il
UNIVERSITI PUTRA MALAYSIA

DETERMINANTS OF RETIREMENT CONFIDENCE AMONG WORKING
WOMEN IN GOVERNMENT AGENCIES IN PENINSULAR MALAYSIA

TEO TZE JUEN

FEM 2015 12




U[P[M

UNNERSIT[ PUTRA MALAYSIA

DETERMINANTS OF RETIREMENT CONFIDENCE AMONG WORKING
WOMEN IN GOVERNMENT AGENCIES IN PENINSULAR MALAYSIA

By

TEO TZE JUEN

Thesis Submitted to the School of Graduate Studies,
Universiti Putra Malaysia, in Fulfillment of the
Requirements for the Degree of Master of Science

April 2015



COPYRIGHT

All material contained within the thesis, including without limitation text, logos, icons,
photographs and all other artwork, is copyright material of Universiti Putra Malaysia
unless otherwise stated. Use may be made of any material contained within the thesis
for non-commercial purposes from the copyright holder. Commercial use of material
may only be made with the express, prior, written permission of Universiti Putra
Malaysia.

Copyright © Universiti Putra Malaysia
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By
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April 2015

Chairman : Mohamad Fazli bin Sabri, PhD
Faculty : Human Ecology

A number of working women neglected the importance of retirement preparedness.
This causes them to be less confident towards their retirement life. Past research
indicated that women often perform at their lower level of retirement confidence than
men. The purpose of this study is to determine the relationships between individual
characteristics (age, education, marital status, and money adequacy), financial literacy,
saving motives, financial management practices, and retirement confidence among
working women in public sectors.

The sample of the present study consisted of 447 working women in public agencies
located in four states in Peninsular Malaysia, selected through multi stage sampling
technique. Data was collected through self-administered questionnaires. Descriptive
analysis, independent sample t-test, and multiple regression were used in the Statistical
Software Package for Social Science (SPSS).

The results of this study showed that the mean age of respondents was 35.8 years old.
Most of the respondents were among moderate-income group with secondary education.
Only 14.7% respondents scored high level of financial literacy, whereas 53.6% scored
in high financial management practices, and 87% respondents scored moderate level in
retirement confidence. There was 41.3% respondents had their own savings for
retirement purpose. There was a significant difference in retirement confidence in term
of saving motives (p<0.001) and marital status (p<0.01). Pearson Correlation indicated
that there were significant relationships between financial literacy, financial
management practices, and retirement confidence.



The variables used in this study contributed 32.9% towards the model. Multiple
regression result also showed that individual characteristics (marital status, education,
and money adequacy), financial literacy, saving motives, and financial management
practices have significant influence on retirement confidence, while saving motives is
the strongest predictor of retirement confidence among working women.

This study suggested that the findings are useful for the government to help working
women in financial planning direction. Women could be more alert with the
enhancement of their financial preparation in order to maintain their standard of living
during retirement life. On the other hand, some financial education workshops could be
provided by their workplaces’ management to help them to have better understanding
in all kinds of financial aspects which could help them to make wise financial decisions.
The determinants of retirement confidence would help working women to be more
financial literate and be aware of the retirement preparedness in advance. By doing so,
this could prevent or reduce women from facing issues regarding their financial
inadequacy during retirement life.
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KEYAKINAN PERSARAAN DALAM KALANGAN WANITA BEKERJA DI
SEKTOR AWAM DI SEMENANJUNG MALAYSIA

Oleh

TEO TZE JUEN

April 2015

Pengerusi : Mohamad Fazli bin Sabri, PhD
Fakulti : Ekologi Manusia

Sebahagian wanita bekerja telah mengabaikan tentang kepentingan persediaan
persaraan. Ini akan menyebabkan mereka kurang yakin terhadap kehidupan persaraan
mereka pada masa hadapan. Banyak kajian lepas menunjukkan bahawa wanita sering
mempunyai keyakinan persaraan yang rendah berbanding dengan lelaki.Tujuan kajian
ini adalah untuk menentukan hubungan antara ciri-ciri individu (umur, tahap
pendidikan, status perkahwinan, dan kecukupan wang), literasi kewangan, motif
simpanan, amalan pengurusan kewangan, dan keyakinan persaraan di kalanagn
wanitayang bekerja di sector awam.

