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 Abstract 
 

 

 

Mexico is a sending region with the biggest number of outbound 

migrants in the world. According to the World Bank, total remittance 

inflow to Mexico reached 40,607 million USD in 2020. This study 

examines the impact of remittances on the inequality of Mexico 

using state-level data. First, I present empirical evidence based on 

a panel dataset of 32 states of Mexico from 2008 to 2018 to 

suggest that remittances reduce the inequality within migrant-

sending regions. Also, I try to disclose the poverty-reducing 

mechanism of remittances through another set of panel data 

analysis. I find that higher remittance per capita is correlated to 

lower Gini coefficient and lower poverty rate. Also, the inequality-

reducing effect and the poverty-reducing effect of remittances are 

even stronger as a state receives more remittances per capita. I 

conclude that the inequality of sending regions is reduced as the 

poorest class gets out of the state of poverty through remittances. 

 

Keywords : Migration; Remittances; Inequality; Poverty; Mexico; 

Sending region 

Student Number : 2018-26803 
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Chapter 1. Introduction 

 

As of 2020, the number of international migrants amounts to 272 

million globally. Among many migrant-sending regions in the world, 

Mexico is a country with the biggest number of outbound migrants. 

More than 11% of the country’s population live abroad (IOM, 

2019). 

What makes the country the most distinctive sending region 

around the globe is not only the number of migrants, but also the 

volume of remittances. Remittances are the money that 

transnational migrants send from abroad to their home countries. 

According to the World Bank data, Mexico’s annual inflow of 

remittance in 2020 amounts to USD 40,607 million. In terms of the 

volume of remittances, Mexico marks the third among remittance-

recipient countries, exceeded only by India and China. At a national 

level, remittances to Mexico constitute a huge source of Gross 

Domestic Product (GDP) of the country. The remittances to Mexico 

in the same year was equivalent to about 3.8% of the country’s 

GDP. This proportion is increasing slowly but steadily. The volume 

underlines the country’s dependence on migrant remittances, 
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The country is hoping to fully make use of its transnational 

connections. In December 2018, the new government of Mexico led 

by Andrés Manuel López-Obrador (AMLO) published a document 

titled “The new migration policy of the Government of Mexico, 

2018-24.①" It shows that the Mexican government acknowledges 

remittances as a key source of development and the administration 

intends to sustain a close tie with migrants. 

There is a vast literature on remittances showing that they 

promote the economic growth of recipient countries. Mexico is no 

exception. It is not surprising that there exists a concrete literature 

that supports the development-leading aspects of remittances in 

the Mexican context. 

However, while the development-leading effects of 

remittances have been well-documented, their impacts on the 

inequality of sending regions are less clear. Although there have 

been some case studies of smaller regions in Mexico, such as rural 

regions (Taylor et al., 2005; 주종택, 2019), or the state of Oaxaca 

 
① The document promotes a shared responsibility approach; safe, orderly 

and regular migration; addressing irregular migration; strengthening 

migration institutions; protecting Mexicans abroad; integration and 

reintegration; and encouraging sustainable development in the communities 

of origin (International Migration Outlook 2021). 
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(Trujillo et al., 2014), however, the correlational aspects of 

inequality and remittance have been less studied and geographically 

limited. Moreover, it is hard to find any empirical study that 

includes the whole country as its field of interest in a long term. 

In this research, I study the impact of remittances on the 

inequality in Mexico using state-level data from INEGI (Instituto 

Nacional de Estadística y Geografía), CONEVAL (Consejo Nacional 

de Evaluación de la Política de Desarrollo Social), and the Bank of 

Mexico. First of all, I constructure two panel regression models. 

With the first model, I present empirical evidence based on a panel 

dataset of 32 Mexican states during the year of 2008 to 2018 to 

suggest that remittances reduce the inequality of the sending region. 

With the second model, I try to provide a poverty-reducing 

mechanism of remittances and observe some key characteristics of 

outbound migrants of Mexico. Throughout the empirical analysis, 

the level of inequality is represented by the Gini coefficient. I use 

the Gini coefficient, remittance per capita, and poverty rate as key 

variables of this study.  

