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Abstract 
Homeownership contributes to better well-being; however, most owned a 
house through a mortgage loan which may increase debt commitment. The 
strain on finances was reported to result in negative consequences on 
households. Supported by Expected Utility Theory, this study aims to 
determine the factors influencing the financial strain and to ascertain the 
moderating effect of job satisfaction of Malaysian employees among 
homeowners. Multi-stage random sampling was utilised in targeting 400 
respondents. Civil sector employees’ homeowners were selected to control 
the income risk. The list of government agencies enabled random sampling 
of the departments in urban and rural areas situated in four zones. A total of 
50 respondents were randomly selected from each department through a list 
of names provided by liaison officers working in those departments. Self-
administered questionnaires were distributed to the respondents and 322 
completed forms were returned. Influential factors on financial strain were 
debt behaviour followed by financial events, locus of control and job 
satisfaction. Job satisfaction was found to moderate the influence of debt 
behaviour on the financial strain. Hence, effective debt management should 
be the focus of the employees as it results in financial strain. Employers 
should also ensure high job satisfaction among employees to overcome the 
effect of poor debt behaviour on financial strain. Ignoring these events may 
impact negatively on job performance as they will be disengaged from their 
work. 

Keywords: debt behaviour, financial events, locus control, job satisfaction, 
financial strain 
 

 Introduction 
Individuals face economic pressure throughout their lifecycle 

that could be external or internal. The external impact such as 
recession, political instability and the currently unfolding pandemic 
Covid-19 has affected most households. The unemployment rate in 
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Malaysia during the pandemic due to the Movement Control Order 
increased from 3.4 per cent in the corresponding month of the previous 
year to 5.1 per cent in the second quarter of 2020, (Department of 
Statistics Malaysia, 2020) and maintained close to the previous year at 
4.7 per cent in March 2021 (Department of Statistics Malaysia, 2021). 
In one year, the number of unemployed rose to 753.2 thousand 
(23.4%), thus impacting the financial decision making of households. 
Part of the unemployed is those that were retrenched by companies 
that were not performing well during the Movement Control Order. Most 
civil sector employees are not affected by the retrenchment exercise 
due to their permanent job status unless they are contract workers. 
However, a household may comprise private and civil workers. 
Furthermore, the life experiences of the households and personal 
decisions may also contribute to the financial burden faced during the 
pandemic. Therefore, households need to be financially prepared for 
these circumstances.  

A decision on owning assets such as homeownership was found 
to significantly discourage bankruptcy. Specifically, a debtor without 
homeownership was seven times more likely of being charged for 
bankruptcy as compared to a homeowner (Guven & Sorensen, 2012). 
This is seen as a way to face financial uncertainty in the long run of 
their lives. In the same vein, Scanlon and Adams (2008) stated that 
those owning a home, apart from being married and were high-income 
earners, were less likely to file for bankruptcy. Furthermore, 
researchers argued that homeownership benefits households in terms 
of elevated confidence, personal security and self-esteem (Guven & 
Sorenson, 2012; Wei & Shang-Jin, 2011). Earlier, Sherraden (1991) 
contended that owning an asset may contribute to personal security, 
providing a sense of control, elevated social status and well-being. Due 
to these scenarios, this study focused on homeowners. The study 
would benefit the employees by identifying the factors contributing to 
their financial strain and affecting their performance. Likewise, the 
findings will enable employers to identify problematic employees and 
take further action. 

 Problem Statement 

Statistics for money-lender's borrowers in Klang Valley from 
2015 to 2018 revealed that most of the individual borrowers work in the 
private sector, followed by civil servants, those owning businesses and 
those without any permanent job (Ministry of Housing and Local 
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Government, 2019). A total of 4,310 (7.42%) bankrupts were reported 
among public sector workers compared to the total bankruptcy for the 
latest five years from 2017 to 2021 (Malaysian Department of 
Insolvency, 2021). These statistics are supported in previous studies 
showing the positive relationships between personal and household 
debt with financial problem (French & McKillop, 2017; Sweet et al., 
2013). 

