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Purpose: The rational strategic behavior of humanity to prioritize their self motives may lead to unethical conduct, with a potential
financial consequence. Thus, this study investigates how the love of money and locus of control can affect the unethical behavior and
performance of small and medium economic actors in the Indonesian context.

Participants and Methods: This article examines the responses from 530 small entrepreneurs as part of the hypotheses in
behavioral strategy by employing covariance-based structural-equation modeling (CB-SEM). This quantitative approach is conducted
following the acceptance of the data quality requirements.

Results: The findings confirm most hypotheses, leaving one insignificant nexus of locus of control and SME performance. This
finding also illuminates the intangible behavior in shaping the SMEs’ strategic performance. Some indirect relationships are also
provided.

Conclusion: This study substantiated the notion that the strategic aspect of SMEs’ business relies on the behavioral construction of
the actors. How entrepreneurs view their source of action internally or externally is critical in shaping how they view money
achievement. A strong tendency to love money too much leads them to be more unethical and ends up in a deteriorating sign of
financial performance. However, being unethical justifies the potentiality of increased income streams. This specific finding of strategic
behavior corresponds to the how “unregulated morality” creates a freedom in doing business.
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Introduction
Small and medium enterprises (SMEs) are the backbone of the Indonesian economy, as 50 million citizens depend on it."
They account for 99.8% of employment and 95% of business entities in Indonesia,” thus, securing a 60% contribution to
the Indonesian economy.” This fact reiterates the need to support the SMEs’ performance through governmental aid,
external funding, or even management training and reformation. This study aims to highlight the importance of SMEs’
reformation in the form of behavioral aspects. This focus is evident as the SMEs issues like existential funding,
government support, the market access have been widely discussed.”® Powell et al* urge the importance of aligning
the social and cognitive conversation to firms’ strategic actions. He points it as the most discussion in strategic absorption
is on the business success recipes.” This relatively late development is strange as rational motive is the underlining
element in strategic formulation and decision-making.®

Investigating economic actors’ behavior can contribute to knowledge expansion as it creates the foundational
reasonings upon executing a task in market uncertainty,’” eg, entrepreneurial orientation, market orientation,® or the
potentiality of financial behavior.” How they manage their financial assets is subject to complex decision-making as part
of their self-interests to rationally focus on their own needs. Adam Smith has long observed this selfish strategic behavior

and even got moral support in his theory of moral sentiment.'® Furthermore, the seminal work of Kahneman and Tversky
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has noted how this rationality may create risky behavior upon making a judgment.''"'> As rational behaviors are subject
to potential biases,'* SME entrepreneurs may be entitled to a prerequisite strategic condition that may affect the ideal
behavior upon dealing with money.

The expected behavior when dealing with money supposedly presents a higher ethical ground; however, the money-
achieving motives may erode this ideal condition. Tang has consistently discussed this issue, pointing to the presence of
the love of money (LOM) and its repercussive effects across genders.'*!” The impact on financial performance is also
expected to be constructed from the locus of control (LOC) as to how humans consider their actions in retrospect to the
internal or external factors that may lead to organizational effectiveness.'®'® Several studies have highlighted this
positive relationship that solid inner beliefs of the entrepreneurs’ actions are substantial in securing strong

20,21

performance. While the investigations of LOC, LOM, and unethical perceptions have been sufficiently

discussed,” the mediation effects in the context of entreprencurs are still elusive. Furthermore, how entrepreneurs
may jeopardize their money ethics in pursuing income streams lead to potentially neglected ethical issues.”> >

This study is expected to contribute to the neglected investigation of how entrepreneurs’ money ethics may
correspond to how they may secure positive outcomes. As to the authors’ knowledge, the article of Susanto”® discussing
innovative work behavior is the closest work linking these constructs. The strategic behavior of perceiving money and
how the behavioral management of it in the SMEs’ contexts may serve as the early investigation in entrepreneurial
research and the connection toward strategic behavioral management. Thus, this study advances the conversation by

presenting the analyses of ethical-behavioral strategies for securing organizational performance in Indonesian SMEs.

