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ABSTRACT:
The changing world economic order has been shifting in
favour of the third world countries and India is poised to
edge past the USA by 2040 to become the world’s
second largest economy in terms of purchasing power
parity. The SAP under the belt of the IMF has succeeded
in promoting globalization across the world which is
having a direct positive bearing on Human development
Indicators. The present study considers the impact of
financial globalization on human development, across
India, Japan and Singapore which have similar stylized
features and have gone through the IMF SAP in recent
past. 
Keywords: Financial Globalization, Human
Development, Regression Analysis, t Test

RESUMEN:
El cambiante orden económico mundial ha ido
cambiando a favor de los países del tercer mundo e
India está lista para superar a los EE. UU. Para 2040 y
convertirse en la segunda economía más grande del
mundo en términos de paridad de poder adquisitivo. El
SAP bajo el cinturón del FMI ha logrado promover la
globalización en todo el mundo, lo que está teniendo
una influencia positiva directa en los Indicadores de
desarrollo humano. El presente estudio considera el
impacto de la globalización financiera en el desarrollo
humano, en India, Japón y Singapur, que tienen
características estilizadas similares y han pasado por el
SAP del FMI en el pasado reciente. 
Palabras clave: globalización financiera, desarrollo
humano, análisis de regresión, prueba t
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Financial Globalization simply refers to the expansion of economic transactions across national
boundaries. It happens when in expectations of increased level of investments, foreign capital is
allowed in a country and it follows certain principles like; First, it has increased the capital
available to developing countries, which potentially enhances their ability to grow faster using
their own allocated resources; at the same time, it increasing the mobility of capital which can
also lead to greater volatility that is very costly for growth. Second, capital flow is unequally
distributed by region and country, thus skewing the patterns of growth. There is also an
unequal distribution of capital within countries by geographic area, sector wise, type of firm,
and social groups, creating a division between haves and haves not. Third, government
attempts to extract the benefits from the globalization of capital, while limiting the costs which
is possible than usually thought. In this context, it has been proved that the source of many
problems is local rather than global, and the experience of several countries indicates that
'Heterodox' policies can be followed. Finally change of policy at the global, regional, and
national levels could improve the picture just sketched out. (Corporate author, p35, NU. CEPAL.
División de Desarrollo Economic). Hence, Financial Globalization had become changed the real
phenomenon around the developed and developing countries only in the late nineties. Hence,
according to PwC, E7 economic countries comparing Brazil, china, India, Russia and Turkey
would grow at an annual average rate of almost 3.5% over the next 34 years, compared to just
1.6% for the advanced G7 nations of Canada, France, Germany, Italy, Japan, the UK and the
USA (TheTimes of India, Feb8, 2017). Based on this analysis, it was either as a precautionary
measure for achieving consistency in economic development or as a cure to financial crisis that
the liberalization process got adopted by the developing and emerging economies of the world.
Through financial globalization, the great leading international financial institutions like World
Bank and International Monetary Fund (IMF) have helped a lot for the financial empowerment
of developing countries for their survival, especially in India 1991 economic crisis. And like
India many other countries including Japan, Singapore and Mexico etc. also became
beneficiaries of IMF funds in order to recover from financial crisis and real financial growth.
Financial Globalization brought investible funds from the surplus to deficit regions of the world
promoting cross country integration. Through the movement of capital, goods and technology
the countries could develop in a holistic manner. Several socio-cultural human development
indicators like  Inflation, consumer prices, Final consumption expenditure, Life expectancy at
birth, Adolescent fertility rate, Birth rate, Death rate, Trade (% of GDP),  Mortality rate, infant
(per1,000 live births), Number of infant deaths, Exports of goods and services (% of GDP) got
upgraded because of Financial Globalization. This enhanced the quality of human resources and
it is extremely vital since the human resources constitute the ultimate basis for the wealth of
nations. Capital and natural resources are passive factors of production whereas human beings
are the active agents. They accumulate capital, exploit natural resources, build social, economic
and political organization, and carry forward national development. In a nutshell, the country
which is unable to develop the skills and knowledge of its people and utilize them effectively in
the national economy will not be able to develop anything (Harbison, 1973, p.3). The present
study has been conducted with the broad objective to measure the impact of financial
globalization and its impact on human development and consequently human resources. For
this purpose, India, Japan and Singapore have been taken as the sample countries. Results
from the tests of hypothesis and regression analysis using dummy variables of the proposed
study suggest that after Financial Globalization most of the selected human development
indicators in these countries have upgraded significantly.

