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Chapter 8

Financial Stability or Instability in their
Golden Years: An Analysis of the Financial
Preparedness of Malaysians

R. Rasiah, J. J. Turner, H. Kaur, T. P. L. Kelly, and V. Guptan

Abstract With the number of elderly (classified as those aged 65 and over) expected
to double worldwide by 2050 to a projected 2.1 billion (United Nations 2017), the
implications for a nation’s socio-economic resources can be considered to be y criti-
cal. In Malaysia, the rise in the aging population is projected to reach 15.3% by
2030, a rise of almost 10% from the 2010 figure (DOSM 2016), with the majority
of individuals not on a secure financial retirement footing. The Employees Provident
Fund (EPF), which is the main source of income for a Malaysian upon retirement,
announced that Malaysians do not have enough savings in their EPF accounts to
support them through their ‘golden years’. In line with the United Nations 2030
Agenda for Sustainable Development, this chapter focuses on Sustainable
Development Goals 1 and 3, examining the factors which impact the financial pre-
paredness of Malaysians and the implications for their families. Using a survey-
based methodology among Malaysians aged up to 60 years of age across Malaysia,
the chapter contributes to the current policy debate surrounding the financial well-
being of individuals and presents practical implications for identified stakeholders
including the government, financial service providers, the ageing population, and
their families.
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8.1 Introduction

Retirement preparation and financial literacy are common headlines in the media
not just confined to Malaysia and countries in South East Asia; these are global
issues that require the attention of governments and individuals across the world
(Anderson 2019). Over the past few years, independent surveys have repeatedly
illustrated that Malaysians lack financial preparedness (Jaafar 2020; Kaler 2020)
and are particularly vulnerable to unexpected financial set-backs (Kaler 2020).
This situation is likely to become more pronounced as the COVID-19 pandemic
continues to impact the global economy, leaving individuals facing difficult
choices and the prospect of a delayed retirement (Kaler 2020). The underlying
trend in the subject of financial preparedness and retirement confidence is that
Malaysians are not saving enough while at the same time are spending too much;
a scenario which is likely to be exacerbated with the advent of more easily
accessible and favourable credit terms and increasing online consumer
purchasing.

According to the Department of Statistics Malaysia (DOSM) the issue of finan-
cial preparedness impacts all age groups but is perhaps most pronounced among
younger people who have worked for less than a year (Jaafar 2020; Kaler 2020).
This is perhaps unsurprising given this group of Malaysians will not necessarily
have accumulated ‘savings’ that can sustain them into retirement. Equally concern-
ing is the fact that 69.7% of those who have worked for less than one year indicated
that their financial savings would only support them for less than a month (Jaafar
2020). The figures do not look any better for those who have been in full-time
employment for many years, as among those Malaysians who have worked for
between 21 and 30 years, only 11.4% felt they had sufficient financial savings for
4 months, and only 11.7% of those who have worked for over 30 years felt they had
enough financial reserves to sustain them over 4 months (Kaler 2020). For 68% of
employed Malaysians aged 54 and over, the research suggested that this group only
has RM 50,000 (circa $12,400) to sustain them for retirement, a figure unlikely to
last more than 5 years, even for the most frugal of individuals (Kaler 2020). The
reasons behind this lack of financial preparedness appear to centre around three
main themes: the mentality that the Employee Provident Fund (EPF) savings are
enough; having no savings and financial plan; and not investing (Anon 2020; Jaafar
2020). Only 2.8 million people (38%) of active EPF members have reached the
basic savings threshold of RM196,800 and 163,252 people (65%) of those aged
54 years have less than RM50,000 in their EPF accounts (KWSP 2015). These sta-
tistics are compounded by the fact that only 60% of Malaysians have some form of
a retirement strategy, which has resulted in the unsurprising figure of 92% of
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Malaysians being concerned about their ability to retire and navigate their way
through retirement (KWSP 2015). The reliance on the EPF appears key to the fact
that 82% of Malaysians will not have enough savings for retirement (Anon 2020).
The majority of Malaysians consider that the EPF will be enough to sustain them
through retirement (Anon 2020; Jaafar 2020) and as a result impacts, arguably nega-
tively, on the necessity to plan, save and invest, as many Malaysians consider that
this has been taken care of through the EPF. The main contributors of the EPF are
private sector employees, non-pensionable public sector employees, and other vol-
untary contributors, and is the main pillar of Malaysia’s pension provision. The
principal objective of the EPF is not only to provide retirement benefits, but also
contributes to housing, education, and health care (KWSP 2019). EPF seeks ways
to improve its members’ retirement well-being and actively encourages its members
to take responsibility for their retirement planning through its Retirement Advisory
Service (RAS) which was introduced in 2014. RAS provides free impartial advice
to its members on issues such as financial planning and managing retirement sav-
ings (KWSP 2018), as many Malaysians are not equipped with the necessary finan-
cial literacy and planning skills to manage their retirement savings to see them
through retirement. The impact of such initiatives will be investigated in this
research.

