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�� Introduction

,Q� WKLV� LQFUHDVLQJO\� JOREDOL]HG� ZRUOG��

IRUHLJQ� GLUHFW� LQYHVWPHQW� �)',�� LV� D� KRWO\�

GHEDWHG� WRSLF� UHJDUGLQJ� LWV� HIIHFWV� RQ� WKH�

KRVW� FRXQWULHV¶� HFRQRPLF� JURZWK� DQG� VRFLDO�

GHYHORSPHQW�� &RQWUDU\� WR� WKH� SRSXODU�

belief� that� FDI� is� contributing� signi¿cantly�
WR� HFRQRPLF� JURZWK� DQG� LQGLUHFWO\� KDYH�

SRVLWLYH�HIIHFWV�RQ�KXPDQ�GHYHORSPHQW�RI�WKH�

UHFLSLHQWV��VRPH�DUJXH�WKDW�)',�RQ�LWV�RZQ�KDV�

QHJDWLYH� FRQVHTXHQFHV� WR� WKH�KRVW� FRXQWULHV�

IRU�ERWK�KXPDQ�GHYHORSPHQW�DQG�LQHTXDOLW\�

,QVRIDU� DV� )',� LV� FRQFHUQHG�� ZKHQ�

FRXQWULHV� ZRUOGZLGH� DUH� PDNLQJ� HIIRUWV� WR�

ful¿ll�the�targets�of�sustainable�development,�
KXPDQ� GHYHORSPHQW� LV� FRQVLGHUHG� D� NH\�

HOHPHQW�RI�GHYHORSPHQW��7KHUHIRUH��UHFHQWO\��

WKHUH�KDYH�EHHQ�PDQ\�VWXGLHV�RQ�WKH�HIIHFWV�

RI� )',� RQ� JURZWK� RI� KXPDQ��$� VDOLHQW�ZD\�

XVHG� WR� GHWHUPLQH� WKRVH�HIIHFWV� LV� DVVHVVLQJ�

WKH�+',��+XPDQ�'HYHORSPHQW�,QGH[��RI�KRVW�

FRXQWULHV�EHIRUH�DQG�DIWHU�UHFHLYLQJ�)',��+',�

LV�FDOFXODWHG�ZLWK�UHJDUGV�WR�WKUHH�DVSHFWV�RI�

HGXFDWLRQ�� ORQJHYLW\� DQG� LQFRPH��$OWKRXJK��

XQWLO� QRZ�� WKH� LQGH[� LV� VWLOO� ZLGHO\� XVHG� WR�

PHDVXUH� KXPDQ� GHYHORSPHQW�� +',� KDV� LWV�

RZQ� GUDZEDFNV� WKDW� QHHG� VSHFLDO� DWWHQWLRQ��

Speci¿cally,� there� is� no� consideration�
IRU� LQHTXDOLW\� DFURVV� UHJLRQV� HYHQWKRXJK�

XQHTXDO�GLVWULEXWLRQ�KDV�EHFRPH�D�ELJ�VRFLDO�

FRQFHUQ�� 7KHUHIRUH�� VLQFH� ������ ,QHTXDOLW\�

DGMXVWHG�+XPDQ�'HYHORSPHQW�,QGH[��,+',��

KDV�EHHQ�FUHDWHG�DQG�FDOFXODWHG�E\�WKH�8QLWHG�

1DWLRQV�'HYHORSPHQW�3URJUDP��81'3���7KH�

QHZ� LQGH[� LV� D� EHWWHU� SUR[\� IRU� VXVWDLQDEOH�

GHYHORSPHQW� DV� LW� GRHV� QRW� RQO\� FRYHU� WKH�

KXPDQ� GHYHORSPHQW� LQ� JHQHUDO� EXW� DOVR�

WDNH� LQWR� DFFRXQW� WKH� LQHTXDOLW\� LQ� KXPDQ�

GHYHORSPHQW�

0DQ\� VWXGLHV� KDYH� IRFXVHG� RQ� WKH�

LPSDFW� RI� )',� RQ� UHFLSLHQW� HFRQRPLHV� LQ�

GLIIHUHQW� UHJLRQV� ZLWK� UHVSHFW� WR� +',� RU�

LQHTXDOLW\�� 1RQHWKHOHVV�� LPSDFWV� RI� )',� RQ�

KXPDQ� GHYHORSPHQW� ZLWK� SURSHU� FRQWURO�

RI� LQHTXDOLW\� LQ� WKH�KRVW� FRXQWULHV� LV� VWLOO� LQ�

GRXEW��0RUHRYHU��WKHUH�KDYH�EHHQ�YLUWXDOO\�QR�

HPSULFDO� VWXGLHV� WKDW� RQ� ,QHTXDOLW\�DGMXVWHG�

+XPDQ� 'HYHORSPHQW�� RI� ZKLFK� KXPDQ�

GHYHORSPHQW�LV�WDNHQ�LQWR�FRQVLGHUDWLRQ�ZKHQ�

LQHTXDOLW\�LV�FRQWUROOHG�IRU���2QH�H[FHSWLRQ�LV�

&DR�HW�DO����������,Q�WKLV�VWXG\��WKH\�DQDO\]H�

WKH�HIIHFWV�RI�LQZDUG�)',�RQ�,+',�LQ����$VLDQ�

countries�in�the�period�of�2013�-�2015�and�¿nd�
no�signi¿cant�impact�of�FDI�for�all�countries�
RU� IRU�HDFK�RI� WKH� WKUHH� JURXSV�RI�FRXQWULHV�

ZLWK� YHU\� KLJK�� KLJK�� RU� PHGLXP� OHYHO� RI�

KXPDQ� GHYHORSPHQW�� 7KLV� UHVHDUFK� IXUWKHU�

DGGUHVV� WKLV�PDWWHU�RQ�ZRUOG�VFDOH�EDVHG�RQ�

WKH� HPSLULFDO� PRGHO� DGRSWHG� IURP� &DR� HW�

DO�� ��������2XU�DLP� LV�WR�DQDO\]H� WKH�HIIHFWV�

RI� )',� RQ� ,+',��7KH� SDSHU� DGGUHVVHV� WKUHH�

main�research�questions:�����+RZ�)',�DIIHFW�
WKH�,QHTXDOLW\�DGMXVWHG�+XPDQ�'HYHORSPHQW�

,QGH[� �,+',��� ����7R�ZKDW�H[WHQW�WKH�HIIHFWV�

RI�)',�RQ�,+',�YDU\�DFURVV�UHJLRQV������+RZ�

)',�DIIHFWV�,QHTXDOLW\��:H�DOVR�GHDO�ZLWK�WKH�

FDXVDOLW\�HIIHFW�EHWZHHQ�)',�DQG�,+',�

7KH� UHPDLQGHU� RI� WKH� SDSHU� LV� RUJDQL]HG�

DV� IROORZV�� 6HFWLRQ� �� SUHVHQWV� WKH� OLWHUDWXUH�

UHYLHZ�� ZKLOH� 6HFWLRQ� �� ORRNV� LQWR� WKH�

WKHRUHWLFDO�HIIHFWV�RI�)',�RQ�,+',��6HFWLRQ���

LV�DERXW�WKH�GDWD��6HFWLRQ���SUHVHQWV�HPSLULFDO�

VWUDWHJLHV��6HFWLRQ���VKRZV�WKH�PDLQ�UHVXOWV��

The�¿nal�section�concludes�the�paper.

2.�Literature�review

7KHUH� LV� OLPLWHG� OLWHUDWXUH� RQ� WKH� LPSDFW�

RI� )',� RQ� ,QHTXDOLW\�DGMXVWHG� +XPDQ�

GHYHORSPHQW� LQGH[� �,+',���0RVW� UHVHDUFKHV�

just� focus� on� the� impact� of� these� ¿nancial�
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Àows�on� either�HDI� or� inequality,�which� is�
PRVWO\� IURP� WKH� LQFRPH� DVSHFW�� 7KH� RQO\�

UHOHYDQW�VWXG\�LV�&DR�HW�DO���������FRQGXFWHG�

XVLQJ�GDWD�IURP����$VLDQ�FRXQWULHV�IURP������

WR�������&DR�HW�DO���������SUHVHQW�VWDWLVWLFDOO\�

insigni¿cant� effects� of� FDI� on� human�
GHYHORSPHQW� DV� LQHTXDOLW\� LV� FRQWUROOHG� IRU��

$V� IDU� DV� LQHTXDOLW\� ZDV� FRQFHUQHG�� )',�

GLG� UDLVH� WKH� LQFRPH� LQHTXDOLW\� LQ� WKHVH�

FRXQWULHV�� <HW�� ZKHQ� LQHTXDOLW\� LV� EURNHQ�

GRZQ� WR�FRPSRQHQWV��)',�KHOSV� WR�PLWLJDWH�

WKH�LQHTXDOLW\�LQ�HGXFDWLRQ�

,PSDFW�RI�)',�RQ�+',

6HYHUDO�VWXGLHV�SRLQW�RXW�SRVLWLYH�LPSDFWV�

RI� )',� RQ� ,+',� RI� WKH� KRVW� FRXQWULHV��

Gökmenoğlu� et� al.� (2018)� investigated� the�
LPSDFWV� RI� )',� RQ� +',� LQ� 1LJHULD� IRU� WKH�

SHULRG� RI� ����±����� E\� DSSO\LQJ� FRXQWU\�

speci¿c� and� panel� cointegration� techniques.�
They� con¿rm� signi¿cant� impacts� of� FDI�
RQ�+',� LQ�1LJHULD� GXULQJ� WKH� VWXG\� SHULRG��

$JXVW\� DQG� 'DPD\DQWL� ������� H[DPLQHG�

WKH� HIIHFWV� RI� )',� RQ� +',� RI� GHYHORSLQJ�

FRXQWULHV�LQ�WKH�SHULRG�����������E\�H[HUWLQJ�

GDWD�SDQHO�UHJUHVVLRQV��7KHLU�UHVXOWV�XQFRYHU�

SRVLWLYH� HIIHFWV� RI� )',� RQ� +',�� 6LPLODUO\��

Reiter� and� Steensma� (2010)� ¿nd� positive�
LPSDFWV�RI�SHU�FDSLWDO�)',�RQ�+',�E\�XVLQJ�

GDWD� RI� ��� GHYHORSLQJ� FRXQWULHV� RYHU� WKH�

period�of�1980-2005.�Furthermore,�Colen�et.�
DO�� ������� GLVFRYHU� WKDW� )',� FRXOG� PDNH� D�

