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Abstract:- Financial literacy is one of the determinants
of the well-being of individuals and indirectly affect the
incidence economic developmerfEfiin the community.
Various studies conducted show that there is a positive
relationship between the level of the financial literacy of
the community and the economic condition of a country.
Seeing the importance of the financial literacy, the
Financial Services Authority together with Bank
Indonesia encourages the improvement of the financial
literacy condition of the community with the aim of
increasing the competitiveness of the Indonesian
economy. In addition, financial literacy is one of the
pillars in the policy of achieving financial inclusion in
Indonesia.

Keywords:- Financial literacy economic conditions.

L INTRODUCTION

Background Financial literacy is a basic need for
everyone to avoid financial problems. Financial difficulties
are not only a function of mere income (low income),
financial difficulties can also arise if there are errors in
financial management (miss-management) such as credit
usage errors, and lack of pm]ing finance. (Krishnaet al,
2010). Financial limitations can cause stress, and low self-
confidence, even for some families, these conditions can
lead to divorce. Having financial literacy is a vital thing to
get a life that is cool, and quality. Further explained that
financial literacy together with reading and mathematical
ability is the key to become smart consumers, manage credit
and funding higher education, saving and investing and wab
be responsible RGA country. (Krishnaet al 2010).
Individual needs and increasingly complex financial
products require people to have adequate financial literacy.
Possessing maslcrmf science and skills in the financial
field encourages individuals to understand and engage
national issues in the financial sector such as health care
costs, taxes, investment and access to the financial system.
(Nababanand Sadalia, 2013).

Lack of financial literacy can result in low access to
financial institutions and hamper prosperity, because
according to prospective members of the Financial Services
Authority, Soetiono, broad access to the financial system or
financial system that includes micro businesses, the poor
and women, as well as productive households, it can reduce
income differences between communities. (Nababanand
Sadalia, 2013). Currently, according to the acknowledgment
of the Member of the Board of Commissioners for
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Education and Protection f the OJK Consul,
Kusumaningtuti Soetiono, the level of financial literacy of
the Indonesian people is still low, only 28% .Far compared to
neighbouring countries such as Singapore and Malaysia,
even Thailand. In Malaysia, the financial literacy rate of the
community reached 66%, Singapore reached 98%, while
Thailand reached 73%, while Indonesia was still at 28% .In
the past 5 years, it 1s still difficult to match the literacy
figures of the neighbouring countries due kondisi different
geo graphical Indonesia with countries tetanga. Around 60%
of our a:()ple are in the interior (Finance.Second.Com,
2014). This indicates that the financial system has not run
optimally and there is still room for improvement in order to
increase public access to the se,rvi of financial
mstitutions. Seeing these conditions, in June 2012, Bank
Indonesia worked together with the Secretariat of the Vice
President-the National Acceleration of Poverty Reduction
(TNP2K) and the Fiscal Policy Agency The Ministry of
Finance issues a National Inclusive Finance Strategy.

In the framework of implementing the Inclusive
Finance program, Bank Indonesia (BI) together with the
government compiled a National Financial Inclusion
Strategy (SNKI) which i§flhe of its main pillars 1s Financial
Education which aims to increase the level of financial
literacy of the Indonesian people (financial literacy), (Bank
Indonesia, 2014; Bank Indonesia and the Demographic
Institute UL, 2014).

II. LITERATURE REVIEW
33

In the National Inclusive Finance Strategy (gnk
Indonesia, 2014 Fancial Inclusion Booklet), financial
inclusion is defined as the right of every person to have full
access and service from a financial institution in a timely,
convenient, informative and affordable manner, with full
respect for the dignity and his dignity. Financial services
available to all segments of society, with aper special
attention to the poor, the productive poor, migrant workers,
and residents in the area terpencil, (Fahmyet al, 2016).

