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Malaysian Financial Well-being during COVID-19 Pandemic: Does income classification make a difference?
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Abstract: The Covid-19 pandemic has affected émotions, health and the community's well-being. Even worse, when the movement control order had to be carried out to curb the spread of this disease and indirectly affected the financial well-being of employees in Malaysia. Therefore, this study aims to compare the financial well-being of Malaysian individuals between income classifications (B40, M40, and T20). Convenience sampling was used to get 265 respondents by using an online survey. A Kruskal Wallis test showed a statistically significant difference in the financial well-being between income classifications, χ2 = 13.818, p-value = 0.001, with a mean rank financial well-being of 119.71 for B40 employees, 131.96 for M40 employees, and 165.48 for T20 employees. In conclusion, employees were recommended to have retirement savings and an excellent financial attitude to have good financial well-being.
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Introduction
Coronavirus 2 (SARS-CoV-2) or Coronavirus disease (Covid-19) is a virus that causes severe acute respiratory syndrome. Covid-19 was discovered and has spread worldwide, including in Malaysia, since the end of 2019. The widespread COVID-19 epidemic worldwide has changed our lives in many aspects, especially in health, social, financial, and economic factors. Presently, statistics show about 200 countries are facing a downturn by Covid-19 (Nik Azman et al., 2021). Meanwhile, according to the Ministry of Health Malaysia, almost 36 thousand total death cases were reported as of 6th February 2023 in Malaysia. This pandemic caused lockdowns worldwide where the World Health Organization (WHO) enforced movement restrictions and Malaysia's government executed Standard Operating Procedure (SOP) for Malaysians to practice in this new normal. 
Consequently, this situation led to the financial decline of most Malaysians. According to the Star newspaper, Human Resources Minister Datuk Seri M Saravanan, about 100,000 Malaysians lost their careers during the movement control order (Tan et al., 2020). Nambiar (2012) stated that financial problems always became an issue among Malaysians even before the Covid-19 outbreak. This matter has become worse due to the pandemic. Lee (2021) stated that economists have mentioned that most workers risk losing their job because of the extended lockdown as the nation’s infection rates remain high. This concern has moved to the forefront of personal loans, which are the biggest reason for bankruptcies in Malaysia. This statement can be proven by the Law Minister of Malaysia, Wan Junaidi Tuanku Jaafar, who mentioned that a sum of 11,207 Malaysians was declared bankrupt during the Covid-19 outbreak (FMT Reporters, 2021). 
Ferrer-i Carbonell et al. (2003) indicated that financial well-being is part of personal division well-being which consists of the environment, housing, job, health, and leisure. Financial well-being, also known as financial wellness, is a substantial concept based on objectives and subjective measures. Furthermore, Gerrans et al. (2014) said researchers who approach financial well-being topics would usually conceptualize financial well-being as a subjective judgement. This pandemic significantly impacted the country's economy, leading to the decline of Malaysian finances. According to Haryanto (2020), most economists estimate that this pandemic outbreak will decrease global economic growth, including in Malaysia. The aftermath of the COVID-19 pandemic escalated the absolute poverty figure in Malaysia, increasing from 5.6 per cent in 2019 to 8.4 per cent in 2020 (DOSM, 2021). 
Therefore, this study attempted to compare the financial well-being of individuals in Malaysia with a preliminary analysis of respondent demographic profiles. The results will encourage Malaysians to understand their financial well-being better and have a high financial literacy to manage money better.
Financial well-being is defined as one’s financial situation based on emotions such as happiness and free from worry about financial problems (Joo, 2008). The denotation of financial well-being has evolved from a simple level of happiness or satisfaction in an individual’s financial state to a complex measurement that includes quantitative and qualitative materials (Delafrooz & Paim, 2011). This can be said that the real concept of financial well-being is faded and unclear, which can lead to its definition and measurement inconsistency (Bruggen et al., 2017). However, considering the previous measurement, adding a qualitative factor may be more suitable because only the respondents can express their true feelings about their financial wellness.
Gender differences may create a gap in financial knowledge resulting in a distinct interest in financial issues (Greimel-Fuhrmann & Silgoner, 2018). The prior study indicated that women's interest in finance is approximately 10 % lower than men's financial interest (Luhrmann et al., 2013). However, women have lower financial literacy, and it is hard to ¨ recover from the sudden financial shock. In addition, women outshine men in financial behavior and attitudes while having less financial education than men (Greimel-Fuhrmann & Silgoner, 2018). Regarding marital status, financial decisions made by the husband did affect the financial stability of the dual-income family. Previous results revealed at each level of financial literacy, the possibility of the husband contribution was higher than the wife. The monthly income of married employees in dual-income families impacts the percentage variation of their financial literacy levels. Therefore, married employees with higher incomes have better financial well-being than those with lower monthly incomes (Zaimah, 2019). 
Abd. Rahim & Samad (2012) found dissimilarities in financial literacy among various ethnicities in Malaysia. Chinese tend to have higher financial well-being than Malay and Indian. However, the Chinese tend to have lower financial well-being than Malay and Indian regarding solvency and consumer debt ratios (Abd. Rahim & Samad, 2012). The consumer debt ratio is the ratio of gross annual debt payment to discretionary income, and the solvency ratio is the ratio of assets to liabilities (DeVaney, 1994). Looking into the education level in Malaysia, the minimum education qualification to get employed is a Sijil Pelajaran Malaysia (SPM) certificate. Mahdzan et al. (2020) found significant differences between education levels in financial well-being. The outcomes portray that people with the highest formal education at the postgraduate level have the highest financial well-being followed by the undergraduate level. Vosloo (2014) also suggests that education is related to financial well-being. 
Next, it is worth looking into the job sector. Public workers are confident that their statutory savings will provide them with complete financial security when they retire (Kamakia et al., 2017). However, Mokhtar et al. (2015) reveal that public workers' overall financial well-being is average. On the other hand, people in business, farmers, professionals, and traders tend to achieve good financial well-being and financial literacy (Worthington & Whittaker, 2006). Osman et al. (2018) study suggests that retired people from government bodies do not have security in aspects of finance after their retirement compared to other job sectors such as private and entrepreneurs. 
Income classification in Malaysia segregates the population into three classes, namely, B40, M40 and T20. B40, M40 and T20 represent the percentage of the country's population of the Bottom 40%, Middle 40% and Top 20%, respectively, which represent the proportion of the total income households in Malaysia (Mahdzan et al., 2020). The income group base on the country's GDP; the value is not fixed and may increase or decrease year-buy-year. The threshold value for the income classification based on the 2019 DOSM Household Income and Basic Amenities (HIS/BA) survey 2019 are (1) less than RM4,850 for B40, (2) between RM4,850 to RM10,959 for M40 and (3) more than RM10,95 for T20 (DOSM, 2022). 
The financial Well Being Index (FWBI) was calculated to provide a better scenario of the financial well-being of Malaysian households and to address the discrepancy in the current MWI (objective measure) and MFWBI (subjective measure) (Prawitz et al., 2006). Mahdzan et al. (2020) have discovered that B40 households held the lowest value of FWBI which is 37.37. Next, M40 households reported FWBI of 46.11 and lastly, T20 households have the highest score of FWBI which is 58.67. The value of FWBI for the three groups respectively displayed that the B40 group has low financial well-being levels that can lead to financial instability. Furthermore, the M40 group holds a decent FWBI value. Shockingly, T20 groups are in a moderately higher place than the M40 households where individuals with high income also have an average level of financial well-being and average financial distress.

