The financial behaviour of Luwu Raya coastal communities is influenced by financial literacy, with local wisdom serving as a mediating factor
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Abstract
Coastal communities face complex economic challenges due to fluctuating incomes, dependence on natural resources, and limited access to formal financial institutions. This condition requires adaptive and sustainable household financial management skills. This study aims to analyse the influence of financial literacy on the financial behaviour of coastal communities in the Luwu Raya region of Indonesia, with local wisdom as a mediating variable. This study uses a quantitative approach with a survey method of coastal communities with as many as 217 respondents, which were analyzed using Structural Equation Modelling (SEM). The results of the study show that financial literacy has a positive and significant effect on the financial behaviour of coastal communities. In addition, local wisdom has been proven to play a mediator role in strengthening the relationship between financial literacy and financial behaviour. The values of local wisdom that live in the coastal communities of the Luwu Bugis tribe (Sipakatau, Sipakainge, Sipakalebbi, and Sipatokkong) serve as a guideline in economic decision-making, thus helping individuals manage income, consumption, savings, and debt more wisely despite being in conditions of economic uncertainty. These findings indicate that improving the financial well-being of coastal communities depends not only on improving financial literacy but also on strengthening local cultural values. Therefore, coastal economic empowerment programs need to integrate financial literacy with approaches based on local wisdom to be more effective and sustainable.
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Contribution/ Originality: This study was conducted with a quantitative approach to analyze the financial behavior of coastal communities in Luwu Raya which is influenced by financial literacy, with local wisdom as a mediator, in order to understand the pattern of culture-based financial literacy.
1. INTRODUCTION
Household financial performance is considered an important indicator in assessing the economic resilience of coastal communities whose income is unstable and dependent on natural resources. Managing income, savings, and debt is a major factor in long-term financial resilience (Klapper et al., 2025). However, in coastal communities in developing countries, this performance tends to be low due to fluctuations in income, lack of financial records, and the dominance of informal economic practices (FAO, 2022). Similar vulnerabilities are also occurring in the coastal regions of South Asia, East Africa, and the Pacific, where more than 60% of people live in subsistence economies that are vulnerable to weather, commodity prices, and environmental degradation. Findings by Kushardanto et al. (2022) and Prasetya (2024) show that the limitations of economic structure and access to resources hinder the improvement of financial performance, although local social and cultural values are still strong.
The main problems of coastal communities are not only determined by income levels, but especially by the weak behaviour and management of household finances. Households with fixed incomes are reported to be more prone to difficulties in regulating consumption, savings, and financial risk management (Sreya et al., 2021). Reliance on subsistence economic practices and informal debt contributes to deteriorating financial performance and increasing long-term vulnerability (Camilleri, 2018). Low financial planning skills, lack of savings, and high short-term consumption are indicators of low financial performance of coastal communities (J. Liu et al., 2024). Therefore, improving coastal welfare needs to be directed at strengthening behaviour and financial performance, as emphasised by Kushardanto et al. (2022) and Selvaraj et al. (2022) who state that financial behaviour serves as a key mechanism to achieve household economic stability.
A similar phenomenon is seen in Indonesia, where coastal communities are still faced with unstable incomes, limited access to formal financial institutions, and the dominance of economic practices based on social trust. OJK (2025) noted that the level of financial inclusion of coastal communities remains much lower than in urban areas despite increasing financial digitalisation. In the Luwu Raya area, low financial literacy and the adoption of digital technology have also weakened household financial performance. Findings (Cifuentes et al., 2020) also show that unstable incomes make it difficult for coastal households to build financial reserves and productive assets.
2. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT
1. 
2. 
2.1. Financial Behavior
Financial behaviour is generally understood as a series of individual decisions, attitudes, and actions in managing the financial resources they have (Fong, 2025). According to Guo et al. (2025), Financial behavior includes tangible activities such as budgeting, saving, paying bills on time, investing, and managing debt. This definition emphasises that financial literacy is only meaningful when it is reflected in daily behaviour, not just knowledge.
İlbasmış et al. (2025) define financial behaviour as an individual's habits and practices in managing their money, both in the short-term (daily consumption and savings) and long-term (retirement and investment planning) contexts. emphasises that financial behaviour is an important factor that affects an individual's financial well-being.
Research results,Prawitz et al. (2006). Viewing financial behaviour as a manifestation of a person's financial capability, which is the ability to apply financial knowledge, attitudes, and skills to make wise decisions. According to him, financial behaviour can be seen from four main areas: cash management, credit management, savings and investment, and risk management. In line with that, Julita (2023), in the Indonesian context, emphasises that financial behaviour is the way an individual plans, organises, and controls their finances to achieve stable financial conditions. This definition is relevant for communities with fluctuating incomes, such as coastal communities, as it highlights the importance of planning and discipline in dealing with uncertainty.
H1: It is suspected that financial literacy affects the financial behaviour of coastal communities in Luwu Raya
2.2. Financial Literacy
Financial literacy is an individual's ability to understand, manage, and make the right decisions related to financial aspects such as income, savings, investment, consumption, and debt management (T. Liu et al., 2024). Financial literacy is a combination of knowledge, skills, attitudes, and behaviours needed to make effective financial decisions to improve individual well-being. In the context of coastal communities, financial literacy is very important because of the characteristics of fluctuating income and limited access to formal financial institutions, which often demand more careful management of household finances. Low financial literacy can lead to consumptive behaviour, high dependence on informal lending, and weak ability to develop long-term financial planning (Ni & Gao, 2025).
Based on its function, financial literacy consists of a number of abilities and knowledge about finance that a person possesses to be able to manage or use a certain amount of money to improve their standard of living and aim to achieve prosperity (Adil et al., 2022). As a supporting theory, Financial Literacy Theory emphasises that the level of financial knowledge has a direct effect on financial management behaviour. According to Tahir (2025), Financial literacy has two main dimensions: understanding (understanding financial concepts) and use (application of financial knowledge in real life). This dimension shows that knowledge alone is not enough but must be followed by the ability to apply it in daily practice, such as saving regularly, recording cash flow, or utilising formal financial products. This theory reinforces the assumption that financial literacy is not only a cognitive factor, but also a real determinant of financial behaviour.
Behavioural Finance Theory also provides an important perspective that an individual's financial decisions are not always rational but are often influenced by psychological and social biases (Kapoor & Prosad, 2017). The phenomenon of loss aversion makes individuals more afraid of losing than daring to take investment opportunities. At the same time, mental accounting can affect the way people separate the use of money, even though it is economically inefficient. In coastal communities, this behavioural bias can be seen in the habit of preferring to save money in the form of goods (such as gold or marine catches) rather than in savings. Thus, financial literacy from the perspective of Behavioural Finance is not only about knowledge, but also about how this knowledge interacts with psychological and social factors in shaping financial behaviour.
H2: It is suspected that Financial Literacy affects the Local Wisdom of the coastal communities of Luwu Raya
2.3. Local Wisdom
Local wisdom is basically an idea, value, and practice that grows and develops in a society as a result of long adaptation to the social, cultural, and ecological environment. Local wisdom plays an important role in shaping cultural strategies that promote sustainability through inherited values, especially in financial behaviour. This wisdom, passed down from generation to generation, influences community practices and decision-making, ensuring that cultural heritage and environmental management are preserved. According to Mahaswa & Syaja (2025), Local wisdom reflects cultural strategies in maintaining the sustainability of life through values that are inherited from generation to generation. Meanwhile, Sumarni et al. (2024) define local wisdom as knowledge derived from the experiences, cultures, and beliefs of a community, which governs social life through mutually agreed values, norms, and customs and reflects the identity and behaviour of the community. In the context of the Bugis community, values such as sipakatau (humanising each other), sipakainge (reminding each other), and sipakalebbi (mutual respect) are concrete forms of local wisdom that serve as guidelines in social and economic relations (Hamzah et al., 2023).
Previous research has shown that local wisdom plays an important role in strengthening social solidarity and maintaining community cohesion. Musi et al. (2022) found that the local wisdom of Bugis Luwu Raya not only functions as a cultural identity but also as social capital that supports economic practices based on cooperation in coastal areas. Similarly, research by Mutmainnah et al. (2024) shows that Bugis cultural values are often a filter in the acceptance of innovations, including financial digitalisation, as societies adapt technology to existing social norms. Thus, local wisdom has been proven to have a significant influence on the socio-economic behaviour of the community, including in household financial management.
H3: It is suspected that Local Wisdom affects the financial behaviour of coastal communities in Luwu Raya
H4: It is suspected that Financial Literacy affects financial behavior mediated by Local Wisdom of coastal communities in Luwu Raya
2.4. Conceptual Framework
Figure 1 shows our proposed research model, which places financial behaviour as a dependent variable, financial literacy as an independent variable, and local wisdom as a mediating variable.H2
H3
H1
H4
Financial Literacy 
(FL)
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Figure 1. Conceptual Framework