2. Rationale of the Study
It is believed that the world could see growth of globalization in actual sense only since the
mid-1980s under the leadership of developed countries like UK and USA. It has helped cross
country flow of finance, trade and production for sustainable development of the different
economic indicators of the participating countries. In this connection, there are studies that
give necessary information that human-capital growth has positive impact on national output



and economic growth. Various indicators of human development i.e. gross total capital
formation, total stock of human capital and total government expenditure on education
significantly determine the economy’s output (Eigbiremolen, O.G., & Anaduaka. U. S., 2014).
Ohlin-Heckscher also emphasized that the US economy became developed by putting more
force in the human capital rather than physical capital. Development of human capital helps to
increase export and upgrade different economic indicators in the country (Gary S Becker,
1962). Globalization however has many dimensions like social, political and economic. It can
bring long-run equilibrium relationship between variables like Gross Domestic Product (GDP),
financial integration, human resource development and trade openness (Nwakanma, P.C. &
Ibe.E,R.C.,2014). The components of globalization are GDP, industrialization and the Human
Development Index (HDI). The GDP is the market value of all finished goods and services
produced within a country’s borders in a year and serves as a measure of a country’s overall
economic output. Industrialization is a process that is driven by technological innovation;
effectuate social change and economic development by transforming a country into a
modernized industrial or developed nation. And the Human Development Indicators (HDI) is the
normalized measure of life expectancy, education, literacy, standard of living, physician & GDP
per capita for countries worldwide. Hence, economic development being the main agenda
behind economic liberalization in any country, HDI becomes ideally the best way of representing
it. That is why in the present study some of the human development indicators have been
taken into account to assess the success of financial globalization in the sampled countries.

3. Review of Literature
As per United Nations Development Programme (UNDP), India was ranked 131 in the 2016
Human Development Index (HDI) among the 188 countries and got scored 0.624 which was
placed in medium human development category where as Norway was (0.949 score), Australia
(0.939) and Switzerland (0.939). In addition to the above, the SAARC countries likes; Sri Lanka
(73) and Maldives (105) were placed in “high human development” category, followed by India
(131), Bhutan (132), Bangladesh (139), Nepal (144), Pakistan (147) and Afghanistan (169). As
concerns of BRICS Countries, India ranks lowest among BRICS nations like Russia (49), Brazil
(79), China (90), South Africa (119) and India (131). India related facts: India’s HDI value
increased from 0.428 in 1990 to 0.624 in 2015. In this context, India related facts: India’s HDI
value increased from 0.428 in 1990 to 0.624 in 2015.
In this juncture, as per the report of the International development council suggested in its
report “growth building jobs and prosperity in developing countries” and said that growth of the
country helps people move out the poverty, transforms society, create jobs and subsequently it
can help a lot to drives human development. Qaisar, A., (2000) reiterated the theory of Adam
Smith that country growth is related to division of labor, but he did not link them clearly. After it
Thomas Malthus developed a formal model of a dynamic economic growth process in which he
argued that each country converge towards its stationary per capita income. As per this model,
death rates fall and fertility rate rises when income exceeds the equilibrium, and opposite occur
when incomes are less than that level. In this context, it has been explained that human capital
are paid more attention in the workplace. In the same line, it has been mention in his report on
economic growth and human development by Alejandro Ramirez (1997) that there is
correlation between economic growth and human development which are like two chains. One
is from economic growth to human development, the other, from human development to
economic growth. Especially, public expenditures on health, education, female participation in
the national streamline which determines the strength of the relationship between economic
growth and human development. On the other hand, the investment rate and income
distribution are significant links determining the strength of the relationship running from
development to economic growth.
Also it has been defined by the Amartya Sen (1977) in his paper “Human capital and Human
capability” that the conceptual meanings of Human Capital relates to skill, knowledge and