Homeowners may finance house purchases using a bank loan 
or from other sources as owning a house requires a large sum of 
money. The total housing loans disbursed to purchase residential 
houses increased gradually from year to year and it was RM626,924.7 
million in April 2021 (Bank Negara Malaysia, 2021). Due to the high 
price of homes, the large proportion of consumer debt constitutes home 
mortgage debt (Hurst & Lusardi, 2004). A home loan is commonly 
known as a mortgage loan, which is a loan secured by the property 
such as the house (Durkin et al., 2014). Since homeownership 
contributes to improving subjective well-being (Guven & Sorenson, 
2012; Sherraden, 1991, Wei & Shang-Jin, 2011), it may reduce 
financial strain among homeowners. Financial strain can be further 
broken down into cognitive, emotional, and behavioural aspects of the 
financial hardship experience (Liljenquist & Aldana, 1999). Liljenquist 
and Aldana (1999) further stated that the prevalence of financial strain 
is likely to increase with the growth in consumer debt. Thus, owning a 
house using a mortgage loan may, in another way may increase the 
financial strain. The commitment to debt repayment may reduce the 
flexibility of money available for consumption. 

Hence, the amount of debt possessed by individuals, especially 
the debt from mortgage loan repayment may influence the outcome of 
financial strain. Financial strain was reported to result in negative 
consequences on households and the effects were more significant 
among single mothers (Yuliandi et al., 2018). Furthermore, financial 
strain was associated with factors reflecting negative family 
relationships such as hostile parenting (Benner & Kim, 2010; Gonzales 
et al., 2011) and less school involvement (Camacho-Thompson et al., 
2016). Likewise, struggling individuals in financial matters tend to 
immerse themselves in unhealthy activities, such as drug abuse 
leading to health deterioration. The consequences of financial strain 
reported for individuals were the inability to abide by recommended 
health maintenance practices, which included following a healthy diet 
(O'Neill et al., 2005) and displaying depressive symptoms and anxiety 
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(Sun et al., 2009; Szanton et al., 2010). McInerney et al. (2013) found 
that many older adults experience reduced wealth due to recession, 
feeling financially strained and subsequently exhibited greater 
depressive symptoms. 

Financial strain was found to affect mental health across 
countries (Marcil et al., 2020; McInerney & Mellor, 2012; Sun et al., 
2009; Turunen & Hiilamo, 2014; Wilkinson, 2016) and was a significant 
predictor of suicide attempts (Elbogen et al., 2020). Those 
experiencing higher financial strain were 20 times more likely to attempt 
suicide compared to the less financially strained. Additionally, mental 
illness was related to financial strain among homeless adults (Elbogen 
et al., 2021). Research also showed that financial strain may impact 
negatively on job performance. For instance, Cox et al. (2009) reported 
that having poor financial well-being could reduce productivity since 
employees used up working time in contacting creditors and financial 
advisers while trying to resolve their financial difficulties. 

It is critical to assess the factors influencing financial strain since 
the consequences are detrimental to employees’ well-being and the 
work environment. In order to own a house using a mortgage loan, 
good debt management is required for a better outcome. In conjunction 
with these points, this study aims to identify the factors influencing 
financial strain among homeowners. It is also the interest of this study 
to assess the moderating effect of job satisfaction by elucidating the 
influence of debt behaviour among homeowners on financial strain.  

 Literature Review  
 Expected Utility Theory 

The study is built upon the Expected Utility Theory in explaining 
the influence of personal factors on financial strain among homeowners 
as depicted in Figure 1. The expected utility term which was initially 
introduced by Daniel Bernoulli was further used to explain preferential 
among individuals by John von Neumann and Oskar Morgenstern in 
1944 (Morgenstern, 1976). It is the decision making under risk and 
uncertainty, where it describes the interrelation between the outcome 
and people's behaviour. White (2012) asserted that it has been mainly 
used to predict and explain the influence of an outcome on specific 
behaviours in individuals and family economics. Thus, based on 
current consumption and outcome, the Expected Utility Theory can be 
utilised to predict future behaviour. An expected output that is 
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perceived as more relevant and beneficial to the individual will enhance 
the behaviour. 

