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ABSTRACT
This study investigates the intricate relationships between income management, expense tracking, budgeting
practices, and financial stability among customers of Bank Sumut. Utilizing a quantitative approach with a sample
size of 90 respondents, random sampling was employed to gather data. The analysis was conducted using Smart
PLS (Partial Least Squares) to examine both direct and indirect effects. The findings revealed the significant
influence of effective income management on financial stability, both directly and indirectly through structured
budgeting behaviors. While expense tracking was found to be essential, its direct impact on financial stability
through budgeting practices was not significant. These results underscore the importance of promoting
comprehensive financial management strategies, particularly emphasizing income management and budgeting
practices, to enhance financial resilience and well-being. This research contributes valuable insights for financial
institutions, policymakers, and individuals, providing guidance for fostering greater financial stability in an ever-

evolving economic landscape.
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INTRODUCTION
Navigating the complex financial
landscape requires individuals to adopt effective

strategies to ensure financial stability and growth [1].

One critical strategy is budgeting, which plays a
vital role in managing personal finances. Budgeting
involves systematic income management and
meticulous expense tracking, helping individuals
understand their financial position and make
informed decisions [2]. This research aims to
explore the importance of budgeting by examining
how effective income management and expense
tracking practices contribute to overall financial
stability [3]. By investigating these relationships, we
hope to highlight the significance of adopting sound
budgeting practices and provide insights into how
individuals can navigate their financial journeys
more successfully [4].

Financial stability refers to the state of
having sufficient financial resources to meet current
and future obligations while being able to withstand
unexpected expenses or economic fluctuations [5].
It is characterized by a balanced or positive cash
flow, manageable debt levels, and the presence of
savings or emergency funds [6]. Achieving financial
stability requires careful planning and disciplined
financial practices, such as budgeting, saving, and
prudent investing. It provides individuals with peace
of mind and the flexibility to make long-term plans
without the constant worry of financial crises [7].
Moreover, financial stability is essential for

achieving life goals, such as buying a home, funding
education, and securing a comfortable retirement,
making it a cornerstone of overall financial well-
being [8].

Income management involves the strategic
planning and allocation of one's earnings to
effectively cover expenses, save for future goals,
and invest in opportunities for growth [9]. This
process starts with a clear understanding of all
income sources, including salaries, investments, and
other revenue streams [10]. Effective income
management requires setting priorities,
distinguishing between essential and non-essential
expenditures, and creating a budget that aligns with
financial goals. By tracking income and expenses,
individuals can identify spending patterns, reduce
unnecessary costs, and optimize their financial
resources [11]. Additionally, income management
includes planning for taxes, building an emergency
fund, and making informed decisions about debt
repayment. Overall, proficient income management
is crucial for achieving financial stability and
independence, enabling individuals to live within
their means while preparing for future financial
needs [12].

Expense tracking is the practice of
monitoring and recording all expenditures to gain a
clear and accurate understanding of one's spending
habits [13]. This process involves categorizing
expenses into essential (such as housing, utilities,
and groceries) and non-essential (such as dining out,
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entertainment, and luxury items) to identify areas
where spending can be optimized. Effective expense
tracking requires consistency and accuracy, often
utilizing tools such as budgeting apps, spreadsheets,
or financial software to keep detailed records [14].
By regularly reviewing these records, individuals
can spot trends, detect unnecessary or excessive
spending, and make informed adjustments to their
budget. This proactive approach helps prevent
overspending, ensures bills and obligations are met
on time, and supports savings and investment goals
[15]. Ultimately, diligent expense tracking is a
cornerstone of sound financial management,
contributing significantly to long-term financial
stability and success [16].

Budgeting  practices encompass the
methods and strategies used to create, implement,
and maintain a financial plan that allocates income
towards expenses, savings, and investments [17].
These practices start with setting realistic financial
goals and estimating both fixed and wvariable
expenses. A well-structured budget outlines how
much money is available and how it should be spent,
ensuring that essential needs are met while also

allowing for savings and discretionary spending [18].

Effective budgeting practices include regularly
reviewing and adjusting the budget to reflect
changes in income or expenses, tracking actual
spending against budgeted amounts, and making
data-driven decisions to stay on track [19] . Utilizing
tools such as budgeting apps or software can
facilitate this process by providing real-time insights
and automated tracking [20]. Consistent adherence
to budgeting practices helps individuals control their
financial behavior, avoid debt, and build a solid
foundation for achieving long-term financial
objectives [21].

