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Abstract 
 
This research is underpinned by the prevailing phenomenon of 
inadequate financial planning among Generation Z, a 
demographic that currently dominates the Indonesian population. 
This vulnerability is manifested in the prevalence of a Fear of 
Missing Out (FoMO) lifestyle, which prioritizes trend-driven 
consumption over long-term fiscal security, often leading to 
excessive debt through online lending platforms and credit 
defaults. From a Sharia economic perspective, such speculative 
behavior—driven by fleeting trends rather than intrinsic value—
is discouraged. Given Indonesia’s Muslim-majority landscape, 
integrating Sharia principles into financial planning is essential 
for achieving ethical and sustainable financial stability. 
Consequently, this study investigates the influence of Islamic 
financial literacy and parental financial socialization on the 
adoption of Islamic financial planning within Generation Z. 
Using Structural Equation Modeling - Partial Least Squares 
(SEM-PLS), the study evaluates the causal relationships between 
educational foundations, domestic upbringing, and financial 
outcomes. The empirical results demonstrate that both Islamic 
financial literacy and parental financial socialization are 
significant determinants in shaping Generation Z’s financial 
planning under a Sharia framework. 
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INTRODUCTION 
 

As the world's fourth most populous nation, Indonesia is currently navigating a pivotal 
"demographic dividend," with Generation Z emerging as the dominant cohort, comprising 
27.94% of the population or 74.93 million individuals (United Nations, 2024; Pasaman, 2024). 
While their inherent digital fluency and entrepreneurial spirit theoretically position them as 
catalysts for the Sustainable Development Goals (SDGs), a profound "literacy-action gap" 
persists (Kulkarni et al., 2022). This disparity is evidenced by an alarming surge in non-
performing loans (NPLs), where the 19–34 age group accounts for 56.15% of the nation’s 1.3 
trillion rupiah in digital lending defaults (OJK, 2023). This trend underscores a critical 
deficiency in risk management despite high technological adoption. Consequently, this 
research argues that mitigating such fiscal vulnerability requires a multidisciplinary strategy—
integrating formal education, parental socialization, and Sharia-compliant frameworks—to 
transition Generation Z from a debt-prone demographic into a foundation for sustainable 
national stability. 

The financial attitudes and behavioral patterns of Generation Z represent a significant 
departure from preceding cohorts, characterized by a unique paradox between digital fluency 
and fiscal vulnerability. Empirical evidence suggests that a substantial segment of this 
demographic has failed to implement robust long-term financial strategies. This deficiency is 
particularly evident in the lack of preparation for critical life milestones—such as marital 
obligations, child-rearing, property acquisition, and advanced education—as well as the 
absence of a resilient emergency fund infrastructure (Susanto et al., 2022). This systemic lack 
of foresight leaves the generation susceptible to economic volatility and personal financial 
crises. This fiscal instability is exacerbated by the psychological phenomenon known as Fear 
of Missing Out (FoMO). Within the context of Generation Z, FoMO serves as a primary driver 
for impulsive and excessive consumption, as individuals prioritize the maintenance of social 
status and trend adherence over rational resource allocation. Such behavior is fundamentally 
antithetical to Islamic economic ethics, which advocate for Iqtisad (moderation) and 
heightened financial consciousness. According to Maulidizen et al. (2024), the Islamic 
framework of consumption emphasizes self-regulation (nafs) and the concept of sufficiency, 
providing a normative foundation to counteract the hedonic treadmill of modern consumerism. 
By redirecting focus toward ethical consumption, individuals can transition from impulsive 
spending to a more value-oriented economic existence. Furthermore, the integration of Sharia-
based principles—specifically Justice (‘Adl) and Moderation (Wasatiyyah)—offers a strategic 
mechanism for Generation Z to recalibrate their financial behavior. Istiqomah and Wahyudi 
(2024) argue that these values facilitate a necessary equilibrium between material acquisition 
and spiritual well-being, effectively discouraging wasteful expenditure (israf). In the absence 
of such ethical constraints, the FoMO-driven lifestyle leads to poorly structured spending 
patterns that frequently exceed disposable income. This imbalance has catalyzed a disturbing 
reliance on unsecured digital lending platforms (online loans), creating a cycle of debt that 
compromises future solvency. Consequently, the convergence of psychological pressure and 
inadequate financial planning not only threatens individual prosperity but also poses broader 
risks to national economic stability. 



