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INCOME INEQUALITY IN ASEAN COUNTRIES 

 
 

By 
 

SITI NURATHIRAH BINTI ABU HASSAN 
 

May 2021 
 
 

Chair  : Wan Azman Saini bin Wan Ngah, PhD  
School  : Business and Economics 
 
 
International financial flows like remittance and foreign direct investment (FDI) 
have been important elements of development strategy for many countries 
including the South East Asian countries. The general objective of this study is 
to evaluate the impact of financial flows on economic development in the South 
East Asian region. Specifically, the first objective of this study is to examine the 
impact of remittance inflows on human development in selected East Asian 
countries (i.e. Indonesia, Malaysia, the Philippines, and Thailand) over the 1990 
to 2019 period. The results based on panel estimators reveal that remittance 
inflows have a positive impact on human development. Additionally, financial 
development also appears to be important determinants of human development 
in the region. The second objective of this study is to investigate whether FDI 
inflows in the region play any role in reducing income inequality. Using a sample 
of ASEAN-5 countries (i.e. Indonesia, Malaysia, the Philippines, Singapore and 
Thailand) over the 1975-2017 period, the results obtained using Pool Mean 
Group (PMG) estimator reveal that FDI inflows has actually widened income 
inequality in the region. Interestingly, government expenditure appears to have 
significant influences in reducing income inequality. Therefore, policymakers 
should devise a specific policy which deliver a positive economic impact of 
remittance and FDI inflows in the region 
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KESAN ALIRAN KEWANGAN KE ATAS PEMBANGUNAN MANUSIA DAN 
KETIDAK SEIMBANGAN PENDAPATAN DI NEGARA-NEGARA ASEAN 

 
 

Oleh 
 

SITI NURATHIRAH BINTI ABU HASSAN 
 

May 2021 
 
 

Pengerusi : Wan Azman Saini bin Wan Ngah, PhD 
Sekolah : Perniagaan dan Ekonomi 
 
 
Aliran kewangan antarabangsa seperti pengiriman wang dan pelaburan 
langsung asing (FDI) merupakan elemen penting dalam strategi pembangunan 
di kebanyakan negara termasuk negara-negara Asia Tenggara. Secara 
umumnya objektif dalam kajian ini adalah untuk menilai kesan aliran kewangan 
terhadap pembangunan ekonomi di rantau Asia Tenggara. Secara khusus, 
objektif pertama kajian ini adalah untuk mengkaji kesan aliran masuk pengiriman 
wang ke atas pembangunan manusia di negara-negara Asia Tenggara terpilih 
(iaitu Indonesia, Malaysia, Filipina, and Thailand) bermula pada tahun 1990 
hingga 2019. Keputusan kajian berdasarkan penganggar panel menunjukkan 
bahawa aliran masuk wang memberi kesan positif kepada pembangunan 
manusia. Selain itu, pembangunan kewangan juga menjadi elemen yang penting 
dalam pembangunan manusia di rantau ini. Objektif kedua kajian ini adalah 
untuk mengkaji sama ada aliran masuk FDI di rantau ini berperanan dalam 
mengurangkan ketidaksamaan pendapatan. Dengan menggunakan sampel 
negara-negara ASEAN-5 (iaitu Indonesia, Malaysia, Filipina, Singapura dan 
Thailand) bermula pada tahun 1975-2017, hasil yang diperoleh menggunakan 
penganggar Pool Mean Group (PMG) menunjukkan bahawa aliran masuk FDI 
sebenarnya telah melebarkan jurang ketidaksamaan pendapatan di negara-
negara terpilih. Menariknya, pembelanjaan kerajaan mempunyai pengaruh yang 
signifikan dalam mengurangkan ketidaksamaan pendapatan. Oleh itu, pembuat 
dasar harus merangka dasar khusus bagi pengiriman wang dan aliran masuk 
FDI untuk memberikan kesan ekonomi positif di rantau ini.. 
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CHAPTER 1 
 

INTRODUCTION 
 
 

1.1 Overview 
 
 
In today’s world, poverty and income inequality are significant challenges many 
countries face, and they need to be addressed immediately as emphasised in 
the United Nation’s Sustainable Development Goals (SDGs). One of the possible 
solutions to these problems for countries to rely on international financial flows 
such as remittances. Remittances can be defined as direct transfers from an 
individual to other individuals or groups; family, friends etc. It can be seen that 
many of the developing countries depend on remittance inflows as a significant 
source of foreign capital. Barajas et al., (2009) claimed that remittances to 
developing countries were large relative to other financial flows. According to 
The World Bank (2015), total remittances globally were more than double the 
amount of global official development assistance. Remittances form as much as 
20% of the GDP in some of the world’s poorest countries (Gambia, Lesotho, 
Comoros and Liberia). 
 
 
Furthermore, international remittances are essentials tools for receiving 
countries especially during recessions. They serve as an essential source of 
income to migrant’s families. In 2016, people transferred about $574 billion back 
to their recipient countries. In 2017, an estimated US$466 billion in remittances 
were transferred from developed countries to middle-income and low-income 
countries (World Bank, 2018). Interestingly, the report also revealed that 
US$299.6 billion of the total amount of remittances were channelled to South 
Asia, Central Asia, Southeast Asia, East Asia and Pacific countries. This 
observation indicated that remittance flows were critical economic resources, 
especially for developing countries, because they were stable than other external 
capital flows, such as private investment or development aid (Stojanov et al., 
2019). 
 
 
Figure 1.1 depicts the remittance flows to developing countries and the world 
between 2014 to 2019. The Remittance inflows increases US$444 billion in 2014 
to US$548 billion in 2019 for developing countries. The figure reveal that more 
than half of the remittance inflows were sent to developing countries from the 
overall world. According to International Fund for Agriculture Development report 
(date), about 75% of remittance inflows were used for immediate needs and the 
balance of 25% for other purposes. It is also reported that between US$200-
US$300 were sent regularly by individuals to their home countries. This amount 
represented about 60% of total household income which was, beneficial to their 
families, friends and communities in their home countries. This significant source 
of income could be used to improve the living standards of migrants if they 
leverage it effectively. 
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Figure 1.1 : Comparison between remittance inflows to developing 
countries and the world (2014-2019) 
(Source: World Development Indicators database, the World Bank) 
 
 
1.2  Financial inflows in ASEAN Countries 

 

Several previous studies have revealed that remittance inflows have an 
important influence on the growth of recipient economies, which influence human 
development and help mitigate the problems of poverty and income inequality. 
Based on previous studies, remittances could lead to; higher level of 
consumption levels, access to better education, and quality medical care 
(Amuedo-Dorantes and Pozo, 2004). Immigrant’s remittances allow recipients to 
increase their social spending on goods, such as; education and health care 
(Rapoport and Docquier, 2006). It also catalyst for entrepreneurial activities 
(Yang, 2004). 
 
