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Abstract: The purpose of this study is to analyze the key factors of socioeconomic, psychological
behavioral, and credit card practices that contribute to credit card debt accumulation among Malaysian consumers.
The aim is to understand debt patterns and develop evidence-based recommendations for improved financial
management and policy intervention. It acknowledges a lack of understanding and a single definitive credit card
debt. The study observed frameworks from impulsive buying theory, terror management theory, and neoclassical
theory. The study uses a quantitative method based on a survey conducted on 384 respondents from various
demographics in Malaysia and analyzed using SPSS software. This study found that impulsive buying, self-esteem,
financial education, marketing and promotion, and interest rates play key roles in fostering consumer credit card
debt. These findings have important implications for consumers, financial institutions, and policymakers in
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establishing responsible lending practices. Understanding the intricate relationship between these factors sheds light
on the psychological underpinnings of consumers’ financial decisions. The sensitivity of consumer behavior
towards credit card debt underscores the pivotal role that policymakers can play in shaping a financial environment
conducive to economic growth and the protection of consumers.
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1. Introduction

Credit cards were originally introduced by major
hotels and retail stores in the early 20th century in the
United States. In developed nations such as the U.S.
and Europe today, credit cards represent an
increasingly cashless society in which economic
transactions occur electronically without physical
currency-exchanging hands [1]. Credit cards allow
customers to make purchases on credit, providing a
convenient form of financing that requires monthly
payments calculated based on the outstanding balance
owed [2]. According to [3], frequent credit card users
tend to make more transactions, often exceeding their
financial means. This can lead to significant credit card
debt, as consumers sometimes only make the minimum
payments required by lenders.

In the mid-1970s, the utilization of credit cards in
Malaysia was first restricted to those belonging to the
upper socioeconomic strata, symbolizing a notable
indicator of social distinction [2]. Over time, the
criteria for owning credit cards have gradually become
less stringent. According to [4], the rapid growth in the
population of credit cardholders in Malaysia has given
rise to indiscriminate and impulsive spending behaviors
among users, giving rise to a range of adverse
outcomes [2]. The Malaysian government is strongly
inclined to reduce personal debt and express
apprehension regarding the rising prevalence of credit
card utilization. The government introduced a service
tax of RM 50 in 2010 to promote a prudent attitude
toward credit card regulations. In 2018, the Service Tax
Act of 2018 was enacted, which imposed a service tax
of RM 25 on anyone who obtained new credit cards or
renewed their existing cards [4]. Especially in the wake
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of the financial crisis, this strategy effectively
incentivized a significant portion of credit card holders
to terminate certain credit card accounts.

Gaining a comprehensive understanding of the
differences between unsecured and secured credit, as
well as their impact on total credit card debt, is crucial.
Credit card companies introduced secure credit cards in
the late 1970s to provide consumers with a way to
establish or enhance their credit records [5]. The
allocation of credit card debt across individuals is
uneven, as certain individuals have a greater inclination
to accumulate credit card-related debt compared to
others. According to [1], it is possible for researchers to
anticipate the probability of some individuals amassing
greater amounts of credit card debt than others by
considering a range of criteria, including personality
traits, social norms, socioeconomic position, and other
demographic data. The distribution of credit card debt
among individuals is uneven, indicating varying levels
of vulnerability to credit card-induced indebtedness
across different parts of the population [4]. Academic
research indicates that it is possible to forecast the
probability of some individuals amassing higher levels
of credit card debt than others by examining criteria
such as personality traits, social norms, socioeconomic
position, and different demographic information [1, 2].

This research paper presents a study examines the
relationship  between various factors and the
accumulation of credit card debts. Drawing from
previous research, the authors identify many factors
that contribute to credit card debt levels. However,
many cardholders continue to grapple by repaying their
debts for prolonged periods. This behavior has led
researchers to explore the dynamic interplay between
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credit card debt and the factors influencing its build-up.

The objective of this study is to investigate the
contributory factors that influence consumers’ credit
card debt levels in Malaysia by analyzing five
independent variables: impulsive buying behavior, self-
esteem, financial education, marketing and promotional
strategies by lenders, and prevailing interest rates. By
examining variables such as impulsive spending
tendencies, self-worth/control, financial literacy,
targeted marketing tactics, and interest rate policies,
researchers aim to shed light on the underlying drivers
that cause individuals to accrue problematic credit card
balances over time. This enhanced understanding could
inform efforts to promote healthier borrowing habits
and help cardholders avoid becoming trapped in cycles
of debt that have become increasingly difficult to
escape.

