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Abstract

This study intends to ascertain the impact of financial literacy on managing risk of loss at
PT. Moya Indonesia, specifically with regard to financial knowledge, financial attitude, and
financial behavior management. It also seeks to ascertain the impact of risk management
comprehension on managing risk of loss at PT. Moya Indonesia. to ascertain how the degree
of financial literacy at PT. Moya Indonesia affects the degree of understanding of risk
management in terms of financial knowledge, financial attitudes, and financial management
behavior. Additionally, to ascertain how financial literacy levels affect management
financial behavior, financial attitudes, and financial knowledge.
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Introduction

The demand for clean water is undoubtedly impacted by a region's rapid population growth, but the
availability of clean water is also affected. As a result of severe environmental deterioration, springs,
rivers, lakes, and groundwater discharge less frequently, indicating a declining trend in the availability
of raw water (supply) over time (Nurlia, 2022).

Concerns with financial governance have a greater impact on the health of 256 drinking water
companies classified as having poor or very low performance than on companies classified as healthy.
These companies bear a higher risk of loss. Nearly all of Indonesia's drinking water firms face a greater
danger of loss because of their high arrears rate and substantial operating costs, which are not offset by
changes to water price rates.

Management has taken a number of steps to lower the company's risk of loss, one of which is to
optimize collection patterns in order to reduce the company's receivables. Since 2020, management has
taken these steps, and as a result, the value of arrears that can be paid has increased to 3.4 billion. This
sum is noteworthy because it can lessen the burden of receivables by up to 30%, even if the Drinking
Water Company's annual financial report states that a total of about 6.5 billion in receivables still need
to be collected (Nurlia, 2022).

The fact that PT. Moya Indonesia is still regarded as losing money despite an increase in the amount
of arrears being collected annually appears to be more related to the issue of the risk management
concept's non-performance as well as the management's financial attitudes and behavior.

According to the perspectives of OJK 2022, an understanding of capital management is linked to an
understanding of financial literacy. In other words, management's abilities are related to knowledge,
skills, and self-confidence, and they will influence management's attitude and behavior in financial
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management, which in turn will influence financial policy and decision-making. According to Nurlia
(2022), this assertion is supported by the fact that an individual's perspective on financial conditions has
a significant impact on their level of financial literacy, which in turn influences strategic decision-
making that ultimately affects the sustainability of the business.

In the meantime, Nurlia (2022) reports that her research verifies that the degree of management
knowledge regarding risk management in a company can be used to understand financial literacy in that
organization. This is because strategic decisions made by management need to take into account not
only their financial knowledge but also potential future outcomes. Based on an analysis of potential
financial risks, management can establish financial attitudes and actions.

Thus, Daud et al. (2022) stressed that companies that are able to understand the risks of financial
policies will have opportunities to develop compared to other companies who do not carry out risk
management. When management is going to make a decision on a financial policy, it must at least have
complex knowledge and information about the risks of the financial policy being implemented.

Nurlia (2021) defines risk management as a set of protocols and techniques used to recognize, quantify,
track, and manage risks associated with company operations. recognized in the business's approach to
risk management, which entails detecting, evaluating, limiting, and even controlling potential hazards.
Itis hoped that risk management will also serve as a channel for identifying initiatives aimed at reducing
potential losses as much as feasible in the future.

Methods

The quantitative technique and descriptive data analysis used in this study are presented as
statistics, and the analysis's conclusions are given an explanation in the form of a story. A quantitative
research approach can be defined as a positivist research approach that is used to study specific
populations or samples, gathering data via the use of research instruments and statistical data analysis
in order to evaluate preconceived assumptions. (Sugiyono, 2017).

Results and Discussion
Reliability of Uji Compesite and Cronbach Alpha

The following table shows the results of the analysis of the respondents’ questionnaire entries using
the Calculate Algorithm approach for Construct Reliability and Validity, along with their respective
Cronbach Alpha and Compesite Reliability values:

Table: Cronbach Alpha and Composite Reliability

Cronbach’s Alpha | Composite Realiability
Risk Management (Z) 0.884 0.921
Financial Knowledge (X1) 0.945 0.961
Financial Behavior (X3) 0.857 0.904
Risk of Loss (Y) 0.864 0.909
Financial Characteristics (X2) 0.879 0.917

Source : Processed via SmartPLS 3.0

Each construct in this study has a Composite Reliability value that falls between 0.904 and 0.961,
or is greater than the Rule of Thumb value of 0.7, according to the analytical results shown in Table 7.
A dependability level construct's feasibility value is limited to a value that falls between 0.857 and 0.945,
or more than 0.6, according to the Cronbach Alpha value that was obtained.
Inner Model Test (Structural Model)
Figure: Research Structural Model
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Five (five) different approaches were employed in this research to test the structural model, also
known as the inner model test: total effect analysis, 'R square test, estimate for path coefficients,
prediction relevance (Q square), and goodness of fit (GoF) test. Each method's explanation can be
summed up as follows:

Analysis of the Total Effect (Level of Influence Strength)

The Total Effect analysis is evaluated taking into account that if the analysis's value is closer to +1, the
relationship between the constructs can be classified as strong or as having a positive influence; if, on
the other hand, the value obtained from the Total Effect analysis results is closer to -1, the relationship
can be classified as weak or as having a negative influence.