Methodology
Due to the COVID-19 pandemic, distributing the questionnaire to the respondents in person is hard as Standard Operation Procedure (SOP) must be practiced daily. Thus, convenience sampling was applied to gain a sample representing the captive audience. In addition, 265 respondents across Malaysia successfully answered the questionnaire distributed within a month. This study uses a cross-sectional design, where the sample information was collected using an online survey. For the research instrument, the demographic profile question mainly referred to an article by Mokhtar and Abd Rahim (2016), and for financial well-being question was obtained from Bureau (2015).
Analysis of Variance (ANOVA) compares individual financial well-being in Malaysia between income classifications. As Alexopoulos (2010) stated, an ANOVA table can describe the significance of survey or experiment findings. Three assumptions must be fulfill before the ANOVA test, namely, (1) the population must be normally distributed, (2) populations have equal variances, and (3) the sample are independent. 
However, if the assumption is not fulfilled, Kruskal-Wallis test is an alternative to ANOVA. According to Ostertagova et al. (2014), Kruskal-Wallis test can be used to compare more than two independent samples and is an adequate substitute for one-way analysis of variance. Non-parametric ANOVA makes no assumptions about the normality of random error, but it does require random error independence. 
In addition, further analysis is needed to see if there is a significant difference between the group. For example, Post Hoc Pairwise Comparison test were one of the most recommended tests to identify which group significantly differed from the other group.