Behavioral Strategy

The development of strategic management is pushed within the boundary of actors’ behavioral decisions and actions. The
famous John Nash’s game theory (1950) presents humans’ strategic decision-making to make rational movements are
foundational with extensive applications.”” As strategic decisions are related to human behavior, selecting one strategy
over another and pushing the edge of victory are constructed in human minds.?® This path is where the trajectory of firm
strategy and psychology converged. Behavioral strategy is the merging of cognitive and social psychology and strategic
management. It discusses how human cognition, emotion, and behavior make realistic predictions in the organization and
push the conversation in strategy theory, academic research, and practices.* The initial construction of strategy theory
comes from the ramifications that strategy is a thought process in actors’ minds. On the other hand, it is the application of
various organizational strategies.”” The strategic field will significantly improve by considering the organization’s
microfoundations, namely the motivational aspect, by considering goal-framing theory based on cognitive theory,
behavioral economics, and social psychology.**"

Behavioral biases are other endeavors in psychology that are meaningful for strategic management conversations. It
addresses the nature of humans to make biases upon deciding, deviating from the rationality path.’*** The study results
show that these biases may harm organizational performance, for example, when the source of strategic information
comes from peers.>* The study found that organizational performance results from various predictors, one of which is the
behavioral aspect of employees.” Socio-emotional factors are critical in making a strategic shift from one decision to
another, provided the business performance results are considered.*® Because the rationality process encourages humans
to maximize the benefits of their efforts, the potentiality of future research endeavors is imminent. Another study on the
theme of dynamic capabilities emphasizes that sensing, seizing, and transforming abilities need to mobilize and exploit
the emotional and cognitive capabilities in the process to secure substantial output.>’” Controlling humans in various
organizational positions will give rise to multiple conditions inherent in the social-emotional aspects of the actors.***°
Recent updates on the strategic behavior conversation in entrepreneurship have taken on the improvisational behavior
during the crisis to safeguard positive performance when the market competition is intense.*” Based on the description
above, this paper departs from the study of behavioral strategy in studying psychological variables and their ability to

influence organizational performance in the context of SMEs.
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The Locus of Control

Locus of Control (LOC) is a psychological condition Rotter first mentioned in 1966. He defines it as a person’s
perspective regarding events, whether or not they can control the outcomes of such appearance.*' The LOC is divided
into internal and external drivers, where inner subjective beliefs polish an individual’s internal agenda, and external
factors shape the judgment of a particular decision.**> When individuals make up their mind that things happen because of
their presence, they have a solid internal LOC. Conversely, if they believe that luck, coincidence, or fate as the reasons
for everything means a strong presence of external LOC.*

LOC has been often associated with attitudes.***> This study also expands the conversation by investigating the
relationships between LOC and the attitude toward economic gains, specifically the love of money. This conversation
was investigated in 1992 by Tang et al;'* however, the connection between these two did not capture the most attention.
In strategic behavior, these two constructs are some stimuli that make up human minds to conduct action and, thus, need
further clarification on the effect or directions.

Previous research has discussed the relationship between LOC and individual ethical perceptions. Individuals with
a firm grasp over their internal locus of control are more ethical.'” Business people in the United States and Taiwan have
different moral perceptions when they get external stimuli to get more money in the form of bribery. The results of cross-
cultural studies prove that business people in Taiwan are more open to the issue of giving facilitation money to speed up
their business results than those from the USA.*® LOC is also proven to encourage the increasing ethical tendency of
managers to become whistleblowers of harmful practices within the company.*’

The relationship between LOC and business performance outcome still needs further expansions for their minimum
conversation. One study has seen that external LOC is negatively associated with performance, while the internal is

