
 

Mitigating Personal Financial Distress: The Role of Religiosity 

and Financial Literacy 

Ninditya Nareswari,1,* Nugroho Priyo Negoro2 Gusti Dian Wirani Dalem 3 

1,2,3Department of Business Management, Faculty of Creative Design and Digital Business, Institut Teknologi Sepuluh 
Nopember, 60111, Indonesia. 

*Corresponding author. Email: ninditya@its.ac.id 

ABSTRACT. Millennials tend to face personal financial distress due to sandwich generation problem. Personal financial distress 

is one of issues in personal financial management. It can bring many problems to another aspect in personal life. Therefore, it’s 

important for people to mitigate that issue and reach personal financial goals. Personal financial distress is condition when 

individual is unable to fulfill a financial needs. This condition can be influenced by religiosity and financial literacy. Religiosity 

and financial literacy could explain a spending behaviour and how to use money. This study aims to test the influence of religiosity 

and financial literacy on personal financial distress. Using online survey targeting millennial generation in Indonesia, this study 

find that religiosity have negative significant impact on personal financial distress and financial literacy play a role as moderating 

variable that weaken relationship between religiosity and financial distress. In conclusion, mitigating personal financial distress 

could be implemented in several ways. Personal financial distress could be avoided by higher religiosity and financial literacy. 
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1. INTRODUCTION 
Millennials in Indonesia tend to have financial insecurity. 

Based on Alvara Research Center [1], 60.6% of 

millennial generation in Indonesia have no financial plan. 

The IDN Research Institute [2] also showed that 

millennial generation in Indonesia were consumptive and 

used 51.1% of their income for both basic needs or to 

fulfill their lifestyle. The level of savings from millennial 

generation is also relatively low, only 10.7% of their 

income. In addition IDN Research Institute [2] showed 

that 80.2% of generations millennial in Indonesia still 

used conventional savings. In reality, savings products 

are less profitable because the interest on savings is lower 

than the inflation rate. In order to avoid the loss of 

inflation, millennial generation should prefer to invest. 

However, millennial generation in Indonesia has a low 

level of investment. Millennials in Indonesia only 

allocated 2% of its income to investment. Consequently, 

investment products owned by millennials in Indonesia 

are still limited and dominated by gold and property 

products. 

Financial distress of millennial generation begin in 

sandwich generation problem. Sandwich generation is 

individuals who have a responsible to meet the needs of 

their parents and their own children. Based on data 

fromthe Central Bureau of Statistic [3], 48.2% of the 

productive age population (15-64 years) have responsible 

to bear the unproductive age population both generations 

above (parents and older family members aged 65 years 

and above) and below (younger children and family 

members aged 0-14 years). In consequent, millennial 

generation not only face personal financial problems, but 

also have to face family financial problems. 

King and Williamson [4] stated that religiosity, also known 

as religion, was the strength of one's connection or belief 

in his life. According to Bergan and McConatha [5], 

religiosity emphasizes dimensions related to beliefs and 

role of the religion   in  human  life.  James [6]  stated  that
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religion could be used to solve a basic human problems. 

Religion has a significant impact on a person's attitudes, 

values, and behaviour on individual level or at the 

community level[7]. In line with Lajuni et al [8] showed a 

significant relationship of religiosity and 

financialdistress. 

Financial literacy is a knowledge possessed by 

individuals regarding personal financial, measured by the 

level of individual knowledge related to the concept of 

personal finance [9]. Based on Joo [10], employees with 

low level of financial literacy tend to have financial 

difficulties. Furthermore, Hung et al.[11] stated that 

people with high level of financial literacy had better 

understanding of financial difficulties in their financial 

behaviour. Financial knowledge is related to financial 

behaviour [8]. Hilgert et al. [12] showed that people with 

a high level of knowledge could make good financial 

decision to improve their financial security and well-

being. 

Previous research from Lajuni, et al [8] and Xu, et al [13] 

showed that the factors that influence personal financial 

difficulties of a person were different of each individual. 

The differences came from religiosity, financial 

knowledge, financial behaviour, and personality [13]. 

