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Abstract 
This paper analysed the consumption patterns exhibited by households in the 
state of Penang, Malaysia. The data were sourced from the Household 
Income and Expenditure Survey 2016 as obtained from the Department of 
Statistics Malaysia (DOSM). The consumption patterns of B40 households 
were compared to those of M40 households for the purpose of determining 
B40 household lifestyles in correlation to their rising cost of living. To this end, 
an estimation of income elasticities was made based on Engel curves and 
their quadratic function and by using the Almost Ideal Demand System (AIDS) 
methodology. The estimation method chosen was attributable to its 
consistency with the consumer utility theory. Consequently, the results 
revealed no significant difference in expenditure recorded between B40 and 
M40 households pertaining to the aspects of restaurant and hotel, furnishing, 
household equipment, routine household maintenance, and alcoholic 
beverages and tobacco consumption. Similarly, their spending on education, 
clothing and footwear, and health yielded no statistically significant difference, 
as well as in comparison with T20 households. According to this analysis, the 
lifestyle held by B40 households is similar to that of their M40 counterparts, 
which may be linked to the rising cost of living for a B40 household. 
Henceforth, the findings of this study will provide new information concerning 
the patterns of consumption and lifestyle held by B40 households. Such 
insight may prove to be useful for the government towards the planning and 
development of better support or policies for this particular demography in 
achieving betterment and well-being. 
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 Introduction 
Simply put, lifestyle is the way of life held by an individual, 

namely the manner in which they interpret their lives in the social 
context. According to Ultin (2011), it encompasses how one chooses 
to live, use their time, communicate with other people, and who their 
friends are, where they live, where they go for a holiday or shopping, 
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and what they consume. Alternatively, lifestyle functions as a social 
conversation to fulfil individual needs and aspirations, namely by 
communicating and expressing their social position in society and 
preferences to others. This communication may be reflected by the 
goods and services consumed and the properties possessed. 
Accordingly, Ultin (2011) and Røpke (2009) are of the opinion that 
one’s lifestyle is closely related to resource consumption in societies, 
as well as the production of goods and services and consumer 
consumption patterns. In Hubacek, Guan, and Barua’s (2007) work, 
excellent economic performance has resulted in improvements in the 
average quality of life and transformed the typical consumer 
consumption patterns. Consumers are reportedly happy not only with 
enough food and clothes, but also with goods and services of better 
quality (Hubacek, Guan, and Barua, 2007). 

Previously, Tan (2016) has defined the cost as living as the 
minimum budget to be spent for certain goods and services in attaining 
a certain standard of living. This description allows the correlation 
between the issue of rising living costs with lifestyle and the level of 
income. If income increases at a slower rate than inflation, households 
will need more money to get the same quality and quantity of products. 
Similarly, consumption pattern changes to attain one’s desired lifestyle 
are also contributary towards the higher cost of living. This is reflected 
in an annual report by Bank Negara Malaysia (2015), which has stated 
that the cost of living is related to the rising inflation and individual 
spending patterns. It has further underlined the fact that the household 
income by all income groups is always higher than their respective 
monthly expenses. Such notion is parallel to the UKM Consultant 
Report (2016), which has concluded the same. Accordingly, the main 
contributory factors towards a higher cost of living include incremental 
commodity prices, slower income growth, and higher spending patterns 
of households. 

Furthermore, in the Household Expenditure Survey Report 
(2016), the three most significant components of household 
consumption are goods, namely food, housing, and transportation. The 
income elasticity theory dictates that these goods have low demand 
elasticity (i.e. lower than 1.0), wherein an increase in income will reduce 
the demand for them. Therefore, the elasticity of basic goods 
expenditure encompassing housing, food, and transportation is highly 
related to one’s lifestyle. The objective of this study is to investigate the 
lifestyle of B40 households by estimating the income elasticities of 



MALAYSIAN JOURNAL OF CONSUMER AND FAMILY ECONOMICS Vol 27, 2021 

27 

particular goods. This element is a decisive factor in describing any 
similarities between the lifestyle of B40 and M40 households, allowing 
a delineation of the rising cost of living amongst the former group. For 
example, James Petras (2007) has depicted the association between 
income increments with the standard of living, whereby it denotes one 
of the key factors in improving the latter aspect. Accordingly, the impact 
of an increased income on spending patterns has been studied, 
specifically by analysing the elasticity of household spending. This will 
clearly demarcate whether the goods are necessary, normal, or 
luxurious in nature. 

