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ABSTRACT

The increase in the cost of living is often associated with various global issues faced by many
developing countries and it is also not a new issue in the field of economics and social well-being.
The main reason for the cost of living pressure is based on the increase in the price of goods to the
detriment of the low-income group. The cost of living is a cost that households have to bear not only
to meet basic necessities such as food, clothing and shelter but also other necessities for the comfort
of living including the cost of education, the cost of mobile services and the cost of vehicles for daily
use. The aim of this study was to look at the relationship between demand factors (household
expenses) and supply factors (household income) with the pressure of facing rising cost of living
among the B40 community. This survey was conducted on 74 respondents comprising staff at private
company who were directly involved in answering the questionnaire distributed and the data was
analyzed using the Statistical Package for The Social Science (SPSS) version 27.0 software. The
results showed that supply factors (household income) and demand factors (household expenses) had
a positive relationship with increased cost of living pressures among the B40 community. The supply
factor (household income) has a strong relationship with cost-of-living pressures. Therefore, the
government needs to raise the minimum wage limit to create a balance with the rising price of goods
while reducing the burden on society and thus increasing the standard of living.
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INTRODUCTION

The cost of living is the cost that households have to bear not only to meet basic needs such as food,
clothing and shelter but also other needs for the comfort of life including the cost of education, the
cost of mobile services and the cost of vehicles for daily use. In addition, the cost of living also refers
to the total household expenses including financial obligations such as car and housing loans, to
maintain the standard of living at a certain level. As expenditure patterns are unique as they are
measured by income level, location and household consumption group, the cost of living differs
between each household in Malaysia. Therefore, understanding consumer behavior plays an important
role in implementing effective strategies to achieve the goal of national economic growth and improve
the well-being and standard of living of the community, (BNM Annual Report, 2021). An increase in
income that is not in line with the increase in the cost of living is squeezing society today. According
to Dr. Mohamad Fazli Sabri, Head of the Department of Resource Management and Consumer
Studies, Faculty of Human Ecology, Universiti Putra Malaysia (UPM), the inflation rate is around 3.2
for 2014 and the increase in the annual salary of Malaysians is only two to three percent, causing most
disposable income to be spent on necessities basic. The majority of income is used to pay installments
such as housing, vehicles, education and personal loans.

Based on the Concept and Classification of Households Report (2019), there are three main
concepts of expenditure that need to be understood in analyzing household expenditure data, namely
household consumption expenditure, household non-consumption expenditure and current
expenditure. Household expenditure is expenditure on personal consumption of goods and services.
This expenditure refers to the value of consumer goods and services acquired, used or paid for by the
household through direct purchase, self-production, through the exchange of goods and services or
income in the form of property to meet the needs and wants of household members. Meanwhile,
non-household expenditure refers to payments on financial services and other payments to the
government for the purpose of increasing national income. For example, non-consumption
expenditures are payments in the form of transfers such as income tax, social security contributions,
compensation payments, compulsory payments and fines, other household grants and loan repayments
such as housing, vehicles and investments. The sum of these two expenses constitutes the current
expenditure of the household. In order to determine the value of expenditure for certain goods and
services, three approaches are used which are procurement, consumption and payment. Revenue is the
purchase value recorded at the time the goods and services are acquired while the consumption
method is for durable goods that have a long lifespan such as furniture and carpentry tools. This
method is also used in evaluating the use of utilities such as water and electricity. The payment
approach involves an advance payment to obtain certain goods and services which the goods and
services have not been received such as the payment of education fees and childcare services,
Expenditure Survey Household (2019).

Bank Negara Malaysia's annual report (2021) states that he high expense of living has long been
a major concern for many households. The pandemic has recently made it worse by upsetting supply
systems and creating mismatches in the supply and demand. While necessary in certain situations,
temporary fixes won't stop this problem from happening again and might even have unforeseen
repercussions. Because of this, structural changes that address cost as well as income issues are
necessary to increase households' resilience to shocks in the future. Mohd Agmin et al. (2018) states
that the increase in the cost of living can be dealt with if the factor of spending patterns that increase
sharply compared to the increase in income can be well controlled.