44,45
2 or

positive.*® The effect of LOC toward performance is mainly mediated by strategic decision,*’ changes in attitudes,
the increasing market and entrepreneurial orientation.”’ The LOC has also negatively influenced attitude formation
regarding immigrants in Canada, the United States, and the United Kingdom.>® Another study points out that LOC cannot
moderate the relationships between burnout and performance among business leaders.”’ This study believes that LOC

can add a positive contribution to the strategic behavior conversation, and thus:
H1: The locus of control increases the money-loving stance of SMEs entrepreneurs
H2: The locus of control is positively related to the unethical perception

H3: The locus of control is associated with the increase in the SME performance

The Love of Money

Love of money (LOM) or love of money is a concept first formulated by Tang, which measures the subjective role of
cash in one’s life.'"* LOM serves as an individual’s behavior, expectations, and aspirations for using funds in their
presentation of good, respect, achievement, power, budget, and evil.”> Tang & Chiu hypothesized that a love of money
would substantially increase greed, concluding that money-loving is evil, but the money itself is not. Love for money is
often negatively connoted and is considered taboo in several religious teaching and beliefs. Understanding someone’s
love for money is necessary because capital can foster positive and negative behavior. Tang and Chiu>® show that a high
passion for income will result in a person becoming greedy and less able to work well with their peers. Tang & Liu>*
reported that money ethics, or the love of one’s money, has a significant and direct influence on unethical behavior.
People with high money ethics (love of money) who place great importance on capital will be less ethical and sensitive
than people with low money ethics. A study of employees in Hong Kong proved that a love of money made them
uncomfortable at work compared to those who did not particularly like money. The constant awareness of the income
source will persist in individuals with good ethics towards money.”> However, the love of money cannot always be
viewed negatively. The study results by Liu and Tang indicate that love of money can encourage increased employee

motivation and job satisfaction.”® These positive attitudes may be the source of positive performance.
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Adam Smith>® has long viewed that self-interest motives are what drive the market. His proposition is consistent with
the rationality theory of humankind that seeking a continuous income stream is the rational choice to survive.”’ Thus, it is
logical to assume that those with substantive love of money would drive to work hard>® to secure better economic
returns. Moreover, people would strategically and rationally strive to obtain more money as it leads to better performance
for their business performance. This effort would make them love the cash even more as they appreciate the sacrifice to
obtain it. Putting money as the gold performance standard has also been a modern world customary.’® This conversation
is built upon the minimum research discussing the role of love of money on business performance and paves the way for
potential investigation as in the followings:

H4: The love of money propels the unethical perception

HS5: The love of money created a better performance for SMEs

Unethical Perception

Business activities cannot be separated from ethical aspects. Business ethics are ways to conduct business activities
that cover all aspects of individuals, companies, industries, and society. This definition includes how to do morally
good business by changing the world’s view of business ethics to improve the world’s economic order. Business
without ethics causes the rulers and business people to become uncontrollable and justifies any means to achieve their
goals.

Ethical perception presents as an endogenous variable of this research. Conroy and Emerson®” argued that ethics is
a good and bad value system for humans and society. The limits of normative values in interactions with society and their
environment can then be ethical values. Donaldson & Dunfee® divides the theory of business ethics into two forms: the
normative and empirical sides. Normative issues are studied by researchers with a deep understanding of philosophical
issues.

On the other hand, the empiricist chooses a practical approach with straightforward applications in various parts
of the business, such as finance and marketing. The constant marketing of ethics has been criticized by Trevino®' as it
cannot explain and predict decision-making processes. How it may lead to better performance is also debated.

Several studies have highlighted the role of ethics in better performance.®** However, the magnitude of its effect is
often not presented. Hair et al®* have advocated the presentation of effect size to analyze whether a strategic business
decision can be made or just neglect it for a minimum relevance. Thus, this study aims to present it to investigate this
relationship with a twist on whether being unethical is suitable for performance. This formulation is plausible as being
unethical may allow the business actors to do whatever is necessary to secure their internal motives. Thus, breaking off
the chain may lead to:

H6: Unethical perception increases organizational performance.