This chapter explores the factors which impact the financial preparedness and
well-being of Malaysians and the implications for their families and communities.
It consolidates the existing literature and takes research forward in the areas of
financial security and retirement readiness. It also addresses issues related to the
United Nations 2030 Agenda for Sustainable Development, focusing on SDG1 (on
no poverty), SDG3 (on good health and well-being), SDG10 (on reduced inequali-
ties), and SDG11 (on sustainable cities and communities). These issues are particu-
larly pertinent because of the increasing concern surrounding the financial
well-being of Malaysians progressing into retirement. Finally, the chapter lists some
measurable outcomes around retirement preparation and planning for Malaysians
across age groups.

8.2 Literature Review

The review which underpins this study examines literature about financial pre-
paredness and reveals many common and inter-related themes. The study discusses
these themes in a structured narrative that examines Malaysian attitudes towards
retirement preparedness, discusses levels of financial knowledge, retirement confi-
dence, and retirement goals. The review reveals pertinent issues relating to
Malaysian society and gaps in the current research which will contribute to the
existing debate.
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8.3 Attitude and Retirement Preparedness

Attitudes towards retirement preparedness can be contextualised as the gradual tran-
sition in an individual’s attitude to retirement from the pre-retirement period through
to the actual ‘event’ of retirement (Pinquart and Schindler 2007). These attitudes
can vary depending on country-specific characteristics (Ferndndez-Lépez et al.
2015); stereotypes associated to age (Bal et al. 2015)’ and the intention to retire
(Maurer et al. 2008). In Malaysia, despite having various financial education pro-
grammes which are structured to integrate financial planning and management for
the population (MFPC 2018), there has been little or no evidence of financial
empowerment. There has arguably not been much improvement in financial atti-
tudes towards retirement, perhaps in part because of a lack of financial self-efficacy
within taught financial education programmes (Rothwell and Wu 2019) and a lack
of retirement awareness among Malaysian society (Ibrahim et al. 2012). While there
have been many retirement products offered by financial institutions, the number of
consumers of these products are rather limited, as most Malaysians are still under
the notion that private and public pension programmes are adequate to cover the
costs of maintaining their retirement years.