This research contributes to the existing literature by 

explaining the inequality-reducing mechanism of remittances with 

empirical evidence. Through this study and further research, I am 
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expecting to show that migrant remittances reduce the inequality of 

the sending region in Mexican context. 

This paper is structured as follows. The second chapter 

provides an overview of the existing literature on remittances and 

the inequality in a Mexican context. The third chapter will introduce 

the empirical model and the estimation of results. The fourth 

chapter presents the empirical results and provides interpretations. 

The last chapter concludes this paper. 
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Chapter 2. Literature Review 

 

2.1. Migration and Migrants in Mexican context 

 

Migrant remittances refer to the money sent by transnational 

migrants to their home countries. The sending regions ②  (or 

‘origins’, ‘home countries’) therefore become the recipients of 

remittances. 

 

2.1.1. A Brief History of Mexican Migration to Overseas 

The history of official overseas migration in Mexico started in 1848. 

When the Treaty of Guadalupe-Hidalgo had fixed the national 

border between Mexico and the United States, Mexican laborers 

started to temporarily migrate to the United States as seasonal 

workers. 

Through the Bracero Program from 1943 to 1964, about 4.5 

 
② Among many terminologies that refer to the ‘origin’ of transnational 

migrants, this paper will use the term ‘sending region’, in order to 

emphasize the interactive dynamics of migrants and remittances travelling 

between sending regions and destinations. 
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million Mexican laborers were officially invited to the United States. 

The program was promoted in order to complement the loss of 

labor in the United States during the Second World War. 

After the 1982 debt crisis in Mexico, the outflow of 

migration became stronger. Figure 1 shows that the number of 

Mexican emigrants worldwide increased by 2 million within a 

decade (2.4 million in 1980 to 4.4 million in 1990). The number of 

emigrants from the North American country has been increasing in 

general, growing about 1,830 % since 1960, as shown in Figure 1. 

 

Figure 1. Number of Mexican Emigrants Worldwide (1960-2020) 

 

Source: Graph created by the author based on data from UNHCR. 
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Recently, Mexico has become the biggest transit state in 

Latin America. Migrants including asylum seekers are entering 

Mexico in order to migrate to other countries, mostly to the United 

States. This new phenomenon is attributed to the political and 

economic instability of countries in Central and South America. 

Although this is an interesting phenomenon that deserves attention, 

however, I am not planning to discuss it any further as it exceeds 

the scope of interest of this study. 

 

2.1.2. Stylized Facts about Mexican Migrants 

As of 2020, Mexico is the second largest country of birth of 

international migrants globally. It is not surprising that more than 

11% of the country’s population live abroad while maintaining 

transnational ties between sending regions and destinations (UN 

DESA, 2020). 

The biggest destination of outbound Mexicans is the United 

States. The United States hosts nearly 97% of Mexicans living 

abroad. Figure 2 presents the number of immigrants in the United 

States who came from Mexico from 1950 to 2018. During this time 

period, the number of Mexican immigrants to the United States has 
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skyrocketed from 0.5 million in 1950 to 11.2 million in 2018. 

 

One of the key characteristics of Mexican migrants that will 

be discussed in this paper is that they have relatively low 

educational attainment (Pew Research Center, 2020) compared to 

other sending regions. Mexicans who migrate overseas are likely to 

have lower educational attainment compared to migrants from South 

America. Figure 3 shows that among foreign-born U.S. immigrants, 

Figure 2. Number of Immigrants in the United States Who Came 

from Mexico (1950-2018) 

 

Source: Graph created by the author based on data from CONAPO 

(Consejo Nacional de Población de México) 
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Mexicans have the lowest educational attainment. The proportion of 

people with bachelor’s degree or more was merely 7%, which is the 

lowest among all regions. This implies that Mexican migrants to the 

United States have a propensity to belong to lower social classes. 

Low educational level also means that each migrant possess weak 

social assets when they migrate. 

