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INTRODUCTION 
Risks are faced daily and anywhere by individuals. Any unexpected bad events occured would most 
probably lead to incurring high costs. In spite of that, the ability to handle t1he situation financially 
differs across individuals depending on the extent of their financial preparedness. Such uncertainty 
in economic risks faced in daily life are loss of job, sickness, bankruptcy, failure of loan repayment, 
poverty and hardship or pauperism at old age (Goldsmith, 2009). The increase in cost of living due 
to the increase in consumer products would pose another risk in terms of daily expenses. The 
monthly average household expenditure for Malaysia increased from RM3,578 in 2014 to RM4,033 
in 2016 (Department of Statistic, 2016). This increase would have a direct effect on the ability on 
loan repayment and others. Savings risks might be elevated in the long run and may contribute to 
the delay in achieving specific financial goals of the households. 

As compared to the private sector employees, public sector employees are also being 
protected their longterm savings in the Employee Provident Fund depending on their retirement 
option and are covered their work related risks by the Social Security Organisation scheme. 
However, some risks are not covered under these schemes. Local residents were facing other 
financial risks as shown by statistics of nonperforming loan. A total of 50,361 individuals were 
involved in nonperforming loan (NPL) with an estimation of RM4.8 billion NPL due to their inability to 
pay the cost of medical treatment (Department of Statistic, 2010). Hence, there is a need to manage 
risk well apart from managing spending, savings, loan and investment (Garman & Forgue, 2003). 

Managing daily risk should be a long-term effort which comprises of four types of methods 
that are risk avoidance, risk reduction, risk assumption and risk transfer. Risk can be transferred to a 
third party such as an insurance company or fund institution. The Employee Provident Fund is a 
local fund institution that can manage savings risk faced by individuals whereby the risks of losing 
savings made by individuals are transferred to the institution. With the restricted withdrawal of the 
contribution made to the fund, this kind of savings has low liquidity as compared to the savings in 
savings or deposit accounts. The fund is in the form of long-term funds where contributions based 
on salary are made by the employee and employer periodically over their life span during their 
service term. This study focused on public sector employees where majority of them made option for 
pension scheme and there is availability of a regular income during the retirement period however 
with a lower amount. Hence, dependency on the pension income alone might not guarantee the 
adequacy of income for their retirement life.   
 
LITERATURE REVIEW 
Baek and DeVaney (2010) applied the Risk Management Theory in their study by suggesting the 
use of two methods to manage risk that are risk controlling and risk financing. Controlling risk 
stressed on minimising risks or problems through avoidance or reduction methods while risk 
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financing focused on the guarantee of fund to finance the losses. Risk financing can be classified as 
risk shifting or risk transfer to another party. Meanwhile Vaughan (1997) suggested ways to finance 
risks through assuming risk method by self-providing the fund and the use of transfer risk method 
such as purchasing insurance policy. 

Individuals’ may display risky or unrisky behavior in managing their financial matters. Risk 
Reduction Model as applied to financial behavior is able to explain and predict the behavior and 
change efforts of individuals specifically in management process (Ozmete & Hira, 2011). The model 
focused on labeling high financial risk behaviors as problematic individuals, making a commitment to 
changing high financial risk behaviors and pursuing solutions to reduce high financial risk activities. 
The factors influencing financial behavior include the choice of an individual for a high risk financial 
behavior and knowledge of risky activities in financial management process. Hence, by performing 
the risk management process, individuals have the option of selecting low-risk activities or 
otherwise. Their choices are dependable upon their personality and knowledge of risky activities. 
One wishes to avoid risky activities or risky behavior by believing that financial risks are undesirable 
to face and by having the ability to identify the related cost and benefits. Thus, they tend to make 
financial decisions to solve problems occurred by choosing from the options that are available to 
them, leading to the expected reduced financial risks and increased satisfaction towards their 
financial risk management. 

Empirical evidence was not found for financial risk satisfaction as compared to financial 
satisfaction. According to Hira and Mugenda (1999a, 1999b) financial satisfaction was measured 
with multiple items that include satisfaction with (a) money saved, (b) amount of money owed, (c) 
current financial situation, (d) ability to meet long term goals (e) preparedness to meet  

emergencies and (f) financial management skills. Financial risk satisfaction is considered a 
component in financial satisfaction which is related to the preparedness to meet emergencies. 