Testing Hypotheses Using Path Coefficient Estimates (Path Coefficient Values)

The Estimate for Path Coefficient Direct Effect Analysis (Analysis of Direct Relationship Path
Coefficients) and Estimate for Path Coefficient Indirect Effect Analysis (Analysis of Indirect
Relationship Path Coefficients), which were obtained for the Estimate for Path Coefficients Direct test,
make up the two (two) analysis results for the hypothesis test. Effect: Value of the Direct Relationship
Path Coefficient

Calculate the Route Coefficients Direct Impact (Value of the Direct Relationship Path Coefficient)
The Estimate for Path Coefficients analysis findings Direct Effect is displayed in the table below.

Table: Path Coefficients Direct Effect Analysis Estimate (Direct Relationship Path Coefficient
Value)

Based on the results of the analysis, decision making for each hypothesis based on the Estimate for Path
Coefficients Direct Effect proposed in this research is described as follows:
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Original | Sample | Standard | T Statistics | P Values
Sample | average | Deviation | (O/STDEV)
(O) (M) (STDEV)
Financial Knowledge (X1) -> -0.017 |-0.017 |0.043 | 0.399 0.690
Risk of Loss (Y)
Financial Characteristics (X2) -> | 0.067 |0.069 |0.051 | 1.307 0.192
Risk of Loss (Y)
Financial Behavior > (X3)Risk | 0.213 |0.217 |0.093 |2.271 0.022
of Loss (Y)
Risk Management () ->Riskof [ 0.731 |0.724 |0.088 |8.334 0.000
Loss (Y)
Financial Knowledge (X1) -> 0.267 |0.261 [0.096 |2.782 0.0006
Risk Management (Z)
Financial Characteristics (X2) -> | 0.081 | 0.076 | 0.119 0.627 0.496
Risk Management (2)
Financial Behavior (X3) ->Risk | 0.619 |0.628 |0.119 |5.179 0.000
Management (Z)

Source : Processed via SmartPLS 3.0

Based on the results of the analysis, decision making for each hypothesis based on the Estimate for
Path Coefficients Direct Effect proposed in this research is described as follows:
'R Square Test (Determinant Test)

The results of the analysis for the R Square Test (R2) in this study can be seen in the following table:

Table: R Square Test (R2)

R Square Adjusted R Square
Risk Management (Z) 0.836 0.830
Risk of Loss (Y) 0.937 0.934

Source : Processed via SmartPLS 3.0

The level of ability of the variables Financial Knowledge (Financial Knowledge), Financial
Attitudes (Financial Attitude), and Financial Behavior (Financial Behavior), on the Variable Level of
Management Understanding of Risk Management, namely 0.836 or if the percentage is 83.6%, can be
concluded based on the results obtained from the R Square Test (R2).

At PT. Moya Indonesia, managing loss risk is positively impacted by management's financial
knowledge, but not significantly.

‘As per the definition provided by multiple experts, financial knowledge pertains to an individual's
Erofluency in financial concerns. In light of the research's findings, it is stated that while financial

no;/_vleglge generally has a beneficial affect, its impact on loss risk management can be characterized as

negligible.

These results essentially confirm the findings of Nurlia et al. (2022), who found that management's
incapacity to anticipate future possibilities plays a larger role in managing the risk of failure.

According to this condition, financial knowledge essentially plays a part in managing the risk of
loss incurred by a business; however, the emphasis on managing it is not on handling it after a loss has
happened, but rather on management's capacity to create a system that facilitates customers' ability to
make payments. In addition, the role of financial knowledge can be applied to the investigation of factors
that lead to client payment arrears,

The management of loss risk at PT. Moya Indonesia is positively impacted by the financial attitude
of the management, but not significant %/

Nurlia ( 022?] defines the nature of finance as a description that guides an individual's financial
management. With this knowledge, it is evident that there is no correlation between the influence and
Loss Risk Management important since the focus of Financial Characteristics or Attitudes is not on
solving loss issues, but rather on how management develops financial management policies.
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Conclusion

The following is a description of the conclusions that were reached following the application of the
SmartPLS approach to the analysis of several problems that were examined in this research:

1. At PT. Moya Indonesia, financial knowledge from management has a beneficial but insignificant
impact on managing the risk of losses.

2. The Management of Loss Risk at PT. Moya Indonesia is positively impacted by the financial attitude
of the management, but not significantly.

3. The Practice of Finance (Financial Behavior) At PT. Moya Indonesia, management has a favorable
and substantial impact on how the risk of loss is handled.

4. At PT. Moya Indonesia, managing the risk of loss is positively and significantly impacted by the
degree of risk management comprehension..
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