 

2.2. Remittances, development, and inequality 

2.2.1. Remittances and the Development of Sending Regions 

The remittances have been widely acknowledged as a key driving 

force of growth and development of their recipients. Multiple 

studies on remittances show that they can promote economic 

growth through two main channels (Chowdhury, 2016; Loxley and 

Sackey, 2008; Ziesemer, 2006). One way is through promoting 

consumption expenditures. Remittances increase the disposable 

income of families and promote consumption expenditures in 

sending regions, which will lead to a higher demand for goods and 

services in the economy (Chowdhury, 2016). This may benefit 

various local industries through the so-called multiplier effect  
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(Stahl and Habib, 1989; Taylor and Dyer, 2009). The other way is 

through investments. Remittances promote economic development 

by expanding productive investments, and this is often encouraged 

Figure 3. Educational Attainment among U.S. Immigrants (2018) 

 

Source: Pew Research Center, 2020. ‘Key findings about U.S. 

immigrants’. 
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by the governments of sending regions (Goldring, 2002; Saxenian, 

2006; Iskander, 2010). For instance, Mexico encourages its 

migrants’ collective investment in community infrastructure projects 

(Fernández de Castro, García Zamora, and Vila Freyer, 2006; 

Michael Peter Smith and Bakker, 2008; Iskander, 2010; Portes and 

Zhou, 2012). 

Yet, some findings may deny the positive impact of 

remittances on growth or local development. According to the 

permanent income hypothesis of Milton Friedman (Chowdhury, 

2016; Friedman, 1956), the tendency to save from remittances is 

much larger than other sources of family income. This is because 

consumption is influenced by the expected long-term average (or 

permanent) income. According to this theory, if remittances are 

acknowledged by households as transitory income, neither will they 

result in an increased spending, nor the multiplier effect because 

the households will save the increased income from remittances. 

Nevertheless, there is a general consensus and vast 

literature supporting the beneficial role of remittances to the 

development of sending regions. 
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2.2.2. Remittances and the Inequality of Sending Regions 

While there are countless studies on the impact of remittances to 

the development of sending regions and an overall agreement on the 

development-leading roles of remittances, the discussion about the 

impact of remittances on inequality has not reached a consensus yet. 

There are some studies that examine the relationship 

between remittances and inequality at various fields of interest. For 

instance, Wu and Li (2020) examined the effects of domestic 

urban-rural remittances on wage inequality in rural China. They 

found that remittances could help ease the wage inequalities 

between the urban and rural area in a small open economy. Bang et 

al. (2016) employed an instrumental variable quantile regression 

model to test the impact of remittances on income inequality in 

Kenya. The paper concludes that remittances improve both poverty 

and the distribution of income. Azizi (2019) investigates the impact 

of workers’ remittances on poverty and inequality with the data of 

103 developing countries from 1990 to 2014. This study concludes 

that remittances decrease the poverty and inequality in developing 

countries. 

Also, there are some case studies based on smaller regions 
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in Mexico, such as rural regions (Taylor, 1992; Taylor et al., 2005; 

Galvarez-Soriano, 2020), and state of Oaxaca③  (Trujillo et al., 

2014). Taylor (1992) conducted a study based on the sample of 

Mexican household farms. The research finds that migrant 

remittances have both indirect short-term effects and long-term 

asset-accumulation effects on the level and distribution of 

household-farm income in migrant-sending areas. Taylor et al.  

(2005) utilized data from the Mexico National Rural Household 

Survey and studied the impact of remittances on rural inequality and 

poverty. They found that remittances become more equalizing, as 

well as more effective at reducing poverty, as the prevalence of 

migration increases. Galvarez-Soriano (2020) found that 1% 

increase of the remittance inflow increases the inequality level by 

1.9% in Mexican rural regions. Trujillo et al. (2014) conducted a 

survey in the municipality of Santa Inés Yatzeche④ in the State of 

Oaxaca. This research calculated the Gini and Foster-Greer-

Thorbecke (FCT) coefficient for total income and concluded that an 

increase of remittances reduces the Gini coefficient. 

 
③ Oaxaca is one of the 32 states of Mexico. The state is in the 

Southwestern Mexico.  
④ Santa Inés Yatzeche is a town Oaxaca. It has 908 inhabitants as of 2020. 