2. Literature Review

Credit card debt is a type of consumer debt that
includes outstanding credit card balances, auto loans,
personal loans, scheduled payments and unpaid bills. It
refers to the amount owed when purchases are made
using a credit facility [6]. Credit cards provide an easier
method for cardholders to obtain loans. However, some
credit card users misuse their cards and take excessive
debt [7]. Major credit cards such as Visa, Mastercard,
American Express, and Diners Club allow people to
borrow money for short periods and pay it back later
based on the terms. There are records of credit cards
used in Europe as early as the 1800s. In the U.S,,
businesses such as hotels, department stores, and oil
companies began issuing credit cards to customers in
the 1920s [8]. This allows people to make purchases on
credit. The use of credit cards has expanded over time,
providing convenience but also leading some people to
debt [4].

Credit cards have become a common payment
method for consumers to purchase goods and services.
Their widespread use has led to growth in credit card
spending, even as other forms of consumer credit such
as personal loans have risen [6]. Credit cards can give
people more purchasing freedom and encourage
additional spending; however, they can also lead to
frustration. The recent expansion of financial services
has increased the availability and use of credit, directly
increasing consumer debt levels, especially from credit
cards. Research shows that credit card users often buy
extra items and spend more overall, leaving them with
large balances because they only pay the minimum
amount due. This indicates that easy access to credit
cards can promote overspending [6, 7].

2.1. Impulsive Buying

In recent years, the study of consumer behavior has
been marked by significant changes, mainly in the
decision-making process and, consequently, in the
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influence of purchase intention. The markets exhibit
distinctiveness because of heightened rivalry, continual
product and service innovation, and a larger presence
of enterprises within the same market. It is crucial to
have a deep understanding of consumers in this
situation [8]. By analyzing the aspects that directly
influence customer behavior, it becomes feasible to
innovate and fulfil their expectations. This study is
crucial for marketers to enhance their campaigns and
efficiently target desired audiences [9]. Impulse buying
has been examined from several perspectives,
including (i) logical decision-making processes, (ii)
emotional factors, (iii) cognitive processes influenced
by social judgment theory, (iv) persuasive
communication, and (v) the impact of advertising on
consumer behavior [10]. This phenomenon may be
explained by the necessity for consumers to endure a
waiting period for product delivery while making
online purchases, which renders impulsive buying
impractical. Personal quality has a significant effect on
impulsive purchase. Impulsive purchasers exhibit
elevated levels of anxiety, despair, and bad emotions as
well as a pronounced inclination towards developing
obsessive-compulsive disorders. Nevertheless, the level
of uncertainty resulting from the global epidemic and
subsequent economic crisis has influenced individuals
to adopt a more deliberate and knowledgeable
approach to their consumption habits [11].

2.2. Self-Esteem

Self-esteem is defined as an individual’s feelings
about the value or worth of oneself and is the degree of
positivity of self-concept [12]. Self-esteem is a
frequently employed psychological concept that
denotes an individual’s self-evaluation. Based on
personality theory, self-esteem refers to an individual’s
perception of their own capability, significance,
success, and worthiness. According to [13], self-esteem
is an environmental and life experience that shapes
students’ perception of themselves, with external
evaluations and relationships with significant others
playing a particular role. Self-esteem is commonly
evaluated during the formative years of infancy, and
remains relatively stable and enduring thereafter.

Furthermore, they seem to possess an abundance of
cognitive resources that empower them to manage
unsatisfactory circumstances. Individuals with low self-
esteem are prone to experiencing challenges in
recognizing and articulating their emotions; they tend
to exhibit a greater propensity for negative affect and
melancholy and tend to downplay or ignore any
positive experiences that may occur. Individuals with
low self-esteem experience higher anxiety and distress,
which can lead to emotional instability and ultimately
to certain affective disorders [14]. Low self-esteem has
been correlated with higher drug use in adolescents
with eating disorders and compulsive shopping
behaviors. As a result, when confronted with the
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temptation to spend freely afforded by access to credit
cards, individuals with low self-esteem are expected to
engage in excessive spending.

2.3. Financial Knowledge

Financial literacy refers to an individual’s capacity
to comprehend, evaluate, control, and communicate
their financial situation, which impacts their material
welfare. It involves understanding financial options,
discussing financial matters without discomfort, and
effectively planning and managing daily financial
decisions [15]. According to [16], financial knowledge
refers to the amalgamation of awareness, information,
skills, attitudes, and conduct that enables individuals to
make informed financial decisions.