This study also underlined that millennial generation, also 

in adolescence, would face the possibility of financial 

difficulties. Therefore, it’s better for millennial 

generation to mitigate the possibility of personal financial 

distress, prepare their finances and make the right 

financial decisions. In this study, the authors will examine 

the effect of a combination of individual variations 

mentioned in the two studies, such as religiosity and 

financial literacy on financial distress experienced by 

millennial generation. 

 

2. BACKGROUND 

2.1. Religiosity 

Based on McDaniel and Burnett [14] Religiosity was 

defined as belief, presence of God, and obedience of the 

rules that was required. Gallagher and Tierney stated that 

obedience of the rules of religion was one of example 

devotion and respect from individual to religious 

dimension. This studyused all of religious dimension 

which showed the person believes in the existence of God 

and do everything based on his religious regulations. 

 

2.2. Financial Literacy 

Tang and Baker [15]; Forte and Ramalho [16]; and 

Riitsalu and Murakas [17] stated that financial literacy 

was not just an understanding related to financial concepts 

(also called objective financial knowledge) but also 

related to an individual's belief in financial knowledge 

(subjective financial knowledge). Objective financial 

knowledge and subjective financial knowledge 

simultaneously play a role in determining financial 

decisions because each individual needs to know 

financial concepts clearly and have a good self-perception 

to improve positive financial behaviour [15] 

2.3. Financial Behaviour 

Financial behaviour is related to income and expenses 

managerial and financial situation that orientated with 

daily financial problem. Financial behaviour is also 

defined as a personal ability to manage their financial 

aspect in order to reach personal financial goals. Financial 

behaviour can be influenced by other factor, for example, 

financial literacy and religiosity. Personal financial 

management refers to financial planning for both short and 

long term goals and how to deal with the possibility of a 

financial crisis. Personal financial management is also 

related to prepare budgets for expenditure, saving for the 

short and long term and emergency funds [18] 

2.4. Personal Financial Distress 

Personal financial distress is defined as a pressure to solve 

a personal financial problem, for example unable to pay 

bill, credit card, house rent, or another basic needs [19]. 

Personal financial distress is also defined as a personal 

condition that unable to fulfill their basic needs and 

categorized as a people who received the government 

support. 

2.5. Millennial Generation 

Kaifi et al. [20] stated that there were three generations 

that currently dominate the world: baby boomer 

generation, generation X, and millennial generation. The 

grouping of generations is based on two factors : 

demographic factors and sociological factors. Millennial 

generation is defined as individual who was born in new 

era that easy to adapt with digital. Based on Central 

Statistical Bureau in Indonesia, millennial generation is 

individual who was born in 1980s’ until 2000s’ 

 

3. METHOD 

This study used quantitative conclusive-descriptive 

approach as the main method for data analysis, which is 

completed by a survey with an online-based 

questionnaire. The survey was conducted among 

millennial in Indonesia, from November to December 

2019. The questionnaires were distributed to them using 

email, social media, and instant messenger. 400 

respondents was the number of requirement sample based 

on Slovin’s formula. 
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Figure 1 The Research Model 

 

The questionnaires were developed in Indonesian 

language, and divided into three sections: (1) 

demographics, (2) questions related to religiosity and 

financial literacy (3) questions related to financial 

behaviour and personal financial distress. All of 

questionnaire were assessed on a five-point Likert scale of 

strongly disagree (1) to strongly agree (5). Data analysis 

involves three processes. First, descriptive analysis was 

used to understand the demographics of the sample. 

Second, validity and reliability test were assessed to 

evaluate the measurement. Finally, the relationship 

between proposed variables were tested using PLS SEM. 

Based on Lajuni, et al [8] and Xu, et al [13], this study 

modified the research model illustrated in Figure1 

 

4. RESULT AND DISCUSSION 

The demographic characteristics of respondents was 

showed in Table 1. As shown in Table 1, more than half 

respondents were female (68%), 18-22 years old 

(62,25%), stay in Java (81,25%), single (92,75%), and 

student (60,76%). Table 2 showed the validity and 

reliability test. The convergent validity was tested by 

average variance extracted (AVE) and the construct 

reliability was tested by composite reliability (CR) and 

Cronbach’s alpha. As shown in Table 2, all AVEs were 

above 0.5 indicates an acceptable model and all alphas 

values and composite reliability values exceed 0.7, which 

indicated that the reliability of each construct was 

acceptable. Table 3 showed the goodness of fit for the 

model. 

