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Abstract Household financial decision-making process is an important issue as it has
shown to have implications on key development outcomes such as child health and edu-
cation, nutrition, expenditure, and allocation of labor. Women’s ability to have control over
household finances and decisions also reflects, to some extent, their level of empowerment.
This study focuses on the effect of ethnicity on decision making in a household. There is
relatively limited research in this area and data obtained from households in Malaysia, a
multi-ethnic and multi-cultural country, provides an opportunity for an in-depth exami-
nation of the ethnic dimension. The data is obtained from a random survey of 672
Malaysian urban households of which the selection of sample was strictly determined by
the Department of Statistics Malaysia to ensure randomness. The findings show that there
are differences across households of different ethnicity. Chinese households are found to
be more traditional and patriarchal where decisions on household financial matters are
more husband-dominated. Education contributes positively in giving women more control
over household finances and decision-making. The results of the study highlight the
importance of ethnicity in determining the level of household bargaining and decision-
making power which has implications on strategies in marketing as well as national pol-
icies. Thus, any substantive and policy inferences in relations to women’s empowerment
must take into account the socio-cultural aspects, rather than based on overall national
level analyses. The finding that education plays a significant role in empowering women is
a positive outcome. With more Malaysian women attaining higher levels of education and
becoming part of the workforce, their level of empowerment and wellbeing will improve
and consequently provide a positive impact on key development outcomes of the country.
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1 Introduction

The study of financial decision-making processes within a household is important as it is
argued that they have implications on key development outcomes. Empirical studies have
shown that decisions and outcomes in a household such as child health and education,
nutrition, and expenditures for different goods and services depend strongly on whether its
income is controlled by the husband or the wife (see Thomas 1994; Lundberg et al. 1997;
Phipps and Burton 1998; Duflo 2003). Decisions within a household that are influenced by
the women’s bargaining power also impact household production, such as allocation of
labor across various activities, including household chores, agricultural work, and wage
work (Doss 2011). Studies such as OlaOlorun and Hindin (2014), Bankole (1995), Schultz
(1990) and Klawon and Tiefenthaler (2001) find that women’s bargaining power in a
household affects fertility decisions, while Story and Burgard (2012) indicate that it affects
utilization of maternal health services. Intra-household decision making has also been
shown to have an influence on savings (Seguino and Floro 2003). Qian (2008) reports that
female income as a share of total household income in Chinese rural households has
significant positive impact on the survival rates for girls, and on the educational attainment
of children.

However, based on their theoretical model, Doepke and Tertilt (2014) demonstrate that
targeting transfers to women may hurt growth in economies where physical capital
accumulation is the main engine of growth. It makes good economic policy if the economy
relies mostly on human capital. Nonetheless, empowering women is a worthy cause in its
own right as the role women play in decision making and their bargaining power in the
household impact their own well-being. Women’s ability to make choices related to their
daily life which includes control over household finances and decision-making reflects
their level of empowerment (Boateng et al. 2014).

There are various factors that are related to women’s bargaining power such as wealth
(Gummerson and Schneider 2013) and income (Lee and Beatty 2002; Burgoyne and
Morison 1997; Laurie and Rose 1994; Goode et al. 1998; Pahl 1995, 2000; Vogler and Pahl
1993, 1994; Yilmazer and Lyons 2010; Malone et al. 2010; Carlsson et al. 2013). Al-
Mamun et al. (2014) shows that microcredit programs to increase the income of poor
women in urban areas in Malaysia contribute positively to their role in household decision
making and empowerment. Education, employment and age are also found to be associated
with the level of decision-making power (Jianakoplos and Bernasek 2008; Boateng et al.
2014; Sinha 2012; Hou and Ma 2013). Other studies have shown that variations in family
structure result in differences in household decision making (McConocha et al. 1993;
Razzouk et al. 2007; Woolley 2003; Yusof and Duasa 2010). Ngenzebuke et al. (2014)
finds that kinship network characteristics are significant factors of within household
decision-making power. In addition, ethnicity and culture also plays a significant role as
studies have shown that there are differences in household decision-making process across
ethnic and cultural groups (Ford et al. 1995; Stafford and Ganesh 1996; Xia et al. 2006;
Kritz and Makinwa-Adebusoye 1999).

