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ABSTRACK
Fraud is a serious challenge and threat faced by various institutions and organizations. Financial reporting fraud is relatively rare but has a greater impact on losses. Financial pressure, opportunities and rationalization drive individuals to engage in fraudulent behavior (fraud). This study aims to determine whether financial behavior and internal locus of control influence the tendency toward financial fraud. A total of 401 village officials were sampled in Deli Serdang Regency and measured using multiple regression analysis. The results showed a negative influence of financial behavior and internal locus of control on financial fraud tendencies, contributing 25.8% simultaneously. The implications of this study are expected for village officials should enhance their internal locus of control and establish healthy management of financial management, through training and workshops.
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INTRODUCTION
The threat of fraud is one of the most pressing challenges faced by various types of organizations, both in the public and business sectors (Rahmarta et al., 2024). This phenomenon not only inflicts substantial financial losses but also erodes public trust in governmental institutions and the business sector. Numerous surveys and reports indicate that the prevalence of fraud in Indonesia remains high. According to the Association of Certified Fraud Examiners (ACFE, 2022), Indonesia ranked fourth in the Asia–Pacific region in terms of the number of reported fraud cases, with 23 cases recorded in 2022. The most prevalent type of fraud in Indonesia is corruption, accounting for 64% of all cases, followed by asset misappropriation at 28.9%, and financial statement fraud at 6.7%. However in 2023, Indonesian Corruption Watch (ICW) recorded a sharp increase with 791 cases involving 1,695 suspects (Anandya & Ramadhana, 2024).
ACFE (2022) divides fraud into three main categories: asset misappropriation, corruption, and financial statement fraud. Although the incidence of financial statement fraud is relatively minor compared to asset misappropriation and corruption, the losses incurred are greater. Financial fraud refers to the manipulation or misuse of financial resources for personal gain through illegal or unethical means. Fraud frequently entails the document forgery, budget misuse, embezzlement of funds, and financial statement fraud (Wells, 2017).
The tendency toward financial fraud can have serious consequences beyond financial losses in the service sector, both at organizational level and for individual well-being. Organizational impacts may include damage to an institution’s reputation (Christian & Veronica, 2022), disruption of organizational performance (Nur’Illiyyien et al., 2023) and disruption of services to the public (Azdi & Nurwahid, 2024; Dewantara, 2022). At the individual level, the consequences can include mental and physical health issues (Christian & Veronica, 2022), and even termination of employment and legal prosecution (Christian & Ricardo, 2022). 
Factors driving individuals to engage in financial fraud according to Cressey (1953) include financial pressure, opportunity, and rationalization. Financial pressure may arise from heightened economic demands or a lifestyle that does not align with one's capabilities (Arianti & Irwanto, 2021), often compelling individuals to seek illegal means to fulfill their needs. Furthermore, research findings indicate that unhealthy financial behavior, such as living beyond one’s means, exacerbate financial pressure, which ultimately motivate motivates individuals to engage in fraud (Perry & Morris, 2005; Sandhu, 2022). 
Financial behavior encompasses psychological dimensions that play a role in financial decision-making, including financial management (Subaida, 2024), income allocation, financial planning, consumer behavior, and seeking information on financial literacy (Aristei & Gallo, 2021). Healthy financial behavior has been shown to enhance financial well-being (Sabri et al., 2024), mitigate financial stress and anxiety (Bai, 2023), and enhance both physical and mental health (Fuji et al., 2024; White et al., 2023).
In addition to financial pressure, there are also opportunity factor and rationalization also play a critical role in influencing an individual’s tendency to engage in financial fraud. Motives and rationalization are closely associated with the personal characteristics of the fraud perpetrator, particularly internal drives (Rahmarta et al., 2024). These internal drives are necessary to convince oneself not to commit fraud, in the form of locus of control (Helali et al., 2022). Locus of control (LOC) has been found to exert a significant influence on the tendency to commit financial fraud (Dewi et al., 2021; Fausta & Nelvirita, 2022).
Locus of control, introduced by Rotter (1966), explains that individuals hold either internal or external beliefs regarding the degree of control they have over events in their lives. Individuals with an internal locus of control believe that outcomes can be determined through their own efforts and abilities (Dewi & Rasmini, 2019). Conversely, those with an external locus of control are characterized by believing that work performance and task success are due to factors beyond themselves, such as organizational systems, work environment, and leadership (Mallo et al., 2022). Previous studies have demonstrated that individuals with a highly internal locus of control are better able to control problems, exercise self-control, and resist engaging in fraudulent behavior, including the falsification of financial statements or other financial reports (Dewi et al., 2021; Ganeuari & Adiputra, 2023).
Despite the significant advancements in research on financial behavior, most literature has predominantly focused on individual or private sector contexts, leaving a limited understanding of financial behavior within the public sector, particularly at the village government level. Previous studies by Sabri et al. (2024) and Aristei dan Gallo (2021) highlight the relationship between financial behavior and financial well-being but have not directly linked it to fraud prevention in governance. The public sector, however, possesses unique characteristics, such as accountability for state budgets and socio-political pressures, can influence the financial behavior of government officials. Spivak et al. (2024) assert that financial literacy policies implemented by governments are a crucial element in shaping responsible financial behavior among public sector employees, while Mohr dan Kearney (2021) indicate that behavioral biases in public budgeting can affect the quality of financial management. Nevertheless, quantitative studies integrating financial behavior and psychological factors such as internal locus of control within the context of village governance remain scarce.
Deli Serdang Regency, located in North Sumatra Province, has 380 villages and 11 sub-districts, employing 4,511 village officials as of 2025. These officials manage a total village fund allocation of IDR 373.3 billion (Haryadi, 2024). Between 2021 and 2025, nine cases of fraud were recorded, resulting in state losses of IDR 12.2 billion, underscoring the urgency of this research. This study integrates financial behavior and internal locus of control as predictors of financial fraud tendencies within village governance. This approach aligns with the findings of Zainuddin et al. (2024), which concluded that enhanced financial literacy among civil servants significantly improves their financial well-being and reduces vulnerability to financial misconduct. By integrating perspectives from the Fraud Triangle theory and organizational psychology, this research provides a more comprehensive framework for understanding the factors influencing deviant financial behavior among village officials. 
Based on the above discussion, this study aims to analyze whether financial behavior and internal locus of control can influence the tendency to commit financial fraud in Deli Serdang Regency. The findings are expected to provide meaningful contributions to enriching the underlying causes of financial fraud and to highlight the importance of fostering sound financial behavior among village government officials in Deli Serdang Regency.