Henceforth, this study examines the effect of income increments 
on the spending pattern to show whether a shift in the latter is 
explainable by lifestyle and can be related to the rising cost of living. 
Such endeavour undoubtedly contributes to the available literature in 
terms of three dimensions. First, this study considers the elements of 
household income and household spending to find the cause of rising 
living costs. Second, the theory of elasticity is applied to generate an 
analysis of household lifestyles, which is performed by utilising 
household consumption as per the type of goods as a proxy for 
elasticity demand. This step allows the development of a solid 
hypothesis regarding lifestyle and cost of living alike. Third, data 
sourced from the nationwide Household Income and Expenditure 
Survey (HES) as conducted by DOSM are implemented in this study to 
obtain detailed information pertaining to household income and 
expenditure by type of goods. 

 Literature Review 
In the field of economics and social welfare, living cost denotes 

an issue extensively discussed since the early 1900s. Among others, 
Edward (1912) has elucidated several factors that can explain the rising 
costs associated such as war and producer ethics, which slows down 
goods production and dictates price determination, respectively. 
Previously, discussions concerning the cost of living typically revolved 
around the topic of commodity expenses. Woods (1920), however, has 
looked into some additional perspectives: in addition to expressing the 
effect of necessities price changes on household well-being, the issue 
of wages is similarly important. According to Woods (1920), an 
increase in salaries further leads to an increase in demand for goods 
and services, and this caused a higher price. This finding is supported 
by other scholars that have concluded the shift to consumer’s 
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purchasing power (Basil, 1920) and household consumption pattern 
(Nelson, 1991) due to the increased salary. In particular, wage 
increments tend to concurrently increase the demand for goods, 
thereby resulting in higher market prices and cost of living. 

In general, issues associated with the cost of living and standard 
of living cannot be discussed separately as a better standard can be 
linked to increased costs (Petras and Veltmeyer, 2007; Tan and Luu, 
2016). Similarly, economic growth leads to an improved quality of life, 
rendering the prices of goods offered in the market higher and thus 
resulting in an exorbitant cost of living (Petras and Veltmeyer, 2007). 
However, Muller (2002) has dismissed the link between such prices 
with the increasing living standard attributable to the lack of supplies, 
whereby households can simply consume goods within their means. 
Nevertheless, Tan and Luu (2016) have emphasised that the cost of 
living is wrongly measured across different economic classes of 
residents in cities. These scholars are thus the pioneers in demarcating 
the cost of living for expatriates versus ordinary residents as seen in 
the literature (Tan and Luu, 2016). This was achieved by considering 
the different qualities of products and services consumed by both 
groups in the form of price differences across various retail outlets, 
which were then related to consumer’s utility. According to them, the 
costs of living differed between the groups given their dissimilar 
lifestyles, incomes, and consumption patterns. 

Meanwhile, Fritz, Hermann, and Katrin (2013) have underlined 
the level of disposable incomes as the most critical factor in explaining 
consumption patterns. Regardless of this statement, research 
conducted across different countries recorded with varying income and 
consumption levels has revealed a weak correlation between income 
and consumption patterns. As a result, much room is available to 
discuss other explanatory factors, such as culture, religion, or lifestyle 
choices. For example, a large number of nations exhibit the same level 
of calorie consumption, despite having very different income levels. 
Besides, the same income level translates to a greatly variant 
consumption structure. Accordingly, the relationship between lifestyle 
and consumption pattern has been confirmed in the work of Djermani 
et al. (2020). Andrews et al. (2017), meanwhile, have revealed a 
positive association between a healthy dietary lifestyle and the patterns 
of fruit and vegetable consumption. 