Financial satisfaction as found from past studies is defined as the satisfaction with one's 
current financial situation and it is considered to be a sub-component of general wellbeing (Gerrans, 
Speelman, & Campitelli, 2014; Joo & Grable, 2004; Murphy, 2013). A single broad question such as 
"How satisfied are you with your current financial situation?" or with several specific questions such 
as "How satisfied are you with your savings?" or "How satisfied are you with your assets?" had been 
used in past studies. Since financial satisfaction is an important concept for the development of the 
society, it was shown to be related to consumer choice, job productivity, marital stress and social 
choice (Joo & Grable, 2004). 

As for the factors affecting financial risk satisfaction, no specific study was found however 
there are past studies regarding financial satisfaction which is a broader concept. Socioeconomic 
characteristics such as education and other factors such as financial stress levels, financial 
solvency, financial knowledge and financial behavior had found to have a direct impact on financial 
satisfaction of individuals (Joo & Grable, 2004). The finding is similar to Menard (2014) on the effect 
of education attainment on financial satisfaction. Regarding gender effect, Croatian men were found 
to score higher on some financial literacy variables and were more financially satisfied than women 
(Kirbiš, Vehovec, & Galić, 2017). However, another study found that the effect of marital status on 
pay valence and financial satisfaction do not differ by gender (Gorman, 2000). Marital status in a 
study by Botha and Booysen (2013) was found to affect life satisfaction. Financial satisfaction is one 
important factor in life satisfaction hence they contended that marital status was associated with 
financial satisfaction.  
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Johnson and Krueger (2006) and Plagnol (2010) found that income had a positive 
relationship with financial satisfaction due to increases in acumulated wealth. In contrast, it may be 
due to a decrease in liabilities among individuals. Using Australian panel data, a study found that 
self-reported household net-worth was an important factor influencing financial satisfaction (Headey 
& Wooden, 2004). Plagnol (2011) further contended that the major determinant of financial 
satisfaction is income with personal financial aspirations as the mediator. 

Financial risk knowledge is another important concept in financial risk management of 
households. According to the International Network on Financial Education by OECD, financial 
literacy in general involved a combination of awareness, knowledge, skill, attitude and behaviour 
that are necessary for households to make sound financial decisions and ultimately achieve 
individual financial well-being (OECD INFE, 2011). Hence, financial knowledge in the aspects of risk 
management are required to enable sound decision making related to financial risk managements. 

The relationship between financial risk knowledge and financial risk satisfaction specifically 
was also not found from past studies. Researchers focused more on the general financial 
knowledge and financial satisfaction and not on risk. Regarding the relationship between financial 
knowledge and financial satisfaction, existing literature generally found a positive relationship and 
was observed to be different for men and women. Murphy (2013) who analysed the relationships 
between financial literacy and financial satisfaction including hopelessness and religiosity among old 
people found a low positive association between financial knowledge and financial satisfaction. 
Greater financial literacy may improve financial satisfaction by assisting individuals to develop the 
skills necessary to deal with their financial matters.  

Joo and Grable (2004) proposed a comprehensive model of financial satisfaction 
determinants involving financial knowledge. The model identified that self-assessed financial 
knowledge was the third important determinant of financial satisfaction while the most important 
determinant was financial behavior, followed by financial stress. Akin, Aysan, Ozcelik, and Yildiran 
(2012) studied on the effect of financial knowledge on financial problems. They found that more 
knowledgeable on financial matters will lead to less facing financial problems, thus feeling more 
satisfied with financial situation.  

The effect of financial literacy on financial satisfaction was also explored locally in Malaysia 
where Ali, Rahman, and Bakar (2015) stated that financial planning was an important determinant of 
financial satisfaction. In addition, financial knowledge and the attitude towards money were 
significant predictors of financial planning. The relationship of financial knowledge and financial 
satisfaction was fully mediated through financial planning.  