As indicated in [17], consumers often make
incorrect assessments of their monthly credit card
payments due to a lack of knowledge of the
information shown in their statements. Furthermore, we
demonstrated that those who possess proficient
numerical abilities are more inclined to overcome this
cognitive bias. Many students who possess credit cards
are uninformed of the crucial aspects of their cards,
such as the interest rate and penalties for late payments.

2.4. Interest Rate

Interest rates are defined as the rate at which money
is borrowed in an economy [18]. This is the primary
element that determines the cost of credit in an
economy. According to [18], interest rate refers to the
amount added to the saved or capitalized effort. Interest
rates have a significant influence on the economy,
particularly in the banking industry, because they
directly affect the value of money. Credit cards play a
crucial role in consumer finances, making it intriguing
to investigate the interest rates associated with them
[19

Credit card firms profit from this tactic as they
accrue interest in higher credit debt, given that
consumers who make minimum payments tend to carry
their balance over an extended period. Conversely,
lower interest rates provide cardholders with more
favorable conditions for managing their credit card
balances. With lower borrowing costs, individuals have
a better chance of paying down their debt more
quickly, saving money on interest payments, and
ultimately achieving financial stability. Therefore, the
interest rate is a critical factor that significantly
influences the trajectory and management of credit card
debt [19].

2.5. Marketing and Promotion

Conversely, a counterpoint was made, highlighting
the significant absence of proactive and preventative
intervention efforts by the corporate sector to address
the issue of youth debt. The comprehensive marketing
and promotional tactics employed to attract young
customers are considered excessively productive
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without substantial instructive components. For
example, in the United States, credit card marketers
strategically carry out promotional efforts near colleges
to attract and enroll students during their orientation
period [20]. In selecting credit cards, the annual fee
plays a significant part in the adoption decision, as
most customers seek cards with no annual fee. Other
factors include high incentives for promotion, such as
0% installments and  co-retailer  discounts.
Comprehending the psychological stimuli that drive the
process of making a purchase is crucial, which is why
consumer psychology is connected to marketing
methods [10].

2.6. Underpinning Theories

The Impulse Buying Theory, also known as
Hawkins Stern’s theory, was introduced by Hawkins
Stern in 1962. According to Hawkins Stern’s impulsive
Buying Theory, purchases are not always driven by
logical deliberation. Instead, impulsive buying is more
likely to occur when purchasing conditions are
favorable. The model developed by Hawkins Stern
provides a vital addition by classifying impulsive
purchasing behavior into four distinct categories: pure
impulsive purchasing, reminder impulse buying,
suggested impulse buying, and planned impulse buying
[21].

The inception of the terror management theory
marked the advent of an experimentally driven theory
aimed at exploring the psychological purpose of self-
esteem. Terror management theory suggests that
individuals are driven to seek good self-assessment
because self-esteem acts as a protective barrier against
the constant threat of anxiety caused by the distinct
human realization of mortality. Thus, self-esteem
functions as a mechanism to alleviate anxiety and
control fear of mortality [22]. This existential theory
aims to elucidate two fundamental inclinations believed
to typify human behavior: a drive to uphold a positive
self-perception, namely elevated self-esteem, and
concurrently, a drive to advocate for the convictions
and principles of one’s society. Self-esteem and
cultural worldviews serve as protective barriers against
existential dread or anxiety that arise from the
recognition of the inescapable reality of death and the
potential disappearance of one’s civilization. Culture
uses self-esteem to mitigate or diminish existential fear
linked to death and dying.

The Nicosia model introduced in [23] focuses on
purchasing decisions for novel products. Figure 1
displays this model. This approach centers on the
correlation between a company and its prospective
customers. The company engages in communication
with customers through promotional and marketing
communication, and consumers respond to these
messages by making purchases. Examining the model
reveals a mutual connection between the company and
customer. The firm endeavors to exert influence over
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the consumer, while the consumer, via their decisions,
wields power over the firm. The concept focuses on the
firm’s efforts to engage with consumers and
consumers’ inclination to behave in a specific manner.
These two characteristics are commonly known as
Field 1 (Figure 1).

