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The aim of this study is to analyze the effect of pocket money, peer
acceptance, and money retention on Compulsive Buying Behav-
ior (cbb) and borrowing habit, as well as the effect of cbb on bor-
rowing habit and the mediating effect of cbb. The samples of this
study were the undergraduate students. A total of two hundred
questionnaires were obtained and analyzed by using Structural
Equation Modelling (sem). The result of this study showed that
peer acceptance and money retention had an impact in deter-
mining the level of cbb. Meanwhile, pocket money and peer ac-
ceptance did not affect borrowing habit. On the other hand, only
money retention that had the direct effect on borrowing habit.
Moreover, this study also found that cbb mediated the effect of
money retention on borrowing habit.
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Introduction

Economic theories claim that purchases are made to obtain utility.
In fact, there are many people making purchases to get satisfac-
tion from the purchasing process instead of achieving utility. Dittmar
(2005) argued that this kind of people purchase in order to improve
their mood as well as to increase their confidence. Besides, DeSarbo
and Edwards (1996) stated that these people make purchases to es-
cape from stress and anxiety. This kind of people is called compul-
sive buyers (O’Guinn and Faber 1989). The behavior shown by com-
pulsive buyers in the study of consumer behavior is called compul-
sive buying behavior (cbb). The process of buying is considered as
a pleasurable activity to compulsive buyers so that they are often
labeled as the hedonists.

cbb can lead to addictive shopping. Some studies found that a high
tendency of cbb is found in some countries like India (Jalees 2007),
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Thailand and China (Guo and Cai 2011). This behavior is often clas-
sified as a behavioral disorder that needs to be prevented or removed
from those who are now suffering from cbb. Many people have per-
ceived this negative behavior as a common behavior in the world’s
materialistic culture. This action can be as difficult to stop as any
other compulsions or addictions.

Previous studies, however, have investigated the relationship be-
tween many variables and cbb. Guo and Cai (2011) found that pocket
money is a common factor that predicts cbb. Another determinant
of cbb is the influence of peers (Moschis et al. 2013). In addition to
both factors explained above, money retention is also proven influ-
ence cbb. People who are not careful in using their money are more
likely to do cbb (Li et al. 2009). However, most previous studies in-
vestigated cbb within the scope of marketing. Four of them are the
studies conducted by Vicdan and Sun (2008) that examined the rela-
tionship between cbb and online sales promotion; and also the study
that was carried out by Jalees (2007); Bindah and Othman (2012) and
Khaniwale (2015) that explored the determinants of cbb.

Furthermore, cbb generates several problems for the compulsive
buyers themselves, their families, friends, and their colleagues (Er-
gin 2010). Many compulsive buyers will have problems with their
debts. In the case of having one or more credit cards, Wilczaki (2006)
found that many compulsive buyers have been crippled by their
debts. When compulsive buyers do not have a credit card, it is possi-
ble that they will borrow money from their parents and friends to buy
some stuff. Therefore, borrowing money repeatedly will end up with
a high borrowing habit that leads to other negative effects. Mean-
while borrowing habit itself can be affected by pocket money, peer
acceptance, and money retention. People with higher pocket money
may borrow money more often because they believe that they have
the ability to pay back, and vice versa. In the term of peer accep-
tance, people who need to be accepted by their peers will have a
greater possibility to borrow money from their peers. If it is linked
to money retention, it is easy to imagine that people who use their
money carefully will rarely borrow money because they are good at
managing their money.

Previous studies simply analyzed the cbb determinants without
further analysis about its impacts. Therefore, this study will not
only investigate the cbb determinants, but also its effects on bor-
rowing habit. Moreover, to examine cbb from the financial point of
view, this study would inspect the cbb impacts on borrowing habit
and would particularly investigate the direct and indirect effects of
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pocket money, peer acceptance, and money retention towards bor-
rowing habit. Therefore formulated four research question are: (1)
Do pocket money, peer acceptance, and money retention have a sig-
nificant effect on cbb? (2) Do pocket money, peer acceptance, and
money retention has a direct effect on borrowing habit? (3) Does
cbb has a significant effect on borrowing habit? (4) Does cbb medi-
ate the effect of pocket money, peer acceptance, and money retention
on borrowing habit? This study could be considered as one pioneer-
ing study that investigated borrowing habit, since there has not been
found any previous studies that explored and examined borrowing
habit