productivity and human capability helps the individuals to live the lives they choose and
increases the choices they have. He has also linked it to productivity and the ability to lead
better lives by putting emphasis on human capital instead of physical capital. According to
Lucas (1988) defined that a microeconomic model shows that investment on education for
workers significantly affect his/her productivity in the workplace. Along with the belief of
education for improving workers’ productivity, many researchers brought forward the
importance of education and training in the field of human capital (Griliches & Regev, 1995;
Rosen, 1999).
In this connection, Dr. Shasi Tharoor, (Former Education Minister, Govt of India and Member of
parliament) views that there are two types of power generally used by the country for
empowering the economy i.e. hard power and soft power. He cited example of the countries like
Switzerland and Singapore whose economic development became possible due to the soft
power that means spending money for the further development of intellectual and human
capital as per the requirements of the global markets. Hence, a country can focus on the
development of education, hospitals, skill enhancement, global university, GDP, per capital
income of the people and also the higher education. Consequently, it can help the up gradation
in human development indicators. On the other hand, hard power is one that always put
importance on the defense and rigid domestic policies that also prevent inflow of the capital
inside the country development. Here, we may take the example for North Korea; the hard
power has deteriorated the country’s economy backed by restrictions imposed by the United
Nations. Because of this the country is not able to import necessary and essential commodities
basis requirement of its people and the human development indicators are getting severely
affected. Also, here, we may say that due to financial globalization, it has been create big
difference between the real sector and financial sector growth. As a result, if any problems
occurred in the financial sector across the world, its impact directed affected the real sector
economy which negatively influences the human development indicators of the country.
In the same line of thought, A.K. Akabar, (Member of Parliament and journalist) says that for
there are four important principles of a modern economy i.e. democracy, equality of faith,
equality of gender and economic equality. These four pillars can only push overall development
of an economy in modern times. At this juncture, Nirvikar, S., & T. N. Srinivasan., 2002 stated
that financial sector reforms, infrastructure development, privatization, Tax reforms, Reform of
center-state fiscal transfer mechanisms, Local government reforms and Patterns of change in
regional inequality has become the real parameters of development in India. As per the Human
Development Report 2016 in Singapore, it has identifies that national policy is the key
strategies to ensure every human of the country will enable at least basic requirement for
related to the country human development so that it will protect the people interest.
Additionally, the study conducted by Daniel C. & William W. Olney, 2010 has conducted a case
study in USA on Globalization and Investment in Human Capital. The study found that the low-
skilled labor force faced severe competition due to immigration, off shoring, co-sourcing caused
by globalization. As a consequence, to increase the efficiency of human capital in the country,
USA govt. sanctioned huge investments for enhancing the workers efficiency through training
programs. In this juncture, as per the report OECD Economic Surveys (2015), two decade of
the Japan economy has been sluggish the growth and persistent deflation which have reduced
Japanese living standard below the OECD average. In addition to that it has been rising social
spending and in adequate revenues. Further, ageing population of the Japan is putting pressure
for public spending more. As a result, it is pushing while pushing down Japan’s potential growth
rate to around ¾ per cent.
As per Abenomics (refers the economic policy introduced by Japanese Prime Minister Shinzo
Abe.) bold monetary policy, flexible fiscal policy and the right growth strategy to revitalize the
economy and end deflation – had an immediate positive effect in 2013, as a result it is 
increasing female employment by expanding childcare, reforming aspects of the tax and social
security systems that reduce work incentives for second earners and breaking down labour



