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Abstract: This study aims to analyze the effect of financial effectiveness and 

financial literacy on individual financial behavior. The method used is quantitative 

with a survey approach using a questionnaire as a data collection instrument. The 

research sample consisted of 60 respondents selected by cluster sampling. Data 

were analyzed using SmartPLS 4.0 software. The results of the study indicate that 

financial effectiveness and financial literacy have a positive and significant effect 

on financial behavior. These findings indicate that an individual's ability to manage 

finances effectively and the level of understanding of financial concepts play an 

important role in forming adaptive and responsible financial behavior. The 

implications of this study emphasize the importance of increasing literacy and 

effectiveness of financial management to encourage more rational and planned 

financial decision-making. This study contributes to the development of financial 

education strategies, especially for generation Z in achieving long-term financial 

well-being. 
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Introduction 

 

In 1990, financial behavior began to be recognized in the business world and also in 

academia. This development was caused by the behavior of an individual when making 

responsible financial decisions, so that the finances owned by individuals, families and 

communities can be managed properly. Currently, one of the issues that is widely discussed 

is financial behavior. Because often individuals who have sufficient opinions but still 

experience financial problems that are influenced by irresponsible financial behavior. 

Generation Z was born in 1997-2012 who are currently 13-28 years old (Wahyuni, 2022). 

Generation Z is also called Generation (internet generation) is the youngest generation that 

has just entered the workforce. Generation Z is currently in the early stages of entering the 

workforce and facing various increasingly complex financial challenges, such as high 

education costs and tight job competition. This is in line with the findings of Fajari and 

Rochayatun (2023). 
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Generation Z in Mukomuko Regency, Bengkulu Province is now facing increasingly 

complex financial challenges, ranging from high education costs, tight job competition, to the 

rapid flow of digitalization in financial management. Amid these dynamics, the ability to 

understand and manage finances or financial literacy is very crucial so that this generation is 

able to make wise financial decisions, avoid debt traps, and prepare for a financially stable 

future. 

The generation known as Generation Z has grown and expanded in the era of fast-

paced information and technology. They are connected to many digital platforms and have 

easy access to the internet. Although Generation Z is a tech-savvy generation with strong 

digital skills, they also face certain problems in terms of their financial behavior (Fajari & 

Rochayatun, 2023). 

In a fast-paced and ever-evolving world, with the continuous advancement of science 

and technology, more and more people are concerned about how Generation Z manages their 

finances. Therefore, it is important for Generation Z to understand the role of financial 

effectiveness and financial literacy in improving financial behavior in today's modern era. As 

the economy continues to grow, it is increasingly important for each individual to improve 

their ability to plan and manage finances wisely and intelligently. Unwillingness or inability 

to do so can have a negative impact, namely being trapped in wasteful behavior that has the 

potential to be financially detrimental. A person needs knowledge and skills in managing 

their finances wisely to achieve financial security and success. More optimal financial results 

can be achieved if both aspects develop comprehensively, then they have the opportunity to 

implement a non-consumptive lifestyle that can be categorized as someone who has financial 

intelligence (Meliana & Isbanah, 2023). 

In the context of Generation Z, the value of wise and responsible financial behavior 

becomes clearer. However, the lack of financial effectiveness and financial literacy can make 

it difficult for them to manage money wisely. Financial behavior here refers to choices made 

about purchases, money management, savings, and investments (Fajari & Rochayatun, 2023). 

In this case, it is hoped that Generation Z will better understand how financial activities and 

financial literacy can affect Generation Z's financial behavior. 

Therefore, it is very important to study the influence of financial literacy and 

effectiveness on the behavior of Generation Z in order to improve their financial condition, 

especially in Mukomuko Regency, Bengkulu Province. The Central Statistics Agency of 

Bengkulu Province conducted a population census in 2024 and recorded that 70,051 people 

in Mukomuko Regency were included in the Generation Z group. Thus, this research is 

expected to provide a significant contribution in increasing the level of financial literacy and 

effectiveness of Generation Z in Mukomuko Regency, as well as shaping their financial 

behavior towards a better direction 
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Literature Review 

Theory of Planned Behavior 

According to research conducted by (Kusnayain et al, 2023) The Theory of Reasoned 

Action was further developed into the Theory of Planned Behavior. This theory provides a 

conceptual framework to explain certain behaviors. Previously, the Theory of Planned 

Behavior (TPB) described how a person acts according to expressed goals and intentions. 