Despite the considerable research on household financial decision making, there is
relatively limited number of studies that examine the effect of culture or ethnicity on
decision-making behavior. This paper contributes to the cross-ethnic and cultural literature
by examining women’s bargaining power and decision-making of households of different
ethnic background but living in the same social setting. It differs from those of Ford et al.
(1995) and Xia et al. (2006) as they make comparisons between groups living in different
countries. Ford et al. (1995) compares samples from People’s Republic of China and the
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United States, while Xia et al. (2006) investigates Singaporean family purchase decision-
making process with that of American families. Although Kritz and Makinwa-Adebusoye
(1999) look at ethnic differences for a particular country, specifically Africa, each of the
ethnic groups was sampled from different regions of the country. The study by Stafford and
Ganesh (1996) does examine differences between US Americans and Indian Tamil US
immigrants living in the same social setting, apart from making comparison with Indian
Tamils living in India. However, their study is specifically focusing on the decision-
making process for some specific services and on issues of acculturation and assimilation.
In addition, their sample consists of only female head of households.

This study examines ethnic differences in financial household decision making in
Malaysia which is a multi-cultural and multi-ethnic country. It is made up of three distinct
main ethnic groups which are Malay (54.6 %), Chinese (24.6 %) and Indian (7.3 %).! All
three ethnic groups live in the same communities, although Malay are slightly dispro-
portionately more in non-urban areas while Chinese and Indian are relatively more in urban
areas.” There are some differences in the structure of the household across ethnic groups.
In 2010, 67.5 % of Malay households are made up of nuclear families and 18.2 % are
extended families. This is in comparison to Chinese and Indian households of which 62.2
and 63.5 % comprised of nuclear families and 20.7 and 24.2 % of extended families,
respectively. The mean monthly household income in 2012 of Bumiputera (of which
majority are Malay) is RM4,457, which is lower than that of Chinese of RM6,366, and
Indian of RM5,233.3 The mean monthly salaries and wages in 2012 for Malay is RM1,990
and the gender wage gap is 5.7 % in favor of men. Chinese and Indian, on the other hand,
earned an average of RM2,331 and RM 1,903, with a male—female wage gap of 12.5 and
20.8 %, respectively.”*

Malaysia is also experiencing structural changes with respect to women in the labor
force. Women labor force participation rate has been rising in recent years, from 45.7 % in
2008 to 49.5 % in 2012.° There are also distinct differences in the labor force ratio of men
to women across educational attainment. In 2011, men made up 69.9 % of the labor force
with primary education. The percentage drops to 67.5 % for the group with highest
attainment of secondary education, and a smaller percentage still of 53.5 % for those with
tertiary education.® The differences in the characteristics of the households and the
dynamics in the labor force may impact the role women play in households. Data on
Malaysian households offer an interesting opportunity for a more in-depth examination of
household decision-making and women bargaining power, and differences across ethnicity
and culture.

! http://www.statistics.gov.my/portal/download_Population/files/census2010/Taburan_Penduduk_dan_
Ciriciri_Asas_Demografi.pdf. Retrieved on 19 May 2014.

2 Tbid. Population of Malay in urban areas is 50.8 %, Chinese 31.3 %, and Indian 9.1 %.

3 http://www.statistics.gov.my/portal/index.php?option=com_content&view=article&id=1640&Itemid=
169&lang=en. Retrieved on 19 May 2014.

4 http://www.statistics.gov.my/portal/download_Labour/files/BPTMS/Salaries_and_Wages_Survey_Report_
2012_11092013.pdf. Retrieved on 19 May 2014.

> Labour Force Survey Report Malaysia 2012, http://www.statistics.gov.my/portal/download_Labour/files/
labour_force/Labour_Force_Survey_Report_Malaysia_2012.pdf.

6 Ibid.
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2 Sample and Measure
2.1 The Sample

The data that is used in this study is obtained from a random survey conducted in June to
October, 2013. The selection of sample was restricted to households in Klang Valley’ to
represent the urban population of Malaysia. To ensure randomness and representativeness,
the selection of the sample was strictly determined by the Department of Statistic (DOS)
Malaysia using its 2010 Census sampling frame. Klang Valley comprises of five admin-
istrative districts and each district is divided into enumeration blocks, and each enumer-
ation block consists of 80—120 living quarters or households. Based on a margin of error of
0.06, an expected response rate of 80 %, and design effect of 2,° the number of enu-
meration blocks from each administrative district was determined proportionately. From
each selected enumeration block, households were randomly selected, resulting in a sample
size of 672 households.