market dualism to reduce gender inequality. Further, set out a detailed and credible plan to
constrain government spending and raise revenues so as to achieve the target of a primary
surplus by FY 2020. In this context, it has been stated that any country who adopts the process
of financial globalization is likely be able to impact its human development indicators (Dash. S.
et. all. 2016). The regression results and the results from testing of hypothesis has empirically
proved it that globalization of finance has definitely an impact on human development. It is true
that financial globalization may not work uniformly in all the countries since the stylized
features of the economies differ from country to country.
In the India scenarios, it has been found that human barriers, institutional barriers and telecom
barriers are the real challenges on the path of financial inclusion (Verma, Y., & Garg, 2015).
Authors suggest redesigning of financial literacy program in the country for increasing the
understanding about financial globalization and its impact. Hence, from the review of these
literatures it is evident that there exists an impact of financial globalization on human
development.

4. Research Design:
Financial Globalization can help the developing countries to create new opportunities for
development of their essential HD indicators. Hence, many of the countries open their economy
for foreign investments directly or indirectly so that their basic infrastructure can be developed
and it could help for the country economic prosperity. Further, it can help to the development of
different indicators like increased standard of living, literacy rate, poverty eradication and
mortality rate of the (Angie Mohr, Demand Media, 2016). Today, a majority of world’s
population lives in cities and by the 2050 two-third of world population will reside in urban area
expecting to get better facilities and amenities. Because of it the developing countries like
India, Pakistan and Bangladesh are creating a hub of urban poverty who resides in slum
conditions (Journalists resource, 2014). Additionally, we can also consider the view of the
Economic Times (16th may,2017) that India and Japan will develop strategy for infrastructure
development especially to focus in south East Asia. It is viewed as pushback against china’s
unilateral infrastructure initiatives under the One Belt One Road (OBOR) connecting it with
Europe and Africa. As a result it will help easy for communications between the countries and
further enhance the HD indicators of the countries. In this Juncture, we have determined the
following objectives for the present study:

To find out whether there is any impact of Financial Globalisation on human development indicators
or not.
To find out whether Financial Globalisation has brought significant change in human development
indicators.

4.1. Sample Design
As discussed earlier, financial globalization in India has happened largely due to the
prescriptions of IMF and World Bank through the IMF structural adjustment programmes. That
is why in order to facilitate a cross country comparison of the analysis, it became necessary to
take countries with similar economic characteristics and the countries chosen for the present
study are India, Japan and Singapore. It is because Japan and Singapore have developed so
rapidly as compared to India  due to different reasons. Where as in the present situation, India
has invited to Japan for Infrastructure development with a strategic partner in regional stability
especially to prevent China. In the same line, the relations of India and Singapore have been
constantly increasing in different economic activities since 1991 like Export, Import and FDI. In
addition to that it has been discovered from the review of extant literature that one of the main
objectives of financial globalization is to allow free flow of capital so that it will well establish
economic equality for further development of the countries’ HD indicators. The human
development of any economy is ideally assessed through the following important indicators i.e.



population in the largest city (% of urban population), Life expectancy at birth, household final
consumption expenditure, etc. (current US$), fertility rate, total (births per woman), Adolescent
fertility rate (births per 1,000 women ages 15-19), Birth rate, crude (per 1,000 people), Death
rate, crude (per 1,000 people), Trade (% of GDP), Mortality rate, infant (per 1,000 live births), 
Number of infant deaths, Exports of goods and services (% of GDP). The data on these
indicators has been taken from www.worldbank.org.

4.2. Period of Study
Financial globalization in a real sense has started around the beginning of 1990s in India and
subsequently real economic reforms started in Japan and Singapore since 1991 onwards. On
the basis of this fact we have taken 1991 as the year of demarcating a pre globalization and a
post globalization period. We have taken 1969 to 1991, the pre-globalization period and 1991
to 2014, the post-globalization period. Whereas, in the Singapore, we have taken 1962 to
1989, pre globalization period and 1989 to 2014 the post-globalization period

4.3. Techniques of Data Analysis
 The first objective of this study is to find out whether there is an impact of financial
globalization on human development indicators or not and in order to fulfill this objective, we
have made a regression analysis. Secondly, the other objective of this study is to find out
whether financial globalization has brought significant change in human development indicators
and in order to fulfill this objective, we have conducted hypothesis testing by using students’t
test.