Field 1
Subfield 1 Subfield 2
Firms ” Consumers
Attribute  fj—DMessage  _) Attributes
Exposure Especially [T Attitude
Predisposition
Y
4
Search Field 2: Search
and evaluation and evaluation
of mean/end(s)
Experpnce relation(s)
l (Preaction field)
Motivation

ol —

A

Decision
Action Field 3: Act of

Purchase
Purchasing

Behavior

Figure 1. Nicosia Model of Decision Process (Source

[24])

The contemporary neoclassical theory of interest
rate, sometimes referred to as the loanable funds
theory, posits that the interest rate, like other prices, is
determined by the interaction between demand for and
supply of loanable funds. This theory also suggests that
the demand for lendable money and interest rates
changes in divergent directions. As stated in [18], all
forms of interest rates are interconnected and mutually
affect each other. Thus, the operations of financial
markets and their global connections play a significant
role in explaining swings in interest rates. This research
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primarily focuses on the impact of interest rate changes
on economic growth; however, several factors
influence these changes. The consequence of this is
that the economy’s GDP would diminish, as relying
solely on equity financing is insufficient to sufficiently
support productive activities inside an economy.

2.7. Research Framework & Hypothesis Statement

The framework consists of five independent
variables and their corresponding hypotheses, which
were developed after reviewing the relevant literature,
theories, and models relevant to the manufacturing
sector. The effects on the dependent variable of credit
card debt were measured using self-esteem, impulsive
buying, financial knowledge, marketing and promotion,
and interest rate, as described in the conceptual
framework in figure 2 and the research hypothesis in
Table 1.

Self Esteem '— .
b g —-‘ Psychological

Impulsive Buying ~ [——

Financial Knowledge }—-[ Socio-economic

Credit Card Debt

(T Markeling & 1
Promotion.

—-{ Credit card practices

Interest Rate ‘

Figure 2. Conceptual Framework (developed by the
authors)

Table 1. Hypothesis Statement (developed by the authors)

NO

Hypothesis

H1 Low self-esteem has a positive correlation with credit card debt.

H2 Impulsive buying tendencies are positively corelated with credit card debt.

H3  Financial Knowledge has a positive correlation on credit card debt.

H4  Marketing and promotions have a positive correlation to consumer credit card debt.

H5 Low interest rates have a positive correlation to consumer credit card debt.

3. Methodology

The approach to quantitative research was the
methodology adopted in this study. Data were acquired
using questionnaires, divided into three main sections:
the first Section A Section A, had five questions about
the respondents’ demographics. This questionnaire
identified the respondents’ demographic details,
including gender, race, educational background,
occupation level, and income level. Section B contains
four questions on the dependent variable credit card
debt, and Section C is further divided into five smaller
parts with four questions for each of the independent
variables, for a total of 30 questions. Respondents were
given five options on a Likert scale ranging from one
(strongly disagree) to five (strongly agree).

The research made use of Statistical Package for
Social Sciences (SPSS) version 26. The surveys were
distributed to 500 respondents, including leaders
addressing manufacturing companies. In total, 384
respondents answered the survey; they were then
returned and subjected to data screening because no
polls were rejected. A total of 384 acknowledged
responses, which corresponded to 76.8% of the total
respondents, were used. According to [26], the
minimum sample size for the Maximum Likelihood
(ML) method should be between 150 and 400
responses. The 384 replies satisfied the criteria for both
the needs. Utilizing frequency measurement to
ascertain the respondents’ background is the
fundamental descriptive statistic used to characterize
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the respondent profile.

4. Results

A feasibility analysis, also known as a pilot study,
was conducted using SPSS to ascertain the long-term
reliability and viability of the project. Fifty individuals
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in Malaysia completed a questionnaire using Google
Forms. From the reliability test, this questionnaire is
reliable and suitable for use in the study, as all
Cronbach’s alpha values are deemed 0.7 and above for
all variables, as displayed in Table 2.

Table 2. Summary of Pilot Test Reliability & Validity Statistics (developed by the authors)

Variables Cronbach’s Alpha  Reliability  Validity N of Items
Credit Card Debt 0.879 Good Valid 4
Self-Esteem 0.832 Good Valid 4
Impulsive Buying 0.751 Acceptable  Valid 4
Financial Knowledge 0.723 Acceptable  Valid 4
Interest Rate 0.830 Good Valid 4
Marketing & Promotion 0.789 Acceptable  Valid 4

After the initial pilot study ensured the instrument’s
reliability and validity, data collected from the
respondents were analyzed. Table 3 summarizes the
demographic  information of the participants,

encompassing the relevant factors. These demographic
variables were further examined to observe their effects
on this study.