In Malaysia, in particular, the cost of living has emerged as a hot 
topic recently. For example, a study by Bank Negara (2015) has 
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investigated the rising cost of homeownership and the minimum wage 
necessary for living in large cities such as Kuala Lumpur. It stipulated 
that at least RM2,700 would be needed per month for single adults 
living in the city as their living wage. Simply put, the current spending 
pattern of eating out and public transportation as the chosen transport 
mode to work demand for higher monthly wages of at least RM2,700 
to live in major cities in Malaysia. Alternatively, Rusli Latimaha, Zakaria 
Bahari, and Nor Asmat Ismail (2018) have delineated household 
income, family size, age of household, sex ratio, number of rooms, 
electrical appliances usage cost, broadband subscription, and number 
of privately owned cars as factors influencing the living cost in major 
Malaysian cities. Among these factors, electrical appliance usage, 
broadband subscription, and number of privately owned cars can be 
specifically related to the household lifestyle. 

To date, the number of studies expounding on the cost of living 
and consumption patterns in the context of Malaysia is very limited. Tey 
Yeong Sheng et al. (2008), for example, have investigated the local 
food consumption patterns by using the Household Income and 
Expenditure Survey 1999/2000 and 2004/2005. Their discovery 
indicated lesser price elasticity for the meat compared to fish for both 
periods of time, wherein increased meat expenditure might be 
attributable to income increments as opposed to price reduction. 
Furthermore, the scholars identified higher consumer sensitivity 
towards vegetable price changes compared to fruits in 2004/2005. This 
particular observation could be explained by the highly volatile 
vegetable price following insufficient domestic supply due to natural 
disasters, including a flood that destroyed farmer harvests during the 
survey years. Moreover, Malaysian consumers gained more utility from 
an increased cereal intake in 1999/2000, whereas meat and fish 
dominated in 2004/2005. The estimated income elasticities and 
marginal budget share both indicated Malaysians’ preference for 
higher-value food items over staple options in the near future. 

In Doris Padmini Sevaratnam and Poo Bee Tin’s (2008) study, 
they have discovered higher expenditures recorded for consumers of 
the low-income group in comparison with income due to high living 
costs incurred in urban areas. Among these individuals, a majority of 
the elderly would consume moderate amounts of fried food each week 
and reused their fried oil for cooking. Alternatively, Selamah Abdullah 
Yusof and Jarita Duasa (2010) have reported Du and Kamakura’s 
(2008) findings pertaining to the higher preference share of the poorest 
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20 per cent of their sample compared to their richest 20 per cent 
counterpart. This preference is directed to the following items: food at 
home; tobacco and smoking products; health insurance; telephone 
services; electricity and water; sewer and trash collection services; and 
gas, heating oil, and coal; such list is suggestive of them being in the 
category of essential consumption. In South Africa, especially, rural 
households would spend a significantly higher share of expenditure on 
food outlay than their urban counterparts. Besides, female-earned 
income has a significant and positive effect on the household’s budget 
share of clothing (Maitra and Ranjan, 2006). 

Previously, Wan (1996) has performed an Engel function 
estimation to compute elasticity in the context of the rural China region, 
revealing staple food and clothing as necessities. In contrast, housing 
and eating out appeared to be the top two most luxurious goods. 
Alternatively, housing was classified in the Netherlands as a necessary 
commodity along with food and beverages and home energy. 
Meanwhile, their luxuries included personal care and healthcare-
related items, food away from home, holidays, and entertainment 
(Kalwij and Salverda, 2007). Contrarily, Denton et al. (2006) have 
applied an adapted form of AIDS to estimate the expenditure patterns 
and elasticities for the older Canadian population. The work revealed 
the highest elasticities for recreation, transportation, alcohol, clothing, 
restaurant-bought food, and health and personal care. Meanwhile, 
home-prepared food, tobacco, and shelter generated the lowest 
elasticities of well below one, implying their status as necessities. 
Henceforth, this study examines the impact of income increase on the 
spending patterns of B40 households to delineate whether any 
changes of the latter element can be explained by lifestyle and related 
to the rising cost of living accordingly. 

