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ABSTRACT

The capacity of human capital, today has become a strategic issue in achieving
prosperity of nations. Some of nation which has a high or good level at human capital
index will be have a significantly impact on achieving prosperity on a nation’s society,
including Indonesia and specially Batam city which has been becoming part of young
province in Indonesia and close to Singapore as a central of economics world. Batam
must be ready to increase and prepare all of resources which it can be increasing
personal prosperity and increasing the goodness of life in the future by using investing
in human capital. This research has mainly goals to demonstrate and analyze the
influence of parent’s socio-economic status, family financial governance, financial
learning in higher education, on financial literacy, lifestyle and human -capital
investment. The population in this research was 1.233 respondent of economics and
business students in Batam, Riau Province in Indonesia, and the sample numbered 302
students. Analyzing data in this research was using SEM (Structural Equation Modeling)
with AMOS ver. 20. The result of discussion can be concluded that parent’s socio-
economic did not effects significantly to financial literacy, parent’s socio-economic
effects significantly to lifestyle, parent’s socio-economic effects significantly to human
capital investment. Family financial governance effects significantly to financial
literacy, Family financial governance did not effects significantly to lifestyle, Family
financial governance effects significantly to human capital investment. Financial
learning in higher education effects significantly to financial literacy, financial learning
in higher education did not effects significantly to lifestyle, financial learning in higher
education effects significantly to human capital investment. Financial literacy effects
significantly to lifestyle, financial literacy effects significantly to human -capital
investment. Lifestyle effects significantly to human capital investment.

Keywords: parent’s socio-economic status, family financial governance, financial learning in
higher education, financial literacy, lifestyle, and human capital investment.
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INTRODUCTION

Investment in human capital means that the process of acquiring knowledge and skills through
education is not merely a form of consumption, but is an investment activity that is applied to
the human person itself. In 1966 Bawman introduced a conception of the human investment
revolution in economic thought. The idea at that time greatly influenced the mindset of the
government, planners, international institutions, as well as educators throughout the world in
planning and developing human resources (Lutz, 2008: 558). As a result, there has been an
escalation in the demand for education in developing countries which is characterized by the
massively of education to date (Singh, 1986; 53).

The investment theory of human capital is a school of thought which assumes that humans are
a capital as other forms of capital such as; machinery, money, land and technology that
determine the level of ability to increase national income. Through self-investment, one can
expand alternatives to choose a profession, work or other activities to improve their welfare
(Duc Dai, 2017; 54). The five variables that can initiate the human capital investment process
can be classified into five, namely: family socio-economic status, family financial governance,
financial learning in college, financial literacy, and lifestyle.

Batam as an area that is in the sovereignty of the Republic of Indonesia, has a strategic location
and close to Singapore which is a gateway to world trade traffic. As can be noted, Singapore is a
country that is so advanced in almost all aspects of life. A country that is a reference for many
nations with all the advantages of existing governance. Modernity developed in the country has
become a benchmarking for many other countries including Indonesia. Batam as the area
closest to Singapore certainly needs to push itself to be able to keep up with the pace and
development of the neighboring country.

The position of the Batam region as the closest entrance to the outside world for goods from
abroad requires that the Batam area needs to have plenty of adequate preparation in order to
synergize with Singapore so that the relations formed can bring optimum welfare effects,
moreover Batam has become a trading area free. This requires qualified resources and is able
to work well in many fields that are needed. To spur it all, it is necessary to increase the
capacity of human capital in the region.

Currently in the city of Batam there are more than 10 institutions of Higher Education in order
to accelerate and provide support for increasing human capital in the future, through
education investment in human capital (Human Capital Investment) can be created, which in
turn can determine the achievement of individual goals, groups and ultimately the
achievement of national welfare. Through investment in human capital, one can expand
alternatives to choose professions, jobs or other activities to improve their welfare (Duc Dai,
2017; 54). The five variables that can initiate the human capital investment process can be
classified into five, namely: paren’s socio-economic status, family financial governance,
financial learning in college (higher education), financial literacy, and lifestyle.