Literature Review

compulsive buying behavior (cbb)

cbb is a buying behavior that is uncontrollable and significantly dis-
tressing, time-consuming, or resulting in social or financial diffi-
culties (McElroy et al. 1994). The definition used in this study is
adapted from Black (2007) who sees cbb as excessive shopping cog-
nitions that leads to distress or impairment. cbb may be affected by
students’ pocket money. Furnham (1999) stated that pocket money
is ‘the money that has been given,’ in his study, for young people.
Pocket money, based on when it is earned, could be divided into
two types: regular pocket money and irregular pocket money. If it
is earned in every specific period of time, then it is called as a reg-
ular pocket money. However, if it is earned not in every specific pe-
riod, then it is called as an irregular pocket money. The influence
of pocket money on buying behavior has been investigated by Lin
and Lin (2005). They found that when people have a large amount of
pocket money, they tend to spend more.

The second factor that may affect cbb is peer acceptance. Peer ac-
ceptance refers to the extent to which children are accepted or re-
jected by their peer group (Slaughter, Dennis, and Prichard 2002;
Gifford-Smith and Brownell 2002). According to Bristol and Man-
gleburg (2005) peer acceptance about the extent to which peers ex-
ert influence on the attitudes, thoughts, and actions of an individ-
ual. Peer acceptance is best explained by the term utilitarian influ-
ence, in which an individual is willing to satisfy a certain group’s
expectation (Kelman 1961). People who have already been accepted
by their peers don’t do as much efforts to be welcomed as those
who haven’t. They also will buy something that their peers have
already had to look the same with them. The study conducted by
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Guo and Cai (2011) proved that peers are one of cbb determinants.
Money retention is the last element proposed in this study as an

aspect that influences cbb. Taneja (2012) simplifies money attitude
as the perception of money, and it is important because it plays a role
as a money behavior determinant. One of the factors that influence
consumer behavior is money attitude (Li et al. 2009). Yamauchi and
Templer (1982) classified the money attitude in three domains: secu-
rity, retention time, and power prestige. Besides having a significant
effect on cbb, Taneja (2012) also found money attitude as a factor
that shapes people’s money behavior. This study focuses specifically
on one money attitude domain: money retention. In this research,
money retention is simply defined as being careful in using money
(Furnham 1984). People who are careful in using money will be able
to restrain themselves for not wasting money to buy things they do
not need. These are the people with high money retention.

borrowing habit

When people borrow money more frequently, it becomes a borrow-
ing habit. Since an explicit definition of borrowing habit cannot be
found in the literature, this paper defines the borrowing habit as
someone’s tendency to borrow money from other people. People who
have a small amount of money tend to be less confidence in bor-
rowing money because they do not believe in their ability to pay
back the loan. Callender and Jackson (2005) discovered that students
from low-income family tend to debt-averse. Another similar find-
ing stated that the low-income students are more likely to commit
themselves to minimal borrowing (Linenmeier, Rosen, and Rouse
2006; De La Rosa and Luna 2012). The same logical thinking can be
used to analyze how of the amount of pocket money influence some-
one’s borrowing habit. The tendency of students with lower amount
of pocket money to borrow money is less because they do not believe
in their ability to pay the loan back.

Besides affecting cbb, peer acceptance may also affect borrowing
habit. A real example of that influence was found by Rindfleisch,
Burroughs, and Denton (1997) who stated that peers could influ-
ence materialism. Moreover, Ponchio and Aranha (2008) detected
that materialistic consumers are willing to carry heavier debt loads.
If the credit card is seen as a person to whom people borrow money,
then a number of money people borrow is too much when there is an
overused credit. These findings suggest that it is possible that when
peer acceptance is high, people tend to be more materialistic and to
be materialistic increases their demand for money.
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Money retention may also have an effect on borrowing habit. Peo-
ple with high money retention are capable of managing their money.
These people have the tendency to be careful financial planners
(Wong 2010). Because of their capability of managing their money,
these people also have a very low need or preference for loans
(Bhardwaj and Bhattacharjee, 2010). People with high money reten-
tion, who are called as budget-minded individuals by Engelberg and
Sjoberg (2006), are found to have less favorable attitudes towards
borrowing money.