 
Apart from remittances, foreign direct investment (FDI) can be tool to reduce 
poverty and income inequality. FDI is one of the primary sources for capital 
formation, especially in developing countries. According to Groh and Wich 
(2012) FDI is crucial in developing international trade and long-term economic 
relations. It may leads to higher economic development and increase capital 
flows for domestic development investment (Asiedu, 2002). In the globalised 
environment, FDI serves as an engine for growth in the recipient country, as it is 
a crucial element of economic globalisation (Bhandari, 2007). 
 
 
According to UNCTAD (2019) FDI flows to developing economies have 
remained stable, rising by 2% to US$706 billion, with significant differences 
across regions. The highest recorded FDI inflows in 2018 were to developing 
Asia. In 2018, FDI inflows to developing Asia rose by 4% to US$512 billion and 
this growth was mainly in; China, Indonesia, Singapore and other ASEAN 
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countries, India and Turkey. Asia has continued to be the world’s largest FDI 
recipient region, 39% of global FDI inflows in 2018. FDI inflows to South-East 
Asia increased by 3% to US$149 billion. This outcome was attributed mainly to 
robust investment from other Asian economies, including the relocation of 
manufacturing activities and investment diversion from China. 
 
 
According to Trinh (2016), FDI reduced income inequality by employing 
predominantly low-skilled workers. This argument supported by 
Ravinthirakumaran & Ravinthirakumaran (2015), who also found that, FDI 
inflows reduced income inequality in the long-run while not harming the 
economy. Reducing income inequality through FDI enables local firms to take 
advantage of outside firms’ technology and knowledge and benefit from their 
experience. Domestic firms may also compete with multinational enterprises or 
merge their businesses leading to equal income distribution (Hermes & Lensink, 
2003). 
 

Figure 1.2 shows the trend of financial flows which comprise; remittance inflows, 
FDI inflows, and Net Official Development Assistance received (ODA) for 
selected ASEAN countries from 2000 to 2019. An increasing trend of remittance 
inflows compared to FDI and ODA can be observed from 2000 to 2019. 
Remittance inflows exceeded the total ODA in 2019, which accounted 
differences about US$7.307 billion. FDI and remittance inflows dramatically 
increased from 2015 to 2019. Remittance inflows represented the most 
significant external source of financial flows in the selected ASEAN countries. 
 

Figure 1.2 : Remittance, FDI and ODA in selected ASEAN countries 
between (2000-2019) 
Notes: The data calculated was for Indonesia, Myanmar, Malaysia, the 
Philippines, Thailand, and Vietnam. 
(Source: Author’s calculation using data from World Development Indicators 
database, the World Bank) 
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Figure 1.3 displays a comparison between remittances and FDI inflows as a 
percentage of the GDP of the selected ASEAN countries from 2014 to 2019. 
From the figure, it is evident that remittance inflows increased year by year from 
2014 until 2019. Remittances have become important sources of financial flows 
for these countries, as crucial as FDI, especially during hard times because it is 
more stable and less volatile than other significant financial flows, such as; FDI 
and ODA (Mohapatra, Ratha & Silwa, 2011). The figure, reveal that FDI showed 
a fluctuating trend which dropped from 2017 and 2019 whereas for remittance 
inflows, it depicted a slight decrease over the same years. However, the total 
remittance inflows were more significant than FDI inflows by 5.17% where 
remittance inflows, as a percentage of the GDP, accounted for 21.9% in 2019. 
Thus, remittance inflows and FDI have played important roles in economic 
development. 
 
 

 
Figure 1.3 : Remittance and Foreign Direct Investment (FDI) inflows in 
selected ASEAN countries (2014-2019) 
Notes: The data calculated was for Indonesia, Myanmar, Malaysia, the 
Philippines, Thailand, and Vietnam. 
(Source: Author’s calculations using data from World Development Indicators 
database, the World Bank) 
 
 
1.3 The link between remittance inflows and human development in 

selected ASEAN countries 
 
 

Remittances can be considered part of a welfare system that transfers 
purchasing power from more affluent to poorer communities. In addition, 
receiving remittances helps to increase household spending and consumption. 
Vacaflores (2018) claimed that remittance improve the standard of living by 
increasing consumption, initiating business initiatives and giving the green light 
to the recipients to be more forward-looking. What is the influence of remittance 
inflows on human development? Previous studies have stated a strong 
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connection between remittances and economic growth as increased remittances 
contribute to economic growth, thus benefitting human development. 
 
 
The New Economics of Labor Migration (NELM) concept states that migration 
mitigates risk among local and international markets; it underpins previous 
academic work on the link between remittances and human development. 
Furthermore, the theory based on Development Optimist School of thought has 
been used to explain the link between remittances and human development. It 
arose from the neoclassical migration theory, claiming that remittances help 
recipient nation grow (Adenutsi, 2010). 
 
 
The human development index (HDI) is a composite index that considers; 
economic growth, health, and education. The HDI was published by the first 
human development report and has become the standard of assessment of 
accomplishment in the fundamental aspects of human development (Klugment 
et al., 2011). According to Amaluddin et al. (2018), a higher in human 
development index (HDI) will improve growth performance and reduce poverty. 
The Human Development Report of 1990 presented a novel perspective on 
human advancement. Human development emphasises people and their 
chances and choices, emphasising three critical elements for individuals: a fair 
quality of living for the population, a long and healthy life, and knowledge. 
 