Post et al. (2013) found that positive attitudes towards retirement and higher
income were associated with those on higher incomes who were likely to have the
intention to retire early. Hsu et al. (2015) and Van Dam et al. (2009) further investi-
gated attitudes and the intention to take early retirement, finding that those individu-
als who had a more positive attitude toward early retirement, and who perceived
control over the early retirement decision, had a stronger intention to retire early.
Negative attitudes towards retirement are also important for research to better
understand financial preparedness, with a negative relationship between job satis-
faction and retirement attitude found among low-household income and older work-
ers (Davies et al. 2017) with the interplay between income, well-being, and
retirement considered important. Peng et al. (2016) highlighted the issue of well-
being, arguing that older workers with poor health had negative attitudes towards
retirement, and were particularly concerned about the adjustment to retirement.
Negative attitudes towards retirement link to later retirement decisions (Zappala
et al. 2008) and retirement preferences (Davies and Cartwright 2011) and is in direct
contrast to the positive attitudes towards retirement for those individuals who are
considered financially more comfortable. Malaysia being a plural society with its
multiracial, multireligious, and multi-ethnic population, has witnessed a difference
in its income distribution which does affect how prepared the different ethnic groups
are as far as their retirement preparedness is concerned. The majority of the popula-
tion comprises Bumiputeras (mostly Malays and other indigenous groups), fol-
lowed by Chinese, Indians, and other ethnic groups. According to a report by Khalid
and Yang (2019:1), the average income growth rates have been increasing over the
years “across all ethnic groups (Bumiputera 4.9%, Indians 4.8%, and Chinese
2.7%), with the highest growth of real income per adult accrued to the Bumiputera
in the top 1% (at 8.3%), which sharply contrasts the much lower growth rate of the
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Indians (at 3.4%) and negative income growth rates of the Chinese (at —0.6%).
Despite the negative growth rate, the Chinese still account for the lion’s share in the
top 1%. In 2014, 60% of the adults in the top 1% income group are Chinese, while
33% Bumiputera, and 6% Indians (compared to 2002, in which the top 1% consists
of 72% Chinese, 24% Bumiputera, and 3% Indians)”. As far as financial knowledge
is concerned in Malaysia, Chen, Kok, and Yong (KWSP 2018) found that the
Chinese possessed the highest financial knowledge, followed by Malays and
Indians. With better financial knowledge and higher income levels, the Chinese are
more likely to have a positive attitude towards retirement and be better prepared for it.

Rasiah et al. (2020) evaluated the impact of financial literacy, attitude, and poten-
tial conflict in retirement planning, covering the concerns around ‘living expenses
after retirement’ and ‘maintaining current standard of living’, ‘cost of financial loan
obligations’, ‘travelling goals’ and ‘capital or resources needed for a new career’, as
well as goal clarity on the retirement preparedness of working Malaysian adults.
The research illustrated that attitude was less significant in explaining retirement
preparedness. Positive attitudes towards retirement were more evident among indi-
viduals who were prepared for retirement compared to those less prepared (Heron
2010) and were found to be closely linked to high levels of income, education, sup-
port from family, health, and the presence of a large social circle of friends (Glamser
2005). The literature suggests that poor attitudes towards saving (Moorthy et al.
2012) is one of the main reasons why early retirement is not possible for many
Malaysians (Habib 2017) and gives rise to the argument that parents need to take on
a more active role in the development of a child’s financial knowledge and perspec-
tives, which will shape their attitudes towards saving for retirement (Robertson-
Rose 2020; Gudmundson and Danes 2011).

Financial education (Carpena et al. 2011) and financial literacy (Financial
Services Authority 2017) are essential to create awareness and influence positive
attitudes towards improving the quality of decision making and financial manage-
ment, provided of course, that the individual has the appropriate attitude and moti-
vation (World Bank 2016), in the Financial Services Authority 2017). It has been
argued that some individuals are more inclined to be better financial planners, and
be more financially literate, with men, elderly people, and married people more
likely to demonstrate positive attitudes towards savings, to consume prudently, and
to be inclined to have financial plans (Aggarwal and Gupta 2020; Pahlevan Sharif
et al. 2020).