3. RESEARCH METHODS
3.1. Research Sample Data
This study uses a quantitative approach to explore various aspects of financial behaviour and financial performance of coastal communities in Luwu Raya, Indonesia. Causal relationships between variables are analyzed through hypothesis testing, and data are collected by survey methods to obtain facts that represent empirical conditions. This research was conducted in the Greater Luwu region of Indonesia, consisting of Luwu Regency, Palopo City, North Luwu Regency and East Luwu Regency. Furthermore, the research will be carried out for four months in 2025, from July to November.
Because the sample frame is unknown and the number of respondents is difficult to determine, the probability sampling method cannot be applied, so data collection is carried out through non-probability sampling. Ghozali, I., & Latan (2015) the use of non-probability sampling is recommended when the number of respondents is large and unknown. According to Lund (2022), A response rate of >15% is generally considered acceptable in studies that use survey methods. For the minimum sample determination size for the Structural Equation Model (SEM) data analysis, the rule of 10 times (10 x n) is used, where n represents the total number of indicators (Hair et al., 2024). Thus, the minimum number of samples in the study is 10 x 20, the number of research variable indicators is a minimum of 200 samples, and the number of samples in this study is 217.
Data collection using questionnaires is commonly used in research, especially in quantitative research. This method involves distributing a systematically compiled list of questions to respondents with the aim of collecting data relevant to the research topic. The distribution of questionnaires in this study was carried out using Google Forms and distributed directly to respondents.
3.2. Data Analysis Techniques
Based on the conceptual framework of the research that has been stated earlier, the data analysis technique used in this study is the Structural Equation Model (Structural Equation Model = SEM). The reason for the use of SEM in this research is based on the consideration that SEM provides a direct method related to the existence of multiple relationships simultaneously, so as to provide statistical analytical efficiency, and SEM has the ability to test comprehensively between variables. Respondents' answers have been quantified and processed using statistical analysis of the SmartPLS 4 program.
This SEM is, in principle, a multivariate analysis that describes the application and model in a compact manner, which includes factor analysis, path analysis and regression analysis (Hair et al., 2017). The measurement results are interpreted using the significance level and the value of the loading factor or lambda coefficient, with the parameter being declared significant if the value of p ≤ 0.05. According to Legate et al. (2023), SEM is suitable for confirming the unidimensionality of various indicators for a dimension/construct/concept/factor, testing the suitability/influence of a model based on the empirical data studied, as well as the causal relationship between the factors observed in the model.
To estimate the direct or indirect influence between the dependent variable, Financial Behaviour, and the independent variable, Financial Literacy, a functional equation can be carried out based on the existing conceptual framework. Based on the functional equations and path diagrams as in the conceptual framework, the flow of causal relationships between exogenous variables and endogenous variables is shown, where the causal relationships that have been justified in theory and concept are visualised in Figure 1, so that they are easier to see and more interesting. 
3.3. Operational Definition and Measurement
The researcher emphasized that item selection and measurement scale are important components of quantitative research because they can affect the results of the study. Therefore, the researcher must ensure that each item is able to represent the construction being measured. Scientific practice also advocates the use of items that have been previously validated, as the process of developing new scales is generally more complex and requires additional testing (Latan et al., 2021). A total of 18 measurement items related to Financial Literacy, Local Wisdom, and Financial Behaviour constructs were assessed on a Likert scale ranging from 1 (strongly disagree) to 7 (strongly agree). The operational definition of the variable is presented in Table 1.
Table 1. Operational Definitions and Variable Indicators