Thus, from the significant results for the effect of socioeconomic characteristics and net-
worth on financial satisfaction, and the correlation between financial knowledge and financial 
satisfaction, it is presumed that the effect of these variables on the financial risk satisfaction and the 
correlation between financial risk knowledge and financial risk satisfaction will reveal similar trend. 
Hence, the objectives of this paper are to determine whether socioeconomic characteristics and net-
worth differentiate employees’ financial risk satisfaction. In addition, the association between 
financial risk knowledge and financial risk satisfaction is also being ascertained. 
 
RESEARCH METHODOLOGY 
A multistage random sampling based on states, departments and name lists resulted in 500 
respondents being selected from public sector employees. However, only 472 usable self-
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administered questionnaires were obtained for data analysis. Five states namely Pahang, Negeri 
Sembilan, Kelantan, Melaka and Johor were randomly selected from 12 states in Peninsular 
Malaysia in the first stage of sampling. In the second selection, one urban and one rural area were 
selected from each state and followed by choosing a department from the public sector in each 
area. This resulted in a total of ten departments situated in the urban and rural areas. Following 
permission granted from the selected departments, an officer in each department was contacted to 
assist in the random sampling of respondents in those departments with a target of 50 respondents 
from each.  

Self-administered questionnaire forms were distributed to the respondents by liason officers 
in the selected departments consisting of information on the socioeconomic characteristics, net-
worth, financial risk knowledge and financial risk satisfaction. Data on net-worth were obtained by 
comparing assets with liabilities. Financial risk satisfaction as the dependent variable was 
determined using a 5-point scale of satisfaction comprising of the extent of satisfaction with ways of 
facing risks towards different type of risks that was adapted from Power and Hira (2004). Financial 
risk knowledge items were gathered information on personal financial risk management from 
Garman and Forgue (2003). 

Prior to the data collection, a pilot study was conducted among 30 public university staffs for 
face validity. Reliability test was used to check on the internal consistencies of the seven items in 
the measurement for satisfaction towards financial risk management resulted in high reliability with 
alpha value of 0.864 which surpassed 0.6 (Nunnally, 1994). Descriptive analyses were conducted to 
examine the distribution of the variables while t-test were performed to identify the differences in the 
satisfaction towards financial risk management based on their socioeconomic characteristics and 
net-worth. Pearson correlation was used to identify the significance of the correlation between 
financial risk knowledge and financial risk satisfaction.  
 
ANALYSIS OF RESULTS 
 
Profile of Respondents 
The profile of the respondents in this study is tabulated in Table 1. In terms of age, it was distributed 
almost evenly across categories of young and old, thus covers all the working generation. Mainly 
respondents were male and married with moderate family size however with slightly more 
respondents had low job tenure. Those possessing education at the SPM level were much more 
than those pursuing higher education levels and this justify that most of the respondents earned 
monthly income of less than RM3,500.  
 

Table 1:  
Profile of Respondents 

 

Socioeconomic Characteristics 
Frequency 

(N = 472) 

Percentage 

(%) 

Age (years)   

19 to 39 249 52.8 
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Financial Risk Management Knowledge 
Management of financial risks can be classified into four methods namely risk avoidance, risk 
reduction, risk assumption and risk transfer. The results from Table 2 shows that statement 6 on risk 
avoidance method has the least respondents answered ‘yes’ with less than half of the respondents 
know that by not buying an automobile, they can avoid the risks resulted from the automobile 
accidents. Statement 2 for risk transfer method has the highest ‘yes’ response whereby most of the 
respondents know that they can claim compensation for losses due to fire if they have purchased 
fire insurance for their house. However, for these kind of knowledge, all the respondents are 

40 to 59 223 47.2 

Gender   

Male 310 65.7 

Female 158 33.5 

Marital Status   

Single (unmarried/divorced/separated) 93 20.0 

Married 373 80.0 

Family size (persons)   

2 to 4 235 49.8 

4 to 13 237 51.2 

Job tenure (years)   

0 to 10 247 52.7 

More than 10 225 47.3 

Education   

Non-graduate 389 86.3 

Graduate 62 13.7 

Monthly Respondent’s Income   

< RM1,500 164 39.8 

RM1,501 - RM2,500 137 33.5 

RM2,501 - RM3,500 77 18.8 

> RM3,500 32 7.8 

Net-worth   

Negative net-worth 310 67.7 

Positive net-worth 148 32.3 
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expected to give a ‘yes’ response meaning that they should know about these methods. The 
respondents are also least knowledgeable regarding having an insurance to protect certain goods 
(furniture, electrical appliance, home displays) in the house.  
 