Materials and Methods
Design

This research extracted psychological response data from small and medium enterprise (SME) entrepreneurs in Makassar
City and conducted a quantitative analysis. This response will provide an overview of how ethical phenomena among
members are related to their work. This study follows convenient sampling by calculating the minimum sample size and
conducting a study field. Researchers employ several enumerators to collect data from the entrepreneurs by visiting them
and directly recording the data on their cellphones through a google form. The coded responses are tabulated and
analyzed through several statistical tests, ie, normality measurement, convergent validity test, confirmatory factor
analysis (CFA), and structural equation modeling (SEM), for the path model.

In particular, the data were analyzed in two steps; firstly, the quality assessment to present the validity and reliability
tests regarding the behavioral perceptions of Small and Medium Enterprises in Indonesia. Hair et al®® suggest the quality
tests for CB-SEM analysis to include the information of convergent validity, discriminant validity, and multicollinearity,
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in addition to the mandatory goodness-of-fit analysis. Thus, this study maximizes the Smartpls software for the validity
and reliability criteria analysis, along with the Lisrel 10.2. Secondly, inferential statistics following the principles of
parametric testing and data normality. The analysis employs Lisrel 10.2 software for path constructions in the covariance-
based structural equation modeling. This process will provide the answers to the presented hypotheses. This study uses
google form media, where respondents fill the data on their cellular device to facilitate a more straightforward
presentation and faster response rates.

Measure

This study compiled a questionnaire that was targeted to be a medium to obtain relevant information from SME actors.
The questionnaire contains closed statements manifesting the latent variables that are the object of investigation, namely
love of money, locus of control, unethical perception, and financial performance, which form the conceptual model
shown in Figure 1. The statement is assessed using a 5-point Likert scale (see Appendix 1). Love of money is measured
based on the money ethic scale developed by Tang.'* His initial study revealed the Cronbach’s alpha in the second order
constructs as Good (a 0.81), Evil (a 0.69), Achievement (a 0.70), respect (self-esteem) (o 0.68), Budget (o 0.72), and
Freedom (power) (a 0.71). Locus of Control as a mapping of external/internal information in investment decisions is
measured based on the work locus of control scale from Spector.°® The unethical perception that reflects how individuals
respond to various unethical actions/violations is adapted from the capacity of relativism and idealism by the construction
of Forsyth.®” This study also estimates the perceptions of SME owners regarding their financial performance without
taking financial data that might be considered sensitive.°® This perception aims to reduce the managerial resistance to
sharing strategic information. All instruments were translated or adapted from the original language in their respective
research essays into Indonesian to get an accurate response (the descriptive result in Table 1). The research instruments
are then presented to the Ethical Commission for clearance in a study involving human subjects.

This study will test the validity and reliability of the indicators proposed in the confirmatory factor analysis (CFA)
analysis, loading factor, and the average variance extractor (AVE) (see Appendix 1 for the questionnaire statements). The
results of the validation and reliability are shown in Table 2.

This study examines four variables which are the main objects of study, namely LOC, LOM, Unethical Perception,
and finally, the SMEs’ Performance. The descriptive test in Table 1 provides information about the distribution of data,
both mean, standardized deviation, and correlation among each variable. This study proposes 17 indicators derived from
various previous theories. The final investigated scales are available in the Appendix 1. The indicators are subject to
a confirmatory factor analysis test, and two correlated error covariances within the same variable are constructed to reach
a better fit model. The items align with the sampling procedure, as discussed in the sampling technique.

Sample

The population in this study was 16,492 SME entrepreneurs registered in the Ministry of Cooperatives and Small and
Medium Enterprises in Makassar City. The authors characterized the sample with the characteristics of having an annual
asset turnover of at least IDR. 15,000,000 (+ USD 1000), and the business has been around for five years. This study uses

D
Unethical
Perception
Locus of Love of \ +
Control Money [ )
SMEs
\_> Performance
\, y

Figure | Conceptual framework.
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Table | Descriptive Measure