The structural equation modeling (SEM) analysis were 

conducted to examine the relationship between proposed 

variables. Figure 2 presented the result of the hypothesis 

testing. As shown in Figure 2, Religiosity has direct 

negative effect on financial distress (þ = -0.61, p< 0.01). 

In addition religiosity has negative effect on financial 

distress mediated partiallyby financial behaviour (þ = 

0.52, p< 0.01 

; þ = - 0.71, p< 0.01; VAF = 37,77%). This findings 

indicate individual that have higher religiosity level tend 

to have no financial problem. Bradshaw and Ellison [21] 

stated that a high level of religiosity can make individuals 

avoid negative financial behaviour in order to prevent 

financial distress. Sipon et al, [22] also found that 

individuals with a high level of religiosity tended to avoid 

debt to fulfill their needs. In addition Rashidi [23] stated 

that religiosity has a significant effect on financial 

behaviour. Individuals whose higher religiosity would 

make religion as a guide for their life. They will prioritize 

and make decision based on religious principle.
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The result also showed that financial literacy could 

weaken the impact of religiosity and financial behaviour 

on financial distress (þ = -0.13, p< 0.05 ; þ = - 0.21, p< 

0.05). It indicates financial literacy had a role to prevent 

financial distress. Based on Yao and Xu [24], successful 

individuals were individuals who able to formulate 

financial plans efficiently. Individuals with higher 

financial literacy tend to use their abilities to avoid the 

possibility of experiencing financial distress by making 

better financial decisions. Tang and Baker [15] presented 

that financial literacy can control financial behaviour. 

Millennials with a higher level of financial literacy 

manage their financial activity well such as paying bills 

on time, saving and investing, using credit cards wisely, 

and have emergency savings [25]. Therefore, the 

development of financial literation is very important 

especially in developing countries such as in Indonesia. 

 

Figure 2 Hypothesis Testing 

 

 

5. CONCLUSION 

Mitigating personal financial distress is important 

especially for millennial due to sandwich generation 

problem. Mitigating personal financial distress can be 

implemented in various way. This study focus on the role 

of religiosity and financial literacy and its impact on 

financial behaviour and financial distress. The empirical 

evidence showed that religiosity have negative influence 

on personal financial distress. The result also showed that 

religiosity has negative effect on financial distress 

mediated partially by financial behaviour. In addition, the 

empirical evidence showed that financial literation could 

weaken the impact of religiosity and financial behaviour 

on financial distress. In conclusion, to mitigate personal 

financial distress, individuals should have good financial 

behaviour and financial literacy in order to manage their 

personal finance. 

 

This study has several implication. First, religiosity has 

significant impact on financial behaviour and financial 

distress. Therefore, financial literation can be delivered 

effectively through religious activity. Religious leaders 

can choose personal financial management as a topic when 

they give a speech, seminar, workshop, or another 

religious activity. Religious activity could be the solution 

to encourage people to have better financial behaviour. 

Second, financial literation must be delivered both 

directly or indirectly. Financial literation have to discuss 

more detail about personal financial problem and also 

how to avoidand the solution to solve it especially for 

millennial, hence educational institution can add personal 

financial management in the curriculum to increase 

financial literacy. Third, government, Indonesia financial 

services authority, financial advisor, and another related 

parties can improve their role to increase financial 

literacy and instill better financial behaviour via 

interactive discussion, social media, or interesting event. 

This research contribute to the development of literature 

in financial literature, especially in the topic of personal 

financial distress and the factors that can influence these 

problems. The factors that had been examined in this 

study are religiosity, financial knowledge, and financial 

behaviour. This study has several limitation, first this 

study only focus on the impact of religiosity on financial 

behaviour. So, the future study can test another factor that 

influence financial behaviour such as personality or 

educational background. Second, this study used 

questionnaire to calculate the variables, so the answered 

might be subjective. For the future study can use another 

measurement to calculate the variables more objectively. 
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