Sampel kajian ini terdiri daripada 447 wanita yang bekerja di agensi awam di empat
buah negeri di Semenanjung Malaysia, yang dipilih melalui teknik persampelan rawak
berperingkat.Data dikumpulkan melalui soal selidik yang diselia sendiri oleh responden.
Analisis deskriptif, ujian-t sampel bebas, dan regresi pelbagai telah digunakan melaluli
Statistical Package for Social Science (SPSS).

Dapatan kajian menunjukkan min umur bagi responden adalah 35.8 tahun.Kebanyakan
responden berpendapatan sederhana dengan tahap pendidikan di peringkat menengah.
Hanya 14.7% responden mempunyai tahap literasi kewangan tinggi, 53.6% mempunyai
tahap amalan pengurusan kewangan tinggi, dan 87% responden mempunyai tahap
keyakinan persaraan yang sederhana. Terdapat 41.3% responden menabung untuk
tujuan persaraan.Terdapat perbezaan yang signifikan dalam keyakinan persaraan dari
segi motif simpanan (p<0.001) dan status perkhawinan (p<0.01).Korelasi Pearson
menunjukkan terdapat hubungan yang signifikan antara literasi kewangan, amalan
pengurusan kewangan, dan keyakinan persaraan.



Pembolehubah yang digunakan dalam kajian ini menyumbang 32.9% kepada
model.Analisis regresi pelbagai juga menunjukkan bahawa ciri-ciri individu
(kecukupan wang, status perkahwinan dan tahap pendidikan), literasi kewangan, motif
simpanan, dan amalan pengurusan kewangan yang mempunyai pengaruh yang kuat
terhadap keyakinan persaraan, di mana motif simpanan paling mempengaruhi terhadap
keyakinan persaraan di kalangan wanita yang bekerja.

Penemuan kajian ini adalah berguna kepada pihak kerajaan untuk membantu wanita ke
arah perancangan kewangan.Wanita boleh menjadi lebih peka dengan peningkatan
penyediaan kewangan mereka untuk mengekalkan taraf hidup mereka semasa
bersara.Sebaliknya, beberapa bengkel pendidikan kewangan boleh disediakan di tempat
bekerja untuk membantu wanita untuk pemahaman yang lebih baik dalam semua jenis
aspek kewangan yang boleh membantu mereka membuat keputusan yang lebih baik.
Dengan memahami lebih lanjut mengenai penentu keyakinan persaraan boleh
membantu wanita yang bekerja menjadi lebih peka terhadap kewangan dan lebih sedar
terhadap persediaan persaraan terlebih dahulu. Ini boleh menghalang wanita mengalami
kemiskinan dalam kehidupan persaraan.
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CHAPTER 1

INTRODUCTION

1.1 Background of Study

Retirement is a stage where an individual will permanently leave his or her workplace.
As a result of absent from labor market, the retirees will not receive any official income
during their golden years. Based on the findings by Bosworth and Burke (2012), the
major sources of income during retirement are savings, social support, and pensions.
Thus, proper retirement planning during pre-retirement stage is highly needed to
safeguard an enjoyable retirement life.

Retirement planning is a complex process which requires wide financial knowledge
(Lusardi & Mitchell, 2011). A proper retirement planning should include several
practices such as preparing a spending list during retirement phases and saving for
retirement funds. However, recent study showed a declining commitment in retirement
planning among United States’ employees (Helman, Adams, Copeland, & Van Derhei,
2013). There are only 66% of the United States’ employees who prepare savings for
retirement in year 2013, which marked a sharp declination as compared to 75% who
prepare savings for their retirement in 2009 (Helman et al., 2013). Many workers (41%)
cited that the increasing cost of living is one of the main obstacles which influence
them in contributing for their retirement plan (Helman et al., 2013). Consequently, poor
retirement planning would increase the risk for pre-retirees to suffer from poor
economic well-being in later years (Bender, 2012; Masud, Haron, & Gikonyo, 2012).
Failure in retirement planning would lead to insufficient retirement sources during
retirement (Bender, 2012). Therefore, many elderly are forced to continue working in
labor market even though they have reached their retirement age (Bosworth & Burke,
2012). This is due to the act of highly depending on the income to overcome their daily
expenditures. They do not have sufficient money to cover their daily expenses if they
quit the labor market. On the other hand, other negative consequences of improper
retirement planning are poor retirement satisfaction (Sundali, Westerman, & Stedham,
2006), heavy stress, and anxiety (Dada, 2004) after retirement.