Table 2:  
Descriptive Analysis for Financial Risk Management Knowledge 

 

 Item 

(N = 472) 

Frequency of 
Yes 

Percentage 

(%) 

1. By purchasing insurance, I can transfer the financial risk 
to another party. 

309 65.5 

2. If a house is on fire, the compensation for losses is 
claimable provided that fire insurance has been 
purchased for it.  

418 88.6 

3.* If I owned a house, I am compulsory to purchase fire 
insurance for the house. 

328 

 

69.5 

4. Insurance policy can be purchased to protect certain 
goods (furniture, electrical appliance, home displays) in 
my house. 

220 

 

46.6 

5.* A third party automobile insurance includes the losses to 
the automobile owner due to accident. 

238 

 

50.4 

6. By not buying an automobile, I can avoid the risks 
resulted from the automobile accidents.  

220 

 

46.6 

7. By avoiding risks, expenses can be reduced. 327 69.3 

8. By using seat belt, I can reduce the cost of injuries.  398 84.3 

9.* Life insurance is able to protect the policy holder during 
his/her lifetime. 

355 75.2 

10. For health insurance, the policy holder will be 
compensated for injuries or if he/she falls sick.  

415 

 

87.9 

11. For life insurance with the savings component, the policy 
holder will receive the accumulated savings if the policy 
matures in his/her lifetime.  

379 

 

 

80.3 

12.* For life insurance, beneficiaries will not receive any 
compensation when the policy holder dies.  

97 

 

20.6 

13. I need to prepare enough money if I am not covered by 
insurance.  

414 

 

87.7 

*  Negative statements 
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Regarding knowledge on third party automobile insurance in statement 5, half of the 
respondents thought that it also covers the losses to the automobile owner due to accident or theft. 
In fact, it only covers the losses to another person that is involved in an accident with the insuranced 
automobile. A first party or comprehensive automobile insurance have to be purchased to include 
the protection for the automobile owner against financial risks other than the person involved in the 
accident.    

Another statement on avoidance method is statement 7 with only two-third of the 
respondents knew that by avoiding risks, their expenses can be reduced. With this moderate 
response, it reflects that most probably one-third of them didn’t manage their risks using this method 
for the expenses to be reduced. Statement 13 is the knowledge on risk assumption method whereby 
most of the respondents knew that they need to prepare enough money to face financial risks if they 
are not covered by insurance. In this case, if they perceived that they are unable to provide money 
to cover large losses due to risks, they might transfer risk through purchasing suitable insurance. 
Statement 8 on knowledge regarding a reduction method has most of the respondents answered 
‘yes’. This shows that most of the respondents knew that by using seat belt, they can reduce the 
cost of injuries and will save their money for treatment of the injuries. 

The respondents were found to be more knowledgeable regarding risk assumption method 
followed by reduction method as compared to avoidance method. However less than half of the 
respondents knew that the cost to avoid and reduce risks is less expensive than purchasing 
insurance. This would lead to majority of them tend to ignore the avoidance or the reduction 
methods which in fact would lessen their financial burden due to risks faced.  
 
Satisfaction with Financial Risk Management 
Among the aspects of managing financial risks as displayed in Table 3, the repondents were most 
satisfied with their financial risk management regarding health aspect. This may be due to the fringe 
benefits for public workers that may include private clinics as panel clinics other than having free 
treatment at public hospitals and health centers. As for income, with permanent jobs in public sector 
and having regular income, this aspect is perceived as the second most satisfied in terms of risk 
management.   

Table 3:  

Satisfaction with Financial Risk Management 

 

Are you satisfied with the way you manage the risks related to the 
following aspects? 