    
 

REVIEW OF MANAGEMENT AND ENTREPRENEURSHIP (RME) 

VOLUME 9, ISSUE 2, OCTOBER 2025  241 

 

The primary objective of financial planning is to enhance societal welfare, a concept articulated 
in Islamic economics as falah—representing holistic well-being in both material and spiritual 
dimensions. Achieving sustainable financial stability serves as a critical indicator of this 
welfare. Within a Sharia framework, financial planning operationalizes falah as a core 
objective, ensuring that the methodologies employed to attain fiscal goals remain strictly 
compliant with Islamic jurisprudence. Unlike conventional approaches, Islamic Financial 
Planning (IFP) maintains a transcendental orientation, balancing worldly prosperity with 
success in the hereafter. This is manifested through the integration of Islamic Social Finance 
(ISF) instruments, such as zakat (obligatory charity), infaq (voluntary spending), sadaqah 
(alms), and waqf (endowments), which foster equitable wealth distribution (Amilahaq et al., 
2021). Given Indonesia's status as a Muslim-majority nation, the implementation of IFP is 
particularly pertinent as it aligns with the socio-religious values of the populace. Academic 
discourse emphasizes that robust financial literacy is a prerequisite for effective resource 
management and poverty alleviation. Proficiency in financial concepts enables individuals to 
navigate complex economic landscapes and mitigate the risk of insolvency. Despite these 
consensus views in conventional finance, the impact of Islamic Financial Literacy specifically 
on Financial Planning remains a subject of scholarly debate. While some models suggest a 
direct causal link, alternative findings by Handayani et al. (2021) indicate that Islamic financial 
literacy may not exert a direct influence on planning behaviors.  

The enhancement of financial literacy is intrinsically linked to the accessibility of high-
quality information and a profound conceptual understanding of fiscal mechanisms. Recent 
empirical data suggests a distinct generational divergence in information-seeking behavior; 
specifically, Generation Z demonstrates a significant reliance on familial structures for 
financial guidance. In contrast, Millennials and Generation X exhibit a higher propensity to 
utilize professional financial services and digital search engines to inform their economic 
decisions (CFA Institute, 2023). This dependence on the family unit highlights the critical role 
of intergenerational knowledge transfer in shaping the early financial foundations of the 
youngest productive cohort. The interplay between available financial information and 
psychological drivers—most notably the Fear of Missing Out (FoMO)—is posited to exert a 
substantial influence on the financial behavioral outcomes of Generation Z. This influence 
manifests in diverse areas, including consumption patterns, liquidity management (saving), and 
capital allocation (investment). Within this context, the pressures of digital social trends may 
either compromise or reinforce the efficacy of formal financial knowledge. Consequently, this 
study seeks to investigate the extent to which Islamic financial literacy and parental financial 
socialization serve as determinants of Islamic financial planning among Generation Z. By 
analyzing these variables, the research aims to elucidate whether religious-based knowledge 
and domestic educational influences can mitigate the adverse effects of modern consumerist 
trends and foster a more resilient, Sharia-compliant financial framework. 
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LITERATURE REVIEW 
 
Islamic Financial Planning (IFP) 

Islamic financial planning is defined as a systematic process of income and wealth 
management encompassing the formulation, execution, and continuous evaluation of 
individual fiscal activities in strict adherence to Sharia principles. The ultimate objective of 
this framework is the attainment of falah, a multidimensional concept of success and well-
being that spans both the temporal world and the hereafter (Ahmad and Salleh, 2016). Within 
this paradigm, wealth is viewed not as absolute ownership but as a divine trust (amanah) from 
Allah SWT, necessitating stewardship that aligns with the ontological guidance provided by 
the Quran and Hadith (Haris et al., 2021). The operationalization of Sharia-compliant financial 
planning is fundamentally predicated on the avoidance of prohibited elements, specifically: (1) 
Riba: The prohibition of usury or exploitative interest; (2) Gharar: The elimination of 
excessive uncertainty or ambiguity in contracts; (3) Maysir: The exclusion of gambling or 
speculative activities. Beyond these foundational prohibitions, contemporary Islamic finance 
has evolved to prioritize the broader objectives of Maqasid al-Sharia (The Objectives of 
Islamic Law). This shift emphasizes that financial planning must transcend mere legal 
compliance and actively contribute to the preservation of human welfare, social justice, and 
economic equity (Mahmud et al., 2019). Consequently, modern Sharia financial planning 
serves as a holistic mechanism for achieving sustainable prosperity by balancing individual 
capital growth with ethical social responsibility. Islamic financial planning (IFP) holds 
significant importance as it serves to realize the objectives of Islamic law (maqashid al-shariah) 
and therefore must be formulated with careful and comprehensive consideration. The Islamic 
framework for financial planning must be in line with Islamic values and have a clear focus on 
both success in this life and the next. This process includes key components such as managing 
cash flow, setting and achieving financial goals, utilizing Sharia-compliant financial 
instruments, and preparing for estate distribution in accordance with Islamic inheritance laws. 
In managing cash flow, Islamic financial planning entails (a) allocating zakat as a primary 
obligation, (b) prioritizing debt repayment when applicable, (c) formulating financial 
objectives in line with Islamic teachings, (d) investing in instruments that comply with Shariah 
guidelines, (e) embodying an Islamic way of life by exercising self-restraint and avoiding 
extravagance, and (f) establishing a reserve or emergency fund to ensure financial resilience 
(Amilahaq et al., 2021).  