Sarma (2012) in Nasution (2013) define financial
inclusion as a process that guarantees ease of access,
availability, and benefits of the formal financial system for
all economic actors. Bank Indonesia (2013) defines
inclusion finance (financial inclusion) as all efforts aimed at
eliminating all forms of price constraints or nonprice, access
to the public in utilizing financial services, (Nasution, 2013).
In the attachment t()rprcs No. 82 of 2016 explained
inclusive finance is defined as a condition when every
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member of the community has access to a variety of quality
formal financial services in a timely, smooth and safe
manner with affordable costs in accordance with the needs
and abilities in order to i()we the welfare of the
community. Inclusive finance 1s an important component in
the process of social inclusion and economic inclusion
which plays a role in promoting economic growth, creating
financial system stability, supporting poverty reduction
programs, an@gg8ducing disparities between individuals and
regions. The mclusive financial system is realized through
people's access to financial services so as to improve the
economic viability an@iltimately pave the way for the exit
of k emiskinan and reduce economic disparities. Wider
access to financial services is important in efforts to increase
the participation of all levels of society in the economy
(attachment to Presidential Regulation No. 82 of 2016).

A. Vision and Objectives of Financial Inclusion

The inclusive ()mll financial vision is formulated as
follows: Realizing a financial system that can be accessed
by all levels of society to encourage economic growth,
poverty alleviation, equal distribution of funds and the
creation of financial system stability in Indonesia (Bank
Indonesia, 2014). Naltimillﬂlusivc Finance Framework
World Bank (2010) reveals that there are at least four types
of financial services that are considered vital for people's
lives, namely fund storage services, credit services, payment
system and insurance services including pension funds. Kee
m pat aspect which is the fundamental requirement that
everyone must have the public to gain a better life.
Increasing community access to financial institutions is
certainly a problem of complexity that requires koo r
dynasty cross-sectoral involving banking authorities,
financial services, non-bank and the ministries or other
institutions concerned with poverty alleviation efforts, so we
need a comprehensive policy as well as a whole in a
Strategy National Financial Inclusion. The complete
National Financial Inclusion Strategy framework (SNKI)
can be seen in the following graph: Figunm National
Financial Inclusion Strategy Framework,(Ministry of
Finance of the Republic of Indonesia, 2013).

B. Definition of Financial Literacy

Lusardi et al (2009) in Rizkiana (2016) explain the
meaning of Financia lliteracy as financial knowledge, with
B: aim of achieving welfare. Rasyid, 2012 explained that
financial literacy is a basic need for everyone to avoid
financial problems. Financial difficulties are not only a
function of mere income (low income), financial difficulties
can also arise if there are errors in financial management
(miss-management) such as credit usage errors, and lack of
financial planning. Financial limitations carfffBuse stress,
and low self-confidence, (Rasyid, 2012). Atkinson and
Messy (2011) define Financial literacy as a combination of
awareness, knowledge, skills and attitudes and behaviours
needed to make sound financial decisions and ultimately
achieve individual financial prosperity, and financial literacy
is an important component of taking sound financial
decisions., (Yong and Tan, 2017). Researchers have failed to
reach consensus on one definition for financial literacy and
many have offered their own definitions. Vitt et al. (2000) in
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mns (2017) states that financial literacy includes "the
ability to differentiate financial choices, discuss money and
financial problems without (or even though) inconvenience,
plan for the future, and respond responsibly to life events
that affect daily financial decisions, including stiwa fairies
in the general economy". Miller et al. (2009) in Danns
(2017) argues that increasing financial literacy through
financial education empowers 1sumcrs: me ngurangi
likelihood that consumers engage in high-cost credit: allows
consumers to evaluate and compare financial products such
as bank accounts, savings products, credit options, payment
mstruments, and insurance; and, reducing piliha n sub
optimal by consumers among other benefits.

Financial literacy can be defined as the ability to
understand financial concepts and problems to make the
right decisions in the face of changing financial conditions
and to manage one's financial status (§Bhgh financial
planning. There are several benefits to a high level of
financial literacy for both individuals and society. On the
other hand, in a society with a low level of financial literacy,
there is a negative outcome yang serious both for individuals
and society. Low levels of financial literacy make
understanding of financial goods and services difficult and
make individuals anxious when conducting financial
activities. Anxious individuals like that refrain from
involvement in loans, monetary and security operations and
cannot communicate with financial organizations. In other
words, these people experience financial isolation. As a
result, long-term financial exclusion prevent these people
achievement benefit from the opportunities offered by the
financial system and resulted in them at a high cost in their
financial activities, (Aksoylu et al, 2017).