The behaviour regarding the debt of the individuals will affect the 
outcome of their actions. They are more likely to avoid debt when they 
perceived a potential unfavourable situation. This explains the debt 
behaviour and mortgage debt repayment as the potential factors 
influencing the financial strain. The more control they have on their 
action, the more likely of them to be satisfied with the outcome as they 
will act accordingly to the expected utility gained. Thus, individuals with 
an external locus of control will lack the capacity to control their 
activities; hence, they will eventually gain lower utility. In line with this, 
the occurrence of unplanned negative financial events would result in 
a lower utility or satisfaction, thereby leading to a higher financial strain. 

 
Figure 1 : Conceptual Framework For Financial Strain Among Homeowners 

Based on Expected Utility Theory 

 Past Studies 

Three different aspects in measuring financial strain were 
mentioned in past studies. One focused on the family’s debt status 
while the others concentrated on the insufficiency of emergency funds 
and failure to meet current financial commitment (Grafova, 2018). The 
relationship between financial strain and health was found to be 
complicated as it seems to be bidirectional. It was revealed that 
financial strain has a reciprocal effect on health. Liljenquist and Aldana 
(1999) contended that financial strain was reflected by the anxiety, 
pressure or stress associated with household financial constraints. 
Items assessing the degree of difficulty in fulfilling financial obligations 
were used in measuring financial strain. Thus, this measurement of 
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financial strain is in line with the third approach regarding the inability 
to meet current financial obligations. There is a subjective component 
in financial strain where economic hardship is embedded in mental 
health and it is measurable by objective indicators of financial well-
being (Wilkinson, 2016). A study conducted in Ireland reported that 
newlywed couples experienced fairly high levels of stress indicated by 
the high financial strain score of 13 from a maximum score of 21 
(Hughes & Duffy, 2005). The lack of experience in handling financial 
matters and having more financial dependents were suggested to 
contribute to the high level of financial strain reported in the study.  

As for studies involving lower-income homeowners, Manturuk et 
al. (2012) found that renters and owners experienced similar levels of 
financial difficulties. In contrast, the homeowners were less stressed 
and had higher financial satisfaction. Homeownership has been used 
to differentiate the financial satisfaction among households that is an 
opposite concept of financial strain. According to Schwartz (2012), 
people depend more on homeownership when there is an increased 
individuation risk in economies. Reduced collective bargaining power 
was also found to contribute to the financial stress of individuals and 
families (Jacobs & Myers, 2014). In addition, widening income and 
wealth inequality (Piketty, 2014), subprime financial products offered 
by banks and lenders (Baradaran, 2017), increase of housing costs 
(Maharawal, 2017) and environmental hazards (Benz, 2019; Pulido, 
2016) influenced financial strain of households. Specifically, rising 
housing costs result in high mortgage debt and mortgage debt 
repayment ratios. 

In reviewing past studies on debt behaviour, the irrational use of 
money dimensions, together with credit attitudes and credit practices 
of students and workers supported the stress, strain and financial 
difficulties faced (Abdullah et al., 2019; Joo et al., 2003). Hayes (2006) 
further postulated that negative money attitudes and the perceptions of 
inability to control their money resulted in poor financial behaviours. 
Similarly, negative gold investment attitude predicted lack of 
involvement in the investment (Ahmad Fauzi et al., 2017). This in turn 
leads to increased levels of financial stress and strain, thus displaying 
low financial well-being (Sabri et al., 2020). These studies focused on 
the effect of general and specific financial behaviour on the financial 
strain or financial well-being. In line with this, the financial vulnerability 
relating to the feeling of instability (Magli et al., 2020, Sabri et al., 2021) 
and stress among employees (Husniyah et al., 2019) was influenced 
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by negative financial behaviour. According to Liljenquist and Aldana 
(1999), there is a similarity between the financial stress concept and 
financial strain. 

Other factors have been reported to indirectly influence financial 
problems through financial behaviour. For instance, a study conducted 
among male students in Pakistan found that factors influencing 
financial problems were financial socialisation, the negative spending 
attitude and the secondary socialisation agents excluding the family 
(Jan et al., 2013). In another study, Falahati et al. (2011) ascertained 
that financial behaviour had a negative effect on financial problems 
other than the contribution by conservative attitude and financial 
socialisation. The financial problems faced by locals working in the 
public sector influenced their financial stress (Husniyah et al., 2019).  
Therefore, the studies by Falahati et al. (2011) and Jan et al. (2013) 
offered an indirect relationship between financial behaviour and 
financial stress or financial strain through the financial problem. 