SRVLWLYH�FRQWULEXWLRQ�WR�KXPDQ�GHYHORSPHQW�

RI� WKH� KRVW� FRXQWULHV� JLYHQ� DSSURSULDWH�

FRQGLWLRQV��6KDUPD�DQG�*DQL��������DQDO\VH�

WKH� HIIHFWV� RI� )',� RQ� KXPDQ� GHYHORSPHQW�

PHDVXUHG�E\�+',�IRU�PLGGOH�DQG�ORZ�LQFRPH�

FRXQWULHV� LQ� WKH� SHULRG� IURP� ����� WR� ������

7KHLU� UHJUHVVLRQ� UHVXOWV� VKRZHG� SRVLWLYH�

HIIHFWV� RI� )',� RQ� KXPDQ� GHYHORSPHQW� IRU�

ERWK�JURXSV�RI�FRXQWULHV��$�VLPLODU�FRQFOXVLRQ�

ZDV�UHDFKHG�E\�0DNNL�DQG�6RPZDUX��������

2Q�WKH�RWKHU�KDQG��WKHUH�DOVR�H[LVW�VWXGLHV�

ZKLFK� KDG� WKH� HTXLYRFDO� UHVXOWV� RU� IDLOHG�

to� ¿nd� statistically� signi¿cant� relationship�
EHWZHHQ� )',� DQG� +',�� 6DQWRVD� �������

FRQGXFWHG� D� UHVHDUFK� IRFXVLQJ�RQ� ,QGRQHVLD�

DQG� RWKHU� $6($1� FRXQWULHV� DIWHU� WKH�

¿nancial� crisis� during� the� period� of� 1999-
2012.�The�paper�illustrates�unclear�inÀuence�
RI�)',�LQ�VHYHQ�$6($1�FRXQWULHV�LQFOXGLQJ�

6LQJDSRUH�� 0DOD\VLD�� %UXQHL� 'DUXVDODP��

7KDLODQG�� ,QGRQHVLD�� /DR� DQG� &DPSXFKLD��

1RQHWKHOHVV��SRVLWLYH�UHVXOWV�RI�)',�RQ�KXPDQ�

GHYHORSPHQW� ZHUH� IRXQG� IRU� 9LHWQDP� DQG�

0\DQPDU�DQG�QHJDWLYH�UHVXOWV�ZHUH�IRXQG�IRU�

WKH� 3KLOLSSLQHV��$GGLWLRQDOO\�� 7DPHU� �������

SURYLGHG�HYLGHQFHV�IRU�GLIIHUHQW�UHODWLRQVKLSV�

EHWZHHQ� )',� DQG�+',� LQ� GLIIHUHQW� DUHDV� DV�

classi¿ed�by�the�World�Bank.�In�low-income�
FRXQWULHV�� )',� KDV� DPELJXRXV� HIIHFWV��

ZKLOH� LQ� ORZHU�PLGGOH�� XSSHU�PLGGOH�� DQG�

KLJK� LQFRPH� FRXQWULHV�� )',� KDV� SRVLWLYHO\�

signi¿cant�impacts�on�HDI.

,PSDFW�RI�)',�RQ�LQHTXDOLW\

7KH� HPSLULFDO� OLWHUDWXUH� VKRZV� PL[HG�

UHVXOWV��6WXGLHV�DFURVV�FRXQWULHV�XQDQLPRXVO\�

HVWDEOLVK� D� SRVLWLYH� UHODWLRQVKLS� EHWZHHQ�

FDI� and� inequality.� Tsai� (1995)� ¿nds� that�
FDI� inÀows� are� likely� to� worsen� income�
GLVWULEXWLRQ� LQ� GHYHORSLQJ� FRXQWULHV��

HVSHFLDOO\� WKRVH� LQ� WKH� (DVW� DQG� 6RXWKHDVW�

$VLD�� +H� ZDUQHG� WKH� GDQJHU� RI� QRW� WDNLQJ�

JHRJUDSKLFDO� GXPPLHV� LQWR� FRQVLGHUDWLRQ�

VXFK� WKDW� WKH� SRVLWLYH� UHODWLRQVKLS� PLJKW�

µµFDSWXUH�PRUH�RI�WKH�JHRJUDSKLFDO�GLIIHUHQFH�

in� inequality� than� the� deleterious� inÀuence�
RI� )',¶¶�� $SDUW� IURP� WKLV� FDXWLRQ�� RWKHU�

VWXGLHV� DOVR� \HLOG� VLPLODU� UHVXOWV� �&KRL��

������ %DVX� HW� DO��� ������� %KDQGDUL� �������
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WHVWHG� WKH� OLQN� EHWZHHQ� )',� DQG� LQFRPH�

LQHTXDOLW\� IRU� WUDQVLWLRQDO� HFRQRPLHV� LQ�

(DVWHUQ�(XURSH�DQG�&HQWUDO�$VLD�GXULQJ� WKH�

����������SHULRG��7KH�VWXG\�VKRZV�WKDW�)',�

H[DFHUEDWHG� LQFRPH�LQHTXDOLW\��+HU]HU�HW�DO��

������� H[DPLQHG� ORQJ�WHUP� HIIHFWV� RI� )',�

on�income�inequality�in�¿ve�Latin�American�
FRXQWULHV��QDPHO\�%ROLYLD��&KLOH��&RORPELD��

0H[LFR� DQG� 8UXJXD\�� 7KH� UHVXOW� VKRZV�

WKDW� H[FHSW� IRU� 8UXJXD\� )',� FRQWULEXWHG�

WR� H[SDQGLQJ� WKH� LQFRPH� JDS� LQ� DOO� IRXU�

FRXQWULHV�� 0HDQZKLOH�� )LJLQL� DQG� *|UJ�

�������VKRZ�WZR�RSSRVLWH�RXWFRPHV�IRU�WZR�

JURXSV� RI� FRXQWULHV�� )RU� 2(&'� FRXQWULHV��

)',�GLG�QRW�UDLVH�LQHTXDOLW\��)RU�QRQ�2(&'��

LQFRPH� LQHTXDOLW\� URVH� FRQVLGHUDEO\�� 6RPH�

studies�focus�speci¿cally�on�wage�inequality�
EHWZHHQ� VNLOOHG� DQG� XQVNLOOHG� ZRUNHUV� LQ� D�

VLQJOH�FRXQWU\� �)HHQVWUD�DQG�+DQVRQ��������

Figini�and�Gorg,�1999;�Mah,�2002;�Drif¿eld,�
2005).�These�studies�con¿rm�positive�impacts�
RI�)',�RQ�LQHTXDOLW\�

7KH�9LHWQDP�,QGXVWULDO�,QYHVWPHQW�5HSRUW�

in� 2011� of� UNIDO� (2012)� con¿rms� that�
)',� OHG� WR� WKH� ULVH� LQ� LQFRPH� LQHTXDOLW\� LQ�

9LHWQDP� GXH� WR� WKH� IDFW� WKDW� )',� FUHDWHG� D�

ELJ�JDS�LQ�WKH�ZDJHV�RIIHUHG�E\�)',�DQG�QRQ�

FDI�enterprises.�Although�mixed�¿ndings�are�
UHSRUWHG��LW�VHHPV�WKDW�SRVLWLYH�HIIHFWV�RI�)',�

RQ�+',�DQG�LQHTXDOLW\�DUH�IRXQG�GRUPLQDQW�

,W�LV�LPSRUWDQW�WR�QRWH�WKDW�EHVLGH�WKH�HIIHFWV�

RI�LQZDUG�)',�RQ�KXPDQ�GHYHORSPHQW��WKHUH�

DOVR�H[LVW�VWXGLHV�DERXW�WKH�RSSRVLWH�LPSDFW��

6KDUPD� DQG� *DQL� �������� ZKLOH� UHSRUWLQJ�

signi¿cant� positive� impact� of� FDI� on� HDI,�
con¿rm� that� there� is� a� signi¿cant� bi-causal�
UHODWLRQVKLS� EHWZHHQ� )',� DQG� +',�� $OVDQ�

HW� DO�� ������� LQYHVWLJDWHG� WKH� UROH�RI�KHDOWK��

ZKLFK�LV�RQH�DVSHFW�RI�+',��RQ�)',�DWWUDFWLRQ�

LQ����ORZ�DQG�PLGGOH�LQFRPH�FRXQWULHV�RYHU�

the� period� of� 1980–2000.� Their� estimates�
VXJJHVW� WKDW� UDLVLQJ� OLIH� H[SHFWDQF\� E\� RQH�

year� increases� gross� FDI� inÀows� by� nine�
SHUFHQW�

)XUWKHUPRUH��*RKRX�DQG�6RXPDUp��������

H[DPLQHG�D�SRWHQWLDO�SUREOHP�RI�HQGRJHQHLW\�

EHWZHHQ�)',�DQG�+',��7KH�DXWKRUV�SHUIRUPHG�

D� WZR�VWDJH� OHDVW� VTXDUHV� ��6/6��HVWLPDWLRQ�

ZLWK� WKH� UHVXOWV� LQGLFDWLQJ� WKDW� WKHUH� LV� D�

signi¿cantly� positive� relationship� between�
+',� DQG� )',� LQ� $IULFD�� ,Q� DQRWKHU� VWXG\��

'HKVKLUL� HW� DO�� ������� ORRNHG� LQWR� ZKHWKHU�

HDI�and�rule�of�law�affect�FDI�inÀows�in�23�
GHYHORSLQJ�FRXQWULHV�GXULQJ������������7KH\�

con¿rm�a�positive�and�signi¿cant� impact�of�
+',� RQ� WKH� DWWUDFWLRQ� RI� )',��$GGLWLRQDOO\��

&XUWLV�HW�DO���������ZKLOH�LQYHVWLJDWLQJ�ZKLFK�

of� Dunning’s� location-speci¿c� advantages�
RI� KRVW� FRXQWULHV�� SUHVHQWHG� DV� FRPSRVLWH�

LQGLFHV� IRU�*OREDO�&RPSHWLWLYHQHVV��+XPDQ�

'HYHORSPHQW� DQG� &RUUXSWLRQ� 3HUFHSWLRQ��

better�predicts� the� level�of� inward�FDI,�¿nd�
that� HDI� is� a� signi¿cant� FDI� determinant�
LQ� QRQ�2(&'� FRXQWULHV�� ,Q� KLV� SDSHU�� 'DV�

(2017)�states�that�HDI�inÀuenced�FDI�inÀows�
in�Brazilbut� there�was�no�signi¿cant� impact�
of�HDI�on�FDI�inÀows�in�India.�He�concludes�
WKDW� WKH� LQWHQVLW\� RI� WKLV� HIIHFW� YDULHV� IURP�

RQH� FRXQWU\� WR� DQRWKHU�� $V� D� UHVXOW�� WKH�

HQGRJHQHLW\�SUREOHP�QHHGV�WR�EH�WDNHQ� LQWR�

FRQVLGHUDWLRQ�

3.�Theoretical�effects�of�FDI�on�IHDI

7KH� LPSDFWV� RI� )',� RQ� WKH� GLIHUHQW�

YDULDEOHV� FRXOG� EH� IRXQG� YLD� WZR� PDLQ�

channels:� FDSLWDO� ZLGHQLQJ� DQG� FDSLWDO�

GHHSHQLQJ��,W�KDV� ORQJ�EHHQ�HVWDEOLVKHG� WKDW�

FDI� as� a� capital� Àow� could� facilitate� host�
FRXQWULHV¶� FDSLWDO� DFFXPXODWLRQ� �81&7$'�

�������7KLV�HIIHFW�LV�FDOOHG�FDSLWDO�ZLGHQLQJ��

)',�HIIHFWV�RQ�SURPRWLQJ�WHFKQRORJ\�WUDQVIHU��
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LPSURYLQJ� ODERU� VNLOOV�� H[SDQGLQJ� OLQNDJHV�

between�domestic�¿rms�and�global�networks�
FRXOG�DOVR�UDLVH�KRVW�FRXQWULHV¶�SURGXFWLYLW\��

7KLV�LPSDFW�LV�FDOOHG�FDSLWDO�GHHSHQLQJ�

,QHTXDOLW\�DGMXVWHG� +XPDQ� GHYHORSPHQW�

LQGH[��,+',��LV�GHYHORSHG�E\�8QLWHG�1DWLRQV�

'HYHORSPHQW� 3URJUDP� �81'3��� 7KLV� LQGH[�

LV�PRUH�DGYDQFHG� WKDQ� WKH�SUHYLRXV�+XPDQ�

GHYHORSPHQW� LQGH[� �+',�� EHFDXVH� LW� LV�

DGMXVWHG�IRU�LQHTXDOLW\�ZLWK�WKUHH�VXE�LQGLFHV�

RI� KHDOWK� PHDVXUHG� E\� OLIH�H[SHFWDQF\��

HGXFDWLRQ� PHDVXUHG� E\� DGXOW� OLWHUDF\� LQGH[�

DQG� JURVV� HQUROOPHQW� FRPELQHG� LQGH[��

LQFRPH�PHDVXUHG�E\�*'3�SHU�FDSLWD��DV�ZHOO�

DV� LQHTXDOLW\�DPRQJ� UHJLRQV� IRU�HDFK�DERYH�

VXE�LQGH[�� ,Q� WKLV� SDSHU�� ZH� H[DPLQH� WKH�

LPSDFWV�RI�)',�RQ�,+',�WKURXJK�LWV�HIIHFWV�RQ�

GLIIHUHQW�,+',¶V�FRPSRQHQWV��7KH�IROORZLQJ�

VHFWLRQ� ZLOO� GHPRQVWUDWH� WKH� WKHRUHWLFDO�

LPSDFWV� RI� )',� RQ� ,+',¶V� FRPSRQHQWV� YLD�

HLWKHU�FDSLWDO�ZLGHQLQJ�RU�FDSLWDO�GHHSHQLQJ�

�����3RVLWLYH�LPSDFWV

������3RVLWLYH�LPSDFWV�RI�)',�RQ�LQFRPH

)',� FDQ� UDLVH� WKH� LQFRPH� RI� WKH� ODERU�

IRUFH�PDLQO\�E\�FUHDWLQJ�MREV�DQG�LPSURYLQJ�

WKH� TXDOLW\� RI� ORFDO� KXPDQ� UHVRXUFHV��

&UDLJZHOO� ������� LQYHVWLJDWHG� WKH� LPSDFWV�

RI� )',� RQ� HPSOR\PHQW� LQ� WKH� &DULEEHDQ�

UHJLRQ� LQ� WKH� SHULRG� RI� ����������� 7KH�

UHVXOWV�VXJJHVW�WKDW�DQ�LQFUHDVH�LQ�)',�³OHDGV�

WR� DQ� DSSUR[LPDWH� RQH�WR�RQH� LQFUHDVH� LQ�

HPSOR\PHQW´�� 6LPLODUO\�� FRQVLVWHQW� UHVXOWV�

DUH�IRXQG�LQ�VWXGLHV�IRU�D�VLQJOH�KRVW�FRXQWU\�

such�as�in�Ghana�(Abor�and�Harvey,�2008),�in�
0H[LFR��:DOGNLUFKHW�DO����������LQ�7DQ]DQLD�

�0SDQMX�� ������ 8WRXK� DQG� 5DR�� ������� LQ�

3DUNLVWDQ� �+DELE�DQG� 6DUZDU��������� DQG� LQ�

,QGLD� �1DUHQGHU� DQG� 'KDQND�� ������� $OVR��

.DUOVVRQ� �������SRLQWV�RXW� LQ�KLV� VWXG\� WKDW�

)',� KDG� D� SRVLWLYH� LPSDFW� RQ� HPSOR\PHQW�

JURZWK� ERWK� LQ� )',� VHFWRUV�DQG� LQ�QRQ�)',�

ones,�contributing�signi¿cantly�to�household�
LQFRPHV� DQG� SXUFKDVLQJ� SRZHU� RI� ORFDO�

UHVLGHQWV�

FDI� inÀows� are� not� just� creating� more�
HPSOR\PHQW��$FFRUGLQJ� WR� -DYRUFLN� ��������

MREV� JHQHUDWHG� E\� WKH� )',� VHFWRU� WHQG� WR�

EH� µJRRG¶� RQHV�� 6XFK� MREV�DUH� OLNHO\� WR� SD\�

higher� wages� than� those� of� domestic� ¿rms�
LQ� GHYHORSLQJ� FRXQWULHV�� )RUHLJQ� HPSOR\HUV�

tend� to�offer�more� training� than� local�¿rms.�
Studies�con¿rmed�this�include�Bircan�(2007),�
/LSVH\�DQG�6MRKROP���������DQG�7H�9HOGH�DQG�

0RUULVVH\� �������� .XUWLVKL� �.DVWUDWL� �������

argues� that,� foreign�¿rms� have� high� quality�
WUDLQLQJ� JLYHQ� WR� WKHLU� HPSOR\HHV�� 6RPH� RI�

WKRVH�VNLOOV�DUH�WDNHQ�ZLWK�WKH�ZRUNHUV�ZKHQ�

they�enter�domestic�¿rms.�Consequently,�the�
host�countries�can�bene¿t� from�“managerial�
VXSHULRULW\´� RI� PXOWLQDWLRQDO� FRPSDQLHV�

E\� OHDUQLQJ� DQG� LPLWDWLQJ�� 6LPXOWDQHRXVO\��

HPSOR\HHV� FDQ� KDYH� KLJKHU� LQFRPH� DV� WKH\�

LPSURYH�WKHLU�VNLOOV�DQG�DSSO\�IRU�VXEVHTXHQW�

MREV�

Income�may�also�increase�as�FDI�inÀows�
GULYH� HFRQRPLF� JURZWK� RI� FRXQWULHV� DQG�

LQGLUHFWO\� ERRV� LQFRPH�� %RUHQV]WHLQ� HW� DO��

(1998)� show� that� FDI� contributes� even�
PRUH� WR� HFRQRPLF� JURZWK� WKDQ� GRPHVWLF�

LQYHVWPHQW��7VDL��������DQG�'ROODU�DQG�.UDD\�

�������DUJXH�WKDW�HFRQRPLF�JURZWK�LPSURYHV�

LQFRPH�RI�WKH�SRRU�PRUH�WKDQ�WKH�ULFK��$V�D�

UHVXOW��)',�LV�D�XVHIXO�WRRO�LQ�UHGXFLQJ�SRYHUW\�

�������3RVLWLYH�LPSDFWV�RI�)',�RQ�KHDOWK

)',� FDQ� DIIHFW� KHDOWK� RI� SHRSOH� WKURXJK�

several�channels.�The�¿rst�channel�is�through�
WKH� VHOI� ±� FRQVFLRXVQHVV� RI� WKH� SRSXODWLRQ�

RQ� KHDOWK� LVVXHV� DV� WKHLU� LQFRPH� LQFUHDVHV��

$V� SHRSOH� HDUQ� PRUH� DQG� DUH� DZDUH� RI� WKH�

LPSRUWDQFH� RI� KHDOWK�� WKH\� DUH� ZLOOLQJ� WR�
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VSHQG�ODUJHU�VKDUH�RI�WKHLU�GLVSRVDEOH�LQFRPH�

RQ� KHDOWK� VHUYLFHV�� )XUWKHUPRUH�� WKH\� FDQ�

DOVR�XVH�WKDW�H[WUD�LQFRPH�WR�EX\�PRUH�KLJK�

TXDOLW\�FRQVXPHU�JRRGV�VXFK�DV�RUJDQLF�IRRG��

+LJKHU� VSHQGLQJ� RQ� KHDOWKFDUH� DQG� KLJK�

TXDOLW\� JRRGV� HQVXUHV� EHWWHU� TXDOLW\� RI� OLIH��

ZKLFK�LQ�WXUQ�LQFUHDVHV�OLIH�H[SHFWDQF\�

%HVLGH� UDLVLQJ� SXEOLF� DZDUHQHVV�� )',�

inÀows� into� the� health� sector� can� also�
LPSURYH� SXEOLF� KHDOWK� E\� SURYLGLQJ� PRUH�

DIIRUGDEOH� PHGLFDO� SURGXFWV� DQG� VHUYLFHV��

IRU� H[DPSOH�SKDUPDFHXWLFDOV�� ,Q� DGGLWLRQ� WR�

WKH�GLUHFW�VXSSO\�HIIHFW��)',�FDQ�LQFUHDVH�WKH�

SURGXFWLYLW\�RI�GRPHVWLF�KHDOWKFDUH�VXSSOLHUV�

LQ�WKH�KRVW�FRXQWU\�WKURXJK�WKH�H[SDQVLRQ�RI�

LQWHUQDWLRQDO�PHGLFDO�NQRZOHGJH�

)LQDOO\�� )',� FRXOG� KHOS� LPSURYH� KHDOWK�

FRQGLWLRQV� LQ� KRVW� FRXQWULHV� EHFDXVH� )',�

¿rms� pay� higher� salary� and� provide� safer�
ZRUNSODFHV� DQG� EHWWHU� VRFLDO� VHUYLFHV�� 6DIH�

ZRUNSODFH� LV� RQH� RI� FRPSXOVRU\� FULWHULD�

IRU� RSHUDWLRQ� LQ� GHYHORSHG� FRXQWULHV� DQG�

LV� H[SHFWHG� WR� EH� H[HUFLVHG� E\� DOO� )',�

companies.� When� foreign� ¿rms� set� up�
af¿liates� in� the� host� country,� it� also� pays�
PRUH� DWWHQWLRQ� WR� ZRUNLQJ� FRQGLWLRQV� RI�

HPSOR\HHV� WKDQ� WKH� GRPHVWLF�RQHV�� /ZDQGD�

������� HPSKDVL]HV� LPSRUWDQW� FRQWULEXWLRQ�

RI� PXOWLQDWLRQDO� FRPSDQLHV� �01&V�� EDVHG�

LQ�6RXWK�$IULFD� LQ� SUHYHQWLQJ� WKH� VSUHDG� RI�

+,9�$,'6��/LNHZLVH��01&V�FRXOG�LPSURYH�

KHDOWK� FRQGLWLRQV� E\� HPSOR\LQJ� FOHDQHU�

WHFKQRORJLHV�

�������3RVLWLYH�LPSDFWV�RI�)',�RQ�HGXFDWLRQ

,W� FDQQRW� EH� GHQLHG� WKDW� HGXFDWLRQ� LV� DQ�

HVVHQWLDO�SDUW�RI�WKH�GHYHORSPHQW�RI�D�QDWLRQ��

in�which�FDI� is� one� of� the�most� inÀuential�
IDFWRUV�� )RUHLJQ� LQYHVWRUV� EXLOG� DGGLWLRQDO�

scienti¿c�research�institutions�such�as�schools�
DQG�XQLYHUVLWLHV�DV�ZHOO�DV�LQYHVW�LQ�H[LVWLQJ�

IDFLOLWLHV�� $V� D� UHVXOW�� SHRSOH� FDQ� VWXG\� LQ�

WKHLU� KRPHWRZQV�� WKXV�� VDYLQJ� FRVWV� DQG�

DYRLGLQJ�EUDLQ�GUDLQ��0RUH�IRUHLJQ�LQYHVWRUV�

VWDUW� WR� VHH� HGXFDWLRQ� DV� D� JRRG� RSWLRQ� IRU�

LQYHVWPHQW�� 7KH\� RIWHQ� VHHN� LQYHVWPHQV� LQ�

FRXQWULHV�ZKHUH� SHRSOH� DUH� LQ� KLJK� GHPDQG�

IRU�JOREDO�VWDQGDUG�HGXFDWLRQ�RU�KDYH�GHVLUH�

WR�VWXG\�DEURDG��%\�LQYHVWLQJ�LQ�WKH�HGXFDWLRQ�

V\VWHP�LQ�WKH�KRVW�FRXQWULHV��IRUHLJQ�LQYHVWRUV�

FDQ� FUHDWH� D� ZLQ�ZLQ� VLWXDWLRQ�� 7KH\� FRXOG�

earn�pro¿t�through�investment�and�eventually�
EH�DEOH�WR�XWLOL]H�WKH�KXPDQ�UHVRXUFHV��ZKLOH�

ORFDO� SHRSOH� HQMR\� KLJK�TXDOLW\� HGXFDWLRQ�

DW� ORZHU� FRVWV�� &RQVHTXHQWO\�� WKH� VFKRRO�

HQUROOPHQW�UDWH�LQ�KRVW�FRXQWULHV�PD\�ULVH�DV�

SHRSOH�FDQ�UHPDLQ�LQ�WKHLU�RZQ�FRXQWU\�ZKLOH�

SDUWLFLSDWLQJ�LQ�ZRUOG���VWDQGDUG�WUDLQLQJ�

7KHUH� DUH� VHYHUDO� HYLGHQFHV� VXSSRUWLQJ�

WKRVH� SRVLWLYH� LPSDFWV�� (JJHU� HW� DO�� �������

VWXGLHG� WKH� HIIHFWV� RI� IRUHLJQ� LQYHVWPHQW�

RQ� KLJKHU� HGXFDWLRQ� DQG� HFRQRPLF� JURZWK�

using� FDI� data� from� 87� countries� during�
the� period� of� 1960� –� 2000.� They� con¿rm�
WKDW� )',� KDV� D� SRVLWLYH� LPSDFW� RQ� KLJKHU�

VFKRRO� SDUWLFLSDWLRQ��$� VWXG\� FRQGXFWHG� E\�

<LOGLULP� DQG� 7RVXQHU� ������� DOVR� SRLQWHG�

RXW�WKDW�)',�KDG�FRQWULEXWHG�SRVLWLYHO\�WR�D�

FRXQWU\¶V�HGXFDWLRQ��7KH�SRVLWLYH�LPSDFW�ZDV�

DOVR�UHDFKHG�E\�$JpQRU�DQG�0RUHQR�'RGVRQ�

�������

�������3RVLWLYH�LPSDFWV�RI�)',�RQ�LQHTXDOLW\

,QHTXDOLW\� LQ� LQFRPH� GLVWULEXWLRQ� LV�

W\SLFDOO\� GLVFXVVHG� ZLWKLQ� WKH� FRQWH[W� RI�

1RUWK� ±� 6RXWK� PRGHO� RI� YHUWLFDO� )',�� 7KH�

DYDLODELOLW\�RI�FKHDS�ODERU� LQ�SRRU�FRXQWULHV�

LQ� WKH� 6RXWK� HQFRXUDJHV� ULFKHU� FRXQWULHV� LQ�

the�North� to� undertake� ef¿ciency� –� seeking�
)',�E\�RIIVKRULQJ�ODERU��LQWHQVLYH�SURGXFWLRQ�

SURFHVVHV��$FFRUGLQJ�WR�)HHQVWUD�DQG�+DQVRQ�

�������� WKH� LQFUHDVH� LQ� )',� RXWVRXUFLQJ� RI�
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1RUWKHUQ�PXOWLQDWLRQDOV�OHDG�WR�D�ZRUOGZLGH�

LQFUHDVH� LQ� WKH� GHPDQG� IRU� VNLOOHG� ZRUNHUV�

UHODWLYH� WR� WKHLU� XQVNLOOHG� FRXQWHUSDUWV��

&RUUHVSRQGLQJO\�� WKH� ZDJH� JDS�� ZKLFK�

LV� FDOOHG� VNLOO� SUHPLXP� EHWZHHQ� WKH� WZR��

H[LVWV��,Q�RWKHU�ZRUGV��µWKLV�W\SH�RI�)',�PD\�

DGYHUVHO\� DIIHFW� WKH� ZDJH� DQG� HPSOR\PHQW�

SURVSHFWV�RI�OHVV�VNLOOHG�ZRUNHUV�LI�RIIVKRULQJ�

LQYROYHV�DFWLYLWLHV�WKDW�DUH�UHODWLYHO\�VNLOOHG�

ODERU� LQWHQVLYH� LQ� WKH� KRVW� FRXQWU\�� HYHQ�

WKRXJK� WKH\� DUH� UHODWLYHO\� XQVNLOOHG�ODERU�

LQWHQVLYH� E\� WKH� VWDQGDUGV� RI� WKH� VRXUFH�

FRXQWU\¶� �+HU]HU� DQG� 1XQQHQNDPS�� �������

FDI� inÀows� may� then� widen� the� skill�
SUHPLXP�DQG�GDPSHQV�LQHTXDOLW\�SUREOHP�LQ�

GHYHORSLQJ�KRVW�FRXQWULHV�

,Q� D� VLQJOH� FRXQWU\� IUDPHZRUN�� VHYHUDO�

VWXGLHV� VKRZ� PHDQLQJIXO� DQG� FRQVLVWHQW�

UHVXOWV�WKDW�)',�KDV�QHJDWLYH�HIIHFWV�RQ�LQFRPH�

GLVWULEXWLRQ�RI�UHFLSLHQW�HFRQRPLHV��)HHQVWUD�

and� Hanson,� 1997;� Mah,� 2002;� Drif¿eld,�
������� ,Q� D� FURVV�FRXQWU\� IUDPHZRUN�� D�

QXPEHU�RI�VWXGLHV�DOVR�VXSSRUW�WKLV�YLHZ��8VLQJ�

D� VDPSOH� RI� ��� GHYHORSLQJ� FRXQWULHV�� 7VDL�

�������UHSRUWV�WKDW�)',�KDG�LQFUHDVHG�LQFRPH�

LQHTXDOLW\�LQ�6RXWK�(DVW�$VLDQ�FRXQWULHV��7KLV�

¿nding�is�in�line�with�that�of�Basu�et�al.�(2007)�
who�used�a�panel�data�set�of�80�developing�
FRXQWULHV� ZKHUH� )',� LV� FRQFOXGHG� WR� KDYH�

exacerbated� inequality.� Similar� ¿ndings� are�
also�reported�in�Gini�coef¿cient�studies�such�
DV� WKRVH� RI� 5HXYHQ\� DQG� /L� ������� ZLWK� D�

VDPSOH�RI����FRXQWULHV�DQG�&KRL��������ZLWK�

D� VDPSOH� RI� ���� FRXQWULHV��5HJDUGLQJ� RWKHU�

PRUH�GHYHORSHG�UHJLRQV��VWXGLHV�E\�%KDQGDUL�

�������IRU�WUDQVLWLRQDO�HFRQRPLHV�LQ�(DVWHUQ�

(XURSH� DQG� &HQWUDO� $VLD� DQG� 0LKD\ORYD�

������� IRU� &HQWUDO� DQG� (DVWHUQ� (XURSH�

SUHVHQW� FRQVLVWHQW� HYLGHQFH� WKDW� )',� OHDGV�

WR� LQHTXDOLW\�� )RU� /DWLQ�$PHULFD�� +HU]HU� HW�

DO�� �������ZKHQ� LQYHVWLJDWLQJ� WKH� ORQJ�WHUP�

HIIHFWV�RI�)',�RQ�LQFRPH�LQHTXDOLW\�LQ�%ROLYLD��

&KLOH�� &RORPELD�� 0H[LFR� DQG� 8UXJXD\�

FRQFOXGH� WKDW� H[FHSW� IRU� 8UXJXD\�� LQZDUG�

)',� FRQWULEXWHG� WR� WKH� LQFUHDVH� LQ� LQFRPH�

LQHTXDOLW\� LQ� DOO� HFRQRPLHV�� )LQDOO\�� ZLWK� D�

SDQHO�GDWD�VHW����FRXQWULHV�DW�GLIIHUHQW�VWDJHV�

of�development,�Lessmann�(2012)�¿nds�that�
net� FDI� inÀows� increase� inequality� in� low�
DQG�PLGGOH�LQFRPH�FRXQWULHV��ZKLOH�WKHUH�DUH�

QR�QHJDWLYH�UHGLVWULEXWLRQDO�FRQVHTXHQFHV�LQ�

KLJK�LQFRPH�HFRQRPLHV�

�����1HJDWLYH�LPSDFWV

������1HJDWLYH�LPSDFWV�RI�)',�RQ�LQFRPH

0DQ\� RI� QHJDWLYH� LPSDFWV� RI� )',� RQ�

LQFRPH� FRPH� IURP� WKDW� RI� )',� RQ� WKH� ULVH�

RI� LQFRPH� LQHTXDOLW\�� ZKLFK� KDYH� EHHQ�

GLVFXVVHG�LQ�GHWDLOV�LQ�WKH�SUHYLRXV�VHFWLRQ�RQ�

WKH�LPSDFWV�RI�)',�RQ�LQHTXDOLW\�

������1HJDWLYH�LPSDFWV�RI�)',�RQ�KHDOWK

$OWKRXJK� LW� LV� DUJXHG� WKDW� )',� FDQ� KDYH�

SRVLWLYH� LPSDFW� RQ� KHDOWK�� WKHUH� DUH� VRPH�

FRQWUDGLFWRU\� HYLGHQFHV�� ,W� LV� ZLGHO\� NQRZQ�

WKDW�LQFUHDVLQJ�LQFRPH�FDQ�OHDG�WR�KLJKHU�OLIH�

H[SHFWDQF\�LQ�SRRU�FRXQWULHV��$V�LQFRPH�ULVHV��

WKLV� UHODWLRQVKLS� EHFRPHV� ZHDNHU� RU� HYHQ�

DEVHQW�LQ�ULFK�FRXQWULHV��,Q�RWKHU�ZRUGV��KHDOWK�

LV�DIIHFWHG�E\�OLYLQJ�VWDQGDUGV�LQ�ORZ�LQFRPH�

FRXQWULHV�� ZKLOH� ULVLQJ� LQFRPH� KDV� OLWWOH� RU�

QR�HIIHFW�RQ�KHDOWK�LQ�KLJK�LQFRPH�FRXQWULHV��

,QGHHG�� LI� KLJKHU� LQFRPH� LV� DVVRFLDWHG� ZLWK�

ORQJHU� ZRUNLQJ� KRXUV�� OHVV� VRFLDO� FRQWDFW��

PRUH� VWUHVV�� OHVV� VOHHS�� DQG� LQFUHDVH� LQ�

XQKHDOWK\� IRRG� FRQVXPSWLRQ�� WKH� LQFRPH� ±�

KHDOWK� UHODWLRQVKLS� PLJKW� EHFRPH� QHJDWLYH��

0RUHRYHU�� PXOWLQDWLRQDO� FRUSRUDWLRQV�

�01&V�� KDYH� EHHQ� QRWRULRXVO\� FULWLFL]HG�

IRU� GLVFULPLQDWLYH� DQG� H[SORLWDWLYH� SUDFWLFHV�

WRZDUGV� ORFDO�HPSOR\HHV�DQG�RWKHU� UHVRXUFHV�

RI�WKH�KRVW�FRXQWU\��5HJDUGLQJ�ORFDO�ODERU��WKHLU�
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ZRUNLQJ� FRQGLWLRQV� LQ� )',� HQWHUSULVHV� KDYH�

EHHQ� DODUPLQJ�� 7KH� SUHVHQFH� RI� VZHDWVKRSV�

LQ� VRPH� FRXQWULHV��ZKLFK� VXEMHFW� ODERUHUV� WR�

GDQJHURXV�� VXE�KXPDQ� ZRUNLQJ� FRQGLWLRQV�

RIWHQ� LQ� YLRODWLRQ� RI� ORFDO� ZRUNSODFH�

UHJXODWLRQV�� LV� D� VHULRXV� LVVXH��$FFRUGLQJ� WR�

%URZQ�HW��DO����������DOWKRXJK�PXOWLQDWLRQDOV�

SD\� WKHLU� ZRUNHUV� PRUH� WKDQ� WKHLU� GRPHVWLF�

FRPSHWLWRUV�� PDQ\� SHRSOH� KDYH� FRPSODLQHG�

WKDW� PXOWLQDWLRQDOV� DEXVH� WKHLU� ZRUNHUV� LQ�

VZHDWVKRS�FRQGLWLRQV�DQG�KDYH�GHPDQGHG�WKDW�

SURGXFWV�IURP�WKHVH�VZHDWVKRSV�WR�EH�EDQQHG�

IURP�WKH�8�6��PDUNHWV�

6HFRQG�� WKHUH� DUH� PDQ\� VWXGLHV� RQ� WKH�

HIIHFWV�RI�HQYLURQPHQWDO�SROOXWLRQ�RQ�KHDOWK��

(VNHODQG� DQG� +DUULVRQ� ������� VWDWH� WKDW�

SROOXWLRQ� WHQGV� WR� PLJUDWH� IURP� FRXQWULHV�

ZLWK�KLJK�VWDQGDUG�RI�HQYLURQPHQW��ZKLFK�DUH�

W\SLFDOO\�GHYHORSHG�FRXQWULHV��WR�GHYHORSLQJ�

FRXQWULHV�ZKHUH�WKLV�VWDQGDUG�LV�ORZ��,QGHHG��

LQ�RUGHU� WR� UHGXFH� FRVWV�� IRUHLJQ� FRPSDQLHV�

XVXDOO\� GXPS� XQSURFHVVHG� ZDVWHV�� FDXVLQJ�

LUUHYHUVLEOH�HQYLURQPHQWDO�GDPDJHV��WKHUHE\�

QHJDWLYHO\�DIIHFWLQJ�KHDOWK�RI�WKH�ORFDO�SHRSOH�

2WKHU� HIIHFWV� RI� )',� RQ� KHDOWK� PD\� EH�

reÀected� by� business� travelers,� who� may�
XQLQWHQWLRQDOO\� VSUHDG� LQIHFWLRXV� GLVHDVHV��

,Q� VXPPDU\��)',�FDQ�KDYH�ERWK�SRVLWLYH��DV�

GLVFXVVHG� SUHYLRXVO\�� DQG� QHJDWLYH� KHDOWK�

HIIHFWV��7KH�QHW�HIIHFW�ZLOO�YDU\�ZLWK�WKH�OHYHO�

RI�LQFRPH�

�������1HJDWLYH�LPSDFWV�RI�)',�RQ�HGXFDWLRQ

$FFRUGLQJ�WR�'H�*URRW���������WKH�LQFUHDVH�

LQ�)',�LV�RIWHQ�DVVRFLDWHG�ZLWK�WKH�GHFUHDVH�LQ�

+',�DV�D�UHVXOW�RI�GHWHULRUDWLQJ�JRYHUQPHQW�

SROLFLHV�� 'XH� WR� WKH� DWWUDFWLYHQHVV� RI� )',��

RQH� JRYHUQPHQW� PD\� KDYH� WZR� RSWLRQV� RI�

LQYHVWLQJ� LQ� )',� LQFHQWLYHV� RU� LQYHVWLQJ� LQ�

RWKHU�SXEOLF�SURMHFWV��)',�LQFHQWLYH�SROLFLHV�

UHGXFH� RWKHU� SXEOLF� H[SHQGLWXUHV�� OHDGLQJ�

WR� VXE�RSWLPDO� VRFLDO�ZHOIDUH�� )RU� LQVWDQFH��

IRUHLJQ� LQYHVWRUV�PD\� DVN� IRU� H[SDQVLRQ� RI�

LQIUDVWUXFWXUH�� ZKLFK� D� JRYHUQPHQW� PXVW�

SD\� IRU� YLD� FXWWLQJ� GRZQ� LWV� EXGJHW� RQ�

HGXFDWLRQ��FDXVLQJ�QHJDWLYH�HIIHFWV�RQ�+',��

7KH�QHJDWLYH�LPSDFW�RI�)',�RQ�HGXFDWLRQ�DOVR�

GHSHQGV�RQ�W\SHV�RI� LQYHVWRUV��)RU�LQVWDQFH��

KRUL]RQWDO� IRUHLJQ� LQYHVWRUV� WHQG� WR� VHHN�

SRWHQWLDO�PDUNHWV�DQG�WKH\�DUH�RIWHQ�ERXQG�WR�

VXSSRUW�WKH�GHYHORSPHQW�RI�WKH�KRVW�FRXQWU\¶V�

market�to�gain�pro¿t.�Meanwhile,�ef¿ciency�
±� VHHNLQJ� LQYHVWRUV� WHQG� WR� ORRN� IRU� FKHDS�

ODERU� RQO\�� 7KHUHIRUH�� WKH\� XVXDOO\� RIIHU�

ORZHU�ZDJHV�OHDGLQJ�WR�OHVV�RSSRUWXQLWLHV�IRU�

WKH�ORFDO�SHRSOH�WR�SXUVXH�KLJKHU�HGXFDWLRQ�

,Q� WKHLU� VWXG\� DERXW� WKH� FRUUHODWLRQ�

EHWZHHQ� KLJKHU�LQFRPH�� KLJK�KXPDQ�FDSLWDO�

FRXQWULHV� DQG� SRRU�LQFRPH�� ORZ�KXPDQ�

capital�countries,�Akin�and�Vlad�(2011)�¿nd�
D� QHJDWLYH� RQH��0XJKDO� DQG� 9HFKLX� �������

also� con¿rm�signi¿cant�negative� impacts�of�
)',�RQ� WHUWLDU\�DQG�VHFRQGDU\�HGXFDWLRQ�E\�

DQDO\]LQJ� WZR� VDPSOHV� RI� ORZ�LQFRPH� DQG�

PLGGOH�LQFRPH�GHYHORSLQJ�FRXQWULHV�

������� 1HJDWLYH� LPSDFWV� RI� )',� RQ�

LQHTXDOLW\

/LWHUDWXUH� RI� WKH� HIIHFWV� RI� )',� RQ�

LQHTXDOLW\�UHGXFWLRQ� LV�OHVV�H[WHQVLYH��7KHUH�

DUH� FRQFUHWH� WKHRULHV�RQ� WKH�PHFKDQLVPV� RI�

VXFK�UHGXFWLRQ�LQ�LQHTXDOLW\��6LPRQ�.X]QHWV�

������� K\SRWKHVL]HV� WKDW� DV� DQ� HFRQRP\�

develops,� market� forces� ¿rst� increase� then�
GHFUHDVH� WKH� RYHUDOO� HFRQRPLF� LQHTXDOLW\�RI�

WKH� VRFLHW\�� ZKLFK� LV� GHPRQVWUDWHG� E\� WKH�

LQYHUWHG�8�VKDSH�RI� WKH�.X]QHWV� FXUYH��)RU�

LQVWDQFH�� WKH� K\SRWKHVLV� KROGV� WKDW� LQ� WKH�

HDUO\�GHYHORSPHQW�VWDJHV�RI�DQ�HFRQRP\��QHZ�

LQYHVWPHQW� RSSRUWXQLWLHV� HPHUJH� IRU� WKRVH�

ZKR�DOUHDG\�KDYH�FDSLWDO�WR�LQYHVW��PHDQLQJ�

WKDW� WKH� ULFK� KDYH� RSSRUWXQLWLHV� WR� EHFRPH�
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HYHQ�ULFKHU��,Q�FRQVWUDVW��WKH�VXUSOXV�RI�FKHDS�

UXUDO� ODERU� PLJUDWLQJ� WR� FLWLHV� LQ� VHDUFK� IRU�

EHWWHU�SD\LQJ� MRE�SXVKHV�ZDJHV�GRZQ�� WKXV��

ZLGHQLQJ� WKH� LQFRPH� JDS� DQG� HVFDODWLQJ�

LQHTXDOLW\�� 7KH� ZRUVH� LV� DV� WKH� HFRQRP\�

VORZO\�VKLIWV�LWV�FHQWHU�DURXQG�FLWLHV��WKH�PRUH�

PLJUDWLRQ�KDSHQV��WKH�PRUH�UXUDO�SRSXODWLRQ�

GHFUHDVHV�DQG�XUEDQ�SRSXODWLRQ�LQFUHDVHV��,W�

EHFRPHV�KDUGHU�IRU�WKH�UXUDO�DUHDV�WR�GHYHORS��

UHVXOWLQJ�LQ�LQFUHDVH�LQ�UXUDO�XUEDQ�LQHTXDOLW\��

:KHQ� LQHTXDOLW\� UHDFKHV� LWV� SHDN�� LW� LV�

H[SHFWHG�WR�GHFUHDVH�DV�SHRSOH�EHFRPH�DZDUH�

of�their�problems.�In�addition,�other�bene¿cial�
SURFHVVHV� DVVRFLDWHG� ZLWK� LQGXVWULDOL]DWLRQ�

VXFK�DV�GHPRFUDWL]DWLRQ�DQG�WKH�GHYHORSPHQW�

RI�D�ZHOIDUH�VWDWH�ZLOO�WDNH�KROG�DQG�LQHTXDOLW\�

SUREOHP�LV�VORZO\�DGGUHVVHG�

,W� FRXOG�EH� WKDW�)',��ZKLFK� LV�D� IRUFH� WR�

GULYH�HFRQRPLF�JURZWK�DQG�GHYHORSPHQW��FDQ�

KDYH�WKLV�LQYHUWHG�8�VKDSH�UHODWLRQVKLS�ZLWK�

LQHTXDOLW\�� ,I� WKDW� LV� WKH� FDVH�� WKHQ� LW�PLJKW�

PDNH� VHQVH� WKDW� )',� ZRUVHQV� LQHTXDOLW\�

LQ� GHYHORSLQJ� FRXQWULHV� DQG� LPSURYHV� WKDW�

LQ� PRUH� GHYHORSHG� RQHV�� $OVR�� ZKHQ� D�

GHYHORSLQJ� FRXQWU\� UHDFKHV� D� WXUQLQJ� SRLQW��

WKHQ� LQHTXDOLW\� ZLWKLQ� WKDW� FRXQWU\� PD\�

GHFUHDVH� DV� )',� LQFUHDVHV�� 7KDW� LV� H[DFWO\�

what�Figini�and�Görg�(2011)�¿nd�in�their�study�
RI�PRUH�WKDQ�����FRXQWULHV�WKDW�WKH�HIIHFWV�RI�

)',�RQ�LQFRPH�LQHTXDOLW\�YDU\�ZLWK�WKH�OHYHO�

RI� HFRQRPLF� GHYHORSPHQW��0RUHRYHU�� VRPH�

OLWHUDWXUH�VXJJHVWV�WKDW�WKLV�LQYHUWHG�8�VKDSH�

UHODWLRQVKLS� GR� KROG� IRU� D� VLQJOH� FRXQWU\�

�)LJLQL� DQG� *RUJ�� ������ /HVVPDQQ�� ������

8FDO�HW�DO���������

4.�Empirical�strategies

7R�VWXG\�WKH�LPSDFWV�RI�)',�RQ�,+',��ZH�

run�the�following�regression:

/RJ,+',
LW
=αLogFDI

LW
+�βLogPRS

LW
+ϕ

W
+ϵ

LW
����

,QVWLWXWLRQDO� TXDOLW\� LV� DGGHG� WR� RXU�

empirical� speci¿cation,� which� applies� the�
)L[HG� HIIHFW� PRGHO�� IRU� SDQHO� GDWD�� $ORQJ�

ZLWK� )',�� LQVWLWXWLRQ� LV� DQ� LPSRUWDQW� IDFWRU�

DIIHFWLQJ� KXPDQ� GHYHORSPHQW� RI� D� FRXQWU\��

7KH� UROH� RI� LQVWLWXWLRQDO� TXDOLW\� LV� ZLGHO\�

acknowledged� in� the� development� ¿elds.�
,QVRIDU� DV� LQVWLWXWLRQDO� TXDOLW\� �356�� LV�

FRQFHUQHG�� ZH� ZDQW� WR� H[DPLQH� WKH� HIIHFWV�

RI�356�VXE�LQGLFHV�RQ�,+',�E\�WKH�IROORZLQJ�

equation:

/RJ,+',
LW
=αLogFDI

LW
+�βLogPRS

OLW
+ϕ

W
+ϵ

LW
����

0RUHRYHU��WR�IXUWKHU�ORRN�LQWR�WKH�LPSDFWV�

of� FDI� inÀows� on� particular� aspects� of�
inequality,�an�additional�speci¿cation�is:

,QHTXDOLW\
NLW
=αLogFDI

LW
+�βLogPRS

LW
+ϕ

W
+ϵ

LW�
���

ZKHUH�L�GHQRWHV�FRXQWU\�L��W�LV�\HDU�W��N�LV�

a� speci¿c� aspect� of� inequality� (comprising�
RI� LQHTXDOLW\� LQ� OLIH� H[SHFWDQF\�� HGXFDWLRQ�

DQG� LQFRPH��� O� LV� D� SDUWLFXODU� VXE�LQGH[� RI�

LQVWLWXWLRQDO�TXDOLW\�DV�PHQWLRQHG�DERYH�

� /RJ,+',
LW
� LV� WKH� QDWXUDO� ORJDULWKP� RI�

LQHTXDOLW\�DGMXVWHG� +XPDQ� 'HYHORSPHQW�

,QGH[�RI�FRXQWU\�L�LQ�\HDU�W�

�/RJ)',
LW
�LV�WKH�QDWXUDO�ORJDULWKP�RI�)',�

inÀows�of�country�i�in�year�t;

� /RJ356
LW
� LV� WKH� QDWXUDO� ORJDULWKP� RI�

LQGLFHV� FDOFXODWHG� IURP� VXE�LQGLFHV� WDNHQ�

IURP�,QWHUQDWLRQDO�&RXQWU\�5LVN�*XLGH�GDWD�

SURYLGHG�E\�WKH�356�JURXS��7KLV�YDULDEOH�LV�

D�SUR[\�IRU�LQVWLWXWLRQDO�TXDOLW\�RI�FRXQWULHV��

Sub-indices�are�comprised�of:

� 3UVYD
LW
� LV� WKH� LQGH[� RI� 9RLFH� DQG�

$FFRXQWDELOLW\�RI�FRXQWU\�L�LQ�\HDU�W�

4 As Fixed e:ect could help control for all countries’ time-invariant characteristics, it is considered a good model 
for panel data.
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� 3UVJH
LW
� LV� WKH� LQGH[� RI� *RYHUQPHQW�

(IIHFWLYHQHVV�RI�FRXQWU\�L�LQ�\HDU�W�

� 3UVFF
LW
� LV� WKH� LQGH[� RI� &RQWURO� RI�

&RUUXSWLRQ�RI�FRXQWU\�L�LQ�\HDU�W�

�3UVUT
LW
�LV�WKH�LQGH[�RI�5HJXODWRU\�4XDOLW\�

RI�FRXQWU\�L�LQ�\HDU�W�

�3UVSY
LW
�LV�WKH�LQGH[�RI�3ROLWLFDO�6WDELOLW\�

DQG�$EVHQFH�RI�9LROHQFH�RI�FRXQWU\�L�LQ�\HDU�

W�

� 3UVUO
LW
� LV� WKH� LQGH[� RI� 5XOH� RI� /DZ� RI�

FRXQWU\�L�LQ�\HDU�W�

� ,QHTXDOLW\
NLW
� LV� WKH� YDOXH� RI� LQHTXDOLW\�

LQ� GLIIHUHQW� DVSHFWV� RI� KXPDQ�GHYHORSPHQW��

ZKLFK� DUH� OLIH� H[SHFWDQF\�� HGXFDWLRQ� DQG�

LQFRPH��RI�FRXQWU\�L�LQ�\HDU�W��LQ�SHUFHQWDJH��

�ϕ
W
�GHQRWHV�WLPH�GXPPLHV�

The�coef¿cient�of�interest�in�the�previous�
equations�is�α,�which�measures�the�effects�of�
FDI� inÀows� on� inequality-adjusted� Human�
'HYHORSPHQW�,QGH[�LQ�(TXDWLRQV���DQG���DQG�

RQ�LQHTXDOLW\�LQ�(TXDWLRQ���IRU�DOO�FRXQWULHV�LQ�

WKH�VDPSOH��,I�)',�GRHV�KHOS�WKHVH�FRXQWULHV�

LPSURYH�WKHLU�KXPDQ�GHYHORSPHQW��DV�VKRZQ�

LQ�(TXDWLRQV���DQG����RU�UDLVH�WKH�LQHTXDOLW\�LQ�

Equation�3,� this�coef¿cient�will�be�positive.�
7DEOH���SUHVHQWV�WKH�VXPPDU\�VWDWLVWLFV��

Table�1.�Summary�Statistics�of�Variables

Variable 2EV Mean Std.�Dev. Min 0D[

LogIHDI ��� �������� ��������� ��������� ��������

LogHDI ��� -0.35438 ��������� ��������� ��������

LogFDI ��� 1.060098 ��������� -6.389286 ��������

LaglogFDI ��� �������� �������� -6.389286 ��������

LogFDIPOP ��� ��������� 2.198337 �������� ���������

Inequalityinlifeexpectancy ��� 15.12388 ��������� ����� ����

Inequalityineducation ��� �������� �������� ����� ����

Inequalityinincome ��� �������� 10.93458 ���� 68.3
Inequalityadjustedlifeexpectancy ��� 0.74842 ��������� ����� ����

Inequalityadjustededucation ��� �������� �������� ����� 8.3
Inequalityadjustedincome ��� 0.532589 ��������� 0.187 ���

LogPRS ��� �������� ��������� -1.22078 -0.05783
LogPRSVA ��� -0.4181 0.3665805 -1.568616 �

LogPRSPV ��� -0.38688 �������� -0.8915981 -0.12783
LogPRSGE ��� �������� 0.4485587 -1.386294 �

LogPRSRQ ��� �������� 0.258797 ���������� �

LogPRSRL ��� �������� 0.3838851 ����������

LogPRSCC ��� -0.89318 0.3948903 ���������� -0.08338

5 Please contact the authors for further information of the appendix about the correlation of the main variable.
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5.�Sample�and�data

)RU� WKH� DERYH� UHVHDUFK� REMHFWLYHV�� RXU�

VDPSOH�WKXV�FRPSULVHV�RI����$IULFDQ�FRXQWULHV��

��� $VLDQ� FRXQWULHV�� ��� /DWLQ� $PHULFDQ�

DQG� &DUULEHDQ� FRXQWULHV�� DQG� ��� (XURSHDQ�

FRXQWULHV� LQ� WKH�SHULRG� RI������ ±�������$OO�

WKH�YDULDEOHV�H[FHSW�ODJORJ)',�KDYH�DW�OHDVW�

����REVHUYDWLRQV��,Q�RXU�DQDO\VLV��ZH�GURSSHG�

YDULDEOHV� ZLWK� LQFRPSOHWH� REVHUYDWLRQV� WR�

JXDUDQWHH� FRQVLVWHQF\�� +HQFH�� RQO\� ����

REVHUYDWLRQV�UHPDLQHG��7KH�GDWD�DUH�IURP�WKH�

IROORZLQJ�VRXUFHV�

,QHTXDOLW\�DGMXVWHG�+XPDQ�GHYHORSPHQW�

LQGH[��,+',�

The� data� is� taken� from� the� of¿cial�
ZHEVLWH�RI�WKH�8QLWHG�1DWLRQV�'HYHORSPHQW�

3URJUDPPH��81'3���7KH�GDWD� IRU� WKH�RWKHU�

YDULDEOHV� RI� ,QHTXDOLW\LQOLIHH[SHFWDQF\��

,QHTXDOLW\LQHGXFDWLRQ�� ,QHTXDOLW\LQLQFRPH��

, Q H T X D O L W \ D G M X V W H G H [ S H F W D Q F \ ��

DQG� ,QHTXDOLW\DGMXVWHGHGXFDWLRQ��

,QHTXDOLW\DGMXVWHGLQFRPH�DUH�DOVR� IURP�WKH�

81'3��)LJXUH���GHVFULEHV�VWHSV�WR�FDOFXODWH�

,+',�

FDI�Àows

Data�of�FDI�net�inÀows�were�collected�from�
WKH� RQOLQH� GDWDEDVH� RI�:RUOG� 'HYHORSPHQW�

,QGLFDWRU� RQ� WKH� ZHEVLWH� RI� :RUOG� %DQN��

:H� XVHG� )',� SHU� FDSLWD� �)',323��� ZKLFK�

is� calculated� by� FDI� net� inÀows� over�
SRSXODWLRQ��DV�DQ�LQWUXPHQWDO�YDULDEOH�LQ�WKH�

�6/6� UHJUHVVLRQ� WR�FRUUHFW� IRU� WKH� SRWHQWLDO�

SUREOHP�RI�HQGRJHQLW\��7KH�SRSXODWLRQ�GDWD�

FRPH�IURP�WKH�VDPH�RQOLQH�GDWDEDVH�RI�:RUOG�

'HYHORSPHQW�,QGLFDWRU�

356��,QVWLWXWLRQ�

,QGLFHV� IRU� FRXQWULHV¶� LQVWLWXWLRQ� VXFK� DV�

3ROLWLFDO� 6WDELOLW\� DQG�$EVHQFH� RI�9LROHQFH�

�3UVSYLW��� 5HJXODWRU\� 4XDOLW\� �3UVUTLW���

&RQWURO� RI� &RUUXSWLRQ� �3UVFFLW��� 9RLFH� DQG�

$FFRXQWDELOLW\� �3UVYDLW��� *RYHUQPHQW�

(IIHFWLYHQHVV� �3UVJHLW�� DQG� 5XOH� RI� /DZ�

�3UVUOLW�� DUH� IURP� WKH� ,QWHUQDWLRQDO� &RXQWU\�

5LVN�*XLGH��,&5*��GDWDEDVH�SURYLGHG�E\�356�

Group.�The�¿nal� index�of�PRS�is�calculated�
E\�WDNLQJ�WKH�VLPSOH�DYHUDJH�RI�WKHVH�DERYH�

VL[�VXE�LQGLFHV�

6.�Results

7R� DGGUHVV� WKH� UHVHDUFK� TXHVWLRQV�� WKH�

DXWKRUV�DQDO\]HG�WKH�HIIHFWV�RI�)',�RQ�,+',�

LQ�JHQHUDO�IRU�DOO�FRXQWULHV�XVLQJ�WKH�VDPSOH�

GXULQJ� ������ ������ :H� H[DPLQHG� KRZ� WKH�

HIIHFWV� RI� )',� RQ� ,+',� FKDQJH� DFURVV� IRXU�

Figure�1.�Steps�to�calculate�Inequality-adjusted�Human�development�index

6RXUFH��8QLWHG�1DWLRQV�'HYHORSPHQW�3URJUDPPH�������
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FRQWLQHQWV��)LQDOO\��ZH�GLVFXVVHG� WKH�HIIHFWV�

RI�)',�RQ�LQHTXDOLW\�DFURVV�FRQWLQHQWV�

3ULRU�WR�UXQQLQJ�WKH�PRGHOV��WKH�+DXVPDQ�

WHVW� LV� XVHG� WR� GHWHUPLQH� WKH� PRVW� VXLWDEOH�

HVWLPDWLRQ� PHWKRG�� 7KH� UHVXOWV� RI� WKH�

test� con¿rmed� that� the� Fixed-Effect� (FE)�
HVWLPDWLRQ� PHWKRG� VKRXOG� EH� XVHG� LQ� WKLV�

VWXG\��7KXV��LQ�WKH�IROORZLQJ�VHFWLRQV��ZH�ZLOO�

RQO\�FRQVLGHU�HVWLPDWLRQ�UHVXOWV�DSSO\LQJ�WKH�

)(�PHWKRG��,Q�DGGLWLRQ��WR�VROYH�WKH�SRWHQWLDO�

HQGRJHQLW\�SUREOHP�EHWZHHQ�)',�DQG�,+',��

ZH�SHUIRUPHG�WZR�VWDJH�OHDVW�VTXDUH���6/6��

HVWLPDWLRQ�PHWKRG�IRU�RXU�PRGHOV�

����� %DVHOLQH� UHVXOWV� IRU� WKH� HIIHFWV� RI�

)',�RQ�KXPDQ�GHYHORSPHQW

This� section� addresses� our� ¿rst� research�
TXHVWLRQ� RI� KRZ� )',� DIIHFWV� WKH� ,QHTXDOLW\�

DGMXVWHG� +XPDQ� 'HYHORSPHQW� ,QGH[��

5HJUHVVLRQV� ZLWK� EDVLF� YDULDEOHV� RI�

/RJ)',
LW
�/RJ356

LW
�� DQG� /RJ356

OLW
� \LHOG�

WKH� IROORZLQJ� EDVHOLQH� UHVXOWV� &ROXPQV� ����

DQG� ���� LQ�7DEOH��� LQGLFDWH� WKDW�)',� KDV�QR�

statistically�signi¿cant�effect�on�IHDI�for�all�
FRXQWULHV��7KH�UHVXOWV�RI��6/6�UHJUHVVLRQV�LQ�

Columns�3�and�4�show�signi¿cantly�negative�
impacts� of� FDI� net� inÀows� on� human�
GHYHORSPHQW��7KH�QHJDWLYH�VLJQ�LV�FRQVLVWHQW�

DFURVV� IRXU� UHJUHVVLRQV�� ZKLFK� PHDQV� WKDW�

)',� GRHV� KDYH� QHJDWLYH� LPSDFWV� RQ� KXPDQ�

GHYHORSPHQW� DV� WKH� HQGRJHQHLW\� SUREOHP� LV�

FRQWUROOHG�IRU�

7KH�UHVXOWV�DUH�RQFH�DJDLQ�FRQVLVWHQW�ZKHQ�

ZH�MX[WDSRVH�WKH�VLPLODU�UHJUHVVLRQV�IRU�+',�

DJDLQVW� WKRVH� IRU� ,+',� IRU� FRPSDULVRQ��7KH�

sign,�value�and�signi¿cance�level�of� logFDI�
LQ� &ROXPQV� ���� DQG� ���� VKRZ� QHJDWLYH�

impacts� on� logHDI.� The� results� reaf¿rm�
that� FDI� inÀows�do� not�help� host� countries�
WR� LPSURYH� WKHLU� KXPDQ� GHYHORSPHQW�� 7KLV�

PD\�EH�SDUWO\�GXH�WR�WKH�LQHTXDOLW\�SUREOHP�

caused�by�FDI�inÀows,�which�we�will�discuss�
IXUWKHU� ODWHU�� &ROXPQ� ���� GHPRQVWUDWHV� WKH�

inÀuences� of� independent� variables� on� the�
GLIIHUHQFH�EHWZHHQ�,+',�DQG�+',��$OWKRXJK�

WKH�VLJQ�LV�SRVLWYH��WKH�HIIHFW�LV�QRW�VWDWLVWLFDOO\�

signi¿cant.