Table 3. Summary of Demographic Variables (N=384) (developed by the authors)

Demographic variable Options Frequency Percentage
Sex Male 187 48.7
Female 197 51.3
Malay 230 59.9
Ethnic Chi_nese 115 29.95
Indian 36 9.35
Others 3 0.8
Below RM2000 26 6.77
RM2001- RM4000 171 44,53
Income RM4001-RM6000 98 25.52
RM6001-RM8000 39 10.15
Above RM8001 50 13.03
Students/Non-Executive 5 1.3
Non-Executive 38 9.8
Occupation Level Executive 220 57.29
Manager 98 25.52
Top-Management 23 6
SPM 15 4
STPM/Diploma 20 5.2
Education Level Degree 271 70.57
Master’s degree 76 19.8
PHD 2 0.52
Master 170 44.25
. Visa 174 45.25
Type of Credit Card Amex 37 9.75
Diners 3 0.75
Only 1 190 49.5
. 2to4 176 46
Number of credit card 5107 12 35
81010 4 1
Once a month 105 27.5
Usage Frequency Once fortnightly 103 26.75
Once a week 142 36.75
Everyday 34 9
Business 22 5.75
Shopping 92 23.75
Purpose of Usage Groceries 108 27.75
Entertainment 45 115
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Continuation of Table 3

Purely personal reason 35 9
Education 30 7.75
Others

Convenience 5 15
Insurance 7 2
Medical 2 0.75
Online ticket 2 0.75
Petrol 36 9.5

Reliability analysis was conducted to guarantee the
internal consistency of the instruments employed in the
guestionnaire. According to [27], a Cronbach’s alpha
of at least 0.7 is considered acceptable. Cronbach’s
alpha coefficient for Credit Card Debt was 0.879, self-
esteem was 0.832, Impulsive Buying was 0.751,
Financial Knowledge was 0.723, interest rate was
0.830, and Marketing & Promotion was 0.789. The
variable with the highest reliability score was Credit
Card Debt, whereas Financial Knowledge had the
lowest reliability score (0.723). This study used the
skewness and kurtosis assessment normality tests. To
investigate this, an acceptable threshold of skewness
between -2 and +2, and kurtosis between -7 and +7.
The results show that the skewness and kurtosis values
of the wvariables are below the predetermined
thresholds, proving that all the data gathered for this
study have a normal distribution. Table 4 shows the
descriptive analysis and reliability of all the items
within the variables.

Table 4. Summary of Descriptive & Reliability
Analysis — All Items of Variables (developed by the

authors)
Variable N  Mean Std. Deviation
Credit Card Debt 384 4.69 0.512
Impulsive Buying 384 435 0.541
Self-Esteem 384 4.33 0.581
Financial Knowledge 384 421 0.678
Marketing & Promotion 384  4.41 0.542
Interest Rate 384 429 0.645

The degree of similarity between the research
variables, indicated by a correlation (r or R), was
determined using Pearson’s correlation evaluation [28].
Table 5 shows the results obtained. It is often a number
without units between 1 and -1. Pearson’s correlation
was chosen because the data in this investigation were
normally distributed. Overall, all the correlation
analysis data were above 0.50, which indicates that
there is a strong positive association between each
variable. In addition, the correlation is significant at the
0.01 level (2-tailed), where the p value is less than
0.005. The results of the Pearson’s correlation test are
shown in Table 6.

Table 5. Summary of Correlation Level (developed

by the authors)
Independent Variable R value Correlation level
Self-Esteem 0.865 strong positive
Impulsive Buying 0.736 strong positive
Financial Knowledge 0.519 Fairly strong
positive

Interest Rate 0.641 strong positive
Marketing& Promotion  0.752 strong positive

For the dependent variable Credit Card Debt, the
correlations of the independent variables were as
follows: self-esteem (r=0.865), Impulsive Buying
(r=0.736), Financial Knowledge (r=0.519), Interest
Rate (r=0.641), and Marketing& Promotion (r=0.752).
All independent variables showed a strong positive
correlation, whereas Financial Knowledge showed only
a strong positive correlation.