8.4 Financial Knowledge

Lusardi and Mitchell (2014) and Hung et al. (2009) indicate that an individual’s
financial literacy is the capacity to process economic knowledge and make respon-
sible choices in the use of financial resources and maintain financial well-being. The
terms financial literacy, financial knowledge, and financial education are often used
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interchangeably in the literature (Huston 2010) with this research taking into
account all three terms. A fundamental understanding of financial principles and the
ability to apply numeracy skills in financial matters enhances a persons’ ability to
manage their finances with greater confidence and better respond to news and events
that may have consequences for their financial well-being (OECD 2020). Financial
knowledge plays an important role in retirement preparedness, with financial liter-
acy having a positive and significant impact on financial preparedness (Lusardi and
Mitchell 2017; Pahlevan Sharif et al. 2020; Rasiah et al. 2020). Having knowledge
of financial risk tolerance, future time perspectives, good financial behaviour, and
self-assessed financial knowledge positively influence an individual’s confidence in
their retirement preparedness (Reyers 2018). Acquiring financial literacy is consid-
ered a prerequisite for effective financial planning if an individual wants to achieve
a certain degree of retirement preparedness. Financial literacy, however, cannot add
true value to financial planning when users cannot reflect and extrapolate meaning,
acquire new information through critical thinking, and make use of it (Wilson et al.
2014). OECD (2020) further reports based on their financial literacy survey, that to
ensure that the population understand financial matters and can effectively manage
their finances, Thailand (with the highest attitude score in the sample), Indonesia,
and Malaysia (with the highest and third-highest behavior scores) will need to target
awareness and help individuals fully understand the decisions they make. Therefore,
the pedagogy of financial education needs to be student-centered, where the learners
are given a range of opportunities to participate in various hands-on activities that
would engage them in real-world financial planning activities in and outside of the
classrooms, engagement which will culminate in financial behavioural changes that
will enhance the learners’ confidence about financial matters and better prepare
them for their future financial and retirement planning.

Mndzebele and Kwenda (2020) found that knowledge of financial instruments
significantly impacts financial retirement preparedness; and underlines the impor-
tance of increasing an individual’s level of knowledge when it comes to invest-
ments, financial speculation, and the generation of future cash flow beyond
retirement (Bagwell et al. 2014). Financial learning activities can prove significant
in improving financial behaviours and act as a mediator between voluntary learning,
non-voluntary learning activities, and financial behaviours (Mountain et al. 2020).
Previous studies have found that individuals who read formal or informal financial
materials such as financial newspapers, magazines and gather information from the
internet have higher levels of financial knowledge (Shim et al. 2015). Higher finan-
cial knowledge is closely linked to positive credit card behaviors (Allgood and
Walstad 2013), retirement planning, savings, and wealth accumulation (Xiao et al.
2014); with the reverse true of lower levels of financial knowledge leading to higher-
cost borrowing (Robb et al. 2015), debt accumulation and mortgage delinquency
(Lusardi and Tufano 2015).
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8.5 Retirement Confidence

Saving adequately for retirement is essential and has contributed to the move to
encourage better savings behaviour among individuals of working age. Individuals
who are confident they have adequate savings for retirement are more likely to have
an easier transition into their retirement life (Taylor and Doverspike 2003) as com-
pared to those who do not and is one of the areas this research focuses on, to under-
stand the profile of individuals who are confident they have saved sufficiently for
retirement. To date, several studies demonstrate the effects of financial confidence
and levels of financial knowledge (Hui et al. 2016), personal and parental health
histories (Zick et al. 2015), and demographic characteristics (Kim et al. 2005).
Having high financial knowledge and low financial confidence can deter good prac-
tices in personal finance, whereas individuals who are confident but less knowledge-
able can manage their finances well and can be better prepared for unexpected
changes in their financial circumstances (Hui et al. 2016). Retirement confidence is
arguably higher among respondents who have calculated their capital needs for
retirement, have higher income levels, and have received workplace financial educa-
tion (Kim et al. 2005). In terms of personal and parental health histories, Zick et al.
(2015) argues that the health history of family members, particularly intergenera-
tional transmission of chronic diseases, have a significant impact on retirement con-
fidence not only in Malaysia but across the globe as individuals with those types of
illnesses worry about the financial implications of long-term medical care and
whether their savings are enough to support sustained care.

Demographic characteristics (education level, gender, and marital status), finan-
cial management practices, financial literacy, financial education, and advice from
employers and saving motives are essential to explain retirement confidence regard-
less of the region being researched (Juen and Sabri 2012; Kim et al. 2005). Greater
retirement confidence increases the capability of managing finances (Zebrowitz
et al. 2017) for Malaysians and developing solid financial management behaviours
(Guo et al. 2013). Although the research by Helman et al. (2013) indicated that
confidence towards retirement has declined, the majority of studies have indicated
positive relationships between confidence in retirement and specific retirement-
saving plans (Lusardi 1999) and public protection for an individuals’ well-being in
old age (Topa et al. 2018).