No. Construct Mean St.Dev. 1 2 3 4
| LOM 3.798 0.679 1.000
2 LOC 3.881 0.748 0.636 1.000
3 Unethical Perception 3.763 0.727 0.699 | 1.000
4 SMEs Perf 3.888 0.742 0.565 0.524 0.614 1.000
Notes: Adapted Smartpls output.
Table 2 The Outer Model Quality
Construct Item Loading VIF Alpha Rho_A CR AVE
Locus of Control LOCI 0.644 1.215 0.676 0.722 0.82 0.606
LOC2 0.865 1.504
LOC3 0.810 1.390
Love of Money Evill 0.640 1.457 0.872 0.873 0.897 0.466
Evil2 0.689 1.678
Achl 0.745 1.807
Ach2 0.695 1.730
Budgt 0.665 1.551
Freed| 0.606 1.394
Freed2 0.674 1.610
Resl 0.718 1.884
Res2 0.704 1.806
Res3 0.681 1.562
Unethical Perception Unethil 0.795 1.696 0.720 0.735 0.827 0.549
Unethi2 0.816 1.763
Unethi3 0.585 1.154
Unethi4 0.743 1.306
SMEs.Performance Eff| 0.839 1.684 0.793 0.794 0.879 0.707
Eff2 0.859 1.768
Eff3 0.825 1.605

Notes: Adapted Smartpls 3. Output.

nonprobability convenience sampling, where every SME who coincidentally meets the researcher and fulfills the

specified data terms can become the study’s participants.

This study then takes the ethically-approved questionnaire to the field research. The author visits the SMEs in the
local hubs scattered across Makassar, Indonesia. These entrepreneurial centers host many tenants, thus, simplifying the
data collection procedure. The author ensures the entrepreneurs that the study would not collect confidential data,

allowing for a high response rate by using a snowballing recommendation from the entrepreneurs to their peers. This
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gentle approach leads to 530 usable responses. There are no missing data as the author employs the online survey in
Google forms with a mandatory setting to fill all questions. The 530 coded data are sufficient by the majority of sampling
requirements, eg, the ten-time rules,65 the 100—150 the minimum threshold for SEM analysis;"g’70 the five times number

71,72

of indicators; or the Yamane or Roscoe sampling formulas.”>’* Out of 37 initial items, 20 indicators become the

object of investigation following the CFA, validity, and reliability tests presented for hypothesis inquiries.

Results

This study investigates the appropriateness of the instruments proposed in two major groups, namely the outer-model
test, to obtain information about the suitability of the data used. The first test performed was data normality based on
Kolmogorov—Smirnov’s test through SPSS software and resulted in an insignificant p-value, indicating no non-normality
problem.

This study explored the proposed quality indicators using Confirmatory Factor Analysis (CFA) based on Covariance-
based Structural Equation Modeling with Lisrel software. The results of the CFA study indicate that the final model
consisting of 17 items has a stable and highly dependable model quality, as recorded in the goodness of fit results. With
some improvements (two correlated standard-error within the same variable), the final model is shown to have the
important indicators to be y* = 360 (p = 0.000); df = 160; RMSEA = 0.0475; RMR = 0.0360; GFI = 0.936. Those
absolute fit indexes reveal the close fit of the investigated model, despite the chi-square (x°) and the degree of freedom
(df) not meeting the cut-off value for a high y* and df. These two measures are sensitive to sample numbers with higher
data would certainly decrease those two fitness measures; however, other absolute indexes like RMSEA, RMR, and GFI
still support the data fitness. Thus, this study then investigates the convergent validity and reliability tests and discovers
the support for the data, as revealed in Table 2.

This study employs the Smartpls 3 output to investigate the quality presentation of the outer model. All loading

194 stated that its expected value is above 0.7, but it is not the final

outputs are substantial enough above 0.5. Hair et a
criterion, as other measures have to be considered. Removing indicators is unnecessary if it cannot increase the value of
Cronbach’s alpha or Average Variance Extractor (AVE). As all Composite Reliability (CR) values above 0.7 are
sufficient, this study proceeds with other criteria. Unethical perception appears as the variable with the lowest data
quality but is still suitable because the CR is adequate. Overall loading values, alpha, rho a, CR, and AVE provide
support for the quality of the outer model. The model also does not show symptoms of multicollinearity, with a Variance
Inflation Factor (VIF) value above 0.2 and below 3. VIF values below three also indicate the absence of common method
bias.”> This study also tested discriminant validity using the Heterotrait-monotrait test (HTMT), as in Table 3.