The increase in the cost of living occurs every year despite many complaints and moans from the
people about the increase in the price of consumer goods. However, the cost of living in Malaysia is
said to be lower when compared to other countries because we need to be aware that the salary
received in Malaysia is also lower compared to other countries. The pressure of the rising cost of
living in Malaysia and the impact is worse among the B40 people. Data from the Department of
Statistics shows that households with an income of less than RM3,000 face the issue of an increase in
the price of eggs by 13.4 percent, the price of beef 4.5 percent, vegetables 4.3 percent and the price of
seafood 3.7 percent, only in February 2022. In addition, if this problem continues, it will have an
impact on the M40 group who are increasingly included in the B40 group. In a country that is still
struggling with high unemployment and low wage increases, the cost of living pressure is forcing

2



Journal of Business Innovation

Jurnal Inovasi Perniagaan

Volume 8 /2023: 1-9

people to lower their standard of living. The most feared is that children from low-income families

will be forced to starve and many citizens will experience a lack of savings due to this increase in the
cost of living.

In the face of a very challenging economic uncertainty, Malaysians are haunted by the problem
of increasing household income not keeping pace with the rising cost of living. In fact, it is
exacerbated by the problem of unemployment and loss of income as a result of the unstable labor
market. Although the inflation rate in Malaysia is among the lowest compared to neighboring
countries in ASEAN such as Thailand, the Philippines and Indonesia, the increase in the cost of living
is said to exceed the increase in household income (Wahab et al., 2018). Among the causes that cause
the increase in the cost of living include the depreciation of the Malaysian Ringgit (RM), low average
household income, high import inflation and an increase in the unemployment rate (Latimaha et al.,
2020).

According to Harian Metro (2022), the relatively slow global economic momentum over the past
few years, especially in the last two years due to COVID-19, will take a long time to fully recover.
Malaysia is no exception to the scourge when a total of 46,132 individuals administered by the
Malaysian Insolvency Department (MDI) were declared bankrupt from 2018 until May 2022. Based
on MDI data, the total number of bankrupt individuals for the year 2022 until May is 2,694 cases.
From a five-year period, the number declared bankrupt was the highest in 2018 with a figure of
16,482 bankrupt individuals. Bankruptcy occurs due to various causes which are not only due to
external factors such as economy and career but also personal factors such as expenses exceeding
income which can lead an individual to be declared bankrupt.

The research conducted is aimed at:

1. To identify the relationship between the demand factor (household expenditure) and the cause of
pressure on the cost of living.

2. To identify the relationship between the supply factor (household income) and the cause of pressure
on the cost of living.

LITERATURE REVIEW

Demand Factors (Household Expenditures)

An increase in income that is not in line with the increase in the cost of living is squeezing people's
lives today and this situation affects the purchasing power of consumers and the ability to save among
consumers. In fact, the household had to allocate spending that is higher than before, especially for
spending on daily goods (Eh Noi et al., 2017). According to Basil (2017), basically the increase in the
price of goods is closely related to the ability or purchasing power of consumers. This is because it
will put pressure especially on low-income households because the quality of goods that can be
bought will decrease. While according to Chiew (2018), low-income groups are said to be more
vulnerable to risk due to their financial ability and low level of savings. However, the increasing cost
of living as a result of economic uncertainty and the increase in the price of goods and services puts
pressure on all but more significantly on the B40 group (Hafizuddin Syah et al., 2019).

Supply Factor (Household Income)

Household income is the total income earned by the household, either in cash or in kind, and can be
referred to as gross income. According to Latimaha et al. (2020), the results of an empirical study
show that per capita income is significant in increasing the cost of living. This is due to the increase in
demand for goods and services which has an effect on the overall price level. However, Siwar (2019)
argues that per capita income is not a significant variable in determining the cost of living because the
matter is not clear based on a study of 12 different expenditure categories giving different results
based on different opinions and choices. Bahari et al. (2018) also agreed that per capita income has a
significant relationship to the cost of living because using real income is a better measure of economic
well-being to identify cost of living changes.