Malaysians are increasingly vulnerable to being financially unprepared and are
not confident about retirement (Ahmad et al. 2013; AKPK 2018). In a study by Teo
and Sabri (2016), it was revealed that most workers, particularly women, aspire to
have a relaxing and stress-free retirement life, but lack retirement confidence to
achieve their aspirations. This necessitates a need for Malaysians to equip them-
selves with sufficient knowledge and confidence to manage their finances before
and during retirement. Malaysians have been reported to have a relatively long life
expectancy (Yeap 2019) in comparison to other Asian countries, and therefore fur-
ther underlines the need to ensure that they have sufficient funds to see them through
retirement. It is estimated that the average Malaysian can expect to live until the age
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of 79.8 for males and 82.1 years for females, meaning that those who retire at the
age of 65 will have to live on their pensions and savings for an average of at least
14.8 years and 17.1 years respectively (Yeap 2019). This means that if the individual
has not planned effectively, they may have to return to work, which can prove chal-
lenging for older people particularly if they have suffered from health issues in the
past (KWAP 2018), and in the context of a challenging labour market and one domi-
nated by employers’ need for computer and technology literacy.

8.6 Retirement Goals

Arguably having clear retirement goals is the starting point for good financial prepa-
ration and is crucial in the retirement planning process (Gupta and Hershey 2016).
Having clear goals engenders improved financial behaviour (AKPK 2018), satisfac-
tion, and positive wellbeing (Hershey and Henkens 2013; Klug and Maier 2013), as
well as playing a vital role in mediating the relationships between financial knowl-
edge and savings behaviour (Boisclair et al. 2017; Topa and Herrador-Alcaide
2016). The clarity of retirement goals is found, unsurprisingly, to be higher among
married couples who share goals and aspiration to save and invest for their future
security (Ng et al. 2011) as compared to unmarried couples, and families with a
larger number of dependents (Stawski et al. 2007).

When investigating retirement goals, Hershey et al. (2002) identified 9 key goals
(contact with others, exploration, the attainment of possessions, leisure, self-
oriented goals, financial stability, contributions to others, spiritual/transcendental
goals, and ‘other’ goals). Of these retirement goals, 3 categories, contact with oth-
ers, leisure activities, and self-oriented goals, accounted for more than half of all
goals (Hershey et al. 2002). As a result of this research and the prioritising of certain
goals, Hershey and Jacobs-Lawson (2009) reclassified the 9 categories into 2 retire-
ment goal groups; goals involving oneself (having fun, being happy, able to have an
appropriate work/life balance), and goals involving others such as spending time
with family and friends, conducting social work and ensuring one’s children are
taken care of. Goals give an individual a reason to plan and prepare and perhaps
necessitates the need for an individual to develop more financial knowledge and
have a more positive attitude towards preparing for retirement. In the research for
this chapter, four hypotheses will be examined to better understand the relationship
between H1 Attitude towards retirement and retirement preparedness, H2 Financial
knowledge and retirement preparedness, H3 Retirement confidence and retirement
preparedness, and H4 Retirement goals and retirement preparedness. Using a
Malaysian context, the research will address an identified gap in the literature con-
cerning financial confidence and financial goal behaviour in relation to financial
preparedness and will consolidate the existing literature related to financial literacy.
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8.7 Methodology

The study used purposive sampling to select the respondents who were working
Malaysian adults. Following ethical approval and a pilot study to test for under-
standability of the self-administered survey, the data collection was carried out by
enumerators in different states in Malaysia over five months from October 2019 to
January 2020. A total of 600 bilingual (English and Bahasa Malaysia) surveys were
distributed, 514 (85.67%) were returned, of which 483 were included in the study, a
total response rate of 80.5%.

The survey questions were adopted from a review of the literature and selected
based on the appropriateness to this research and the importance academics attrib-
uted to those studies. The items for ‘Attitude towards Retirement’ were adopted
from Glamser (1976), items for ‘Retirement Goals’ were adopted from Stawski
etal. (2007), items for ‘Financial Knowledge for Retirement’ adopted from Hershey
and Mowen (2000), items for ‘Retirement Confidence’ were adopted from Helman
et al. (2013) and items for ‘Retirement Readiness’ were adopted from
Collinson (2014).

