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ABSTRACT

This study explains the impact of remittances, total population, exports,
and foreign direct investment on economic growth (GDP) in 5 Asean countries,
namely Indonesia, Malaysia, Thailand, the Philippines and Vietnam in 2008 to
2022. Remittances are a variable important in increasing economic growth. Total
population, exports, and foreign direct investment are control variables in looking
at economic growth. This study uses quantitative methods and secondary data by
collecting data through the world bank. This study uses panel data regression with
the best model approach, namely the Fixed Effect Model (FEM), to find out how
the impact of the independent variables on the dependent variable (GDP). Based
on the results of the F test obtained, it shows that in general the independent
variables have a significant positive impact on the dependent variable.
Meanwhile, the results of the T test show that the variables of remittance, total
population, and exports have a positive and significant impact on economic
growth (GDP). In the independent variable foreign direct investment (FDI) has a
negative impact on economic growth.

Keywords: Remittances, Total Population, Exports, FDI and GDP.
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ABSTRAK

Penelitian ini menjelaskan bagaimana dampak remitansi, total populasi,
ekspor, dan investasi asing langsung (foreign direct invesment) terhadap
pertumbuhan ekonomi (GDP) di 5 negara Asean yaitu Indonesia, Malaysia,
Thailand, Philipina dan Vietnam pada tahun 2008 sampai 2022. Remitansi
merupakan variabel hal yang penting dalam peningkatan pertumbuhan ekonomi.
Total populasi, ekspor, dan invetasi asing langsung merupakan variabel kontrol
dalam melihat pertumbuhan ekonomi. Penelitian ini menggunakan metode
kuantitatif dan data skunder dengan pengambilan data melalui world bank.
Penelitian ini menggunakan regresi data panel dengan pendekatan model terbaik
yaitu Fixed Effect Model (FEM), untuk mengetahui bagaimana dampak variabel
bebas terhadap variabel terikat (GDP). Berdasarkan hasil uji F yang diperoleh,
menunjukkan bahwa secara umum variabel bebas berdampak positif singnifikan
terhadap variabel terikat. Sedangkan pada hasil uji T menunjukkan bahwa variabel
remitansi, total populasi, dan ekspor berdampak positif dan signifikan terhadap
pertumbuhan ekonomi (GDP). Pada variabel bebas investasi asing langsung (FDI)
memiliki dampak yang negatif terhadap pertumbuhan ekonomi.

Kata kunci: Remitansi, Total Populasi, Ekspor, FDI dan GDP

XXi



CHAPTER |
INTRODUCTION

A. The Background of The Study

With the development of the world in technology and commerce, a
countries cannot be secluded from globalization and the outside world either from
economic relationships, humanity, etc. Hence, a country was demanded to create
employment or hire its human resources. In empowering human resources, surely
in developing countries, the number of jobs will not be able to absorb all human
resources, it is necessary dispatch human resources that is labour force to
neighboring countries that require their services. Transferring labour force from
one country to another country, or in other word called migration, has a
household economic impact for migrant, either in origin country or migrant

destination country.

Figure 1.1 Remittances of Lower and Midle Income Countries

Total Remittance Lower and Midle
Income
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Source: Data World Bank 2023



The midle income countries, relationships between migrant labour and
their home regions is very close indicated in the form of remittances, which are
useful for their home regions. Moreover, it also brings positive information about
working opportunities in destination country. Remittance can be made as
investment for their family in home regions of migrant labours and also can be as
reflection for the success of migrants in the destinations country (Sukesi,

2017:142).

The impact of migrant labour toward economic growth of origin
countries from the labour force comes from remittances are sent to origin
countries. Remittance can influence poverty level and economic growth of a
countries. Data from World Bank 2019, remittance result always increases each
year, except in 2009 and 2016. Remittance was resulted decreas in 2009 as much
as US$ 10,567,792,150 in developing countries. In 2015, remittance was resulted
to developing countries as much as US$ 431.817.939.841,567, in 2016 as much
US$ 417.933.956.580,13 remittance was resulted decrement for developing

countries in 2016 due to the dropping of world oil price.