Cost of Living Pressure
The issue of the rising cost of living is a global issue faced by many developing countries and is not a
new issue in the field of economics and social well-being. In fact, developed countries such as the
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United States and Japan are also faced with the problem of increasing the standard of living of their

people (Mohd Agmin et al., 2018). Meanwhile, according to the Worldwide Cost of Living Survey

(2017), Singapore is the city with the highest cost of living in the world. The cost of living is the cost

of expenses that are allocated to meet every household's needs and wants according to location and

time at a certain time (Bahari et al., 2018). Among the costs of basic necessities borne by households

are food, drink, housing and clothing (Rose et al., 2020). In addition, other requirements that are

considered necessary in this day and age include the cost of health, education and transportation to
ensure the comfort of the household in line with the globalization of the world.

Demand Factor
(Household Expenditure)

Cost of Living
Pressure

Supply Factor
(Household Income)

Diagram 1 : Research Framework (Mohd Aqmin et al., 2018)
METHODOLOGY

This study was conducted on the staff of a private company in the State of Melaka. This research uses
correlation studies which examines the relationship between variables to explain the phenomenon that
occurs. This study was made to determine between two independent variables which are the demand
factor in household expenditure and the supply factor in household income with one dependent
variable which is the cost of living pressure. In this research instrument, the researcher uses a
questionnaire to collect data from the respondents directly to answer the questionnaire that has been
set. This study involved staff with income between RM2,500 to RM4,850. The sample is determined
based on the Tabachnick & Fidell (2013) formula and the recommended formula is N > 50 + 8m
where m is the number of independent variables. So, based on the current number of employees of the
company and the calculation formula 50 + 8(2) = 66, so the minimum number of respondents that
need to be collected is 66 respondents.

In this study, the researcher chose non-random sampling because this sampling involves the
selection of a sample from a population that has been identified based on set criteria and the selection
of the sample is also not determined with any restrictions. In this study, the researcher use a primary
data where a total of 74 survey forms has been distributed to the company's staff as a respondent.
Once the data from the questionnaire is obtained, the researcher enter the data into the computer to be
analyzed using the software Statistical Package for Social Science (SPSS) version 27. There are two
analyzes used in this study which are descriptive analysis and Pearson correlation analysis.
Descriptive analysis was used to express the frequency, percentage, mean and standard deviation of
the studied variables. Pearson's correlation analysis was used to measure the strength and direction of
the linear relationship between two variables to see the relationship between demand factor variables,
supply factors and cost of living pressure.

RESEARCH FINDINGS
Table 1 : Demographic Information
Profile Frequency Percentage (%)
Male 30 45.5
Gender Female 44 54.5
Total 74 100.0
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1 — 5 years 19 25.7
. 6 — 10 years 32 432
Working 03 176
experience 11— 15 years .
15 years and above 10 13.5
Total 74 100.0
Below RM2500 36 48.6
RM2,501 — 17 23.0
RM3,170
RM3,171 - 13 17.6
Income (RM) RM3.970
RM3,971 — 8 10.8
RM4,850
Total 74 100.0

Table 1 above shows the frequency and percentage of respondents according to gender, total
income and length of work experience for the company's staff. Based on the analysis of the study,
there are 40.5 percent of male respondents involved in this study while the remaining amount is made
up of female respondents which is 59.5 percent. This shows that the number of female respondents is
more than the male respondents involved in this study. The above table also shows the years of
working experience of respondents where there are a total of 19 respondents who have served
between 1 to 5 years where they represent 25.7 percent. While for work experience between 6 to 10
years there are 32 respondents representing 43.2 percent and is the highest percentage. Next, for years
11 to 15 years there are as many as 13 respondents where the percentage is as much as 17.6 percent,
lastly for 15 years and above which is the lowest percentage of 10 respondents representing as much
as 13.5 percent. The distribution of respondents for monthly income shows 48.6 percent of
respondents from income less than RM2500, 23.0 percent from income RM2,501 - RM3,170, 17.6
percent from income RM3,171 - RM3,970, while income 10.8 percent from an income of RM3,971 -
RM4,850. This shows that the monthly income of less than RM2500 is the highest which is 36
respondents with 48.6 percent.

Correlation Analysis

Table 2 shows the relationship between the variables studied, namely the relationship between the
supply factor (household expenditure) and the demand factor (household income) with the cost of
living pressure. The results of the findings of this study show that the variables of the supply factor
(household income) and the demand factor (household expenditure) show a very strong relationship
and this can be seen according to table of Davis (1971) regarding relation strength between variables..

