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Abstract

With traditional family-based old-age care declining due to shrinking family structures, formal financial protection for the
aging population is increasingly crucial. This is especially given the high cost of long-term care. Acknowledging the
limitations of private insurance and tax-based systems, this study explores the potential of social insurance in Malaysia by
examining factors influencing its public acceptance. Data collected from a total of 450 respondents were analyzed using
SPSS for descriptive statistics and SmartPLS for hypothesis testing. The findings revealed that knowledge-based factors
such as financial literacy and financial awareness do not exhibit a significant influence on financial attitude. In contrast,
psychological factors such as precautionary motives and trust demonstrate a significant and positive influence on financial
attitude. Furthermore, attitude emerges as a significant mediating variable that bridges the relationship between
precautionary motives and acceptance, as well as between trust and acceptance. In a nutshell, this study contributes to the
existing literature on long-term care financing from the lens of consumer behavior and offers valuable insights for
policymaking in navigating the nation’s aging population.
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1. Introduction

As a late-dividend country, Malaysia is characterized by an aging population with a low dependency ratio and a
fertility rate that is below the replacement level [1]. In 2021, Malaysia entered the category of an aging society, with more
than 7% of its population aged 65 and above. Sooner than expected, the country is projected to shift to the next phases of an
aged society and a super-aged society in 2040 and 2057, respectively [2, 3].

During this demographic phase, the ageing-related challenges are certainly inevitable. In response, respective policies
must be mapped with priority given to sustaining productivity growth while addressing the realities of an ageing population
[4]. This includes policies regarding pension, healthcare, and long-term care systems.

One pressing issue that most developing Southeast Asian countries, including Malaysia, face is the lack of robust
pension systems to prepare them for the challenges of an aging population [5, 6]. For instance, 58% of the working-age
Malaysian adults are not covered by any form of old-age protection [7]. As a consequence, the nation is ill-prepared to
provide economic and social security in an aging society, potentially leading to greater poverty risks among older adults in
the near future.

In view of the weakening traditional family-based old-age care, which is driven by the shrinking family structure, it is
evident that the role of formal old-age financial protection for the aging population is more critical now than ever. In
navigating old age, individuals will experience a decline in their physical and cognitive abilities. Research has shown that
in Malaysia, the prevalence of limitations in activities of daily living (ADL) and instrumental activities of daily living
(IADL) was 17.0% and 42.9%, respectively [8]. These findings underscore the importance of financial planning to address
the anticipated constraints of old age, especially given the substantial costs of long-term care. This may include access to
specific financial products such as long-term care insurance (LTCI), which has been used by many developed aged
countries such as Japan, South Korea, China, and Germany.

The financing structure of the LTCI system varies from one country to another. The options include private insurance,
social insurance, a general tax-based system, as well as a private-public partnership [9, 10]. In the Malaysian context,
private commercial insurance for aged care is not feasible due to the high payouts, which make it prohibitively expensive
for insurers [11]. Meanwhile, relying on the general tax-based system, as is currently practiced, will be inadequate to meet
the needs of an expanding older population. Even under the current means-tested coverage, the system has already
stretched the country’s fiscal capacity thin.

In view of these challenges, social insurance appears to be a promising option. Drawing on the success of such systems
in other countries, this study aims to explore the potential adoption of a social insurance mechanism in Malaysia by
investigating the factors influencing its acceptance as a viable mechanism to finance long-term care among the population.

2. Literature Review
2.1. Underpinning Theory and Conceptual Framework

The institutional theory offers valuable insights into social structures, norms, and shared beliefs that influence
individual behaviors [12]. Institutions thrive on three key pillars: regulative (laws and policies), normative (social
expectations), and cognitive (cultural beliefs and perceptions). The cognitive pillar emphasizes that individuals' ingrained
mental models and societal understandings influence decision-making and steering behavior beyond permissible or social
expectations. Such a cognitive aspect is important when considering the acceptance of social insurance for long-term care.
The study emphasizes that individuals' perceptions of financial literacy, financial awareness, precautionary motives, and
trust in financial systems can significantly affect individuals’ financial attitudes and the acceptance of social insurance for
long-term care.

