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Abstract 
Economic disadvantage tends to affect vulnerable groups among poor 
individuals, especially those working in the lower-income distribution sectors. 
Most B40 households will be much affected since they are vulnerable and can 
easily experience shock due to their low income. This research aims to 
assess the mediating effects of financial behaviour of 428 respondents from 
B40 households in Selangor districts on financial vulnerability using a non-
probability sampling (purposive stratified sample). Regression analyses were 
performed using SPSS Version 26.0 to determine the influential factors and 
the mediating effect of financial behaviour. The financial vulnerability models’ 
fitness was indicated in the moderate R squares of 0.290 and 0.327, where 
the model explains 29.0 per cent and 32.7 per cent of the variances in 
financial vulnerability. Financial vulnerability was explained by the models’ 
factors comprising of financial literacy, financial stress, and internal locus of 
control in the first model as well as financial behaviour in the second model. 
Both models without (F = 27.6444; p = .000) and with the financial behaviour 
variable (F = 22.565; p = .000) were valid models based on the ANOVA 
output. Financial stress has a positive impact on financial vulnerability 
whereas internal locus of control and financial literacy have a negative 
influence on financial vulnerability. Financial behaviour was found to have full 
mediation only towards the influence of internal locus of control on financial 
vulnerability. Those who are considered internals have to do proper financial 
activities to become less financially vulnerable. Hence, doing financial 
activities are important for these internals in managing their financial situation. 
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In order to help households improve their financial management, responsible 
practices such as good use of consumer loans, restructuring of debt, financial 
education, and debt consultation services should be strengthened. 

Keywords: B40 household, financial behaviour, financial technology, 
financial vulnerability, locus of control 
 

 Introduction 

The COVID-19 pandemic has grown into an unprecedented 
health, socio-economic, and humanitarian crisis. Malaysia is further 
compounded by the fact that, only at the end of March 2020, the 
government took power to tackle serious debt, financial constraints, 
falling oil prices, and knock-on effects from the world's global downturn 
on trade and tourism. The lockdown on the economic front has caused 
an economic collapse. The economy has been declining significantly 
with increasing negative impacts on jobs, income, and livelihoods. It 
has also interrupted supply chains and rising businesses. 

Thus, this phenomenon witnessed a severe economic 
downturn, which ultimately impacted people's income and the nation's 
financial position. This situation has led to an increased number of 
households facing difficulties in repaying secured or unsecured 
indebtedness (i.e., consumer credit), delay in payment, rent, and ability 
to deliver ends as well as meeting unforeseen costs. As a result, 
households have an unsustainable debt level relative to their income, 
contributing to financial vulnerability (Vandone, 2009). 

Hence, the study of the financial vulnerability of households is 
an integral part of household research. As a consumer unit, financial 
vulnerability is important to the family study, as it contributes to 
consumer and family financial management as well as the community's 
financial well-being. It has a great importance and connection towards 
family economy and management as these aspects involve 
management strategies to improve the economic aspects of the family. 
In addition, the outcome of this study will be of particular interest to 
policymakers and managers today in the current society, as they will 
understand that improving the economy of the family is a significant 
contribution to the economic development of the society. The issue of 
financial vulnerability affects not only the lower-income group but also 
all aspects of individuals and families. 
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Household financial vulnerability has received considerable 
attention following the global financial crisis. However, substantial gaps 
remain in the analytical underpinnings of household financial 
vulnerability assessment and data availability. The study's significance 
also arises from the fact that there has been little research on the 
relationship between managerial functions and family economics 
status. Empirically, the findings produced by this study will enlarge the 
knowledge concerning family economic and management functions. 

The rise in living cost for Malaysians today have made 
consumers more conscious of their financial management that will 
eventually impact their economic status. Besides that, the economic 
transition has influenced consumer consumption and financial 
behaviour in terms of spending, saving, investing, and risk 
management to protect their living standard, especially in the long-
term. This phenomenon can be seen happening at the moment; the 
COVID-19 pandemic has devastated economic activities and upended 
lives around the world, reducing development prospects. COVID-19 
also has adverse labour market effects. About 25 million people around 
the world could lose their jobs, according to the International Labour 
Organization (International Labour Organization, 2020). 

Furthermore, combining financial problems like high debt, low 
income, and poor financial literacy could have an adverse impact on 
households' financial vulnerability. Households are concerned with 
financial vulnerability. Financial vulnerability provides a basis for 
making financial and life-changing decisions. A household is claimed 
to be vulnerable to future losses in the case of socially accepted welfare 
standards because of volatile events like short-term or long-term 
economic crises. In view of the changing environment Moser and 
Holland (1997) define risk as “insecurity for the well-being of 
individuals, households or communities”. 

