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Determinants of Inequality in Income Distribution in Malaysia Using
the Autoregressive Distributed Lags Model (ARDL)

Ahmed Abu Bakr

Abstract

This study aimed to measure the relationship between inequality in the distribution of income and its
determinants by applying it to the state of Malaysia during the period 1990-2020. The study relied on
the cointegration methodology based on the use of autoregressive distributed lag periods (ARDL). The
properties of cointegration of the independent variables and variation in the distribution of Income, the
results of the cointegration test indicate the existence of an integration relationship between the
variables, which means the existence of a long-term balanced relationship between the coefficient of
variation in the distribution of income (Gini coefficient) and its determinants in the long and short term
at a significance level of 1%. The study concluded that the disparity in income distribution is affected
by the independent variable that is significant in the long run, which is (spending on education as a
percentage of gross domestic product). The results also showed in the short run the effectiveness of the
independent variables on the factor of disparity in the distribution of income, which is (the population
growth rate with an inverse relationship, spending on education as a percentage of GDP with an inverse
relationship, the growth rate of average per capita income with an inverse relationship).
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sl e bl 3 aaail (ADF) saagll J3a Jlidl it £(2) o Jsos

) First Different J¢¥) (34! Level (§giuall i)
Prob. t-static Prob. t-static

() 0.0248 2.268487- 0.2358 1.110461- GINI
(1) 0.0251 3.900183 0.6029 1.951755- UNEM
(lo) - - 0.0367 2.095730- POP
() 0.0000 8.851442- 0.1463 1.402128- INF
(lo) - - 0.0233 2.294513- GDP
(o) - - 0.0277 2.221594- EDI
() 0.0001 4.499763- 0.4606 0.573027- EDU
(o) - - 0.0032 3.079457- CAP

Eviews12 malin alasiuly Gald) slae) e 1 jaaal)

(F-Bounds Test. t-Bounds Test) skl daY b ndall JalSill jlas) =50 1(3) o) Jsas

Aajal) pdl
- - LJMM.“ (F) dgilas) 4a8
(1) ) 22 (l) A aal
4.63 3.31 12.491
Aajal) pdl
— - Z\..M\ (t) Adlas) dad
(1) ) 22 (l) A aa
5.49 3.96 14.714
0] Lgurall (g5 Views]2. =l aladnnl Eabll slael e jaadldl
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sl Jalsall LasY (ARDL) dejsall dssojll clsadll 1 Jasil) =35 (4) o8 Jsan

Variable Coefficent Standard t-Statistics Prob.

C 0.0141- 0.0465 0.3036- 0.7717
UNEM 0.63- 0.283 2.24- 0.06
POP 3.00- 2.22 1.35- 0.22
INF 0.18- 0.10 1.76- 0.12
GDP 2.85 2.25 1.27 0.25
FDI 0.233 0.085 2.73 0.03
EDU 0.168- 0.079 2.13- 0.06
CAP 3.01- 2.33 1.29- 0.244

Eviews12. maliy aladinl Galll dael o 1 jaadll

orail) JaY) 3 cOlalad) s 1(5) o) Jsas

Variable Coefficent Standard t-Statistics Prob.
C 0.0141- 0.0011 11.96- 0.0000
D(UNEM) 0.6358- 0.1224 5.19- 0.0020
D(UNEM (-1)) 0.4241- 0.0978 4.33- 0.0049
D(POP) 3.001- 1.081 2.78- 0.031
D(INF) 0.187- 0.023 7.96- 0.0002
D(INF(-1)) 0.103- 0.021 4.91- 0.0027
D(GDP) 2.855 0.592 4.82 0.0029
D(GDP(-1)) 6.88- 0.807 8.52- 0.0001
D(FDI) 0.233 0.025 8.97 0.0001
D(FDI(-1)) 0.174- 0.034 5.08- 0.0023
D(EDU) 0.168- 0.044 3.81- 0.0089
D(EDU(-1)) 0.196- 0.046 4.23- 0.0055
D(CAP) 3.01- 0.609 4.95- 0.0026
D(CAP(-1)) 7.05 0.831 8.48 0.0001
ECM 0.347- 0.023 14.71- 0.0000

Eviews12. maliy alaaiul Gaalll dlae) (e 1 jraall
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statistics Estimated value Prob.
Augmented Dickey-Fuller &3 galll 8 52 JLI) 8.049433- 0.0000
Normality Test (Jarque Bera) 1.440901 0.486533
CUSUM STABLE
CUSUMSQ STABLE

Eviews12 maliy alaaiuh Galll dae) e 2 juaall
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CUSUM lasiuls ISul) i) leal :(2) J<a

2015 2016 2017 2018 2019 2020

— CuUsUM 5% Significance

Eviews12 malin aladinls Galll dael o 1 jradll

CUSUMSQ dlasiuly ISl Jhia) laal 1(3) s

2015 2016 2017 2018 2019 2020

CUSUM of Squares 5% Significance

Eviews12 maliy shaaiul Galll dlae) (e 1 juadll
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