After all the instruments in this study meet the data quality rules, from validity and reliability to the outer model
formulation, hypothesis testing can be carried out. Table 4 and Figure 2 present the summarized inferential statistics to
prove the nomological validity of the proposed model in path analysis.

After all the instruments used in the study meet the data quality rules, from validity and reliability to the outer model
formulation, hypothesis testing can be carried out. Table 4 presents the summarized findings of inferential statistics to

prove the nomological validity of the proposed model, and Figure 2 illustrates Lisrel’s statistical presentation in path

analysis.
Table 3 The HTMT Test of Discriminant Validity
Construct | 2 3
| Locus of Control
2 | Love of Money 0.582
3 | SMEs. Performance 0.537 0.269
4 | Unethical Perception 0.672 0.780 0.389
Notes: A value below 0.9 is expected. Adapted Smartpls output.
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Table 4 The Relationships Summary

Path Effect T-value Hypothesis
HI Locus of Control->Love of Money 0.846 13.76** accepted
H2 Locus of Control=>Unethical Perception 0.754 14.55%* accepted
H3 Locus of Control=>SME Performance 0.152 -1.95 rejected
H4 Love of Money=>Unethical Perception 0.361 6.43* accepted
H5 Love of Money=»SME Performace 0.187 —2.4%* accepted
Hé Unethical Percepton=>SME Performance 0.171 2.20% accepted
LOC-LOM=>Unethical Perception. 0.305 6.65%*
LOC-2LOM=2Unethic»SME Performance 0.181 2.33%
LOM=3Unethic=>SME Performance 0.213 2.76%*
R> LOM 0.707
R? Unethical Perception 0.935
R* SMEs’ Performance 0.540

Notes: *p < 0.05; **P < 0.01. Adapted Lisrel Output.

The study finds some notable and exciting findings in the hypothesis inquiries test in CB-SEM. All significant
relationships are present at the confidence level of 99%, with a t-value higher than 2.58. LOC is strongly and positively
related to LOM and ethical stance, but not toward entrepreneurial financial performance. The LOM is statistically
significant in the increase of unethical perception but reveals an adverse impact on performance. Being unethical also
leads to better performance. All indirect relationships are found to be statistically significant. The discussion is as
follows.

Discussion

This study found that the results supported the H1 hypothesis: the higher the perception of personal locus of control
(LOC), the higher the love for money (LOM). Locus of control appears as a motivational driver that shapes individual
attitudes.”® It is not surprising that one’s perception of self-enrichment in the context of materialism is formed from how
one’s self-control is constructed. An initial investigation of Tang'> shows that the locus of control includes the elements
of the love of money, such as importance, achievement, respect, and freedom. This finding is an extension of Tang’s
study in 1992, which rarely gets further investigations. Furthermore, the effect size of the relationship is relatively large,
indicating the robust prediction of locus of control toward love of money.

This finding implies that small entrepreneurs reconstruct their moral behavior mainly from external sources, either
religion, environment, peer pressure, or social customaries.”® These external encouragements create the foundation for
the increasing love of money following their economic motives to increase income. The entrepreneurs’ tendency to love
money too much can be associated with greed, as the liberal view of wealth has created the foundation of the ideal-life
imagination of being rich. The social customs amplifying respect for those wealthy figures become the foundation for the
external locus of control construction. Conversely, another study reveals that individuals with robust internal control will
have a more apathetic attitude toward money,”’ making them wiser in their economic journey. The construction of these
relationships indicates that the external locus of control can have an evident effect on the money-loving perceptions,
potentially serving as the basis for increasing unethical conduct among entrepreneurs.