The variance-based SmartPLS structural equation modelling (SEM) software
was used to analyse the model developed by this research, due to its versatility in
performing multiple multivariate statistical analyses, including regression analysis,
path analysis, factor analysis, canonical correlation analysis, and growth curve
modeling, data analysis. SmartPLS is also able to assess the causation among sets
of dependent and independent variables, as well as to examine the validity and reli-
ability of latent variables. The use of structural equation modelling (SEM) to anal-
yse multiple multivariate statistical analyses was recommended by Urbach and
Ahlemann (2010) and considered appropriate for this study.

8.8 Findings

The two-step analytical method of evaluating the measurement and structural mod-
els, recommended by Anderson and Gerbing (1988), was employed to analyse the
data for this study. The study also undertook the bootstrapping procedure (1000
samples) following the suggestion of Chin (1998), to determine the significant level
of loadings, weights, and path coefficients. The demographics of respondents were
broadly representative of the Malaysian population, with 65.4% Malays, 17.4%
Indian, 14.9% Chinese, and others, mainly expatriates, making up the remaining
2.3%. With regards to gender, 58.2% of the respondents were females and 41.8%
were males.
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8.9 The Validity of the Measures

To confirm the validity of the measures for this study, the measurement and struc-
tural models were examined. The measurement model establishes the underlying
relations between the observed variables and the theoretical constructs. The struc-
tural model analyses the causality between the exogenous and endogenous con-
structs. The measurement model revealed a valid overall model specification, with
evidence of convergent validity as the loadings for all items were greater than 0.60
(Gefen and Straub 2005). The Average Variance Extracted (AVE) for every con-
struct was in the range of 0.693-0.871, exceeding the recommended value of 0.5
(Hair et al. 2010; Chin 1998), and the composite reliability for all constructs were
above 0.7 (Nunnally and Bernstein 1967).

The model also confirms the existence of internal consistency and reliability of
all constructs, as the multi-items for each construct displays strong evidence that
they measure the same concept that the construct relates to (Hair et al. 2010), as
reflected in the composite reliability values being above 0.7 for every construct. The
model displays evidence of fulfilling the requirements of discriminant validity,
which is important, given that models are developed based on constructs that have
items that can distinctly differentiate one construct from another. Discriminant
validity or construct validity was evident in this model, with all the correlations
between the different constructs below the ‘square root” of AVE of each latent vari-
able, as recommended by Gefen and Straub (2005). The 5 constructs used in this
model were different from each other, thereby confirming discriminant validity of
the outer model, with the consequences on the hypotheses of this research discussed
later in the chapter.

With the measurement model requirements being confirmed, the study proceeded
to analyse the structural model using bootstrapping with 1000 samples. The results
reveal that attitude towards retirement, financial knowledge, and retirement confi-
dence were significant antecedents of retirement preparedness, while retirement
goals were surprisingly not a significant explanatory variable. It was anticipated that
to be financially prepared you would have to have a financial goal to measure your
level of preparation, which is in line with any good plan, financial or otherwise. The
result from this research, however, could partially explain that a lack of financial
preparedness among Malaysians, without an appropriate financial goal, might be
underestimating the level of preparation required for financial retirement and links
to the argument that many Malaysians think the EPF savings are enough to see them
through their retirement (Anon 2020; Jaafar 2020).

The results illustrate the importance of retirement confidence on retirement pre-
paredness, with retirement confidence having the largest beta-value. The t-statistics
were analysed using PLS-SEM and bootstrapping with 2000 samples (Chin 1998),
reflecting the significance of the path coefficients in the structural model. The R
square value shows that 55% of the variance of retirement preparedness can be
explained by the model, i.e. attitude towards retirement, financial knowledge, and
retirement confidence explains approximately 55% of the variance in retirement
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preparedness. The results support hypotheses 1, 2, and 3 but do not support hypoth-
esis 4, as retirement goals are not a significant predictor of retirement preparedness
(standardised estimate = 0.144, p > 0.05), while attitude towards retirement (stan-
dardised estimate = 0.242, p < 0.05), financial knowledge (standardised esti-
mate = 0.241, p < 0.05), and retirement confidence (standardised estimate = 0.280,
p < 0.05) are all significant and direct predictors of retirement preparedness. The
study further explored the differences in the magnitude and direction of the factors
affecting retirement preparedness between males and females, as it has been argued
in the literature that there could be gender differences with regards to financial lit-
eracy and financial preparedness (Fonseca et al. 2012; Pahlevan Sharif et al. 2020).

