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Abstract 
This study aims to determine the effect of Locus of Control and Financial Knowledge on 

Investment Decisions. The research population is all employees of PT. Pertamina (Persero) 

Branch of Padang and using Purposive technical Sampling so that obtained sample 43 

people. The data used are primary data, obtained by interview method and questionnaire. 

Data analysis uses multiple regression and data processing methods use SPSS software 

version 16.0. The results showed that the variable Locus of Control and Financial Knowledge 

partially significant effect on Decision Invest employees PT. Pertamina (Persero) branch of 

Padang. The simultaneous test results also show that the variables of Locus of Control and 

Financial Knowledge have significant influence on employee investment decisions. 
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Introduction 

The rapid technological developments make everything change according to the times and make the 

consumer behavior higher. It creates unexpected large funding for technology needs to achieve self-

existence, the need to own a home or a car and the need for entertainment. These needs will also cause 

everyone to be motivated to collect some funds to meet those needs. To meet these needs everyone needs 

to work and earn income. Besides, with the increasing number of individual needs, it appears that 

various types of investments are offered to everyone in order to obtain profitable results in the future. 

According to Tandelilin (2010) investment is a commitment to a number of funds or other resources 

that are done at this time, with the aim of obtaining some benefits in the future. Every individual 

basically needs investment, because the purpose of a person investing is to make some money, in the 

broadest sense is to improve the welfare. More specifically, there are several reasons why a person invests 

among others; to earn a decent living in the future, ease inflationary pressures, and the drive to save taxes 

(Tandelilin, 2010). But investing is not easy, one must be thorough enough to not lose or get stuck with a 

garbage investment, or even deceived by irresponsible parties. Therefore we must know in advance the 

types of existing investments, prospects and risks so that our money does not just disappear. 

Many types of investments exist and each has its own risk. The type of investment chosen will greatly 

determine how much profit will be derived from the investment. According to Fahmi and Hadi (2011) 

known there are two forms of investment that is Real Investment and Financial Investment that can be an 

option. Real Investment is an investment in real assets that generally involves investing in tangible assets 

such as land, machinery, gold and buildings while financial investment is an investment in the form of 

written contract assets, such as common stock and bonds, including savings and deposits. 

For investment in financial sector, some people have shifted from investing savings and time deposits 

to investing in the capital market because it no longer becomes an attractive investment because of the 
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small return on investment. According to Tjiptono (2006), capital markets provide many benefits such as 

providing investment vehicles for investors while enabling diversification efforts, providing a key 

indicator for the country's economic trends, as an optimal allocation of funding resources, and as an 

investment alternative that provides potential benefits with calculated risks through openness, liquidity, 

and investment diversification. 

Although there are many people who know the investment in the capital market in the form of 

financial assets, but not a few also choose to invest in real assets as seen from the results of surveys 

through questionnaires to employees of PT. Pertamina (Persero) Branch Padang which is where 

researchers conduct research, states that the majority of employees of PT. Pertamina (Persero) branch of 

Padang more interested to invest in real assets such as house, land, gold than investing in financial assets, 

as shown in table below: 

Table 1 Recapitulation of total question of selection of employee investment PT. Pertamina (Persero) 

Branch of Padang 

No Gender Selection of Investment Type Total 

Real Asset Financial Asset 

1 Man 27 5 32 

2 Woman 10 1 11 

Total 37 6 43 

Source: Interview Result, 2018 

 

Seeing investor's tendency in choosing form of investment, investment decision made by investor can 

be influenced by market behavior and investor behavior itself either rationally or irrational. This rational 

and irrational behavior is part of behavior finance. Nofsinger (2001) defines financial behavior 

(behavioral finance) that is studying how humans actually behave in a financial setting. Nofsinger also 

mentions that behavioral finance studies the psychological factors that will affect financial decision 

making, companies, and financial markets. The explanation is explained clearly that behavioral finance is 

an approach that explains how people make investments that are influenced by psychological factors. 

Along with Nofsinger, according to Manurung (2012) there are several psychological factors that 

influence investment decisions and results to be achieved. An investment analysis that uses the science of 

psychology and financial science is known by behavior or financial behavior (Behavior Finance). Among 

the factors that influence the investment decision are the different beliefs about the fate and factors of 

financial knowledge. 