Figure 1 below illustrates the nine hypotheses (H1 — H9) that associate the relationship of financial attitude
antecedence with the acceptance of social insurance for long-term care. In addition, financial attitude plays a mediating role
that links the mechanism between its antecedents and social insurance acceptance.
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Conceptual Framework.

2.2. Hypothesis Development
2.2.1. Financial Literacy and Financial Attitude

In the context of LTCI, financial literacy is particularly crucial as it enables individuals to evaluate insurance options,
understand policy terms, and plan for future healthcare expenses. Financial literacy involves acquiring and applying
financial knowledge and skills to make informed and effective financial decisions, ultimately enhancing financial well-
being. Within this framework, financial attitude encompasses an individual’s mindset and feelings toward financial matters,
which in turn influence their financial behaviors [13].

[14] emphasized the connection between financial literacy and financial attitudes, noting that individuals with a solid
understanding of financial concepts are more likely to develop positive financial attitudes. Those with a positive attitude
toward money tend to make better financial decisions and adopt responsible financial practices. This mindset influences
various aspects of financial behavior, including effective personal budgeting and long-term financial planning, such as
savings strategies and decisions related to long-term care insurance. Empirical evidence indicates that individuals with
elevated financial literacy are more proficient in managing immediate financial obligations and demonstrate enhanced
accountability in long-term financial planning [14-19]. Therefore, the following hypothesis is formulated:

Hi. Financial literacy has a positive effect on financial attitude toward the acceptance of social insurance for long-
term care.

2.2.2. Financial Awareness and Financial Attitude

Financial awareness in LTCI involves recognizing the importance of future healthcare costs and actively seeking
relevant financial knowledge to prepare for long-term care needs. Financial awareness involves recognizing financial
matters and actively seeking financial knowledge. It reflects an individual’s focus on financial issues to acquire relevant
knowledge and stay informed about financial practices [20]. Financial awareness has a significant influence on an
individual's financial attitude [21, 22]. A strong foundation in financial awareness enhances an individual’s ability to
evaluate risk and make prudent financial decisions regarding long-term care planning. Individuals with greater awareness
are also more likely to take proactive steps such as purchasing LTCI policies, contributing to savings plans, and engaging
in financial behaviors that ensure future financial security.

This awareness not only helps individuals understand financial concepts but also enables them to apply that knowledge
in real-life situations, improving their financial management and long-term planning. Financial awareness is closely
connected to financial attitude, which represents an individual’s mindset, opinions, and assessment of financial matters
[23]. A strong financial attitude, combined with adequate financial awareness, reduces the likelihood of errors in financial
management practices and promotes responsible financial behaviors.

Studies show that higher financial awareness is associated with increased savings balances, lower credit card
delinquency rates, and greater savings in individual retirement accounts [20]. Research also indicates that financial
awareness and satisfaction with community governance contribute positively to engagement with community facilities [24].
Furthermore, financial awareness plays a crucial role in financial inclusion by enhancing individuals’ ability to access
financial services, make informed decisions, and benefit from government initiatives [25]. Therefore, the following
hypothesis is formulated:
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H». Financial awareness has a positive effect on financial attitude toward the acceptance of social insurance for long-
term care.

2.2.3. Precautionary Motive and Financial Attitude

Precautionary motives play a significant role in shaping financial behaviors, particularly in how individuals manage
risks through their financial portfolios. This influence is evident as such motives directly inform portfolio choices, leading
individuals to allocate assets to mitigate future uncertainties [26]. This aligns with observed trends where saving motives
are strongly linked to demand for life insurance, highlighting the proactive steps individuals take in anticipation of future
financial needs [27]. Individuals who perceive higher vulnerability to risks and fear potential losses are more likely to
engage with insurance products [2]. Short-term precautionary motives might discourage some from utilizing traditional
saving intermediaries, leading many to opt for insurance as a more direct form of risk management [28].

While precautionary motives are noted to significantly influence financial attitude, the functionality of consumption
insurance to adequately cover these risks remains limited, as LUO [29]. Furthermore, the relationship between
precautionary saving motives and the effects of social insurance policies on savings may be overemphasized in the
literature. This suggests a need for a more nuanced understanding of how these motives affect financial attitudes toward
insurance coverage [30]. Therefore, the following hypothesis is formulated:

Hs. Precautionary motive has a positive effect on financial attitude toward the acceptance of social insurance for long-
term care.