4.3.1. Regression Analysis
 A statistical measure that attempts to determine the strength of relationship between a
dependent variable (usually denoted by Y) & a series of other changing variables (known as
independent variables) is known as regression analysis. The two basic types of regressions are
linear regression which is confined to two variables & multiple regressions which studies more
than two variables at a time. The equation for this forecast is: Y= Dependent variable where as
X= Independent variable which is calculated by determining coefficient of intercept & coefficient
of x variable through regression analysis. Here we have taken financial globalization
represented by dummy variables as the independent variable and the values of selected human
development indicators as the dependent variable. The dummy zero (0) represents that there is
no financial globalization which is applicable for the period from 1969 to1991, where as dummy
one (1) represents that there is financial globalization which is applicable for the period from
1992-2014 in the selected three countries. After denoting the periods by appropriate dummy
values the regression model has been run. For the regression analysis using dummy variables,
MS Excel has been used.

4.3.2. Student’s t test
We have used the famous student’s t test of paired two samples for means in order to compare
the pre-globalization and post-globalization periods. In simple terms, the t-test compares the
actual difference between two means in relation to variation in the data. The test statistic in the
t-test is known as the t-statistic. The t-test looks at the t-statistic, t-distribution & degrees of
freedom to determine a p value that can be used to determine whether the population means
differ. Here the mandate is to identify whether the mean values of selected human development
indicators in post globalization period are different from that in the pre globalization period. The
hypotheses so formed for the analysis are as follows:

H0: There is no significant difference in the mean values of human development
indicators in the pre and post globalization periods

H1: There is significant difference in the mean values of human development indicators

http://www.worldbank.org/


in the pre and post globalization periods
We have used MS Excel to conduct the student’s t test.

5. Analysis and Findings
Here, we have taken dummy variables to capture the effect of financial globalization on the
selected HD indicators. The two dummies that has been taken here are ‘0’ that denotes the
zero effect of financial globalization and ‘1’ that denotes the full effect of financial globalization.
The regression model has been assessed following the prescribed guidelines i.e.

R square value is desired to be greater than 60%.
Referring the F Statistic and corresponding p value, the p value should be less than 0.05 (5%) so
that the significance of the model is revealed.
Sign of the coefficient should follow either the economic theory or expectation or induction, only
then we can say that it is a best fit model.

And for interpreting the results of student’s t test, the p value should be less than 0.05(5%), so
that we can reject the null hypothesis and accept the alternative hypothesis that reflects that
there is significant difference in the mean values of selected human development indicators
between pre and post globalization period.

5.1. India: A Long Way Ahead
First let us analyze the regression results for India. We found that the R square value for the
indicators “Inflation, consumer prices (annual %)” is less than 60%. Hence, the regressions
models this HD indicators is not nicely fitted. Additionally, F- statistics’ corresponding p-values
is not significant that means since it is more than 5% (See Table-1). It implies that the
regression result for the above indicator is not worthy to explain the impact of financial
globalization. But, for the rest of the indicators since the R square values and p-values are as
per the guidelines, we can conclude that regression model is nicely fitted. In this juncture, we
can say that in a country like India, Financial Globalization is the boon for most of the HD
Indicators and consequently for the overall growth of the country.