The first is that there is a difference of belief in the fate or all events that occur in a society they believe 

to be bad luck and luck or those who believe that all the events they are experiencing are derailed from 

their own efforts. In accordance with the concept of Robbins (2001) on how one can control his own 

destiny, which is famous for the concept of locus of control, namely as an action in which individuals 

connect events in their life with actions or forces from outside his control. The basic concept of Locus of 

Control is derived from the social learning theory developed by Patten (2005) in which locus of control is 

related to the level of one's beliefs about events, fate, fortune and destiny occurring in him, whether due 

to internal factors or external factors . Locus of control relates to a person's view or perception by looking 

at the conditions and predicting what will happen in the future in the decision taken. The second is the 

financial knowledge factor that also plays an important role in deciding investment planning, with the 

knowledge it has about how to manage and plan the finances that can provide benefits and avoid losing 

out. This is supported by the results of Pritazahara and Sriwidodo (2015) research which says financial 
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knowledge becomes inseparable in one's life because financial knowledge is a useful tool for making 

financial decisions, but from experience in various countries still shows relatively less high. 

Based on the conditions presented above, the researcher is interested to carry out the research and 

make the following problem formulation: 

1. How the influence of Locus of Control on employee investment decisions PT. Pertamina (Persero) 

Branch of Padang? 
2. How the influence of Financial Knowledge on employee investment decisions PT. Pertamina 

(Persero) Branch of Padang? 

With the second formulation of the problem then the purpose of this study is to determine whether 

there is a significant influence between Locus of Control and Financial Knowledge of Employee 

Investment Decisions PT. Pertamina (Persero) Branch of Padang. To support the research objectives, the 

researcher approaches to several concepts, namely: 

1. Behavioral Finance Theory 
According to Barberis and Thaler (2003) in Bodie, Kane, and Marcus (2008) describes behavioral 

finance as a model of financial markets that emphasizes the potential implications of psychological 

factors that influence investor behavior. Furthermore Sewell (2010) defines Behavior Finance as 

"study of the influence of psychology on the bahaviour of financial practitioners and the subsequent 

effect on market". From the definition of Behavior Finance provided by Sewell, there are two 

interesting things addressed. First, investor behavior is an observational object. Individually, the 

psychological aspect of investors in looking at risk and return (return) would vary. Investor 

tolerance to risk (risk appetite) is always different. This observation of the psychological aspect is 

individually necessary to determine the securities that are appropriate to the psychological state of 

the investor at the time. And in another perspective, the observed results can be used as predictors of 

possible transactions that must be done. Second, investor behavior determines the market. 

Communally and jointly, the behavior of these investors will determine the price and stock 

capitalization. So the trend of movement of Composite Stock Price Index can be predicted with this 

Behavior Finance analysis. This will minimize the potential loss or risk borne by the investor. 

2. Prospect Theory 
One of the theories of decision making in the most famous uncertainty condition is the prospect 

theory. This theory was developed by two prominent scientists from the United States, namely 

Daniel Kahneman and Amos Tversky circa 1979. Daniel Kahneman then became the first and only 

psychologist who won the Nobel Economics in 2002 and became one of the greatest discoveries in 

the field of behavioral finance. 

3. Investor Sentiment 
Shleifer (2000) defines investor sentiment as a heuristic-based behavioral belief or a rule of thumb 

rather than Bayesian rationality in making investment decisions. This occurs when investor 

preferences and trust meet psychological evidence rather than a standard economic model. 

4. Invest Decision 
According to Sindhu and Kumar (2014) investment decisions generally mean the decisions made by 

investors as to where, how, and how much funds will be invested in various financial instruments 

with the aim of generating income or value appreciation. Investment decisions are also interpreted 

by Dewi and Iramani (2014) a policy or decision taken to invest capital in one or more assets for 

future gain or the problem of how one should allocate funds into investment forms that will be 

profitable in the future come. Here the concept of investment decisions is defined as the decisions 

taken by individual investors when investing in stocks. From the above understanding can be 
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concluded that the investment decision is how investors allocate funds owned to be invested in 

financial instruments. 

5. Locus of Control 
The concept of locus of control was first proposed by Rotter in 1996 who is a social learning theorist. 

Locus of control can be interpreted as a person's perspective on an event whether he can or can’t 

control the events that happen to him. Locus of control according to Kreitner and Kinicki (2001) 

consists of two constructs, namely internal and external, where if a person believes that what is 

happening is always in his control and always takes a responsible role in every decision including 

internal locus of control, while a person who believes that events in his life are beyond his control 

are included in the external locus of control. 

6. Financial Knowledge 

Hilgert and Hogarth (2003) argue that financial knowledge is the conceptual definition of financial 

literacy. So, financial knowledge is related to financial literacy or financial education. Financial 

knowledge can be channeled and can be understood well through financial education or financial 

literacy. According to Carolynne and Richard (2000) financial literacy it is a "meaning-making 

process" in which individuals use a combination of skills, resources, and contextual knowledge. 

From the above understanding it can be concluded that financial literacy is an individual decision 

making using a combination of several skills, resources, and contextual knowledge to manage 

information and make decisions based on the financial risks of the decision. While financial 

knowledge is a person's mastery of various things about the financial world (Kholillah & Iramani, 

2013). 