 Methodology 
To correlate lifestyle and cost of living, this study refers to the 

works of Blow et al. (2004) and Isabelle Schulte (2017). For example, 
Isabelle Schulte’s (2017) study on the elasticity of electricity demand 
for residential areas in Germany has concluded that households of 
different income groups would view expenditure for electricity 
differently. In particular, spending on different classes of goods defined 
as either luxury, normal, or subordinated was based on the demand 
elasticity. Meanwhile, Blow et al. (2004) have indicated that any 
changes in spending habits implicate social and cultural shifts, 
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revealing the effect of total budget on spending patterns in the United 
Kingdom (UK) from 1975-1999 by using the quadratic Engel curves. In 
economics jargon, goods with a higher expenditure share and a greater 
level of total spending are thus known as ‘luxuries’, whereas those with 
lower shares as the total spending rises are ‘necessities’. Simply put, 
a downward-sloping Engel curve occurs when the goods in question 
are expenditure-inelastic: as its total expenditure rises, the expenditure 
share falls (i.e. income elasticity less than 1). In contrast, an upward-
sloping Engel curve defines luxury goods with an income elasticity of 
more than 1. Accordingly, the study has shown that certain goods, such 
as communications, have transformed from being a luxury item to a 
necessity over time and are indicative of the shifting consumer 
preferences over the past 25 years in the UK.  

Therefore, this study adopted an empirical framework to 
estimate income elasticities based on the quadratic Engel function by 
using the AIDS method. The Engel function is given as: 

Sij = α0i + α1i ln(E j ) + α2i [ln(E j )]2 + εij ; 

where  

Sij is the budget share of commodity i for individual j,  
Ej is the total expenditure of individual j.  
*This study assumes the prices are the same for all individuals.  

Income elasticity of commodity i is equal to ei = 1+ !"1i / #̅i + 2	!"2i 
ln &' / #̅i; where #̅i and ln &' are the mean budget share and mean total 
expenditure of commodity i, respectively, and !"1i and !"2i are the 
estimated values of α1i and α2i.  

Following Deaton and Muellbauer (1980b), items with an income 
elasticity > 1 were considered luxuries while those with elasticity < 1 
were deemed a necessity. In this study, the sample was divided into 
three subgroups based on income bracket, namely B40 (i.e. income 
below RM 4000), M40 (i.e. income between RM 4001 and RM 9000), 
and T20 (i.e. income more than RM 9001). The income elasticities were 
compared between the subgroups, following which an estimation of the 
quadratic Engel function was done by incorporating the three brackets 
as the additional explanatory variables.  

This study utilised the survey data generated by the DOSM 
(2016), specifically from the Penang state only. In total, 859 
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respondents participated in the survey; their demographic profile is 
shown in Table 1. 

Table 1 : Demographic Profile of Respondents 

 Category Percentage 
Number of households 1 to 4 

5 to 8 
9 to 12 

69.8 % 
29.1 % 
1.0 % 

Strata  Urban 
Rural 

89.9 % 
10.1 % 

Race  Bumiputra 
Chinese 

India 
Others 

40.3 % 
45.9 % 
11.4 % 
2.4 % 

House type Detached 
Semi-detached 

Terrace 
Apartment 

Condominium 
Townhouse 

19.0 % 
6.2 % 
33.8 % 
12.6 % 
5.0 % 
0.1 % 

House status Own 
Rented 

Quarters 

77.4 % 
20.7 % 
1.9 % 

Income category B40 
M40 
T20 

31.0 % 
40.6 % 
28.4 % 

 
 Results and Discussion 

A cross-tabulation table was implemented to analyse the 
respondent distribution in this study, wherein they were categorised 
according to income category, ethnicity, type of residence, and status 
of residence. Table 2 depicts the distribution of respondents by income 
category and ethnic group. In the B40 income category, 44.4 % or a 
majority of the respondents were Bumiputera, while 42.1 % were 
Chinese, 10.2 % were Indian, and the remaining 3.4 % were of other 
ethnicities. Meanwhile, respondents of the M40 income category 
comprised 39.7 % Bumiputera, 43.9 % Chinese, 13.1 % Indian, and 
3.4 % of other ethnicities. For the T20 income category, however, 
36.8 % of the respondents were Bumiputera, while 53.0 % were 
Chinese and the remaining 10.3 % were Indian. 
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Table 2 : Cross-Tabulation for Income Categories and Races 
 