A study on the proportion of debt holdings among households 
revealed that financial debt level relative to assets owned was 
associated with increased perceived stress and depression (Sweet et 
al., 2013). The study also revealed that the deterioration of self-
reported general health and increased diastolic blood pressure among 
the households. Recently, a study reinstated that financial strain was 
positively influenced by personal and household debt (French & 
McKillop, 2017). In the British Household Panel Survey, the survey 
assessed the attitudes toward unsecured debt regarding household 
finances. The findings revealed that factors associated with debt 
problems were the unsecured debt-income ratio, financial wealth level 
of households, health condition, as well as demographics such as 
ethnicity, age and marital status (Del-Rio & Young, 2005). The inability 
to pay for mortgage or rental was reported as the single factor related 
to distress (Taylor et al., 2017). This result highlights that housing 
security is one of the most critical aspects for parents as households. 
Conversely, homeowners were mainly affected by income loss. Having 
a mortgage or rent arrears was also reported to be associated with an 
increase in depression scores among young mothers in Ireland 
(Kiernan, 2019). Findings from the United States indicated that 
changes in the capacity to service mortgages among older adults were 
related to a significant increase in depression (Sargent-Cox et al., 
2011). Retirement or reduced resources due to deterioration of health 
may be the cause among older adults.  
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Stressful life events were justified to complicate the effect of 
economic and social factors on households’ health and well-being (Link 
& Phelan, 1995). In the same manner, financial events were suggested 
to highly predict the financial well-being and financial strain. Findings 
from the linear models in the study implied that a reduction in the 
objective financial resources among older citizens were related to an 
increased financial strain during the economic downturn (Wilkinson, 
2016). The reduction in the objective financial resources may be 
attributed to unemployment, retirement or maybe the results of life 
events using up the resources. Taylor et al. (2017) later concluded that 
job loss and other life events were also influential factors on financial 
distress. Consequently, life events and financial strain were 
significantly associated with an increase in the severity of food 
insecurity (Prayogo et al., 2018). 

The term locus control is the capability of individuals to control 
their actions without much influence from the environment. Individuals 
who can control their reactions possess an internal locus control 
characteristic which is believed to be the underlying factor contributing 
to the success of planned activities. Whilst those that are unable to 
control their reactions are an external locus of control person. Locus of 
control plays a significant role in the personal finance context as 
supported by previous studies (Furnham & Cheng, 2017; Ponchio et 
al., 2019; Zurlo, 2009). Zurlo (2009) reported that the locus of control 
influences financial well-being and financial status. Internally locus of 
control individuals would exhibit better financial well-being and financial 
status, suggesting a lower financial strain. Mejía et al. (2016) studied 
the sense of control and found that a decrease in the variable coupled 
with an increased engagement of interpersonal resources was 
associated with financial losses among individuals. Offering help 
heightens the sense of control and decreases with increased 
household complexity. A local study on public sector employees 
showed that both loci of control and financial behaviour were significant 
in influencing financial well-being (Mokhtar & Rahim, 2016). Similarly, 
a recent study on employees concluded that an external locus of 
control and a highly materialistic individual would face fewer financial 
problems (Husniyah et al., 2020). 

In identifying the significant effect of job satisfaction on the 
financial strain, a meta-analysis conducted by Bowling et al. (2010) 
revealed a positive relationship between job satisfaction and life 
satisfaction among individuals. Life satisfaction constitutes financial 
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satisfaction as one dimension in the index and is an inverse concept to 
financial strain. Therefore, the result suggests a significant negative 
effect of job satisfaction on the financial strain. Previously, a qualitative 
and quantitative review found that job satisfaction was a predictor of 
job performance (Judge et al., 2001). Lapidos et al. (2018) revealed 
that more than two-thirds of employees were satisfied with one aspect 
of their job such as their workplace supportiveness and feeling less 
satisfied with promotion opportunities. In terms of their finances, slightly 
more than one-third of employees stated that they could not generate 
adequate funds to address a financial shock which suggests financial 
vulnerability. These results reflected a negative relationship between 
job satisfaction and financial strain. Recently, financial well-being that 
is an opposite concept to financial strain was positively and significantly 
associated with work satisfaction (To et al., 2020). 