 
Fear of Missing Out (FoMO) and Generation Z  

A study revealed that the Fear of Missing Out (FoMO) phenomenon has a significant 
influence on the psychological condition of Generation Z, especially in the context of social 
media use. The process of social communication with ideal standard content can create a sense 
of alienation and anxiety that hurts adolescent mental health. However, the existence of social 
support from family and friends has proven effective in reducing these negative impacts by 
presenting a more realistic and healthy perspective on social reality on digital platforms. 
Therefore, a wiser social media management strategy and increasing digital literacy are 
important elements in efforts to strengthen the psychological well-being of the younger 



    
 

REVIEW OF MANAGEMENT AND ENTREPRENEURSHIP (RME) 

VOLUME 9, ISSUE 2, OCTOBER 2025  243 

 

generation (Zahroh, 2025). The phenomenon of Fear of Missing Out (FoMO) is closely 
associated with and significantly influences the behavior of Generation Z. The FoMO 
syndrome, often triggered by excessive engagement with social media, adversely affects life 
satisfaction and contributes to various psychological issues, including low self-esteem, reduced 
productivity, heightened anxiety, depression, and other mental health disorders. These 
conditions may ultimately impair the overall performance of Generation Z, who, in many cases, 
have integrated FoMO as a part of their daily lifestyle (Fitria et al., 2024).  
 
FoMO and Generation Z's Financial Behavior in an Islamic Perspective 

Islam is a comprehensive teaching system, covering all aspects of life, including faith, 
worship, and muamalah, with a special emphasis on the economic dimension. In the context of 
economic development, Islamic law plays a fundamental role in shaping individual behavior. 
Sharia emphasizes the importance of the principle of collaboration (cooperation) and instills 
moral values such as obedience, honesty, integrity, virtue, tranquility, peace, and social 
harmony, which overall serve as guidelines in directing human behavior (Ramadhani, 2019). 
The increasing awareness of the Muslim community in Indonesia regarding the prohibition of 
usury contained in the bank interest system has become the main foundation for the 
development of sharia-based financial planning practices. This awareness is what drives the 
emergence of various sharia financial institutions, such as Islamic banking, sharia insurance, 
and sharia-based capital markets. Along with these developments, the concept of conventional 
financial planning has undergone adaptation and transformation into a model that is in 
accordance with Islamic principles (Amilahaq et al., 2021). 

The integration of fundamental Islamic tenets, specifically justice (‘Adl) and 
moderation (Wasatiyyah), serves as a critical regulatory mechanism for Generation Z in 
managing consumption patterns. These values facilitate the mitigation of extravagant 
expenditure (israf) and enable a harmonious equilibrium between material acquisition and 
spiritual fulfillment (Istiqomah and Wahyudi, 2024). Central to the current fiscal challenges of 
this demographic is the Fear of Missing Out (FoMO), a psychological driver that frequently 
precipitates impulsive and hedonistic consumption. Such behavioral tendencies directly 
contravene the Islamic principles of financial mindfulness and temperance. Conversely, the 
Islamic ethical framework of consumption—predicated on the concepts of sufficiency 
(qana’ah) and disciplined self-regulation—offers a robust normative foundation for rectifying 
these maladaptive habits. By aligning consumer behavior with these moral imperatives, 
individuals are guided toward more sapient, ethical, and sustainable resource management 
(Maulidizen et al., 2024). 
 