Edwards (1993) revealed that many cases of excessive borrowing
result from compulsive spending. Workman and Paper (2010) called
the people who love to borrow money because of their compulsive
buying behavior as a compulsive debtor. Consumption is influenced
by the amount of pocket money, salary, and some other sources of
money given to someone (Bonke 2013) The effect of pocket money
on impulsive buying behavior has been investigated by Lin and Lin
(2005) and Guo and Cai (2011). The authors found that impulsive
buying behavior tends to increase when there is an increase in the
amount of pocket money. People with the large amount of money will
not only become compulsive buyers, but also experience unmanage-
able debts because of their cbb. In addition, the previous study held
by Guo and Cai (2011) found that peers are one of the several deter-
minants of cbb. For purchasing things or goods are recorded as one
of the key success factor to improve peers, many people are trapped
in cbb and debt problems. The indirect effect of money retention
on borrowing habit is elaborated as follows. People who are care-
ful in using money can restrain themselves for not wasting money to
buy things they do not need. They prefer saving rather than spend-
ing, even when they have extra money. Hence, their buying behavior
can be managed better, and they become more capable of control-
ling cbb. Thus, they are able to control their debt and make minimal
borrowing.

Based on the theoretical considerations, we propose the following
hypotheses:

h1a Pocket money has a significant positive effect on cbb.

h1b Peer acceptance has a significant positive effect on cbb.

h1b Money has a significant positive effect on cbb.

h2a Pocket money has a significant positive effect on borrowing
habit.

h2b Peer acceptance has a significant positive effect on borrowing
habit.
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h2c Money has a positive has a significant positive effect on bor-
rowing habit.

h3 cbb has a significant positive effect on borrowing habit.
h4a cbb plays mediating role between pocket money and borrowing

habit.
h4b cbb plays mediating role between peer acceptance and borrow-

ing habit.
h4b cbb plays mediating role between money retention and borrow-

ing habit.

Method

questionnaire design and measurement

The survey questionnaire designed for this study was made up of two
parts. Part A consists of questions requiring respondents to answer
about their backgrounds, such as age, gender, origin, and some ad-
ditional questions. Part B consists of questions related to borrowing
habit, cbb, and three other independent variables: peer acceptance,
money retention, and pocket money. The process of questionnaire
development involved pilot questionnaire tested on 17 students to
check its clarity and some improvements were made based on the
pre-test questionnaire.

The measurement of cbb consists of four items adapted from a
study by Valence, d’Astous, and Fortier (1988). The four items are
having a strong urge and spontaneous desire to shop, having a dif-
ficulty to restrain the willingness to shop, purchasing unnecessary
products, and considering shopping as a way to face the stress. The
concept of peer acceptance was measured by using four items de-
veloped by Bearden, Netemeyer, and Teel (1989): using trendy prod-
ucts to get acceptance, using high-quality products to get acceptance,
following friends to buy certain products, and using products that
are favored by friends. Money retention measurement was based on
the scale developed by Yamauchi and Templer (1982): not spend-
ing money easily, having the capability of managing money, saving
money, and keeping track of the money. The pocket money was mea-
sured by the amount of money earned by students from their parents
every month, and the amount was divided into five categories. Bor-
rowing habit would be measured by four items: deciding to borrow
money easily, considering borrowing as the easiest way to get money;
not making much consideration before borrowing money, used to
borrow money. Items were measured based on 5-point ratings of
agreement (1 – strongly disagree, 5 – strongly agree).
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sample

The population of this study were all undergraduate students in the
Faculty of Business and Economics, Satya Wacana Christian Univer-
sity, Indonesia. The total population was 1.095 students. This study
was proposed to test the model by using sem technique. Bentler and
Chou (1987) suggested that in sem the preferred ratio of sample size
to a number of free parameters would be 10:1. Others also suggested
a rule of thumb that ten subjects per item in scale development are
prudent (Flynn and Pearcy 2001). In this study, the number of free
parameters equals to 16. Therefore, a sample size of 160 is required.
However, Hair et al. (2010) recommended a sample size of 200 to test
a model using sem. It is a ‘critical sample size’ that can be used in
any common estimation procedure for valid results. Thus, this study
used the minimum sample size of 200.