Table 6. Pearson’s Correlation Test Results (developed by the authors)

Variables Self- Impulsive Financial Interest Marketing & Credit card
esteem buying knowledge rate promotion debt
Self-esteem Correlation
Sig. (2-tailed)
Impulsive buying ~ Correlation 0.512** 1
Sig. (2-tailed) 0
Financial Correlation 0.645** 0.384** 1
knowledge Sig. (2-tailed) 0 0
Interest rate Correlation 0.718** 0.652** 0.651** 1
Sig. (2-tailed) 0 0 0
Marketing & Correlation 0.802** 0.523** 0.645** 0.852** 1
promotion Sig. (2-tailed) 0 0 0 0
Credit card debt Correlation 0.865** 0.736** 0.519** 0.641** 0.752** 1
Sig. (2-tailed) 0 0 0 0 0

Page | 114



Journal of Hunan University (Natural Sciences)

Multiple Regression analysis was carried out to
determine  how much variation in employee
engagement in manufacturing companies could be
explained by the independent variables. The calculated
R2 in table 7 is 0.970, whereas the adjusted R-squared
value is 0.892. Thus, self-esteem, impulsive buying,

Vol. 51 No. 10, October 2024

financial knowledge, marketing and promotion, and
interest rate factors explain 0.89% of the variance in
credit card debt. This also demonstrates that other
research factors, not included in this survey, account
for approximately 11% of the difference in credit card
debt.

Table 7. Regression Model Summary (developed by the authors)

Model R R Square

Adjusted R Square

Std. Error of the Estimate

1 .970° 0.892

0.89 0.36421

a. Dependent Variable: Credit Card Debt

a. Predictors: (Constant), Self-esteem, Impulsive Buying, Financial Knowledge, Interest Rate, Marketing& Promotion

F-statistic is used to test whether the null hypothesis
should be accepted or disregarded. Through the
ANOVA test, the F-statistic result along with the p-
value indicated that the entire set of results from the
analysis were significant. The table below
demonstrates that the explanatory variables are
statistically significant, that is, the model fits the data

well, with a p-value of 0.000. The regression analysis
in Table 8 yielded an F-value of 34.213 and p-value of
0.000. A p-value less than 0.05 suggests that the
independent factors have a substantial impact on
employee engagement. This reveals a substantial
relationship between employee engagement and the
independent variables.

Table 8. ANOVA test result (developed by the authors)

Model Sum of Squares Mean Square F Sig.
Regression 2345.67 469.134 34.213 .000"
Residual 1209.45 378 3.2
Total 3555.12 383

a. Dependent Variable: Credit Card Debt

b. Predictors: (Constant), Self-esteem, Impulsive Buying, Financial Knowledge, Interest Rate, Marketing& Promotion

The standardized coefficients () represent the
strength of the effects of the explanatory variables on
the dependent variable. If the significance level was
less than 0.05, the factor had a significant effect on
employee engagement; however, if the value was
greater than 0.05, the factor had an insignificant effect.
As we investigate the standardized coefficients (B) in
Table 9, self-esteem ($=0.125, P=0.000) had the
highest positive significance, followed by impulsive
buying ($=0.257, P=0.009). There were no known

negative significances due to the nil-negative (P)
values.

To identify the strongest and weakest relationships,
the focus is on the magnitude of the regression
coefficients (beta values). The higher the absolute
value of the coefficient, the more pronounced is the
relationship, with positive coefficients indicating a
positive relationship and negative coefficients
indicating a negative relationship (Table 10).

Table 9. Multiple regression analysis coefficients (developed by the authors)
Unstandardized Coefficients Standardized Coefficients

. B Std. Error Beta Sig.
(Constant) 0.888 0.190 4.671 0.000
Self Esteem 0.125 0.047 0.141 2.651 0.009
Impulsive Buying 0.257 0.050 0.298 5.12  0.000
Financial Knowledge -0.106 0.035 -0.129 -3.054 0.003
Interest rate 0.133 0.032 0.217 4.183 0.000
Marketing & Promotion 0.323 0.048 0.406 6.779 0.000

a. Dependent Variable: Credit Card Debt

Table 10. Summary of Hypotheses (developed by the authors)

No. Hypothesis P Result
H1 Low self-esteem has a positive correlation with credit card debt. 0.009 Supported
H2  Impulsive buying tendencies are positively corelated with credit card debt. 0.000 Supported
H3  Financial Knowledge has a significant influence on credit card debt. 0.003 Supported
H4  Marketing promotions have a significant impact on consumer credit card debt. 0.000 Supported
H5 Low interest rates have a significant impact on consumer credit card debt. 0.000 Supported
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5. Discussion
5.1. Hypotheses verification

H1: There is a significant relationship between self-
esteem and credit card debt in Malaysia.