 
Because the HDI is a multidimensional approach beyond a traditional economic 
perspective, it has become a viable alternative to the traditional one-dimensional 
measure of development. By measuring three dimensions of achievements in 
life expectancy, education, and income. The HDI allows for a more 
comprehensive view of a country’s development than income alone. Since the 
shift in development’s conceptualisation and measurement, it’s been suggested 
that the factors of economic growth have a significant impact on this widely 
defined measure of human development. 
 
 
According to Ul Haq (2003), the standard development measures were the GDP 
and GDP per capita, derived from the assumption that economic growth and 
human development are highly correlated. Economic growth and human 
development are not inextricably linked. While economic expansion increases 
the availability of material resources to meet human needs, the quality of life is 
determined by resource allocation, and the increased resources are utilised to 
fund public services (Anand & Ravallion, 1993). The current flow of remittances, 
particularly in ASEAN nations, is one potential among these sources. As a result, 
it’s worth examining if remittances have an impact on HDI, as can be seen below. 
 
 
Figure 1.4 displays the link between remittance inflows and human development 
in the selected ASEAN countries. The UNDP (2018) classified countries with HDI 
of less than 0.550 as low human development, 0.550-0.699 as medium human 
development, 0.700 to 0.799 as high human development and 0.800 or more as 
extremely high human development. It can be seen that an increase in 
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remittance inflows in 2017 led to increased human development. In contrast, in 
2018, a decrease in remittance inflows caused human development to fall to 
0.594. In 2019, the figure illustrated the contradictory relationship where a drop 
in remittance inflows increased human development. Remittances help enhance 
the proxies for human development since they are monetary flows in a foreign 
currency. As a result, it is necessary to determine whether remittance inflows in 
selected ASEAN countries promote or inhibit human development. 
 
 

 
Figure 1.4 : Remittance inflows and Human Development in selected 
ASEAN countries (2016-2019) 
Notes: The data calculated was for Indonesia, Myanmar, Malaysia, the 
Philippines, Thailand, and Vietnam. 
(Source: World Development Indicators database, the World Bank) 
 
 
1.4 The relationship between Foreign Direct Investment (FDI) and 

income inequality in the ASEAN-5 countries. 
 
 
Foreign direct investment (FDI) is a form of cross-border investment associated 
with a resident in an economy that governs or has a substantial degree of 
influence on the management of a company that resides in another economy 
(usually owning 10% or more of the business). Moreover, FDI inflows measure 
foreign residents’ investment in a country. Every country needs FDI to drive its 
economy. FDI is viewed as an essential source of capital and a booster for 
economic growth (Farhan et al, 2015). FDI has become a key factor for economic 
integration. Since the 1980s, many countries have started to remove regulations 
and trade barriers to allow the free movement of capital across borders. As 
globalisation has taken place, other countries have regarded the ASEAN region 
as an opportunity to enhance their economies. This situation has been especially 
true for many firms reaching out to unchartered markets that offer low wage 
labour, low transaction costs and low tax payments (Celik and Baldes, 2010). 
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Substantial investment has come mainly from China, the Netherland, Germany, 
Switzerland, and Australia in the ASEAN region. Increases in wholesale and 
retail investment, real estate, manufacturing and mining have all played a role. 
Singapore, Indonesia and Vietnam accounted for about 72% of FDI inflows in 
the region in 2017, indicating a high investment concentration. Nevertheless, FDI 
flows to other countries have been increasing gradually. Singapore remained the 
largest recipient in the region, however in 2017, investment from the European 
Union and the United States, the two most prominent investors in Singapore, fell. 
The substantial decrease in Singapore’s share of FDI from 63% in 2016 to 45% 
in 2017, influenced the overall FDI inflows into the ASEAN region (see Figure 
1.5). 
 
 
There was also a reduction in FDI inflows to Malaysia. Investment growth in 
Malaysia from China, Germany, Japan and the United Kingdom was not enough 
to counter a fall inflows from the United States and Singapore (ASEAN, 2018). 
A record increase in FDI in Indonesia was driven by an increase in investment in 
manufacturing, wholesale and retail and other services by investors from; 
Singapore, Japan, China and the Netherlands. The significant increase in 
investment inflows to Indonesia in 2017 increased Indonesia’s share of ASEAN 
FDI inflows from 3.2% to 16.8% in 2017. 
 
 
Increased FDI may help recipient countries boost their economies by enhancing 
technology, skills transfer and reducing income inequality. In addition, FDI could 
increase productivity, introduce new management techniques and offer 
employees opportunities to gain training connected with international production 
methods. However, in some cases, economic growth reduces income 
distribution. Chongvilaivan (2013) claimed that although most ASEAN countries 
showed fast growth in economic development and FDI inflows, the benefits were 
unevenly distributed. This situation might be due to such flows only benefiting 
certain groups of people. For instance, the existence of MNCs in a sector may 
increase the demand for high skilled workers to fill positions at the company. 
When high skilled workers are hired, their income will be higher, while low skilled 
workers will continue to receive a low income. This situation will cause income 
inequality to become more prevalent in the country. 
 
 
Income inequality refers to the uneven distribution of income between individuals 
or households in a country. The income gap, imbalance in income, unequal 
distribution of income, income disparity and income inequality are terms used 
interchangeably in the existing literature. These terms apply when one individual 
or group have more money than others. Because of this, inequality exists and it 
should not necessarily be pictured as either a good or bad situation in a country. 
The Gini coefficient is widely used to measure income inequality, with the value 
spreading from 0 (perfect equality) to 1 (perfect inequality). 
 
 
Inequality indirectly affects poverty and growth, Birdsall et al. (1995) found that 
greater initial income inequality reduced future growth even after controlling for 
initial GDP and human capital levels. Figure 1.5 shows the link between FDI and 
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income inequality in the ASEAN region from 2014 to 2017. The figure reveals 
that in 2015, increases in FDI slightly increased the income gap from the 
previous year. In 2016, FDI dropped to 30.59% of the GDP, positively impacted 
GINI when the income gap reduced to 1.62 from the year 2015. In 2017, when 
FDI inflows increased to 38.49% of the GDP, income inequality still decrease. 
The results in the figure below reveal mixed results. Thus, to better understand 
the effectiveness of FDI in reducing income disparity, this issue critically needs 
further study, especially for the ASEAN-5 countries as they received the highest 
amount of FDI of the Southeast Asian countries. 
 