(Source: DataMexico) 
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Koczan and Loyola (2018) examined the impact of 

remittances on inequality of Mexico using household-level 

information. Their research specifically focuses on the times of 

external shocks (pre-and post- Global Financial Crisis) They 

conclude that remittances lower inequality with their insurance 

effects, meaning that remittances mitigate some of the negative 

impacts of shocks on the poorest population. However, it is hard to 

find any quantitative study that includes the whole country as its 

field of interest within a longer period of time. 

 

2.2.3. Migration and the Social Backgrounds of Migrants 

 With regards to the social origins of migrants, vast literature 

argues that the migrant population in Mexico possess poor socio-

economic backgrounds. Niimi and Ozden (2008) compare the 

migrants from two groups of sending regions: Central America 

including Mexico and South America. According to their research, it 

is obvious that the migrants from Central America tend to have 

lower-than-average educational attainments, whereas the migrants 

from South America are probable to have higher-than-average 

educational attainments. In sum, it is possible to say that Mexican 



 

15 

 

migrants are from lower socio-economic classes of sending regions 

considering that the education attainments represent the available 

resources and social status of migrant families. 

This paper sheds light on the impact of workers ’ 

remittances on the inequality of remittance-receiving regions. This 

research places state⑤ as the unit of analysis. The data is retrieved 

based on the state level, and all 32 states in Mexico are included as 

the field of interest. This research may contribute to the existing 

literature by explaining the inequality-reducing mechanism of 

remittances and the relevant factors with empirical evidence. Also, 

it is meaningful that this study extends the scope of research to a 

country level and conducts long-term research. Through this study 

and further research, I am expecting to show that migrant 

remittances reduce the poverty and inequality of Mexican states. 

 
⑤ Mexico has 32 states (including Mexico City) and 2,454 municipalities as 

of 2021.  
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Chapter 3. Empirical Model 

 

3.1. The Models 

There are two empirical models in this study. The first model 

(Model 1) places inequality (GINI) as its dependent variable. 

Throughout the research, inequality is proxied by the Gini 

coefficient.⑥ The independent variable of Model 1 is the natural 

logarithm of remittance per capita (lnRemPC). The control variables 

are the natural logarithm of state GDP (lnGDP), natural logarithm of 

GDP per capita (lnGDPPC), and natural logarithm of the share (%) 

of primary activities out of state GDP (lnPrimSH). Therefore, the 

model is shown as below: 

On the right side of the equation, all variables are log-

transformed for better comparability with the Gini coefficient. 

 
⑥ Gini coefficient signifies the level of income inequality within each state. 

(Model 1) 

 

 

 

t = 2008, 2010, 2012, 2014, 2016, and 2018 (6 years, biannual) 

i = Aguascalientes, Baja California, …, Zacatecas (32 states) 
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On the other hand, the second model (Model 2) places 

poverty rate (POVR) as its dependent variable. The independent 

variable of Model 2 is the natural logarithm of remittance per capita 

(lnRemPC). The control variables are the natural logarithm of state 

GDP (lnGDP), natural logarithm of GDP per capita (lnGDPPC), and 

natural logarithm of the share (%) of secondary activities out of 

state GDP (lnSecondSH). Therefore, the model is shown as below: 

On the right side of the equation, all variables are log-

transformed for better comparability with the Gini coefficient. 

  Each model has different objectives. With Model 1, I intend 

to disclose the correlative relationship between the inequality and 

remittances. With Model 2, I hope to interpret the poverty-reducing 

mechanism of remittances. With the two models combined, I will 

suggest the inequality-reducing mechanism of remittances. 

 

(Model 2) 

 

 

 

t = 2008, 2010, 2012, 2014, 2016, and 2018 (6 years, biannual) 

i = Aguascalientes, Baja California, …, Zacatecas (32 states) 
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3.2. The Data 

In this study, the inequality is proxied by the Gini coefficient. A 

higher value of Gini coefficient represents a higher level of 

inequality. Although there are other measurements of inequality 

such as the Theil index or the Atkinson measures, Gini coefficient 

was the only inequality measure that is available on a state level at 

the time of this research⑦. CONEVAL provides the data during the 

years of 2008 to 2018 biannually. 