 

Based on the description above, the hypothesis are: 

H1: There is a significant influence of locus of control on investment decisions 

H2: There is a significant influence of financial knowledge on investment decisions. 

 

Based on the research hypothesis, the conceptual framework of this research is as shown below: 

 

 

 

 

 

 

 

 

Figure 1 Conceptual framework 

 

Methods 
This type of research is classified as descriptive research. Research must involve in it a sequence of 

rational decision-making options (Sekaran, 2006). This research uses field research or descriptive survey 

and explanatory research that explains the casual relationship between research variables and test the 

previously formulated hypothesis by distributing questionnaires, where the questionnaire contains some 

structured questions answered by respondents related to the decision to invest. 

Research conducted at PT. Pertamina (Persero) branch of Padang having its address at Jalan Veteran 

No. 60 Padang. The research population is all employees of PT. Pertamina (Persero) Branch of Padang 

and for sampling in this research used purposive sampling method; it’s in taking basic sample based on 
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certain criterion. The criteria used in sampling are employees who have made an investment and based 

on the criteria obtained by 43 employees. 

Measurement of decision variables Investing (Y) using two indicators namely returns, and risk, 

(Tandelilin, 2010). As for Locus of Control variable (X1) measured using internal locus of control 

indicator and external locus of control (Rotter, 1996) and Financial Knowledge (X2) variable measured 

using general personal finance knowledge, saving and borrowing, insurance and investment (Chen and 

Volpe, 1998). 

The measurement technique applied is based on the rank or ranking of the questions presented, where 

the respondent chooses only one of the five alternatives used: 
 

Table 2 Answer Score Each Statement 

No. Statement Score 

1 Very Agree 5 

2 Agree 4 

3 Less Agree 3 

4 Disagree 2 

5 Very Disagree 1 

   Source: Processed, 2018 

 

This research uses multiple regression analysis model by enabling the approaching reality between the 

variables that exist and measure the influence between independent variables and dependent variables. 

With the equation as follows: 

Y = a+b1X1+b2X2…………………………………………….…….. (Idris, 2014) 

  Where:  

   Y  = Investment Decision 

   X1  = Locus of Control 

   X2  = Financial Knowledge 

   a  = Intercept 

               b1 b2 b3          = Regression coefficient of independent variable 

  e  = error term 

 

Results and Discussion 
Validity test 

Arikunto (2006) explains that validity is a size measure that indicates the level of reliability or validity 

of a measuring instrument. To test the validity of the measuring instrument as a whole by correlating 

each item of the measuring instrument with the total score that is the sum of each score of the item. For n 

= 30 > 0.3640 indicates that the study instrument is valid. From the SPPS printout seen is corrected item 

total correlation. 

The decision to test the validity of the instrument is done by using the significance of 0.05 with the 

provision if the significance value > 0.05 then the item is declared invalid and vice verse if the significance 

value < 0.05 then the item is declared valid (Priyatno, 2012). 

The result of the validity test is known that there are 7 items of invalid statement. This can be seen in 

the following table: 
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Table 3 Test Results Validity of Research Instruments 

Variable Number of 

Statements 

 

Valid Not 

Valid 

Decision for not valid 

 

Investment Decision (Y) 12 11 1 Item removed 

Locus of Control (X1) 19 16 3 Item removed 

Financial Knowledge (Y2) 24 21 3 Item removed 

TOTAL 55 48 7  

Source: Data on Calculation Result with SPSS, 2018 
 

Based on table 3 it can be seen that for the variable Y has 11 valid statement items and 1 invalid, the 

variable X1 has 16 valid statements and 3 invalid, while the X2 variable has 21 valid statement items and 

3 invalid ones. Invalid statement discarded. 

 

Reliability Test 

Reliability test is used to test the consistency of the measuring instrument, whether the result is 

consistent or not if the measurement is repeated. The unqualified questionnaire instrument is inconsistent 

for measurement so that the measurement result can’t be trusted. Test reliability is widely used in 

research that is using Cronbach's Alpha method (Priyatno, 2012). The summary of the reliability test of 

the research variables can be seen in the following table: 
 

Table 4 Reliability Test Results of Research Instruments 

Variable Cronbach’s Alpha Decision 

Investment Decision  (Y) 0,724 Reliable 

Locus of Control (X1) 0,811 Reliable 

Financial Knowledge (X2) 0,879 Reliable 

Source: Data on Calculation Result with SPSS, 2018 

 

Based on the results of the test reliability in table 3.4, can be seen if the value of Cronbach's Alpha for 

Investment Decision instruments (Y) is 0.724, instruments Locus of Control (X1) 0.811 and Financial 

Knowledge instrument (X2) 0.879. It shows that the value of cronbach's alpha is greater than the general 

rule greater than or equal to 0.70 (Nunnally and Ira, 1994). Thus, it can be concluded all the research 

instruments can be said reliable. 

