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Abstract: Malaysia urbanized rapidly, from 35% urban population in 1980 to 75% in 2015. 

Fueled by search for better quality of life, the increasing urban population often outstripped 

existing infrastructure and services provisions. Exacerbating this is the growing number of 

vulnerable, those not poor by official poverty definition but face risks that make them highly 

likely to be poor. Thus, the objective of this study is to investigate the impacts of socioeconomic 

outcomes for the urban vulnerable population. Using data from the 2015 National Health and 

Morbidity Survey, we employ the multinomial Probit regression to establish if the 

socioeconomic and lifestyle factors, including living in urban areas contribute to one’s 

earnings. Findings show that demographic and socioeconomic factors are all important 

income determinants. More importantly, the urban vulnerable groups are worse off in terms of 

average household income, compared to the total vulnerable population. Additionally, 

socioeconomic variables like education and occupation are essential in improving incomes 

and inducing upward social mobility. 
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Introduction 
In Malaysia, an urban area is defined as an area that has a minimum population of ten thousand 

and at least sixty per cent of its population is involved in non-agriculture-based 

activities1.   Urbanisation occurs because people migrate to towns and cities from rural areas, 

seeking better opportunities and also due to in-situ population growth. According to the State 

of World Population 2015, half of the world's population are urban residents, and this figure is 

likely to increase seventy per cent by 2050. Malaysia has urbanised rapidly, growing from 34% 

urban population in 1980 to 75% in 2015.   

 

Often, big cities or urban settlements urban are equated with rapid growth and development, 

high income and better living conditions. However, this is not always true. As more and more 

people migrate into cities or urban areas, cities or urban centres are ill-equipped to provide the 

facilities and services at the same pace the urban population is growing – in terms of housing, 

employment, schools and healthcare even. Challenges include rising demand for services and 

resources, natural resources that are dwindling, air pollution and emissions and an increasingly 

vulnerable population (Naik Singru 2015). This objective of this study is to investigate the 

impact of urbanisation and other socioeconomic factors on the vulnerable population.  

 

Malaysia has been steadfast in its objective to eradicate poverty and improve the quality of life 

for all its citizens, as evidenced by all its development policies. The incidence of poverty 

dropped from over 58% in 1970 to a mere 0.4% (2016). Based on the 2016 Household Income 

Survey, income disparities also narrowed where the Gini Coefficient improved further from 

0.421 in 2014 to 0.399. There is also a marked improvement in terms of poverty incidence in 

urban areas, from 21.3% to 0.2%. However, despite these impressive numbers, a more 

disaggregated approach is necessary to address pockets of poverty or even potential poverty. 

Poverty is often an ex-post measure of deprivation or lack of income.  

 

Poverty is usually measured through income or the lack of it. Poverty means the lack of 

financial capacity to fulfil one’s basic needs – food, shelter, education health, clothing and 

transport among others and is measured using the poverty line index (PLI) (Economic Planning 

Unit, 2002). Vulnerability, often, is used synonymously with poverty, but it is not the same. It 

is not the lack of something, but an overall sense of defencelessness against shocks or feeling 

insecure. It is the probability of being deprived in the event of a risk. Vulnerability is an ex-

ante measure, which means to measure the likelihood of one suffering from lack of income, 

poor health, macro-economic shocks, and climate change or even from conflict. It is the 

exposure to the risk of being deprived or stress and the inability of individuals, families, 

communities and even nations, to cope with the same (Philip and Rayhan 2004; Naudé, Santos-

paulino, and Mcgillivray 2009). In general, households are vulnerable in the event of a loss 

from a future risky event, such as a natural disaster or even a health emergency.   

 

The Economic Planning Unit defines the vulnerable groups (VGs) as people who are vulnerable 

to crisis and economic uncertainties and belong to households with income between the poverty 

line index2 (PLI) and 2.5 times PLI.  There are various categories of vulnerable, but for the 

interest of this paper, we review those who fall between the income threshold and also those 

 
1  The Department of Statistics, Malaysia (DOSM)  
2 DOSM establishes the PLI from the Household Income and Expenditure Survey. The current estimates are based on 2014: 

PLI MYR950. 
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who are single parents and elderly3. The lower savings among the elderly is exacerbated by 

lower education, often leaving them incapable of gaining from new opportunities created in the 

country, although they may not live below PLI (López-Calva and Ortiz-Juarez 2014).  