 The independent variable of Model 1 is the natural logarithm 

of remittance per capita (lnRemPC). ‘Amount of remittances’ 

data was retrieved from the Bank of Mexico, while the ‘state 

population’ data was retrieved from INEGI. By dividing the former 

by the latter, I calculated ‘remittances per capita.’ I use the 

natural logarithm value of remittance per capita in order to avoid the 

 
⑦ The data utilized in this research was collected in the year of 2021. Some 

measures of inequality other than Gini coefficient are: (1) the shares of 

aggregate household income by quintiles, (2) the ratio of income percentiles, 

(3) the Theil index, (4) the mean logarithmic deviation of income (MLD), and 

(5) the Atkinson measures. The Theil index and the MLD are similar to the 

Gini coefficient in that they are single statistics that summarize the 

dispersion of income across the entire income distribution. The Atkinson 

measures are different in that they can be used to determine which end of 

the income distribution contributed most to inequality. In some cases, 

although based on a same set of data, different ways of inequality 

measurements may lead to diverging ways of interpretation. 
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potentially disproportionate impact of states receiving large 

amounts of remittances. 

 The independent variable of Model 2 is the poverty rate 

(POVR). CONEVAL provides the state-level poverty rate data. 

The first control variable is the natural logarithm of state 

GDP (lnGDP). ‘State GDP’ data was retrieved from OECD dataset 

(regional GDP). The natural logarithm value of state GDP is utilized 

in order to control the disproportionate impact of states with 

exceptionally high GDP. 

Another control variable is the natural logarithm of GDP per 

capita (lnGDPPC). I calculated per capita GDP by dividing the 

‘state GDP’ by ‘state population.’ The natural logarithm value 

of GDP per capita is utilized to revise the potential distortion of 

results. 

The last control variable is the natural logarithm of the share 

(%) of primary activities out of state GDP (lnPrimSH). Here, the 

natural logarithm value was utilized in order to maintain the 

consistency with other variables. Table 1 presents the descriptive 

summary statistics of the variables. 
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Table 1. Summary Statistics 

Variable Obs. Mean Std. Dev. Min Max 

Gini coefficient 192 0.472 0.037 0.373 0.578 

lnRemPC 192 -1.678 0.680 -3.034 -0.171 

lnGDP 192 10.765 0.796 9.264  12.875 

lnGDPPC 192 2.825 0.511 1.902 4.986 

lnPrimSH 192 1.193 1.070 -3.263 2.568 

lnSecondSH 192 3.448 0.417 2.267 4.519 

POVR 192 43.394 14.011 14.246 78.483 
 

 

3.3. Methodology 

First, scatter plots of each state (y: Gini coefficient, x: remittances) 

are created in order to see the overall tendency and estimate the 

results. The results will be shown in Figure 4 of Chapter 4. Then, a 

fixed effect model approach is taken with two panel datasets. Panel 

regression results will be presented in Chapter 4.  
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Chapter 4. Empirical Results 

 

4.1. Estimation of Results 

Firstly, in order to estimate the results, I draw scatter plots of each 

state using the two key variables (y: Gini coefficient, x: the amount 

of remittances) of this study. By constructing the scatter plots, I 

intend to observe the overall tendency within each state and 

estimate the results. Figure 4 shows the graphs of every state. 

Observing the best fit lines of each graph tells that Gini 

coefficients are negatively related to the amount remittances. 

According to Figure 4, 29 states out of 32 have an overall negative 

relationship between the two variables. In other words, as there is 

more remittance inflow to a state, the state has a greater likelihood 

of being more equal. 

The estimation based on these graphs is proper as they 

consider and control the individual-specific effects of parameters 

(states). 
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Figure 4. Remittances and Gini coefficient of each state (2008-2018) 

 

Source: Graph created by the author based on data from CONEVAL and the Bank of Mexico 
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4.2. Fixed Effect Model Estimations 

In order to empirically examine the impact of remittances on state 

inequality, I construct two sets of regression models with a panel 

dataset of 32 states for the year of 2008-2018 with fixed effects 

estimation methods. This sample is appropriate as it is utilizing the 

most recent data that is accessible at the time of this research⑧. 