Race Total 
Bumiputera Chinese India Others 

Income 
Categories 

B40 44.4 % 42.1 % 10.2 % 3.4 % 100.0 % 

M40 39.7 % 43.9 % 13.1 % 3.4 % 100.0 % 

T20 36.8 % 53.0 % 10.3 % 
 

100.0 % 

Total 40.3 % 45.8 % 11.4 % 2.4 % 100.0 % 

Furthermore, a cross-tabulation between income category and 
housing types is shown in Table 3. In general, 21.1 % of the 
respondents in the B40 income category lived in detached houses, 
followed by 2.6 % in semi-detached houses, 30.1 % in terrace houses, 
24.4 % in flats, 15 % in apartments, 6.4 % in condominiums, and 0.4 % 
in townhouses. For those classified under the M40 income category, 
meanwhile, 19.3 % lived in detached houses, 6.4 % in semi-detached 
houses, 39.1 % in terrace houses, 19.3 % in flats, 11.7 % in 
apartments, and 4.2 % in condominiums. The T20 income category 
consisted of 16.2 % living in detached houses, while 9.8 % lived in 
semi-detached houses, 29.5 % in terrace houses, 28.6 % in flats, 
11.1 % in apartments, and 4.7 % in condominiums.  

Table 3 : Cross-Tabulation for Income Category and Housing Type 
 

Housing Type 

Total 

Detached 

Sem
i-Detached 

Terrace 

Flat 

Apartm
ent  

Condom
inium

 

Tow
n House 

Income 
Category 

B40 21.1 % 2.6 % 30.1 % 24.4 % 15.0 % 6.4 % 0.4 % 100.0 % 
M40 19.3 % 6.4 % 39.1 % 19.3 % 11.7 % 4.2 % 

 
100.0 % 

T20 16.2 % 9.8 % 29.5 % 28.6 % 11.1 % 4.7 % 
 

100.0 % 
Total 19.0 % 6.2 % 33.7 % 23.4 % 12.6 % 5.0 % 0.1 % 100.0 % 

In Table 4 below, a cross-tabulation between income category 
and housing ownership is depicted, whereby a majority of the B40 
respondents (75.2 %) owned their houses, while the remaining 22.6 % 
were renters and 2.3 % lived in quarters. In the M40 income category, 
76.5 % of the respondents owned their houses while 22.3 % were 
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renters and 1.1 % lived in quarters, whereas for the T20 income 
category, 81.2 % owned their houses while 16.2 % were renters and 
1.9 % lived in quarters. 

Table 4 : Cross-Tabulation for Income Categories and Housing Ownership 
 

Housing Ownership 
Total Own Rent Quarters 

Income Category B40 75.2 % 22.6 % 2.3 % 100.0 % 

M40 76.5 % 22.3 % 1.1 % 100.0 % 

T20 81.2 % 16.2 % 2.6 % 100.0 % 

Total 77.4 % 20.7 % 1.9 % 100.0 % 

Accordingly, Figure 1 depicts the demarcation of expenditure by 
the consumers into ‘basic needs’ and ‘non-basic needs’. Definition-
wise, basic needs refer to expenditure on food, transportation, housing, 
clothing, and healthcare. In theory, economic theory confirms that low-
income households will wield a greater proportion of their earnings on 
purchasing ‘basic needs’ as opposed to luxury expenses. 