The risk and financial vulnerability of households are based on 
a combination of circumstances, including capability, life opportunities, 
and the lack of exclusion of aid (Loughhead & Mittai, 2000; Smelser & 
Lipset, 2005). The risk factor has a degree of risk that is dependent on 
its level and the capability of the individual or family to manage the risk. 

Although the financial risks may vary and can come from various 
sources, household income changes will significantly impact the overall 
economy, such as changes in employment levels (Debelle, 2004). 
Furthermore, household vulnerability to aggregate shocks that cause 
an increase in unemployment rates will be determined by debt 
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distribution and household characteristics. The indebtedness and 
income insecurity heterogeneity require a microeconomic analysis. 
Thus, this research seeks to determine the impact of personal financial 
factors (financial literacy, financial stress, financial technology) on 
marginalised individuals among B40 households and locus of control 
on financial vulnerability and the mediating effect of financial behaviour 
in the framework. 

The possible outcome is to predict those who are most likely to 
display the highest levels of financial vulnerability among B40 
households. The influential personal finance factors of B40 households 
will assist related agencies in their work with programmes for 
intervention that can contribute to the well-being and quality of life of 
Malaysians as outlined in the Eleventh Malaysia Plan. 

 Literature Review  

 Background of B40 Household in Selangor Districts 

A household refers to people who share expenses for the 
necessities of living together in a residence. In 2019, Selangor had 1.8 
million households, of which 1.6 million were Malaysians. According to 
the Department Statistics (2019), based on the HIS report, Selangor's 
average household size in 2019 was 3.9 persons, compared to 4.1 
persons in 2016. The higher the number of members of the household, 
the higher the cost necessary to meet the basic living standard. 

Financial vulnerability in household family economic studies are 
an important area of research (Abida & Shafiai, 2018). This study, 
therefore, contributes to a particular family of knowledge and economic 
management. For most countries, data is adopted at the macro-level. 
In this study, the empirical approach is adopted at the micro-level to fill 
the knowledge and methodological gap of the current study involving 
low-income households, especially the B40 income group. 

Microeconomic factors are identified in this study, which expose 
the household to financial shocks. The factors affecting financial 
vulnerability is determined, as the trend of deprivation and social 
exclusion are currently rising globally. The outcome of this study will 
improve the families' knowledge and awareness of the best practices 
in financial management. 
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 Household Gross Income of Selangor Districts 

The Department of Statistics Malaysia report (2019) shows that 
Petaling's household average monthly income was RM8,993, which 
was the highest, followed by Sepang (RM8,937), Gombak (RM8,501) 
and Hulu Langat (RM8,361). Besides that, the mean income below 
RM10,827 was reported in other districts. Kuala Langat recorded the 
highest annual mean income growth rate of 7.9 per cent from 2016 to 
2019. Three administrative districts which are Kuala Selangor (6.2 per 
cent), Klang (4.9 per cent), and Hulu Selangor (7.1 per cent) also 
surpassed the state’s mean growth rating. Figure 1.0 shows the median 
and mean pattern of the administrative district gross of household 
income. 

 
Figure 1 : Median and Mean of Household Gross Income  

by Administrative District, Selangor, 2019 

Sepang recorded the highest average income (RM12,254), 
followed by Petaling (RM12,145) and Gombak (RM11,536) 
(Department of Statistics Malaysia, 2019). The average monthly 
income in other districts also fell below RM 10,827. The monthly 
income average for all districts was over 4.5 per cent of the state's 
annual growth rate. Kuala Langat had the highest growth rate at 7.9 
per cent, followed by Hulu Selangor (7.1 per cent), Sabak Bernam (6.6 
per cent), Sepang (6.4 per cent), Kuala Selangor (6.2 per cent), 
Gombak (5.1 per cent), and Klang (4.9 per cent). 

  



MALAYSIAN JOURNAL OF CONSUMER AND FAMILY ECONOMICS Vol 27 (S1), 2021 

196 

 Gross Household Income by Income Group 

The HIS survey report (2019) in the districts of Selangor 
revealed that the B40 income threshold was RM6,959 for 649.3 
thousand households. The income threshold for the M40 group was 
between RM6,960 and RM14,439 for 649.3 thousand households. 
Furthermore, 324.5 thousand households in the T20 group earned 
more than RM14,439. The income distribution for the T20 group was 
46 per cent of the total household income, which is slightly higher than 
in 2016 (44 per cent). The M40 group accounted for 37 per cent of the 
total income, while the B40 group accounted for only 17 per cent. 
Figure 2.0 shows the income structure of Selangor by household group 
in the year 2016 and 2019. 

 
Figure 2 : Income Structure by Household Group, Selangor, 2016 and 2019 

 Financial Vulnerability 

There are many factors that influence financial vulnerability such 
as financial literacy, financial practices, and the self-coping 
mechanism. Households with greater financial literacy tend to have 
higher retirement savings and accumulate more wealth (Lusardi & 
Mitchell, 2008). Higher financial literacy enables households to make 
better decisions concerning saving, spending, and retirement, resulting 
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in a higher level of financial security, a lower risk of financial 
vulnerability, and greater financial well-being (Abdullah et al., 2019; 
Sabri & Aw, 2019). 