With regards to the appropriateness of the Fixed Effect 

Model, I conducted the Wu-Hausman Test to solve the specification 

problem. As a result, the hypothesis was rejected (p-value<0.05). 

Therefore, this study utilizes the Fixed Effect Model instead of 

Random Effect Model. 

One benefit of utilizing the Fixed Effect Model is that this 

model can minimize the omitted variable bias in empirical studies. 

This means that the model can control the timeless attributes of 

each parameter. This is especially important in this research as this 

research focuses on state-level analyses. The estimation results 

are presented in Table 2 and Table 3. 

 

 
⑧ As of October 2021, the state-level Gini coefficient data was only 

available for the years from 2008 to 2018 (biannually) on CONEVAL. 
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Table 2. Fixed Effect Model Estimations (Model 1) 

Dependent variable: 

Gini coefficient 

(1) 

FEM 

(2) 

FEM 

(3) 

FEM 

(4) 

FEM 

lnRemPC -0.0308** 

(-2.76) 

-0.0313*** 

(-2.68) 

-0.0296* 

(-2.60) 

-0.106** 

(-3.08) 

lnGDP -0.245*** 

(-5.82) 

-0.248*** 

(-5.42) 

-0.237*** 

(-5.29) 

-0.260*** 

(-6.19) 

lnGDPPC 0.207*** 

(3.95) 

0.251*** 

(4.56) 

0.195*** 

(3.45) 

0.243*** 

(4.50) 

lnPrimSH -0.0700** 

(-3.07) 

 -0.0703** 

(-3.07) 

-0.0503* 

(-2.09) 

lnSecondSH  -0.0164 

(0.49) 

0.0182 

(0.56) 

 

lnRemPC*lnRemPC    -0.0207* 

(-2.31) 

Observations 192 192 192 192 

R-squared 0.3597 0.3222 0.3610 0.3810 

 

Note: Robust t-statistics in parentheses 

*p<0.05, **p<0.01, ***p<0.001 
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First, I estimate the impact of remittance per capita on Gini 

coefficient in column (1) in Table 2. The negative coefficient of 

lnRemPC suggests that sending states that receive more remittance 

per capita tend to have lower level of inequality. The coefficients of 

control variables show that GDP is negatively related to the Gini 

coefficient, while the GDP per capita is positively related to the Gini 

coefficient at a statistically significant level. 

In column (2), lnRemPC again has a negative coefficient. 

This suggests that higher remittance per capita has an inequality-

reducing effect within each state. Here, GDP is negatively 

correlated with the Gini coefficient. The coefficient of lnSecondSH 

does not have statistical significance. 

In column (3), lnRemPC is negatively correlated with the 

Gini coefficient. Here, two control variables, lnGDP and lnPrimSH 

are both negatively correlated with the Gini coefficient. However, 

lnGDPPC has a positive coefficient. lnSecondSH does not show 

statistical significance in this column. 

In column (4), lnRemPC, has a negative coefficient. Two 

control variables, lnGDP and lnPrimSH also have negative 

coefficients. On the other hand, lnGDPPC is positively correlated 
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with the Gini coefficient at a statistically significant level. In this 

column, I introduce the interaction term, lnRemPC*lnRemPC. The 

interactive term is negatively correlated with the dependent 

variable with statistical significance. The negative coefficient of the 

interactive term implies that the inequality-lowering effect of per 

capita remittance is greater as a state receives more per capita 

remittances.  

Overall, all variables except lnSecondSH possess statistical 

significance with consistency. The independent variable, lnRemPC 

is negatively related with the Gini coefficient in all regressions. 

This means that more remittance per capita will reduce the 

inequality within each sending region. It echoes multiple literature 

and their argument on the inequality-lowering role of remittances. 