After the regression analysis, the tests of hypothesis using students’t test has been conducted
and the results of t test are supporting the results of regression for India. The null hypothesis
that there is no significant difference in mean values of HD indicators is getting accepted for the
same indicator which was found to be not affected by Financial Globalization i.e. Inflation,



consumer prices (annual %). It implies the Inflation, consumer prices (annual %) has not
changed significantly in the post globalization period. Hence, we can say that there is a long
way ahead for India to go in order to achieve the true fruits of Financial Globalization. Inflation
has long been the common man’s concern about economy. In this context, we say that inflation
is commonly referred as the synonymous index for the price hike of daily commodities. Though
inflation is the most immediate economic parameter to be associated with the hike of price, it
has its long and far reaching effects on the society and social indicators of the country like
India. (S.Jamuna, 2016).





5.2. Japan: Marching Towards Success
In case of Japan, the regression results show that except one indicator i.e. Inflation, consumer
prices (annual %) in all other cases the R square value is either more than 0.6 or near to it.
Additionally the F statistic p values for all the indicators are significant (See Table 3). Hence, we
can interpret here that financial globalization or financial globalization   in Japan has actually
impacted the selected HD indicators.

The regression results in Japan has been further verified through testing of hypothesis using
student’s t test and the test results revealed that for all most all the HD indicators the null



hypothesis that there is no significant difference in mean values of selected HD indicators in pre
and post globalization period is rejected (See Table 4) instead of Inflation, consumer prices
(annual %). On the basis of these results we can say that Japan has been rapidly marching
towards success of financial globalization in its economy. As a result, Japan HD indicators
consistently upward mark as per international standard due to the Abenomics bold monetary
policy since 1992.

5.3. Singapore: An Optimistic View



Singapore is the only country which shown the most optimistic results among the three
sampled countries of the study to find out whether there is an impact of financial globalization
on human development indicators or not. It is because if we will follow the guidelines for
interpreting the regression results, here it has been found that the dummy variables denoted
for financial globalization has shown significant impact on human development indicators of
Singapore. Hence, we can have an optimistic view for Singapore and say that the impact of
financial globalization has been well realized in Singapore in connection with the human
development indicators. It has been proved by the following way, how the Singapore has got
gaining momentum after policy legalization i.e;

Source:  OECD Development Centre, MPF-2013, national sources and IMF through structural policy country notes
Singapore         

In addition to the above Steps, the Singapore has taken right steps for the Upgrade the skills of
the local workforce which has been helped to the local workers adjust to the changing needs in
the market so that they can remain employable over a longer period .In the same line the govt.
of Singapore sanction huge budget in the 2012 to provide choice based training programmes
for the workers especially keep in mind for the growth of the country SME sector.



The t test results for Singapore is synonymous with the regression results for the country. For
all the human development indicators, the null hypothesis are rejected which means alternative



hypothesis are accepted. It implies that the human development indicators of Singapore in the
post globalization period are significantly different from that of pre globalization period.

6. Conclusion
On the basis of above findings it is concluded that any country that adopts the process of
financial globalization is likely be able to impact its human development indicators. The
regression results and the results from testing of hypothesis have empirically proved this fact
that financial globalization has definitely an impact on human development. It is true that
financial globalization may not work uniformly in all the countries since the stylized features of
the economies differ from country to country. In the present study three countries has been



considered and the results are different for each of the country. India has been found as a
country with good impact for financial globalization which affecting the human development
indicators of the economy as well as Japan is in a better position in this connection because of
Abenomics bold monetary policy. Singapore is however the country out of the three sampled
countries that has been found to have accepted  financial globalization most properly so that
human development will be important resource for the country development. Therefore a
country like India needs to have better participation and accepted in true sense in the Economy
Internationalization for benefit of human development indicators as well as country economy
development.

7. Limitations of the Study and Scope for Further
Research
One of the major limitations of the present study is that it has considered only three countries
for facilitating cross comparison. Secondly, there are many other sophisticated statistical tools
except regression analysis and student’s test for measuring the impact financial globalization on
human development indicators. Lastly, there are only a few human development indicators only
that have been selected for analysis in the present study. Hence, in this connection there
remains scope for further research by taking more countries in to consideration, more human
development indicators selected and robust techniques for analysis.
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