Self-esteem has a significant impact on credit card
debt in Malaysia, as indicated by the beta value of
0.125 (p=0.000). Therefore, Hypothesis 1 was
confirmed because there was a significant correlation
between self-esteem and credit card debt. This
conclusion is consistent with several lines of evidence
[28]. Unquestionably, low self-esteem may be
associated with lower financial literacy and decision-
making skills. Individuals with low self-esteem may be
less likely to engage in effective financial planning and
budgeting, leading to poor money management and
increased reliance on credit. According to [28],
individuals with lower self-esteem may engage in
conspicuous consumption beyond their means to boost
their perceived social status or self-worth. This desire
to keep up with others in terms of lifestyle and
possessions can lead to increased credit card usage, and
consequently, higher levels of debt. Consequently, the
relationship between self-esteem and credit card debt is
multifaceted. Understanding these psychological
factors can be crucial in addressing and managing
individuals’ financial behavior.

H2: There is a significant relationship between
impulsive buying and credit card debt in Malaysia.

The study found that impulsive purchases have a
significant impact on credit card debt in Malaysia
under the present circumstances. The study found that
H2 was supported, indicating that impulsive buying
had a significant influence on credit card debt in
Malaysia. The beta coefficient for this relationship was
0.257 (P = 0.009). This result aligns with previous
studies indicating that impulse purchase behavior
frequently  entails  emotional  decision-making
motivated by the quest for instant gratification. Credit
cards enable people to fulfil these impulsive desires
without immediate financial consequences [10].
Impulsive  buying typically involves  smaller
spontaneous purchases that may accumulate over time.
While each individual purchase may seem
insignificant, the cumulative effect can lead to
substantial credit card debts.

H3: There is a significant relationship between
financial knowledge and credit card debts in Malaysia.

The research findings indicate that financial
awareness is a key factor that has a limited impact on
consumer motivation to acquire goods and services,
perhaps leading to debt accumulation. This conclusion
was supported by a p-value of 0.003. The findings are
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similar to those of [29, 30], concluding that individuals
with limited financial knowledge may struggle to
create and adhere to a budget. Without a clear
understanding of income, expenses, and financial
goals, they may overspend and rely on credit cards to
cover shortfalls. Limited financial literacy can lead to
misunderstandings of how credit cards work.
Individuals may not fully grasp concepts, such as
interest rates, minimum payments, and the
consequences of carrying a balance. This lack of
understanding can result in the accrual of high-interest
debt.

H4: There is a significant relationship between
interest rate and credit card debt in Malaysia.

The interest rate has a significant influence on
consumer credit card debt in Malaysia, with a
coefficient of 0.217 and p-value of 0.000. Therefore,
the study indicates that interest rates have a
considerable impact. This result is consistent with the
findings of [31]. As stated in [32], credit card
companies charge interest in the outstanding balances
that users carry from month to month. This interest is
typically expressed as the annual percentage rate
(APR). When credit card interest rates are high, it
becomes more expensive for individuals to balance
credit cards. Higher interest rates result in greater
financial costs for maintaining outstanding balances.
As interest rates increase, borrowing costs also
increase. This can discourage some individuals from
promptly paying off their credit card balances, leading
to the accumulation of credit card debt over time.

H5: There is a significant relationship between
marketing promotions and credit card debt in Malaysia.

Marketing and promotion have a considerable
influence on consumer credit card debt in Malaysia, as
evidenced by the beta value of 0.406 (p-value= 0.000).
Therefore, Hypothesis 5 is confirmed, because there is
a significant correlation between marketing and
promotion activities and credit card debt. This
conclusion agrees with several lines of evidence of [33]
that credit card companies invest heavily in marketing
to attract new customers. They use various channels,
such as television, online advertising, direct mail, and
in-person promotions, to create awareness about their
credit card products. Marketing efforts often highlight
the benefits of owning credit cards, such as
convenience, reward programs, cashback offers, and
exclusive perks. These promotions aim to entice
individuals to apply for and use credit cards.

5.2. Practical Implications

The intersection of self-esteem, impulsive buying
behavior, financial knowledge, interest rates, and
marketing/promotion  strategies  presents  several
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practical implications for managing and mitigating
consumer credit card debt. Understanding the link
between self-esteem and impulsive buying can inform
targeted interventions to promote healthier spending
habits. Financial education programs should not only
focus on enhancing consumers’ knowledge, but should
also address the emotional aspects tied to self-esteem to
foster responsible financial behavior. Additionally,
financial institutions could tailor credit card terms and
interest rates based on consumers’ financial literacy
levels, ensuring that those with lower financial
knowledge are not disproportionately burdened by high
interest charges.