For example, 주종택 (2009) states that remittance inflow to rural 

regions of Mexico play a huge role in improving the lives of the 

poor. Koczan and Loyola (2018) also found that remittances lower 

the inequality level in their case study of Mexico. The result of this 

panel regression is consistent with the existing literature on the 

role of remittances. Also, negative coefficient of the interaction 

term suggests that the equalizing effect of remittances is larger as 

there a is larger amount of remittance inflow to a sending region. 
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Table 3. Fixed Effect Model Estimations (Model 2) 

Dependent variable: 

POVR 

(1) 

FEM 

(2) 

FEM 

(3) 

FEM 

(4) 

FEM 

lnRemPC -6.463*** 

(-4.87) 

-7.204** 

(-5.47) 

-7.148*** 

(-5.41) 

-18.03*** 

(-4.69) 

lnGDP -13.89** 

(-2.77) 

-19.16*** 

(-3.71) 

-18.80*** 

(-3.62) 

-22.10*** 

(-4.30) 

lnGDPPC 3.504 

(0.56) 

12.34* 

(1.98) 

10.53 

(1.60) 

17.04** 

(2.72) 

lnPrimSH -2.415 

(-0.89) 

 

 

-2.278 

(-0.86) 

 

lnSecondSH  10.914 

(-2.87) 

-10.85** 

(-2.85) 

-13.57*** 

(-3.56) 

lnRemPC*lnRemPC    -2.958** 

(-2.99) 

Observations 192 192 192 192 

R-squared 0.3212 0.2957 0.2208 0.3597 

 

Note: Robust t-statistics in parentheses 

*p<0.05, **p<0.01, ***p<0.001 
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 The second set of panel regression (Model 2) places 

poverty rate (POVR) as the dependent variable. With this FEM 

estimation, I intend to observe the effects of remittances on the 

poverty rate. 

First, I estimate the impact of remittance per capita on 

POVR in column (1) of Table 3. The negative coefficient of 

lnRemPC suggests that sending states that receive more remittance 

per capita tend to have less proportion of population in poverty. The 

coefficients of control variables show that GDP is negatively related 

to POVR, while lnGDPPC and lnPrimSH do not possess statistical 

significance.  

In column (2), lnRemPC is negatively correlated to POVR. 

This suggests that higher remittance per capita has a poverty-

reducing effect within each state. Here, lnGDP is negatively 

correlated with POVR and lnGDPPC is positively correlated with 

POVR. However, the coefficient of lnSecondSH does not have 

statistical significance. 

In column (3), lnRemPC is negatively correlated with the 

POVR. In this case, two control variables, lnGDPPC and lnPrimSH, 

do not possess statistical significance. However, lnGDP has a 
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negative coefficient at a statistically significant level. Also, 

lnSecondSH possess a negative coefficient with statistical 

significance. 

In column (4), lnRemPC is negatively correlated with the 

POVR. Two control variables, lnGDP and lnSecondSH, have negative 

coefficients with statistical significance. On the other hand, 

lnGDPPC is positively correlated with the Gini coefficient at a 

statistically significant level. In this column, I introduce the 

interaction term, lnRemPC*lnRemPC. The interactive term is 

negatively correlated with the dependent variable. The correlation 

implies that the poverty-reducing effect of per capita remittance is 

greater as a state receives more per capita remittance.  

Overall, all variables except lnPrimSH possess statistical 

significance in Model 2. The independent variable, lnRemPC is 

negatively related with POVR in all regressions. This implies that 

more remittance per capita may reduce the poverty rate within each 

sending region. In other words, as a state receives more remittance 

per capita, more population gets out of the state of poverty. The 

result of this panel regression is consistent with the existing 

literature on the poverty-reducing role of remittances. Also, the 

negative coefficient of the interaction term suggests that the 
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poverty-reducing effect of remittance is greater as there is a 

larger amount of remittance per capita inflow to a sending region. 

Given the estimation results, higher remittance per capita is 

correlated with lower inequality and lower poverty rate. Moreover, 

in both models, the inequality-reducing effect and poverty-

lowering effect of remittances are even stronger as a state receives 

more remittance per capita. Based on the regression analyses, I 

propose the inequality-reducing mechanism of remittances. Among 

the populations of sending regions, the poorest population and their 

families migrate overseas and send remittances back to Mexico. 

Therefore, the poorest class gets out of the state of poverty and 

the poverty rate is reduced. As a result, remittances reduce the 

inequality of sending regions and make the regions more equal. 
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Chapter 5. Conclusion 

This study tried to test whether remittances reduce the inequality 

and poverty within 32 states of Mexico. I conducted empirical 

analyses using STATA with the Gini coefficient and remittance per 

capita as key variables. 