Islamic Financial Literacy 

Financial literacy is conceptually defined as a synthesis of cognitive knowledge 
regarding financial principles and the practical proficiency required to perform critical 
evaluations, known as financial attitudes. This capacity enables individuals to assess financial 
instrument data effectively, ultimately translating informed judgment into decisive 
implementation, or financial behavior. Within the specific paradigm of Islamic economics, 
Sharia financial literacy represents an individual’s integrated ability—spanning knowledge, 
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attitudinal dispositions, and behavioral outcomes—to manage fiscal resources in strict 
accordance with Sharia principles (Setiawati et al., 2018). To operationalize this construct, the 
research utilizes four primary indicators: Money Basics, which covers fundamental fiscal 
concepts; Islamic Banking, concerning Sharia-compliant credit and deposit mechanisms; 
Islamic Investment, focusing on ethical capital growth; and Takaful, which addresses Islamic 
risk management and insurance (Nawi et al., 2018). 
 
Parental Financial Socialization 

Financial socialization of parents is a deliberate process in raising children in such a 
way that the financial knowledge, skills, and attitudes are being transferred, which reflect their 
behavior and financial results (Sruthiya, 2021). Indicator of Parental Financial Socialization 
(LeBaron-Black, 2022): (1) Parent Financial Modelling; (2) Parent-Child Financial 
Discussion; (3) Experiential Learning of Finances. 
 
Islamic Financial Planning 

Islamic financial planning is the management of income and wealth that includes the 
design, implementation, and monitoring of individual financial activities in accordance with 
sharia principles, intending to achieve falah, namely success in this world and the hereafter 
(Ahmad and Salleh, 2016). Indicator of Islamic Financial Planning (Shafii et al., 2013): (1) 
Cash Flow & Liability Management; (2) Islamic Risk Management & Takaful Planning; (3) 
Islamic Investment Planning; (4) Zakat Administration & Tax Planning; (5) Islamic Retirement 
Planning; (6) Islamic Estate & Waqf Planning.  
 
HYPOTHESIS DEVELOPMENT 
 
Islamic Financial Literacy and Islamic Financial Planning 

The conceptualization of Islamic financial literacy is frequently utilized 
interchangeably with related constructs, including financial education, technical competence, 
and cognitive knowledge (Ahmad et al., 2020). According to the regulatory framework 
established in POJK No. 76/POJK.07/2016, financial literacy is characterized as a 
multidimensional attribute comprising an individual’s skills, knowledge, and insights. These 
elements collectively influence psychological attitudes and behavioral outcomes, ultimately 
enhancing the efficacy of decision-making and wealth management to secure long-term 
prosperity. In the specific context of Islamic economics, the scope of literacy extends beyond 
conventional metrics to include a foundational understanding of Sharia banking, takaful 
(Islamic insurance), and Sharia-compliant investments (Nawi et al., 2018). Consequently, 
Islamic financial literacy is defined as the synthesis of conceptual knowledge and the 
evaluative capacity—manifested through financial attitudes—to analyze financial instruments 
for effective decision-making and implementation, known as financial behavior. This 
definition integrates two primary methodological frameworks: the self-assessment approach 
and the objective measurement approach. By synthesizing these perspectives, Sharia financial 
literacy can be formulated as an individual's comprehensive ability to navigate fiscal matters 
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in strict accordance with Islamic jurisprudence, encompassing the alignment of knowledge, 
attitudes, and behaviors with Sharia principles (Setiawati et al., 2018). 

Financial literacy is one of the main concerns because it relates to an individual's 
understanding of their personal finances, which leads to wise financial decisions. Among 
Generation Z, fostering a strong financial mindset and enhancing Islamic financial literacy 
enables them to make well-informed and ethically responsible investment decisions that align 
with Sharia principles. This aspect not only reflects their religious values but also contributes 
to the growth and sustainability of Sharia-compliant financial markets in the digital era (Utami 
et al., 2024). Islamic finance, regulated based on Sharia, determines how to carry out all 
financial transactions, including buying and selling, spending, saving, and borrowing, as well 
as investment and financial protection. It is assumed that when someone is literate in Sharia 
finance, then financial behavior will be adjusted to Sharia principles. Thus, sharia financial 
literacy plays an important role in determining financial decisions, including in sharia financial 
planning. Previous research found that Sharia financial literacy significantly influences 
financial decisions (Osman et al., 2024; Patrisia et al., 2023; Djazuli et al., 2022; Haris et al., 
2021). Based on previous studies, the hypothesis proposed in this one is: 
H1: Islamic financial literacy has a positive impact on Islamic financial planning 
 