data collection

Data collection was done by distributing questionnaires to certain
classes, after getting the permission and having an appointment
from the lecturer in charge. A total of 200 questionnaires were dis-
tributed to the target respondents, and they were given about twenty
minutes to fill in the questionnaire. There were no incomplete ques-
tionnaires, so all of them were used in this study. The whole data
was gathered within 3 weeks. The respondents’ demographic profile
showed that almost 64 percent of the respondents were female. Their
ages ranged from 18 to 21 years, and most of them came from out-
side the area of the university. 76% of the students received less than
Rp 950,000 per month as pocket money from their parents. Interest-
ingly, 80% of the students admitted to set aside money for savings,
and in case they experienced a lack of money, 60% of them choose to
ask their parents for more money.

Results

The first step in data analysis was to check whether the result
showed a goodness of fit model or not. There are three indepen-
dent variables used in this study, and sem analysis required them
to be tested using Confirmatory Factor Analysis (cfa). The result of
the cfa was reported in table 1, using eight goodness of fit indices, it
could be concluded that all criteria were good as expected. Then, in
the endogenous constructs, cbb was considered as the intervening
variable and borrowing habit as the dependent variable. The model
evaluation reported that the model was good.
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table 1 Exogenous and Endogenous Constructs Goodness of Fit Indices

Goodness of Fit Indices Cut-Off
Value

Exogenous const. Endogenous const.

(1) (2) (1) (2)

Chi-Square * 29.10 Good 20.26 Good

Significance Probability ≥0.05 0.26 Good 0.36 Good

rmsea ≤0.08 0.03 Good 0.02 Good

cmin/df ≤2.00 1.16 Good 1.08 Good

gfi ≥0.90 0.97 Good 0.97 Good

agfi ≥0.90 0.94 Good 0.95 Good

tli ≥0.90 0.99 Good 0.99 Good

cfi ≥0.95 0.97 Good 0.99 Good

notes (1) result, (2) model evaluation. *Expected to be low.

table 2 Full Model Structural Goodness of Fit Induces Before
and After Modification

Goodness of Fit Indices Cut-off
Value

Before modification After modification

(1) (2) (1) (2)

Chi-Square * 172.92 Good 58.88 Good

Significance Probability ≥0.05 0.00 Bad 0.37 Good

rmsea ≤0.08 0.05 Bad 0.02 Good

cmin/df ≤2.00 1.57 Good 0.15 Good

gfi ≥0.90 0.91 Good 0.96 Good

agfi ≥0.90 0.88 Marginal 0.93 Good

tli ≥0.90 0.94 Good 0.99 Good

cfi ≥0.95 0.95 Good 0.99 Good

notes (1) result, (2) model evaluation. *Expected to be low.

Having passed the cfa for both constructs of exogenous and en-
dogenous, we test the full model to make sure that the model was fit.
The result of the model fit test was reported in table 2. Unfortunately,
even though the full model had passed the cfa, it was found not fit
since the score of three criteria was not good as expected. They are
the chi-square (172.92), the significance probability (0.00), and the
agfi (0.88). Therefore checking the validity of all instruments must
be done. Items with a loading factor of less than 0.5 were not valid
and must be cut (Hair et al. 2010). All loading factor revealed four
invalid items. They are buying unnecessary products (0.178); using
products that are favored by friends (0.013); keeping track on the
money (0.009); and considering borrowing as the easiest way to get
money (0.013). After cutting those four items, the model fit test was
done again and indicated that the model was fit.