Basically, remittance only defines as transferring money of labour to the
country of origin. However, by the time goes by and the more sophisticated
technology of remittance, it does not only send money or goods but also
remittance knowledge in the country of origin, it is impacts on economy, culture,
social, and village development. When a village is performing a progress, surely it
will have an impact to the upper level such as sub district, this has an impact on

increase PDRB, it also will increase PDB that is concerning wider. Remittance is



interpreted as personal money transfer (personal transfer), individual group
remittance and total remittance. Personal transfer consists of all current transfer
either cash money or money received by household in the place of origin, and
from household not to other citizens. Personal transfer includes all transfer from
population to household population, such as: a) source from sender income
(salary, revenue, social benefit, or other transfer), b) Inter-household relation (it
could be relative or non-relative household), c) other transfer, such as: legacy,

allowance, and lottery (Sukesi, 2017: 136)

According to Kuznets (Jhingan, 2012) economic growth is a long term
ability increment of a country to provide various types of economic goods to its
citizens. This ability is growing related with the development of technology and
adjustment of ideological and institutional needed. The definition has three
components. First, economic growth of a country is seen by the continuous
increment of goods supply. Second, advanced technology is a factor in economic
growth that determines the level of growth ability in supplying various goods to
society. Third, widespread and efficient use of technology requires adjustments in
the field of institutional and ideology, then innovation created from humanity’s
science can be used appropriately. So far, remittance impact toward economic
growth is still debatable. On one side, remittance can create economic growth
through saving and investment. Remittance can increase economic growth when
remittance fund is used in the form of saving or investment, so that, it can increase
foreign exchange reserves for the country. According to Adenutsi (2011),

remittance can be categorized as capital inflow, such as export revenue which is



positive determinant of an economic growth. Next, remittance is like any other
capital inflow that has important role as source financing in various countries and

noted in payment balance (Adenutsi, 2011).

On the other hand, the remittance number that is too big will increase the
demand of domestic currency that will cause an appreciation in the value of
domestic currency and also will decrease export competitiveness (Karagoz, 2009).
Chami, Fullenkamp & Jahjah (2003) adds that remittance will cause moral hazard
problem. Recipient household uses remittance as work wages replacement (labour
income), it will decrease the desire to work and influence negatively toward
economic activity in many countries. In several countries, research on remittance
impact toward economic growth has been done a lot. In several researches said
that remittance has positive impact to economic growth and some also said it has
negative impact. In Shera and Meyer (2013) research entitled “Remittances and
Their Impact on Economic Growth” which is conducted in Albania obtained
result that remittance has positive impact on PDB per capita. Shera and Meyer
(2016) conducted similar research entitled “The Impact of Remittances on
Economic Growth: An Econometric Model” in 6 Europe countries of remittance
receiver derived result that remittance has positive impact toward economic

growth.

In other research conducted by Adenutsi (2011) “Financial Development,
International Migrant Remittances, and Endogenous Growth in Ghana” in short
term, remittance has positive impact toward economic growth. And there are also

said that remittance has negative impact toward economic growth, such as



research by Jawaid and Reza (2012) entitled “Workers’ Remittances and
Economic Growth in South Asia” in which the research takes 5 South Asian
countries as research object, such as: Pakistan, India, Bangladesh, Sri Lanka, and
Nepal. It was obtained that in long term, remittance has positive impact toward
economic growth in India, Bangladesh, Sri Lanka, and Nepal, however in
Pakistan remittance has negative impact toward their economic growth. And in
the Chami (2003) research, it was derived conclusion that migrant remittance
negatively affected toward GDP growth per capita in 113 countries taken as the
objects of the research entitled ‘“are Immigrant remittance flows a

source of capital for development?.

Based on above description, it was showed that impact of remittance toward
economic growth is still debatable. Empirical studies or research in various
countries derived difference results. There some show the remittance correlation
has positive impact toward economic growth but not a little said that the
correlation is negative.

Remittance indeed becomes issue that is very phenomenon to be discussed.
This is because remittance impact not just on economy of the migrant family but
also education, social, and culture. Besides economy, there are other variables that
can influence development in economic growth. That is the existence of exports
and FDI that can provide fund injection form abroad or foreign countries for
economic growth especially to developing countries. FDI gives impact on GDP of
a countries. The amount of FDI that receiv to low and middle income is always

fluctuates in year to year.