Parental Financial Socialization and Islamic Financial Planning 

Financial socialization of parents is a deliberate process in raising children in such a 
way that the financial knowledge, skills, and attitudes are being transferred, which reflect their 
behavior and financial results. Parental financial socialization is identified as the primary factor 
that influences the financial knowledge and behavior of any individual; the effort was made to 
focus on the younger generation based on the selected variables, namely financial teaching and 
monitoring, financial budgeting, parental relationship, and parental responsiveness (Sruthiya, 
2021). The family serves as the fundamental cornerstone for the dissemination of financial 
knowledge, acting as the primary socialization agent that shapes an individual’s financial 
literacy from an early age. In an Islamic context, the family unit is instrumental in fostering an 
initial understanding of Sharia financial principles, providing a moral and cognitive foundation 
before individuals interact with broader economic systems (Albeerdy & Gharleghi, 2015). 
Empirical evidence suggests that frequent, transparent familial discourse regarding fiscal 
matters is a primary determinant of financial proficiency; specifically, individuals raised in 
environments with a strong conversation orientation demonstrate superior financial knowledge 
(Hanson & Olson, 2018). Such two-way communication patterns not only transfer technical 
skills but also instill self-confidence, which significantly enhances an individual’s 
psychological capacity for risk tolerance (Patricia et al., 2023). Furthermore, the pedagogical 
approaches and observable behaviors of parents are positively correlated with the financial 
education and conduct of the younger generation (Sharif et al., 2020; Khawar & Sarwar, 2021). 
Within the framework of family communication—which distinguishes between conversation 
orientation and conformity orientation—effective financial socialization transforms youth into 
more prudent managers by providing them with the necessary competencies to navigate 
complex monetary decisions (Bakar & Bakar, 2020). Given that previous studies consistently 
highlight the significant impact of parental guidance on long-term financial behavior 
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(Mahapatra et al., 2024; Khalisharani et al., 2022), it is posited that domestic socialization acts 
as a critical driver for sustainable financial habits. Consequently, based on these theoretical 
underpinnings, this study proposes that parental financial socialization exerts a substantial 
influence on the Islamic financial planning of Generation Z. 
H2: Parental financial socialization has a positive impact on Islamic financial planning. 
 
METHOD 

This study utilizes a descriptive quantitative research design to analyze the influence of 
Islamic financial literacy and parental financial socialization on financial behavior. The 
research focuses on Generation Z—individuals born between 1997 and 2012—within the 
Jabodetabek metropolitan area. To ensure data relevance, a purposive sampling technique was 
employed, targeting respondents aged 17 to 27 who reside in this region. The selection of 
Jabodetabek as the research locus is strategically grounded in its status as Indonesia's largest 
metropolitan hub, providing a significant concentration of the target demographic and a 
sophisticated financial infrastructure. This environment grants Generation Z greater exposure 
to various Islamic financial institutions, such as Sharia-compliant banking, insurance, and 
capital markets, thereby facilitating a more comprehensive analysis of their interaction with 
Islamic financial products. 

The analytical framework is based on Structural Equation Modeling - Partial Least 
Squares (SEM-PLS) executed via the SmartPLS application. This method allows for a robust 
multivariate analysis of the causal relationships between constructs. The methodological 
approach involves an extensive literature review to establish the fundamental principles of 
PLS-SEM and its application in behavioral research, followed by data analysis through content 
evaluation to derive rigorous conclusions (Subhaktiyasa, 2024). The operationalization of the 
model may utilize either primary or secondary data depending on the research objectives and 
data accessibility (Hair et al., 2021). Within this framework, the structural model (inner model) 
is utilized to test the hypothesized associations and directional paths between the latent 
variables: Islamic financial literacy, parental financial socialization, and Islamic financial 
planning (Hair et al., 2017). By treating these constructs as latent variables measured through 
specific indicators, the study provides a high-level statistical assessment of how educational 
and domestic factors shape the financial strategies of the younger generation. 
 