Mean 

(1-5) 

Standard 
Deviation 

Credit 2.82 1.118 

Savings 3.27 1.043 

Health 3.46 0.936 

Accident 3.21 0.983 

Income 3.36 0.956 

Expenditure 3.30 0.892 

Asset 3.31 0.948 
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Regarding credit and loans management, they were least satisfied with their risk 
management for this aspect. At most of the departments during the data collection, the respondents 
were involved in personal loans with high amount of debts as conveyed by the officers in charge. 
Even though they were able to obtain the personal loans as the limit for income deduction is up to 
60 percent of the income, they were feeling stressful due to the small amount of income available to 
spend. By taking the loans, they are committed with the monthly repayments and the surplus of 
incomes are reduced for a long duration of time. The second least satisfied is on their risk 
management regarding accident which may be due to the low coverage of personal accident. This 
may also be contributed to the potentially high probability of being involved in an accident and the 
consequences of the accident that may incur high cost.     
  
Differences in Satisfaction towards Financial Risk Management Based on Socioeconomic 
Characteristics and Net-Worth 
The results of the independent samples t-test are tabulated in Table 4. The differences in 
satisfaction towards financial risk management were analysed based on socioeconomic 
characteristics such as gender, income, education and marital status including net-worth. Only 
gender was revealed to be not significant in differentiating between male and female in terms of 
financial risk satisfaction. Past research are also unable to show consistent results for gender 
regarding financial satisfaction in general. Kirbiš et al. (2017) found significant difference for financial 
satisfaction while Gorman (2000) was unable to prove the difference for gender.  

 

Table 4:  

Independent sample t-test for Financial Risk Satisfaction 

 

 N Mean SD t Sig. 

Gender      

   Male 310 22.6000 5.41674 -.819 .413 

   Female 158 22.9873 4.51605   

Monthly Income      

   < RM 1,500 163 21.9632 4.78022 2.935** .004 

   > RM 1,500 246 23.4431 5.12724   

Education      

   Non-graduate 389 22.4859 5.17905 -2.012* .045 

   Graduate 62 23.8871 4.51629   

Marital Status      

   Single 93 21.3763 5.34243 2.850** .005 

   Married 373 23.0617 5.04165   
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Net-worth      

   Negative 310 22.0935 4.92214 4.267** .000 

   Positive 148 24.2432 5.28458   

*   Significant at p < 0.05, ** Significant at p < 0.01 

 
Other factors that are income, education, marital status and also net-worth were found to be 

significant in differentiating between the lower and higher satisfaction towards financial risk 
management. Higher income employees in this study showed significantly higher satisfaction 
towards their financial risk management. The lower income which displayed lower satisfaction 
scores were those that earned below the monthly mean expenses for Malaysian population in 2014 
which is RM3,578 and RM4,033 in 2016. Past research found income affecting financial satisfaction 
(Johnson & Krueger, 2006; Plagnol, 2010, 2011). 

Higher education attained by the employees revealed a higher financial risk satisfaction and 
vice-versa. This result is in line with the findings from Joo and Grable (2004) and Menard (2014). 
Married employees displayed higher financial risk satisfaction as compared to singles which is 
consistent with past studies (Botha & Booysen, 2013; Gorman, 2000). Marital status is contended to 
be associated with financial satisfaction (Botha & Booysen, 2013). Positive net-worth employees 
were found to have higher financial risk satisfaction as compared to employees with negative net-
worth. This finding is similar to a study on Australian panel data which found that self-reported 
household net-worth was an important factor influencing financial satisfaction (Headey & Wooden, 
2004).  

Possessing higher education may contribute to a better job position and higher income of the 
employees, thus they will most probably be able to prepare funds for emergency cases or shifting 
risks through purchasing insurance for protection against larger financial losses. Thus, this may be 
the leading factor to a higher financial risk satisfaction. Being married was revealed as an important 
factor among the employees regarding their satisfaction towards financial risk management. Earning 
higher income may also be contributing to a positive net-worth or these are among the senior 
employees with higher incomes. Positive net-worth individuals may face less worry about finances 
as their asset value surpassed their debt values, hence being more satisfied with their financial risk 
management. 
 