Households that practise good financial behaviour and have a 
high level of financial security will achieve satisfaction in life (Dowling 
et al., 2009). Consumers with a high financial capital level (objective 
financial vulnerability) and knowledge of their financial conditions 
(subjective financial vulnerability) should have a more significant 
financial well-being (O'Connor et al., 2019). Likewise, how households 
manage resources in financial practices such as planning, budgeting, 
and saving, can directly influence their financial position in their ability 
to fulfil needs, meet financial commitments and achieve financial 
capability (Mokhtar et al., 2020; Zakaria et al., 2012). A study on 902 
respondents among Malaysian households suggests that financial 
vulnerability increases during economic or financial shock. Analysis 
using the ordered probit model revealed that income, marital status, 
age, education, and financial behaviour are significant determinants of 
financial vulnerability (Siti Nurazira et al., 2019).  

 Financial Literacy 

Financial literacy, with a combination of awareness, knowledge, 
skill, attitude, and behaviour is crucial and necessary for an individual 
to help make sound financial decisions and ultimately achieve 
individual financial well-being (OECD, 2013). Education helps to 
reduce financial vulnerability. It is suggested that having tertiary 
education increases the probability of having low financial vulnerability 
and reduces the probability of having moderate and high financial 
vulnerability than an individual without tertiary education. Education 
has consistently affected personal financial management positively 
(Anderloni et al., 2012; McCarthy, 2011). 

Low financial literacy causes financial problems (Idris et al., 
2013). It affects an individual’s decision to manage income and 
influence the level of financial security (Lusardi & Mitchell, 2008), 
especially in preparing retirement savings and the ability to meet an 
emergency. Financial literacy has a significant relationship with an 
individual’s daily financial practices (Boon et al., 2011). Besides that, 
individuals with basic financial knowledge are better at keeping track of 
spending, budgeting, and saving and are more likely to plan for 
retirement (Lusardi & Mitchell, 2011). Lack of financial literacy 
influences how individuals manage their income and determine how 
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individuals perform their financial practices in life. However, better 
financial literacy helps individuals make sound financial decisions and 
plan for retirement (Boon et al., 2011; Lusardi & Mitchell, 2011). 
Controlling for various background and portfolio characteristics, 
households with lower levels of advanced financial literacy tend to 
experience lower risk-adjusted returns in their investments, resulting in 
vulnerability (Bianchi, 2018). 

 Financial Behaviour 

Good financial behaviour is reflected with activities such as 
making a budget, managing cash flow, making a spending plan, paying 
bills on time, managing credit, and planning for retirement (Kapoor et 
al., 2004). Financial behaviour practices like borrowing and spending 
money on unnecessary products increase financial vulnerability as 
debt obligation increases (Fei et al., 2020). Financial behaviour was 
found to have a significant relationship with the level of financial 
knowledge (Ahmad et al., 2006; Hilgert & Hogarth, 2003; Zakaria et al., 
2012). Past studies showed that financial literacy positively impacted 
financial behaviour where knowledgeable and capable individuals who 
manage their finances resulted in good financial behaviour such as 
investing, saving, and using a credit card. An empirical study by Lusardi 
and Tufano (2015) showed that less financially literate people are more 
likely to have problems with money. The literature also found that 
financial behaviour has a positive relationship with financial well-being 
(Sabri et al., 2020; Zaimah, 2011), financial satisfaction (Dowling et al., 
2009), and financial vulnerability (Miron-shatz, 2009). Hayes and 
Finney (2013) studied how financial behaviour affects household 
financial vulnerability by measuring individuals’ general financial 
position such as experience of financial difficulties and projection of 
future financial position. Financial behaviour is considered the element 
that prompts a high debt burden among people (Idris et al., 2016). 
Garman and Forgue (2006) argued that personal financial behaviour 
could be an essential component in defining financial well-being. 
However, while positive financial behaviour enhances financial well-
being, failure to manage finances contributes to financial problems.  

 Locus Control  

Locus of control pertains to the degree to which people perceive 
controllability (Spector, 2008). Family economists in their studies use 
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perception and examine how families perceived sufficient resources or 
income and how this view of economic well-being affected their 
perception. Those with strong external control positions will have a 
higher financial vulnerability, which is more likely to decrease well-
being in response to stressors than what previous studies have shown 
(Debus et al., 2014). Apart from the positive influence by materialism 
on financial problems, locus of control is also prevalent in contributing 
to the financial problems of Malaysian workers (Husniyah et al., 2020). 
Individuals with an external locus of control, who tend to be influenced 
by others in their financial decisions, would be facing more financial 
difficulties, thus increasing financial vulnerability. Previous research 
showed that locus of control has an impact on emotional and 
behavioural responses (Jang et al., 2020). 