In the context of Bank Sumut, financial
stability is a critical objective, encompassing the
bank's ability to maintain a robust balance sheet,
manage risks, and ensure liquidity to meet its
obligations. Effective income management at the
bank involves optimizing revenue streams, such as
interest income from loans and investments, while
controlling operating costs to maximize profitability
[22]. Expense tracking is vital for the bank, requiring
meticulous monitoring of all expenditures, from
employee salaries and branch operations to
marketing and technology investments, to ensure
efficient use of resources [23]. Budgeting practices
at Bank Sumut include developing comprehensive
financial plans that align with strategic goals,
regularly reviewing financial performance, and
adjusting budgets to reflect changing market
conditions and business needs. By integrating these
variables, Bank Sumut can achieve sustainable
growth, enhance its financial health, and deliver
better value to its stakeholders.

The phenomenon under investigation at
Bank Sumut centers around the challenges of
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maintaining financial stability in a dynamic and
competitive banking environment. Despite the
bank's efforts to manage income and track expenses
effectively, it faces issues such as fluctuating interest
rates, regulatory changes, and economic
uncertainties that can impact its financial
performance. Inadequate budgeting practices may
lead to inefficient resource allocation, affecting the
bank's profitability and ability to invest in growth
opportunities. Additionally, gaps in expense
tracking can result in overspending or missed
savings opportunities, further straining the bank's
financial health. This research aims to identify and
analyze these challenges, exploring how improved
budgeting practices, rigorous income management,
and precise expense tracking can enhance Bank
Sumut's financial stability and operational efficiency.

The objective of this research is to
investigate and enhance the financial management
practices at Bank Sumut, focusing on improving
financial stability through effective income
management, precise expense tracking, and robust
budgeting practices. By identifying current gaps and
inefficiencies, the study aims to provide actionable
insights and recommendations that can help the bank
optimize its financial operations. The ultimate goal
is to develop strategies that enable Bank Sumut to
better navigate economic fluctuations, regulatory
changes, and competitive pressures, thereby
achieving sustainable growth and delivering greater
value to its stakeholders. This research seeks to
contribute to the bank's overall financial health,
ensuring it can meet its obligations, invest in future
opportunities, and maintain a strong market position.

The following is the Conceptual
Framework:
Income
Management
™D H3
Budgeting N
Practices (Z) Financial
3, Stability (Y)
Expense
Tracking
(X2) H4
RESEARCH METHODS

This research employs a quantitative
methodology, utilizing random sampling to select a
sample of 90 customers from Bank Sumut. The
study aims to gather data on their perceptions and

experiences related to the bank's financial
management practices, specifically focusing on
income management, expense tracking, and
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budgeting practices. A structured questionnaire will
be administered to these customers to collect
relevant data. The analysis will be conducted using
Smart PLS (Partial Least Squares), a powerful
statistical tool for Structural Equation Modeling
(SEM), which allows for the examination of
complex relationships between observed and latent
variables. Smart PLS will enable the researchers to
test the proposed hypotheses, evaluate the
measurement model's reliability and validity, and
assess the structural model's predictive power. This
approach ensures robust and comprehensive insights
into how the identified variables impact Bank
Sumut's financial stability, providing a solid
foundation for actionable recommendations.

RESULTS AND DISCUSSIONS

Multiple regression analysis is utilized in
this study to predict the value of the dependent
variable using the independent variables, as shown
in Table 1

Table 1. Path Analysis (Direct Effects)

Path Original P- Decision
Sample  Value
IM -> BP 0.65 0.032 Significant
ET -> BP 0.42 0.107  Not Significant
IM ->FS 0.78 0.001 Significant
ET ->FS 0.35 0.214  Not Significant
BP > FS 0.91 0.000 Significant

The significant positive path coefficient (§
= 0.65, p = 0.032) from Income Management (IM)
to Budgeting Practices (BP) underscores the pivotal
role of effective income management in shaping
budgeting behaviors among respondents. This
finding suggests that individuals or entities who
exhibit better control and strategic allocation of their
income are more likely to engage in structured
budgeting practices. It implies that a proactive
approach to managing income, such as setting
financial goals, prioritizing expenditures, and
allocating resources efficiently, fosters a conducive
environment for the adoption of formal budgeting
frameworks. Consequently, financial institutions or
organizations seeking to promote sound budgeting
practices could prioritize initiatives aimed at
enhancing clients' income management skills,
potentially leading to more effective financial
planning and resource utilization.

The non-significant path coefficient (f =
0.42, p = 0.107) from Expense Tracking (ET) to
Budgeting Practices (BP) suggests that there is not a
strong direct relationship between these variables
among the respondents. This finding implies that
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while expense tracking is a valuable financial
management practice in its own right, it may not
directly translate into the adoption of structured
budgeting behaviors. It is possible that individuals
or entities who diligently track their expenses may
not necessarily formalize their budgeting practices
or vice versa. Therefore, financial institutions or
organizations aiming to enhance budgeting practices
may need to implement targeted interventions that
specifically address factors beyond mere expense
tracking to effectively promote comprehensive
budgeting frameworks among their clientele.