Higher education in its role as a disseminator of financial literacy is inseparable for a student,
because financial literacy is a useful tool for making good financial decisions, but the reality in
various countries still shows relatively low levels. A person needs to have high financial
knowledge, because low financial knowledge will lead to the making of a wrong financial plan,
and ultimately unable to achieve prosperity at the age of no longer productive. Evidence in the
field suggests that financial difficulties for a person are not merely a function of low income,
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facts show financial difficulties can also arise if there are errors in financial management, such
as misuse of credit, and lack of good financial planning and a materialistic lifestyle.

The achievement of financial well-being which in the end is also expected to achieve long-term
goals is not only correlated with financial literacy, but it is also influenced by parent or family
socio-economic factors and values that are adopted as guidelines and economic views of
families or groups in certain regions (Wiillian, Rebeck., MacDonald., 2010: 76). The family as
the smallest community unit is one of the significant learning places for the development of
children's character from childhood to adulthood. In the learning process that child will be
introduced to various things that are useful for him in the future. With knowledge and
understanding capital instilled by parents, the child will be strengthened to realize prosperity
in the future. The value of economic value instilled by parents is the value of not always being
deficient, but as much as possible to always be in sufficiency. How the parents allocate every
dollar that is available to the family is a real lesson that is the value that is adopted by children.

The results of a survey conducted by OJK (Financial Services Authority in Indonesia) found the
level of financial literacy in 2016 showed that the financial literacy rate of the Indonesian
people had increased from the previous 21.8% in 2013 to 29.7% in 2016. The same thing also
happened at the level of public financial inclusion Indonesia, which in 2013 amounted to
59.7% to 67.8% in 2016 (National Survey on Financial Literacy and Inclusion, OJK; 2016; 12).
The results of this survey can be used as material to evaluate the efficiency and effectiveness of
financial literacy and financial inclusion programs in the community so that the acceleration of
public welfare can be realized.

The data on this research has a goal to analyze the effects of: 1) parents' socio-economic status
on financial literacy. 2) Family financial management of financial literacy. 3) financial learning
in higher education on financial literacy. 4) Parents' socio-economic status towards lifestyle. 5)
Family financial management of lifestyle. 6) Financial learning in higher education on lifestyle.
7) Parental socio-economic status of human capital investment. 8) Family financial
management of human capital investment. 9) Learning in higher education on human capital
investment. 10) Financial literacy on lifestyle. 11) financial literacy towards human capital
investment. 12) Lifestyle towards human capital investment.

LITERATURE REVIEW

Parent's Socio Economic Status

Common Dictionary of Indonesian Language gives an understanding of status as a state,
position of an individual, or object. In the economic sense a person's status means the position
of people in a group or society. Literally status can mean a state in a hierarchy that shows
rights and obligations in the ideal number of roles in a container (Poerwadarminta. 1993: 32).
Based on the understanding and reference of several sources regarding the understanding of
parents 'socio-economic status, a synthesis can be drawn that parents' socio-economic status is
a condition, position and position of parents or individuals that can be seen from income,
education, rank and influence for a group others in the community and their ability to meet the
daily needs of the income earned.

Family Financial Governance

Family financial governance can be done by parents so that children in the future have good
financial management skills. Houston (2009; 32) states that financial governance in the family
is an activity taught by parents to their children in order to provide financial knowledge in the
family environment. This learning can be done with examples from the parents themselves. In

Copyright © Society for Science and Education, United Kingdom 35



Wibowo, A. E., Ratnawati, T., & Sardjono, S. (2019). The influence of Parent’s Socio-Economic Status, Family Financial Governance, Financial
Learning in Higher Education on Financial Literacy, Lifestyle and Human Capital Investment of Economics and Business Students in Batam City,
Indonesia. Archives of Business Research, 7(6), 33-43.

his book Senduk (2010) suggests that a child can be taught to have good money management
skills

Financial Learning at Higher Education

The nature of learning is an activities consciously and systematically providing knowledge and
understanding and education in an interaction process in order to achieve the expected goals
(Arikunto, 2008: 19). The learning process experienced by almost every individual is different
in the absorption that is accepted even though it is obtained from the same learning source.
Each individual in its development in a hierarchy can climb the ladder of the learning process
starting from elementary, middle and general, as well as higher education. Based on the
understanding and reference of several sources about the notion of financial learning in higher
education, a synthesis of the meaning of financial learning in higher education can be taken is
an activity or process that continues in the campus or school environment where there is
interaction between educators and students in financial material learning in the form of a
curriculum that is planned, implemented, evaluated not only includes education but also
training to prepare students to have changes in attitudes and behavior in financial matters in
the present and future.