 Financial Stress 

Households may face financial stress in handling daily financial 
matters. Financial stress is one source of psychosocial stress 
associated with managing personal financial resources (Peirce et al., 
1996). A strong correlation between financial stress and perceived net 
worth was revealed among students with debt and no debt and groups 
of perceived net worth (Robb & Sharpe, 2009). The financial stress of 
students continues to increase resulting in a decline in financial well-
being while college tuition rates are at a high rate (Norvilitis et al., 
2006). Malaysian households were found to have financial stress as a 
predictor for financial well-being, which is the opposite concept of 
financial vulnerability (Delafrooz & Paim, 2013; Mokhtar & Husniyah, 
2017). 

 Financial Technology (Fintech) 

Financial Technology (FinTech) has become a popular term for 
new techniques adopted by financial service institutions as a new term 
in the financial sector (Gai & Sun, 2018). Financial technology can 
benefit households by providing real-time control over their finances to 
deliver new and innovative financial services (Brainard, 2016). These 
innovative services affect the entire household balance sheet through 
new payment, loans, and investment management services (Bank of 
International Settlements, 2018). FinTech contributes to smooth 
consumption by increasing economic unsettledness and volatile 
domestic revenues in the new economy through better payments and 
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lending systems. FinTech is vital in the gig economy, where work 
arrangements are less structured (Abraham et al., 2018). Besides that, 
financial inclusion will increase with more households having access to 
financial services. With more technological know-how in households 
over the generations and FinTech in their everyday activities, strong 
network externalities will increase in usage. This situation will reduce 
cost and further provides households with more benefits. However, if 
this remains unchecked, the credit market debt crisis may be triggered 
(Gai & Sun, 2018). Relatively incompetent families are prone to 
overconsumption and borrowing, which implies income and 
vulnerability. 

 Conceptual Framework 

In this study, the researchers introduced a conceptual model to 
analyse the mediation effect of financial behaviour on financial 
vulnerability among B40 households, using financial stress, financial 
literacy, internal locus of control, external locus of control, daily Fintech, 
and never Fintech as the independent variables. These variables are 
eventually connected to their financial vulnerability, which is related to 
the efficiency and performance of their overall lives' success. Figure 
3.0 displays the conceptual framework for this study. 

 
Figure 3 : Conceptual Framework For Financial Vulnerability Study With 

Financial Behaviour As Mediating Variable 

System Theory (Maloch & Deacon, 1966) provides the 
theoretical foundation for this study. The process of personal resource 
management starts from the input components, which comprise of 
demands and resources. A transaction process then follows to balance 
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both perceived demands with the available resources. Subsequent 
output or outcome acts, as a sign of how demands and resources of 
households have been managed and utilised, will be assessed. The 
system theory typically covers many aspects, especially personal 
growth, cash flow management, output planning, programme planning, 
and budgeting. 

On the other hand, the family resource management model of 
Deacon and Firebaugh (1988) explain more linkages rather than 
structure. The model is comprised of personal and managerial 
subsystems. The individual subsystem is used by family members for 
propagating and socialising. However, the managerial subsystem is 
used to support family members' development. This model involves the 
input entering into the system to become an output through a 
transaction process called throughput. Hence, this theory is entirely 
complementary to study from various aspect characteristics of the B40 
household from various angles. Figure 1.0 illustrates the Family 
Resource Management model. 

Stress Theory focusses on reacting to crises or stress 
circumstances (Garrison et al., 1990). Coping is used to relieve stress, 
but it is unclear if a coping technique is effective before those goals can 
be accomplished. Therefore, using the Dollahite model (1991), the 
effectiveness of a coping mechanism to alleviate stress in a 
manageable strategy can be explored by integrating resource 
management and stress theory. 

The main strength of the theory and conceptual framework lies 
in its broad applicability, making it a valuable tool for policy analysis 
and formulation at different levels of development in a country. While 
the methodology is expected to produce the most efficient estimates 
using granular and accurate microdata, a meaningful household 
vulnerability assessment can be derived from a relatively incomplete 
and fragmented set of information.  

 Methodology  

The state's distribution shows that Selangor is the most 
populous state (5.46 million), and Selangor also recorded a mean 
income of RM10,827 and RM8,013, respectively, which is higher than 
the national income (DOS, 2020). Therefore, the respondents in the 
districts of Selangor are used as the best selection area to conduct this 
study in more depth. This study used a non-probability sampling 
(purposive stratified sample) where respondents were chosen based 
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on a set of criteria. The study's inclusion criteria are the household 
head, living in an urban planned city with an income less than RM6959. 
Respondents who are not the head of the household, have an income 
above RM6,959, and live in a rural area are subjected to exclusion from 
the selection criteria.  