 

Generally, the VGs have low income, low education and are often engaged in the low-skill and 

less productive sector. Also, urban households face a multitude of risks, such as from family 

illness and deaths, fear of unemployment and social exclusion (Dercon 2005). Lack of access 

to health, education and income can increase vulnerability, and result in shocks that have long-

lasting effects.  There are various ways to measure vulnerability. One is to measure the 

probability of income being below PLI by more than 0.5 (Christiaensen and Subbarao 2005; 

Échevin 2013; Zhang and Wan 2006).  Another recommends defining vulnerability as a 33% 

chance of being poor (Ward 2016). In addition to income, measuring wealth, which includes 

assets and education levels, can also shed light on the coping strategies individuals have at their 

disposal. Those who score poorly in this are deemed more vulnerable (Naudé, Santos-paulino, 

and Mcgillivray 2009).  

 

This paper contributes to existing knowledge on if urbanisation has exacerbated vulnerability 

in Malaysia. The remainder of this paper is organised as follows. The next section provides 

brief literature review, followed by the research methodology. Ensuing that is the results, 

discussion and conclusion. 

 

Literature Review 

Urbanisation is touted as the ideal solution to reducing and eradicating poverty. Theory-wise, 

urbanisation results in agglomeration, enhances productivity and income levels (Andersson, 

Quigley, & Wilhelmsson, 2009) and elevates living standards (OECD 2013). Consequently, 

urban areas are expected to reduce national poverty levels (Ravallion, Martin, Shaohua Chen, 

2007).  Urbanisation does contribute to reducing poverty levels as it provides more 

employment opportunities and access to education and health (Slater, 2013). Urbanisation 

improves rural poverty through migration. Migrants usually have higher income and 

consumption, which then translates to higher remittances back home and higher demand for 

rural products (Massimiliano Cali & Menon, 2009; Ravallion, 2002). However, migration can 

also translate to the urbanisation of poverty where rural poverty is shrinking, and the opposite 

holds for urban areas (Ravallion, Martin, Shaohua Chen 2007; Goli, Arokiasamy, and 

Chattopadhayay 2011).  

 

Vulnerability is closely related to wellbeing, where individuals or households that can adapt 

and maintain the same level of wellbeing despite particular ‘shocks’ are considered slightly 

vulnerable (Moser 1998) while those who do not, are very vulnerable. A poverty study in the 

United Kingdom found that although the nutrition levels of the elderly and couples without 

children improved, the other vulnerable groups either experienced no improvements or were 

worse-off (Townsend 1979). Often the non-poor folks are not included in the social welfare 

outcome assessment, although they are not that different. The 2008 financial crises resulted in 

a significant number of middle-class households falling into poverty. This means the success 

of reducing poverty can be undone, as there is continued vulnerability to external shocks 

(Ravallion 2010).   

 

 
3 Defined as those aged 60 years and above, as recommended by the United Nations Population Fund (UNFPA). 
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The United Nations Development Program states that opportunities and freedom are the basic 

tenets of human development. It states that people must have the opportunity and freedom “to 

lead a long and healthy life, with a decent standard of living, freedom, dignity, self-esteem and 

the respect of other” (United Nations Development Program 1997). As countries prospered and 

became increasingly urban, these values were challenged continuously and/or ignored. Social 

exclusion, for instance, became more pronounced, and it undermines the capacity of urban 

dwellers to effectively participate in the economy, social or politics (Cook 2006; Doddo, Marla 

and Boylan 2006). In Asia to rapid urbanisation has given rise to urban poor, ageing and social 

exclusion. Similarly, in China, urbanisation caused higher unemployment as more and more 

people migrated to the cities. This, coupled with poverty, inequity and the poor treatment of 

migrants became more pronounced (Doddo, Marla and Boylan 2006). These conditions 

exacerbate the urban vulnerability predicament.  

 

There are various risks that individuals and/or households are exposed to and make them 

vulnerable. Risks are central to the developing world, especially in terms of the environment 

(drought and floods); health and even political (Dercon 2005). Crucial then to establish if 

individuals and households have wealth, which can be utilised to increase income and maintain 

their wellbeing. Access to better income will translate to better health and nutrition and 

contribute towards improving the overall quality of life. Measures to ensure individuals and 

households have better sustainability, to withstand and recover from ‘shocks’ is vital in 

reducing vulnerability.  