RESEARCH METHOD
The sampling technique employed in this study was purposive sampling with the inclusion criteria, specifying that respondents must be actively serving as village officials in Deli Serdang Regency and having worked for more than one year. In addition to considerations of practicality for the researcher, the sampling criteria were established to ensure relevance to the research objectives. Data collection was conducted online through the distribution of Google Forms shared with the respondents. The research design was quantitative, with a sample size of 401 village officials, including village heads, village secretaries, heads of administrative sections, Village Representative Council (BPD), and village chiefs.
The study utilized standardized scales to measure the research variables. The scales used were the financial fraud tendency scale, the financial behavior scale, and the internal locus of control scale. All three instruments employed a Likert-type response format. The financial fraud tendency scale is based on fraud triangle theory by Cressey (1953), which is based on the dimensions of pressure, opportunity, and rationalization, was subsequently adapted by Lingga (2019). This scale consisted of 20 items with 5 response options. Pilot testing confirmed its psychometric quality, with outer loadings exceeding 0.70 and a Cronbach’s alpha coefficient of 0.977, indicating excellent reliability. The financial behavior variable was measured using the financial behavior scale developed by Brilianti & Lutfi (2020), which is grounded in the theoretical framework proposed by Grable et al. (2009). The construct encompasses 5 indicators, namely controlling expenses, paying bills on time, making future financial plans, saving periodically, and allocating funds for personal and family needs. A pilot test conducted by the researcher on 45 respondents demonstrated satisfactory psychometric properties, with Cronbach’s alpha of 0.810 and Pearson’s r values ranging from 0.540 to 0.840. This scale consist of 8 items with 5 response options. Meanwhile, the internal locus of control variable was assessed using a unidimensional scale developed by Hendryadi (2017), focusing specifically on internal locus of control. Six items were selected for this study, each rated on a seven-point Likert scale. A pilot test conducted by the researcher on 45 respondents demonstrated satisfactory psychometric properties, with Cronbach’s alpha of 0.810 and Pearson’s r values ranging from 0.540 to 0.840.
The collected data were statistically analyzed using the JASP statistical software, employing multiple regression analysis. This method not only determines the extent to which independent variables influence the dependent variable but also predicts the value of the dependent variable based on two or more independent variables (Sugiyono, 2022). Before conducting hypothesis testing, item–total correlation validity tests were conducted, with a minimum acceptable coefficient of >0.40, along with reliability testing requiring Cronbach’s alpha values of >0.70. The assumption tests performed included a normality test using visual inspection of the Q–Q plot, as well as skewness and kurtosis values within the range of −2 to +2, which were considered indicative of normally distributed data (George & Mallery, 2010). Homoscedasticity and linearity tests can be performed using a scatter plot of residuals versus predicted values. Next, the multicollinearity was assessed through Variance Inflation Factor (VIF) values of <5 and tolerance values of >0.20 (Hair et al., 2022). Hypothesis testing applied a significance threshold of p < 0.05, with criteria for acceptance being a calculated t-value greater than the critical t-table value and an F-statistic exceeding the corresponding F-table value.
The sample was dominated by males at 53.6%, followed by female respondents totaling 186 participants (46.4%). The Millennial generation (28–44 years old) comprised 187 participants (46.7%). In terms of educational attainment, the majority held by D4/S1 at 61.1% (245 participants). The most common occupational position among respondents was heads of administrative sections, representing 28.9% (116 participants). Regarding marital status, the majority of respondents were married for 69.8% (280 participants). 
Table 1. Demographic Data
	Gender (Sex)