Therefore, this study is interested in examining the heads of the 
households with an income of below 40 per cent (B40). At the first 
stage, B40 households were identified based on the National 
Household Sampling Frame (NHSF) list after getting consultancy from 
the Department of Statistics (DOS), Malaysia. At the second stage, 
local authorities were selected based on state population (weightage). 
Submitted application to the DOS requires samples of urban B40 
families from the selected local authorities and multistage random 
sampling. The growth centre represents each district and the focus 
sample respondents are on the B40 urban family group in the urban 
cities. The selected local authorities are from Gombak, Klang, Petaling, 
and Hulu Langat. Each district will be notified to the Department of 
Statistics by the researchers. A self-administrated questionnaire was 
used to collect the necessary data. The questionnaire was developed 
as an instrument based on the objective of this research. 

All the data collected were computed using IBM Statistical 
Package for Social Science (SPSS) Version 26.0 to perform regression 
analyses to determine the influential factors and the mediating effect of 
financial behaviour. 

This is a quantitative research and correlational study between 
selected variables. Quantitative research is a good way for finalising 
the results and to prove or disapprove a hypothesis. Measurements for 
the variables were adapted from previous research to fulfil the content 
validity resulting in reliabilities between 0.79 to 0.88 during the actual 
survey. The present study requires 384 respondents, as indicated by 
calculating the sample size at a 5% margin error and a 95% confidence 
level (Krejcie & Morgan, 1970). Nonetheless, 428 respondents were 
established from the distributed questionnaire. 

 Instrumentation  

The questionnaire consists of information on demographic and 
socioeconomic backgrounds of the household’s spending trend. There 
are further questions on financial technology, personal skills, financial 
literacy, financial vulnerability, financial behaviour, financial stress, and 
locus of control of the respondents. Sources were adopted from 
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Anderloni et al. (2012), where financial vulnerability is defined as the 
inability of B40 households to meet household needs and to cope with 
unexpected expenses or to survive in the event of shocks. It is also 
associated with difficulties in sustaining financial commitments and 
consumption to the risk of default. The Cronbach’s Alpha reported for 
the 10 statements with a four-point Likert scale measured from 1= 
never to 4= very frequent/always was 0.845.  

Next, financial stress was measured by Aldana and Liljengquist 
(1998). The instrument, which is based on the adverse health effects 
of the respondent, financial satisfaction and financial difficulty, and 
financial perception at a four-point Likert scale from 1= never to 4= very 
frequent/always, was used to measure the financial stress of B40 
households. The Cronbach's Alpha reported for the eight statements 
was 0.877. 

The financial literacy in this study is measured using the 
instrument developed by Sabri et al. (2006) based on the Malaysian 
context. The instrument consists of 10 statements requiring true or 
false answers. In this section, the respondents were asked to provide 
true or false answers based on statements concerning general financial 
knowledge, credit card, debt and loan, Islamic banking and products, 
savings, and investments. Each correct answer was given one point, 
while each false answer was given zero points. The item analyses with 
correctly identified items were totalled, and the score was transformed 
into percentage. Scores with a higher percentage signified a greater 
degree of financial literacy. According to Atkinson and Messy (2012), 
financial literacy combines awareness, knowledge, skill, attitude, and 
behaviour necessary to build sound financial decisions and ultimately 
achieve individual financial well-being. 

The financial behaviours of the B40 group were measured using 
statements adopted from various measures of the 10 financial 
behaviour items from Kapoor, Dlabay, and Hughes's financial planning 
(2001) to measure the respondent's financial goals. The respondent's 
cash management items were adapted from Hilgert and Hogarth 
(2003), O'Neill (2002), and Xiao, Sorhaindo, and Garman (2004). 
Furthermore, Hogarth and Anguelov's credit management items (2004) 
were also adapted. The investments and savings measurement were 
adapted from Hilgert and Hogarth (2003), Hogarth and Anguelov 
(2004), as well as Porter and Garman (1993). The Cronbach's Alpha 
reported for the ten statements was 0.781. Lastly, the locus of control 
measurement was adopted from Sumarwan and Hira's (1993) items 
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that consist of internal and external locus of control, which determine 
the belief of one's control over the situation. The response varies from 
Strongly Disagree (1) to Strongly Agree (4). The questions were 
evaluated on a four-point Likert scale. The Cronbach's Alpha reported 
was 0.800 for the internal locus of control and 0.83 for the external 
locus of control.   

 Data Analysis 

The normality of the distribution using Exploratory Data Analysis 
(EDA) was determined using the composite variable index. Normality 
and scatter plots confirm that the data met the assumptions of 
parametric normality and homoscedasticity analysis for the continuous 
variables. Further analysis using SPSS version 26 employed 
hierarchical multiple regressions to ascertain the significant influences 
of factors namely financial literacy, financial stress, internal locus of 
control, and external locus of control towards B40 households and the 
mediating effect of financial behaviour on financial vulnerability.  