 

Risks that causes gender-based vulnerability are also prominent in some countries. India, for 

example, women have limited access to healthcare due to their weak financial capacity and do 

not have equal access to jobs or education (Buor 2005; Nandraj et al. 2001). In Malaysia, low 

income and low skilled jobs, coupled with inadequate housing facilities and larger households 

have contributed to a rising urban vulnerable population. These households are not below the 

national PLI threshold and thus are not poor enough to qualify for the assistance tailored for 

those living below the PLI. Often, the living conditions and lifestyle amongst these urban 

vulnerable population in Malaysia cause chronic health conditions, affecting even the health of 

children (Zainal et al. 2012; Muhammed Abdul Khalid et al. 2018). 

 

Methods 

 

Data 

Data is based on the National Health and Morbidity Surveys (NHMS) in 20154.  This survey is 

cross-sectional, and its nationally-representative sample selection is from the sampling frame 

provided by the Department of Statistics, Malaysia. The Ministry of Health Malaysia conducts 

population-based health surveys to obtain community-based health data and information. In 

addition to health-related data, it also provides non-health related variables such as household 

income, savings and insurance.  

 

 

 

 

 
4  Institute for Public Health (IPH) 2015. National Health and Morbidity Survey 2015 (NHMS 2015). Vol I: Methodology 

and General Findings; 2015. 
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Profile of Household 

Overall, the median age was 30, while the average or mean age was 32 years (see Table 1). 

Malays, as the main racial group stood at 64% and men made up of 48.3% of the survey 

population.  Married individuals were 61.6%. Family size was 4.5 members, and the average 

household income was RM15169. In terms of income categories, the Bottom40(B40) made up 

63.2%; middle 40 was 26.5% and the top 20 10.3%. About 15.3% earned below the PLI levels, 

while about 26.7% were within the vulnerable category. 

 

Table 1: Urban Population by State: 2015 

Variable 
 

Variable 
 

Age 32 Average Income RM15169 

Household Members 4.5 Bottom 40 63.2% 

Urban (%) 57.3 Middle 40 26.5% 

Malays 64 Top 20 10.3% 

Male 48.3 VG 26.7% 

Married 61.6 PLI 15.3% 

Source: NHMS2015. 

 

Statistical analysis 

The main objective of this paper is to explore the impact of urbanisation on the socio-economic 

outcomes for the Vulnerable Groups (VGs). The VGs are selected based on their income, as 

proposed by the Economic Planning Unit. Based on the literature, the impact of urbanisation 

on VGs will be ascertained through various socio-demographic, economic, physical and health-

related variables, as follows:   

• Demographic variables: age, gender, marital status, and family size; 

• Socio-Economic variables: education employment, savings, and insurance; and  

• Health: physical activity, diet and risks (obesity, high blood pressure). 

 

Consequently, the relationship between urbanisation and VG is deliberated using the following 

multiple regression model: 

 
Yi represents household income, while URB is a dummy variable denoting the urban population. 

The DF encompass age, gender, race, marital status and household size while SOE consists of 

education, occupation, savings and health insurance. The VGs of interest under this objective 

is limited to those earning between PLI and 2.5 times the PLI, including single parents and the 

elderly5. Age is grouped into four categories, namely below 5 years; between 5 and 17; between 

18 and 59 and above 60. Gender and race are dummy variables, where 1 denotes male and 

Malay, respectively. Marital status is a categorical variable, namely single, married and 

divorced/widowed.  

 

Family or household size has four categories, namely – families with less than two members, 

between two and six members, between seven and ten members and lastly exceeding ten 

members. We expect that bigger households led by those who are single parents (under the 

widowed/divorced categories) to be more vulnerable given that such households will most 

 
5 Defined as those aged 60 years and above, as recommended by the United Nations Population Fund (UNFPA). 
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likely have to cope with the rising cost of living and may be employed in low-skill and low-

wage sectors.  

 

The SOE factors are also categorical variables. Education is made up of four categories, i.e. no 

formal education; primary; secondary and tertiary. Occupation consists of five different 

classifications of employment -government, private, self-employed, unpaid/homemaker and 

retiree. To capture the impact of having a steady, reliable source of income, we reclassify the 

occupation variable as a dummy, where 1 denotes employed and 0 otherwise.  Savings and 

health insurance are both dummy variables, where 1 denotes there is savings/ health insurance 

and 0 otherwise. We anticipate that households led by those with higher education and 

employed in categories that provide a steady monthly income will be less likely to be 

vulnerable. Similarly, we assume that households with savings and health insurance will be 

less likely to be under the vulnerable category.  