	Variabel
	Operational Definition
	Indicator
	Item
	Source

	Financial Literacy
	An individual's ability to understand and use financial concepts for effective financial decision-making
	Concept Knowledge
	FL1
	(Gede et al., 2020; Kaban & Safitry, 2020; Lusardi & Mitchell, 2023)

	
	
	Financial Planning
	FL2
	

	
	
	Savings or Investments
	FL3
	

	
	
	Utilisation of Digital Financial Services
	FL4
	

	





Local Wisdom
	The values, norms, and cultural practices of coastal communities that shape economic behaviour and financial decision-making collectively
	Sipakatau (Humanising Each Other)
	LW1
	(Husamah & In’am, 2025; Putnam et al., 1993)

	
	
	Sipakainge (Reminding Each Other)
	LW2
	

	
	
	Sipakalebbi (Mutual Respect)
	LW3
	

	
	
	Sipatokkong (Social and Financial Cooperation)
	LW4
	

	Financial Behavior
	Real actions in managing personal or household finances include saving, managing expenses, and investing.
	Financial Record-Keeping Habits
	FB1
	(Atkinson & Messy, 2012; Lusardi & Mitchell, 2023)


	
	
	Discipline of Paying Obligations
	FB2
	

	
	
	Moderate Consumption Patterns
	FB3
	

	
	
