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ABSTRACT

Over-indebtedness has become a major concern throughout the world, yet there is
limited research on the phenomenon especially from the standpoint of the borrower
which has been identified as the source of the problem. As such, this study aims to
investigate the determinants of over-indebtedness as well as to test the mediation
effect of materialism towards over-indebtedness. Using the Social Cognitive Theory
and Life Cycle Hypothesis as the underpinning theories, this study developed a
research framework based on the integration of external (lending institutions practice),
personal (materialism and self-efficacy) and behavioural factors (money management
skills), along with the mediating effect of materialism towards over-indebtedness in
the research model. The stratified random sampling method is used to obtain data
from AKPK's Debt Management Program (DMP) participants. A total of 404 usable
questionnaires are collected using the online survey method and analysed using Partial
Least Square SEM (PLS-SEM). From the analysis, seven out of the ten hypotheses are
supported while all the three hypotheses relating to self-efficacy are not supported. In
particular, materialism, lending institutions practice and money management skills are
found to have a significant effect on over-indebtedness; on the other hand, self-
efficacy is found to be insignificant. Moreover, lending institutions practice and
money management skills have a significant relationship with materialism while self-
efficacy demonstrated otherwise. This study also found that materialism mediated the
relationship between lending institutions practice and money management skills with
over-indebtedness, but it did not mediate the relationship between self-efficacy and
over-indebtedness. The findings support the life cycle hypothesis, which states that
people have more debt when they are young, and that individual behavioural
outcomes are influenced by internal, behavioural, and personal factors as indicated by
the Social Cognitive Theory. This study's findings provide a substantial contribution
towards addressing knowledge gaps in the existing literature. Furthermore, the
findings are helpful in promoting the efforts of AKPK and other government agencies
in alleviating Malaysia's over-indebtedness problem. It is hoped that the findings of
this study could serve as a guideline for lending institutions in identifying the debt
level of their prospective borrowers during the loan evaluation process, and hence
prevent future defaults as well as reduce the over-indebtedness problem in this
country.



ACKNOWLEDGEMENT

Grateful to Allah SWT and His Messenger Muhammad SAW.

My deepest appreciation goes to my supervisor, Dr Fahmi Abdul Rahim and the co-
supervisor, Professor Dr. Shafinar Ismail, who have provided me with guidance,
assistance and support throughout my study period. My gratitude goes to the Agensi
Kaunseling dan Pengurusan Kredit (AKPK); En Saiful, Head of AKPK Melaka, En
Khalil, Head of Corporate Department, En Hafazil, Head of DMP, En Muzammil and
his crewmembers who provided assistance during purifying instruments and data
collection.

Next, I acknowledge the people who mean a lot to me; my parents, Ruzaidah Ramly
and Idris Ahmad who have provided me with endless support, encouragement, and
continuous prayers throughout my study. My lovely three kids (Baihaqi, Bukhari,
Alya) who have sacrifices lot, my supportive husband, and my siblings who always
stood by me in times of need.

Lastly, 1 would like to express my appreciation to all my colleagues and friends, who
has been very helpful in giving thoughtful ideas to improve this thesis. Thank you for
the kindness, thoughts, comments, and prayers. May Allah SWT rewards all of you
with His blessings and ‘redha’ Aamiin.

Thank you.



TABLE OF CONTENTS

CONFIRMATION BY PANEL OF EXAMINERS
AUTHOR’S DECLARATION

ABSTRACT

ACKNOWLEDGEMENT
TABLE OF CONTENTS
LIST OF TABLES

LIST OF FIGURES

LIST OF SYMBOLS

LIST OF ABBREVIATIONS

CHAPTER ONE INTRODUCTION

1.1
1.2
13
14
1.5
1.6
1.7

1.8
1.9

Preamble
Background of the Study

Over-Indebtedness in Malaysia

Problem Statement

Research Objectives

Research Questions

Significance of Study

171
1.7.2
1.7.3

Theoretical Contributions
Methodological Contributions

Practical Contributions

Scope of Study

Definitions of terms

19.1
19.2
193
194
195
1.9.6

Over-indebtedness

Materialism

Lending Institutions’ Practice

Money Management Skills
Self-efficacy

Debt Management Programme (DMP)

Vi

Page

Vi
Xi
xiii
XV

XVi

©® Ul Rk R

12
12
13
13
14
15
17
18
18
18
18
19
19
19