 

In terms of lifestyle, we look at three factors, namely health risk, physical activity status and 

Body Mass Index (BMI). The health risk is a dummy variable, for individuals who have at least 

one of the following conditions – diabetes mellitus, high blood pressure and high blood 

cholesterol. Physically active individuals are expected to have better health and have a lower 

probability of getting chronic diseases compared to inactive individuals. The BMI variable is 

a categorical variable, which includes underweight, normal, overweight and obese. The weight 

thresholds are (1) Underweight -less than 18Kg/M2; (1) Normal -between 18 and 24.9 Kg/M2; 

(3) Overweight – between 25 and 29.9 Kg/M2; (4) Obese – more than 30 Kg/M2. These 

variables are all vital in determining individuals’ health and the higher the risks, the more 

vulnerable individuals and households will become in terms of income and subsequently health 

and wellbeing (Ferguson & Jones-Jack, 2014). Consequently, the Ordinary Least Squares 

(OLS) method is employed to establish if there exists a relationship between income, 

urbanisation and vulnerability. The OLS does not lead to a cause and effect conclusion, nor 

does it provide the causality direction. Rather, it merely provides evidence if there is an 

association.  

 

Empirical Results 

The OLS results are summarised in Table 2. In column (1), the whole VG population is 

included, while column (2) entails results only for the single parents and the elderly. The third 

and fourth columns show results, specifically for urban residents. Column (3) is for the total 

urban VGs and column (4) urban single parents and elderly. The variables were tested for 

multicollinearity to establish estimation accuracy, given the number of independent variables 

(O’Brien 2007; Chen and Rothschild 2010) and the Variance Inflation Factor (VIF) was below 

2. Hence, multicollinearity was ruled as a non-issue.  

 

Overall, age played a significant role at 1% across all columns. For columns (1) and (2), every 

additional year income reduces by about 10%.  As for column (3), each additional year spells 

lower-income, by about 6%. The elderly and single parents, however, seem to fare better in 

urban areas, as reflected in column (4). In terms of gender, women earn better in urban areas 

where men earn lesser by about 3.3%. The average income of Malays was about 0.87 times the 

income of other races.  Urban Malays too earn lower compared to other races. Households led 

by married individuals seem to fare better across all columns, where the results are positive 

and significant at 1%. Bigger families also show higher income likelihood, where the average 

income could increase by about 1.7 times for the full population and about 1.8 times for the 
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abridged urban population. Socioeconomic factors of education, finance and employment have 

remained positive and significant across all columns. All three factors increase average income 

between 1.2 and 1.4 times. 

 

Lifestyle wise, the physical activity status is significant (at 5%) only for the single parents and 

elderly category, i.e. both column 2 and column 4, while health risk is not a significant factor. 

Those with higher BMI, appear to have better income prospects, where the heavier individuals 

can expect to earn about 1.22-1.28 more than those with lower BMI. The results for the overall 

urban VG for BMI is not significant, but for the sub VG of single parent and elderly, it is 

significant at 10% (column 4). Heavier older and single parents who are within the urban 

vulnerable category can expect to earn more by about 2%. Both columns (1) and (2) show that 

the urban factor is negative and significant at 1%. This shows that the average household 

income in urban areas is lower by about 0.7 times. 

 

Similarly, the vulnerable variable is also negative and significant (at 1%) in both columns 1 

and 3. In general, VGs are expected to earn 0.54 times the average household income, and this 

figure is even lower for urban VGs at 0.45 times (see column 3). Results for the sub-VG groups 

are similar, although slightly better than the overall VG population. Single parents and elderly 

earn about 0.86 times the average household income in the full model, while for the urban-only 

model (columns 4), single parents earn 0.81 times and the elderly earn 0.7 times.  

 

Table 2: Impact of Demographic, Socioeconomic and Lifestyle-related factors, including 

Urbanisation and Vulnerability on Average Income in 2015 

 

VARIABLES (1) (2) (3) (4) 

Demography 
    

Age Category -0.0992*** -0.0967*** -0.0601*** 0.0716** 
 (0.02) (0.02) (0.02) (0.03) 

Gender - Male -0.0102 -0.0054 -0.018 -0.0333* 
 (0.01) (0.01) (0.01) (0.02) 

Race – Malay -0.1421*** -0.0894*** -0.1036*** -0.1599***  
(0.01) (0.01) (0.01) (0.02) 