Intention individual behavior towards an activity becomes the main factor that determines 

his actions. This confirms that ease and purpose are important elements in influencing 

someone, this theory is also based on the perspective of beliefs that can influence someone to 

carry out certain or unique behavior.  

Thus, the theory of planned behavior will explain how a person's attitude is in 

understanding the importance of financial literacy, financial behavior, financial inclusion in 

financial effectiveness in everyday life in the long term 

 

Financial Effectiveness 

 Financial effectiveness reflects the extent to which management has succeeded in 

achieving the goals that have been set in terms of quality, quantity, and time. The level of 

success of individuals or groups in achieving the goals that have been set is a measure of their 

effectiveness. The importance of efficiency is crucial in every effort that is carried out, 

emphasizing the importance of achieving goals optimally, in accordance with the planning 

that has been prepared (Ananda et al, 2025). The term "financial effectiveness" refers to how 

well a person, group, or company manages its finances in order to achieve financial goals. In 

simple terms, this describes the ability to plan finances efficiently in order to improve the 

financial condition of individuals and organizations. 

 

Financial Literacy 

A thorough understanding of the basics of personal finance such as saving, borrowing, 

and budgeting, along with the knowledge and skills to manage finances properly, is known 

as financial literacy. This term refers to the ability to learn relevant financial information and 

develop independent decision-making and money management skills. Financial literacy 

includes the ability to use various financial instruments, understand the financial system, 

assess investment opportunities, and make wise financial decisions (Shan et al, 2023). Many 

parties consider this to be very important in making decisions regarding personal spending, 

investment, and savings. In addition, economic processes directly and indirectly affect fiscal 

and monetary policies, financial market operations, and individual financial literacy levels 

(Bilici & Çevik, 2023) 

 

Financial Behavior 

Financial behavior is also expressed as a person's ability to manage finances in order 

to achieve well-being. Financial behavior includes cash management, savings, credit, and 

investment. Each domain of financial behavior has its own consequences. Therefore, it is 

important to cover all existing areas. Financial behavior also consists of all short-term 
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planning to manage long-term planning. Furthermore, financial behavior includes handling 

finances during a crisis (Kusnayain et al, 2023). One of the fundamental concepts in finance 

is financial behavior (Trivani & Soleha, 2023). Financial behavior refers to an individual's 

behavior in carrying out financial activities such as investing in stocks and securities (Patrisia 

et al, 2023). Proper financial behavior implies the implementation of proper financial 

planning, paying bills on time, thorough tracking of expenses, efficient credit management, 

and saving money or accurate budget control, among other actions. Regularly engaging in 

appropriate financial behavior leads to the accumulation of experience in financial matters 

and their possible consequences, and thus increases the individual's confidence in being able 

to handle them safely (Molina-García et al, 2023). 

Based on the theory used, Figure 1 below is the conceptual framework of this study 

which explains that financial effectiveness and financial literacy are related to financial 

behavior: 
 

Research Method 

 

The researchers in this study used quantitative methods. The quantitative approach 

based on positivism focuses on the study of a particular population or sample using research 

instruments to collect data, then analyze it through quantitative and statistical methods to 

test the hypothesis (Sugiyono, 2013). The respondents of this research were members of 

Generation Z, namely those born between 1997 and 2012, who were surveyed using a 

questionnaire. Measurements were carried out using a Likert scale to obtain quantitative 

data. The sampling technique used was probability-based cluster sampling. According to 

Sugiyono (2013) cluster sampling is appropriate when the research object or data source 

covers a wide area such as a country, province, or district. Samples are selected from a 

predetermined population area. Given that the level of financial literacy of Generation Z in 

the area is relatively low, Mukomuko Regency, Bengkulu Province was chosen as a 

representative sample for this research. 