 

 
Figure 1.5 : Foreign Direct Investment (FDI) and income inequality in the 
ASEAN region (2014-2017) 
Notes: The data calculated was for Indonesia, Malaysia, the Philippines, 
Singapore, and Thailand. 
(Source: World Development Indicators database, the World Bank) 
 
 
1.5 Problem Statement 
 
 
As a result of globalisation and the migration of workers across borders, 
remittances play a significant role in the global economy as major foreign 
currencies flow to millions of households. Remittance inflows serves as one of 
the most critical inputs for economies, particularly for recipient countries during 
hard times (recession), because they provide a substantial income source of 
income for recipient families. According to the World Bank (2018), the flow of 
remittances to recipient low-and middle-income countries increased from 
US$633 billion in 2017 to US$689 billion in 2018. For the selected ASEAN 
countries the Philippines for example, received remittance inflows in 2018 of 
about US$34 billion contributing 9.7% of the GDP. This statistic revealed, how 
important remittance inflows could contribute to economic development and 
increase people’s living standards, especially in ASEAN countries. 
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Remittance inflows have increased steadily and become a critical key factor in 
helping economic development due to increased household consumption and 
investment. However, despite many scholars finding that remittances help 
increase economic well-being, there is still a lack of references for human 
development indicators. There are currently extensive studies on the impact of 
remittances on economic growth, which is the most commonly used measure for 
economic development and well-being in many countries (Mcgillivray, 1991; and 
Klugman et al., 2011). However, this standard measure of development is 
ineffective because the gross domestic product (GDP) is cannot capture broader 
measures of human development. Therefore, it is critically important to examine 
the impact of remittance on human development using a comprehensive index 
covering various aspects of human development such as; health, education, and 
income. It gives the actual scenario of the relationship between these two 
variables especially in ASEAN. 
 
 
Besides investigating the impact of remittance inflows on human development, 
it is also essential to examine the effectiveness of foreign direct investment (FDI) 
in helping to reduce income inequality, as FDI is one of the crucial sources for 
economic development. In the Asian region, East Asia appears to be the top 
destination for multinational corporations (MNCs) where FDI inflows to ASEAN 
have reached a record level of US$137 billion in 2017. The share of FDI inflows 
to the ASEAN region increased from 31% in 2016 to 34% in 2017. FDI inflows 
are viewed as a significant driver of economic transformation and modernisation. 
Many countries try to attract more FDI as any additional FDI received will 
positively impact recipient countries, particularly their economies and indirectly 
reduce income disparities. 
 
 
However, there are some cases when increased FDI might harm income 
inequality, as it may widen the gap between the richest and the poorest. This 
observation motivated the researcher to conduct an empirical assessment of the 
effectiveness of FDI inflows on reducing income inequality, especially in the 
selected ASEAN countries. 
 
 
1.6 Research Questions 
 
 
Specifically, this study sought to answer the following questions.  
 
 

i. Do remittance inflows have any impact on human development in the 
ASEAN countries? 

ii. Does foreign direct investment effectively reduce income inequality in 
the ASEAN countries? 
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1.7 Research Objectives 
 
 
The general objective of this study was to examine the impacts of different types 
of financial flows on the economic development of the ASEAN countries. 
Specifically, this study aimed:  
 
 

i. To investigate the impact of remittance inflows on human development 
in the ASEAN countries; 

ii. To examine the effectiveness of foreign direct investment in reducing 
income inequality in the ASEAN countries. 

 
 
1.8 Justification of the Study 
 
 
This study has provided several contributions to the current literature and policy 
implications. Firstly, in this study, the researcher used the HDI as a 
comprehensive measure of socioeconomic development (Sanderson, 2009) to 
investigate the impact of remittances on human development. To date, there 
have only been limited studies on remittance inflows and human development 
for reference, especially for the ASEAN countries. Since there have been very 
few studies on this issue, this study has closed the gap by contributing to the 
existing literature on remittance inflows and human development. It will also be 
a foundation for future research by providing a reference point of empirical 
evidence on the effects of remittances on human development, especially in the 
ASEAN region. 
 
 
Secondly, this research has provided crucial empirical evidence concerning the 
effectiveness of FDI on reducing income inequality by focusing on the 
relationship between the variables in the selected ASEAN countries. The 
importance of FDI has been discussed in-depth in past literature. However, only 
a few studies have examined the effectiveness of FDI on reducing income 
inequality for the ASEAN countries. These pioneering studies have focused on 
selected individual and developing countries, providing broad views. However, 
in this study, the researcher focused on the case of selected ASEAN countries. 
The findings of this study provide an assessment of the link between FDI and 
income inequality. 
 
 
Lastly, the results of this study can act as guide as reference for policy makers 
when creating new policies related to remittances, FDI, human development and 
income inequality. For instance, the results can be used to identify the interaction 
between remittances and human development and the effectiveness of FDI in 
reducing income disparities. 
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1.9 Organisation of the Chapters 
 
 
This thesis is organised into five chapters. Chapter one offers an overview of the 
issues covered by this research. It also describes the problem statement and 
research objectives and justifies the existing study. Chapter two review of the 
theoretical and empirical literature related to international remittance inflows, 
human development, foreign direct investment, and income inequality. Chapter 
three explains the theoretical framework, model specification, estimation 
procedures and the data used in the analysis. Chapter four provides and 
discusses the empirical results. Finally, chapter five concludes by providing a 
summary and suggestions for policy formulation to government and 
policymakers and suggestions for future studies. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



© C
OPYRIG

HT U
PM

51 
 

REFERENCES 

 
 
Abdih, Y., Chami, R., Dagher, J., & Montiel, P. (2012). Remittances and 

institutions: Are remittances a curse?. World Development, 40(4), 657-666. 
 
Adams Jr, R. H. (2011). Evaluating the economic impact of international 

remittances on developing countries using household surveys: A literature 
review. Journal of Development Studies, 47(6), 809-828. 

 
Adams Jr, R. H. (2006). International remittances and the household: Analysis 

and review of global evidence. Journal of African Economies, 15(suppl_2), 
396-425. 

 
Adams Jr, R. H., & Cuecuecha, A. (2010). Remittances, household expenditure 

and investment in Guatemala. World Development, 38(11), 1626-1641. 
 