Marital Status - Married 0.0454*** 0.0418*** 0.0163 0.0562***  
(0.02) (0.01) (0.02) (0.02) 

Household Size 0.4897*** 0.5152*** 0.5940*** 0.6192***  
(0.01) (0.01) (0.01) (0.02) 

Socioeconomic 
    

Education 0.2755*** 0.3132*** 0.2773*** 0.3373*** 
 (0.01) (0.01) (0.01) (0.01) 

Finance - Insurance 0.2280*** 0.2644*** 0.2478*** 0.2964*** 
 (0.01) (0.02) (0.02) (0.02) 

Employment status - employed 0.2842*** 0.3291*** 0.2797*** 0.3373***  
(0.02) (0.02) (0.02) (0.02) 
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Lifestyle 

Physical active status -0.0201 -0.0364** -0.025 -0.0431**  
(0.01) (0.02) (0.02) (0.02) 

Health Risk -0.0001 0.003 -0.0067 -0.0056  
(0.02) (0.02) (0.02) (0.02) 

BMI_Category 0.0216*** 0.0277*** 0.0149 0.0200*  
(0.01) (0.01) (0.01) (0.01) 

Urban -0.2898*** -0.3505*** 
  

 
(0.01) (0.01) 

  

Vulnerable 
    

Total VGs -0.6086*** 
 

-0.7955*** 
 

 
(0.02) 

 
(0.02) 

 

VG-Single Parents  
 

-0.1353*** 
 

-0.2145***   
(0.05) 

 
(0.07) 

VG- Elderly 
 

-0.1469*** 
 

-0.3761***   
(0.04) 

 
(0.06) 

Constant 6.9319*** 6.3326*** 6.6251*** 5.6420***  
(0.09) (0.10) (0.12) (0.13) 

Observations 17,592 17,592 10,143 10,143 

R-squared 0.3122 0.2516 0.3139 0.2248 

Source: Author’s analysis based on NHMS2015 

Notes: Standard errors in parentheses; Significance levels * p < 0.1, ** p < 0.05, *** p < 

0.01  

 

Discussion and conclusion 

In summary, the results imply that both demography and socioeconomic factors play important 

roles in improving the average household income in 2015. Under demography, gender is the 

only non-significant variable while age, race, marital status and household size are significant. 

This possibly could be attributed to the fact that older individuals were more experienced and 

as such had jobs or better avenues to earn a higher income. Similarly, married individuals and 

individuals from big families have higher household income possibly due to more income 

earners in the family. Education, financial capacity and employment all are positive, which 

predictably are all key in improving income (Philip and Rayhan 2004; Cingano 2014). Better 

education normally leads to better-paying jobs while having insurance provides better security 

and reduces risks.  

 

Under lifestyle, physically active is significant for the sub-VGS single parents and elderly and 

not for the total VG population. It implies that perhaps these vulnerable single parents or elderly 

were involved in physical labour and as such were likely to have a lower average income. 

Urban VGs are worse off in terms of average household income despite the higher salaries. 

This possibly because the higher costs of urban living, such as higher rents and commuting 

costs, curb the ability of urban individuals to have savings and reduce the degree of risks they 

face in their urban environment. The results lead to the conclusion that urban vulnerable 

predicament in Malaysia is a reality and not a myth. However, a deeper and more focused study 

specifically on the urban vulnerable population is warranted to obtain further clarity on the 

gravity of problems faced by this sub-population and this is beyond the scope of this paper. 



 

138 
 

Volume: 5 Issues: 28 [March, 2020] pp. 130 - 140] 

Journal of Islamic, Social, Economics and Development (JISED) 
eISSN: 0128-1755 

Journal website: www.jised.com 

 

Moving forward, policies at the macro level till date in Malaysia has delivered praise-worthy 

results of reducing poverty rates. However, as the urban population is increasing, it is 

imperative that Malaysia looks at vulnerability too from a disaggregated lens. Addressing risks 

that make people vulnerable and ways to strengthen the people’s wealth and asset base is a 

necessary evil for the nation to prosper together. Tailor-made policies that target pockets of 

poverty and vulnerability will likely deliver intended outcomes more effectively. Policies can 

include enhancing employability and skills, tailored to the local economy and employment 

requirements. The lack of data at the disaggregated level often limits research on vulnerable 

groups, and it is imperative that Malaysia takes a pre-emptive approach in addressing the risk 

of poverty than merely continuing the business-as-usual approach of targeting poverty.  
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