Differences in the level of financial literacy of each
person vary, this causes significant differences between
individuals to each other in the process of collecting assets
in both short and long term, (Walhyuny.a}lﬁ). Huston
(2010) in Wahyuny (2015) explains that factors such as
habits, cognitive, economic, family, peers, community, and
institutions can have an impact on financial bchava.
Someone is said to be financial literate when someone (&8s
the knowledge and ability to apply that knowledge.

a The level of one's financial literacy is influenced by
demographic characteristics (gender, ethnicity, education
and cognitive abilities), family ba@u)und, wealth, and time
preferences. F personal actors (intelligence and cognitive
abilities), social and economic can affect a person's financial
literacy and financial behaviour. Financial Literacy can be
concluded as the ability to manage finances to improve
welfare and there are factors that can affect Financial
Literacy both factors within the individual such as cognitive
and psychological abilities and factors outside the individual
such as social and economic conditions, (Wahyuny, 2015).

In FLBS conducted by BI and UI Demographic
Institute, it can also be seen that women have a hir level
of financial literacy than men. In addition, there are
differences in the level of financial literacy conditions when
towing an age. There are three variables that have the same
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relationship with the gel of financial literacy, namely, the
level of education, the level of household income and risk
aversion or the prudence of individuals in making f{inancial
decisions. On g a positive relationship where if the three
variables has increased then also increase its financial
literacy, (Bank Indonesia and the Institute of Demography
UL, 2014).

C. Financial Literacy Aspects

Financial literacy covers several aspects in finance,
namely basic knowledge of personal illlCC (basic personal
finance), management of money (money management),
credit management and debt (credit and debt management),
savings and investment (Saving and investment), and risk
management (risk management), (Nababan and S Adalia,
2013).

e Basic Knowledge of Personal Finance (Basic Personal
Finance).

Wag land and Taylor (2009) explained that knowledge
about finance includes personal financial knowledge,
namely how to manage income and expenses, and
understand basic financial concepts. Financial basic concept
include simple interest rate calculation, compound interest,
peng a spirit of inflation, the opportunity cost, the time value
of money, the liquidity of assets, etc., (Yushita, 2017).

o Money Management. 2

Regardless of the source of funds, the problem is how
to allocate funds (use of funds) to meet the needs
appropriately EAllocation of funds must be based on priority.
Priorities are based on the needs that you need but must pay
attention to the percentage that the funds are not used up to
the consumption seh a ri-day course, ( Yushita, 2017).

This aspect includes how a person manages the money
he has and the ability to analyze his personal income
sources. Money management is also related to how someone
prioritizes the use of funds and makes a budget.

s Credit Management and Debt.

There are times when a person experiences a lack of
funds so he must use credit and debt. The higher needs and
demands of life result in not all expenditures can be financed
with income, such as homes and vehicles and education
costs. Using credit or debt can be a consideration to
overcome this. With funding sources in the form of credit or
debt, individuals can consume goods and services currently,
and pay for them in the future. Sufficient knowledge that
includes factors that affect credit worthiness, consideration
in making loans, consumer credit characteristics, loan
interest rates, length of time loans , sources of debt or credit
etc. are needed to be able to use credit and debt wisely.

* Savings.

Savings are a part of people's income that is not used
for consumption. People who have more income than
consumption needs will have the opportunity to save.
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s [nvestation.

Investment is placing money or and an in the hope of
obtaining certain additional or beneficial money or funds
(Kamaruddin, 2004: 3). Invest as I can be defined as an
activity to place the funds on one or several objects of
investment over the period of tertentu to benefit in the future
(Fakhruddin, 2008: 20).

® Risk Management.

Risk can be defined as uncertainty or possible financial
loss. The response of each individual varies with risk,
depending on past experience and psychological motivation.
Most individuals tend to avoid situations that cause
insecurity or insufficiency. Therefore, it is important to be
able to deal with risk in a logical and C(r()llcd manner.
Yushita (2017) explained that a person must have good
protection to anticipate unexpected events. Genesis -
uncxpcclccavcnts was such a pain, and other needs esak
mend. The thing that is often done in doing this protection is
by the following insurance. What is meant by risk
management is the management of possible risks that will be
faced.

a Financial Literacy Strategy in Indonesia Based on the
financial literacy survey conducted by OJK in 2013, new
around 21.84% of Indonesians who really understand about
Financial Services Ins@ibllions (LJK). Meanwhile, in a more
specific category, the results of a national survey of OJK's
financial literacy show that only 28% of students or students
have a good level of literacy with a utility level of 44%.
From this survey also revealed that inf()r()n about the
banking sector still dominates the level of financial literacy
of the Indonesian people, while the level of literacy of
products and services in the capital market sector is still very
low, only around 4% with a utilization rate of less than 1 %,
(OJK, 2014).