The Findings
Respondent profile
Descriptive statistics were performed to identify the respondent distribution by demographic profile as shown in Table 1. More than 65% respondent were female, and 52.5% of all respondents were married. The majority of the respondents were Malay (94%) followed by Bumiputera (3.8%). For the respondents’ highest education level, more than 60% of the respondents had Bachelor degrees or higher. More than half (55.1%) of the respondents were working in the private sector, followed by the government sector (34.3%). Interestingly, among the respondents that participated in the study, three of them were retired and one was unemployed. As for respondent distribution based on the income class, 48.3% was from B40 and followed by M40 and T20 which is 30.9% and 20.8% respectively. 





Table 1: Respondent Distribution by Demographic Profile

	Variables
	
	Frequency
	%

	Gender
	Male
	85
	32.1

	
	Female
	180
	67.9

	Marital Status
	Married
	139
	52.5

	
	Single
	126
	47.5

	Ethnicity
	Malay
	249
	94

	
	Chinese
	4
	1.5

	
	Indian
	2
	0.8

	
	Bumiputera
	10
	3.8

	Highest Education Level
	Master/PhD
	43
	16.2

	
	Bachelor’s degree
	128
	48.3

	
	Diploma level
	45
	17

	
	Certificate level
	10
	3.8

	
	Secondary level
	39
	14.7

	Job Sector
	Entrepreneur
	24
	9.1

	
	Government
	91
	34.3

	
	Private
	146
	55.1

	
	Retiree
	3
	1.1

	
	Unemployed
	1
	0.4

	Income Class
	B40
	128
	48.3

	
	M40
	82
	30.9

	
	T20
	55
	20.8

	Total
	265
	100



Financial Well-being between Income Classification
Table 2 below shows the summary means of financial well-being according to income classification and the whole sample mean. The mean of Malaysian financial well-being is average since the entire sample mean is 53.02. Furthermore, the mean of financial well-being for each income classification is also in an average state, which is B40 is 51.83, M40 is 52.78, and T20 is 56.16. 

Table 2: Descriptive Statistics for Financial Well-being for each Income Classification

	Income
Classification
	Financial Well-being

	
	n
	Min
	Mean
	Max

	B40
	128
	41
	51.83
	63

	M40
	82
	41
	52.78
	65

	T20
	55
	44
	56.16
	78

	Total
	265
	41
	53.02
	78



Figure 1 shows a boxplot graph scoring financial well-being against income classification. The graph shows no outliers in this dataset. There is greater variability in financial well-being for T20. However, for B40 and M40 employees, they are almost the same.
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Figure 1: Boxplot of Scores for Financial Well-being and Income Classification

ANOVA Test Assumption
In order to achieve the study objective, the assumption for the ANOVA needs to be fulfilled. Table 3 shows that the population in this research is normally distributed since the p-value of Kolmogorov-Smirnov test is 0.000 which is less than 0.05. Hence, the first assumption (the population must be normal) was not fulfilled. 