This study advances the conversation by investigating how the entrepreneurial actors’ locus of control may become
the foundation of their unethical perceptions in doing business. This analysis clarifies the causative effect, confirming the
preposition of hypothesis 2 that locus of control in shaping individual perceptions is a strong predictor of SMEs’

3046 e Psychology Research and Behavior Management 2022:15

Dove!


https://www.dovepress.com
https://www.dovepress.com

Dove Syariati
[®17.77
Evill
|~ 0
Evil2 ESE0S
—_— ~=14.39
C.
14.0/
o 8
14.77/ 14.7
Ach2
.59 2.90
15.75%= : .23 e =14 4
LOC1 A5
.67 .
.99\ 12 ¢
10.11 Res2
-62\
@ .4;\ e ~=14.39
.53
19.45
11,27 - Budgt =147
LOC2 udg
~=15.012.69
16.81 Freedl
~=13.5
G Freed2
.32
\
13.16% 3 .13 Unethil |[|*®16.3
e 6.98
Unethi2 |[*®*15.7
Unethi3 [*®14.88
X1
\
.30 Unethi4 [==14.40
~-12.95
Effl
e ~=10.72
e 12,01

Chi-Square=351.52, df=160, P-value=0.00000, RMSEA=0.048

Figure 2 The path revelation.

unethical perceptions in Indonesia. Previous studies reveal that the relationship between these two behaviors is complex.
A study found that only women showed the symptoms between locus of control and ethics;’® however, other research
rejected this claim by reporting the no-gender dichotomy in the relationship.”® One investigation*® pointed to indirect
demographic/geographic factors influencing the relationship between these constructs, as evident in the Taiwanese and
USA business people.

Conversely, a local study in Indonesia found a non-existing effect in the relationships,** hence against the result of
this study. However, most investigations support the role of locus of control in the ethical construction of small
entrepreneurs.®’® The diversity of research reports indicates that further investigations have to sufficiently admit the
variation across human behavior not to be taken lightly.

As this study constructs the locus of control as confidence regarding one’s behavior, the SME actors increase their
unethical perception. This finding is different, as most study point to the positive causation between locus of control and
ethics. Thus, this research report provides evidence that as entrepreneurs believe that life is beyond their control, they
will focus on maximization of the controllable results in economic gains. This self-interest motive is evident as they
concentrate on what is at hand, supporting the basic construction of rational behavior in financial gains/losses.''’

This research formulation presents the case of locus of control and its effect on financial performance among SMEs in
Indonesia. This study discovered a non-significant relationship and thus rejected hypothesis 3. This finding indicates that
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the entrepreneurs’ belief regarding their life course will not result in better SME performance. This result contributes to
the minimum conversation regarding these two behavioral constructs. Previous studies mainly discuss the locus of
control and financial performance. Some reports reveal that Internal business self-control can create better outcomes than
those with a greater tendency toward externalities.'™ This result is plausible as external influences like the strategic
activities of peers can be a supporting factor or constraint on individual performance.*’

While the fight over the internal or external locus of control capacity in pushing for better behavior continues, the
strategic management agenda is trying to reconcile these two notions. The efforts are evident by, eg, the dynamic

capability theory®** 87-89

or strategic entrepreneurship, which focuses on internal/external adaptive capabilities in
producing sustainable advantages. SMEs’ actors must have substantial control over various resources to orchestrate
the desirable financial income. Entreprencurs are expected to maintain positive strategic behavior; however, social
connectedness may present positive or negative consequences. Economic activities may lead to a strong focus on money-
seeking motives, leading to the presence of a love of money.

This study reinforces the investigation by testing the economic motive in the form of the love of money and unethical
perception. The finding confirms the relationship in hypothesis 4, which found a positive association between LOM and
unethical perception. This finding corresponds with the mainstream research that generally reports an association
between these two psychological conditions.?>>*°° This result confirms that excessive love of money, with its various
expressions,”’ has great potential to encourage individuals to behave unethically. The strong urge to enrich oneself may
enhance selfish decisions®” in different strategic choices.”> Moreover, the SMEs’ business landscape can encourage
creating an atmosphere of intense competition and promote unethical attitudes.”® While a loving money attitude
positively increases the unethical stance, it may not end well for securing a good performance.