1. RESEARCH METHODS

Study Design The primary objective of this study is a
condition memetak community financial literacy 1in
Gorontalo city and its influencing factors. From these
results, it is expected that financial education methods can
be designed that can be applied to improve the financial
literacy of the community. To achieve these objectives, this
study was designed using a descriptiv e explanatory
approach. Location and Object of Research The location of
the study will be carried out in the area of Gorontalo City.
This is based on the consideration that Gorontalo City is the
capital of Gorontalo Province as well as the economic centre
of Gorontalo Province. Besides that, the condition of the
people of Gorontalo City which is pluralistic is seen from
the economic, social and demographic structure so that it is
expected to be able to reflect the condition of the Gorontal
people in general. The research object is individuals and
h()usmlds in Gorontalo City. Types and Sources of Data
The types of data needed in this study are primary data and
secondary data. Primary data sources were obtained from
direct observations in the field and questionnaires and
mterviews with the community. Secondary data sources in
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the form of supporting data obtained from various parties
and related institutions.

Population and Sample The population in this study is
the community in GoR Gorontalo City both individuals and
households. Criteria for respondents observed were between
17-65 years old. The selection of respondents is done
randomly with using the Stratified Systematic Random
Sampling approach using the Proportional to Population
Size (PPS) allocation technique by considering the
distribution of the population in each sub-district in
Gorontalo City.

Data #Bllysis Techniques Data analysis techniques
that will be used in this study are as follows: Descriptive
Analysis This descriptive analysis is used as an initial
analysis to describe the current financial literacy of the
people of Gorontalo City. Indicators that will be analyzed
descriptively are indicators relating to demography, social
status, economic conditions and questions related to
understanding financial and financial products.

With this description, analysis can be known general
information about the household and the social, economic
and demographic characteristics of each household member.
Whereas for the individual community, information can be
known about the knowledge, attitudes, and behaviour of
individuals related to finance. Factor Anzll@This analysis
will be directed to see the weight of the factors that
contribute to the level of financial literacy about society.

Factor analysis 1s illislic;ll procedure to reduce or
summarize data, from a number of wvariables that are
mutually independent of ondfEjother so that can be made of
one or more sets of variable fewer than the number of initial
variables, called factors and still contains most of the
information contained in the mitial variable. In the factor
analysis, the variables are not grouped into variable initial
free and free ti, otherwise as successor whole set of
interdependent relationship between these variables studied.
In this study, the variables intended to describe the above
are aspects related to the level of the financial literacy of the
community.

IV. RESEARCH RESULT

Demographic Characteristics of Gender Respondents
and Marital Status Distribution of respondents based on
gender can be seen in the following figure:/Based on the
graph above, the composition of respondents in this study
was dominated by female respondents as much as
59% . While for respondents male sex as much as
41% Distribution of respondent composition based on
marital status can be seen in the following figure:/Based on
the picture above it can be seen that the number of
respondents observed in this study most of the households
are 55% and the remaining 45% are not married. Age
Distribution of respondents based on age can be seen in the
following graph:/Judging from the composition of age
distribution, respondents who were sampled in this study
were dominated by young age groups (under 40 years)
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where 51% were between 20-30 years old and as many as
31% are between 30-40 years old and the remaining 2% are
under 20 years old.

The respondents have aged over 40 years scbaa
multitude of 18% dominated by respondents aged 40-50
years by 14% .Education Distribution of respondents based
on the level of education they have can be seen in the
following figure:/Based on the picture above shows that
most respondent observed in this study have a higher
education background (Diploma, Bachelor, or Postgraduate).