The survey population consisted of 70,051 members of Generation Z born between 

1997 and 2012. Using the Slovin formula and a margin of error of 10%, 60 respondents were 

selected from the group who were domiciled in Mukomuko Regency, Bengkulu Province. 
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Result and Discussion 

 

Outer Model 

Assessment of reflective measurements for validity and reliability is an important part 

of evaluating the SEM-PLS model (external measurement). Validity is assessed based on two 

main criteria, namely construct validity determined through discriminant validity analysis 

and convergent validity (Hair. et al., 2017). 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2. Graphical Output - PLS SEM Algorithm 

Based on Figure 1 above using Graphical Output - PLS SEM Algorithm, it reveals the 

relationship between latent variables and their indicators.  

Convergent Validity 

 Convergent validity aims to measure the validity of each relationship between 

indicators and the relevant latent variables, as explained by Gozali, (2008) Convergent 

validity in the reflective measurement model can be determined through the correlation 

calculated by PLS between the construct score and its component scores. If the indicator is 

considered valid, convergent validity is achieved when the Average Variance Extracted 

(AVE) value is >0.5: 

Table 1. Validity Overview 

Variabel 
Cronbach's 

alpha 

Composite 

reliability 

(rho_a) 

Composite 

reliability 

(rho_c) 

Average 

variance 

extracted 

(AVE) 

Financial Behevior  (Y) 0,826 0,865 0,897 0,746 

Financial Effectiveness (X1) 0,918 1,525 0,936 0,831 

Financial Literacy(X2) 0,885 0,886 0,929 0,814 

Source: SmartPLS 4.0 Statistical Analysis (2025) 
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 Table 1 shows that all variables have an Average Variance Extracted (AVE) value >0.5, 

indicating that the convergent validity test was successful. Therefore, all indicators in each 

variable are accepted. 

Discriminant Validity 

To measure discriminant validity, a cross-loading table is used as explained by Ringle 

et al, (2018). If a latent variable shows a higher correlation with its own indicator (manifest 

variable) compared to other latent variables, then the variable is able to predict its indicator 

better than other latent variables, according to the SEM-PLS criteria   

Table 2. Discriminant Validity  Cross Loadings 

Variable Financial Behavior (Y) Financial Effectiveness (X1) 
Financial  

Literacy (X2) 

FB 1.1 0,724 0,490 0,396 

FB 1.2 0,918 0,126 0,733 

FB 1.3 0,933 0,213 0,746 

FE 1.1 0,151 0,885 -0,037 

FE 1.2 0,091 0,880 -0,076 

FE 1.3 0,365 0,966 0,135 

FL 1.1 0,692 0,079 0,886 

FL 1.2 0,674 0,015 0,907 

FL 1.3 0,647 0,082 0,913 

Source: SmartPLS 4.0 Statistical Analysis (2025) 

Based on the results of the discriminant validity test in table 2 above, it is revealed that 

the loading value between each variable indicator and its dependent variable is higher 

compared to other variables, so it is stated that it meets the requirements for conducting 

testing at the next stage. 

Reliability 

 Partial Least Squares (PLS) reliability is assessed by looking at the Cronbach's Alpha 

and Composite Reliability values on the concept of Organizational Commitment. Cronbach's 

Alpha sets the minimum limit of reliability of a construct, while Composite Reliability shows 

the consistency of each item in measuring the latent variable or the actual reliability value of 

the construct. Both Composite Reliability and Cronbach's Alpha are ideally >0.7, although 

values between 0.6 and 0.7 are still acceptable as long as other construct validity indicators 

are met (Hair Jr et al, 2014)  
Table 3. Reliability  Overview 

Variabel 
Cronbach's 

alpha 

Composite 

reliability 

(rho_a) 

Composite 

reliability 

(rho_c) 

Average 

variance 

extracted 

(AVE) 

Financial Behavior  (Y) 0,826 0,865 0,897 0,746 

Financial Effectiveness (X1) 0,918 1,525 0,936 0,831 

Financial Literacy(X2) 0,885 0,886 0,929 0,814 

Source: SmartPLS 4.0 Statistical Analysis (2025) 
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Table 3 shows the results of the reliability test; indicators in each variable are considered 

reliable if the Cronbach's Alpha and Composite Reliability values are >0.7. 