Financial Literacy

Financial literacy is a person's ability to manage existing assets to achieve the expected goals.
Huston (Huston;2010: 17) states that financial knowledge is an inseparable dimension of
financial literacy, but has not been able to describe financial intelligence. Financial literacy
occurs when an individual is competent and has a set of skills and abilities that make the
individual able to utilize existing resources to achieve goals. Based on the understanding and
reference of several sources about the notion of financial literacy, a synthesis of the notion of
financial literacy can be taken is a situation where someone has the skills or art in managing
finances well which includes aspects of credit, expenditure, savings and investment, all of
which are expected to bring to the goal aspired future.

Lifestyle

Lifestyle describes all one's patterns in action and interaction in the world. According to
(Assael. H., 2004: 67) lifestyle is a fashion of living that is identified by how people spend their
time (activities), what they consider important in their environment (interest), and what they
think of themselves and the world around them (opinions. Lifestyle according to (Kotler, P,
2012: 132) is a person's lifestyle in the world expressed in his activities, interests, and
opinions. Lifestyle describes "the whole person" in interacting with the environment. that
lifestyle is a person's life pattern expressed in activities, interests and opinions in spending
money and how to allocate time.

Human Capital Investment

Investment in Human Capital means that the process of acquiring knowledge and skills
through education is not merely a form of consumption, but is an investment. In 1966 Bawman
introduced a conception of the human investment revolution in economic thought. The ideas
above at that time greatly influenced the mindset of the government, planners, international
institutions, as well as educators throughout the world in planning and developing human
resources (Lutz., 2008: 59). As a result, there has been an escalation in the demand for
education in developing countries which is characterized by the massively of education which
is still one of the educational trade marks in most developing countries. Based on the
understanding and references of several sources about human capital investment, a synthesis
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of the notion of human capital investment can be taken as an investment in human capacity or
capital obtained through education and skills based on good literacy and financial planning to
increase personal capacity and efficiency in the future.

RESEARCH METHODS
Approach
The type of research in this study is quantitative research. Quantitative research is a method
used to test certain theories by examining the relationship of how much influence between
variables dependent to variable dependent using statistical analysis. This research is a survey
research using questionnaire for collecting the data. The results of the questionnaire were
tested using validity test and reliability test before running the final test using Amos Ver. 20.

Population and Sample

Research using survey method is very important in determining the size of the sample size. The
rules for selecting sample should use random sample selection and the sample size must be
determined by the risk of sampling that can be tolerated. Based on these consideration, the
sample selection method used in this study will be formulated in Slovin, as follows :

Where:

n = Number of samples

N = Total population

eZ= Precision which set (margin of error), 5%

1+ 1233 (0.052)
n= 302. 02 respondents

in this case the number of study samples was set at 302 respondent.
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Conceptual Model
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Figure 1. Concpetual Frameworks of Research

Operational definition is the operationalization of theoretical concepts that derived into
measurable indicator. The synthesis results of the theory are as follows;

1. Parent’s socio economic status can be interpreted as; ability to expense, hierarchical of
education, commitment to healthy, assets of land and building, and range of earn.

2. Family financial governance can be interpreted as; family pattern, expenses notes,
training of saving, trust in kids, ability to payment.

3. Financial learning in higher education can be interpreted as; optimize of understanding,
majoring in financial learning, extending knowledge, time value of money, investment
literating.

4. Financial literacy can be interpreted as; ability to calculate profit and loss, understand
in various investment, understand in debt subject, understand in saving, ability to set
financial planning.