 Results and Discussion 

A sample frequency distribution was carried out to understand 
the respondents' background. As illustrated in Table 1, gender, age, 
ethnicity, marital status, and highest education level are the 
demographic factors included in this study.  

Table 1 : Profile of Respondents 

Variable Frequency 
(n=428) 

Percentage (%) 

Gender   
    Male 247 62.5 
    Female 160 37.5 
Age (Years Old)   
     < 20  1 0.2 
     20-25 27 6.3 
     26-30 55 12.9 
     31-35  59 13.8 
     36-40 62 14.5 
     41-45 71 16.6 
     46-50 47 11.0 
     50 and above  106 24.8 
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Variable Frequency 
(n=428) 

Percentage (%) 

Ethnicity   
     Malay 320 75.1 
     Chinese  49 11.5 
     Indian 36 8.5 
     Bumiputera Sabah 3 0.7 
     Bumiputera Sarawak 2 0.5 
     Others 16 3.8 
Marital Status   
     Single 72 16.2 
     Married 314 73.9 
     Divorced 5 8.7 
     Widowed 37 1.2 
Educational Level   
     No formal education 20 3.8 
     Primary School 20 4.7 
     Secondary School (PMR/PT3, SPM, STPM) 233 54.9 
     Tertiary Education (Diploma/Certificate, 
     Degree, Masters, Ph.D) 

155 36.6 

 
 Profile of Respondents 

For gender, more than two-thirds (62.5%) of the participants 
were males, and the balance were females. This study focussed on the 
head of the household in answering the questionnaires distributed. 
Therefore, the analysed results are the response from the head of the 
house in the districts of Selangor. 

Slightly less than a quarter (24.8%) of the respondents’ age 
were in the range of 50 and above. Other respondents were 41 to 45 
years old (16.6%), 36 to 40 years old (14.5%), 31-35 years old (13.8%), 
and 26-30 years old (12.9%). 

Majority of the respondents were Malay (75.1%), followed by 
Chinese (11.5%), Indian (8.5%), others (3.8%), Sabah (0.7%), and 
Sarawak (0.5%). In terms of education, the sample indicates that 
almost more than half (54.9%) of the respondents had a secondary 
level of education. Meanwhile, more than one third of the respondents 
(36.6%) were enrolled in tertiary education and 4.7% have a primary 
school education, followed by 3.8% were said to have no formal 
education. 
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Table 2 : Socio-Economic Information 

Variable n % 
Employment During COVID-19   
     Employed 282 65.9 
     Unemployed  142 33.2 
Primary Employment Sector During COVID-19   
     Civil/Goverment Servant 40 12.1% 
     Private Sector Employee 217 65.8% 
     Self Employed 73 22.1% 
Monthly Income (B40 Income Classification Group)   
B4 RM5840 – RM6959 29 6.8 
B3 RM4660 – RM5839 35 8.2 
B2 RM3480 – RM4659 114 26.6 
B1 Less than RM3840 250 58.4 
The Effect of Personal Income/Household Income 
given COVID-19 Pandemic 

  

     Higher 30 7.% 
     No changes 181 42.4% 
     Dropped 216 50.6% 

Table 2 shows the result in terms of socioeconomic information 
where more than two-thirds of the respondents (65.9%) still has their 
job or are still employed during the COVID-19 phases. However, 33.2% 
claimed that they were unemployed and their employment was affected 
by COVID-19. This study found that 65.8% of the B40 respondents 
were among private-sector employees in terms of primary employment 
sector, whereas 22.1% were self-employed and the remaining 12.1% 
were civil servants. 

The results also found that more than half (58.4%) of the 
respondents were from the B40 B1 income classification group, where 
their income is less than RM3,840. It was found that 42.4% of the 
respondents fell into the B40 B2 income classification group, where 
their income ranged from RM3,480 to RM4,659. For the remaining 
small groups, 8.2% of the respondents came from the B40 B3 income 
classification group with an income of RM4,660 to RM5,839, whereas 
the B40 B4 income classification group consisted of 6.8% of the 
respondents with an income ranged between RM5,840 to RM6,959. 
Table 3 shows a more prominent figure on the mean total expenses 
per month by the 428 respondents of the B40 household in the 
Selangor states; the figure was found to be RM2,362.97 per month. 
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These include monthly household expenses on food and drinks, 
housing rent, utilities, childcare, transportation, and others. 