	Male
	215
	53,6%

	Female
	186
	46,4%

	Age
	
	

	< 28 years
	35
	8,7%

	28 – 44 years
	187
	46,7%

	44 – 60 years
	179
	44,6%

	Last Education

	SMA
	45
	11,2%

	D3
	88
	22%

	D4/S1
	245
	61,1%

	S2
	23
	5,7%

	Job

	Village Head
	49
	12,2%

	Village Secretary
	69
	17,2%

	BPD
	86
	21.5%

	Heads of administrative sections
	116
	28,9%

	Village Chief
	81
	20,2%

	Marital Status

	Not Married
	87
	21,7%

	Married
	280
	69,8%

	Widow/Widower
	34
	8,5%

	Total
	401
	100,00%


    Source: Data Processed by the Researchers (2025)

RESULT AND DISCUSSION
The Financial Fraud Tendency (abbreviated as FFT) recorded an empirical mean score of 62.975, which is classified as high. In contrast, the Internal Locus of Control (ILC) and Financial Behavior (FB) variables obtained empirical mean scores of 20.820 and 23.683, respectively, both of which are classified as low.

Table 2. Descriptive Statistics
	 
	FFT
	ILC
	FB

	Mean
	62,975
	20,820
	23,683

	Std. Deviation
	5,972
	4,484
	3,832

	Skewness
	-0,169
	0,011
	0,093

	Std. Error of Skewness
	0,122
	0,122
	0,122

	Kurtosis
	-0,264
	0,021
	-0,343

	Std. Error of Kurtosis
	0,243
	0,243
	0,243


Source: Data Processed by the Researchers (2025)
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Figure 1. Q-Q Plot Distribution
                                                               Source: Output JASP (2025)

Prior to conducting inferential model validity testing, the data were assessed to examine their distribution. Based on Table 2 and Figure 1, it can be seen that the data distribution was found to be normal. In addition to the Q–Q plot inspection, the calculated Z-skewness values for FFT, ILC, and FB were −1.38, 0.09, and 0.76, respectively, all of which fall within the acceptable range of −1.96 to +1.96. Similarly, the Z-kurtosis values for FFT, ILC, and FB were −1.08, 0.08, and −1.41, respectively, also within the acceptable range of −1.96 to +1.96.

Table 3. Reliabilty Test
	Variable
	Cronhbach Alpha’s

	FFT
	0,878

	ILC
	0,808

	FB
	0,770


                                       Source: Data Processed by the Researchers (2025)