	The Habit of Setting Aside Money
	FB4
	



4. [bookmark: _Hlk179317886]RESULTS AND DISCUSSION
1. [bookmark: _Hlk167373055]
2. 
3. 
4. 
4.1. Description of Research Respondents 
Before conducting a more in-depth analysis of the influence of independent variables on dependent variables, the identity of coastal communities in Luwu Raya, Indonesia, is first stated. The presentation of respondent characteristics aims to provide an initial understanding of the social, economic, and geographical profiles of the people who are the object of the research. This information is important to ensure that the respondents surveyed are truly representative of coastal communities and to strengthen the interpretation of the results of the hypothesis testing carried out. To find out and analyse the identity of coastal communities according to the number of 217 respondents studied, it can be described as follows:
1. 
2. 
3. 
4. 
4.1. 
4.1.1. Demographic Characteristics
The demographic characteristics of the respondents were presented to provide an overview of the basic background of the coastal community, which included gender, age, education level, and marital status. This demographic information is important because these factors have the potential to influence financial behaviour, financial literacy levels, and respondents' ability to adopt digital financial services. The distribution of respondent demographic characteristics in this study is presented in Table 2. 
Table 2. Demographic Characteristics of Respondents
	No
	Features
	Category
	Frequency (f)
	Percentage (%)

	1
	Gender
	Women 
	143
	65,9

	
	
	Male
	74
	34,1

	
	
	Total
	217
	100

	2
	Age
	< 30 years
	38
	17,5

	
	
	31 – 40 years
	64
	29,5

	
	
	41 – 50 years
	71
	32,7

	
	
	> 50 years
	44
	20,3

	
	
	Total
	217
	100

	3
	Final Education
	SD/Equivalent
	68
	31,3

	
	
	SMP/Equivalent
	54
	24,9

	
	
	SMA/Equivalent
	72
	33,2

	
	
	Diploma/Bachelor
	23
	10,6

	
	
	Total
	217
	100

	4
	Marital Status
	Married
	176
	81,1

	
	
	Unmarried
	26
	12,0

	
	
	Duda/Janda
	15
	6,9

	
	
	Total
	217
	100


          Source: Primary Data processed from the Questionnaire

Based on the results of the study on 217 respondents from coastal communities in Luwu Raya, the majority of respondents were female, namely 143 people (65.9%), while male respondents amounted to 74 people (34.1%). Judging from the age group, the largest number of respondents were in the age range of 41–50 years, which was 71 people (32.7%), followed by the age group of 31-40 years old, with as many as 64 people (29.5%). This condition shows that the majority of respondents are of productive age and have a long history of coastal economic activities. Meanwhile, respondents aged under 30 years amounted to 38 people (17.5%), and respondents aged over 50 years were 44 people (20.3%).
In terms of education level, most of the respondents had 72 people (33.2%) in high school/equivalent, followed by 68 people (31.3%) and 54 people (24.9%) in junior high school/equivalent. Respondents with a Diploma or Bachelor's education were relatively fewer, namely 23 people (10.6%). This shows that the level of education of coastal communities in Luwu Raya is still dominated by lower secondary education, which has the potential to affect the level of financial literacy and the use of digital financial technology.
Based on marital status, the majority of respondents were married, namely 176 people (81.1%). This condition shows that most of the respondents have family economic responsibilities, so household financial management is an important aspect of the daily life of coastal communities.
4.1.2. Job Characteristics
The characteristics of the respondents' work are presented to illustrate the relationship of the respondents' economic activities with the coastal and marine sectors. Information on the type of livelihood, side hustle, length of employment in the coastal sector, and the level of dependence on the sea are important to show that respondents have a strong economic attachment to the coastal region, as presented in Table 3. 
Table 3. Job Characteristics
	No
	Features
	Category
	Frequencies 
(f)
	Percentage (%)

	1
	Key Livelihoods
	Fisherman
	97
	44,7

	
	
	Fishermen Labor
	41
	18,9

	
	
	Marine Producer/Producer
	36
	16,6

	
	
	Coastal traders
	29
	13,4

	
	
	Others
	14
	6,4

	
	
	Total
	217
	100

	2
	Side Jobs
	Ada
	128
	59,0

	
	
	None
	89
	41,0

	
	
	Total
	217
	100

	3
	Long Time Working in the Coastal Sector
	< 5 years 
	34
	15,7

	
	
	5 – 10 years 
	62
	28,6

	
	
	> 10 years
	121
	55,7

	
	
	Total
	217
	100

	4
	Dependence on the Sea
	Height
	136
	62,7

	
	
	Medium
	58
	26,7

	
	
	Low
	23
	10,6

	
	