Table 3: Test for ANOVA Assumption

	
	p-value

	Kolmogorov-Smirnov test
	0.000

	Levene Test
	0.002



Next, Levene test were performed to identify the homogeneity of variance for the population. The p-value is 0.002 which was less than 0.05, thus the population has unequal variance. Hence, the second assumption was not met. As the two assumptions for ANOVA test were not fulfilled, the ANOVA test cannot be performed. Thus, Kruskal-Wallis’s test should be substitute the ANOVA test in comparing the financial well-being of individual in Malaysia between income classification.  

Kruskal-Wallis Test
Table 4 below displays the p-value for the Kruskal-Wallis was 0.001, which is less than the alpha value (0.05). This indicates that there is a significant difference in financial well-being between employee income classifications.

Table 4: Kruskal-Wallis’s test

	Chi Square
	p-value

	13.818
	0.001



Looking into the mean ranks for the financial well-being score based on the income classification, T20 class suggest as the highest-scoring financial well-being with a mean rank of 165.48. However, M40 and B40 were followed as the second and lowest-scoring financial well-being with a mean rank of 131.96 and 119.71, respectively (Table 5).





Table 5: Mean Ranks for Financial Well-being based on the Income Classification

	Income Classification
	N
	Mean Rank

	B40
	128
	119.71

	M40
	82
	131.96

	T20
	55
	165.48



Post Hoc Pairwise Comparison
As Kruskal-Wallis’s test show that there is a significant difference in financial well-being between employee income classifications, thus, post hoc pairwise comparison analysis was performed to identify which income class differed. Table 6 shows there is no significant difference between income classifications B40 and M40. However, there is a significant difference between B40 with T20, also M40 with T20.  

Table 6: Pairwise Comparison between Income Classification

	Sample1 – Sample2
	p-value
	Significant

	B40 – M40
	0.257
	

	B40 – T20
	0.000
	***

	T20 – M40
	0.012
	***

	Significant Code: 0 '***' 0.001 '**' 0.01 '*' 0.05 '.’  0.1 ‘ ’  1



Conclusion 
The objective of this research is to differentiate the significance of income classifications in one's financial sustainability. To complete the objective, Kruskal-Wallis test was used to compare the mean of income classification towards financial well-being. The Kruskal-Wallis test was used instead of ANOVA test because there are 2 assumptions of ANOVA test that the researchers did not meet: normality and equal variance. There is enough evidence to prove that income classification significantly affects financial well-being. Post Hoc test was conducted by the analysts to study which income classification has a significant difference with each other. The results mentioned that M40 and T20 pair and B40 and T20 significantly differ in financial well-being. The finding parallels Mahdzan et al. (2020) which suggests B40 people have lower financial well-being than T20 people. The author also indicated that T20 households only have a moderately higher financial well-being than the M40 people. The same author also stated a positive association between income classification and their level of satisfaction in finances. Therefore, the most affected group is B40 because of the financial downturn. 

Recommendation
KWSP (2021) mentioned that EPF savings could ensure members' retirement well-being. According to MyPF (2022), Malaysians must save around RM240,000 before retiring at 55 to cover requirements such as food and expenses. Despite that, Salim (2022) reported RM 101 billion had been spent by about half of EPF members to survive during the pandemic. To rebuild EPF savings, the members need to serve as employees for about 4 to 6 years. Thus, i-Saraan was recommended in this research. KWSP (2021) has introduced the Voluntary Contribution with Retirement Incentive (i-Saraan), which enables freelance EPF members who do not generate regular earnings to make a self-voluntary contribution to their EPF savings while gaining additional government contributions. A few conditions need to be met for individuals to apply i-Saraan, which are the applicants need to be Malaysian citizens, registered EPF members, choose to contribute to i-Saraan, are below the age of 60 and be freelancers. One benefit for the members is that they will get an EPF death benefit of up to RM2500. As stated in Bajet (2022), i-Saraan will give the members an additional special incentive of 15% up to a maximum of RM250 per year. 
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