Prior to conducting inferential model validity testing, the data were assessed to examine their distribution. Based on Table 2 and Figure 1, it can be seen that the data distribution was found to be normal. In addition to the Q–Q plot inspection, the calculated Z-skewness values for FFT, ILC, and FB were −1.38, 0.09, and 0.76, respectively, all of which fall within the acceptable range of −1.96 to +1.96. Similarly, the Z-kurtosis values for FFT, ILC, and FB were −1.08, 0.08, and −1.41, respectively, also within the acceptable range of −1.96 to +1.96.
The item–total correlation values for the 34 items ranged from 0.529 - 0.746, exceeding the minimum threshold of ≥0.50, indicating that the items demonstrate satisfactory quality and contribute meaningfully to their respective factors or components. As presented in Table 3, Cronbach’s alpha coefficients for FFT, ILC, and FB were 0.878, 0.808, and 0.770, which is exceeding the commonly accepted reliability threshold of >0.70 (Sugiyono, 2022), thereby confirming the reliability of the measurement instruments. 
Linearity testing was measured by examining the scatterplot of residuals versus predicted values (Figure 2). The results indicated that the residual points were randomly and symmetrically distributed around the horizontal zero line, with no discernible curvilinear pattern. This indicates that the liner relationship between the independent and dependent variables, thereby fulfilling the assumption of linearity. According to Hair et al. (2022), linearity is assumed to be met when residuals are randomly scattered around the zero line without forming systematic patterns. Furthermore, the residual points were evenly distributed across the range of predicted values without exhibiting a narrowing (funnel-in) or widening (funnel-out) pattern, indicating constant residual variance and thus satisfying the assumption of homoscedasticity. Conversely, if the residual pattern were to form a funnel or fan shape, heteroscedasticity could be present, potentially rendering the regression coefficient estimates inefficient (Montgomery et al., 2021).
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Figure 2. Plot Residual vs Predicted Values
                                               Source: Output JASP (2025)

Multicollinearity testing, using tolerance and Variance Inflation Factor (VIF) values, showed that both independent variables had tolerance values of 0.920 and VIF values of 1.087. Given that the tolerance values were greater than 0.10 and the VIF values were less than 10, it can be concluded that there is no multicollinearity between the independent variables in this regression model.
Table 4. Multiple Regression Analysis Test
	Model
	 
	Unstandardized
	Standard Error
	Standardized
	t
	p
	Collinearity Statistics

	
	
	
	
	
	
	
	Tolerance
	VIF

	M₀
	(Intercept)
	62,975
	0,298
	
	211,166
	< ,001
	
	

	M₁
	(Intercept)
	83,816
	1,792
	
	46,763
	< ,001
	
	

	
	ILC
	-0,327
	0,060
	-0,245
	-5,452
	< ,001
	0,920
	1,087

	
	FB
	-0,593
	0,070
	-0,380
	-8,445
	< ,001
	0,920
	1,087


Source: Data Processed by the Researchers (2025)

The multiple linear regression analysis produced the model equation:

FFT = 62.975 + (−0.327)(ILC) + (−0.593)(FB) 						

The multiple linear regression model equation above can be interpreted as follows: 1) The constant value (a) of 62.975 indicates the predicted value of FFT when the ILC and FB variables are constant or equal to zero; 2) The regression coefficient for the ILC variable (X₁) is −0.327, which is negative. This means that the FFT value decreases by 0.327 units for every one-unit increase in ILC, assuming the other independent variable remains constant or unchanged. The negative coefficient indicates an inverse relationship between ILC and FFT, suggesting that a higher ILC score is associated with a lower tendency among village officials to commit financial fraud; 3) The regression coefficient for the FB variable (X₂) is −0.593, which is also negative. This indicates that the FFT value decreases by 0.593 units for every one-unit increase in FB, assuming the other independent variable remains constant or unchanged. The negative coefficient shows an inverse relationship between FB and FFT, meaning that higher financial behavior scores correspond to a lower tendency for financial fraud among village officials.
Table 5. ANOVA Test
	Model
	 
	Sum of Squares
	df
	Mean Square
	F
	p

	M₁
	Regression
	3.676,182
	2
	1.838,091
	69,083
	< ,001

	
	Residual
	10.589,569
	398
	26.607
	
	

	
	Total
	14.265,751
	400
	
	
	


Source: Data Processed by the Researchers (2025)

Table 6. Coefficient of Determination
	Model
	R
	R²
	Adjusted R²

	M₀
	0.000
	0.000
	0.000

	M₁
	0,508
	0,258
	0,254


                                                Source: Data Processed by the Researchers (2025)

