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ABSTRACT 

The purpose of this research are to explore the financial distress among college students, to 

identify the factors of financial distress and the consequences. Six college students from Faculty 

of Cognitive Sciences and Human Development UNIMAS were interviewed using semi-

structured interview virtually. The findings revealed the themes of factors of their financial 

distress such as personal problems, financial literacy and living expenses. The themes of 

consequences and effect such as negative emotion, physical health and future debt. The Positive 

Psychology PERMA Model was discussed to explain the wellbeing of the participant. This study 

could have further implications on the understanding of the college student’s burden financially 

and may open a new perspective on how to ease these burden. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

ABSTRAK 

Tujuan penyelidikan ini adalah untuk meneroka masalah kewangan di kalangan pelajar kolej, 

untuk mengenal pasti faktor-faktor masalah kewangan dan akibatnya. Enam pelajar kolej dari 

Fakulti Sains Kognitif dan Pembangunan Manusia UNIMAS ditemu ramah menggunakan temu 

ramah separa berstruktur hampir. Hasil kajian mendapati tema faktor kesusahan kewangan 

mereka seperti masalah peribadi, celik kewangan dan perbelanjaan hidup. Tema akibat dan kesan 

seperti emosi negatif, kesihatan fizikal dan hutang masa depan. Model PERMA Psikologi Positif 

telah dibincangkan untuk menjelaskan kesejahteraan peserta. Kajian ini boleh memberi implikasi 

lebih lanjut terhadap pemahaman beban pelajar kolej secara kewangan dan dapat membuka 

perspektif baru mengenai bagaimana untuk meringankan beban ini. 
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Chapter 1 

 INTRODUCTION 

This chapter will discuss in details about research foundation. This chapter contains background 

of the study, statement of problems, research objective, research questions, the definition of 

terms used in this study, research frameworks, significant of the study and the limitations of this 

study. 

1.1 Background of study 

Students wellness especially university students is a vital matter on college campuses around the 

world as higher education stage and student life administrators are getting increasingly 

concerned with stress state among students. (Letkiewicz, 2014) stated that stress has been proof 

and shown to negatively impact on student performance and also student persistence towards 

their study. According to data that was released by Public Health Malaysia official website in 

2016 show that 1 out 5 students in Malaysia are having mental issue including minor and major 

depression and anxiety disorder. The frequency of mental health issues in Malaysia has tripled 

from 10.7% in 1996 to 29.2% in 2016 (Chua, 2020).  

To be more specific, emergence of stress from financial distress is worth exploring in more 

specific and detail as the challenge of college students suffered regarding the growing burden of 

financial difficulties. Research that is related with sources of student’s stress confirms that 

personal financial problems play a significant role in the lives of college students. Studies such 

as (Northern, O’Brien, & Goetz, 2010; Ross, Niebling, & Heckert, 1999) said that financial 

distress is most common cited among college students as source of student pressure and stress.  
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In fact, latest research from Inceptia which is well known as non-profit financial education 

discover one severe information which is four among the top five stressors among college 

students are related to financial distress or problems related to personal finance (Trombitas, 

2012). Even though problems related financial distress has been well-documented, much less is 

known about factors and consequences related to financial distress among college students and 

this study aims to fill this gap in the literature by analyzing and discussing in depth the factors 

and financial distress consequences that can happen to college students.  

That being said, in this study, the researchers chose to use a different method for the collection of 

primary data using a qualitative approach. As a study of understanding financial distress among 

students, numerous researchers in a related area strongly support the concept of gathering data 

using a qualitative method. Examples of the researches are: “Why Qualitative and Ethnographic 

Methods Are Essential for Understanding Family Life” by (Zaspa, 2014) 

Students often suffer from financial distress when they face difficulties in generating income to 

pay for their daily spending or other commitments such as college fee, house rent, food, transport 

and learning material is a vital aspect to look out in other college student to survive in college. 

With the cost of college on the rise across all over the world specifically in Malaysia, many 

universities administrators and educators are concerned about potential effect of financial 

distress on student outcomes. 

According to Rice (1999), stress can be defined on the basis of three components; the first is the 

stimulus of an event or the environment of a person who feels depressed. In other words, it 

means the influence of the external. Second, consumer stress on reciprocity, emotional, defensive 

and responsive mechanisms tend to occur in a person. All of these internal processes produce 

mental maturity, and mental stress creates tension as well. Thirdly, it is stress that the physical 

reactions of the body are having an effect. Chronic stress means that stressful experiences such 

as fatigue, illness and death occur. 