Due to the observed association between job satisfaction and 
financial strain in past studies, job satisfaction was introduced as a 
moderator in the influence of debt behaviour on the financial strain. 
Judge and Klinger (2007) asserted that a moderator variable affects 
the influence of an independent variable on a dependent variable. In 
this study, debt behaviour and financial strain are the independent and 
dependent variables, respectively. Job satisfaction was proposed as 
the moderator variable. It is expected that job satisfaction may result in 
an increased or reduced effect between the variables. Previous studies 
outlined the interrelationships between the factors proposed in this 
study as predictors of financial strain among employees. The 
significant effects of debt behaviour, locus control, mortgage debt 
repayment ratio and financial events on financial strain have been 
reported and proven in the reviewed studies. However, none of these 
factors was found to have a moderation effect on financial strain with 
regards to job satisfaction. 

 Methodology 
 Research Design 

This study employed a quantitative correlational research 
design through a cross-sectional survey using a set of self-
administered questionnaires. The unit of analysis was an employee 
with a regular income working in Peninsula Malaysia to control the 
income risk. Therefore, limiting the target population to exclude the 
factor of irregularity in income. Furthermore, only homeowners were 
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enrolled in this study to determine the effect of the mortgage repayment 
ratio. As a result, this study was conducted among civil sector 
employees who were homeowners in urban and rural areas in 
Malaysia. 

 Population and Sampling 

The study population was the working people in the public 
sector. Multi-stage random sampling was utilised in targeting 400 
respondents in Peninsula Malaysia who were homeowners. The Public 
Services Department had 1.6 million civil servants (Department of 
Statistics Malaysia, 2018) which is the targeted population to 
extrapolate the findings of this study. With this population size of more 
than one million, the required minimum sample size is 384 (Dillman et 
al., 2007). This was estimated based on a 95 per cent confidence 
interval and to obtain a sample estimation within ±5 per cent of the true 
population value. Homeowners earning a regular income were enabled 
to make loan repayment in the long run. 

 Location 

Peninsula Malaysia was first divided into four zones based on 
the location. Four states namely Kedah, Perak, Terengganu and Johor 
were randomly selected through balloting from each zone targeting 100 
respondents each to obtain a total of 400 respondents. Based on a list 
of the departments from the civil sector website, the departments 
situated in urban and rural areas were selected at the second stage of 
random sampling. The list of government agencies enabled a random 
sampling of the departments in urban and rural areas. In selecting 
these departments, the city council and municipal council were chosen 
to represent the urban area while the district council represented the 
rural area. For each state, a total of 50 respondents were randomly 
selected from each department in the urban and rural areas through a 
list of names provided by the liaison officers working in those 
departments. Four urban and four rural areas were involved from the 
four selected states. 

 Data Collection 

The selected departments were contacted to seek for their 
consent to participate in the survey. Also, the liaison officers from the 
departments were involved in the discussion for the data collection 
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process. They were aware of the respondents’ inclusion criteria, which 
entailed being homeowners and facilitate the inclusion of the mortgage 
debt repayment ratio variable in this study. The distributions of the self-
administered questionnaires to 400 potential respondents were carried 
out at their workplace and a total of 322 completed forms were 
retrieved. 

 Instrument 

Data collection was performed using a closed-ended 
questionnaire designed to obtain information on socioeconomic 
characteristics and the variables studied. The measurements for the 
variables were adapted from previous studies. For financial strain as 
the dependent variable, the items assessed the extent of difficulty in 
fulfilling financial obligations (Liljenquist & Aldana, 1999). Debt 
behaviour measurement was adapted from Hira (2012) that measured 
how households or individuals manage debt. Financial events were 
measured using the frequencies of facing negative events; injury, 
accident or sickness. The three variables were presented using a five-
point scale ranging from 1 1 (never) to 5 (always). A higher score 
reflects a higher financial strain or poor debt behaviour and vice-versa.  