Respondents with a Diploma education background
were 8%, with a Bachelor degree of education as much as
37% and with an educational background of Post-graduate
(S2 / 83) as many as 26 people. The remaining 29% of
respondents  have a high school/vocational/equivalent
education  background. Profession  Distribution  of
respondents by profession who lived at this time can be seen
in the image below:/Based on in upon image shows that the
majority of respondents were observed in this study
profession or status as a student/students that as much as
27%. Furthermore, as many as 21% of respondents work as
Civil Servants (PNS), work as employees (as well as
BUMN) as much as 18%, working as entrepreneurs as much
as 16%, and as many as 10% of respondents other
professions (driver, housewife, etc.) .The respondents who
did not work were 8% .Earnings Per Month Distribution of
respondents based upon revenue eamed per month can be
seen in the image below: / Based on the picture above shows
that 67% of respondents who observed already have their
own income while the remaining 37% of the respondents do
not yet have ultimate alone or with words other still
dependent on parents / family. of the 67% who already have
their own income, as much as 29% of respondents have an
income between 2.5m-5m per month, as much as 20% earn
between 5JUta-10 million rupiahs per month, as much as
10% earn between 1 million-2.5 million monthly, as much
as 6% earn under | million rupiah per month. The
respondents who have income above 10 million per month is
only 2%.

General Knowledge about Financial and Investment
Products Today the number of financial products and
investments offered to the public is quite varied. Besides
financial products, conventional (savings, loans) also
contained lain products whether offered by banking
financial institutions and non-banking.

The wide variety of financial and investment products
must be addressed wisely by the community so that they will
not cause harm to the community itself. The level of
recognition of the people of Gorontalo City regarding
various financial and investment product categories can be
seen in the following graph: / Based on the graph above, it
can be seen that the level of introduction of Gorontalo City
people to financial products is quite varied.

For conventional financial products (savings, loans,
insurance and pension funds), the level of community
recognition is very good. However, for non-conventional
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financial products, the level of recognition that is owned by
the community is still relatively low when compared to
conventional financial products. For stock investment
products, the introduction level of the Gorontalo community
1s good. As for the types of bond investments, mutual funds,
and forex, the level of identification of the Gorontalo
community is quite good. As for the type of sukuk
investment which is actually a bond product with sharia
principles, the level of community recognition is still low.
Similarly to the mvestment product ETF (Exchange Traded
Fund), the level of public recognition is still very low.

This 1s because this mvestment product is still a
relatively new thing in Indonesia. For the Gorontao
community's level of understanding of various financial and
mcslmcnt products, it can be seen in the following graph: /
Based on the graph above, it can be seen that out of 10
financial / investment products asked by respondents, the
people of Gorontalo City only know well conventional
financial products. For savings/deposit products, the
percentage of respondents who understand well (at least
understanding the product definition to the details of
financial product profiles) reaches 64% and for
credit/financing products reaches 56%.As for insurance
products, 60% of respondents have understood well and for
pension fund products 58% of respondents have understood
well.

As for non-conventional financial and investment
products (stocks, mutual funds, forex, etc.), the level of
public knowledge 1s still relatively low. For stock
investment products, only as many as 38% of the people
have good knowledge about the profik and the purpose of
this investment. Similarly for bonds, only 34% of people
who understand well, and for products reksadana only as
much as 28% of people who have a good understanding of
the definitions, profile and investment objectives. As for
sukuk investment products, which are a form of sharia-based
bonds, only 12% have a good understanding of the profile
and objectives of sukuk mvestment. As for other non-
conventional financial products in the form of transactions
in the money market or foreign exchange (FOREX), the
level of knowledge and understanding of the community is
still low. Only 18% of people have a good understanding of
these financial products. of the 18% percent, as many as
14% only know the definitions and institutions that
organize. While respondents who understand the transaction
mechanism, the media conducts transactions and the risk
that can be generated is only 4%.As for ETF investment
products which are the development of equity funds, only
8% of respondents who have had a good understanding of
this mvestment product. Of the 8%, as many as 6% have an
understanding only limited to the definiton and the
institution that carries out while the respondents who have
the understanding to the transaction mechanism and the risk
posed are only 2% In addition to the level of knowledge of
the various jenis the financial and investment products, the
study also aims to obtain information on the accessibility of
the public against financial and investment products in
question.