Based on Table 8.1, the results reveal that the factors that significantly influence
retirement preparedness among males in Malaysia are attitude, retirement confi-
dence, and retirement goals; as opposed to females, where all 4 factors significantly
influence retirement preparedness. Financial knowledge was not a significant factor
influencing the males’ readiness to retire, but it was significant in females’ retire-
ment preparedness. The factor that had the biggest impact on retirement prepared-
ness among the males was retirement goals, whereas retirement confidence had the
strongest influence on retirement preparedness among females. This was an inter-
esting result given that for the overall sample, retirement goals were the only factor
that did not have a significant effect on retirement preparedness and one which
merits further investigation in a future study. Overall, the findings reveal the impor-
tance of attitude, financial knowledge, retirement confidence, and to a lesser extent
retirement goals in understanding Malaysians retirement preparedness which is use-
ful in directing policy relating to the way pre-retirees think and plan for their future
retirement.

8.10 Discussion and Conclusion

The study examined the relationship between attitudes towards retirement, financial
knowledge, retirement confidence, and retirement goals, and financial preparedness
among working adults in Malaysia. The results reveal that attitudes towards retire-
ment, financial knowledge, and confidence for one’s retirement are positively and
significantly related to retirement preparedness. Only retirement goals did not have
a significant relationship with an individual’s retirement preparedness, although it
should be noted that it proved significant for male respondents. The role of attitude
in positively predicting retirement preparedness reveals the importance of inculcat-
ing good retirement attitudes and behaviours from a relatively young age. Having a
positive attitude towards retirement eases the process of retiring, as individuals have
psychologically prepared themselves for the life-changing experience that retire-
ment brings. The more positive one’s attitude is towards retirement, the better pre-
pared they are for that eventuality. The positive impact that attitude has towards
retirement preparedness in this study is supported by previous research (Post et al.
2013; Fernandez-Lépez et al. 2015) but conflicts with the work of Peng et al. (2016);
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and Rasiah et al. (2020) which underlines the need for further research to investigate
this relationship and better understand Malaysian working adults attitudes towards
financial preparedness.

Financial knowledge was found to have a significant and positive impact on
retirement preparedness, a finding that is supported by previous research (Rasiah
et al. 2020; Koh et al. 2019; Lusardi and Mitchell 2017). The research revealed that
financial knowledge had a significant relationship with retirement preparedness
among the sample overall and females, while it was not a significant predictor
among males. The significant financial knowledge-retirement preparedness nexus
could be explained by the fact that women play a significant role in saving money
and household expenditure. This may be linked to the cultural upbringing in
Malaysia and Asian countries in general, where women take on a larger role in man-
aging the household finances and therefore require enhanced financial knowledge,
which in turn better prepares them for retirement. This relationship with financial
knowledge among Malaysian women has also increased in line with their more
significant role in the workforce and resultant spending power (Chandran 2018).