Adams Jr, R. H., & Page, J. (2005). Do international migration and remittances 

reduce poverty in developing countries?. World development, 33(10), 1645-
1669. 

 
Adenutsi, D. E. (2010). Do international remittances promote human 

development in poor countries? Empirical evidence from Sub-Saharan 
Africa. 

 
Afonso, A., Agnello, L., & Furceri, D. (2008). Fiscal policy responsiveness, 

persistence and discretion. 
 
Akobeng, E. (2016). Out of inequality and poverty: Evidence for the effectiveness 

of remittances in Sub-Saharan Africa. The quarterly review of economics 
and finance, 60, 207-223. 

 
Akobeng, E. (2017). Gross Capital Formation, Institutions and Poverty in Sub-

Saharan Africa. Journal of Economic Policy Reform, 20(2), 136-164. 
 
Alderson, A. S., & Nielsen, F. (1999). Income inequality, development, and 

dependence: A reconsideration. American Sociological Review, 606-631. 
 
Amaluddin, A., Payapo, R. W., Laitupa, A. A., & Serang, M. R. (2018). A Modified 

Human Development Index and Poverty in the Villages of West Seram 
Regency, Maluku Province, Indonesia. International Journal of Economics 
and Financial Issues, 8(2), 325. 

 
Amuedo-Dorantes, C., & Pozo, S. (2004). Workers' remittances and the real 

exchange rate: a paradox of gifts. World development, 32(8), 1407-1417. 
 
Ang, A., Jha, S., & Sugiyarto, G. (2009). Remittances and household behavior 

in the Philippines. Asian Development Bank Economics Working Paper, 
(188). 



© C
OPYRIG

HT U
PM

52 
 

Arbache, J. S., Dickerson, A., & Green, F. (2004). Trade liberalisation and wages 
in developing countries. The Economic Journal, 114(493), F73-F96. 

 
Arif, I., Raza, S. A., Friemann, A., & Suleman, M. T. (2019). The Role of 

Remittances in the Development of Higher Education: Evidence from Top 
Remittance Receiving Countries. Social Indicators Research, 141(3), 1233-
1243. 

 
Askarov, Z., & Doucouliagos, H. (2020). A meta-analysis of the effects of 

remittances on household education expenditure. World Development, 129, 
104860. 

 
Asiedu, E. (2002). On the determinants of foreign direct investment to developing 

countries: is Africa different?. World development, 30(1), 107-119. 
 
Azam, M., & Hassan, S. (2013). Corruption, workers remittances, FDI and 

economic growth in five South and South East Asian countries: A panel data 
approach. Middle-East Journal of Scientific Research, 15(2), 184-190. 

 
Azman-Saini, W. N. W., Baharumshah, A. Z., & Law, S. H. (2010). Foreign direct 

investment, economic freedom and economic growth: International 
evidence. Economic Modelling, 27(5), 1079-1089. 

 
Balan, F., Torun, M., & Kilic, C. (2015). Globalization and income inequality in 

G7: A Bootstrap panel granger causality analysis. International Journal of 
Economics and Finance, 7(10), 192. 

 
Basu, P., & Guariglia, A. (2007). Foreign direct investment, inequality, and 

growth. Journal of Macroeconomics, 29(4), 824-839. 
 
Bhandari, B. (2007). Effect of inward foreign direct investment on income 

inequality in transition countries. Journal of Economic Integration, 888-928. 
 
Beer, L., & Boswell, T. (2002). The resilience of dependency effects in explaining 

income inequality in the global economy: a cross national analysis, 1975-
1995. Journal of world-systems research, 30-59. 

 
Beine, M., Docquier, F., & Rapoport, H. (2001). Brain drain and economic 

growth: theory and evidence. Journal of development economics, 64(1), 
275-289. 

 
Berdiev, A. N., Kim, Y., & Chang, C. P. (2013). Remittances and 

corruption. Economics Letters, 118(1), 182-185. 
 
Bettin, G., Lucchetti, R., & Zazzaro, A. (2009). Income, consumption and 

remittances: evidence from immigrants to Australia. Available at SSRN 
1498325. 

 
Bornschier, V., & Chase-Dunn, C. (1985). Transnational corporations and 

underdevelopment. 



© C
OPYRIG

HT U
PM

53 
 

Calderon, C., Fajnzylber, P., & López, J. H. (2008). Remittances and growth: the 
role of complementary policies. Remittances and Development. Lessons 
from Latin America. The World Bank: Washington, 335-368. 

 
Calderón, C., & Servén, L. (2004). The effects of infrastructure development on 

growth and income distribution. The World Bank. 
 
Castaldo, A., Litchfield, J., & Reilly, B. (2007). Who Is Most Likely to Migrate from 

Albania?: Evidence from the Albania Living Standards Measurement 
Survey. Eastern European Economics, 45(5), 69-94.Cattaneo, C. (2005). 
International migration and poverty: cross-country analysis. Centro Studi 
Luca d’Agliano, Torino. 

 
Chami, R., Fullenkamp, C., & Jahjah, S. (2005). Are immigrant remittance flows 

a source of capital for development?. IMF Staff papers, 52(1), 55-81. 
 
Chaudhuri, S., & Banerjee, D. (2010). FDI in agricultural land, welfare and 

unemployment in a developing economy. Research in Economics, 64(4), 
229-239. 

 
Cho, H. C., & Ramirez, M. D. (2016). Foreign direct investment and income 

inequality in Southeast Asia: a panel unit root and panel cointegration 
analysis, 1990–2013. Atlantic Economic Journal, 44(4), 411-424. 

 
Choi, C. (2006). Does foreign direct investment affect domestic income 

inequality?. Applied Economics Letters, 13(12), 811-814. 
 
Coe, D. T., Helpman, E., & Hoffmaister, A. W. (1997). North-south R & D 

spillovers. The Economic Journal, 107(440), 134-149. 
 
Faini, R. (2007). Remittances and the Brain Drain: Do more skilled migrants remit 

more?. The World Bank Economic Review, 21(2), 177-191. 
 
Fajnzylber, P., & López, J. H. (2008). The development impact of remittances in 

Latin America. Remittances and Development, 1. 
 