In turn, pre-retirees with proper retirement planning tend to be more confident in
having a secured retirement life, which could be described in terms of retirement
confidence (Helman, VanDerhei, & Copeland, 2008a; Joo & Grable, 2001). Retirement
confidence is a concept which includes the view and attitude towards retirement, the
preparations for retirement, and the confidence with regard to various aspects of
retirement (Kim, Kwon, & Anderson, 2005b). Pre-retirees whom are actively involved
in retirement planning are more likely to display positive retirement confidence
(Helman et al., 2013). In other words, pre-retirees with high retirement confidence are
those who believe that they are well prepared for their upcoming retirement. They are



confident with their accumulated retirement funds to be sufficient for them to have a
healthy lifestyle during retirement years. Conversely, those with low retirement
confidence tend to have doubts and anxiety on the adequacy of their accumulated
retirement funds. Many of them expect themselves to continue working even though
they have reached or passed their expected retirement age.

Retirement planning is important especially for women based on several reasons. First,
the Department of Statistics Malaysia (2013) found out that women tend to live longer
than men, whereby the life expectancy of women is 77.2 years old and 72.3 years old
for men. In Malaysia, mandatory retirement age for civil servants is 60 years old.
Hence, women are expected to live for another 17 years after their retirement. Without
proper retirement planning during pre-retirement stage, their next 17 years of living
after retirement can be traumatic for them. Secondly, women have consistently
displayed poor level of retirement confidence. Most of the past researchers agreed that
men have higher retirement confidence than women (Malroutu & Xiao, 1995; Quick &
Moen, 1998; Joo & Pauwels, 2002). Poor retirement confidence among women might
put them at a higher risk to face financial crisis during retirement age. Next, past study
has also found out that women are less likely to implement financial management
practices as compared to men (Chan, Masud, Hamid & Paim, 2010). As explained by
Chen and Volpe (2002), women bear larger burdens such as financing and raising
family, earning less than men in career, living a longer life expectancy, and facing extra
challenges in financial management practices. Throughout these cases, women face
more obstacles in financial management practices and this would influence them to
have less confident in their future retirement life. Based on the above reasons, it can be
stressed upon that retirement planning is highly needed as a protective step for women.
Thus, the present study puts the main focus on women in Peninsular Malaysia, with the
aim to grasp a better understanding on how women react towards retirement.

Alarmed by the importance of retirement planning, Malaysia government introduced a
dual pension system to protect the employees. The dual pension system refers to
Employee Provident Fund (EPF) and Civil Service Pension. The EPF is a compulsory
saving plan for all Malaysians especially in private sectors. EPF scheme is a
contribution plan which contributed by both employees and employers, whereby the
employees are required to contribute 11% of their monthly income and employers
contribute 12%. On the other hand, only workers from public sectors are eligible for the
Civil Service Pension, which is National Pension Scheme (NPS). There are two types
of pension scheme under NPS, which are Service Pension and Service Gratuity
(Jabatan Perkhidmatan Awam, n.d.). It is important to note out that public sectors’
employees are required to choose only one either EPF or Civil Service Pension. For
example, if the public employees choose to contribute in EPF, he/she is no longer
covered under Civil Service Pension. Conversely, if he or she chooses Civil Service
Pension, he or she does not need to contribute in EPF.



1.2 Statement of Problem

The issue on awareness of retirement among Malaysians has lead the government to
come out with the pension scheme which is made compulsory for every public sector
workers. This policy is important to ensure public servants to have enough savings to
live during their retirement life. However, it is noteworthy that a recent survey
conducted by Ahmad, Masud, and Ibrahim (2013) found out that there is a relatively
low retirement confidence among Malaysian public sectors’ working women, also they
reported insufficient preparation for retirement life (Ahmad et al., 2013). It is plausible
that the feeling of unpreparedness would lead these individuals to be less confident
during their retirement life and might have negative perceptions and attitudes toward
their retirement life (W. K. M. Lee & Law, 2004). Clearly, low retirement confidence
among Malaysians will put them at a great risk for negative development during
retirement life. Further research on retirement confidence among Malaysians is
beneficial in helping the pre-retirees to build more positive attitude towards retirement.

