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Abstract

This study attempted to understand the roles of social behaviour and "new trend" lifestyle of
the community of millennial urban generation, particularly the new employees towards their
financial literacy levels. The data were analyzed utilizing Multilevel Confirmatory Factor
Analysis within Structural Equation Modelling (SEM) analysis framework to identify how the
effects of lifestyle variable on financial literacy. Besides, this study aimed at examining the
significance of Attention, Interest, and Opinion (AIO) and Food Relation Lifestyle (FRL)
concepts as the construct of lifestyle variable. Additionally, it scrutinized how financial
knowledge, financial behaviours, and financial attitudes played their roles as the constructs of
financial literacy. The findings indicated that lifestyle significantly influenced the financial
literacy of urban millennial generations. This was reinforced by the empirical evidence showing
that financial literacy resulted from knowledge, attitudes, and behaviours determined by the
"new trend" lifestyle of millennial urban generations. Moreover, AlO and FRL can reffact the
"new trend" lifestyle of millennial urban generations. Overall, financial knowledge, financial
attitudes, financial behaviours reflected the financial literacy of millennial urban generations.
Keywords: financial attitudes, financial behaviours, financial knowledge, financial literacy,
lifestyle.

1.0 Literature Review

The millennial generation is the name for pggple born in 1980 to 2000 or who
are mostly in the late twenties. They are also known by other names, such as
“Generation Y’, “Net Generation”, “Gaming Generation”, “Generation Me”, and other
terms. This generation grows when the world has been transformed by new
technologies that change the way communication, work, and information exchanges.
Thus far, the millennial generation is admitted as the largest generation. This
generation is now in the timeframe as a young adult entering the workforce (Stafford,
2008).

Millennial people have some substantial traits, i.e. special, hidden, confident,
team-oriented, conventional, distressed, and achieving (Stafford, 2008). This
generation is believed to have a prominent role in the future of the country and their
parents as they were born in the "baby boom" era (Stafford, 2008). The hidden nature
appears because millennial people become the focus of children and youth protection
movement throughout history. Meanwhile, confident trait shows that the millennial
generation is full of trust, optimism, and connected with their parents and the future.
Strong team instincts and strong bonds of friendship become their norm. This
generation is also convenient since they are conservative in behaviour and
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values but bring a modern twist traditional rules and social standards. The millennial
generation can also be represented as distressed generations because of the
pressure as a "trophy kid", they feel responsible for learning hard, avoiding personal
risks, and becoming superior. The word "achieving", as they have a high responsibility
to focus on the achievement of high school standards, can also represent this
generation. This generation in the history of the United States is considered a
generation with the best level of education (Howe, 2007).

Technological advances in the 20" century have profoundly impacted the
lifestyle changes of the people (Dana R. Carney, 2005). The development of
communication and information technology in the form of social media also has
brought many impacts on social life and lifestyle, especially for the millennial
generation (Wang, 2011). Always following the trend and "exist", both in the real world
and social media, is one example of behavioural changes that occur due to the
development of communication and information technology. This change in behaviour
also has an impact on lifestyle changes. Lifestyle describes a combination of activities,
interests, and opinions (Brunso, 2004). Lifestyle can also be defined as the typical way
a person does his business (Horley, 1988).

The characteristics of the millennial generation in the preceding sections,
particularly the nature of self-confidence, distressed, and achieving, also seem to
influence their lifestyle. The millennial generation tends to achieve targets in their lives.
They are always looking for new oppartunities and tend not to miss anything (Simoes,
2008). Building a wide network is one of the ways they often do to get new
opportunities. As to build a wide network, this generation is changing their lifestyles to
fitin into a network thzat they consider to be opening opportunities (Jayaraman, 2016).

Organization for Economic Co-operation and Development defines financial
literacy as a combination of awareness, knowledge, abilities, attitudes and behaviour
needed to make financial decisions and ultimately achieve personal well-being
(OECD, 2013). The conceptual definition of financial literacy as a measure of the level
of understanding of keygffinancial concepts and the processing of the capabilities and
beliefs for managing personal finance through appropriate short- term decision
makings and long-term financial planning, with attention to life events and changes in
economic conditions (Remund, 2010).

The OECD/INFE has developed a financial literacy measurement instrument
consisting of three dimensions, namely financial knowledge, financial behaviours, and
financial attitudes (OECD, 2013). The OECD/INFE uses these three dimensions to
make an assessment that indicates the level of financial literacy (OECD, 2013). The
measurement instruments have been widely adapted in several studies of financial
literacy in different countries (Agarwalla, 2015; Cameron, 2014; Navickas, 2014).