I found that higher remittance per capita is correlated with 

lower inequality and lower poverty rate. The inequality-reducing 

effect and poverty-lowering effect of remittances are even 

stronger as a state receives more remittance per capita. Based on 

the estimation results, it is assumable that migrant population are 

from the poorest socio-economic classes with insufficient 

resources. The fact that Mexican emigrants possess lower-than-

average educational attainment supports this argument. In sum, the 

poorest population and their families of Mexico migrate overseas. 

They send remittances back to Mexico, and the poorest class gets 

out of the state of poverty. As the poverty rate is reduced and the 

social disparity is decreased, the sending regions become more 

equal. It is possible to say that the remittances can expand the 

social inclusiveness in the long term. 

It is worth mentioning that this research focused on the 
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improvement of inequality within each state. Through this fixed 

effect model, I was able to conduct the study while controlling the 

omitted variable bias and respecting state-specific characteristics. 

Moreover, based on the results of my study it is presumable that 

the lowered inequality within states may also lower the inequality 

between states. However, the data shows that the overall 

correlation is different. Among the top 10 states with the largest 

volume of remittances, 8 states have higher poverty rates than the 

national average. To test this, it will be meaningful to examine the 

growth rates of each state and test if they are relevant to the 

poverty rate, level of inequality, and inflow of remittances. I will 

leave this for further studies as it exceeds the scope of this 

research. 

The limitations of this research are mainly attributed to the 

inaccuracy of data. For instance, many researchers point out the 

difficulty of calculating the number of undocumented migrants and 

the volume of unofficial remittances. Specifically, computing 

migration flows between Mexico and the United States is demanding 

when the undocumented migrant population is always varying. 
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국문초록 

 

2020년을 기준으로 멕시코는 전 세계에서 인도와 중국 다음으

로 이주송금액이 큰 국가이다. 멕시코 국내적으로 이주송금은 국가 재정

의 중요한 구성요소이기도 하다. 일반적으로 이주송금은 송출 지역의 개

발에 유용한 자원이 된다고 알려져 있으며, 이주송금이 송출 지역의 경

제적 성장을 뒷받침한다는 연구 결과는 다수 존재한다. 하지만, 이주송

금이 송출 지역의 불평등 개선에 미치는 영향력에 관한 실증적 연구는 

충분하지 않다. 

이러한 문제의식을 바탕으로 본 논문은 멕시코 국립통계지리연

구소 (INEGI)과 국립사회발전정책평가위원회 (CONEVAL)의 주(州)의 

수준 (state-level) 패널 데이터를 활용하여 이주송금이 불평등에 미치

는 영향을 탐구하였다. 그 결과, 2008년부터 2018년까지 멕시코 32개 

주의 패널 데이터를 활용하여 멕시코 내에서 이주송금과 불평등 간의 관

계에 대한 실증적인 증거를 찾을 수 있었다. 또한, 실증 데이터 분석을 

통해 이주송금이 불평등과 빈곤을 해소하는 매커니즘을 제시하고자 하였

다. 

 패널 데이터 분석 결과, 높은 1인당 이주송금액은 지니계수 및 

빈곤율과 부적 상관관계를 보였다. 그리고, 1인당 이주송금액이 높은 주

일수록 불평등과 빈곤 개선의 효과가 강하게 나타났다. 한편 통제변수 

중 주별 GDP에서 1차산업이 차지하는 비중은 불평등과 음의 상관관계

를, 그리고 주별 GDP에서 2차산업이 차지하는 비중은 빈곤율과 음의 

상관관계를 보였다. 요컨대, 이주송금액의 증가는 가장 가난한 계층을 

빈곤 상태에서 벗어나게 함으로써 멕시코 각 주 내의 불평등을 개선하는 

데에 기여한다는 것이 본 연구를 통해 입증되었다. 

 

주요어: 이주, 이주송금, 불평등, 빈곤, 멕시코, 송출 지역 

학  번: 2018-26803 
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