Lahey (2001) defines stress as an unused condition and an unhealthy threat to a person. 

According to McNamara (2000), high level of stress has been associated with increase in 

student’s likelihood of dropping out, stopping out or reducing their course load. Stress and 

depression have been constantly linked to mental effects. An optimal level of stress can enhance 



 
 

12 
 

student learning motivations while excess of stress can cause health problems. A severe level of 

stress pressure can have negative effect on cognitive functioning and learning (Stults-

Kolehmainen &amp; Sinha, 2014).  This is a vital step in understanding the causes, factors and 

consequences that associated with financial distress among college students and also will 

precious information to all universities administrators worldwide since we all concerned about 

our student’s persistence and more important our graduations rates, understanding all this can 

help us in quickly identify at-risk students and guide efforts in helping and to overcome financial 

distress among student 

1.2 Statement of problems  

According to Mcloud and Bann (2018) current research focuses more on debt worry and mental 

health of an individual, they have gathered around 1272 studies- 9 met the inclusion area; four 

out of five studies were all related to debt worry and financial concern with mental health. 

Therefore, more researchers need to explore in deep about other factors that lead to financial 

distress. The researcher focuses more on the other important financial distress factors such as 

personal, financial literacy and living expenses.  

According to Sakinah (2020) college student mental health are in critical state and what worst is 

their voice and complaint are not being heard and be taken lightly by their family and local 

authorities. She also stated that the number of reported suicidal cases among students has been 

increasing over the years and the age of students who attempt to commit suicide is getting 

younger. There are a lot of reasons why this happen and family’s financial problem is among the 

major reasons. Therefore, the researcher believes that by doing this study can help to get a better 

attention from the authorities and public attention. 

Money is required for college students to pay their college fees, commitment and living 

expenses. Relationship between mental illness and financial problems is becoming more and 

more apparent. Department of Statistics official portal Malaysia stated that 68.9% citizen in 

Malaysia is a worker and creates a stable income each month. Sadly, college students are not in 

this category, college students are in outside labor force which means most students are 

unemployed and does not create stable income stream to accommodate all of their expenses each 

month. Thus, researcher focuses more on the detail about living expenses and commitment by 

college students which help to understand them better. 
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According to Allana (2019), American college students are having huge financial crisis over past 

few years and the main reason is student loan debt, the national total student debt is now over 1.5 

trillion dollars with average of 29,800 dollars per student. Allana stated that most of the loan was 

used for paying college fees and tuition. This shows how huge this crisis has been and this will 

surely bring negative impact for the students. Luckily in Malaysia, the fees for college are quite 

cheap and affordable. According to Unienrol (2020), Universities in Malaysia are 3 times 

cheaper than universities in Australia and America for a total cost annually, however Malaysian 

student are still having financial problems and difficulties due to other factors of financial 

distress and not just because student debt on college fees and tuition (Mcloud, 2018) 

Apart from that, according to Muzamir (2020) a high level of stress faced by college students 

may have negative effect on their cognitive functioning and learning. Financial pressure that 

college students are facing through their studies may harm their learning ability. Furthermore, in 

this research paper, the researcher will emphasize more on the PERMA model in which is in the 

theory of Positive Psychology that constitute the component of wellbeing 

1.3 objectives 

1) To identify the factors of financial distress among students 

2) To understand the financial distress consequences to students 

3) To explore the styles of spending among students 

4) To identify support system among students 
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1.4 Research framework 

 

Figure 1: Research Framework 

Form the context of financial distress among student in the faculty of Cognitive Science and 

Human Development UNIMAS (FCSHD), the researcher will focus on issues financial distress 

factors, financial distress consequences towards the students and the positive psychology 

approach by Seligman related to students well-being. 
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1.4 Definition of terms     

 

1.4.1 Financial  

Conceptual definition: 

According to Oxford learning dictionary (2020), Financial defined as something that related with 

money and finance. 

Operational definition: 

Financial is a major topic in this research that aims to study and understand deeper about 

student’s financial situations. 

1.4.2 Distress 

Conceptual definition: 

According to Oxford Learning Dictionary (2020), distress defined as a feeling of great worry or 

unhappiness 

Operational definition: 

Distress terms are used in this study to show the severe pressure in mental health among the 

college students. 

1.4.3 Financial literacy 

Conceptual definition: 

According to Fernando from Investopedia (2020), financial literacy defined as the ability to 

understand and effectively use various financial skills, including personal financial management, 

budgeting and investing. 