Four sets of identical questionnaires were prepared in three different languages—Malay,
English, Chinese/Malay and Chinese/English—to cater to the different ethnic groups in
Malaysia. An adult male or female of each household was either interviewed, or given the
questionnaire for them to complete on their own. Since this study focuses on decision
making within a household, in particular of husband and wife, the analysis is based only on
the responses of those who were currently married at the time of the survey, which is about
69.5 % of the total number of those who successfully participated in the survey.

2.2 Measure of Women’s Decision Making and Bargaining Power in a Household

Empirical works to understand the bargaining process within households have used various
indicators to measure women’s bargaining power. These include share of income (Yusof
and Duasa 2010), asset ownership (Panda and Agarwal 2005), education (Doss 2011).
Some other studies utilize women’s role in household decision-making to represent the
bargaining power of women as in Allendorf (2007), Mabsout and van Staveren (2010) and
Connelly et al. (2010) or women’s autonomy to travel and make independent decisions
(Doss 2011) as a measure.

This study follows Allendorf (2007), Mabsout and van Staveren (2010) and Connelly
et al. (2010) to measure women’s decision-making power. Specifically, it is based on a
question in the survey which asks respondents to describe the way financial matters are
decided in their household and provides six possible responses: (1) “I leave it to my
spouse/partner to decide on all financial matters”; (2) “My spouse/partner has more
influence than me on financial decisions”; (3) “My spouse/partner and I have equal
influence on financial decisions”; (4) “I have more influence on financial decisions than
my spouse/partner does”; (5) “My spouse/partner leaves all financial decisions to me”; and

7 Klang Valley is an area in Malaysia comprising of its capital Kuala Lumpur and its suburbs, and adjoining
cities and towns in the state of Selangor.

8 As cluster random sampling is utilized, the sample is not as varied as it would be in a simple random
sampling. The selection of an additional member from the same cluster adds less information than would a
completely independent selection. The design effect measures this loss of effectiveness, which is computed
as the ratio of the actual variance under the sample method actually used to the variance computed under the
assumption of simple random sampling. Thus, a design effect of two implies that the sample variance is two
times bigger than it would be if the survey were based on the same sample size but selected using simple
random sampling.
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(6) “I do not have a partner/None of the above statement applies to my situation”. Three
married respondents who chose option (6) and two who did not respond to this question
were omitted from the analysis. For others, the degree of household decision-making
power is determined by the extent of influence the respondents have on the financial
decisions of the household, and they are assigned the values of 1-5 accordingly.

3 Findings
3.1 The Sample

The sample households, as presented in Table 1, are made up 34.8 % females and 65.2 %
males, and 56.4 % Malay, 28.5 % Chinese, 12.2 % Indian and 2.8 % “other”, which are
somewhat comparable to the population percentages.9 As expected, majority of the male
respondents were the head of the household, compared to a much smaller percentage
(11 %) of the female respondents. However, a larger fraction of women (34 %) were the
main wage earners (the person with the highest monthly income in the household). Women
also have higher levels of education relative to men but over 30 % of them were not
working, compared to 10 % of men. Men also earned relatively higher levels of incomes
and own more wealth. In this sample, women are more in the younger age groups com-
pared to men.

3.2 Household Decision Making and Ethnicity

Table 2 reports the decision-making process in a household across ethnic groups.'® It can
be seen that for Malay households, decisions on financial matters are influenced somewhat
equally by the husband and wife. The situation is different in Chinese households were
men seem to have more influence that the women. The results for Indian households are
rather peculiar where although 38 % of the women stated that they leave the decisions to
their husbands, another 23 % indicated that their husbands leave all the decisions to them.
The latter is consistent with that reported by men in which almost 27 % leave it to their
wives, another 15 % said that their spouse had more influence, and only <8 % have total
influence on the household financial decisions. Nevertheless, it should be noted that the
number of respondents for Indians is small.