Table 2 : Correlation between variables and cost of living pressure

Variables r p
Demand (Expenditure) 0.355%* 0.000
Supply (Income) 0.677** 0.000

The results of the study show that there is a positive relationship between demand and cost of
living pressure among the B40 community (r = 0.355, p < 0.000). Based on table of strength of
relationship between variables by Davis (1971), the relationship between demand and cost of living
pressure is a moderate relationship. This positive correlation shows that there is a positive relationship
that the higher the demand, the higher the cost of living pressure among the B40 community.

There is a significant positive relationship between supply and cost of living pressure among the
B40 community which is supported by the correlation coefficient (r = 0.677, p < 0.000). Based on
table of strength of relationship between variables by Davis (1971), the relationship between supply
and cost of living pressure is a strong relationship. The positive correlation shows that there is a
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positive relationship that the higher the supply, the higher the cost of living pressure among the B40
community.

DISCUSSION & CONCLUSION

Based on the results of the study, the supply factor ie household income has a strong relationship with
the cost of living pressure. This shows that the respondents feel that their current income is not able to
cover the current spending pattern. Thus, this results in the pressure of their living costs increasing.
This point is also supported by Latimaha et al. (2020), in the results of an empirical study showed that
per capita income is significant in increasing the cost of living. This is due to the increase in demand
for goods and services which has an effect on the overall price level. In addition, Bahari et al. (2018)
agreed that per capita income has a significant relationship to the cost of living because using real
income is a measure of well-being better economics to identify changes in the cost of living.

Based on the results of the study obtained, the demand factor which is household expenditure has
a moderate relationship with the cost of living pressure. Wherein, the respondents involved in the
study think that increased household expenses will put pressure on the cost of living for low-income
households. Undoubtedly there are some consumers who are affected but consumers have to adapt
due to the unstable economic situation. This can be proven through the study of Basil (2017)
according to him basically the increase in the price of goods is closely related to the ability or
purchasing power of consumers. This is because it will put pressure especially on low-income
households because the quality of goods that can be purchased decreases. However, according to
Hafizuddin et al., (2019), the increasing cost of living as a result of economic uncertainty and the
increase in the price of goods and services puts pressure on all but more significantly on the
B40.

According to the research conducted by the researcher, the researcher hopes that the involvement
of various parties will play an important role in ensuring the well-being of the community from the
B40 group. This proposal is focused on the Malaysian government and future researchers. The supply
factor (household income) is the main aspect that should be emphasized in increasing the cost of
living among the B40 community. As we know on May 1, 2022, the Minister of Human Resources
(National Salary Consultative Council) has enforced an increase in the minimum wage from RM1,200
to RM1,500. The minimum wage is the basic wage only and does not include other benefits, the rate
is as stipulated under Section 23, National Wage Consultation Council Act 2011 under Act 732.
Although, the government has ordered every employer to provide a minimum wage limit to
employees but there are some employers who disobey the order. In addition, there are also employers
who do not pay other benefits because of the increase in the minimum wage. So, the government
should monitor the employers whether they are following the government's order or not and the
government should also ensure that the employees get the benefits promised by the employer.
Employees can also make a report to the labor office if the employer does not comply with the
minimum wage order and the employer who is found guilty will be fined as a result of that act.

The next suggestion is the demand factor (household spending) which is increasing due to drastic
price increases, especially basic necessities. This is because there are a few traders who want to
increase the price of goods, especially on certain days such as festivals and public holidays. To
prevent this from continuing to happen, the Ministry of Domestic Trade and Consumer Affairs
(KPDNHEP) must go into the field to monitor the price of coins that have been set by the work, this
monitoring is not only for large supermarkets but also for small traders such as shops retail and wet
markets outside the city. Recently the government has introduced the Rahmah menu to the whole
country and there are also traders who have taken up the challenge to add this Rahmah menu to
consumers. However, there are suggestions for improvements to this Rahmah menu because not
everyone thinks RMS5 is something cheap, especially for the poor, so the government can prepare this
Rahmah menu in the form of a package of basic necessities (rice, oil, sugar and others) at a price that
is much cheaper if bought separately. This is an incentive for the government to help the poor in the
country.
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