2.2.4. Trust and Financial Attitude

Trust is essential for healthcare engagement, shaping patient behavior and treatment adherence. Patients who trust their
healthcare providers exhibit a greater willingness to seek care and adhere to prescribed treatments, thereby improving
treatment efficacy and participation in preventive healthcare [31]. Conversely, a deficiency in trust toward healthcare
providers and policymakers can significantly hinder the effectiveness of healthcare initiatives, reducing participation and
compliance with recommended health programs [32]. Trust is also closely linked to perceptions of provider competence,
where individuals are more likely to engage with healthcare services when they believe providers are capable of delivering
high-quality care [33]. This underscores the need for healthcare institutions and policymakers to foster trust through
transparency and consistent delivery of quality healthcare services.

In the context of LTCI, trust plays a pivotal role in influencing individuals’ decisions to enroll in such programs. The
long-term nature of LTCI often raises concerns regarding the reliability of insurers, contributing to lower adoption rates
among potential beneficiaries [34]. A lack of trust is particularly detrimental, as it reduces the likelihood of LTCI
purchases, even when individuals recognize the potential benefits of financial protection against future health risks [35].
Public trust in LTCI is closely tied to knowledge of insurance policies and satisfaction with existing schemes, emphasizing
the need for policymakers and insurance providers to enhance transparency and customer confidence [36, 37]. Ultimately,
trust remains a foundational element in ensuring successful engagement with healthcare services and financial security
mechanisms, underscoring the need for sustained efforts to enhance public confidence in these institutions. Therefore, the
following hypothesis is formulated:

Ha: Trust has a positive effect on financial attitude toward the acceptance of social insurance for long-term care.

2.2.5. Financial Attitude and Acceptance of Social Insurance for Long-Term Care

Acceptance and purchase decisions of LTCI are largely influenced by an individual's cognitive and emotional
evaluations of its necessity and benefits. These financial attitudes are shaped by several factors, including perceived need,
awareness of LTCI advantages, and broader financial considerations [15, 35, 38]. Individuals who perceive a higher need
for LTCI and understand its benefits are more likely to develop favorable attitudes toward its adoption.

Positive financial attitudes significantly influence consumers' decisions to purchase insurance products, as individuals
with favorable perceptions are more inclined to recognize the value of such products in mitigating financial risks [39].
Individuals with a proactive financial mindset are more likely to recognize the importance of securing LTCI early to
mitigate future risks associated with long-term care expenses [40]. Those who prioritize long-term financial planning are
more inclined to invest in LTCI as a means of ensuring financial security and reducing dependency on personal savings or
family support. Therefore, the following hypothesis is formulated:

Hs. Financial attitude has a positive effect on the acceptance of social insurance for long-term care.

2.2.6. Financial Attitude as Mediating Variable Influencing the Acceptance of Social Insurance for Long-Term Care
Previous sections have discussed several key antecedents to attitude. In addition to its role as a dependent variable, the
existing literature also highlights the pivotal role of attitude as a mediating variable influencing the acceptance or adoption
of a certain behavior. This mediating function is particularly prevalent in the context of technology adoption, as
documented in studies employing the Technology Acceptance Model (TAM). Drawing on the framework, Sun et al. [41]
found that attitude significantly mediates the relationship between cognitive variables and the intention to participate in
long-term care insurance in China. In another setting, attitude has also been shown to mediate the effect of financial literacy
on financial behavior [42, 43]. In the same vein, Weedige et al. [6] suggested that favorable attitudes mediate the
relationship between trust and the intention to purchase personal insurance. While there are limited studies that directly
examine the mediating role of attitudes in the relationship between financial awareness or precautionary motives and
financial behavior, existing evidence suggests individual linkages between awareness and attitude, precautionary motives
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and attitude, and attitude and behavior. This provides a compelling rationale to explore the potential mediating role of
attitude between its antecedents (financial literacy, financial awareness, precautionary motives, trust) and the acceptance of
social insurance for long-term care. Accordingly, the following hypotheses are formulated:

He. Financial attitude mediates the relationship between financial literacy and acceptance of social insurance for
long-term care.

H-. Financial attitude mediates the relationship between financial awareness and acceptance of social insurance for
long-term care.

