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THE IMPACTS OF COVID-19 ON POVERTY IN MALAYSIA

Nor Azira Ismail
noraz788@uitm.edu.my
Faculty of Business and Management, Universiti Teknologi MARA Cawangan Kedah

INTRODUCTION

The onset of the COVID-19 pandemic in 2020 has greatly impacted most of the nation
including Malaysia. The recent data released by the Department of Statistics Malaysia (DOSM)
has projected that the pandemic has reversed the decreasing trend on absolute poverty, causing
it to increase to 8.4 percent (639,800 households) in 2020 compared to 5.6 percent (405,400
households) in 2019. Taking into account the data from household income to present the incidence
of poverty, DOSM reported that the main sources of income of a household in 2020, which come
from paid employment and self-employment recorded a decrease of negative 16.1 percent and
negative 9.7 percent respectively. Meanwhile, the mean monthly household gross income
decreased by negative 10.3 percent to a record RM7,089 as compared to RM7,901 in 2019. The
reduction trend was contributed by households or individuals who experienced job losses, reduced
working hours, and an increased in skill-related underemployment (Mahidin, 2021).

THE ISSUES FROM COVID-19

The spreading of pandemics also affected the distribution of income among people. The
majority of households experienced with the decline in income make them shift from higher-income
to lower-income group. In 2020, 20 percent of households from the M40 group with income
between RM4,850 and RM10,959 has moved to the B40 group. Without being left behind, the
household in the T20 group was also affected when 12.8 percent has shifted to the M40 group.
However, the percentage decrease in income for B40 and M40 households was larger than the
T20 household group. An estimated 64.77 percent of B40 households rely on a single source of
income, making them vulnerable to shocks and stress risks that could impact their livelihoods
(Ghazali, 2017). Furthermore, about 60 percent of the labor market in Malaysia is dominated by
workers from B40 households which consist of low and medium-skill jobs. This puts them at risk
of losing their jobs and sources of income if no immediate action is taken by the government to
this group (Thinagar et.al., 2021).

THE GOVERNMENT AID FOR PANDEMIC

Currently, the Malaysian government has been playing its role to mitigate the economic
impact caused by the pandemic through launching eight stimulus packages worth RM530 billion
with the latest package, Pemulih is worth RM150 billion to address the crisis since the COVID-19
pandemic was declared in March 2021. The stimulus packages did not seem only to tackle issues
of poverty and inequality among the poor but to ensure inclusive protection of citizens from
economic shocks that are experienced by various income groups. Due to the closure of many
economic sectors during MCO, stimulus packages such as PRIHATIN that are provided by the
government have been targeted for B40 groups so they can spur economic growth and stimulate
the economy through household consumption activities (Thinagar et.al., 2021).

CONCLUSION

As to overcome the impact of the pandemic, the government used the tool of fiscal policy
by providing such stimulus packages which aimed to reduce the burden on those affected. Aligned
with the government expenditure-led economic growth hypothesis and based on the Keynesian
view, the government expenditure on major infrastructure and social programs stimulates
aggregate demand, thereby elevating economic growth (Arvin et al, 2021). As another solution,
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the government also used financial policy to issue a moratorium for housing loans and car loans
which can be deferred for six months. These government’s initiatives enable borrowers to have
better financial plans and reduce their struggle in this liquidity crisis. Meanwhile, Ismail et al.,
(2019) also proposed a strategy in monetary policy that can be enforced by the government to
increase the saving and income to those affected especially the B40 group in the future. The
government can provide an emergency saving plan by providing low monthly payments as an
initiative to encourage more participants for B40 groups. During an economic downturn or when
the country faces a financial crisis, those affected can withdraw their money from this emergency
saving plan. The economic stimulus package that has been implemented by the government will
then create a temporary boost in economic activities.
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