Farhan, M. Z. M., Azman-Saini, W. N. W., & Law, S. H. (2014). FDI and income 

inequality in ASEAN-5 countries: a Quantile regression 
approach. Persidangan Kebangsaan Ekonomi Malaysia, 601-608. 

 
Faustino, H. C., & Vali, C. (2011). The effects of globalisation on OECD income 

inequality: a static and dynamic analysis. DE working papers; 
nº12/2011/DE. 

 
Feenstra, R. C., & Hanson, G. H. (1996). Globalization, outsourcing, and wage 

inequality (No. w5424). National Bureau of Economic Research. 
 
Figini, P., & Go¨ rg, H. (2011). Does foreign direct investment affect wage 

inequality? An empirical investigation. The World Economy, 34(9), 1455-
1475. 



© C
OPYRIG

HT U
PM

54 
 

Fotros, M. H., Alizadeh, M., & Ahmadvand, N. (2020). Optimal Amount of 
Government Expenditure Components with the Goal of Reducing Income 
Inequality (The Case of Iran). Iranian Journal of Economic Studies, 9(1), 
117-146. 

 
Fromentin, V. (2017). The long-run and short-run impacts of remittances on 

financial development in developing countries. The Quarterly Review of 
Economics and Finance, 66, 192-201. 

 
Gapen, M. T., Chami, M. R., Montiel, M. P., Barajas, M. A., & Fullenkamp, C. 

(2009). Do workers' remittances promote economic growth? (No. 9-153). 
International Monetary Fund. 

 
Gibson, J., & McKenzie, D. (2012). The economic consequences of ‘brain 

drain’of the best and brightest: Microeconomic evidence from five 
countries. The Economic Journal, 122(560), 339-375. 

 
Giuliano, P., & Ruiz-Arranz, M. (2009). Remittances, financial development, and 

growth. Journal of Development Economics, 90(1), 144-152. 
 
Gopinath, M., & Chen, W. (2003). Foreign direct investment and wages: a cross-

country analysis. Journal of International Trade & Economic 
Development, 12(3), 285-309. 

 
Groh, A. P., & Wich, M. (2012). Emerging economies' attraction of foreign direct 

investment. Emerging Markets Review, 13(2), 210-229. 
 
Gupta, S., Pattillo, C. A., & Wagh, S. (2009). Effect of remittances on poverty 

and financial development in Sub-Saharan Africa. World 
development, 37(1), 104-115. 

 
Hanson, G. H., & Harrison, A. (1999). Trade liberalization and wage inequality in 

Mexico. ILR Review, 52(2), 271-288. 
 
Hanson, G. H. (2003). What has happened to wages in Mexico since NAFTA?. 

National Bureau of Economic Research, (No. w9563).  
 
Harrison, A., & Hanson, G. (1999). Who gains from trade reform? Some 

remaining puzzles. Journal of development Economics, 59(1), 125-154. 
 
Hausman, J. A. (1978). Specification tests in econometrics. Econometrica: 

Journal of the econometric society, 1251-1271. 
 
Hermes, N., & Lensink, R. (2003). Foreign direct investment, financial 

development and economic growth. The journal of development 
studies, 40(1), 142-163. 

 
Herzer, D., & Nunnenkamp, P. (2013). Inward and outward FDI and income 

inequality: evidence from Europe. Review of world economics, 149(2), 395-
422. 



© C
OPYRIG

HT U
PM

55 
 

Heitger, B. (2001). The scope of government and its impact on economic growth 
in OECD countries (No. 1034). Kiel Working Paper. 

 
Hines, A. L., & Simpson, N. B. (2019). Migration, remittances and human capital 

investment in Kenya. Economic Notes: Review of Banking, Finance and 
Monetary Economics, 48(3), e12142. 

 
Huay, C. S., Winterton, J., Bani, Y., & Matemilola, B. T. (2019). Do remittances 

promote human development? Empirical evidence from developing 
countries. International Journal of Social Economics. 

 
Im, H., & McLaren, J. (2015). Does foreign direct investment raise income 

inequality in developing countries? A new instrumental variables 
approach. Sch. Econ. Financ. Yeungnam Univ, 1, 1-58. 

 
Inoue, T. (2018). Financial development, remittances, and poverty reduction: 

Empirical evidence from a macroeconomic viewpoint. Journal of Economics 
and Business, 96, 59-68. 

 
Jalilian, H., & Weiss, J. (2002). Foreign direct investment and poverty in the 

ASEAN region. ASEAN economic bulletin, 231-253. 
 
Jenkins, S. P. (1996). Recent trends in the UK income distribution: What 

happened and why?. Oxford Review of Economic Policy, 12(1), 29-46. 
 
Jongwanich, J., & Kohpaiboon, A. (2019). Workers' Remittances, Capital Inflows, 

and Economic Growth in Developing Asia and the Pacific. Asian Economic 
Journal, 33(1), 39-65. 

 
Kefela, G. (2011). Implications of financial literacy in developing 

countries. African Journal of Business Management, 5(9), 3699-3705. 
Ketkar, S., & Ratha, D. (2009). Future-flow securitization for development 

finance. Innovative Financing for Development, 25-57. 
 
Kinoshita, Y. (2000). R&D and technology spillovers via FDI: Innovation and 

absorptive capacity. Available at SSRN 258194. 
 
Kumar, R. R. (2013). Remittances and economic growth: A study of 

Guyana. Economic Systems, 37(3), 462-472. 
 
Kuznets, S. (1955). Economic growth and income inequality. The American 

economic review, 45(1), 1-28. 
 
Lall, S. (1985). Trade in technology by a slowly industrialising country: India. 

In Multinationals, Technology and Exports (pp. 203-226). Palgrave 
Macmillan, London. 

 
Lartey, E. K., Mandelman, F. S., & Acosta, P. A. (2012). Remittances, exchange 

rate regimes and the Dutch disease: A panel data analysis. Review of 
International Economics, 20(2), 377-395. 



© C
OPYRIG

HT U
PM

56 
 

Larsson, P., & Ångman, J. (2014). Remittances and development: Empirical 
evidence from 99 developing countries. 

 
Le Goff, M., & Ebeke, C. (2009). Why Migrants' Remittances Reduce Income 

Inequality in some Countries and not in others? (No. 200919). 
 