Correlation between Financial Risk Management Knowledge and Financial Risk Satisfaction 
Table 5 shows the Pearson correlation results for the correlation analysis between financial risk 
management knowledge and financial risk satisfaction among public sector employees. The 
correlation revealed a significant positive correlation between the two variables though having a 
weak correlation. Previous research found that more knowledge is related to higher satisfaction 
(Akin et al., 2012; Murphy, 2013). This reflected that with higher knowledge in financial risk 
management, the higher will the respondents feel satisfied with their financial risk management.  
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Table 5:  
Correlation Analysis Between Financial Risk Management Knowledge and Financial Risk Satisfaction 

 

 Financial Risk Satisfaction 

Financial Risk Management Knowledge Pearson Correlation .143** 

Sig. (2-tailed) .007 

**   Significant at p < 0.01 

 
By knowing more regarding how to manage their financial risk, the respondents will feel more 
satisfied with the management of their financial risk. Various aspects of knowledge are included 
regarding the financial risk management of households such as the avoidance, reduction, 
assumption and shifting risks. Having high knowledge in financial risk management means that the 
households knows how to minimise risks that they may face to avoid incurring high losses. 
 
CONCLUSION AND IMPLICATION 
The employees in this study were found to be most satisfied with their risk management regarding 
health and income. These results reflected that public sector employees are taken care of in terms 
of the expenses for health purposes as there are free health services for the employees. The 
security of job due to the permanent status of the job and the stability of income among the public 
employees contribute to the satisfaction of financial risk management in terms of income. 
Furthermore, for most of the public employees who opt for the pension scheme, there is a guarantee 
of flow of income after retirement though the amount might be reduced.  

However, the employees were found to be least satisfied with their credit risk. The risk in 
credit management is the risk of missing monthly repayment of loan or credit leading to default 
payment. The consequences of it will be the repossessions of products for hirepurchase scheme or 
the accumulated interest resulting in higher debt. Most public sector employees can make monthly 
repayment for personal loan through Biro Angkasa which are shown in the pay-slip. This method of 
repayment will reduce the credit risk. Similarly, government housing loan has lower credit risk as 
compared to bank housing loan. But most banks will minimise the risk through deduction of 
repayment through the salary account.   

Several factors were found to be significantly differentiating financial risk satisfaction among 
employees. Income, education, marital status and net worth were able to differentiate between lower 
financial risk satisfaction group and higher group. Financial risk management knowledge was found 
to be related to financial risk satisfaction. Individuals tend to be satisfied with their financial risk 
management by having higher income, education, and positive net-worth, and being married. 
Having a grasp of knowledge on financial risk management is vital in experiencing satisfaction on 
financial risk management.  

The results of this study concluded that those employees, who face high debt commitment 
and who are not highly protected against financial risks such as accident due to no insurance or 
small premium payment, will feel less satisfied with their financial risk management. This reflects 
that the protection against financial risks which are available to them such as being protected from 
risks faced during work under the Social Security Organisation (SOCSO) or being covered by group 
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insurance purchased by employers are insufficient as perceived by them. It implies the need of 
having insurance to protect them from several other financial risks not covered by the available 
schemes.  

Even though as public workers, they will most probably be facing low risk of losing jobs, 
however there is a need to have insurance protection for other financial risks. Those involved in 
risky jobs such as veterinarians or handling animals would be facing the risks of being injured while 
dealing with the animals during their work. As for now, there is no such insurance purchased for 
these employees. Due to this, they will be soughting the help from their association to have a group 
insurance regarding this kind of risk.  

As various risks are faced at any time of life with some risks are job-related risks, the 
available protection against risks are perceived as inadequate, thus the relevant government 
agencies or employers should review the available schemes to fulfill the needs of workers. Hence, 
by purchasing insurance for various purposes, they would most probably be having a peace of mind. 
In conjunction with these, insurance companies should identify the various risks faced by individuals 
especially those that are job-related and developing specific insurance policies tailored to 
employees. Currently, CUEPAC has offered insurance schemes for its members to protect against 
risks such as death due to accident with quite a low premium until retirement. However, not many of 
the public sector employees purchased these insurance policies. The employees should be aware of 
these kind of products that will benefit them in the long run.   
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