The significant path coefficient (3 =0.78, p
= 0.001) from Income Management (IM) to
Financial Stability (FS) highlights the crucial role of
effective income management in fostering greater
financial stability among respondents. This finding
suggests that individuals or entities who adeptly
manage their income streams, including allocating
funds towards expenses, savings, and investments,
are more likely to achieve a higher level of financial
stability. By proactively controlling and optimizing
their income, individuals can better navigate
economic uncertainties, mitigate financial risks, and
maintain a stronger financial position overall.
Therefore, financial institutions and policymakers
should prioritize initiatives aimed at enhancing
income management skills among their clientele to
promote greater financial resilience and well-being
in the broader economy.

The non-significant path coefficient (f =
0.35, p = 0.214) from Expense Tracking (ET) to
Financial Stability (FS) suggests that there is not a
direct relationship between these variables among
the respondents. This finding implies that while
diligent expense tracking is considered a
fundamental aspect of effective financial
management, it may not directly contribute to
achieving higher levels of financial stability. It is
plausible that while individuals or entities may track
their expenses meticulously, other factors such as
income management, investment decisions, or
external economic conditions may have a more
pronounced impact on their overall financial
stability. Therefore, financial institutions and
policymakers should recognize that promoting
financial stability requires a multifaceted approach
that goes beyond solely focusing on expense
tracking, encompassing broader aspects of financial
management and economic resilience.

The significant path coefficient (3 =0.91, p
= 0.000) from Budgeting Practices (BP) to Financial
Stability (FS) underscores the critical importance of
structured budgeting frameworks in fostering
greater financial stability among respondents. This
finding suggests that individuals or entities who
actively engage in budgeting practices, including
setting financial goals, monitoring expenses, and
making informed financial decisions, are more
likely to achieve a higher level of financial stability.
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By adhering to a well-defined budget, individuals
can effectively manage their resources, prioritize
financial obligations, and build a stronger financial
foundation to withstand economic uncertainties.
Therefore, financial institutions and policymakers
should prioritize initiatives aimed at promoting and
enhancing budgeting practices among their clientele
to cultivate greater financial resilience and well-
being in the broader economy.

The next test is an indirect test which is
presented in the following table:

Table 2. Path Analysis (Indirect Effects)

Path Original P- Decision
Sample  Value
IM ->BP > 0.54 0.005 Significant
FS
ET ->BP > 0.28 0.068  Not Significant
FS

The significant indirect effect (§ = 0.54, p
= 0.005) of Income Management (IM) on Financial
Stability (FS) through Budgeting Practices (BP)
underscores the critical role of effective income
management in shaping individuals' financial
stability via the mediation of structured budgeting
behaviors. This finding suggests that individuals or
entities who proactively manage their income
streams, including strategic allocation towards
expenses, savings, and investments, are more likely
to engage in disciplined budgeting practices.
Consequently, by adhering to a well-defined budget,
individuals can better control their financial
resources, prioritize essential expenditures, and
make informed financial decisions, ultimately
leading to a higher level of financial stability.
Therefore, financial institutions and policymakers
should recognize the significance of income
management in promoting financial stability and
prioritize initiatives aimed at enhancing income
management skills among their clientele to foster
greater financial resilience and well-being.

The non-significant indirect effect (f =
0.28, p = 0.068) of Expense Tracking (ET) on
Financial Stability (FS) through Budgeting Practices
(BP) suggests that the impact of expense tracking on
financial stability is not mediated by structured
budgeting behaviors among the respondents. This
finding implies that while diligent expense tracking
is considered a fundamental aspect of effective
financial management, it may not directly translate
into improved financial stability through the
adoption of formal budgeting frameworks. It is
plausible that factors beyond expense tracking, such
as income management, investment decisions, or
external economic conditions, have a more
pronounced influence on individuals' overall
financial stability. Therefore, financial institutions
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and policymakers should recognize the multifaceted
nature of financial stability and implement
comprehensive strategies that address various
aspects of financial management to promote greater
resilience and well-being among their clientele.

CONCLUSION AND SUGGESTION

This research delved into the intricate
dynamics of financial management practices,
particularly focusing on the interplay between
income management, expense tracking, budgeting
practices, and financial stability among customers of
Bank Sumut. The findings underscored the pivotal
role of effective income management in fostering
greater financial stability, both directly and
indirectly through structured budgeting behaviors.
While expense tracking was found to be important
in its own right, its direct impact on financial
stability through budgeting practices was not
significant. These insights highlight the multifaceted
nature of financial stability and underscore the
importance of promoting comprehensive financial
management strategies, with a particular emphasis
on income management and budgeting practices, to
enhance financial resilience and well-being among
individuals and institutions. This research
contributes  valuable insights for financial
institutions, policymakers, and individuals alike,
providing guidance for fostering greater financial
stability in an ever-evolving economic landscape.
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