	Total
	217
	100


[bookmark: _Hlk81019733]   Source: Primary Data processed from the Questionnaire

Based on the main type of livelihood, the majority of respondents work as fishermen, namely 97 people (44.7%). In addition, there were 41 respondents who worked as fishermen (18.9%), 36 (16.6%) cultivators or processors of marine products, and 29 coastal traders (13.4%). The rest, as many as 14 people (6.4%), work in other sectors that are still related to coastal activities. This distribution confirms that the respondents in this study truly represent coastal communities that depend on the marine and fisheries sectors.
Judging from side jobs, as many as 128 respondents (59.0%) had additional jobs other than their main job, while 89 respondents (41.0%) did not have a side job. The high percentage of respondents who have a side job shows the existence of an adaptive strategy of coastal communities in dealing with income uncertainty due to natural and seasonal factors.
Based on the length of time they have worked in the coastal sector, the majority of respondents have worked for more than 10 years, namely 121 people (55.7%). This shows that most of the respondents have long experience and a strong attachment to coastal economic activities. Meanwhile, respondents who worked for less than 5 years amounted to 34 people (15.7%), and 62 people (28.6%) who worked for between 5 and 10 years were 62 people (28.6%).
The level of respondents' dependence on the sea was relatively high, with 136 respondents (62.7%) stating that they had a high dependence on the sea as their main source of livelihood. This condition indicates that the condition of the coastal environment and marine resources greatly influences the economic stability of respondents' households. 
4.1.3. Respondent Income
[bookmark: _Hlk81018714]The income characteristics of the respondents are presented to provide an overview of the income level, nature of income, and the number of dependents of coastal community families in Luwu Raya. This information is important to understand the economic conditions of respondents' households, especially related to income fluctuations that are characteristic of coastal communities. The characteristics of the respondents' income are presented in Table 4.
Table 4. Respondent Income Characteristics
	No
	Features
	Category
	Frequency (f)
	Percentage (%)

	1
	Monthly Income
	< Rp1.000.000
	49
	22,6

	
	
	Rp. 1.000.000 – Rp. 2.000.000
	87
	40,1

	
	
	Rp. 2.000.001 – Rp. 3.000.000
	56
	25,8

	
	
	> Rp. 3.000.000
	25
	11,5

	
	
	Total
	217
	100

	2
	Number of dependents
	0 – 2 people
	71
	32,7

	
	
	3 – 4 people
	94
	43,3

	
	
	> 4 people
	52
	24,0

	
	
	Total
	217
	100


       Source: Primary Data processed from the Questionnaire

Based on average monthly income, most of the respondents have an income in the range of Rp. 1,000,000 - Rp. 2,000,000 per month, which is 87 people (40.1%). Respondents with an income below IDR 1,000,000 amounted to 49 people (22.6%), while respondents with an income of IDR 2,000,001 – IDR 3,000,000 were 56 people (25.8%). Respondents with incomes above Rp.3,000,000 were relatively smaller, namely 25 people (11.5%).
Based on the number of family dependents, most respondents had 3-4 dependents, namely 94 people (43.3%). This shows that the economic burden of respondents' households is relatively large, so the ability to manage income and expenses greatly determines the family's financial performance.
4.1.4. Characteristics of Financial Access and Literacy
The characteristics of respondents' access and financial literacy are presented to provide an overview of the level of financial literacy, ownership of supporting facilities, and respondents' experience in accessing formal and digital financial services. This information is relevant to support the analysis of financial literacy and financial digitalisation variables in this study. The characteristics of respondents' access and financial literacy are presented in Table 5.
Table 5. Characteristics of Financial Access and Literacy
	No
	Features
	Category
	Frequency (f)
	Percentage (%)

	1
	Account Ownership
	Yes
	154
	71,0

	
	
	No
	63
	29,0

	
	
	Total
	217
	100

	2
	Smartphone Ownership
	Yes
	168
	77,4

	
	
	No
	49
	22,6

	
	
	Total
	217
	100

	3
	Use of Mobile Banking / E-wallet
	Yes
	139
	64,1

	
	
	No
	78
	35,9

	
	
	Total
	217
	100

	4
	Financial Education
	Ever 
	61
	28,1

	
	
	Never
	156
	71,9

	
	