Theories and empirical approaches have become long polemic in literature
about motivation behind remittance transfer behavior. Two factors determine as
main reasons or motivation of remittance, are altruism and implicit contract
between migrant and family left behind (sometimes are called as Quid pro quo
motivation). Empirical evidence where motivation dominates rather mixed shows
that altruistic and contractual motive are working (Akay, 2012).

The most common approach to identify the reason behind remittance
transfer behavior is to analyze relation between money transfer and family income
at home (before money transfer). In altruistic “pure”, it is assumed that the only
migrant purpose is to support individual they left. Because of this, the poorer
family at home, the more migrant want to give. Hence, this approach predicts that
money transfer level is increasing along with the decrease of family income at

home (Akay, 2012).

Therefore, the main purpose of this empirical study or research is to find
remittance impact toward economic growth in 5 Southeast Asia countries namely
Indonesia, Philippines, Malaysia, Thailand, and Vietnam. Besides studying about
the impact of remittance, there are other factors considered important to complete
remittance variable that has impacts on economic growth. Those factors namely
total population, export, and foreign direct investment. The reason in choosing the
5 countries as research object is because it is consists of ASEAN countries in
status as midle income countries. The second reason is the countries are equally
affected by global crisis on 2008, it is also the reason choose 2008 as the base of

the research. Therefore, the writer proposes the title as “The Impact of



Remittances and Macroeconomics Variables on Economic Growth; Evidence

from ASEAN 2008-2022 Period”.

B. The Formulation of the Problems

Based on background description, the main problems will be
discussed in the research are:
1. How is the remittance impact toward economic growth in ASEAN countries
(Indonesia, Malaysia, Philippine, Thailand, and Vietnam) in period 2008-
20227.
2. How is the total populations impact toward economic growth in ASEAN
countries (Indonesia, Malaysia, Philippine, Thailand, and Vietnam) in period
2008-20227.
3. How is the exports impact toward economic growth in ASEAN countries
(Indonesia, Malaysia, Philippine, Thailand, and Vietnam) in period 2008-
20227.
4. How is the foreign direct invesment (FDI) impact toward economic growth
in ASEAN countries (Indonesia, Malaysia, Philippine, Thailand, and Vietnam)

in period 2008-20227.

C. The Objectives of the Study

1. To find the remittance impact toward economic growth in ASEAN Countries
(Indonesia, Malaysia, Philippine, Thailand, and Vietnam) in period 2008-2022.
2. To find the total populations impact toward economic growth in ASEAN
countries (Indonesia, Malaysia, Philippine, Thailand, and Vietnam) in period

2008-20227.



3. To find the exports impact toward economic growth in ASEAN countries
(Indonesia, Malaysia, Philippine, Thailand, and Vietnam) in period 2008-
20227.

4. To find the foreign direct invesment (FDI) impact toward economic growth
in ASEAN countries (Indonesia, Malaysia, Philippine, Thailand, and Vietnam)

in period 2008-20227.

. The Significance of the Study

The research result hopefully can be useful for academician, government,
and society.
1. FoAcademician

The research is expected to be useful for academician as a literature to
add insight or as reference for specific research in the theory of remittance
impact and macroeconomic variable that can increase the country’s economy.
2. For Goverment

The research is expected to be useful for government as reference and
consideration in undertaking policies related to increase foreign exchange
reserves and economic growth through variable in the research.
3. For Social

The research is expected to be useful for society in opening insight
related to remittance transferred by family who become migrant worker, in
order to use remittance more wisely not only for them but also it can be used in
productive ways to increase the growth of family economy and regional

income per capita.



E. The Outline

Systematic discussion is divides into three parts, namely initial part,
inner part, and final part. Initial part contains whatever needed before inner
part. Inner part consists of 5 chapters exist in the research. While final part
consists of reference, attachments, and curriculum vitae of the writers. The five

main parts used by the writer in the core part are as follows:

CHAPTER I: Introduction

First chapter in the research is introduction. This introduction part
explains about description of main issues behind the research writing. This part
discusses issues on remittance and macroeconomic variable and also as
proponent based on facts and data. The background in this research will

emerge problems formulation, objectives, and benefits of the research.

CHAPTER II: Theoretical Base and Hypothesis

The second chapter in this research contains literature review from
previous researches about remittance and also relevant researches topic
discussed by the writer. In this chapter is also explained about theoretical
framework which contains remittance theories and its supporting variable used
in the research. Moreover, in this chapter also discusses about research
hypothesis.