Inner Model 

In structural equation modeling (SEM) with the partial least squares (PLS) approach, 

the structural model is assessed through path coefficient estimation and measurement of the 

R-squared (R²) value.  

R Square  

The R Square value is a coefficient of determination used to assess how much the The 

coefficient of determination (R-Square) is used to determine how much influence the 

independent variable has on the dependent variable, according to Furadatin (2018), the R-

Square value is estimated to be in the range of 0 - 1. The model is said to be moderate if the 

R-Square value reaches 0.50, weak at 0.25, and strong if it reaches 0.75.  

Table 4. Test of Determination Coefficient 

Variable R-square R-square adjusted 

Financial Behavior (Y) 0,613 0,600 

Source: SmartPLS 4.0 Statistical Analysis (2025) 

Based on the results of the determination coefficient test (R-Square) listed in Table 4, the 

R-Square value is 0.613. This indicates that financial literacy and effectiveness influence 

financial behavior by 61.3%, while other factors not included in this research contribute the 

remaining 38.7%. 

Hypothesis Testing 

The significance of the t-statistic value is used to test the hypothesis. The importance of 

the calculated parameters provides an overview of the relationship between variables. The 

significance limit uses a two-way test with a P value <0.05, as explained by Ghozali (2016: 85). 

The following presents complete details of thestructural model of the PLS analysis results 

along with a hypothesis testing table 

Table 5. Path Coefficients – Mean, STDEV, T Statistics, P Values 

Variable 
Original 

sample (O) 

Sample 

mean (M) 

Standard 

deviation 

(STDEV) 

T statistics 

(|O/STDEV|) 

P  

values 

Financial Effectiveness 

-> Financial Behevior   
0,243 0,242 0,119 2,040 0,041 

Financial Literacy 

-> Financial Behevior   
0,729 0,716 0,113 6,478 0,000 

Source: SmartPLS 4.0 Statistical Analysis (2025) 
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The conclusion is obtained from hypothesis testing using statistical tools such as Path 

Coefficient – Mean, STDEV, T-Statistic, and P-Value (Table 5 above): 

1. Financial effectiveness on financial behavior shows a positive initial sample value of 0.243. 

P value <0.05 indicates that financial effectiveness has a positive effect on financial 

behavior. Thus, it can be concluded that financial effectiveness does affect financial 

behavior, so the hypothesis is accepted. 

2. The effect of financial literacy on financial behavior also shows positive results with an 

original sample value of 0.729. The positive relationship between financial literacy and 

financial behavior is indicated by a P value of <0.05. Therefore, the hypothesis is accepted 

and it can be concluded that financial literacy has a significant and positive effect on 

financial behavior 

Discussion  

The Influence of Financial Effectiveness on Financial Behavior  

Hypothesis testing shows that financial effectiveness has a significant and positive 

influence on financial behavior. This indicates that someone will be more organized and 

responsible in managing their finances if they are able to manage money well. Making wise 

financial decisions, adhering to a budget, saving, and facing financial risks are part of 

financial productivity that have a positive impact on overall financial management. 

Previous research by (Kristianti & Kristiana, 2023) also supports this finding by 

showing a positive relationship between financial behavior, financial literacy, and attitudes. 

Although the study did not examine the effectiveness of finance related to financial behavior, 

the results strengthen the idea that the two are closely related. 

A deeper understanding of personal finance is the result of better financial planning, 

budgeting, and investment management. Attitudes toward financial management tend to be 

more positive when a person masters financial principles and is able to apply them in 

everyday life. As a result, individuals begin to improve their saving habits, invest 

intelligently, and make better financial decisions.  

Thus, although the study (Kristianti & Kristiana, 2023) did not explicitly test financial 

effectiveness, the results can be interpreted that financial effectiveness plays a role as a factor 

underlying financial literacy and attitudes, which in turn influence financial behavior. 