The OECD has surveyed the level of financial literacy in different countries with
diverse population ages in recent years. The results of this OECD survey are used by
various studies to compare the level of financial literacy in each country. Studies and
surveys related to financial literacy among young people gZgve begun in the last
decade; and the results of th@ studies show the similarity that the level of financial
literacy among young people is still relatively low compared with the average level of
financial literacy (Agarwalla, 2015; Cameron, 2014; de Bassa Scheresberg, 2013;
Navickas, 2014; Soria, 2014; Stein, 2013; Xiao, 2014).
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Seeing the low level of financial literacy, especially among young pegrjle, the
government in various countries has actively created progrargg to increase the level
of financial literacy. Indonesia is one of the countries trying to increase the level of
financial literacy through the National Strategy of Financial Literacy Indonesia,
proclaimed by the Financial Services Authority of Indonesia (OJK). This is conducted
because financial literacy is contributive and has an important role in the financial
stability of the country (Hall, 2008; Nalini, 2016; Remund, 2010).

2.0 Data and Sample

The cross-sectional method is used in data collection. This method is conducted
by taking data at one time for each observation. This method is chosen since it is
simple and does not take much time and cost. The population studied is the millennial
generation; living in the urban areas in Indonesia, currently working, and living
financially independent. The sampling method used in this study is non- probability
sampling, judgmental (purposive) sampling.

This study uses the Multilevel Confirmatory Factor Analysis method because
this method is more representative thegggpther available methods. The commonly used
estimation method for the Multilevel Confirmatory Factor Analysis is the Maximum
Likelihood Estimation (MLE). Rule of thumb the minimum sample size required by the
estimation method of Maximum Likelihood Estimation is 200 observations (Joseph F.
Hair, 2010). However, given the considerable number of parameters estimated, the
researchers determined less than 300 observations, exactly 387 observations, as the
study sample size of this study.

3.0 Method

This study is a survey of the urban millengjal generation to determine the
characteristics of the “new trend” lifestyles and their financial literacy levels, as well as
the causal relationship between lifestyle and financial literacy of the millennial
generation.

4.0 Empirical Findings and Discussion

Respondents in this study are classified based on several characteristics, i.e.
gender, age, education, occupation, and income. Most of the respondents are women
(63.82% see Table 1). Then, the millennial generation is at most aged between 27 and
31 years (47.03% see Table 2). Their qualification background is mostly S1 or higher
(70.03% see Table 3). Besides, the millennial generation is mostly private employees
(37.72% see Table 4) and earns less than IDR 5 million (45.22% see Table 5).

Table 1 : Gender of Respondent

Gender Frequency %
Male 140 36.18
Female 247 63.82
Total 387 100

Source: Primary data from questioner
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Table 2 : Age of Respondent

Age Frequency %
22 — 26 year 146 37.73
27 — 31 year 182 47.03
32 — 36 year 59 16.46
Total 387 100

Source: Primary data from questioner

Table 3 : Education of Respondent

Education Frequency %o
Diploma (D1/D2/D3) 38 9.82
S1 or higher 271 70.03
High School 78 20.15
Total 387 100

Source: Primary data from the questioner

Table 4 : Job of Respondent

Job Frequency %

Government employee 45 11.63
BUMN employee 82 2119
Private employee 146 37.72
Entrepreneur 114 29.46
Total 387 100

Source: Primary data from the questioner

Table 5 : Income of Respondent

Ingome Frequency %o
<Rp 5.000.000 175 45.22
Rp 5.000.000 — Rp 10.000.000 133 34.37
Rp 10.000.000 — Rp 20.000.000 43 11.11
> Rp 20.000.000 36 9.30
Total 387 100

Source: Primary data from the questioner

To examine the effect of Lifestyle (X) on Financial Literacy (Y), and to test the
Attention, Interest and Opinion (AlO) and Food Relation Lifestyle (FRL) concepts as
the constructs of Lifestyle, and to examine the financial knowledge, financial
behaviors, and financial attitudes as the constructs of Financial Literacy, the Multilevel
Confirmatory Factor Analysis tool in the Structural Equation Modeling (SEM) is used

(see Fig. 1).
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Figure 1 : Path diagram variable causality and construct of variable

Data processing on lifestyle and financial literacy variable is done employing
the M-plus 7.0 program (see Fig. 2).

4 FiK
AlO | 1.04
z
.88
1
- 93
0.369 -~
Life Style o Financial . FiA
Literacy
.94
B1
FRL »
Chi-Square = 648.207 + FiB
Df =193

CMIN/Df = 2.004
RMSEA = 0.082
TLI = 0.947
CFl=0,953
Figure 2 : Structural Modelling

Hypothesis testing shows that this model is less suitable or less fit for the data
used in the study. This can be seen from the RMSEA, CMIN/DF, TLI, and CFl index,

which are still or close to the expected value. Overall, the model conformance test is
shown in Table 6.
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Table 6 : The Model Conformance Test (godness-of-ﬁt index)
The goodness of fit Cut off value Analysis Evaluation
index Results
X2 Chi-Square Expected to be 700.202

small
DF 293
CMIN/DF < 2.00 2.389 Marginal
TLI = 0.95 0.937 Marginal
CFI = 0.95 0.943 Marginal
RMSEA <0.08 0.087 Marginal

Source: Primary data analysis using M-plus 7.0

Table 6 shows that the criteria have a marginal value or close to the fit the index,
therefore, this model is still acceptable. Thus, the consistency between the model and
data in this study results in marginal and close-to-fit confirmation towards the factor
dimensions and causality among factors. )

Hypothesis testing requires a test to the null hypothesis, stating that the
regression coefficient between variables is equal to zero through the usual t-test in the
regression models (Ferdinand, 2005), with an error rate of 5% (0.05) and a cut- off
value of 2.58. The following table presents the values of regression coefficients and
CR (Critical Raggy) as the basis of acceptance of the research hypothesis. The results
of the analysis in this study can be seen in Table 7.