	Total
	217
	100


Source: Primary Data processed from the Questionnaire

Based on bank account ownership, as many as 154 respondents (71.0%) already have an account, while 63 respondents (29.0%) do not have a bank account. This shows that the level of financial literacy of coastal communities in Luwu Raya is quite good, although there are still some people whose banking services have not reached.
Judging from smartphone ownership, the majority of respondents, namely 168 people (77.4%), already have devices that support the use of digital financial services. However, the use of mobile banking or e-wallets is still relatively low, with 139 respondents (64.1%) using the service and 78 respondents (35.9%) not using it.
Based on their experience of participating in financial education, only 61 respondents (28.1%) had participated in financial training or education. In contrast, the majority of respondents, namely 156 people (71.9%), had never participated in financial education. This condition shows the need to improve financial literacy programs for coastal communities.
2.5. Data Testing and Research Analysis Models
2.5.1. Outer Model
Loading factor is defined as the correlation coefficient generated between the indicator (question item) and the construction measured in factor analysis. The value is used to describe the proportion of variance in the indicator that the construction can explain. The closer the loading factor value is to 1 or -1, the stronger the relationship between the indicator and the construct in question. In the context of the study, loading factor values that exceed 0.70 are usually considered to have met the validity criteria, while values in the range of 0.50–0.60 are still considered feasible (Memon et al., 2021). Table 6 shows that all loading factor values have met the criteria, marked with the Convergent Validity value.
Table 6. Value the Outer Model. Source: SmartPLS 4 Output

	
	Outer loadings

	FB.1 <- FB.
	0,928

	FB.2 <- FB.
	-0,739

	FB.3 <- FB.
	0,770

	FB.4 <- FB.
	0,881

	FL.1 <- FL.
	0,896

	FL.2 <- FL.
	0,945

	FL.3 <- FL.
	0,794

	FL.4 <- FL.
	-0,867

	LW.1 <- LW.
	0,775

	LW.2 <- LW.
	0,876

	LW.3 <- LW.
	0,853

	LW.4 <- LW.
	-0,758



Average Variance Extracted (AVE) is used to show the proportion of indicator variance that is successfully explained by the construction compared to its measurement error. An AVE value that exceeds 0.50 is assessed as an indicator that more than half of the indicator's variance can be explained by the construction, so the convergent validity criteria are considered met. Based on the results in Table 6, the AVE value obtained by all constructs is above 0.50, so the level of convergent validity can be said to be strong.
Discriminant validity is assessed using the Fornell–Larcker criterion, in which the square root of the AVE value of each construct is required to be higher than its correlation with other constructs. Based on the test results listed in Table 6, it can be seen that the diagonal value (square root of AVE) is above the correlation value between constructs (values outside the diagonal), so that the discriminant validity is declared to have been met.
The Heterotrait–Monotrait Ratio (HTMT) is applied as a tool to test the validity of discriminants to ensure that differences between constructs can be clearly identified. Based on the results shown in Table 6, all HTMT values were recorded below the threshold of 0.85, so that the discriminant validity was stated to have been strongly fulfilled for the entire construct. In addition, the results of the reliability test showed that all Composite Reliability (CR) values in Table 6 were above the minimum limit of 0.7, so that the reliability level of each construct could be declared high.
2.5.2. Inner Model
a. Koefisien Determinant/R-square
The coefficient of determination (R²) is used as a statistical measure in regression analysis to show the proportion of variance in dependent variables that can be explained by independent variables. Through this value, the level of suitability of the regression model to the data is assessed. The value of R² is interpreted as the proportion of variation in the dependent variable that the independent variable can predict. An R² value of 0.25 is classified as a weak category, a value of 0.50 is categorised as moderate, while a value above 0.75 is declared to be in the strong category as described by Hair Jr et al. (2021). Based on the results of the study, the R² value for the Financial Behaviour (FB) variable of 0.873 or 87.3% indicates the strong category, while the R² value for the Local Wisdom (LW) variable of 0.730 or 73% is in the moderate category. The value of the determination coefficient is shown in Table 7.
Table 7. R-squared value. Source: SmartPLS 4 processed data

	
	R-square

	FB.
	0,873

	LW.
	0,730



b. Hypothesis testing
In Table 8, it is shown that the results of the inferential analysis of Path Coefficients and Specific Indirect Effects using SEM-PLS show that FL has a significant positive influence on FB (H1), and FL has a positive and significant effect on LW (H2). LW has a positive and significant effect on FB (H3). In contrast, the mediating role of LW on the relationship of FL to FB does not have a significant effect (H4).
Table 7. Path Coefficients and Specific Indirect Effects. Source: SmartPLS 4 processed data

	
	Original sample (O)
	Sample means (M)
	Standard deviation (STDEV)
	T statistics (|O/STDEV|)
	P values

