation for making more focused and rational financial decisions. Micro-entrepreneurs
with better financial literacy tend to be able to distinguish between needs and wants, resulting in more
effective spending and reduced consumptive behavior. These findings support the Theory of Planned
Behavior (TPB), in which financial literacy shapes positive attitudes, subjective norms, and perceived
behavioral control, thereby increasing the intention and ability of micro-entrepreneurs to adopt sound
financial behaviors. In addition to financial literacy, control variables such as income, lifestyle, and
education level also contribute to explaining financial management behavior. Income is related to an
individual's ability to manage cash flow and make long-term financial decisions, which supports the
perception of control over finances. Lifestyle, although not significant, still plays a role in influencing
attitudes toward financial management; a frugal and planned lifestyle reinforces good financial
behavior, while a consumptive lifestyle can weaken it. Education level affects analytical skills and
perceptions of social norms, so entrepreneurs with higher education tend to be more aware of sound
financial practices. These three control variables ensure that the relationship between financial
literacy and financial management behavior is clearer and not confounded by external factors.
Overall, the results of the study confirm that financial literacy is a major factor in shaping regular,
rational, and responsible financial management behavior among micro entrepreneurs. Income and
education support this mechanism, while lifestyle serves as a control variable to maintain the accuracy
of the main relationship. Further research is needed to further understand the impact of fintech on
MSME performance in Ternate City. Future studies can also examine the influence of fintech on
financial inclusion and economic growth in Ternate City, and compare results with other regions in
North Maluku to obtain more comprehensive insights.

7. IMPLICATIONS FOR RESEARCH
This study enriches the behavioral finance and small business literature by providing empirical
validation for the integration of the Theory of Planned Behavior and Human Capital Theory within
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an understudied archipelagic emerging market. By demonstrating that financial literacy and structural
human capital directly drive prudent financial governance, even when controlling for socioeconomic
factors these findings challenge the assumption that financial behavior in micro-enterprises is purely
resource- or income-dependent. Furthermore, the non-significant effect of lifestyle suggests that
scholars should refine existing behavioral models in localized, resource-constrained economies by
prioritizing foundational cognitive competencies and cash-flow constraints over general consumer
lifestyle variables. Ultimately, this research provides a robust empirical benchmark for future scholars
investigating how managerial capabilities translate into micro-enterprise resilience and digital
financial inclusion across developing island economies.
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