Hg. Financial attitude mediates the relationship between precautionary motive and acceptance of social insurance for
long-term care.

Ho: Financial attitude mediates the relationship between trust and acceptance of social insurance for long-term care.

3. Methodology

The present study population consists of Malaysians aged 18-59 from five selected states in Malaysia who own at least
one life and/or health insurance. The sampling method used for the study is judgmental sampling. Six hundred hard and
soft copy survey forms were distributed to the targeted participants, and 465 responses were received, with a 77.5%
response rate. After data cleaning, 450 responses were analyzed using SPSS for descriptive statistics and SmartPLS for
hypothesis testing.

3.1. Measurement

Data collection for the present study was carried out using a survey questionnaire. The questionnaire was developed by
adapting previously established items in the literature. The study used six variables: financial literacy, financial awareness,
precautionary motives, trust, financial attitude, and long-term care insurance acceptance, measured using a five-point Likert
scale ranging from 1 (strongly disagree) to 5 (strongly agree). The questionnaire items were adapted from previous
literature, namely [26, 44-48].

3.2. Data Analysis

Data analysis consisted of two steps: descriptive statistics and multiple regression analysis. To examine the
relationships between multiple variables and evaluate them simultaneously, the structural equation modeling (SEM)
approach, specifically partial least squares structural equation modeling (PLS-SEM), is used in this study due to the
explanatory-predictive nature of the study [49]. The first stage of data analysis begins with assessing the measurement
model, which includes evaluating the constructs’ reliability and validity, namely composite reliability, convergent validity
assessed by using average variance extracted (AVE), and discriminant validity assessed by using the Heterotrait-Monotrait
ratio of correlations (HTMT) [50]. The second stage of data analysis focuses on assessing the structural model. This
involves examining the strength and significance of the relationships between exogenous and endogenous variables,
assessed using path coefficients. To examine the extent of the influence of exogenous variables on the change in
endogenous variables, R-squared (R2) was tested [51].

4. Results
4.1. Demographic Profiling

Table 1 lists all the demographic profiles, such as the respondent’s current state, gender, age, occupation sector, marital
status, ethnicity, education level, and income level.
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Table 1.
Demographic Profiles.
Category Frequency | Percentage
State Selangor 143 31.8
Kuala Lumpur 80 17.8
Johor 70 15.6
Penang 69 15.3
Perak 88 19.6
Gender Male 190 42.2
Female 260 57.8
Age 18-24 65 14.4
25-34 150 333
35-44 173 384
45 - 54 56 12.4
55-59 6 1.3
Occupation sector Public sector 91 20.2
Private sector 240 533
Self-employed 46 10.2
Unemployed 18 4.0
Student 55 12.2
Marital status Single (never married) 193 42.9
Married 247 54.9
Divorced 10 2.2
Ethnicity Malay 175 38.9
Chinese 243 54.0
Indian 20 4.4
Others 12 2.7
Education level Secondary / High school 49 10.9
Diploma or the equivalent 57 12.7
Undergraduate 184 40.9
Postgraduate 159 35.3
Others 1 0.2
Monthly income RMO - RM4849 226 50.2
RM4850 - RM10959 170 37.8
RM10960 and above 54 12.0
Do you have an elderly to care for at home? Yes 243 54.0
No 207 46.0

4.2. Measurement Model Assessment

All constructs were evaluated in reflective construct mode. The essential assessments for the measurement model
include latent variable internal consistency, convergent validity, and discriminant validity [49]. Table 2 presents the first
two assessments, with composite reliability being above 0.7, which is considered acceptable for internal consistency.
Convergent validity was evaluated using the factor loadings and average variance extracted (AVE). The outer loadings
exceeded the threshold value of 0.7 and ranged from 0.767 to 0.983, and four items (FA3, FAT1, FAT3, & T6) were
deleted due to low outer loading. The AVE values were above the minimum of 0.5, thus indicating sufficient convergent
validity.
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Table 2.
Convergent Validity of Constructs.
Construct Construct Acronym | Factor Loading | Composite Reliability | AVE
Long-term Care Insurance Al 0.868 0.937 0.795
Acceptance A2 0.928
(A) A3 0.911