Normality Test 

Based on the results of the normality test in Appendix Table 1 shows the significant value is 0.608. 

With these results it can be stated that the data used in the study has been normally distributed, because 

the value of significance (see Asymp.sig value) from the normality test of 0.05. 

Multicollinearity Test 

Based on the results in Appendix Table 2 shows the tolerance values of Free Variables is > 0.1. Then 

the VIF value of Free Variable < 10, it can be concluded that there is no multicollinearity in the regression 

model. 

Heterocedasticity Test 

Based on the output in Appendix table 3 it is known that the significance value of Locus of Control 

(X1) is 0.847, Financial Knowledge (X2) of 0.447 and the two variables have significance value greater 

than 0.05 meaning no heterokedasticity on X1 and X2. 
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Multiple Regression Analysis 

Based on the results contained in Appendix Table 4 can be formulated multiple linear regression 

equation as follows: 

Y = -15,106+ 0,171 LoC + 0,400 FK 

From the above equation it can be read that: 

1. The value of constant value is -15,106 shows, without the existence of locus of control variable (X1), 

and financial knowledge (X2), then investment decision (Y) equal to -15,106. 

2. The locus of control variable has a positive regression coefficient of 0.171. It identifies that any 

increase in the locus of control variable (X1), will result in an increase in investment decision of 0.171 

units. 

3. The financial knowledge (X2) variable has a positive regression coefficient of 0.400. It identifies that 

any increase in locus of control variable (X1), will result in an increase in investment decision of 

0.400 units. 

Determinant Coefficient Test (R2) 

In Appendix Table 5 it can be seen that the value of R2 obtained is 0.512. That is, investment decisions 

can be explained by independent variables, namely locus of control and financial knowledge of 51.20%. 

The remaining 48.80% is explained by other variables not included in this study. 

Test F Statistics 

Based on Appendix Table 6 indicates that the F value counted 20.953 with a significance level of 0.000 

< 0.05. This means that there is a significant influence simultaneously between all independent variables 

to the dependent variable. Thus, it can be concluded that this model is worthy to be tested. Regression 

Value In Appendix Table 5 of 0.715 also shows that two independent variables (X1 = Locus of Control and 

X2 = Financial Knowledge) have a strong influence on the dependent variable (Y = Investment Decision).  

Hypothesis Test (T test) 

1. Hypothesis 1 

Based on H1, the locus of control significant effect on employee investment decisions PT. Pertamina 

(Persero) branch of Padang. The test results are supported by a significant value of 0.014 < 0.05. 

Means it can be concluded that the variable locus of control significant effect on employee 

investment decisions PT. Pertamina (Persero) branch of Padang. 

H1 relevance with research Perry and Morris (2005) which states that the locus of control affect the 

financial management. In this study the financial management in question is the decision to invest. 

This fund is also in line with research Triana et al (2012) found that the locus of control has a 

simultaneous influence on one's behavior to control an event that occurs in him. Adi and Mardiasmo 

(2002) research also stated that locus of control influences one's attitude in dealing with events that 

happen to him. In line with McGee's research (2013) research, the internal locus of control is very 

influential in achieving greater profitability by believing in its own strength, whereas the internal 

locus of control produces ineffective benefits. 

2. Hypothesis 2 

Based on H2, financial knowledge significant effect on employee investment decisions PT. Pertamina 

(Persero) branch of Padang. The test results are supported by a significant value of 0.000 < 0.05. 

Means it can be concluded that the variable financial knowledge significant effect on employee 

investment decisions PT. Pertamina (Persero) branch of Padang. 
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H2 relevance with the research Hastings et al (2010) that financial knowledge is very important for 

someone to manage his personal finances and make it easier for someone to decide something about 

their financial welfare. The financial means is the decision to invest. This result is also reinforced by 

Yulianti and silvy (2013) states that financial knowledge and financial experience affect the behavior 

of family financial investment planning. The attitude of the financial manager moderates and 

reinforces the influence of financial knowledge and does not moderate the financial experience of the 

family financial investment planning behavior. And according to the research According to Lusardi 

(2008) suggests that low financial knowledge affect the future financial planning, while ignorance 

about the basic concept of finance can be associated with low investment planning. 

 

Conclusions 
1. Locus of control significant effect on employee investment decisions PT. Pertamina (Persero) branch 

of Padang. This is evidenced by the results of data processing using SPSS version 16 programs 

obtained significant value smaller than 0.05 that is equal to 0.014. 
2. Financial knowledge has a significant effect on employee investment decisions PT. Pertamina 

(Persero) branch of Padang. This is evidenced by the results of data processing using SPSS version 16 

programs obtained significant value smaller than 0.05 is 0.000. 
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