IJISRT18AGI150

International Journal of Innovative Science and Research Technology

ISSN No:-2456-2165

It is intended to look at the extent of community
involvement and ownership agamst the financial and
investment products. The distribution of respondents by
ownership or participation in investment activity in financial
products can be seen in the following chart:/Based on the
abowve chart It turns out that the highest level of accessibility
for people who are in product savings/deposit premises
accessibility level reached 82% This means that as much as
82% of respondents have accounts at the bank and the
remaining 18% do not currently have a savings account in
banking institutions. As for credit'financing, the level of
public accessibility is only 529% For insurance products, the
level of public accessibility reaches 62% and for pension
fund products the level of public accessibility is only
32%.As for non-conventional financial products, the level of
public accessibility is very low, where the majority of
respondents have never owned or engaged in investment
activities in these instruments. of the 6 non-conventional
financial products observed, the level of public accessibility
to stock, mutual fund, and forex instruments were relatively
high compared to other investment mstruments (bonds,
sukuk, and ETFs).

Knowledge and Accessibility to Banking Products Of
the 10financial/investment products observed in the study
this, financial products that have the highest accessibility are
savings/deposit and credit/financing products. The high
accessibility is due to the level of knowledge of the
community and the progress in obtaining information about
these financial products.

The mam reason for the community in choosing
savings products can be seen in the following graph:/Based
on the graph above, it can be seen that the main reason for
people to choose savings products is because they are easy
to store and withdraw funds they have. The wide range of
banking institutions and the support of facilities in the form
of ATMs, cash deposits, internet banking and sms banking
are factors that contribute to the ease of public transactions
50 as to increase public accessibility to savings products. In
addition to the ease of storage and withdrawal, the main
reason for people to save is to support the needs in
business/business/work  transactions. In addition. the
consideration of fund security is the main reason people
prefer savings products offered by banks. The guarantee
provided by the Deposit Insurance Corporation (LPS)
against customer funds deposited in the bank 1s one factor
that strengthens public confidence in the security of ther
funds in the bank. These three main reasons make many
people even have more than one savings account.
Ownership of more than one savings account is mainly to
satisfy the needs of each transaction. With the separation of
community savings accounts, it will be easier to carry out
financial management. The distribution of savings
ownership by the Gorontalo community can be seen in the
following figure:/Based on the picture above, it can be seen
that 81.82% of respondents have more than one savings
account where as many as 70.45% have accounts in different
banks and 11.36% has more dari one account but still in the
same banking institution. While respondents who only had
one savings account were 18.18%.
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The pattern of the community in saving can be seen in
the following figure:/From the picture above shows that as
many as 54.55% of the people doing saving activities
depend on the remaining funds owned each month. Or in
other words, the percentage of income set aside for uncertain
savings is adjusted to the needs of funds and financial
conditions.

While the remaining 45.45% has set aside a certain
percentage of income. A total of 22.73% of the public to set
aside 10% -20% of income for savings and as much as
22.73% set aside more than 20% of income per month for
Dita bung. Knowledge and Accessibility to Insurance
Products In addition to savings products, the next financial
product most often followed by the public is good insurance.
This product is in great demand because promotions are
carried out quite often. The reasons underlying the
community to use insurance products are as follows:/Based
on the graph above, it can be seen that the main reason for
the Gorontalo people to join the insurance program is for
future safeguards (54.29%). This is in accordance with the
insurance function that is to provide protection to customers
against the possibility of future risks.

The community hopes that by following the insurance
program the risk of health and death in the future will be
covered by insurance so as to provide a sense of security for
them. The next factor that is considered by the community
in participating in the insurance program is the interest in the
benefits or benefits provided by the insurance program
(25.71%).

Today many insurance programs that offer risk
protection programs are also offered investment programs
(unit links). So in addition to having the public protection at
the same time also can invest with return more pa s ti future.
In addition, there i1s also a referral agent program that
provides opportunities for customers to obtain additional
income by recruiting new customers as well as an attraction
for the community to participate in insurance programs.

a Level of Community Financial Literacy and
Affecting Factors In seeing the level of financial literacy in
this study focused on the understanding and preferences of
the community in choosing an mvestment program in the
community. The indications used are their understanding of
the legal aspects of the investment activities that are
followed and their preferences in choosing an investment
program. For their understanding of the legal aspects of
mvestment activities shown in the following graph: / Based
on the picture above it can be seen that 88% of respondents
surveyed said they always check and ensure the legality of
the mvestment organizing agency that will be followed.
While as many as 6% rarely checks le g alitas and the
remaining 6% never care about the legal aspects of
investment activity that followed. Judging from this result,
public awareness in choosing legal investments is good.
However, this awareness is not followed by an
understanding of the legal aspects of an investment activity.
The survey results show that people feel that investment
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activities are said to be legal if they have a business deed of
establishment (CV or PT).