For a more robust analysis, ¢ tests on differences of means are conducted to determine if
these differences are significant. The mean score for the Chinese women is significantly
lower than that for Chinese men'' (see Table 3). This implies that Chinese men have more
influence on household financial decision making than the women. For Malay and Indian
households, the results indicate no significance difference. Thus, in these households,
generally men and women have equal influence in decisions pertaining to financial matters.
Within gender, Chinese men’s extent of influence is significantly higher than that of Malay

° The population estimates for 2011 are 54.65 % Malay, 24.33 % Chinese, 7.30 % Indians and 13.73 %
others, out of the total Malaysian citizens population (Malaysia 2011). Klang Valley Malaysian population
in 2010 was made up of 49.56 % Malay, 36.72 % Chinese, 11.59 % Indian and 2.12 % others http://www.
statistics.gov.my/portal/index.php?option=com_content&view=article&id=1354&Itemid=111&lang=en).
Retrieved on March 22, 2013.

10" All the analyses are focused on the three main ethnic groups—Malay, Chinese and Indian. The number of
respondents for “other” category is too small for a worthwhile analysis.

' Significant at 1 % level.
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Table 1 Sample description of

respondents Female Male Total
Household position
Head 12 (10.81) 163 (79.51) 175 (55.38)
Other 99 (89.19) 42 (20.49) 141 (44.62)
Main earner
Yes 37 (33.64) 171 (82.21) 208 (65.41)
No 73 (66.36) 37 (17.79) 110 (34.59)
Education
<Primary 7 (6.31) 19 (9.13) 26 (8.15)
Secondary 40 (36.04) 83 (39.90) 123 (38.56)
Diploma 30 (27.03) 44 (21.15) 74 (23.20)
>Bachelor 34 (30.63) 62 (29.81) 96 (30.09)
Ethnicity
Malay 62 (55.86) 118 (56.73) 180 (56.43)
Chinese 32 (28.83) 59 (28.37) 91 (28.53)
Indian 13 (11.71) 26 (12.50) 39 (12.23)
Other 4 (3.60) 5 (2.40) 9 (2.82)
Age
<25 6 (5.41) 9 (4.57) 15 (4.87)
26-35 49 (44.14) 47 (23.86) 96 (31.17)
36-50 43 (38.74) 83 (42.13) 126 (40.91)
51-60 12 (10.81) 46 (23.35) 58 (18.83)
61+ 1 (0.90) 12 (6.09) 13 (4.22)
Work status
Employed 57 (51.35) 104 (50.00) 161 (50.47)
Own business/freelance 19 (17.12) 83 (39.90) 102 (31.97)
Not working 35 (31.53) 21 (10.10) 56 (17.55)
Monthly income (in RM)
<1,500 29 (26.13) 26 (12.5) 55 (17.24)
1,500-2,500 31 (27.93) 44 (21.15) 75 (23.51)
2,500-4,000 28 (25.23) 57 (27.40) 85 (26.65)
4,000+ 23 (20.72) 81 (38.94) 104 (32.60)
Wealth level (in RM)
<5,000 24 (21.62) 25 (12.08) 49 (15.41)
5,000-<40,000 28 (25.23) 45 (21.74) 73 (22.96)
40,000-<100,000 18 (16.22) 45 (21.74) 63 (19.81)
100,000-<300,000 28 (25.23) 40 (19.32) 68 (21.38)
Values in paranthesis are 300,000+ 13(1171)  52(25.12) 65 (20.44)
percentage

or Indian men.'> However, there is no significant difference among women of the three
ethnic groups.

Are the differences in decision making found in Chinese households, and between
Chinese men and others due to their ethnicity, or due to factors such as income, education

12 Significant at 5 % level.
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Table 3 Extent of influence on

financial decision making Malay Chinese Indian
Female  Male Female  Male Female  Male
Mean 2.66 2.95 2.28 3.39 2.62 2.69
The score is based on a scale of ~ SD 1.01 1.15 1.17 1.08 1.66 1.32
1-5 where I: no influence at all; N 62 118 32 59 13 26

5: has total influence

level and age, as found by previous studies? To determine the effects of, and to control for
these factors, ordinal regression analysis is conducted. The dependent variable of house-
hold decision making power is assigned the value of 1 for the response of “Leave it to
spouse”; 2 for “My spouse has more influence”; 3 for “My spouse and I have equal
influence”; 5 for “I have more influence than my spouse”; and 5 for “My spouse leaves all
financial decisions to me”. The results are given in Table 4.