The locus control measurement was adapted from Rotter (1966) 
using a five-point Likert scale ranging from 1 (strongly disagree) to 5 
(strongly agree). A higher score results in an internal locus of control 
person while the lower score reflects an external locus of control 
person. External locus of control individuals signifies that the 
respondent’s life is under the influence of external forces, thus the 
person is less likely to adopt healthy behaviours. The mortgage debt 
repayment ratio of 40 per cent was operationalised as the monthly debt 
repayment for housing loans which is 40 per cent of the monthly income 
(DeVaney & Lytton, 1995). Job satisfaction was used as a moderator 
and it was self-assessed using a scale of 10 ranging from strongly 
unsatisfied (1) to strongly satisfied (10) (Mitchell et al., 2013). 

 Data Analysis 

Descriptive tests were first conducted. The composite index of 
the variables was determined by assessing the normality of the 
distribution using Explore Data Analysis (EDA). The data for each 
variable conformed to the assumptions of normality tests, thus fulfilling 
the conditions required to perform parametric analyses. The scatter 
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plot confirmed the homoscedasticity of the variances for the variables. 
The normal distribution of the variables was ascertained based on the 
characteristic dumbbell shape of the normality plot and skewness and 
kurtosis values within -1 and +1. Next, the Statistical Package for Social 
Sciences (SPSS, version 23) was employed to execute hierarchical 
multiple regressions to determine the significant factors influencing 
financial strain among employees, as well as the moderating effect of 
job satisfaction on the financial strain. In determining the moderating 
effect of job satisfaction on the influence of debt behaviour on the 
financial strain, each variable was centred using the standardised 
score before creating the multiplicative term (Baron & Kenny, 1986). 

 Validity and Reliability 

Measurements of the variables were assessed for content 
validity through established measurements from past studies when 
designing the questionnaire. The content validity was achieved due to 
the expert opinion in developing those measurements. Face validity 
was ascertained by conducting a pilot study on a small sample of 30 
individuals. Any ambiguities of the questions were identified and the 
measurements for the variables were refined. The reliability of the 
measurements was determined using Cronbach Alpha statistics and 
the values ranged from 0.6 to 0.9 for external locus control, financial 
event, debt behaviour and financial strain variables. These results 
confirmed that each variable was internally consistent and reliable.  

 Results and Discussion 
 Model Fitness 

Influential factors for financial strain and the moderation effect 
of job satisfaction were determined by regressing three models with 
financial strain as the dependent variable. The first model included the 
external locus control, mortgage debt repayment ratio, financial event 
and debt behaviour. The moderator variable of job satisfaction was 
introduced in the second model. Valid models of hierarchical 
regression were justified by significant F-statistics with a highly 
significant F-statistic for the final model (F = 75.137; p = .000).  
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Table 1 : Fitness of The Financial Strain Model 

Model R R Square Adjusted R 
Square 

Std. Error of the 
Estimate 

1 .800a .640 .633 3.49331 
2 .812b .659 .651 3.40655 
3 .830c .690 .680 3.26017 

a. Predictors: (Constant), external locus control, mortgage debt repayment ratio > 
40%, financial event, debt behaviour  
b. Predictors: (Constant), external locus control, mortgage debt repayment ratio > 
40%, financial event, debt behaviour, job satisfaction  
c. Predictors: (Constant), external locus control, mortgage debt repayment ratio > 
40%, financial event, debt behaviour, job satisfaction, debt behaviour x job 
satisfaction 

Furthermore, there was no issue of multicollinearity for the 
independent variables by referring to the tolerance and VIF values. 
These values were far from the border of 0.1 for tolerance and less 
than 10 for VIF. The models were found to be fit with coefficient 
analysis of determination (R square) between 0.640 to 0.690 as shown 
in Table 1. Thus, the models explained between 64.0 to 69.0 per cent 
of the variation in financial strain. The results reflected a moderate 
model in influencing the financial strain.  