This study also tests whether the economic outcome of being a money lover is evident. This investigation advances
the study of behavioral strategy by observing whether one perception is related to financial performance. This study
confirms the formulation of hypothesis 5 but with a negative causality. This result means that as the SMEs’ entrepre-
neurs increase their love of money, it decreases their economic gain. It can be understood that the formulation of the
relationship between these two variables is still hypothetical and exploratory, where the discussion of previous research
is still very minimal, if not existing. The closest previous investigation is regarding the love of money and innovative
behavior, which results in a positive and significant association.”® Psychological studies also provide information that
those with a great passion for money have a greater tendency to take risks, as a high-risk profile is associated with the
opportunity to get a more beneficial result.”” This study’s unique finding is that the potential tendency to enjoy the
obtained income irresponsibly may lead SME entrepreneurs to use their money irresponsibly, thus jeopardizing their
business performance. This observation needs further clarification in future studies as the research investigation is still
anew. While loving money can be unethical, ethics and business performance research have been well established.

This study also examines the relationship between unethical perceptions and SME performance, confirming hypoth-
esis 6 in a positive direction. This finding contradicts mainstream research in business ethics that supports the role of
ethics in shaping positive organizational performance.®*%>°® However, this study reinforces the rational behavioral
strategic motives of doing business to secure maximum gains for their self-interests, as Adam Smith’s revelation.’®>’
Thus, being unethical may open the windows of opportunity constrained by moral factors. No wonder these advanced
chances may yield a positive result toward economic gains, eg, decreasing the quality of the products without consumers’
consent.

This research investigation has been controversial, but the academic field of business ethics has continuously strived
to prove its importance. This is evident by the majority of research reports;®***°” however, some academics have pointed
toward the little effect of ethical investment in the market for securing substantial economic gain.”®*’ Another
academician has disputed the role of ethics in the stakeholder theory for its inability to promote better organizational
performance.'® Another finding reports that being ethical is less effective for small firm income but favorable for the
large ones.'®" Conclusively, this study’s finding has added further conversation to the debates by acknowledging the self-
interest motives of humanity.

This study also examines several indirect relationships between all existing variables without formulating specific
hypotheses. There is an indirect effect between locus of control on the love of money and unethical perception with
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a reasonably substantial effect size. Locus of control is related to SMEs’ performance, mediated by the love of money
and crooked perception. Unethical perception creates an indirect relationship between love of money and SME
performance. There is still much controversy surrounding this study, and the relationship between business ethics
commitment and financial performance remains ambiguous.'® If substantial positive relationships can be formed, this
will help market the ethical stance in doing business.®' These mixed results on indirect relationships suggest complex
relationships in the theoretical or measurement building, thus, requiring further investigation.

Conclusion

Small business entrepreneurs are subject to many internal and external inputs affecting their performance. This study
advances the discussions in behavioral strategy by highlighting how locus of control, love of money, and unethical
perception shape the performance of small and medium enterprises. The structural model reveals significant support for
the proposed hypothesis but the locus of control relationship and SME performance. All indirect relationships are
discovered to be significantly existing. This study implies that entrepreneurs must manage their control over external
information and their inherent motive in doing business, as increased money-loving may deteriorate business perfor-
mance. While our finding is controversial as being unethical is suitable for the economic outcome, doing business
ethically is still highly expected for the sake of the community.

This study admittedly comes with several weaknesses. Further data distribution from different geographics and
nationalities may present a more straightforward message. Some investigated relationships are still in the initial
states; thus, they require other pieces of evidence in future studies. Further investigations would benefit from
advancing the weakness and studying other behavioral aspects that might impact the strategy formulation within
firms, like notable biases such as herding, overconfidence, or illusion of control. These endeavors we leave to future
aspiring researchers.
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