5. Lifestyle can be interpreted as; daily activities, preferable act to spend of time, opinion
about something, need spend of money, attitude toward goods and services

6. Human capital investment can be interpreted as; increasing knowledge, efficiency
achievement, privately orientation, successful planning, increasing someone capacity.

RESULTS AND DISCUSSION
The results of the descriptive analysis after the estimated model meets some of criteria. To
prove the hypothesis in this study, can be done by looking into the significance of the influence
of the variable coefficient and significance values of critical ratio (CR), and p-value. This figure
below explaining the result of the structural equation modeling by using Amos. 20;
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After knowing the magnitude of the coefficient value of each variable the next stage is to test
the hypothesis by using the CR value and its probability. Parameters of the presence or absence
of influence can be partially identified based on the CR (Critical Ratio) value. To determine
whether there is an influence of exogenous variables on endogenous variables and endogenous
variables on endogenous variables, provisions are used if the CR value is> 1.96 or a significance
value of <0.05, it is decided that there is a significant effect of exogenous variables on
endogenous variables or endogenous variables on endogenous variable.

The following are Regression Weight and Standardized Regression Weight structural equation

models
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Table 1. Hypothesis Testing with Regression Weight

Relationship Between Variables StaEr;(giz:;c;'i(zeed Criti(((::aj:{%atio va[l)ue Notes
Feonomie Seas (1) im0 0114 1812 | 0070 | ns.
gigi‘;ﬁli";‘;‘a"tus xy) 2 Lifestyle(22) 0,193 2,853 0,004 | s
eonomicSB o ivesment (0| 127 2138 | 0032 | s
N e R I
22323’15 I‘I‘Z“&% > Lifestyle (Z2) -0,025 -0,347 0,728 | ns
Bl > mmmonel | o | s o]
Phanciteminels > fmdl | o | s o] s
El‘l‘;l‘;‘ghh‘izg‘;?g&g) > Lifestyle (Z2) -0,103 -1,405 0,160 | ns
ancalemne s 5 Tmmone | oan | saw oo | s
Financial Literacy (Z1) >  Lifestyle (Z2) -0,240 -3,106 0,002 s
Financial Literacy (Z1) - ﬂ;?;;ii?(t% 0,303 4,306 0,000 | s
Lifestyle (Z2) > I}:l“‘/‘:si‘r;giﬁ‘(t% -0,176 -2,849 0,004 | s

According to table above the value in their column gives following results;

1.

Parameter estimation results of parents' socio-economic status variables on financial
literacy show a non-significant effect with a CR value of 1.812 (smaller than 1.96) and a
significance level (p-value) of 0.070 (greater than 5%). The effect coefficient is only
0.114 (positive), meaning that the higher the socio-economic status of parents will have
a small impact on increasing financial literacy.

Parameter estimation results of parents' socio-economic status variables on lifestyle
shows a significant effect with a CR value of 2.853 (greater than 1.96) and a significance
level (p-value) of 0.004 (smaller than 5%). The effect coefficient produced is 0.193
(positive), meaning that the higher the socio-economic status of the parents, the higher
the student's lifestyle.

The parameter estimation results of parents' socio-economic status variables on human
capital investment show a significant effect with a CR value of 2.138 (greater than 1.96)
and a significance level (p-value) of 0.032 (less than 5%). The effect coefficient
produced is equal to 0.127 (positive), meaning that the higher the socio-economic
status of the parents, the higher the human capital investment.

The parameter estimation results of family financial governance variables on financial
literacy show a significant effect with a CR value of 3.919 (greater than 1.96) and a
significance level (p-value) of 0.000 (less than 5%). The coefficient of influence
produced is equal to 0.267 (positive), meaning that the better the family financial
management, the higher the financial literacy.

The parameter estimation results of family financial governance variables on lifestyle
show a non-significant effect with a CR value of -0,347 (smaller than 1.96) and a
significance level (p-value) of 0.728 (greater than 5%). The effect coefficient is only -
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0.025, meaning that the better family financial governance will have a small impact on
decreasing the level of student lifestyle.