 
Figure 1 : Share of Basic Needs and Non-Basic Needs 

In this study, households of the T20 income category spent more 
on housing, namely 33.89 % of their total expenditure, as opposed to 
their M40 and B40 counterparts (i.e. 24.15 % and 24.78 %, 
respectively). However, the housing expenditure of the latter two 
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brackets was almost the same. Next, the food expenditure recorded for 
all three income brackets paralleled the economic theory in which the 
lower-income households spent more on food compared to their high-
income counterparts. In particular, the B40 households spent more on 
healthcare expenditure compared to the other brackets, while T20 
households directed 16.02 % of their income on transportation 
compared to M40 (15.72 %) and B40 (13.27 %). In contrast, clothing 
expenditures were comparably similar for all three brackets. 

Next, household expenditure on various categories of goods 
and services is depicted in Table 5. In this aspect, households in the 
Penang state spent the largest proportion of their income on housing, 
water, electricity, gas, and other fuels (26.37 %), followed by food and 
non-alcoholic beverage (19.63 %), and restaurants and hotels 
(14.43 %). The remaining percentages comprised the amount spent on 
transport (9.74 %), clothing and footwear (3.22 %), education (3.24 %), 
health (2.06 %), and communication (5.09 %) out of the total 
expenditure.  

Table 5 : Household Monthly Expenditure and Percentage of Total 
Expenditure 

 N Minimum 
value (RM) 

Maximum 
value (RM) 

Mean 
value 
(RM) 

Std. 
Deviation 

Percen 
tage 

Furnishing, household 
equipment, and routine 
household maintenance 

846 0.50 10695.83 157.48 501.92 3.13 

Health 824 0.08 1563.33 80.79 128.93 2.06 
Food and non-alcoholic 
beverages 

859 9.50 2208.90 675.45 317.41 19.63 

Alcoholic beverages and 
tobacco  

545 1.00 1900.00 155.00 187.44 3.52 

Clothing and footwear 859 6.47 3212.12 131.18 157.90 3.22 
Miscellaneous goods and 
services 

859 0.83 6299.03 364.05 461.41 8.33 

Education 400 1.67 1025.83 144.70 159.47 3.24 
Transport  838 5.00 24472.33 459.09 1152.63 9.74 
Recreation services and 
culture 

832 1.04 6612.25 230.15 364.21 4.84 

Housing, water, electricity, 
gas, and other fuels 

859 125.00 34549.40 1233.82 2203.32 26.37 

Restaurants and hotels 859 3.50 6510.50 565.42 463.76 14.43 
Communication  839 5.00 3386.67 215.02 211.51 5.09 
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In this study, a comparison of the expenditure made between 
different income categories was generated by using t-tests. The 
sample is divided into three categories according to income and the 
results are presented in Table 6 below.  

