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Abstract

While tertiary education provides many benefits to the individual, the community and the
nation, we cannot deny that the cost is high and continues to rise each year. The younger
generation have to take up loans to finance their study costs and then they have to pay back
the loans after completing their studies. As such, the funds from the parents can be seen as
an alternative which could help in realizing the tertiary education goal. The question is, do the
parents realize and know the importance of tertiary education savings? Have they saved for
their children’s education? How much do they save per month? Are the savings enough for
their children’s university education? What is the savings medium utilized to make savings?
Therefore, this paper focuses on two main objectives. The first objective is to identify the
patterns of children's tertiary education savings among parents in Malaysia and the second
objective is to determine the medium of saving used by parents to save their money. The
findings indicated that all the respondents knew and realized the importance of tertiary
education savings for their children or those under their care. The majority of parents in the
low income and high-income groups did not make any savings while those in the medium
income group did save with a mean amount of RM755 per month. Additionally, all
respondents who had saved for tertiary education agreed that their funds would not be
enough to cover all the expenses. Some savings mediums had been utilized for the tertiary
education fund such as banks, Tabung Haji and Amanah Saham Nasional Berhad (ASNB) and
others. To encourage the saving habit, all parties including parents, the government, banks
and others should play their part so that the children’s tertiary education process would be a
smooth, fuss-free journey.
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Introduction

In general, education is defined as a purposive, conscious or unconscious, psychological,
sociological, scientific and philosophical process, which brings about the development of the
individual to the fullest extent. It could also enable the achievement of the maximum
development of society in such a way that one could enjoy maximum happiness and
prosperity. In fact, education not only brings benefits to the individual, but also to other
people, society and country (Kumar & Sajjad Ahmad, 2007).

In the context of Malaysia, the education structure can be divided into two, namely pre-
tertiary and tertiary education level. The former level starts from pre-school up to secondary
school while the latter includes certificate, diploma, undergraduate, as well as postgraduate
studies. Since education is considered as one of crucial elements for sustainable
development, 16 percent of Malaysia’s annual federal budget was spent on education in 2014
and this kept on increasing from time to time (Ministry of Education, 2017). One other hand,
private higher education institutions also play important roles in providing the access to
higher education at a higher cost (Welch, 2009). All these efforts are in line with the aim of
Malaysian Ministry of Education (MOE) to increase the access and enrolment of tertiary
education up to 53 percent by the year 2025 as stated in Malaysian Education Development
Pelan 2015-2025.

Even though the access to tertiary education is getting bigger especially in Malaysia, the
expenses like registration fees and cost of living keep increasing tremendously. Based on the
report by Malaysia's Premier Education Resource Guide Online 2017, the total cost of living
for a student on average at RM1,800 (US$450) per month or RM21,600 (USS$5,400) per year.
Basically, the cost of living includes accommodation, food/housekeeping, clothing and
laundry, public transport, mobile phone bills, utilities, books, reading materials, stationary,
medical and personal expenses. To ensure that the children are able to continue their tertiary
education in a comfortable manner, some parents have started to save a certain amount of
money as soon as possible. The parents hope that their savings could be sufficient to finance
the study later on. Findings revealed by HSBC Bank showed that 57 percent of 411 Malaysian
parents took up loans to fund their children's tertiary education even though they have a
certain amount of saving. On average, parents in the country spent up to RM38,000 a year on
their children's tertiary education (Mustafa, 2018).

Although tertiary education is important to produce an educated generation who can bring
the sustainable development to the country, the expenses related to it are high and keep
increasing over time. Thus, saving significantly plays an important role at least to cover some
portion out of total expenses of the study at the tertiary level. Hence, do parents know and
are they aware of the importance of saving for the children's tertiary education? Have the
parents saved any money for their children’s tertiary education? If they do so, what is the
amount they saved? Is the amount of savings sufficient for the children’s tertiary education?
What are the mediums used to save for the children's tertiary education? Therefore, this
paper focuses on two main objectives. The first is to identify the patterns of children's tertiary
education savings among parents in Malaysia and the second is to determine the medium of
saving used by parents to save their money.
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Literature Review