Lee, E., & Vivarelli, M. (Eds.). (2004). Understanding globalization, employment 

and poverty reduction. New York: Palgrave Macmillan. 
 
Li, X., & Liu, X. (2005). Foreign direct investment and economic growth: an 

increasingly endogenous relationship. World development, 33(3), 393-407. 
 
Lim, S., & Simmons, W. O. (2015). Do remittances promote economic growth in 

the Caribbean Community and Common Market?. Journal of economics 
and business, 77, 42-59. 

 
Lipsey, R. E., & Sjöholm, F. (2004). Foreign direct investment, education and 

wages in Indonesian manufacturing. Journal of Development 
Economics, 73(1), 415-422. 

 
Mah, J. S. (2002). The impact of globalization on income distribution: the Korean 

experience. Applied Economics Letters, 9(15), 1007-1009. 
 
Makhlouf, F., & Mughal, M. Y. (2013). Remittances, Dutch disease, and 

competitiveness: a Bayesian analysis. Journal of Economic 
Development, 38(2), 67-97. 

 
Maiorano, D., & Manor, J. (2017). Poverty reduction, inequalities and human 

development in the BRICS: policies and outcomes. Commonwealth & 
Comparative Politics, 55(3), 278-302. 

 
Markusen, J. R., & Venables, A. J. (1999). Foreign direct investment as a catalyst 

for industrial development. European economic review, 43(2), 335-356. 
 
Meyer, D., & Shera, A. (2017). The impact of remittances on economic growth: 

An econometric model. EconomiA, 18(2), 147-155. 
 
Milanovic, B. (2002). Can we discern the effect of globalization on income 

distribution? Evidence from household budget surveys. Evidence from 
Household Budget Surveys (August 2002). World Bank Policy Research 
Working Paper, (2876). 

 
Mohammed, U. (2021). Remittances, institutions and human development in 

Sub-Saharan Africa. Journal of Economics and Development. 
 
Mokhtar, M. (2018). Remittance inflow and the brain drain issue in 

Malaysia/Fauziana Fauzi@ Mat Rawi and Marziah Mokhtar. Journal of 
International Business, Economics and Entrepreneurship (JIBE), 3(1), 44-
52. 

 



© C
OPYRIG

HT U
PM

57 
 

Mugeni, S. (2015). Foreign investment, democracy and income inequality: 
Empirical evidence. 

 
Niimi, Y., Ozden, C., & Schiff, M. (2010). Remittances and the brain drain: skilled 

migrants do remit less. Annals of Economics and Statistics/Annales 
d’Économie et de Statistique, 123-141. 

 
Organisation for Economic Co-operation and Development (OECD). (2019). 

Retrieved from https://www.oecd-ilibrary.org/employment/hours-
worked/indicator/english_47be1c78-en 

 
Orrenius, P. M., Zavodny, M., Canas, J., & Coronado, R. (2010). Do remittances 

boost economic development-evidence from Mexican states. Law & Bus. 
Rev. Am., 16, 803. 

 
Pesaran, M. H., Shin, Y., & Smith, R. J. (2001). Bounds testing approaches to 

the analysis of level relationships. Journal of applied econometrics, 16(3), 
289-326. 

 
Piva, M. (2004). The impact of technology transfer on employment and income 

distribution in developing countries: A survey of theoretical models and 
empirical studies. Available at SSRN 907473. 

 
Pradhan, G., Upadhyay, M., & Upadhyaya, K. (2008). Remittances and 

economic growth in developing countries. The European journal of 
development research, 20(3), 497-506. 

 
Raihan, S., Sugiyarto, G., Bazlul, H. K., & Jha, S. (2009). Remittances and 

household welfare: A case study of Bangladesh. Asian Development Bank 
Economics Working Paper, (189). 

 
Ram, R. (2009). Openness, country size, and government size: Additional 

evidence from a large cross-country panel. Journal of Public 
Economics, 93(1-2), 213-218. 

 
Ramirez, M. D. (2013). Do financial and institutional variables enhance the 

impact of remittances on economic growth in Latin America and the 
Caribbean? A panel cointegration analysis. International Advances in 
Economic Research, 19(3), 273-288. 

 
Rapoport, H., & Docquier, F. (2006). The economics of migrants' 

remittances. Handbook of the economics of giving, altruism and 
reciprocity, 2, 1135-1198. 

 
Rapoport, H., & Docquier, F. (2005). The economics of migrants. Remittances’, 

in Serge-Christope Kolm and Jean Mercier Ythier (eds.) Handbook on the 
Economics of Giving, Reciprocity and Altruism. 

 
Ratha, D. (2013). The impact of remittances on economic growth and poverty 

reduction. Policy Brief, 8(1), 1-13. 

https://www.oecd-ilibrary.org/employment/hours-worked/indicator/english_47be1c78-en
https://www.oecd-ilibrary.org/employment/hours-worked/indicator/english_47be1c78-en


© C
OPYRIG

HT U
PM

58 
 

Ratha, D., Mohapatra, S., Vijayalakshmi, K. M., & Xu, Z. (2007). Remittance 
trends 2007. 

 
Ravinthirakumaran, K., Selvanathan, E. A., Selvanathan, S., & Singh, T. (2015). 

Determinants of foreign direct investment in Sri Lanka. South Asia 
Economic Journal, 16(2), 233-256. 

 
Reuveny, R., & Li, Q. (2003). Economic openness, democracy, and income 

inequality: An empirical analysis. Comparative Political Studies, 36(5), 575-
601. 

 
Rivera, J. J. M., & Jorge, J. (2005, June). The impact of migration and 

remittances on distribution and sources income: The Mexican rural case. 
In meeting of the United Nations Expert Group on International Migration 
and Development, July (pp. 6-8). 

 
Salahuddin, M., & Gow, J. (2015). The relationship between economic growth 

and remittances in the presence of cross-sectional dependence. The 
Journal of Developing Areas, 207-221. 