After all indicators that had passed the validity test, we conduct
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table 3 Validity and Reliability Coefficient

Variable Items (1) (2)

cbb I often have spontaneous desire to shop 0.805 0.904

I find it isn’t hard to restrain my self not to shop 0.803

I believe that shopping is a way to face the stress 0.784

Peer
acceptance

I use trendy products to get acceptance 0.865 0.939

I use high-quality products to get acceptance 0.803

I often follow friends to buy certain products 0.907

Money
retention

I don’t easily spend money 0.812 0.896

I am capable of managing money 0.810

When I have more money, I save it 0.732

Borrowing
habit

I try as much as possible not to borrow money 0.801 0.903

I will not think carefully before borrowing money 0.840

I am not used to borrowing money, even though
I am in need

0.881

notes (1) estimate, (2) construct reliability.

the reliability test by calculating the construct reliability score. The
result of the calculation reported in table 3 showed that the lowest
score was only 0,896, shown by money retention. They passed the
reliability test because they had above 0.7 cutoff value, as recom-
mended (Hair et al. 2010).

Before performing the model testing, the data was required to be
normally distributed. Here to check the normality of the data by us-
ing critical ratio. The standard score used for the evaluation was
±2.58. The maximum score of critical ratio was 1.954, while the min-
imum score of critical ratio was –1.603 and the overall measure was
2.390. It was less than the standard score +2.58 so the data in this
study was normally distributed in multivariate level.

Table 4 reported and proved that cbb would lead to a high bor-
rowing habit since the effect was significantly positive. cbb itself
was affected by peer acceptance and money retention. However,
pocket money was not proved as a determinant of cbb. A borrowing
habit that affected by cbb was also affected directly by a factor that
influences cbb. It was money retention. Meanwhile, pocket money
and peer acceptance did not affect borrowing habit. Therefore, only
money retention had the direct and the indirect effect on borrow-
ing habit. The result of this mediating effect was concluded by using
the three steps test. The first step was to see the money retention
influence on borrowing habit. The influence was significant and the
standardized estimation was –0.543. The second step was to see the
effect of money retention on cbb as the intervening variable, which
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table 4 Regression Weights

Item (1) (2) (3) (4)

cbb ← Money Retention –0.371 0.085 –4.371 0.000***

cbb ← Peer Acceptance 0.289 0.072 4.045 0.000***

cbb ← Pocket Money 0.041 0.051 0.805 0.421

Borrowing Habit ← Pocket Money –0.017 0.053 –0.319 0.750

Borrowing Habit ← Peer Acceptance –0.083 0.077 –1.077 0.282

Borrowing Habit ← Money Retention –0.549 0.101 –5.418 0.000***

Borrowing Habit ← cbb 0.172 0.097 1.775 0.076*

notes (1) estimation, (2) standard error, (3) critical ratio, (4) p-value, ***significant
at 1%, *significant at 10%.

resulted in a significant effect. The last step was to see the effect of
money retention on borrowing habit by adding cbb as an additional
predictor too. The effect was found to be significant, but the stan-
dardized estimation was –0.413. The estimation was lower than the
estimation in the first step (–0.543 to –0.413). Therefore, partial me-
diation was supported. Money retention effect on borrowing habit
was proved to be mediated by cbb.

Discussion

Previous studies had shown differences in results with regard to the
effect of pocket money and income towards cbb. Faber, O’Guinn,
and Krych (1987) stated that the cbb problem might be confined
to the middle or lower income individuals with eagerness to pur-
chase things and little willpower to resist the urges. The different
result came from Ergin (2010) who discovered that the level of in-
come was a significant predictor of cbb. This study, however, ap-
peared to clarify that compulsive buyers tend to come from all in-
come groups as stated by O’Guinn and Faber (1989) and Scherhorn,
Reisch, and Raab (1990). The additional information showed that
the students’ biggest spending was for food, telecommunication, and
also for printing and copying papers and books. Besides, only a few
of them had mentioned clothes, shoes, and makeup as their biggest
spending. After spending much of their money on basic needs as
students, many of them only had a little money left to save. However,
most of the students still saved it. This habit proved that how much
pocket money they received every month did not matter since they
still preferred spending money on their basic needs and saving the
rest of their money to spending it on buying things they did not need.

Although pocket money did not affect cbb, there were many an-
tecedents of cbb revealed by previous studies. Personality was a

12 management · volume 13



Compulsive Buying Behavior and Its Impact on Borrowing Habit

widely examined attribute that proved as a factor that influenced
cbb. Shahjehan et al. (2012), for example, had examined the impact
and effect of Big Five Personality Traits on cbb. Their investigation
proved that cbb was positively influenced by the personality traits,
even not by all of them. The same result also came from the research
conducted by Milkolajczak-Degrauwe et al. (2012).