RESULT 
 
Outer Model Analysis 

In testing the outer model, data validity and instrument reliability tests are carried out. 
The validity test reveals that all indicators have an outer loadings value greater than 0.5. The 
first test shows that several indicators are invalid because their value is less than 0.5. Indicators 
that did not meet the validity criteria were removed from the research model, including 
indicators IFL3, IFL4, IFL5, IFL6, IFL8, PFS8, and IFP7. After these indicators are removed 
from the model, they all become valid. The following are the CFA results in this study: 
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Table 1. Reliability Test 

Variables 
Cronbach's 
Alpha rho_A 

Composite 
Reliability 

Average 
Variance 
Extracted 
(AVE) 

Islamic Financial Literacy 0.658 0.670 0.814 0.594 
Islamic Financial 
Planning 0.823 0.828 0.872 0.533 

Parental Financial 
Socialization 

0.895 0.898 0.918 0.615 

 
Apart from looking at outer loadings, validity testing can also be seen from the Average 

Variance Extracted (AVE) value. Based on the test results, the AVE values for the variables of 
sharia financial literacy, parental financial socialization, and sharia financial planning are 
0.594, 0.615, and 0.533. This shows that the AVE value for all latent variables contained in the 
research model is greater than 0.5. The lowest AVE value is 0.533 for the Sharia financial 
planning variable.  

 
Table 2. CFA Results 

Variables Item  Outer Loading 
Islamic Financial Literacy IFL1 0.805 

IFL2 0.810 
IFL7 0.692 

Islamic Financial Planning IFP1 0.833 
IFP2 0.720 
IFP3 0.718 
IFP4 0.743 
IFP5 0.646 
IFP6 0.706 

Parental Financial Socialization PFS1 0.808 
PFS2 0.761 
PFS3 0.781 
PFS4 0.842 
PFS5 0.800 
PFS6 0.789 
PFS7 0.698 

 
Apart from the validity test, the outer model analysis also carried out a reliability test 

by looking at the composite reliability value of the indicator block that measures the latent 
variable. The composite reliability results will show a satisfactory value if the value is > 0.7. 
Based on the test results (Table 3), the composite reliability value for all latent variables in the 
research is greater than 0.7. The composite reliability values of the variables Sharia financial 
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literacy, parental financial socialization, and Sharia financial planning are 0.814, 0.918, and 
0.872, respectively. This shows that all latents in the estimated model meet the composite 
reliability criteria. 

 
Inner Model Analysis 

Based on hypothesis testing, the following results were obtained: 
 

Table 3. Path Coefficient 

Hypothesis T Statistics 
(|O/STDEV|) P Values 

Islamic Financial Literacy -> Islamic Financial 
Planning 

6.483 0.000 

Parental Financial Socialization -> Islamic Financial 
Planning 6.427 0.000 

 
Based on the results of the direct effect significance test analysis, the following results 

were obtained: (1) The influence of sharia financial literacy on Generation Z's sharia financial 
planning (Hypothesis 1). Based on Table 1, there is a direct and significant influence of Sharia 
financial literacy on Generation Z's Sharia financial planning. P-values ranging from 0.000 to 
0.05 indicate this. The path coefficient value shows a positive relationship, so the influence of 
Sharia financial literacy on Generation Z's Sharia financial planning is unidirectional. This 
means that the higher the level of sharia financial literacy, the better the sharia financial 
planning carried out by Generation Z. (2) The influence of parental financial socialization on 
Generation Z's sharia financial planning (Hypothesis 2). Based on Table 1, there is a direct 
influence of parental financial socialization on Generation Z's Sharia financial planning. P-
values ranging from 0.000 to 0.05 indicate this. The path coefficient value shows a positive 
relationship, so the influence of parental financial socialization on Generation Z's sharia 
financial planning is unidirectional. This means that the more often parents provide 
socialization regarding finances, the better Sharia financial planning will be carried out by 
Generation Z.  

Based on the tests that have been carried out, the research model can be described in 
Figure 1 below: 

 
Figure 1. Research Model 
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DISCUSSION 
 

Figure 1 shows that there is a direct influence of Sharia financial literacy and parental 
financial socialization on Generation Z's Sharia financial planning. The following is a 
discussion of the research results: 
 
The Influence of Islamic Financial Literacy on Generation Z's Islamic Financial Planning 