In terms of partial effects, the ILC variable had a statistically significant negative effect on FFT (p < 0.001; t-calculated > t-table), indicating that ILC (X₁) significantly reduces financial fraud tendency. Similarly, the FB variable also had a statistically significant negative effect on FFT (p < 0.001; t-calculated > t-table), confirming that FB (X₂) significantly lowers the tendency to engage in financial fraud. 
The analysis of variance (ANOVA) results, as presented in Table 5, indicate that the calculated F-value was 69.083. Given that this value exceeds the F-table value of 3.00 and is accompanied by a significance level of p < 0.001, it can be concluded that Internal Locus of Control (ILC) and Financial Behavior (FB) collectively exert a statistically significant simultaneous effect on Financial Fraud Tendency (FFT) among village officials in Deli Serdang Regency. This finding demonstrates that when considered together, psychological and behavioral financial factors play a meaningful role in influencing the likelihood of fraudulent behavior within the context of village governance.
The coefficient of determination (R²) presented in Table 6 was 0.254, indicating that 25.4% of the variance in FFT can be explained by the combined influence of ILC and FB. The remaining 74.6% is attributable to other factors or variables not included in this study. This suggests that while both ILC and FB are important determinants of fraud tendency, a substantial proportion of the variance may be explained by other elements such as organizational culture, leadership style, internal control systems, or socio-political pressures inherent in the public sector environment. The magnitude of the R² value underscores the need for further research incorporating additional variables to build a more comprehensive predictive model of financial fraud tendencies among public officials.
The empirical findings of this study reveal that Internal Locus of Control (ILC) exerts a negative and significant influence on Financial Fraud Tendency (FFT) among village officials in Deli Serdang Regency. This indicates that the higher the level of ILC, the lower the likelihood of a village official engaging in fraudulent activities related to financial reporting. This result is consistent with previous studies, which suggest that ILC influences financial fraud behavior, as individuals with strong internal control beliefs are more confident in their ability to manage problems and refrain from fraudulent conduct in the financial sector (Ganeuari & Adiputra, 2023). Furthermore, individuals with a high internal locus of control are better able to determine outcomes through their own efforts and abilities (Dewi et al., 2021). However, this finding contrasts with Fausta & Nelvirita (2022), who reported no significant relationship between internal locus of control and financial fraud tendency. Such discrepancies may be attributable to contextual differences, variations in measurement instruments, or differences in the professional environment of the respondents.
The results also demonstrate that financial behavior (FB) has a negative and significant effect on FFT. This finding suggests that unhealthy financial behavior can lead an individual’s tendency to commit fraud in financial reporting. The result aligns with the research by Aristei & Gallo (2021), which states that unhealthy financial behaviour, characterized by poor control over consumption, inability to set aside income, and lack of financial planning, can undermine decision-making and increase susceptibility to unethical conduct. Otherwise, healthy and responsible financial behavior can deter village officials from engaging in fraudulent acts. Align with Subaida (2024) assertion that financial behavior plays a pivotal role in financial management decision-making and reduces financial anxiety (Bai, 2023). Given the substantial large of village funds managed, the potential for misuse becomes significant if not accompanied by sound financial behavior and strong internal control. Limited oversight mechanisms, both internal and external, often place village officials in a vulnerable position, increasing their susceptibility to financial fraud. Moreover, the growing trend of consumptive lifestyles among village officials can heighten financial pressures and drive them toward unethical or noncompliant shortcuts (Pranata & Utami, 2021; Wicaksono & Haryadi, 2022).

CONCLUSIONS
This study demonstrates that the tendency to commit financial fraud can be influenced by Internal Locus of Control and Financial Behavior among village officials in Deli Serdang Regency, both simultaneously and partially. Healthy financial behavior, combined with self-regulation in the form of a strong internal locus of control, can reduce the likelihood of village officials engaging in fraudulent acts related to financial reporting and financial management. The findings imply that the Deli Serdang regency government should intensively and periodically provide training programs, seminars, or workshops focusing on healthy financial management, reducing consumptive behavior. Furthermore, intensive supervision, financial transparency, and more enforceable regulations are expected to be implemented by the government to mitigate permissive attitudes toward fraudulent practices.
The limitations of this study suggest that further research is recommended to conduct further analysis on other potential determinants, such as consumptive behavior, lifestyle, conformity, and leadership, to identify additional factors that may contribute to the emergence of financial fraud tendencies. Moreover, to gain deeper insights into the underlying motives, future studies could adopt qualitative or longitudinal approaches to investigate fraudulent practices within the village government context.
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