Operational definition: 

Financial literacy is used in this study to understand the level of financial knowledge among 

students.                                                           
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1.5 Significance of the study  

This study is essential because it gives readers with information and understanding into the 

challenge of financial distress faced by college students. This study may help the public to 

understand life from the perspective of college students. Society will be better informed about 

financial difficulties and stress issues, so that they can be better handled and better managed in 

overcoming their financial distress. 

Next, this study can be applied in future research. The topic of financial distress among college 

students need to be studied more so that next generation can benefit from the studies. Besides 

that, the understanding of financial distress should be further discussed, because there is always a 

hope of getting new theories and ideas. This study will be a guideline to other researchers who 

would also carry out the same research in the future. 

The findings of this study can become a new knowledge and information to all college students 

so that it can ease their financial and mental problems. 

Last but not least, this study has the potential to help the government and any other authorities to 

get rough information about financial distress among college students, in consequences, the data 

would allow government or authorities in providing aid fund or any other initiative to help ease 

the burden of college students. 
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1.6 Limitations of the study  

There are a few limitations in this study, first and foremost is the participant that take part in this 

study are small in numbers and it is selected participants. Thus considering the fact that the 

respondents are selected and small in numbers, the results might not be presents any populations 

and it is just a personal response toward the study.  

Next, the focus on this study on the aspect view of degree students in Faculty of Cognitive 

Sciences and Human Development only and not covering any foundation, master and PhD as 

well as International students as a whole. 

In addition, there might be a questions that participant does not answer frankly and truthfully. 

Moreover, the presence of subjectivity is tough to avoid. Thus, the participants that are 

comfortable and trust the researcher might share their opinion and point of view in more detailed 

and the participants who did not trust or comfortable with the researcher might only share their 

opinion on the surface only.  

Subsequently, the findings of the research are restricted to the sample size only. This will reduce 

the researcher's ability to obtain the required information. As a result of the study, there will be 

limited capacity to generalize the findings of this research. 

Last but not least, the transcript process which is the researcher need to write every single word 

from the interview session might take a longer period of time to be completed hence the time 

period to finish the study will be longer. 
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Chapter 2 

LITERATURE REVIEW 

 

 

 

 

 

2.1 Introduction 

The purpose of this literature review is to provide the reader with a general overview of financial 

distress among student. It is important as it introduces the draft and the framework that highlight 

the main focus of the research.  

What makes financial literacy such a challenging factor to evaluate is that a clearly defined 

operational definition has not yet been developed. It takes an ambiguous term or concept and 

makes it tangible in practical ways (Remind, 2010). That said however, there have only been a 
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few concepts of financial literacy proposed by various scholars who study closely the impact of 

financial literacy on college students. 

Adulthood stage is usually associated with mental health risk problems. It is also a stage of life 

where typically marked by an increase of financial responsibility and living expenses that require 

a lot of commitment. University students are among those that need to be aware of their financial 

matter and their mental health  

Research from the past that link with college student’s mental health suggested and highly 

recommend future research should be focus more on the study of financial and psychological 

wellbeing of any college students and it should be prioritize (Roberts, 2000), He also identified 

that there is a significant relationship between adverse financial situations of any college students 

and the negative impact towards their mental health and physical health. Financial stressor which 

means factors that lead to financial distress state were correlate with increased of anxiety and 

depression levels among college students in the United Kingdom (Andrews & Wilding, 2004). 

Financial stress has also been linked to academic performance (Joo, & Grable, 2008). Lastly, 

college students who leave their academic programs prior to finishing due to financial strain 

reported poorer psychological health.  
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2.2 Financial distress in general 

The term Financial or finance can be defined as the finances or financial situation of an 

organization or an individual as stated in Dictionary Oxford language website. The term distress 

or stress can be defined as a feedback of an individual towards his or her environment (Piko, 

2006). An individual could experience stress if he or she perceives negatively towards 

environment vice versa.  

Financial distress generally defines as an organization or an individual that is not capable to 

honoring its financial commitments as a result of inadequate sales. It is usually because of high 

fixed living costs, improper planning, bad budgeting and other various financial problems.  

Financial distress refers to the stress caused by a personal financial circumstance in, family and 

other various financial conditions (Delafrooz & Paim, 2011). Thus in this research, students can 

suffer to financial distress if he or she are not capable to manage their financial matter and it put 

severe pressure to the students and they perceive negatively towards the problem which is 

financial problems and this lead to stress called financial distress. 

According to (O’Neill, B, 2006), financial distress can be considered as a subjective 

phenomenon. Two individual with the similar level of earnings each month and economic 

resources may have different level of perceived financial distress and financial well-being. It is 

the same with students, as each of them is different and have different of financial distress 

tolerance level, Although, there are a lot of factors and Reason that will trigger financial distress 

to an individual in general, and according (Ware, 2015) that the two major causes of financial 

distress are poverty and uncontrollable financial distress.  