Table 3 : Estimated Self/Household Monthly Budget 

Items Mean Total 
Expenses, Monthly 

(RM) 
Food and Drinks 

RM2,362.97 

Housing 
Utilities (Water, Electricity, Internet, Astro, Phone Bill) 
Childcare 
Transportation 
Education (Tuition fees, school expenses) 
Health and Medications (Treatment,insurance/takaful) 
Clothing 
Entertainment (Travelling,movies,others) 
Hire Purchase loan (Car, Motorcycle) 
Personal loan repayment 
Housing loan repayment 
Education loan repayment 
Credit card repayment 

Based on the analysis from the respondents in Table 4, the 
study found that slightly more than a quarter (30.6%) of the 
respondents can survive within one to three months with their savings 
after taking into account the current liabilities. However, 27.6% of the 
respondents reported that their retention period with their savings is 
less than one month. At the same time, almost one-fifth (17.5%) of the 
respondents could not survive with their savings if there is no monthly 
income. 

Table 4 : Retention Period with Savings 

     Duration N Percentage% 
     No retention period  75 17.5% 
     < 1 month  118 27.6% 
     1-3 month  131 30.6% 
     3-6 month 48 11.2% 
     6-12 month 27 6.3% 
     >12 month 21 4.9% 
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There is a debate in which the households should have 
adequate minimum emergency funds should their income is disrupted. 
The minimum sufficiency is having living expenses for three months 
based on the average period of employment for one employee 
(DeVaney, 1994; Garman & Forgue, 1997; Greninger et al., 1996; 
Hanna & Wang, 1995). 

Greninger et al. (1996) affirms that at least two and a half to 
three months of living expenses should be equivalent to liquid assets 
for emergencies. The rule of thumb, however, is that consumers should 
maintain adequate liquid assets in order to cover three to six months of 
the average period of labour expenditure; a laid-off worker is said to be 
re-employed within three to six months (Johnson & Widdows, 1985). 
This information needs to be discussed more carefully to identify the 
high, medium, and low vulnerable groups of B40.  

 Model Fitness 

The influential factors for financial vulnerability and the 
moderation effect of financial behaviour were determined by regressing 
two models with financial vulnerability as the dependent variable. The 
first model included financial literacy, financial stress, internal locus of 
control, external locus of control, dummy Never Fintech, and dummy 
Daily Fintech. The second model introduced financial behaviour as the 
moderator variable. Significant F-statistics justified valid models of 
hierarchical regression with a significant F-statistic for the final model 
(F = 27.644; p = .000). 

There was no issue of multicollinearity for the independent 
variables by referring to the tolerance and VIF values that were far from 
the border of 0.1 for tolerance and less than 10 for VIF. The models 
were found to be fit with the coefficient analysis of determination (R 
square) which is between 0.290 to 0.327, as shown in Table 6.0. Thus, 
the models could explain between 29.0% to 32.7% of the variation in 
financial vulnerability, reflecting a moderate model in influencing 
financial vulnerability. 
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Table 5 : Fitness of the Financial Vulnerability Model 

Model R R Square Adjusted R Square Std. Error of the 
Estimate 

1 .538a .290 .279 5.21996 
2 .572b .327 .315 5.08693 

a. Predictors: (Constant), financial literacy, financial stress, external locus of control, 
internal locus of control, (Daily) Fintech usage and (Never) Fintech usage   

b. Predictors: (Constant), financial literacy, financial stress, external locus of control, 
internal locus of control, (Daily) Fintech usage and (Never) Fintech usage, 
financial behaviour   

c. Dependent Variable: Financial Vulnerability 
 

 Regression Results for Financial Vulnerability Model 

The statistical significance of F-ratio in the ANOVA in Table 6.0 
indicates that the first regression model is a good fit for the data, F(6, 
407) = 27.644, p < .0005. Furthermore, the second regression model 
also shows a good fit for the data (F(7,406)=25.877, p <.0005). 

Table 6 : ANOVA Results for Regression 

 Model Sum of Squares df Mean 
Square 

F Sig. 

1 Regression 4519.497 6 753.249 27.644 .000b 
Residual 11089.919 407 27.248   
Total 15609.416 413    

2 Regression 5103.411 7 729.059 28.174 .000c 
Residual 10506.005 406 25.877   
Total 15609.416 413    

a. Dependent Variable: Financial Vulnerable 
b. Predictors: (Constant), Financial Literacy, Financial Stress, Fintech (Daily), 

Fintech (Never), External locus of control, Internal locus of control, 
c. Predictors: (Constant), Financial Literacy, Financial Stress, Fintech (Daily), 

Fintech (Never), External locus of control, Internal locus of control, Financial 
Behaviour 

The influence of personal finance factors (financial literacy, 
financial stress, financial technology) and locus of control on the 
financial vulnerability of marginalised B40 households are shown in 
Table 7. All the variables in Model 1, except the external locus of 
control, Daily FinTech, and Never FinTech are significant in influencing 
financial vulnerability. The Daily FinTech variable is for the household 
that uses financial technology every day while the Never Fintech 
variable refers to a household that never uses financial technology.  
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Financial stress is found to positively affect financial 
vulnerability, whereas internal locus of control and financial literacy 
negatively influence financial vulnerability. Those experiencing higher 
financial stress, having low financial literacy background, and are less 
influenced by their own decisions are found to be more vulnerable 
regarding their finances. Internal locus of control, on the other hand, 
negatively predicts financial vulnerability. The more capable of them 
controlling their own decisions, especially on finances, they would be 
less financially vulnerable. To add, the higher their background on 
financial knowledge, the smaller their probability of experiencing 
financial vulnerability. 