Many studies have been conducted on parent's saving on children tertiary education.
However, most of them focused more on the factors affecting the saving pattern or
behaviour. For example, Glick, Sahn, & Walker (2016) and Deng, Huang, Jin, & Sherraden
(2014) concluded that income has become one of the most significant factors which
influenced the parents' saving pattern while Hortz, Wiemers, Rasmussen, & Koegel (2018)
and Huang (2013) agreed on wealth or asset. On the other hand, Ogundari & Abdulai (2014)
found that educated parent also contribute to the existing of the savings since they knew and
realized the important of saving for children education. However, Winter (2014) and
Montalto, Phillips, McDaniel, & Baker (2019) found that awareness was one of the more
important factors. Besides that, Akaguri (2014) stressed that institutions played an important
role to attract parents to save their money for the children’s education. Moreover, Manly
Wells, & Bettencourt (2017) found out that the expectation of the parents on their children
became one of the important factors. In addition, Dondero & Humphries (2016) concluded
that the environment or people in the society also contributed to the parents' saving pattern.

Elliot, Song, & Nam (2013) proved that savings play an important role prior the enroliment of
tertiary education. The children who were categorized into low and moderate income groups
(below $50,000; n=512) and high income group (550,000 or above; n=345) were chosen to be
the respondents of the study. By using propensity score weighted data from the Panel Study
of Income Dynamics and its supplements, the study concluded that the children under the
category of low and moderate income were more likely to enrol in and graduate from college
when they had a small amount of savings. In addition, this group of children who had savings
of S1 to $499 prior to their college age were over three times more likely to enrol in college
and four times more likely to graduate as compared to the child with no savings account.
These findings were basically in line with the study done by Friedline (2012); Ahmed, Majid,
Zin, Phulpoto, & Umrani, (2016) who concluded that parents' savings for their child were
significant in low and high income households. 333 children from low and moderate income
groups ($50,000) and 411 from high income group (=550,000) were selected as respondents
of the study. The study pointed out that the children from the ages of 12 to 15 years old who
had some savings felt difficult to consistently save since they had short and long term
expenses.

Elliott, Lewis, Grinstein-Weiss, & Nam (2014) confirmed that parental support helped in
reducing college debt. If there was no financial support from the parents, normally students
would take a certain amount of debt to finance their tertiary education. This situation could
be a burden for them after completing study. All data were collected from 2992 students and
analysed by using Propensity Score Analyses and Multilevel Modelling. The results showed
that the parental college savings can be part of a strategy to help in reducing college debt. In
fact, the postsecondary education costs in the United States today are rising with an
increasing shift from societal responsibility to individual burden, thereby driving greater
student borrowing. Related to this matter, a study had been conducted in Malaysia by Zainal,
Kamaruddin, & Saiful Nathan (2009). A total of 371 parents of students from various
universities and colleges were selected as the respondents. Based on the result, the study
concluded that parental savings were insufficient to cover all costs in higher education.
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Methodology

This quantitative study involved 526 respondents who were chosen randomly. The
respondents were parents or guardians of children who were studying in public educational
institutions in Malaysia. A questionnaire was utilized to get the required information. The
guestionnaire was adapted from Elliott & Friedline (2013); Galdeano, Ahmed, Fati, Rehan, &
Ahmed, (2019) and adopted according to the suitability and the study objectives constructed.
The data was later analyzed descriptively.

Findings
The fourth part is divided into 2 sections. The first section will discuss the respondents’
information while the second section will focus on the respondents’ tertiary saving patterns.

Profile of Respondents

The table below shows the information about the respondents’ who had taken part in the
study. All the respondents involved were parents or guardians of students who were studying
in any degree programme in public universities. 45.06 percent of the respondents are males
while the remaining 54.96 percent are females. In terms of education level, almost 50 percent
of them were degree holders, 24.52 percent had a diploma and less than 20 percent of them
had a Sijil Pelajaran Malaysia (SPM) and Penilaian Menengah Rendah (PMR) education.
Additionally, almost 50 percent of them were between the ages of 51 to 55 years old and only
a small percentage were between 41 to 45 years old.
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Table 1: Information about Study Respondents

Respondent Profile Description Frequency Percentage (%)
(n=526)
Gender Male 237 45.06
Female 289 54.94
Highest education PMR 17 3.23
level SPM 69 13.12
Diploma 129 24.52
Bachelor’s degree 249 47.34
Master’s degree 62 11.79
Age 41 — 45 years 3 0.60
46 — 50 years 119 22.62
51 —55years 258 49.05
56 — 60 years 54 10.27
61 and above 92 17.46
Job sector Government 296 56.27
Private 111 21.10
Self-employed 119 22.63
Salary amount RM3,001 — RM4,000 104 19.77
(monthly) RM4,001 — RM5,000 39 7.41
RM5,001 — RM6,000 47 8.94
RM®6,001 — RM7,000 69 13.11
RM7,001 — RM8,000 115 21.86
RM8,001 — RM9,000 96 18.25
> RM9,001 56 10.66
3
Number of persons 4 21 3.99
in the household 5 115 21.86
6 245 46.58
>7 139 26.43
6 1.14