	FL. -> FB.
	0,927
	0,928
	0,009
	101,387
	0,000

	FL. -> LW.
	-0,855
	-0,855
	0,016
	52,885
	0,000

	LW. -> FB.
	-0,221
	-0,220
	0,041
	5,384
	0,000

	FL. -> LW. -> FB.
	0,189
	0,188
	0,035
	5,459
	0,000



2.6. Discussion
2.6.1. The Influence of Financial Literacy on Financial Behaviour
The results of the study show that the financial behaviour of coastal communities in Luwu Raya is positively and significantly influenced by the level of financial literacy. These findings indicate that increased understanding of basic financial concepts, including income management, expenses, savings, and financial planning, correlates with the formation of better financial behaviours in daily activities.
Coastal communities in the region generally face fluctuating incomes due to environmental factors such as weather, seasonality, and sea conditions. In this context, financial literacy serves as an important mechanism that allows individuals to manage unstable income more adaptively so that household needs can still be met consistently. Individuals with higher financial literacy tend to be able to control spending, set aside income when economic conditions are better, and avoid impulsive financial decision-making, so that family economic stability can be maintained.
The influence of financial literacy is explained through four main aspects: knowledge of financial concepts, financial planning, savings or investment, and the use of digital financial services. Financial knowledge provides a basis for individuals to balance income and expenses, while financial planning helps in prioritising needs as well as mitigating income uncertainty. In addition, an understanding of savings and investments encourages the practice of income allocation when economic conditions are favourable. At the same time, the use of digital financial services facilitates more efficient transaction recording and cash flow management. These four aspects simultaneously strengthen financial behaviour that is more rational, adaptive, and responsible.
From the perspective of the Theory of Planned Behaviour (TPB), financial literacy strengthens perceived behavioural control, which reflects an individual's belief in the ability to manage finances effectively (Ajzen, 1991). As the perception of control increases, the intention to adopt wise financial behaviour also strengthens, and is ultimately reflected in more planned and responsible behaviour.
The findings of this study are consistent with the results of previous studies by Djunaedi & Nurhasanah, 2025; Pranowo, 2021; Ulumudiniati & Asandimitra, 2022), who report that financial literacy has a significant effect on household financial behaviour. In addition, the research (T. Liu et al., 2024) also emphasised that financial literacy is able to improve the ability of individuals to prepare short-term and long-term financial planning, especially for community groups with irregular incomes.
The findings of this study are further strengthened by the results of the study Lusardi & Mitchell (2023), which emphasises that financial literacy plays a key role in accurate financial decision-making, including in saving activities, managing expenses, and managing risk. In the context of coastal communities, this ability is very important given the income uncertainty they face. However, the results of this study are not entirely consistent with the findings Kaban & Safitry (2020), who reported that financial literacy did not have a significant impact on certain groups of people. Differences may influence this discrepancy in socio-economic characteristics between respondents, where coastal communities in Luwu Raya show a high dependence on daily-based income, so that financial literacy tends to have a more dominant role. Thus, the results of this study confirm that financial literacy is a key factor in shaping the financial behaviour of coastal communities.