Financial distress could emerge from a lack of responsibility, such as improper planning, poor 

budget management and poor management of financial resources. This research can lead to 

understand deeper the factors and reason on student’s financial distress topic. In addition, can 

provide method to improve to be better in handling and overcome financial distress problem. 
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2.3 Malaysia’s economic status 

The second section of the review will outline the current financial situation in Malaysia, which 

will define the specific financial situation of the student. This includes the financial crisis in 

Malaysia, the student financial situation at universities in general, and other related issues. 

In the aftermath of the crisis and pandemic that hit such as Asian Financial Crisis 1998, Global 

Financial Crisis 2008, Europe Sovereign Debt Crisis 2012 and Coronavirus disease 2019 

(COVID-19). 18 Mac 2020 Malaysian Prime Minister Tan Sri Muhyiddin Yassin stated that 

Malaysia state lost estimate RM2.4billion in just one day during Movement Control Order 

(MCO) (Ruzki, 2020).  

Between 2015 and 2019, approximately 84,805 Malaysians were declared bankrupt. On the basis 

of the figures provided by the Insolvency Department, people under the age of 34 accounted for 

26% of the bankruptcies. Bank Negara Malaysia (BNM) Assistant Governor Nazrul Hisyam 

Mohd Noh said that 47% of young Malaysians across the country have a high level of credit card 

debt. Much of the bankruptcies are largely due to the capacity to cope the debt of installment 

payments, personal loans, and credit card debt. (Mohamad, 2020). Keep in mind that age below 

34 are mostly people who are still in Universities or still learning in other institutions. This 

shows how bad current financial situation in our country and it affect the people of Malaysian in 

all categories especially unemployed people such as students. 30,000 people lost their occupation 

while 10,000 Malaysian citizens are in unpaid leave (Bernama, 2020). To make things worse, a 

research has been done during Movement Control Order (MCO) to find out the severity 

depression and anxiety level among Malaysian citizen. According to (Azuddin, 2020), as many 

1103 participants took part in the study that was performed via an online survey, distributed by 

using snowball sampling method, between 5 April and 10 April 2020. The DASS-21 

methodology was employed to quantify mental health.  

The DASS-21 questionnaire is used to evaluate the mental depression, anxiety and stress. The 

scores of the DASS-21 questionnaire responses for each emotional state can be categorized into 

different levels. Severity ranging from averaged, mild, moderate, severe to extremely serious. 
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Figure 2: DASS-21 Scale 

The result showed 48% of the participants reporting high level of varying levels of anxiety and 

depression and 34% reporting varying level of stress. Moreover, participants from 18-24 and 25-

34 age groups reported up to three times more sign of severe and extremely severe negative 

emotions, keep in mind that this age group is mostly students in universities or in other 

institutions.  

Financial distress keeps giving pressure to all Malaysian’s people as the employment 

opportunities decline and income instability of Malaysia’s households and all these are important 

issues facing all category of people especially college students. Endut and Hua (2009) stated that, 

in upcoming years’ households will be more concerned about their financial matters. Consumer 

debt keep increasing much faster that rate of inflation and household debt grew at more moderate 

pace of 7.9% in 2007. 

Endut and Hua (2009) also stated that main factors of Malaysian’s household financial problems 

factors are from overuse of their credit card, overspending, inadequate shopping and spending 

skills, low salary and lack knowledge about money and overspending. Relate this with research 

by Visa (2011), gathering the opinions of participants between ages of 18 to 28 across Malaysia, 

the result shows that most of them have excessive debts, struggling to make debts payment and 

always worrying about the problem, keep in mind this age is from college students’ age category. 

There were almost 25 thousands of people in this category have declared bankrupt and this 

number keep increasing year by year (The Sun, 2015). 
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Apart from that, the researcher decided to gather data from participants who are coming from 

B40 level family to understand deeper about their financial situation. This decision is made 

because there are abundance participants available from B40 families in the faculty of Cognitive 

Science and Human Development thus it helps researcher to gather raw data with ease. This 

research targeted the bottom 40 percent (B40) group income earners with monthly income of less 

than RM4850 (Hoyyan, 2020).  

According to the statistics in Malaysia, the authorities labeled our populace into 3 main 

categories based on total family income per month, which are Bottom B40 (low income), 

Medium M40 (average income), and Top T20 (high income) (Hoyyan, 2020). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