As Malaysians started to be aware of the importance of retirement savings, many
financial institutions also take the opportunities by introducing financial products of
savings for their retirement life. However, many people are still holding on with “wait
and see” behaviour instead of taking immediate action towards the retirement
preparedness (lbrahim, Isa & Ali, 2012). This kind of behaviour would drag people
away from early saving and might affect the socioeconomic problems in Malaysia.
Ibrahim et al. (2012) further provided some examples for the socioeconomic problems
such as homeless and increment of crime rate. Hence, the consequences of not having
enough money for retirement preparation are serious and might become one of the
sources of problems in the future in Malaysia.

On the other hand, recent studies claimed that the pension scheme in Malaysia is
inadequate (Rahim, Yusof, & Ismail, 2011; Zin, Lee, & Abdul-Rahman, 2002). One
indicator that is commonly used to measure the adequacy of the pension scheme is the
replacement rate, which is the ratio of retirement income over pre-retirement income
(Borella & Fornero, 2009). The replacement rate of a well-developed pension system
should place between 60% and 75% (Park & Estrada, 2012). Park and Estrada (2013)
conducted a research to identify the adequacy of public pension system in Asian
developing countries, which are China, Indonesia, Korea, Malaysia, Philippines,
Singapore, Thailand and Vietnam. As expected by Park and Estrada (2013), the public
pension system in the mentioned countries is too weak and inadequate as compared to
the developed countries. For instance, the replacement rate for pension system in
Malaysia is around 40%. It is clearly seen that the replacement rate for Malaysia is far
below than the recommended range which was suggested by Park and Estrada (2012).
In addition, there was a research conducted in East Asia countries, which are South
Korea, Taiwan, Hong Kong, Singapore, Malaysia and China in order to ask their
expected sources of retirement income during retirement life. Most of the Malaysians
are too relying on government pension scheme (Jackson, Howe, & Peter, 2012).
Therefore, the present study mainly focuses on women from public sectors and
investigates their confidence towards their preparedness for retirement.



Despite the low retirement confidence among Malaysians, factors that lead to this
phenomenon remained unclear. From the existing literature, several factors have been
identified as the determinants of retirement confidence, such as age, education, marital
status, money adequacy, financial literacy, saving motives, and financial management
practices (Li, Montalto, & Geistfeld, 1996; Mutran, Reitzes, & Fernandez, 1997; Joo &
Pauwels, 2002; Kim et al., 2005b). Nonetheless, it is notable that many studies were
conducted in the western countries. For instance, Mutran et al. (1997) and Kim et al.
(2005b) conducted their studies in United States. Conceivably, more efforts should be
given to Malaysian context due to the significant cultural differences between Malaysia
and western countries. Findings from the Westerns might not be applicable into
Malaysia context. Thus, further research is needed to be conducted in Malaysia context
in order to understand the factors that influence the retirement confidence among
Malaysians. However, one might argue that the present study is similar with the
research conducted by Folk, Beh, and Baranovich (2012), which attempted to identify
the determinants of retirement planning in Malaysia. Yet again, it is important to note
that Folk et al. (2012) drew sampling from one particular area only which is Klang
Valley, Malaysia. Hence, Folk et al. (2012) should not be generalized over into the
whole Malaysia context. Contradict to Folk et al. (2012), the present study draws
samplings from four states in Peninsular Malaysia. As compared to Folk et al. (2012)
which focused on one district in Malaysia only, the data of the present study can be
generalized into the whole Malaysia context.

Besides that, there are some contradict findings from the past research. For instance,
Turner and Scott (1994) suggested a positive relationship between age and retirement
confidence because older individuals spend many years in preparing for their
retirement. In turn, Moorthy et al. (2012) argued that younger individuals are tend to be
more confident in retirement, whereby these younger individuals still have plenty of
time to prepare for their retirement as compared to the older individuals who have very
limited time before their pension. Both of these different views are supported by
evidences and arguments. In the same vein, debates on the associations between
education, marital status, money adequacy, financial literacy, saving motives, financial
management practices, and retirement confidence remains a hot topic in the academia.
These contradictory arguments will be further discussed in the next chapter.