6. The parameter estimation results of family financial governance variables on human
capital investment show a significant effect with a CR value of 4.225 (greater than 1.96)
and a significance level (p-value) of 0.000 (less than 5%). The effect coefficient is 0.273
(positive), meaning that the better the family financial management, the higher the
human capital investment.

7. The parameter estimation results of financial learning variables in higher education on
financial literacy show a significant effect with a CR value of 4.623 (greater than 1.96)
and a significance level (p-value) of 0.000 (less than 5%). The coefficient of influence
produced is equal to 0.322 (positive), meaning that the better the financial learning in
college, the higher the financial literacy.

8. The parameter estimation results of college financial learning variables on lifestyle show
a non-significant effect with a CR value of -1.405 (smaller than 1.96) and a significance
level (p-value) of 0.160 (greater than 5%) . The effect coefficient is only at -0.103,
meaning that the better financial learning in higher education will have a small impact
on decreasing the level of student lifestyle.

9. The parameter estimation results of financial learning variables in higher education on
human capital investment show a significant effect with a CR value of 3.234 (greater
than 1.96) and a significance level (p-value) of 0.001 (smaller than 5%). The coefficient
of influence produced is equal to 0.211 (positive), meaning that the better financial
learning in college, the higher the human capital investment.

10. The parameter estimation results of financial literacy variables on lifestyle show a
significant effect with a CR value of -3.106 (absolute value greater than 1.96) and a
significance level (p-value) of 0.002 (smaller than 5%). The coefficient of influence
produced is equal to -0.240 (negative), meaning that the better the financial literacy, the
level of student lifestyle will decrease.

11. The results of the parameter estimation of financial literacy variables on human capital
investment show a significant effect with a CR value of 4.306 (greater than 1.96) and a
significance level (p-value) of 0.000 (less than 5%). The effect coefficient is 0.303
(positive), meaning that the better the financial literacy, the higher the human capital
investment.

12. The lifestyle variable parameter estimation of human capital investment shows a
significant effect with a CR value of -2.849 (absolute value greater than 1.96) and a
significance level (p-value) of 0.004 (smaller than 5%). The effect coefficient is equal to
-0.176 (negative), meaning that the higher the level of lifestyle, the human capital
investment will decrease.

CONCLUSION
Based on the results of analysis and hypothesis testing that has been done before, the results of
the study conclude the following such as; 1) parents 'socio-economic status has no significant
effect on financial literacy in students of the Economics College in Batam City, 2) parents' socio-
economic status has a significant effect on lifestyle for students of the Economics College in
Batam City. 3) Parents' socio-economic status has a significant effect on human capital
investment in students of the Economics College in Batam City. 4) Family financial governance
has a significant effect on financial literacy in students of the Economics College in Batam City
5) Family financial governance has no significant effect on lifestyle in students of the
Economics College in Batam City. 6) Family financial governance has a significant effect on
human capital investment in students of the Economics College in Batam City. 7) Financial
learning in higher education has a significant effect on financial literacy in students of the
College of Economics in Batam City. 8) Financial learning in higher education has no significant
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effect on lifestyle for students of the Economics College in Batam City. 9) Financial learning in
higher education has a significant effect on human capital investment in students of the
Economics College in Batam City. 10) Financial literacy has a significant effect on lifestyle in
students of the Economics College in Batam City. 11) Financial literacy has a significant effect
on human capital investment in students of the Economics College in Batam City. 12) Lifestyle
has a significant effect on human capital investment in students of the Economics College in
Batam City.

References
Adelfer., 2008, Financial Planning, Gramedia, Jakarta.

Alborz., Hosseinpour.,2015, Investigating Life Style of Employed Women Compared to Housewives. American-
Eurasian Network for Scientific Information, Journal, 16.

Assael.H., 2004, Consumer Behavior and Marketing Action, Pearson Prentice Hall, NY Inc.
Boediono., 1992. Ekonomi Mikro, bpfe, Universitas Gadjah Mada, Yogyakarta

Carmel, Leiser., Spivak., 2015, Facing a Biased Adviser While Choosing a Retirement Plan: The Impact of Financial
Literacy and Fair Disclosure. The Journal of Consumer Affairs, Fall 2015, 576-595.