The test results revealed that Sharia financial literacy positively impacts Generation Z's 
financial planning. Financial literacy plays a crucial role in people's ability to manage their 
finances effectively, particularly in understanding financial concepts. With adequate 
knowledge and sound financial skills, people can develop positive financial attitudes and 
behaviors. This ultimately increases self-confidence in managing and utilizing financial 
products, resulting in a more informed and financially savvy society (Fitriah et al., 2021). 
Effective financial planning requires an understanding of investments. With adequate 
knowledge of investments, individuals can allocate funds more optimally, not only to meet 
consumption needs but also to generate future returns. It has been proven that individuals with 
a good level of financial literacy tend to make investment decisions more easily. The 
investment decision-making process involves selecting and determining the best option from a 
variety of available investment alternatives. Therefore, students interested in investing are 
expected to understand the benefits and risks of each investment product so they can optimally 
achieve their investment goals (Saputro & Lestari, 2019). The results of the study show that 
the higher the level of Islamic financial literacy, the better the Islamic financial planning carried 
out by Generation Z. When someone is sharia financially literate, so will their financial 
behavior be in accordance with sharia principles. Islamic financial literacy helps individuals 
understand the basic principles of Islamic finance, such as the prohibition of riba (interest), 
gharar (uncertainty), and maysir (speculation). This understanding is important to ensure that 
financial transactions and investments comply with Islamic law. With a satisfactory level of 
Islamic financial literacy, people will be more careful in sharing their income and using it 
through Islamic principles, such as paying zakat, not living extravagantly and excessively, and 
being more rational in financial management. People who have a sufficient level of 
understanding of Islamic finance will be better at planning their personal financial 
management. 

Muslims need Islamic financial literacy to make sound financial decisions. However, it 
is not easy for Muslims in general to understand all aspects of Islamic finance. There are many 
important aspects emphasized in Islamic finance, such as debt management, balanced 
spending, savings, investment according to Sharia, and wealth extraction. Muslims are 
encouraged to acquire knowledge and literacy related to important aspects of Islamic finance 
to improve their financial behavior.  Someone who has good Sharia financial knowledge will 
be more careful to avoid types of muamalah that are not permitted and will be more careful in 
making financial decisions. Informed financial understanding supports ethical financial 
behavior, allowing individuals to manage expenditures wisely and choose investments that 
align with their financial goals and values. Among Generation Z, fostering a strong financial 
mindset and enhancing Islamic financial literacy enables them to make well-informed and 
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ethically responsible investment decisions that align with Sharia principles. This not only 
reflects their religious values but also contributes to the growth and sustainability of Sharia-
compliant financial markets in the digital era (Utami et al., 2024). This is in line with research 
by Osman et al. (2024); Patrisia et al. (2023); Djazuli et al. (2022); and Haris et al. (2021), who 
found that financial literacy can influence a person's financial decisions. 

Based on the results of this study, which state that Islamic financial literacy has a 
positive effect on Islamic financial planning, it can be a consideration for Islamic financial 
institutions when making policies, including increasing their active role in community 
education, especially for Generation Z. Islamic banks, Islamic insurance, and Islamic fintech 
can collaborate with students and the school community to organize digital and interactive 
Islamic financial training. Programs that can be implemented include financial bootcamps, 
challenge savings, digital seminars, Islamic budgeting competitions, or social media-based 
educational content that can increase Generation Z involvement. In addition, Islamic financial 
institutions can develop Islamic financial applications that are friendly to Generation Z. There 
needs to be innovation in mobile applications for Islamic financial planning that combine 
educational features, financial tracking, zakat reminders, inheritance simulations, and halal 
investments. Given that Generation Z is very active on digital platforms, Sharia economic 
institutions or influencers can utilize this media for educational campaigns about Sharia money 
management. Content that can be provided, such as financial tips, zakat education, halal 
financial product reviews, and success stories of saving plans, will be more easily accepted by 
Generation Z.   
 
The Influence of Parental Financial Socialization on Generation Z Islamic Financial 
Planning 

Based on the test results, it was found that parental financial socialization has a positive 
role in Generation Z's financial planning. This shows that the higher the socialization regarding 
finances by parents, the better Islamic financial planning will be carried out by Generation Z. 
The presence of financial information from the family can influence Generation Z's financial 
behavior in terms of spending, saving, and investing. Generation Z is more dependent on family 
for financial information compared to other generations. Parental financial socialization can 
influence youth to be more financially literate, transform youth to change into more prudent 
financial managers, and provide them with competencies to manage their money management 
(Bakar & Bakar, 2020).  