Table 6 : Expenditure (In A Share of Total Expenditure) By Income Categories 

Expenditure  Income 
category 

N Mean 
share 

Result 

Furnishing, household equipment, and 
routine household maintenance 

B40 
M40 
T20 

263 
352 
230 

2.9908 
2.9305 
3.6255 

T > M = B 

Health B40 
M40 
T20 

258 
340 
227 

2.3430 
1.8978 
1.9833 

T = M = B 

Food and non-alcoholic beverages B40 
M40 
T20 

266 
358 
234 

25.6149 
19.3779 
13.2755 

T > M > B 

Alcoholic beverages and tobacco  B40 
M40 
T20 

126 
233 
185 

3.6059 
3.8388 
3.0963 

T < M = B 

Clothing and footwear B40 
M40 
T20 

266 
358 
234 

3.3472 
3.1689 
3.1745 

T = M = B 

Miscellaneous goods and services B40 
M40 
T20 

266 
358 
234 

7.3507 
8.7404 
8.8215 

T = M > B 

Education B40 
M40 
T20 

97 
167 
136 

2.8947 
3.3941 
3.3081 

T = M = B 

Transport B40 
M40 
T20 

249 
355 
233 

8.4884 
10.0872 
10.5997 

T = M > B 

Recreation services and culture B40 
M40 
T20 

246 
351 
234 

3.5936 
4.9954 
5.8754 

T > M > B 

Housing, water, electricity, gas, and 
other fuels 

B40 
M40 
T20 

266 
358 
234 

26.3108 
23.9718 
30.0924 

T > M < B 

Restaurants and hotels B40 
M40 
T20 

266 
358 
234 

14.2075 
15.4385 
13.1832 

T < M = B 

Communication  B40 
M40 
T20 

252 
354 
232 

4.1420 
5.7003 
5.2096 

T = M > B 

Note: T = T20 households, M = M40 households, B = B40 households 
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In brief, the results showed that the amount of spending 
dedicated towards housing, water, electricity, gas, and other fuels was 
the highest across all income categories, followed by food and non-
alcoholic beverages and restaurants and hotels. In particular, the 
amount directed to restaurants and hotels was the most for the M40 
group, followed by B40 and T20. The same pattern could be seen in 
terms of expenditure on alcoholic beverages and tobacco and 
communication. The B40 group spent the highest amount on housing, 
water, electricity, gas, and other fuels. Contrarily, no significant 
difference was observed pertaining to the expenditure on restaurants 
and hotels, furnishing, household equipment, and routine household 
maintenance, and alcoholic beverages and tobacco between the B40 
and M40 households. Similarly, a significant difference was absent in 
terms of the expenditure on education, clothing and footwear, and 
health between all three household brackets. Thus, the analysis 
revealed that the lifestyle of B40 households was similar to that of their 
M40 counterparts. 

For further investigation, this study analyses the income 
elasticities of the B40, M40, and T20 households, which are computed 
and the results are presented in Table 7. To recap, items with an 
income elasticity greater than one are considered as luxuries, while 
those with elasticity less than one are categorised as necessities. 
According to Mohd Aqmin Abdul Wahab (2018), goods such as food 
and non-alcoholic beverages, transport and housing, and water, 
electricity, gas, and other fuels are categorised as necessities. The 
results in Table 7 thus indicate that food and non-alcoholic beverage 
and transport are both a necessity for all income categories. Contrarily, 
housing and water, electricity, gas, and other fuels were a necessity for 
B40 and M40 households, while a luxury for T20 households. Such 
outcome is attributable to the latter income bracket that opts for a 
comfortable lifestyle, rendering expenses on the aspect comparably 
high and a luxury item. Furthermore, clothing and footwear were 
identified as luxury goods for all income categories, revealing the 
purpose of such purchases: for a fashionable and trendy lifestyle, thus 
being the reason behind the rising cost of living among B40 
households. Meanwhile, education was deemed as luxury goods for 
B40 and M40 households, while it was a necessity for T20 households. 
In Malaysia, primary and secondary education is free for all income 
categories, whereas tertiary education at the university level is costly 
for B40 households, rendering education a luxury by the income 
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bracket. In contrast, tertiary education is necessary for T20 households 
and they are willing to pay more to access better education.   

The study surprisingly underlined recreation services and 
culture as necessities for B40 and M40 households, while such element 
was a luxury for their T20 counterparts. According to the HES data, 
expenditure on this particular aspect included travel packages, cultural 
services, newspapers and cassettes, and video recorders. Therefore, 
the outcomes highlighted the similarity of lifestyle held by B40 and M40 
households concerning the element in which its consideration as 
necessity might contribute to their rising cost of living.  

Similarly, expenditure on furnishing, household equipment, and 
routine household maintenance was also revealed as a necessity for 
B40 and M40 households, while it was a luxury for T20 households. 
The expenses typically include non-durable household goods, carpets 
and other floor covers, furniture and home decoration, cooking utensils, 
glassware, household appliances, washers, and air conditioners. Here, 
it became a necessity for B40 and M40 brackets as the associated 
appliances were required by working women in such households to 
facilitate housework such as washing and cleaning. This finding 
parallels those of Hubacek, Guan, and Barua (2007) in which a better 
quality of life sparks people’s desire for food and clothing of higher 
quality, as well as a comfortable living. Therefore, changes in lifestyle 
and expenditure may also contribute to the rising cost of living among 
the B40 and M40 households. For T20 households, however, the 
aforementioned category was a luxury as their expenditure on 
furnishing, household equipment, and routine household maintenance 
was geared for a more comfortable living. 