A4 0.873

AS 0.877
Financial Awareness FA1 0.983 0.966 0.899
(FA) FA2 0.956

FA4 0.931

FAS 0.920
Financial Attitude FAT2 0.858 0.794 0.711
(FAT) FAT4 0.767

FATS 0.899
Financial Literacy FL1 0.831 0.901 0.698
(FL) FL2 0.859

FL3 0.800

FL4 0.878

FL5 0.806
Precautionary Motives PM1 0.839 0.897 0.704
(PM) PM2 0.888

PM3 0.791

PM4 0.857

PMS5 0.817
Trust T1 0.799 0.891 0.656

T2 0.822

T3 0.819

T4 0.787

T5 0.822

Next, Table 3 shows that the heterotrait-monotrait (HTMT) ratio confirmed each construct’s discriminant validity since
all the values were less than 0.85 [52]. Therefore, it indicates that the measurement model meets validity conditions.

Table 3.
Discriminant Validity of Latent Constructs (HTMT) Matrix.
A FA FAT FL PM T
A
FA 0.370
FAT 0.433 0.459
FL 0.430 0.525 0.413
PM 0.485 0.579 0.696 0.460
T 0.533 0.294 0.318 0.480 0.235

Note: A = long-term care insurance acceptance; FA = financial Awareness; FAT = financial attitude; FL = financial literacy; PM = precautionary motives; T = trust

4.3. Structural Model Assessment

Table 4 indicates the result of the path analysis. There were two insignificant paths and three significant paths. The
results posited that precautionary motives ($=0.494, t=7.927, p<0.05), and trust ($=0.122, t=2.955, p<0.05) were positively
related to desire. In contrast, financial literacy ($=0.068, t=1.545, p>0.05) and financial awareness ($=0.075, t=1.270,
p>0.05) were not significantly related to financial attitude. Thus, hypotheses 3 and 4 were supported by data, but
hypotheses 1 and 2 were not supported. Apart from this, financial attitude ($=0.382, t=7.935, p<0.05) was positively related
to long-term care insurance acceptance. Hence, hypothesis 5 was supported by data. Furthermore, the R? values indicate
that 38.1 percent of the variation in financial attitude was explained by financial literacy, financial awareness,
precautionary motives, and trust, while only 14.6% of the variation in long-term care insurance acceptance was explained
by financial attitude.
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Table 4.

Structural Model Assessment Results.
Hypothesis Path Coefficient T Statistics P-Value Results
H1: FL &> FAT 0.068 1.545 0.061 Not Supported
H2: FA 2 FAT 0.075 1.270 0.102 Not Supported
H3: PM—> FAT 0.494 7.927 0.000 Supported
H4: T > FAT 0.122 2.955 0.002 Supported
H5:FAT 2 A 0.382 7.935 0.000 Supported

Note: A = long-term care insurance acceptance; FA = financial awareness; FAT = financial attitude; FL = financial literacy; PM = precautionary motives; T = trust.

The indirect effects are displayed in Table 5. The findings suggest that the financial attitude toward long-term care
insurance is a crucial mediator in the relationship between precautionary motives and long-term care insurance acceptance,
as well as the trust in long-term care insurance and its acceptance. Consequently, the results support H6 and H7.

Table 5.

Hypotheses with Mediation.
Hypothesis Path Coefficient T Statistics P-Value Results
H4:FL 2> FAT 2 A 0.026 1.484 0.069 Not Supported
H5: FA 2> FAT 2 A 0.029 1.267 0.103 Not Supported
H6: PM—> FAT 2> A 0.189 4.634 0.000 Supported
H7:T2>FAT2> A 0.047 2.545 0.005 Supported

Note: A = long-term care insurance acceptance; FA = financial awareness; FAT = financial attitude; FL = financial literacy; PM = precautionary motives;
T = trust.

5. Discussion

This study presents noteworthy findings whereby knowledge-based factors such as financial literacy and financial
awareness do not exhibit a significant influence on financial attitude. In contrast, psychological factors such as
precautionary motives and trust demonstrate a significant and positive influence on financial attitude.

The significance of precautionary motives as an antecedent to attitude suggests that fear and concern play a prominent
role in shaping individuals’ attitudes toward social insurance for long-term care. This effect is likely amplified in contexts
involving abstract and uncertain issues such as long-term and elderly care, particularly when the associated financial
implications are substantial.