In essence, empirical studies showed that many Malaysians perceived low level of
retirement confidence especially women. Yet, many individuals tend to delay their
retirement saving and rely dependently on the public pension scheme. While recent
study found out that the public pension scheme in Malaysia is insufficient, it is
conceivable that many individuals from public sectors are at risk for negative
development during their retirement. Therefore, studies that determine the factor that
affects retirement confidence are beneficial in helping this group of individuals.
However, it is notable that much research on this issue are well conducted in western
countries. The findings in the existed research in western countries limit its
applicability in Malaysia context. Upon above reasons, further research on factors that
affect retirement confidence in Malaysia is in a great need. Hence, the present study
aims to study how several factors can give impacts on retirement confidence among
Malaysian women who work in public sectors, which include individual characteristics



(age, education, marital status, money adequacy), financial literacy, saving motives,
and financial management practices.

1.3 Research Question

Empirically, individual characteristics (age, education, marital status, and money
adequacy), financial literacy, saving motives, and financial management practices
affect retirement confidence (Alessie, Van Rooij, & Lusardi, 2011; Kim et al., 2005b;
Moorthy et al., 2012; Mullock & Turcotte, 2012; Smith & Moen, 2004; Taylor-Carter,
Cook, & Weinberg, 1997). Therefore, this study investigates the effects of individual
characteristics, financial literacy, saving motives, and financial management practices
on retirement confidence. Specifically, the present study determines the correlation of
retirement confidence among working women from public sectors in Malaysia. Four
research questions are being formulated in this present study:

1. What are the saving motives, level of financial literacy, level of financial
management practices, and level of retirement confidence among women
working in public sectors in Malaysia?

2. Are there any differences in retirement confidence based on marital status and
saving motives among working women?

3. Are there any significant relationships between individual characteristics,
financial literacy, and financial management practices on retirement
confidence of the respondents?

4. Which of the factors that uniquely predict retirement confidence?

1.4 Significance of Study

The findings of this study will contribute to a new knowledge in the scope of retirement
confidence. To date, there is a very limited knowledge regarding this field especially in
the context of Malaysia. Therefore, this study is proposed to be done to provide a
clearer picture on how the mentioned factors can give impacts on retirement confidence.

1.4.1 Public Sectors Working Women

A better understanding on retirement confidence will increase the awareness of all
public sectors working women in planning their retirement life in the future. As
retirement planning is a complicated process which requires several skills, working
women can attend different workshops to attain some of the related skills for a healthier
retirement planning. For example, working women can attend workshops and classes in
order to learn financial knowledge and financial management practices.



1.4.2 Financial Advisor and Educator

This study also provides practical implications to financial advisors or financial
institutions, as both have been frequently advising and guiding clients from various
backgrounds for a better retirement planning. The financial advisors can consider this
study as a reference to design and create interventions in helping their clients to have a
more secured retirement life in the future. Moreover, financial institutions can help
their clients by improvising their operation management. For instance, some financial
institutions can offer suitable types of investment which benefit most to lower income
people. In addition, educators can apply the findings of this study to develop
educational programs that encourage earlier retirement planning.

1.4.3 Government as Policymaker

As suggested by Park and Estrada (2013), the public pension scheme in Malaysia is
inadequate for steady retirement. Further improvement in public pension scheme is
highly needed to ensure the security of retirement among public employees in the
future. Thus, the findings of this study can serve as one of the inputs for Public Service
Department to refine the public pension scheme. By understanding the factors affecting
retirement confidence among women in public sectors, Public Service Department can
develop pension scheme that could maximize and level up the retirement confidence
among the female retirees. For further explanation, Credit Counselling and Debt
Management Agency (CCDMA) is providing a number of services to help individuals
to manage their financial situation in a better way. Individuals can follow the guidelines
which have been highlighted by CCDMA on how to spend and control their money for
the betterment of their future. Since the services provided are free of charge,
individuals do not have to worry about any high charges on consultant fees.

1.5 Research Objective

1.5.1 Main Objective

This study aims to determine the relationships between individual characteristics (age,
education, marital status, and money adequacy), financial literacy, saving motives,
financial management practices, and retirement confidence among working women in
public sectors.
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1.6

Specific Objective

To identify saving motives, level of financial literacy, level of financial
management practices, and the level of retirement confidence among working
women from public sectors in Malaysia.