 Influential Factors for Financial Strain of Employees 

Table 2 displays the four variables included in the first model. All 
four variables were found to be significant in influencing the financial 
strain of the employees. External locus of control and mortgage debt 
repayment ratio of more than 40 per cent of the income showed 
significant results at the 95 per cent CI (b = .318, p = .034; b = 1.398, 
p = .042 respectively). Employees’ external locus of control exhibited a 
higher financial strain.  
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Table 2 : Multiple Regression Analysis for Financial Strain Model 

Model 
Unstandardised 

Coeff. 
Standardised 

Coeff. t Sig. 
B S. E. Beta 

1 External locus 
control 

.318 .149 .097 2.130* .034 

Mortgage debt 
repayment of > 40% 

1.398 .683 .087 2.047* .042 

Debt behaviour .884 .063 .655 13.939** .000 
Financial event .377 .086 .200 4.398** .000 

2 External locus 
control 

.299 .146 .091 2.049* .042 

 Mortgage debt 
repayment of > 40% 

1.094 .672 .068 1.628 .105 

 Debt behaviour .876 .062 .649 14.161** .000 
 Financial event .373 .084 .198 4.464** .000 
 Job satisfaction -.513 .151 -.141 -3.402** .001 
3 External locus 

control 
.426 .143 .129 2.989** .003 

 Mortgage debt 
repayment of > 40% 

.932 .644 .058 1.447 .149 

 Debt behaviour .763 .064 .565 11.826** .000 
 Financial event .418 .081 .222 5.178** .000 
 Job satisfaction -.448 .145 -.123 -3.090** .002 
 Debt behaviour x job 

satisfaction 
-1.025 .231 -.191 -4.442** .000 

S.E. = standard error  
a. Dependent Variable: Financial strain  
b. **p < 0.01; *p < 0.05 

This finding represents the individuals who are unable to take 
control of their activities and are keener to follow others in their decision 
or practices. These circumstances often lead to an unpleasant 
outcome for their finances. The result for the locus of control is in line 
with previous studies (Furnham & Cheng, 2017; Mejia et al., 2016; 
Mokhtar & Rahim, 2016; Ponchio et al., 2019; Zurlo, 2009). By following 
others in their decisions especially in those relating to financial aspects, 
they may be taking the wrong step since the decisions are not based 
on their financial status. More importantly, this could later jeopardise 
their financial well-being. 

The mortgage debt repayment ratio of more than 40 per cent of 
the income is a high commitment of debt for a household (DeVaney & 
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Lytton, 1995). These homeowners who were paying a high debt load 
of housing loans would experience higher financial strain. A significant 
influence was found for the debt ratio on the financial strain. This is 
after controlling for an external locus of control, debt behaviour and 
financial event. The finding is concurrent with earlier studies on debt 
repayment (Del-Rio & Young, 2005; Sweet et al., 2013). Given that a 
high proportion of the income is used in paying housing loans, there is 
not much left for other expenses. This is even more important if they 
have other loans to settle as well. In addition, those having low income, 
for example among the B40 respondents (household income less than 
RM4,850, Department of Statistics, 2016), would have a very minimal 
surplus of income. Therefore, the high monthly commitment limits them 
from engaging in other expenses while other loans repayment may also 
be affected. They may have to sacrifice for expenses on necessities by 
either reducing the allocation for each expense or reducing the quality 
of those items, such as food and clothing. 

Both debt behaviour (b = .884; p = .000) and financial event (b 
= .377; p = .000) demonstrated a high and significant influence on the 
financial strain at the 99 per cent confidence level. The result is in 
tandem with past studies for debt behaviour (Falahati et al., 2011; 
Hayes, 2006; Jan et al., 2013). Those having more debt as their way 
of life would become more constrained due to the incurred debt that 
tightened more of their consumptions. The income surplus will be 
reduced or maybe none to save, or to the worst scenario, facing 
inadequate income. They would most probably feel the financial strain 
as a result of their poor debt behaviour. 

In this study, the financial event was found to have a direct 
influence on the financial strain. The result corroborates the findings 
from previous studies on financial events (Link & Phelan, 1995; 
Wilkinson, 2016). Financial event was assessed in this study by 
measuring how the respondents reacted to negative events that would 
affect them financially, which entailed experiencing injury, accident or 
sickness. These negative financial events may incur costs such as 
repair, treatment, supplementary food or necessary equipment that 
would pile up on the existing cost. Some financial events may have a 
longer effect such as severe injuries that will affect their cash inflow 
and outflow. 