Retirement confidence refers to how prepared an individual feels within them-
selves to be facing retirement. Confidence involves having enough savings and the
ability to manage their finances well enough to transition seamlessly into retire-
ment. The results of this study found retirement confidence to have a positive and
significant influence on retirement preparedness, consolidating the findings of
Taylor and Doverspike (2003); Hui et al. (2016); and Copeland (2020). Hui et al.
(2016) mentioned that financially confident individuals managed their finances well
and were better prepared for unexpected changes in their financial needs, despite
being less knowledgeable. This underlines the importance of having greater retire-
ment confidence to ensure an individual takes positive measures to plan and prepare
to save, invest, and manage their finances so that they can retire relatively comfort-
ably. The results of this study favours interventions that include fostering retirement
confidence among individuals, rather than only focusing on financial education. The
policy efforts must be conscious of the fact that both retirement confidence and
financial knowledge complement each other and should therefore be part and parcel
of policy implementation that will prepare people for their eventual retirement. If
one aspires to retire and afford a decent standard of living, long-term plans must be
put in place to enhance an individual’s financial knowledge and build their confi-
dence by providing opportunities to practice their knowledge in financial activities
to ensure they acquire skills and confidence that will better prepare them for their
life journey and retirement. One of the strategies that the Malaysian government,
through the Ministry of Education, can do is to ensure that financial education is
included as a compulsory module for learners across the education levels, from
preschool, through to secondary and tertiary education. These financial education
modules must be age-appropriate with a pedagogical framework based on a student-
centred paradigm, where the learners are given opportunities to participate in vari-
ous hands-on activities that engage with real-world financial planning. Through this
engagement, financial behaviours can change, which will in turn enhance the learn-
ers’ confidence about financial matters and better prepare them for their future
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financial and retirement planning. Financial education programmes should also
become a major tenant of human resource development programmes to reinforce
financial understanding and planning. Employers have to engage with further initia-
tives to encourage good financial behaviour and sustainable financial planning
among employees so that they are more confident about their financial knowledge,
goals, and their financial future.

Policymakers should organise various empowerment programmes that can instill
or enhance financial self-efficacy. Bandura (1977) affirms that self-efficacy is the
most important psychological antecedent that influences an individual’s thoughts,
feelings, behaviour, and accomplishments. Individuals with high levels of self-
efficacy have been found to display greater confidence in their financial capabilities,
especially in dealing with challenging situations, and this is said to be a major factor
influencing an individual’s behaviour. Finance education programmes can only be
effective in bringing about real behavioural changes through self-efficacy. It is
therefore important that policymakers design and organise self-efficacy empower-
ment programmes to support education and human resource development
programmes.

As far as retirement goals are concerned, the results of the overall model do not
support its significance as a predictor of retirement preparedness. However, the
results of the gender-based model in Table 8.1 do provide statistical evidence that
retirement goals are significant in explaining male retirement preparedness. This
finding aligns with the research of Zhu and Chou (2018), Chou et al. (2015),
Moorthy et al. (2012) and Stawski et al. (2007) which revealed that having clear
goals enhanced retirement saving practices and encouraged retirement planning
behaviour. Goals play an important role in directing financial planning yet are not
necessarily significant in an individual’s financial preparedness with attitudes, par-
ticularly positive attitudes, financial knowledge, and confidence more significant
and ultimately more positive indicators in a Malaysian working adult’s financial
preparedness.

The study provided insight into the factors which influence financial prepared-
ness in Malaysia which have implications for government, employers, and the peo-
ple themselves, but it is not without its limitations. The first limitation is that the
data is drawn from several states in Malaysia but not all the states. This was not
considered a major limitation, as the respondents in this research are broadly repre-
sentative of the Malaysian population across the country with regards to age, ethnic-
ity, and gender, with Malaysians from across all states being included in a future
study. A second limitation of the study involves the use of only one research instru-
ment, which will be addressed in a larger study incorporating a survey and inter-
views. A final limitation is the cross-sectional nature of the data. Although not
considered a major limitation, the authors are considering using panel data for
future research. This panel data will incorporate both cross-sectional and time-
series data to develop and further understand the themes to emerge from this
research.

With regards to further research, the authors intend to examine the relationship
between age and financial preparedness to shed light on the argument that the older
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an individual is, the more likely they are to perceive the need for financial prepared-
ness. Another area for further research and related to the earlier recommendation
would be to investigate the perspectives of those males who felt financially prepared
and confident for their retirement and who thought financial goals were significant
in their financial preparedness. It would be interesting to gain a more holistic under-
standing of their financial knowledge, retirement goals, financial preparedness, and
retirement confidence. Such a study could be replicated across Southeast Asian
nations to gain insight into the gender attitudes towards financial preparedness, an
issue particularly pertinent in an increasingly turbulent economic environment.
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