Chen dan Volpe., 1998, An Analysis of Financial Literacy among College Students. Financial Services Review, 7(1),
107-128.,107-128.

Clark., Morrill ., Allen., 2012, The Role of Financial Literacy in Determoning Retirement Plans. Journal of Economics
Inquiry. DOI: 10.1111/1465-7295-2011.00390.x Western Economic Association International.

Cockburn.].,2001, Trade Liberalisation and Poverty in Nepal;A Computable General Equilibrium Micro Analisys.
Centre for Study of African Economies, Oxford University., 67.

Cull dan Whitton., 2013, University Students’ Financial Literacy Levels: Obstacle and Aids. The Economic and Labour
Review, Vol 22, No.1, 99-114.

D. Romesh.,, 2000:36. Relational Wealth and the Quality of Life. Journal of Socio Economics, Vol.29, 2000, 305-340.

David Yi.,, Seyedian., 2011, Improving Financial Literacy of College Students:A Cross Sectional-Analysis. College
Students Journal, (185), 177-189.

Denton. F, Burroughs. ], R,,1997, Family Structure, Materialism,and Compulsive Consumption. Journal of Consumer
Research, Vol.23, P.312-325, 318.

Duc Dai., 2017, Human Development and Alienation in the Context of Economic Crisis in Vietnam. Capital and Class,
Vol. 41.(1), 133 - 158, 133-158.

F.J. Contractor., S. Mudambi., 2008, The Influence of Human Capital Investment on The Export of Services Goods:An
Analysis of The Top 25 Services Outsourcing Countries. Journal of Management International Review (MIR).

Faulkner.,2016, Financial Literacy Education in the United States Library Programming versus Popular Personal
Finance Literature. Reference & User Services Quarterly,Volume 56, Issue 2 | Winter 2016, 116-125.

Fowdar.lamport., 2007. Financial Literacy: Evidence from Mauritius. Mauritius, Mational Foundation for Education
Research, 1-30.

Genevieve Gariepy., Et.al, 2017, Early-Life Family Income and Subjective Well Being in Adolescents.
Https://Doi.Org/10.1371/]Journal.Pone.0179380, 8.

Gerrans., Hershey., 2017, Financial Adviser Anxiety, Financial Literacy, and Financial Advice Seeking. The Journal of
Consumer Affairs, 54 - 90, 2017,

Greenfield, ]. (2015:65. (2015). Challenges and Opportunities in The Pursuit of College Finance Literacy, The Journal
of Consumer Affairs,121-142.

Gutter., 2010,. Financial Management Practices of College Students from States with Varying Financial Education
Mandates. National Endowment for Financial Education, 2010, 65.

URL: http://dx.doi.org/10.14738/abr.76.6630. 42



Archives of Business Research (ABR) Vol.7, Issue 6, June-2019

Heckman dan Grabel.,, 2013,Testing The Role of Debt Parental Attitudes, Student Income,Dependency Status, and
Financial Knowledge have in Shaping Financial Self- Efficacy Among College Students. College Students Journal,
2013, 51-64.

Hilgert, H. and B.,2003. Households Financial Management : The Connection Between Knowledge and Bahavior.
Federal Reserve Bulletin, Vol 89, P.309-322, 310.

Houts., Knoll., 2012, The Financial Knowledge Scale :An Application of Item Response Theory to The Assesment of
Financial Literacy. Journal of Consumer Affairs DOI: 10.1111/j.1745. 6606.2012.01241.X, 87.

Huston. S]., 2010, Measrung Financial Literacy. Journal of Consumer Affairs, Summer, Vol.44 No.2, 56.

Johnson., 2007, From Financial Literacy to Financial Capability Among Youth. Journal of Sociology and Social
Welfare, September, 2007, 119-145.

Jorgensen, 2007, Financial Literacy of College Students: Parental and Peer Influences. Virginia Polytechnic Institute
and State University, 43.

Copyright © Society for Science and Education, United Kingdom 43