Meanwhile, as another critical factor, trust will inherently develop positive attitudes towards social insurance plans. In
contrast, a lack of trust often leads to pessimism, adverse perceptions, and ultimately negative attitudes. Undeniably, trust
lays a strong foundation that facilitates individuals’ willingness to engage in financial instruments for healthcare services.
Consequently, this highlights the importance of strategic efforts to enhance public trust and confidence in the designated
provider of social long-term care insurance.

This study finds that attitude plays a pivotal role in influencing public acceptance of social insurance for long-term
care financing. Furthermore, attitude emerges as a significant mediating variable that bridges the relationship between
precautionary motives and acceptance, as well as between trust and acceptance. These results underscore the importance of
policymakers to focus on initiatives that cultivate positive attitudes toward such long-term care financing plans in order to
increase the acceptance rate among the public.

These findings offer a valuable perspective, particularly in the context of public acceptance of social insurance for
long-term care financing. First, it is important to note that the concept of social insurance for long-term care financing
remains relatively unfamiliar to most Malaysians. Second, although the aging population has led to a growing number of
individuals becoming caregivers to their frail elderly family members, those with direct first-hand caregiving experience
are relatively limited. These scenarios provide plausible explanations for the limited impact of knowledge-based factors on
financial attitudes and, hence, the public acceptance of social long-term care insurance. It also lends support to existing
literature in emerging markets, which suggests that people are more motivated to act when they are emotionally invested,
rather than solely guided by information [53].

In assessing new financial instruments (in this context, social insurance for long-term care), the above findings indicate
that in early-stage markets, the psychological factors, such as precautionary motives and trust, tend to outweigh the
informational factors. It further highlights that human behavior is not purely rational. In the context of long-term and
elderly care in this study, emotional considerations appear to play a more central role in shaping attitudes and influencing
acceptance.

6. Implications and Limitations

This study carries significant policy implications for countries undergoing demographic transition due to population
aging. The relevance is particularly pronounced for emerging countries, such as Malaysia, which is concurrently facing
fiscal constraints in managing rising healthcare expenditures. With projections highlighting a further increase in these costs,
it is timely for the country to explore strategic solutions to address the challenge. Drawing lessons from developed
countries that have experienced the aging phase, the implementation of social long-term care insurance emerges as a
feasible policy option. In view of this, this study offers timely and relevant insights that can inform policymakers in
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considering the adoption of social insurance mechanisms to support long-term care financing for the Malaysian population.
However, this study is not without limitations, mainly the respondents’ limited exposure to the concept of social long-term
care insurance. To mitigate potential bias, the concept was introduced in simple language on the front page of the
questionnaire. This was done to ensure that respondents had a basic understanding of the subject matter before completing
the survey.

7. Conclusion

Based on the findings, this study concludes that if the social long-term care insurance were to be introduced as part of
the national social security system, it is crucial for policymakers to devise initiatives aimed at fostering positive attitudes
among citizens toward this form of insurance. This is particularly important given that attitude was found to significantly
influence acceptance. Admittedly, cultivating the required positive attitudes may be challenging. However, the study also
reveals that psychological factors such as the precautionary motive and trust are more salient, reinforcing the notion that
emotional factors often play a central role in shaping attitudes toward complex and unfamiliar financial products.

Therefore, a strategic approach would be to design the insurance scheme in a way that addresses the public’s
precautionary concerns and builds trust in the system. Although this study did not find financial literacy and awareness to
have a significant influence on attitudes, likely due to the novelty of the concept, such knowledge-based factors are
expected to become increasingly crucial in the long run. Accordingly, efforts to address precautionary motives and trust
should be complemented by initiatives to enhance financial literacy and public awareness of social long-term care
insurance.

As one of the early studies exploring the viability of social insurance for long-term care financing in Malaysia, this
research lays the groundwork for further research in this area. For instance, future research could examine other
determinants, such as perceived affordability of contributions, which is likely to be a factor for public acceptance. In
addition, a qualitative research approach could offer more in-depth insights into public acceptance of social long-term care
insurance. In a nutshell, this study contributes to the existing literature on long-term care financing from the lens of
consumer behavior and offers valuable insights for policymaking in navigating Malaysia’s aging population.
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