Chaplin and John (2010) commented on the relationship between
peer acceptance and buying behavior: ‘when adolescents commu-
nicate their consumption with their peers and see their peers’ avid
desires, they likely to model the same behavior to crave for simi-
lar things that their peers want or have.’ Furaiji, Latuzynska, and
Mawrzyniak (2012) also stated that reference groups have a signif-
icant influence on consumers’ purchasing behaviors. The result of
the current study was in line with the comment of Chaplin and John
(2010) and Furaiji, Latuzynska, and Mawrzyniak (2012).

This study also proved that by having high money retention, the
students are capable of restraining themselves to be compulsive
buyers. They were able to manage their pocket money, even saving
the remaining of their money as reported by the additional informa-
tion that most of the students had to save. They did not spend money
easily on buying things they did not need since they were capable of
managing their pocket money. Therefore, the students could control
themselves to be compulsive buyers. Wong (2010) stated that high
money retention directed people to avoid unplanned purchases. The
cbb is one form of the unplanned purchases.

Another finding of this study was that higher pocket money did
not lead the students to have a high tendency of borrowing habit.
Interestingly, even though the result is not significant, the propo-
sition that pocket money affects the borrowing habit was found to
be negative. It may be people with a large amount of pocket money
had enough money to cover their needs and wants. On the other
side, people who had limited or a small amount of pocket money
would need extra money to meet their needs and desires. There-
fore, they would borrow money to get extra money. The more they
asked their peers to lend them some money because of their needs
of extra money, the higher their borrowing habit would be. Peer ac-
ceptance was not found to be a predictor of borrowing habit in this
study. Although it was not significant, the peer acceptance effect to-
wards borrowing habit was negative. The students might think that
borrowing money would make them look like ‘poor’ students in front
of their friends. Thus, borrowing money might be seen as a way of
getting the rejection from their friends. Then, it could be said that
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the higher their peer acceptance was, the more careful they would
decide whether to borrow money.

Money retention would help the students controlling and reduc-
ing their tendency to borrow money from their friends or relatives.
The result confirmed that people who had most loans were the ones
that knew the least about how to manage their money effectively
and efficiently. The ability to manage their pocket money lead them
to make saving even with limited pocket money. They also seldom
experienced a lack of money since they were capable of managing it.
This finding was in line with the study of Dittmar (2005) and Wilczaki
(2006).

Money retention was very important for people since, in this study,
it was found to have a negative effect on both borrowing habit and
cbb. Students’ ability to manage their pocket money brought them
to a safe financial situation where they seldom experienced a lack
of money. This capability also helped them to prevent themselves
from being recurrent borrowers. This study also proved that the ef-
fect of money retention towards borrowing habit was mediated by
cbb. It was the necessity to purchase something that now became a
trigger for people to borrow money, especially when they wanted to
buy things but they did not have any money. It was about consuming
things at the moment that led people to borrow money. This logical
thinking was supported by Andreou (2011) who provided an exam-
ple of the need to buy things at the moment and the need to borrow
money. She noted that for the people who were expecting higher in-
come in the future, when they wanted to consume more than their
present income allowed them to, it still could be done by borrowing
money.

Limitations and Future Research

This study does have certain limitations. Most of the students in-
volved in this study were female and came from out of town. The
likely balanced percentage of gender and origin is also important
to be analyzed since these differences may affect the result. Some
previous studies indicated that peer acceptance and money reten-
tion might differ between male and female and that ethnicity might
have the effect on cbb and borrowing habit. Therefore, by obtain-
ing a balance proportion of students in case of gender and origin, it
is expected to obtain a more accurate result. It must be noted that
undergraduate students have certain behaviors and attitudes, which
may vary from other people as well.

Thus, the result of this study cannot be generalized to the public or

14 management · volume 13



Compulsive Buying Behavior and Its Impact on Borrowing Habit

another group of people, except by adopting the model to a different
group of people.
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