Table 7 : Income Elasticities For All Income Categories 

 Total B40 M40 T20 
Furnishing, household equipment, and 
routine household maintenance 

0.723471 0.624927 1.550128 0.68524 

Health 0.938287 1.255932 1.509351 0.96632 
Food and non-alcoholic beverages 0.974163 0.982675 0.944889 0.918376 
Alcoholic beverages and tobacco 1.074554 1.071692 1.266747 0.78627 
Clothing and footwear 1.10426 1.076962 1.241396 1.004359 
Miscellaneous goods and services 1.122242 1.146858 1.196272 1.129423 
Education 1.264075 1.222025 1.501338 0.779669 
Transport 1.066359 0.794395 0.907681 0.882107 
Recreation services and culture 1.128833 0.89508 0.652648 1.137689 
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 Total B40 M40 T20 
Housing, water, electricity, gas and other 
fuels 

0.93561 0.974352 0.966615 1.02103 

Restaurants and hotels 1.05491 1.087024 1.037101 0.995008 
Communication 1.212359 1.017047 1.312642 0.912502 

Moreover, expenses on health, education, restaurants and 
hotels, and communication were observed to be luxury goods for B40 
and M40 households, whereas it was identified as a necessity for their 
T20 counterpart. This result supports the findings of Selamah Abdullah 
Yusuf and Jarita Duasa (2010). In Table 6, B40 and M40 households 
depict a large portion of income spent on restaurants and hotels, 
thereby suggesting that a wage increment would also increase their 
expenses on restaurants and hotels. This outcome is undoubtedly 
consistent with the findings of Rusli Latimaha, Zakaria Bahari, and Nor 
Asmat Ismail (2018) and Gazi et al. (2010). In Malaysia, expenditure 
on food away from home (FAFH) is amplified throughout time as more 
women are working and do not have the time to cook at home, while 
household income has also increased concurrently, shifting the overall 
lifestyle of individuals.  

Next, health and education were expenditures identified as a 
luxury for B40 and M40 households in this study. This may be 
attributable to the government’s unceasing efforts to provide sufficient 
and free health and education services, especially for these income 
brackets. Contrarily, clothing and footwear expenses were denoted as 
luxury goods for all income categories, suggesting that increasing 
income would also amplify the overall amount of money spent on these 
articles. Nowadays, people are following the fashion trends and willing 
to spend more as a reflection of their enjoyment in the latest fashion 
items. This is especially true for the younger demography, who exerts 
all efforts to keep up with the latest trends, thereby contributing to the 
rising cost of living. 

 Conclusion 
In brief, this paper was mainly driven to analyse the consumption 

patterns and lifestyles of B40 households in comparison with M40 
households. This would determine whether the lifestyle choices made 
by the former demography could be linked to their rising cost of living. 
Further analysis was then undertaken to estimate the income 
elasticities and differentiate the categories of the expenditure items, 
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namely luxuries or necessities. Accordingly, the results revealed an 
absence of statistical difference between the lifestyle held by both 
groups, thus justifying the link between B40 household lifestyle and 
their rising cost of living. 

The findings undoubtedly offered pertinent information to the 
government and policymakers alike regarding the consumption pattern 
and lifestyle of B40 households in the Penang state. Such insight is 
highly useful for planning better support or policies for these 
households, thereby suggesting for the government to collaborate with 
private agencies. This move may yield more job opportunities and 
provide various training for individual skill upgrades and increased 
employability to support B40 households. As they cannot and should 
not solely rely on governmental financial support, more effort should be 
directed towards bettering their life and finances. If this is done well, 
they will become financially literate and capable of managing their 
money effectively. For further analysis of lifestyle, future research 
efforts are suggested to survey the sample size and population using 
a specific questionnaire. This is due to the DOSM data that did not offer 
detailed information about the sample’s lifestyle, such as their preferred 
shopping locations, brands, and more. 
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