2.6.2. The Influence of Financial Literacy on Local Wisdom 
The results of the study show that financial literacy has a significant influence on strengthening the local wisdom of coastal communities in Luwu Raya. These findings indicate that increasing individual understanding of basic financial concepts such as income management, financial planning, savings, and the use of digital financial services contributes to the preservation and adaptation of local cultural values in the context of the modern economy. With the increase in financial literacy, cultural principles such as togetherness, collective responsibility, and prudence in managing resources are increasingly able to be applied in household economic practices.
The coastal communities in Luwu Raya basically still hold strong values of local wisdom that are inherited across generations in their daily economic activities. However, high income fluctuations and changes in the socio-economic environment demand greater adaptability. In this condition, financial literacy acts as a catalyst that strengthens people's ability to reinterpret these cultural values to remain relevant. A better understanding of finances encourages prudence in household spending, prevention of waste, and orientation to the sustainability of the family economy so that the application of cultural values can be carried out in a more structured and rational manner.
From the perspective of the Theory of Planned Behaviour (TPB), financial literacy increases the perceived behavioural control of individuals, which is the belief that they are able to manage their finances appropriately (Ajzen, 1991). This improvement in ability makes it easier for individuals to align economic actions with community cultural values, so that subjective norms and positive attitudes based on local wisdom can be realised consistently. Thus, financial literacy not only improves financial competence but also strengthens the vitality of cultural values through a more controlled and directed application in economic activities.
From the perspective of Social Capital Theory, financial literacy strengthens the social capital of the community through improving the ability of individuals to understand risks, manage income, and maintain household economic stability. This has an impact on strengthening local wisdom values such as Sipakatau, Sipakainge, Sipakalebbi, and Sipatokkong, which function as ethical guidelines and solidarity in resource management. As financial understanding improves, these values can be applied more effectively in economic decision-making, asset management, and financial cooperation practices. The four indicators of local wisdom show how financial literacy can strengthen cultural practices. Sipakatau encourages responsible financial management for the welfare of the family, while Sipakalebbi fosters appreciation for wise economic decisions. Sipakainge strengthens social control in limiting excessive consumption, while Sipatokkong functions as a financial risk mitigation mechanism through community support. Increasing financial literacy makes the implementation of these values more effective and targeted.
The findings of this study are in line with the results of previous studies (Husamah & In'am, 2025), which show that financial literacy contributes to strengthening local cultural values in economic decision-making. Similarly, research Kurniadi et al. (2025) emphasises that increasing individual financial capacity is able to strengthen traditional financial practices based on cultural values such as saving, controlling consumption, and prudent resource management. The consistency of the findings was also seen in the study Prasetya (2024), which reveals that financial literacy helps fishing families integrate local cultural values into modern economic practices, thereby increasing household economic stability.
Differences in results with research Manongko et al. (2025), which finds that local wisdom is not significant in a particular context, can be interpreted as a result of differences in respondent characteristics. In this study, strong coastal communities collectively made financial literacy a factor that strengthened the expression of cultural values in economic decision-making. Thus, this study emphasises that financial literacy is an important element in strengthening local wisdom, both as social norms, ethical guidelines, and social capital that influences the economic decision-making of coastal communities.
2.6.3. The Influence of Local Wisdom on Financial Behaviour 
The results of the study show that local wisdom has an important role in improving the financial literacy of coastal communities in Luwu Raya. Cultural values such as Sipakatau, Sipakainge, Sipakalebbi, and Sipatokkong function as social mechanisms that reinforce the attitude of prudence, discipline, and responsibility in managing financial resources. Through the practice of togetherness, mutual reminding, and financial cooperation, the community is encouraged to understand expenses, manage income, and consider economic risks more carefully.
Local wisdom also shapes social norms and controls that support the informal learning process of finance. Strong social interaction allows financial knowledge to be disseminated through collective experiences, so that people's ability to make financial decisions increases despite limited access to formal education. The perspective of the Theory of Planned Behaviour shows that these cultural values reinforce positive attitudes and behavioural control that encourage people to understand and apply basic financial concepts. Meanwhile, Social Capital Theory shows that social capital based on local wisdom facilitates the transfer of knowledge and trust so that financial literacy can develop sustainably.
These findings are consistent with previous studies that confirm that cultural values and social solidarity contribute to increased financial capacity of communities, especially in coastal communities facing income fluctuations. Thus, local wisdom not only maintains social cohesion but also becomes an important foundation in strengthening the financial literacy of coastal communities (Dorthy Ellyany Sinaga et al., 2024; Kurniadi et al., 2025; Prasetya, 2024).
2.6.4. The Influence of Financial Literacy on Financial Behaviour through Local Wisdom 
The findings of this study show that financial literacy contributes significantly to the formation of more targeted financial behaviour, and this influence is also strengthened through the role of local wisdom as a mediation mechanism. A better understanding of basic financial concepts encourages individuals to manage income, plan expenses, and adopt more disciplined saving habits. At the same time, local values such as Sipakatau, Sipakainge, and Sipatokkong reinforce the application of these behaviours in the context of community life.
Local wisdom acts as a social structure that facilitates the internalisation of financial knowledge into real practice through the norms of mutual support, mutual reminding, and social control over the use of resources. Thus, financial literacy not only shapes behaviour directly, but is also optimised through local cultural values that reinforce the long-term consistency and orientation of coastal communities' financial behaviour.
2.7. Implikasi Manajerial
Based on the findings of the study, various managerial implications have been formulated regarding the influence of financial literacy on the financial behavior of coastal communities, with local wisdom serving as a mediating variable. First, it is suggested that local government empowerment programs be diverted from increasing fisheries production to strengthening household financial management capacity, with training materials tailored to the fluctuating character of coastal income. Second, it is recommended that local wisdom values be integrated into financial literacy programs because these values have been proven to strengthen the internalisation of financial behaviour. Third, formal and semi-formal financial institutions are expected to design financial products that are adaptive to the seasonal income patterns of coastal communities. Fourth, the role of local facilitators is seen as important in bringing the concept of modern financial literacy with culture-based economic practices so that behavioural change can grow in a participatory manner.
3. CONCLUSION
It was found that financial literacy has a positive and significant effect on the financial behaviour of coastal communities in Luwu Raya, Indonesia, where higher literacy levels tend to be reflected in more planned, disciplined, and responsible financial behaviour, even though income is volatile. In addition, it is shown that local wisdom acts as a mediator that strengthens the relationship between financial literacy and financial behaviour, as cultural values serve as the basis for household economic decision-making. Based on these findings, it is emphasised that improving the financial well-being of coastal communities cannot be achieved only through increased financial literacy, but also through attention to the socio-cultural context that surrounds them. Academically, this research is considered to expand the literature on coastal financial behaviour by placing local wisdom as the main component of the conceptual model, as well as providing an empirical basis for the formulation of more inclusive and sustainable coastal development policies.
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