To explore the differences in retirement confidence based on marital status
and saving motives of working women.

To determine the relationships between age, education, money adequacy,
financial literacy, and financial management practices on retirement
confidence of working women.

To determine the factors that uniquely predicts retirement confidence among
working women.

Hypothesis

There are 8 null hypotheses that will be discussed in the present study:

Hol

Ho2

Ho3

Ho4

Hoo

Ho6

Ho7

: There is no significant difference in retirement confidence between married
and non-married respondents.

. There is no significant difference in retirement confidence between
respondents who save for retirement and respondents who save for other
purposes.

. There is no significant relationship between money adequacy and
retirement confidence among respondents.

. There is no significant relationship between age and retirement confidence
among respondents.

. There is no significant relationship between education and retirement
confidence among respondents.

. There is no significant relationship between financial literacy and
retirement confidence among respondents.

. There is no significant relationship between financial management
practices and retirement confidence among respondents.



H.8 . Individual characteristics (age, education, marital status, and money
adequacy), financial literacy, saving motives, and financial management
practices are not the significant determinants of retirement confidence
among respondents.

1.7 Definition of Terminology

This present study involves the use of certain important terminologies. These terms will
be defined and explained further in this section.

1.7.1  Working Women

Conceptual Definition:

Working women refers to female who participate in workforce and contribute to the
families’ income (Boushey, & O’Leary, 2010).

Operational Definition:

Working women refers to women who work in government agency in Malaysia who
are above the age of 21 years old.

1.7.2  Retirement Confidence

Conceptual Definition:

Retirement confidence refers to the state of confidence to have enough money in order
to live comfortably during retirement stage (Helman et al., 2013).

Operational Definition:

Retirement confidence refers to working women who believe that they are well-
prepared for their retirement life with sufficient funds. Confidence of respondents can
be defined by examining the retirement preparedness among respondents; the higher
the mean score, the higher it is for the retirement confidence. (Kim, Kwon & Anderson,
2005b)



1.7.3  Financial Literacy

Conceptual Definition:

Financial literacy refers to the ability of an individual to make informed judgement and
manage various financial conditions (Samy, Nagar, Huang, & Tawfik, 2008).

Operational Definition:

Financial literacy in this study refers to the working women’s knowledge towards
financial aspects (general knowledge, credit card, debt and loan, Islamic banking, and
saving and investment). Financial literacy among respondents is being further
examined whereby higher score indicates higher level of financial literacy (Sabri &
MacDonald, 2010).

1.7.4  Financial Management Practices

Conceptual Definition:

Financial management practices refer to a set of behaviour which includes cash
management, credit management, financial planning, investments, insurance,
retirement planning, and estate planning (Dowling, Cornet, & Hoiles, 2009).

Operational Definition:

Financial management practices in this study refer to working women’s ability in
managing their financial aspects (cash management, credit management, and risk
management). Their actions and decisions are made to meet their targeted objectives;
higher score indicates better financial management practices (Hogarth & Anguelov,
2004).

1.7.5  Saving Motives

Conceptual Definition:

Saving motives refer to the saving purposes for future preparation of life planning
rather than keeping money for no reasons (Hong, Sung, & Kim, 2002).



Operational Definition:

Saving motives in this study refer to working women saving purposes. For those who
aim to save for retirement indicated they do have prepared for their retirement life
(Haron, Sharpe, Adel-Ghany, & Masud, 2013).

1.8 Limitations

Similar to the other research, there are several limitations presented in this present
study. Current study is only focusing on women who work in government agencies in
Peninsular Malaysia. So, the result of the study could not be generalized beyond this
population. Further studies should include wider population in order to have a better
generalization. For example, the involvement of both government and private agencies
should be done in order to achieve a greater generalization. Secondly, this study is a
cross-sectional study. Therefore, the causal relationship between the variables remains
unclear. For instance, although significant relationship has been proven between
financial literacy and retirement confidence, the direction of causality is still remained
unknown. Thirdly, the present study is based on self-reported questionnaire. Thus,
respondent biasness might exist, which may vyield inaccurate results. For example, the
respondents might choose the “correct” answer rather than their true practices. As
mentioned in previous section, retirement planning is a very complex process. There
are some unidentified factors that can affect retirement confidence among the
respondents.

10
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