The teaching and behavior of both parents, as well as the socialization of family 
finances, directly show a very positive relationship with the financial education and financial 
behavior of Generation Z. This is in line with research by Hanson and Olson (2018), which 
states that communication and conversations within the family regarding financial issues 
provide important knowledge and are a factor to consider in designing financial literacy 
programs. The family is recognized as the primary socialization agent in shaping an individual's 
financial literacy, particularly in fostering an early understanding of Islamic financial principles 
(Albeerdy and Gharleghi, 2015). A person who grows up in a family with a strong conversation 
orientation has better financial knowledge. Of course, this will encourage Generation Z to have 
good financial planning. The result is also in line with research by Angga and Wiryakusuma 
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(2023), which said that parental financial education directly affects financial attitudes. This 
shows that a good financial attitude is achieved through good financial education of parents in 
the family.  

The empirical results of this study unequivocally affirm a significant positive effect of 
parental financial socialization on an individual's adoption of Sharia-based financial planning. 
This finding necessitates the strengthening of parents' roles as primary Islamic finance 
educators from an early age. Active parental involvement is crucial for instilling core 
principles, such as the importance of saving, avoiding riba (usury), fulfilling zakat obligations, 
and practicing a frugal and halal lifestyle. Value transmission must occur through concrete role 
modeling and integration into daily habits. To support this effort, governmental or relevant 
institutions should develop practical modules and guidebooks to help parents effectively 
communicate complex concepts like zakat, inheritance, halal investment, and the philosophy 
of wasatiyyah (moderation). Furthermore, given Generation Z's high engagement with digital 
media, parents must creatively utilize these platforms—recommending credible educational 
content (videos, podcasts, and social media accounts) and discussing Islamic finance—to 
ensure the effectiveness of socialization in the digital age. 
 
CONCLUSIONS 
 

Based on the results of the tests and analysis carried out, it can be concluded that the 
variables of Islamic financial literacy and parental financial socialization have a significant 
influence on Islamic financial planning among Generation Z. This indicates that understanding 
the concept of Islamic finance and the family's role in financial socialization is crucial for 
shaping a person's financial attitude, particularly among Generation Z. The conclusion is that 
a higher level of Islamic financial literacy leads to better Islamic financial planning. Islamic 
banks, Islamic insurance, and Islamic fintech can collaborate with students and the school 
community to organize digital and interactive Islamic financial training. Programs that can be 
implemented include financial bootcamps, challenge savings, digital seminars, Islamic 
budgeting competitions, or social media-based educational content that can increase 
Generation Z involvement. In addition, Islamic financial institutions can develop Islamic 
financial applications that are friendly to Generation Z.  

Beyond Islamic financial literacy, parental financial socialization also has an impact on 
individuals’ approaches to Islamic financial planning. Generation Z will carry out better 
Islamic financial planning the more their parents socialize them about finances. The teaching 
and behavior of both parents, as well as family financial socialization, directly show a very 
positive relationship with the financial education and financial behavior of Generation Z. The 
findings regarding the influence of financial socialization from parents indicate the importance 
of active parental involvement in providing a basic understanding of Islamic financial values 
to children from an early age. The government or private institutions can also develop modules 
or practical guidebooks on Islamic financial planning in the family. Given that Generation Z is 
very familiar with digital media, parents need to utilize these platforms to convey Islamic 
financial values creatively. 
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LIMITATION 
 
 This study acknowledges several methodological limitations that provide avenues for 
subsequent academic inquiry. Primarily, the restricted scope of the sample population, focusing 
exclusively on Generation Z respondents, limits the generalizability of the findings; therefore, 
future research is advised to incorporate or compare results with data from other generational 
cohorts to provide a more holistic understanding of financial planning behaviors. Furthermore, 
the geographical confinement of the sample to the Greater Jakarta area (Jabodetabek) 
introduces potential sampling bias, as the findings may not accurately represent the diverse 
socio-cultural characteristics and financial contexts of Generation Z nationwide or in different 
international settings. Methodologically, while the current sample targets Generation Z, which 
exhibits inherent variations in technological literacy, the study did not thoroughly examine the 
influence of critical external variables, such as social media exposure and the rapid 
advancements in financial technology (FinTech), on Islamic financial planning outcomes. 
Accordingly, future researchers are strongly recommended to expand the sample's 
geographical coverage nationally or globally, utilize mixed-methods approaches for richer data 
collection, and rigorously investigate the mediating and moderating roles of these rapidly 
evolving external factors. 
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