Model 2 included job satisfaction as the potential moderator and 
it was observed to have a significant impact on financial strain (b = -
.513; p = .001). Hence, the variable was tested further as a moderator. 
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As job satisfaction increases, the employee will experience less 
financial strain and vice-versa. Job satisfaction among the respondents 
may be attributed to the perception of a good salary and satisfaction 
with the work environment, which is consistent with the reports by 
Lapidos et al. (2018). The other variables in the model maintained their 
significant influence on financial strain except for the mortgage debt 
repayment ratio of more than 40 per cent. With the inclusion of job 
satisfaction, the debt ratio was no more significant in influencing 
financial strain. This reflected that the commitment in payment was not 
as important as compared to the debt behaviour (b = .876; p = .000), 
negative financial event (b = .373; p = .000) or external locus control (b 
= .299; p = .042) in the influence on financial strain. 

In Model 3, the debt behaviour-job satisfaction interaction term 
was included to assess the moderating effect of job satisfaction. The 
results showed that the interaction term was significant (b = -1.025; p 
= .000), which suggests that job satisfaction is a moderator of the 
influence of debt behaviour on employees’ financial strain. Due to the 
negative influence of the interaction term, job satisfaction reduced the 
influence of the independent variable on the financial strain. Thus, 
when an employee has poor debt behaviour, it increases the financial 
strain of the employee. On the other hand, if job satisfaction is higher, 
the employee’s financial strain will be reduced. Other variables retained 
their significance as in Model 2 except for the mortgage debt repayment 
ratio that revealed the same insignificant result. The debt behaviour (b 
= .763; p = .000), negative financial event (b = .418; p = .000) and 
external locus control (b = .426; p = .003) had a significant influence on 
employees’ financial strain. 

In comparing the strength of the influence on the financial strain, 
the debt behaviour (β = .655; .649; .565 respectively) had the highest 
beta values for the three models. These reflected that debt behaviour 
was the most influential factor on the financial strain in comparison to 
the other variables such as financial event and debt behaviour. The 
debt activities and homeowners were found to be the most important 
factors in affecting financial strain. Debt behaviour was measured by 
assessing specific activities; taking more debt to get better kinds of 
stuff, getting new credit to pay off old credit and making purchases on 
credit in the expectation to obtain money later to pay for the credit. 
Employees engaging in these activities often experience an increase 
in financial strain. In contrast, individuals who avoid poor debt 
behaviour would face less financial strain. 
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The financial event factor became the second most influential in 
the model for financial strain followed by external locus control of the 
employee. The negative financial events such as being injured, 
involved in an accident or being sick were the activities that could not 
be controlled by the employees, resulting in a strong effect in increasing 
financial strain. For those that do not encounter these negative financial 
events, their financial strain was much lower. In the case of an external 
locus of control person whereby other people around them influenced 
their decision making, such a lack of self-control will induce more 
financial strain among employees. On the other end, a high self-control 
reduced much of the financial strain. 

 Conclusion 
Hierarchical multiple regressions were employed to identify the 

factors influencing the financial strain of employees. The factors 
identified to influence financial strain in this study were debt behaviour, 
financial events, external locus of control and job satisfaction. In 
addition, job satisfaction acted as a moderator in the influence of debt 
behaviour on the financial strain. Thus, debt behaviour was an 
important factor influencing the financial strain of employees and 
moderated by job satisfaction. Poor debt behaviour leads to more 
financial strain, but with higher job satisfaction, the feeling of financial 
strain will lessen.   

As supported by the Expected Utility Theory, any actions taken 
depend on the perception of the utility gained. Hence, effective debt 
management should be the focus of employees because debt 
behaviour is an important predictor of financial strain. Employers 
should also ensure that employees attain high job satisfaction to 
overcome the consequences of poor debt behaviour on the financial 
strain. Therefore, intervention programs entailing debt management 
should be developed by employers. This is crucial in order to avoid poor 
debt behaviour and to reduce the financial strain. Employers could also 
seek help from debt management agencies such as a non-profit body 
or organisation on counselling and credit management to deliver series 
of debt management talks at the workplace, namely AKPK (Agensi 
Kaunseling dan Pengurusan Kredit). Job performance may be 
significantly affected if employers or employees ignore the actions to 
overcome poor debt behaviour and financial strain. They would be 
disengaged from their work leading to low productivity. 
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