A regression on all respondents shows that the main wage earner in a household has
more influence on financial decision making in a household. Regressions on samples
according to gender and ethnic groups reveal that this factor applies to Malay and Indian
households, but not to those of Chinese. It is also found that for the whole sample, men
have more influence in decision making, compared to women. However, further regres-
sions indicate that the greater influence of males applies to Chinese households, but not for
the other two ethnic groups. The impact of wealth is different between Malays and Chi-
nese. Malays with higher levels of wealth have more decision-making power, but inter-
estingly, the opposite applies to the Chinese. Additionally, for Chinese households, there is
a weak positive association between income and level of influence in decision making. In
Indian households, older respondents have somewhat (significant at 10 %) less decision-
making power than their younger counterpart.

Among the women, education is positively related to decision-making power. Malay
women have higher levels of influence in household financial matters compared to Chinese
women. Factors such as income and wealth do not play a significant role in the extent of
influence in decisions related to household financial matters among women.

4 Discussion and Conclusion

This study uses data from a recent random survey of households to examine decision-
making power of married men and women and differences across the three ethnic groups in
Malaysia. The results indicate that there are differences across ethnic groups, even after
controlling for other factors. Chinese households are found to be more traditional and
patriarchal, compared to others, where decisions on household financial matters are more
husband-dominated. The impact of wealth on decision-making power is also different for
households of different ethnicity. For women, the level of education contributes signifi-
cantly in giving them more control over household finances and decision-making.

If empowerment is reflected in the ability to make choices related to their daily life
which includes control over household finances and decision-making (Boateng et al. 2014),
then Chinese women have a lower level of empowerment compared to Malay women. As
has been stated earlier, Chinese households have a much higher mean income than other
households. In addition, Chinese also attain higher salaries and wages, on average,
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Table 4 Ordinal regressions of household decision making

All Female Male Malay Chinese Indian
Main earner 0.8897%#* 0.310 0.7747%%* 0.295 0.697 2.375%*
Age —0.005 0.002 0.005 —0.006 0.032 —0.099*
Education 0.021 0.8993#s#* —0.072 0.285%* 0.089 —0.658
Income 0.022 0.029 —0.006 —0.006 0.172% 0.309
Wealth 0.0837#: 0.107 0.045 0.155%* —0.357%%* 0.102
Male 0.466* 0.571 1.836%:#:* 1.191
Chinese —0.195 —1.257%* 0.262
Indian —0.900%** —0.995 —0.568
Cox and Snell R? 0.126 0.274 0.058 0.125 0.231 0.440
Nagelkerke R? 0.133 0.292 0.061 0.133 0.243 0.461
McFadden R? 0.046 0.114 0.020 0.048 0.087 0.186

*, ok kR Significant at 10, 5, and 1 %, respectively

compared to others. The gender wage gap in favor of men is more than twice that of
Malays. Thus, generally, the difference in income between a Chinese husband and wife is
large, compared to a Malay couple. Due to this, the balance of power may tip towards the
husband in a Chinese household.

The findings of the study highlight the influence of ethnicity in women’s bargaining
power and household financial decision making. Several implications can be derived from
this study. Firstly, the findings would be useful to marketers in designing their marketing
strategies accordingly by taking into account the ethnic dimension. In particular, Chinese
men can be the optimal target rather than their spouse as they are more likely to be the
decision makers in the household. On the other hand, for the Malay and Indian, promo-
tional campaigns can be directed at either the men or women, or both. Secondly, with more
women attaining higher levels of education and thus leading to more power in decision
making in a household, it is imperative for them to have good financial literacy to be able
to manage the household finances adequately. More opportunities and easy access to such
training must be provided to women, and men, to ensure that wise and proper decisions are
made for their household economic security and stability.

With regards to the national policies of the country, the existence of differences across
ethnic groups indicates that socio-cultural aspects must be taken into account to ensure that
correct substantive and policy inferences can be drawn, rather than based on overall
national level analyses. While specific strategies may be targeted for certain ethnic groups,
for example, programs to increase the wealth of poor Malay women to empower them,
these initiatives must be transparent and the objectives must be clearly defined. This is
crucial for a multi-ethnic and multi-cultural country like Malaysia, so that these policies
are not seen as discriminatory by other groups, to safeguard the national and social stability
of the country.

The finding that education level plays a significant role in empowering women is a
positive outcome. Women should be further encouraged to pursue higher education as it
contributes significantly to their wellbeing. Women having more power in decision-making
power in a household would provide a positive impact on key development outcomes of
the country.
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