 
Saydaliev, H.B., Lee Chin and Oskenbayev, Y. (2020). The Nexus of 

Remittances, Institutional Quality and Financial Inclusion, Economic 
Research-Ekonomska Istrazivanja, 

 
Saydaliev, H.B., Lee Chin and M. Azali (2020). Remittance Inflow and Economic 

Development: Interaction with Financial Inclusion and Human Capital, 
Migration and Development, 
https://doi.org/10.1080/21632324.2020.1839215 

 
Shafqat, M. M., Xia, E., Bari, M. W., & Baloch, M. A. (2017, July). Linkage 

between remittances and FDI: Evidence from low-income countries. In 2017 
4th International Conference on Industrial Economics System and Industrial 
Security Engineering (IEIS) (pp. 1-5). IEEE. 

 
Sharma, B., & Gani, A. (2004). The effects of foreign direct investment on human 

development. Global economy journal, 4(2), 1850025. 
 
Siddique, A., Selvanathan, E. A., & Selvanathan, S. (2012). Remittances and 

economic growth: empirical evidence from Bangladesh, India and Sri 
Lanka. Journal of development studies, 48(8), 1045-1062. 

 
Stanley, D., & Fleming, N. (2019). The impact of foreign and domestic remittance 

types and senders on education outcomes. Economic Notes: Review of 
Banking, Finance and Monetary Economics, 48(3), e12140. 

 
Stojanov, R., Němec, D., & Žídek, L. (2019). Evaluation of the long-term stability 

and impact of remittances and development aid on sustainable economic 
growth in developing countries. Sustainability, 11(6), 1538. 

 

https://doi.org/10.1080/21632324.2020.1839215


© C
OPYRIG

HT U
PM

59 
 

Sylwester, K. (2005). Foreign direct investment, growth and income inequality in 
less developed countries. International Review of Applied 
Economics, 19(3), 289-300. 

 
Tan, H., & Batra, G. (1997). Technology and firm size-wage differentials in 

Colombia, Mexico, and Taiwan (China). The World Bank Economic 
Review, 11(1), 59-83. 

 
Trinh, N. H. (2016). The effect of foreign direct investment on income inequality 

in Vietnam. International Journal of Economics, Commerce and 
Management, 4(12), 158-173. 

 
United Nations Department of Economic and Social Affairs (UNDESA). (2015). 

Trends in International Migrant Stock: The 2015 Revision. Retrieved from 
http://www.un.org/en/development/desa/population/migration/data/estimat
es2/estimates15.shtm.  

 
United Nations Department of Economic and Social Affairs (UNDESA). (2016). 

12th ASEAN Forum on Migrant Labour. Retrieved from 
https://www.ilo.org/asia/events/WCMS_713644/lang--en/index.htm.  

 
United Nations Development Programme (UNDP). (2013).  Human   

Development   Index.   New   York:   UNDP.  Retrieved   from 
http://hdr.undp.org/en/statistics/hdi.  

 
Ustubici, A., & Irdam, D. (2012). The impact of remittances on human 

development: A quantitative analysis and policy implications. Economics & 
Sociology, 5 (1): 74-95. View at Google Scholar| View at Publisher. 

 
Vargas-Silva, C., Jha, S., & Sugiyarto, G. (2009). Remittances in Asia: 

Implications for the fight against poverty and the pursuit of economic 
growth. Asian Development Bank Economics Working Paper Series, (182). 

 
Vacaflores, D. E. (2018). Are remittances helping lower poverty and inequality 

levels in Latin America?. The Quarterly Review of Economics and Finance, 
68, 254-265. 

 
Wang, J. Y., & Blomström, M. (1992). Foreign investment and technology 

transfer: A simple model. European economic review, 36(1), 137-155. 
 
World Bank. (2009). Handbook on Poverty and Inequality. Retrieved from 

http://pubdocs.worldbank.org/en/354241421454367931/TN-II.pdf. 
 
World Bank. (2010). ASEAN Integration Monitoring Report. Retrieved from 

http://documents1.worldbank.org/curated/en/915081468234873037/pdf/83
9140WP0P14480Box0382116B00PUBLIC0.pdf.   

 
World Bank. (2018). Record High Remittances Sent Globally in 2018. Retrieved 

from https://www.worldbank.org/en/news/press-release/2019/04/08/record-
high-remittances-sent-globally-in-2018. 

http://www.un.org/en/development/desa/population/migration/data/estimates2/estimates15.shtm
http://www.un.org/en/development/desa/population/migration/data/estimates2/estimates15.shtm
https://www.ilo.org/asia/events/WCMS_713644/lang--en/index.htm
http://hdr.undp.org/en/statistics/hdi
http://pubdocs.worldbank.org/en/354241421454367931/TN-II.pdf
http://documents1.worldbank.org/curated/en/915081468234873037/pdf/839140WP0P14480Box0382116B00PUBLIC0.pdf
http://documents1.worldbank.org/curated/en/915081468234873037/pdf/839140WP0P14480Box0382116B00PUBLIC0.pdf
https://www.worldbank.org/en/news/press-release/2019/04/08/record-high-remittances-sent-globally-in-2018
https://www.worldbank.org/en/news/press-release/2019/04/08/record-high-remittances-sent-globally-in-2018


© C
OPYRIG

HT U
PM

60 
 

Wooldridge, J. M. (2010). Econometric analysis of cross section and panel data. 
MIT press. 

 
Wu, J. Y., & Hsu, C. C. (2012). Foreign direct investment and income inequality: 

Does the relationship vary with absorptive capacity?. Economic 
Modelling, 29(6), 2183-2189. 

 
Yang, D. (2004). How remittances help migrant families. Migration Information 

Source, Migration Policy Institute, http://www. migrationinformation. 
org/Feature/print. cfm. 

 
Zakaria, M., & Fida, B. A. (2016). Trade openness and income inequality in China 

and the SAARC Region. Asian‐Pacific Economic Literature, 30(2), 33-44. 
 
Zhang, X., & Zhang, K. H. (2003). How does globalisation affect regional 

inequality within a developing country? Evidence from China. Journal of 
Development Studies, 39(4), 47-67. 

 
Pratt, D. (1998). The Role of Religion. In M.C. McLaren (Ed.), Interpreting 

Cultural Differences (pp. 86-96). Norfolk: Peter Francis Publishers 
 
Moore, W. K. (2004). Malaysia: A Pictorial History 1400-2004. Kuala Lumpur: 

Archipelago Press. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




