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Abstract

Income inequality is one of the main issues that affect various economic aspects
of countries. Therefore, the current research was conducted to investigate the
factors affecting income inequality with an emphasis on the ease of doing
business index. For this purpose, 11-year panel data, from 2010 to 2020, from 16
selected countries of the MENA region were collected from the United Nations
and World Bank database and estimated using the Fully Modified Ordinary Least
Squares (FMOLS) panel method. The results obtained from the estimation of the
model show that the ease of doing business index had a negative and significant
impact on 19% of income inequality; this means that the mentioned variables lead
to a more equal distribution of income among people. The relationship between
inflation, educational inequality, and unemployment with income inequality has
been estimated to be positive and significant, which means that the
aforementioned variables have led to the distribution of income inequality among
people. Additionally, the findings show a positive and significant effect between
public expenditure of the government and per capita GDP with income inequality.
Countries should provide suitable platforms and infrastructures to improve the
business environment and easier access for all members of society to suitable
jobs with sufficient salaries so that income inequality can be reduced by
increasing the purchasing power of the weak sections of society.
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1. Introduction

Income inequality, which negatively
affects people's living standards, is a
multifaceted issue that has deep roots in
most Asian and African countries. The
issue of inequality has been a key issue in
international development in the last few
decades. Since the 1970s, extensive
literature has emerged documenting the

adverse effects of inequality on
socioeconomic  outcomes, including
investment and economic  growth,

poverty, health and well-being, crime,
conflict, and social cohesion (Gravel and
Sutton, 2009; Wilkinson and Pickett, 2009;
Stieglitz, 2013 and Ostry et al., 2014).
Furthermore, all societies have a basic and
inherent concern for equality and justice,
and high levels of inequality often conflict
with these notions, for example, when
opportunities or life chances are
significantly different between groups
based on gender, wealth inherited,
ethnicity, or other birth events define
groups differently. In addition, the role of
subjective well-being is vital in measuring
the positive impact of income on
subjective well-being. By unlimitedly
increasing subjective well-being, the
governments cannot indefinitely increase
the amount of positive impact of income
on subjective well-being. Therefore, to
increase subjective well-being, it is better
to consider the effect of other factors in
addition to income.

When talking about ease of doing
business (EDB), it is important to keep in
mind that this concept refers to the day-
to-day activities of companies as well as
the facilities or obstacles they face in
complying with national or local
government regulations. The term "ease of
doing business" is analyzed in depth by

researchers such as the International
Monetary Fund and the World Bank, and is
also mentioned in many journal articles by
various authors. A country that provides
an easy framework for doing day-to-day
business will receive more foreign
investments and create new jobs that will
help reduce poverty (Mongay, 2018) and
thus reduce income inequality in the
weaker sections of society.

2. Methods

This study examines the effect of the ease
of doing business index on income
inequality using data from selected
countries of the MENA region
(Afghanistan, Algeria, Djibouti, Egypt, Iran,
Iraq, Jordan, Lebanon, Malta, Morocco,
Oman, Tunisia, West Bank of the Jordan
River and Gaza, Yemen, Pakistan, and
Turkey). The research hypothesis is that
ease of doing business reduces income
inequality. In this regard, the long-term
relationship between model variables was
first investigated with the help of Pedroni's
(2001) cointegration test. The model was
then estimated using the fully modified
ordinary least squares (FMOLS) method
due to its unique properties such as high
consistency, asymptotic normality, and
unbiasedness.

3. Results

The results of the model estimation show
that the ease of doing business, general
government expenses, and per capita GDP
have a significantly reducing effect on
income inequality in the studied countries,
which means that these variables have led
to a more equal distribution of income
among people. Moreover, another
empirical finding is that inflation, gender
inequality, and unemployment all
significantly increase income inequality in
MENA countries.
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4. conclusion:

Considering the negative effect of the ease
of doing business on income inequality,
the selected countries of the Middle East
and North Africa should provide suitable
platforms and infrastructure to improve
the business environment and easier
access for all members of the society to
suitable jobs with sufficient salaries so that
they can reduce income inequality by
increasing the purchasing power of the
weaker sections of the society. It is also
better for governments to amend budget
laws in such a way that more resources are
provided to reduce inequalities, especially
income inequality.
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