Based on the occupations, 56.27 percent worked in the government sector, 21.10 percent
worked in the private sector and the rest were self-employed. The respondents could be
categorised into 3 groups: the low-income group (RM4,000 and below), the medium income
group (RM4,001 to RMS8,000) and the high-income group (RMS8,001 and above). 19.77
percent of the respondents were categorised as low-income earners, 51.32 percent as
medium income earners and 28.91 percent were high income earners. Additionally, almost
50 percent of the respondents had 5 people in their household while a small percentage (1.14
percent) had at least 7 people in their household.
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Tertiary Education Savings

To simplify the analysis, the respondents were divided into 3 groups of low-income, medium
income and high income. The low-income respondents had a household income of RM4,000
and below. The medium income respondents had a household income of RM4,001 to
RMS8,000. As for the high-income group, these earners had an income of RM8,001 and above.
The information about the tertiary education savings for the respondents’ children could be
seen in the table below.

Table 2: Information about Respondents’ Tertiary Education Savings

Low income Medium income High income
(RM4,000 and below) | (RM4,001 to RM8,000) (RM8,001 and above)

Saved for

tertiary 2(1.92) 259 (95.93) 3(1.97)
education

Did not

save for

tertiary 102 (98.08) 11 (4.07) 149 (98.03)
education

Total 104 270 152

Note: () percentage value

The findings revealed that only 1.92 percent of the low-income respondents saved for their
children’s tertiary education. The remaining 98 percent did not make any contribution for
their children’s university education. Almost 96 percent of the medium income respondents
saved for their children’s tertiary education while a small 4.07 percent did not. As for the high-
income group, 9.03 percent did not save for their children’s education while less than 2
percent of them did make some contribution.

Additionally, the mean value for the monthly contribution for medium income respondents
who saved for the tertiary education was RM755. The minimum and maximum monthly
amounts were RM150 and RM1500 respectively. There were various mediums utilised by the
parents for tertiary education savings. This would include savings in the bank, Tabung Haji
and Amanah Saham Nasional (ASNB). Some parents and guardians had also saved in the form
of gold savings or property investment. Additionally, all of the respondents (whether they
saved for tertiary education or otherwise) knew that tertiary education costs were getting
more and more expensive compared to primary and secondary education. However, all the
respondents who had saved for their children’s tertiary education agreed that what they
accumulated would not be enough for their latter’s expenses in the university. These findings
were in line with the study by Zainal et al. (2009).

Based on these findings, we can conclude that the majority of low-income respondents did
not make any tertiary saving for their children. This could be due to the lack of funds to be
saved. With the remaining leftover funds from the monthly salary, other requirements
needed to be prioritised such as food, clothing, housing and medical needs. The big number
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of children may also make it difficult for parents and guardians to save for tertiary education.
This is different to the high-income respondents; the majority of them did not make any
tertiary savings for their children. However, if their children managed to get a place in a
tertiary institution, they would usually have enough money to cover all the costs involved.

The majority of respondents from the medium income group had made some savings for their
children’s tertiary education. They seemed to be aware of the increase in education costs for
their children and they did have some remaining funds for this purpose. They were also aware
that early savings could guarantee that their children or those under their care would be able
to acquire tertiary education quite comfortably.

Conclusion and Recommendation

In line with rising education costs especially at the tertiary level, the function and role of
savings are extremely important and undeniable. As such, parents and guardians of children
need to save money for the latter’s tertiary education as early as possible. This will not only
help in developing a future generation which is highly educated but also enable the children
to have a comfortable life when they are studying at the tertiary level. With enough funds,
the children would not have to depend on the government to get financial aid ; in fact, they
do not have to take loans to finance the education costs.

As such, everyone should work together to ensure that their children or those under their
care are able to enrol in tertiary education without much fuss, even though the costs would
be expected to rise in the future. Besides offering scholarships, the government would have
to ensure that studying costs at the tertiary level are always relevant and acceptable. Industry
players like banks and related agencies would have to be creative to offer savings schemes
which are affordable and payable by all income groups including those who are in the lower
income group. Extensive announcements should be made to provide full and accurate
information to the public about the need to save for tertiary education.
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