‘Whereas the legality of investment activities is not as
limited as the legality of legal entitics but must also fulfil
other aspects such as licensing from related institutions,
especially the Financial Services Authority (OJK). Weak
understanding of the legal aspects of this investment activity
is the cause still tingginy a number of people who become
victims of scams masquerading as investment. Furthermore,
the indicator used to see the level of financial crisis is the
preference of the community for the risks that may arise
from the investment risks that are followed. The results of
the survey on Gorontalo people's preference for investment
risk factors are as follows:/Based on the graph above, it can
be seen that most people (76%) stated that risk factors were
very important to consider before deciding to participate in
an investment activity and 12% stated it was important.
Whereas the community stated that the risk factors were not
important as much as 4% These results indicate that the
Gorontalo community already has a good awareness of risk,
so0 it is expected to be more careful in choosing investment
activities. Investment activities in addition to risk also offer
substantial returns if they are managed properly. Besides the
risk is minimal, activities INVESTA s 1 also should be able
to provide future value growth.

The higher the risk contained in investment activities,
the higher the expected rate of return. Similarly, if the
desired risk is small, the return to be obtained is also
relatively small. The individual tendency in choosing the
type of investment is determined by these two factors.

Results of a survey on people's preferences Gorontalo
in selecting investment activity can be seen in the graph
beriku t this:/Based on the graph above shows that the
majority of respondents over the relative risks (66%) than
expected return before deciding to follow an investment
activity. These results indicate that the people of Gorontalo
have been wise enough to respond to an existing investment
offer. Public preferences that pay more attention to these
risk factors are expected to be able to help the community to
avoid the possibility of becoming victims of unclear
mvestment activities. Furthermore, to see the factors that
play a role in determining the literacy level of Gorontalo

people, factor analysis is used.

The factors observed in this study were gender, age,
education level, marital status, employment and the amount
of income earned per month. The results of factor analysis
for these variables are as follows:/From the table above
obtained the wvalues of communalities for each variable
observed.

The value of communalities shows how far the
variable is able to explain the variation of the model formed.
The higher the communalities value of a variable, the greater
the ability of the variable in explaining the variance of the
model. From the results of the factor analysis that has been
carried out, it is known that the factors that have the highest
communalities are sex (0.855) and the lowest is the monthly
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income variable (0.407)The order of contribution of each
variable that determines the level of financial insecurity of
the Gorontalo community based on communalities can be
seen in the following graph:/Gender is the most dominant
factor in determining the level of financial insecurity of the
Gorontalo community. Responsible Activity An investment
1 an activity that not only requires logic and analytical
ability was good but also an activity that requires patience.

Regarding patience in investing, women have more
relative patience better than men. This makes women wiser
in investing compared to men. The next factor that has a big
influence on the literacy level of the Gorontalo community
is age.

This is related to the level of knowledge and
experience. The more a person ages, the experience, and
knowledge also generally increases. Thus, a person's age
would make people terse but wiser for being included in
terms of investment. Adults tend to be more selective in
choosing investments because they want the security and
certainty of investment funds so that they will be more
careful in choosing investment instruments. Don't worry that
young people tend to be optimistic so they are more willing
to take risks.

V. CONCLUSION

For conventional financial products (savings, credit,
insurance, pension funds), the literacy of Gorontalo people
has been very good. But for non-conventional financial
products, the literacy rate of Gorontalo people 1s stll very
low. The poor literacy of the Gorontalo people for these
non-conventional financial products is one of the factors that
makes it easy for the public to be tempted by investment
offers that offer high returns.

Suggestion Based on the conclusions obtained by the
researcher, the researcher gives some suggestions as
follows: There needs to be an effort from related financial
institutions to better socialize various financial/investment
products offered to the public. To promote literacy ma
syarakat  against financial products unconventional
necessary to involve universities and institutions related
financial through seminars or dissemination of a wide range
of investment alternatives in addition to the bank.For
students, there 1s a need to optimize the role of investment
galleries owned by the campus to be more active in
socializing capital market investments, especially to
students.
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