Table 7 : Standardized Regression Weight for Hypothesis Testing

Variable CR pP-vawe Note (Ha)

Lifestyle —  Financial literacy  5.227 0.000 Significant
Lifestyle By AlO 41.679 0.000 Significant
Lifestyle By FRL 38.612 0.000 Significant
Financial literacy By Knowledge 60.259 0.000 Significant
Financial literacy By Attitudes 52.788 0.000  Significant
Financial literacy By Behaviours 22.346 0.000 Significant

Source: Primary data analysis using M-plus 7.0
The following explains the content of Table 7.

1. The Effect of Lifestyle on Financial Literacy

Hypothesis 1 stating that Lifestyle has a positive effect on Financial Literacy is
accepted. This is indicated by the value of CR of 5.227 and p of 0.000 or at a
significance level of 0.05 and results in an estimated value of 0.369. Thus, the Lifestyle
variable formed by AIO and FRL significantly affects Financial Literacy. Therefore, the
lifestyle of the urban millennial generation formed by AlO and FRL can determine their
Financial Literacy.

2. AIO reflects Lifestyle

Hypothesis 1A, stating that AlO reflects the Lifestyle, is accepted. This is indicated
by the value of p of 0.000 or at the level of significance of 0.05 and results in an
estimated value of 0.943. Thus, the AlO variable can be the lifestyle-forming
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construct. Therefore, the lifestyle of the urban millennial generation can be formed by
AlO.

3. FRL reflects Lifestyle

Hypothesis 1B, stating that FRL is a reflection of the Lifestyle, is accepted. This is
indicated by the value of p of 0.000 or at a significance level of 0.05 and gives an
estimated value of 0.877. Thus, the FRL variable can be the lifestyle-forming construct.
Therefore, FRL can form the lifestyle of the urban millennial generation.

4. Financial Knowledge reflects Financial Literacy

Hypothesis 1C, stating that Financial Knowledge is a reflection of Financial Literacy,
is accepted. This is indicated by the value of p of 0.000 or at a significance level of
0.05 and results in an estimated value of 1.037. Thus, Financial Knowledge can be a
construct forming Financial Literacy. Therefore, Financial Knowledge can form the
Financial Literacy of the urban millennial generation.

5. Financial Attitude reflects Financial Literacy

Hypothesis 1D, stating that the Financial Attitude is a reflection of Financial Literacy,
is accepted. This is indicated by the value of p of 0.000 or at a significance level of
0.05 and results in an estimated value of 0.930. Thus, Financial Attitude can be a
construct forming Financial Literacy. Therefore, Financial Attitude can form the
Financial Literacy of the urban millennial generation.

6. Financial Behaviors reflects Financial Literacy

Hypothesis 1E, stating that Financial Behaviors are a reflection of Financial Literacy,
is accepted. This is indicated by the value of p of 0.000 or at a significance level of
0.05 and results in an estimated value of 0.809. Thus, Financial Behaviors can be a
construct forming Financial Literacy. Therefore, Financial Behaviors can form the
Financial Literacy of the urban millennial generation.

5.0 Conclusions

Lifestyle has a significant influence on the financial literacy of the millennial
generation. The results of this study confirm that the financial literacy formed by
knowledge, attitude, and behaviours will be determined by the new trend lifestyle of
the millennial generation. Therefore, when an urban millennial has this kind of lifestyle,
they will still pay attention to its financial literacy due to their knowledge, attitude, and
behaviours regarding their personal financial management.

Attention, Interest, and Opinion (AlO) and Food Relation Lifestyle (FRL) are
proven to reflect the lifestyle of the urban millennial generation. Therefore, AIO and
FRL will be a prominent factor in shaping the new trend of lifestyle. Financial
knowledge, financial attitude, and financial behaviours are proven to reflect financial
literacy. Therefore, these three factors will be the important factors in generating
financial literacy of the new trend millennial generation.

This research can provide some suggestions for financial service providers and
Financial Services Authority of Indonesia (OJK) where the new trend society is the
urban millennial generation having a different lifestyle with the previous generation. In
this study, lifestyle, formed by the dimensions of AIO and FRL, can determine the level
of financial literacy. Therefore, AIO and FRL of the millennial
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generation should always be considered because they become the main factor of the
financial literacy level of each individual.
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