Moreover, recognizing the impact of marketing and
promotion on consumer behavior underscores the need
for ethical marketing practices in the credit card
industry. Regulators and industry stakeholders should
collaborate to establish guidelines that promote
transparent communication about credit card terms and
discourage misleading promotions that may contribute
to impulsive buying. Financial literacy campaigns
should also include information on recognizing and
resisting the influence of marketing tactics to empower
consumers to make informed decisions.

A holistic approach that combines emotional and
financial education, responsible lending practices, and
ethical marketing strategies can contribute to reducing
consumer credit card debt. Policymakers, financial
institutions, and educators must work in tandem to
create an environment that fosters responsible financial
decision making and empowers individuals to manage
their credit responsibly.

5.3. Contribution

The key theoretical contribution of this study is the
understanding of the complex study of consumer credit
card debt behaviors and the interplay between self-
esteem, impulsive buying behavior, financial
knowledge, interest rates, and marketing and promotion
strategies. Self-esteem, as a psychological factor, can
affect an individual’s financial decisions, potentially
leading to impulsive buying habits. Individuals with
lower self-esteem may be more susceptible to seeking
momentary satisfaction through impulsive purchases,
consequently accumulating credit card debt. Financial
knowledge plays a crucial role in shaping consumer
behavior because individuals with a better
understanding of personal finance are more likely to
make informed choices and manage their credit
responsibly. Interest rates are a pivotal factor in the
credit card debt equations. High interest rates can
exacerbate debt accumulation, especially for those who
carry monthly balances. Consumers may find
themselves trapped in a cycle of debt because of
compounding interest charges. Additionally, the
marketing and promotional strategies employed by
credit card companies can have a profound impact on
consumer behavior. Aggressive marketing campaigns
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may tempt individuals to apply for credit cards or
increase their spending, thus contributing to the
accumulation of debt.

The practical contribution of this study is to
understand the intricate relationship between the
studied behaviors, which is crucial for developing
effective models aimed at promoting responsible
financial behaviors. Strategies that enhance financial
literacy, bolster self-esteem, and regulate impulsive
tendencies can empower consumers to make more
prudent credit decisions. Enhancing financial education
initiatives can equip consumers with the necessary
tools to understand interest rates and the potential
consequences of debt accumulation. In the realm of
consumer credit card debt, various factors intertwine to
shape individuals® financial behavior and ultimately
influence their debt levels. Self-esteem plays a
significant role in this context, as individuals with
lower self-esteem may succumb to impulsive buying
tendencies as a means of seeking momentary
gratification and boosting their self-worth through
material possession.

The legal contribution perspective formulated from
the results of this research considers how regulatory
frameworks can address credit card debt behavioral
issues. Consumer protection laws should focus on
fostering financial literacy and knowledge to empower
individuals to make informed decisions about credit
card usage. Similarly, regulatory measures to control
interest rates and promote transparent marketing
practices can mitigate the risk of excessive consumer
credit card debt. As the nexus between psychology,
finance, and marketing continues to shape consumer
behavior, comprehensive approaches are necessary to
address the multifaceted challenges associated with
credit card debt. Furthermore, legal measures should be
implemented to regulate marketing and promotional
practices in the credit industry. Stricter guidelines on
the transparent disclosure of interest rates and potential
long-term financial implications should be enforced to
ensure that consumers are not misled or enticed into
credit arrangements that may lead to unsustainable debt
levels. By promoting responsible marketing practices,
the legal framework can contribute to reducing the
prevalence of impulsive buying and its subsequent
impact on consumer credit card debt.

6. Conclusion

This research indicates a widespread lack of
understanding among cardholders regarding the crucial
aspects of credit cards, including their terms, interest
calculations, and how minimum payment choices can
lead to substantial debt accumulation. Understanding
these contributing factors is essential for developing
viable solutions for these financial challenges. This
study found that impulsive buying, self-esteem,
financial education, marketing and promotion, and
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interest rates play key roles in fostering consumer
credit card debt. These insights offer valuable
perspectives on Malaysian consumer debt behavior and
suggest pathways for enhancing financial management
strategies. To address these challenges effectively,
stakeholders, including financial institutions, regulatory
authorities, educational organizations, and consumers,
must work together to foster responsible credit card
usage and reduce debt-related problems. However, it is
important to note that this research is limited by its
focus on the Malaysian market. To develop a more
comprehensive understanding of credit card debt
patterns, researchers should expand their studies to
include different geographical regions, and explore
additional hypotheses and variables. Such expanded
research could provide valuable insights for both
academic  studies and practical applications,
particularly in helping consumers avoid excessive
credit card debts.
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