Financial stress is the most influential factor on financial 
vulnerability, followed by internal locus of control, whereas financial 
literacy is the least influential factor for the first model, which is based 
on the standardised coefficients. The second model, which includes 
financial behaviour as a potential mediator, shows that the strongest 
predictor is financial stress. Financial behaviour is the second strongest 
predictor, followed by financial literacy, which is also the least influential 
predictor. 

In testing for the mediation effect of financial behaviour in the 
framework, all the significant variables in Model 1 are regressed 
individually, with financial behaviour as the dependent variable. They 
are all found to be significant except for the external locus of control. 
Thus, financial stress, financial literacy, and internal locus of control are 
the only significant factors on financial behaviour. In Model 2, only the 
mediating effect of financial behaviour between the significant variables 
and financial vulnerability is determined.  

Financial behaviour is found to have full mediation only in the 
influence of internal locus of control on their financial vulnerability. 
There is a reduction of beta (β = -0.151 to -0.051) and the change of 
significance to non-significance (p = .001 to .282) for influence on 
financial vulnerability. Those that are considered internals have to do 
proper financial activities to be less financially vulnerable. Hence, doing 
financial activities are important for the internals in managing their 
financial situation. 
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Table 7 : Regression Results for Financial Vulnerability 

Model B Beta t Sig. 
1 (Constant) 19.259  9.206 .000 

Financial Literacy -0.409 -0.109 -2.491* .013 
Financial Stress 0.523 0.466 10.363** .000 
Internal Locus of Control -0.390 -0.151 -3.428** .001 
External Locus of Control 0.046 0.023 0.498 .619 
Dummy Never Fintech 0.482 0.034 0.778 .437 
Dummy Daily Fintech -1.022 -0.059 -1.367 .172 

2 (Constant) 22.709  10.493 .000 
Financial Literacy -0.369 -0.098 -2.302* .022 
Financial Stress 0.526 0.469 10.692** .000 
Internal Locus of Control -0.133 -0.051 -1.076 .282 
External Locus of Control 0.009 0.004 0.100 .920 
Dummy Never Fintech 0.183 0.013 0.301 .764 
Dummy Daily Fintech -0.900 -0.052 -1.234 .218 
Financial Behaviour -0.259 -0.220 -4.750** .000 

*p < .05; **p < .01 

 Conclusion and Recommendation  

The influential factors affecting the financial vulnerability of B40 
households are found to be financial stress, financial literacy, internal 
locus of control, and financial behaviour. Internal locus control is 
revealed to be affected by financial behaviour as a mediator between 
this variable and financial vulnerability. Financial activities are 
important to those that can control their decisions in uplifting their 
financial situation. 

This study partially addresses the issue of data limitations that 
have so far limited the possibility of assessing the vulnerability of the 
household sector towards macroeconomic and policy shocks in 
emerging markets and developing countries. This will result in the 
determining factors affecting financial vulnerability, as the trend of 
deprivation and social exclusion are currently globally rising. 
Interventions that are specific to the individual’s financial situation are 
defined in this study to tackle varying degrees of financial vulnerability. 
The guided set of interventions, which have proved successful in 
removing systemic barriers to complete the financial inclusion of low-
income individuals, will offer support as well as help them develop and 
practice their financial skills and behaviours, which will tangibly improve 
their financial results and enhance their financial security. 
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On top of that, one of the most important implications of this 
study is that researchers and practitioners will be able to develop 
effective programmes for families, especially in economic aspects. This 
research would increase the body of knowledge based on the results 
of this study to maintain a better understanding of the managerial 
functions, how they work, and family economic status in Malaysia 
particularly. The critical study that is highlighted will reveal much about 
the long-term impact of management in terms of the province's 
economic development. Therefore, this research will dive into more 
complex issues that can lead to a better family- oriented solution for 
socioeconomic improvement. 

Thus, there is a need to understand and identify those who are 
vulnerable, especially the B40 low-income group, and the factors 
affecting financial vulnerability among the marginalised B40 
communities. This is to tailor-made for the financial and debt 
management programmes leading to lower financial vulnerability 
among Malaysian households. Interventions targeting locus of control 
can be beneficial to households' well-being and in managing consumer 
financial vulnerability. In this respect, financial education and debt 
advisory services should be intensified to assist households in 
improving their financial management and responsible practices, 
including proper use of consumer credit and debt restructuring. 
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