CHAPTER IlI: Research Method
The third chapter is part of research method. This chapter explains all

variable used in research, starting from data type, source of data, until its
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operational variable definition. In this chapter is also explained about analysis
tools used by the writer in research.
CHAPTER IV: Data Analysis and Discussion
The fourth chapter is part of data analysis and discussion. This chapter
covers descriptive statistics of the data used in the research which is calculation
resulted by the writer using ( Fixed Effect, Common Effect and Random
Effect) mode. In this chapter also explains about research result using

comparison theories and previous researches.

CHAPTER V: Conclussion and Suggestion

The fifth chapter is the last chapter of the research. This chapter is
closing part of the discussion in this research. This chapter contains final
conclusion of the research and suggestions for achieving research results.

Furthermore, it also contains implications and the limitations of the research.

10



CHAPTER V
CONCLUSIONS AND SUGGESTIONS
A. Conclussion
Based on the results of research that has been carried out using the

fixed effect model (FEM) approach and refers to the discussion presented in

chapter 1V (Results and Discussions) with several variables, namely economic

growth (GDP), remittances, total population, exports, and foreign direct
investment (FDI) then the following conclusions are obtained:

1. Remittances have a positive and significant impact on economic growth at 5
ASEAN countries. These results indicate that the alternative hypothesis that
remittances have a positive impact on economic growth (GDP) in 5 ASEAN
countries is accepted. This can be seen from the number of remittances to 5
countries in ASEAN which are experiencing fluctuations but tend to
increase. Even though there was a global crisis in 2008-2009, it did not have
a major impact on the amount of remittances that entered the 5 ASEAN
countries (Indonesia, Malaysia, the Philippines, Thailand and Vietnam).

2. The total population has a positive and significant impact on economic
growth at 5 ASEAN countries. These results indicate that the alternative
hypothesis that was built that the total population has a negative impact on
economic growth (GDP) is rejected. Population growth in 5 ASEAN
countries has a positive impact on economic growth (GDP) seen because the
increasing total population will affect the amount of labour, demand, supply

of goods and services. So that the activity between supply and demand for a
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product and service will affect the growth of people's income which
indirectly affects the country's economic growth.

. Export has a positive impact and not significant impact on economic
growth in 5 ASEAN countries. These results indicate that the alternative
hypothesis that was built that exports have a positive impact on economic
growth (GDP) is accepted. Export growth in the 5 ASEAN countries can
certainly increase economic growth in these countries. Exports occur when a
country experiences an aggregate advantage in producing goods needed by
other countries. So that the production of an item can increase the income of
producers who produce goods and indirectly affect economic growth.

. Foreign direct investment (FDI) has a negative impact on economic growth
in 5 ASEAN countries. These results indicate that the alternative hypothesis
that was built that foreign direct investment (FDI) has a positive impact on
economic growth (GDP) is rejected. Foreign direct investment (FDI) is very
much influenced by many things, so research is needed to determine a
country as an investment destination. Investment in the short term can
certainly affect economic growth. But not necessarily in the long term.
Fluctuating flows of foreign direct investment (FDI) can provide an early
sign that foreign direct investment has little impact on economic growth.

. The all independent variables (remittances, total population, exports, foreign
direct investment) have a significant simultaneous impact on the dependent

variable (Gross Domestic Product) in 5 ASEAN countries. This can be seen
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from the probability value of the simultaneous test, that the probability

value F is smaller than the alpha value of 5%.

B. Suggestion

Based on research conducted on the impact of remittances and
macroeconomic variables on economic growth in 5 ASEAN countries for the
2008-2022 period, this researcher provides suggestions that need to be
considered and considered especially for academics and future researchers, as

follows:

1. For future researchers to selected, update data and add independent
variables that have a direct or indirect relationship with economic growth, in
this case gross domestic product.

2. For the general public, especially migrants who send money to their country
of origin or region of origin for their families, so that they can allocate
money properly. Allocation of remittances for productive things, investment
and children’s schooling.

3. The government, which is a policy maker. The expected to consider many
things in economic conditions, especially those related to variables that can
increase a country's economic growth. Pay attention to the human

development index to support the ability to increase economic growth.
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