Further research is needed to explore this relationship directly and confirm the role of 

financial effectiveness in shaping individual financial behavior 

Increasing financial education, including training on budgeting, investing, and debt 

management, can strengthen the relationship between good financial behavior and financial 

knowledge. By increasing financial literacy, individuals will be better able to make the right 

financial decisions. In addition, detailed planning and the use of financial tools such as 

budgeting applications help people monitor their financial condition more effectively. Easy 

access to financial advisors is also important for improving the quality of decision-making. 

Therefore, it is natural that millennials and Generation Z are more motivated to implement 

wise money management. 
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The Influence of Financial Literacy on Financial Behavior 

The results of the hypothesis testing revealed a positive and significant relationship 

between financial literacy and financial behavior. This shows that the ability to manage 

money, the ability to make wise financial decisions, and a person's saving habits increase 

along with increasing financial literacy. This finding emphasizes the importance of financial 

literacy in encouraging effective and wise financial behavior, which ultimately contributes to 

financial well-being. 

Previous research also shows that financial literacy has a big influence on financial 

behavior, as found by (Huyasin & Waskito, 2025) Having knowledge, skills, and confidence 

in Developing responsible attitudes and behaviors towards money is crucial to achieving 

financial stability. This allows individuals to make the right choices and manage finances 

efficiently. Financial behavior includes how a person manages, invests, and spends money, 

while being responsible for their financial obligations. (Ardilla, Ridha 2024) found that 

financial literacy greatly influences a person's actions in managing money. Individuals who 

understand basic financial concepts tend to reduce unnecessary expenses, improve their 

ability to manage budgets, and make more rational financial decisions. 

Therefore, it can be assumed that Generation Z is starting to view financial literacy as 

an important aspect of healthy personal money management practices. By gaining financial 

education early on, they have the potential to build consistent savings habits, control 

spending, and make better financial decisions. This will not only help prevent future financial 

problems but also open up opportunities for greater financial stability and independence. 

 

Conclusion 

 

The research results show that members of Generation Z receive a positive and 

significant influence from financial literacy and financial effectiveness in their money 

management practices. This indicates that financial literacy and the ability to manage 

finances wisely are the main factors in determining a person's level of financial adaptability 

and responsibility. Thus, increasing the effectiveness of financial management and financial 

literacy are key factors in encouraging Generation Z to make more rational and planned 

financial decisions, which can ultimately support the achievement of long-term financial 

well-being. 

The implementation of this research can be done by integrating financial literacy and 

effectiveness education into the formal curriculum in schools and universities. In addition, 

the use of financial technology such as financial management applications needs to be 

increased so that generation Z can manage their finances. 

practically and effectively. Training and socialization programs through social media 

are also important to increase financial awareness and knowledge widely. Support from 

various parties, such as the government, financial institutions, and educational institutions, 

is needed to provide equal and quality access to financial education. With these steps, it is 

hoped that Generation Z will be able to develop wise and sustainable financial behavior. 
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Based on the findings that financial effectiveness and financial literacy simultaneously 

have a positive and significant effect on the financial behavior of generation Z. The 

government and educational institutions need to develop and expand financial literacy 

programs that are easily accessible to generation Z, either through school curriculum, 

seminars, or digital platforms. And can hold training or workshops that focus on increasing 

the effectiveness of financial management, including how to budget, save, and invest 

Research Limitations 

1. Possible Social Bias 

Because individuals tend to provide answers that are ideal or in accordance with social 

norms rather than those that reflect actual behavior or knowledge, research results may be 

less reliable. 

2. Limited Variables Studied 

Research often only uses a few main variables such as financial effectiveness and financial 

literacy, without considering other factors. which also influences financial behavior, such 

as attitudes, experiences, or economic conditions. 

3. Sample Size and Representativeness 

This study used a relatively small sample or was limited to a particular group (e.g. 

students), so the results are less generalizable to a wider population. 

4. Limited Respondent Understanding 

5. Respondents may have a poor understanding of the financial concepts being measured, so 

their answers may not be completely accurate or comprehensive. 
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