5HJDUGLQJ� WKH� LQVWLWXWLRQDO� TXDOLW\�

variables,�the�coef¿cients�are�not�signi¿cant�
LQ�DOO�UHJUHVVLRQV��ZKHUH�ORJ,+',�RU�ORJ+',�

LV�WKH�GHSHQGHQW�YDULDEOH��7KLV�PD\�EH�GXH�WR�

WKH�IDFW�WKDW�WKH�VL[�VXE�LQGLFHV�RI�LQVWLWXWLRQDO�

TXDOLW\�356�JHQHUDOO\�KDYH�GLIIHUHQW�HIIHFWV�

RQ� WKH� ,+',� LQGH[� DQG�VXFK� HIIHFWV�DUH� QRW�

VLPXOWDQHRXV�LQ�D�VLQJOH�GLUHFWLRQ��7KHUHIRUH��

LQ�DGGLWLRQ�WR�WKH�356�LQ�JHQHUDO��ZH�ZLOO�VWXG\�

LQ�JUHDWHU�GHWDLOV�WKH�LPSDFWV�RI�GLIIHUHQW�356�

FRPSRQHQWV��ZKLFK� DUH�3UVYD��3UVSY�� 3UVJH��

3UVUO��3UVUT��3UVFF��RQ�,+',�

����� 5HVXOWV� IRU� WKH� HIIHFWV� RI� )',� RQ�

,+',�E\�FRQWLQHQWV

7KLV� VHFWLRQ� DGGUHVVHV� RXU� VHFRQG�

UHVHDUFK� TXHVWLRQ� RI� WR� ZKDW� H[WHQW� WKH�

HIIHFWV�RI�)',�RQ� ,+',�YDU\�DFURVV�UHJLRQV��

$FFRUGLQJO\��ZH�FDWHJRUL]HG�WKH�VDPSOH�LQWR�

IRXU�JURXSV�RI�GLIIHUHQW�JHRJUDSKLFDO�UHJLRQV��

The�classi¿cation�of�groups� is�based�on� the�
classi¿cations� listed�on� the�United�Nation‘s�
ZHEVLWH�� $IWHU� FDWHJRUL]LQJ�� *URXSV� ��� ���

��� DQG� �� LQFOXGH� FRXQWULHV� LQ� $IULFD��$VLD��

/DWLQ� $PHULFD� 	� &DULEEHDQ�� DQG� (XURSH��

UHVSHFWLYHO\�

2XU� RWKHU� UHJUHVVLRQ� UHVXOWV� VKRZ� WKDW�

FDI� inÀows� positively� impact� human�
GHYHORSPHQW� LQ� $VLD�� EXW� QRW� LQ� WKH� RWKHU�

FRQWLQHQWV��:H�DOVR�UXQ��6/6�HVWLPDWLRQV�WR�

GHDO�ZLWK�WKH�HQGRJHQLW\�SUREOHP��7KH�UHVXOWV�

UHPDLQ�PRUH�RU� OHVV�WKH� VDPH�� ,Q�SDUWLFXODU��

when�FDI�inÀows�in�Asian�countries�increase,�
,+',�GHFUHDVHV��ZKLFK�LV�FRQVLVWHQW�ZLWK�WKH�

EDVHOLQH�UHVXOWV�
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The�impact�is�mostly�not�signi¿cant�when�
we�use� current� inward�FDI.� It� is� signi¿cant�
LQ�$IULFD� ZKHQ� ZH� XVH� WKH� ODJJHG� )',� IRU�

one� year.� The� sign,� value,� and� signi¿cance�
OHYHO� RI� ODJORJ)',� VKRZ� WKH� VWDWLVWLFDOO\�

SRVLWLYH�LPSDFWV�RI�)',�LQ�\HDU�W���RQ�KXPDQ�

GHYHORSPHQW�LQ�$IULFDQ�FRXQWULHV��7KLV�LV�QRW�

LQ�FRQWUDVW�ZLWK�RXU�EDVHOLQH�UHVXOWV�DV�WKH�VLJQ�

RI�ORJ)',�IRU�$IULFD�LV�VWLOO�QHJDWLYH��WKRXJK�

not�statistically�signi¿cant.� In� this�particular�
FRQWLQHQW��SUHYLRXV�\HDU�LQZDUG�)',�SOD\V�DQ�

HVVHQWLDO�UROH�WR�HQKDQFH�KXPDQ�GHYHORSPHQW�

RI�WKH�FXUUHQW�\HDU��,W�PD\�EH�GXH�WR�WKH�IDFW�

WKDW� )',� XVXDOO\� FRPHV� ZLWK� SUREOHPV� DV�

GLVFXVVHG�LQ�WKH�WKHRUHWLFDO�VHFWLRQ��)',�LV�D�

ORQJ�WHUP�VRXUFH�RI�FDSLWDO�DQG�LW�QHHGV�ORQJ�

WLPH�WR�VHUYH�LWV�SXUSRVH�

7R� IXWKHU� H[SORUH� WKH� HIIHFW� RI� )',� RQ�

,+',��ZH�FRQVLGHU�HDFK�FRQWLQHQW�VHSHUDWHO\�

WKURXJK�VPDOOHU�VXE�UHJLRQV��ZLWK�UHVSHFW�WR�

GLIIHUHQW� VXE�LQGLFHV� RI� LQVWLWXWLRQDO�TXDOLW\��

7KH� UHVXOWV� UHYHDO� WKDW� WKH� LPSDFW� RI� )',�

inÀows�on�IHDI�varies�from�region�to�region.

����� 5HVXOWV� IRU� WKH� LPSDFWV� RI� )',� RQ�

speci¿c�aspects�of�inequality

$SDUW� IURP� LQYHVWLJDWLQJ� WKH� HIIHFWV� RI�

)',� RQ� KXPDQ� GHYHORSPHQW� LQ� JHQHUDO��ZH�

DUH�SDUWLFXODUO\�LQWHUHVWHG�LQ�LQHTXDOLW\��7KLV�

section� addresses� the� ¿nal� question� of� how�
)',� DIIHFWV� LQHTXDOLW\"�5DWKHU� WKDQ� ORRNLQJ�

LQWR� LQHTXDOLW\� LQ� JHQHUDO�� ZH� DQDO\]HG� WKH�

HIIHFWV� RQ� OLIH� H[SHFWDQF\�� HGXFDWLRQ�� DQG�

LQFRPH� RI� WKH� KRVW� FRXQWULHV�:H� DOVR� ORRN�

LQWR� WKUHH� DVSHFWV� RI� ,+',� EHLQJ� DGMXVWHG�

IRU� LQHTXDOLW\��7DEOH���VKRZV� UHVXOWV� IRU� WKH�

HQWLUH�VDPSOH�

Table�3.�Results�for�the�effects�of�FDI�on�speci¿c�aspects�of�Inequality�and�IHDI

VARIABLES
��� ��� ��� ��� ��� ���

Inequality Inequalityadjusted
logfdi ����� ������� �����
 -0.00981 �������� �������


� ������� ������� ������� �������� (0.00845) ��������

logprs ������ ����� ������ 0.0881 ������� �������

� ������� ������� ������� ������� ������� �������

Constant 14.48*** �����


 �����


 ������


 ������


 ������




� (1.281) ������� ������� �������� �������� �������

Observations ��� ��� ��� ��� ��� ���

R-squared ����� ����� 0.008 ����� ����� �����

Number�of�id ��� ��� ��� ��� ��� ���

Type )( )( )( )( )( )(

2EV $OO $OO $OO $OO $OO $OO

Regression ;WUHJ ;WUHJ ;WUHJ ;WUHJ ;WUHJ ;WUHJ

Timedummies 1R 1R 1R 1R 1R 1R

�������� LQHTXDOLW\� LQ� OLIH� H[SHFWDQF\�� LQHTXDOLW\� LQ� HGXFDWLRQ�� LQHTXDOLW\� LQ� LQFRPH�� �������

LQHTXDOLW\�DGMXVWHG�OLIH�H[SHFWDQF\��LQHTXDOLW\�DGMXVWHG�HGXFDWLRQ��LQHTXDOLW\�DGMXVWHG�LQFRPH��

The�panel�technique�of�Fixed�effect�is�applied.�***/**/*�present�signi¿cant�level�of�t-statistics�
at�%/5%/10%�level.)
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While� FDI� inÀows� have� no� signi¿cant�
LPSDFWV�RQ� WKH�LQHTXDOLW\� LQ� OLIH�H[SHFWDQF\�

DQG� HGXFDWLRQ�� WKH\� DJJUDYDWH� LQHTXDOLW\� LQ�

LQFRPH��)',�GRHV�LQGHHG�ZLGHQ� WKH�JDSV� LQ�

LQFRPH�� )RU� WKUHH� DVSHFWV� RI� ,+',�� ZH� FDQ�

conclude�that�FDI�inÀows�have�no�signi¿cant�
LPSDFW�RQ�LQHTXDOLW\�DGMXVWHG�OLIH�H[SHFWDQF\�

DQG�HGXFDWLRQ��EXW�UHGXFH�LQHTXDOLW\�DGMXVWHG�

LQFRPH��7KLV�LV�LQ�OLQH�ZLWK�WKH�DERYH�UHVXOWV��

indicating� that� FDI� inÀows� have� negative�
LPSOLFDWLRQV�IRU�LQFRPH�RI�WKH�KRVW�FRXQWULHV��

Not� only� do� these� foreign� capital� inÀows�
ORZHU� LQFRPH� OHYHO� LQ� JHQHUDO� EXW� WKH\�

ZRUVHQ�WKH�LQFRPH�LQHTXDOLW\�SUREOHP�LQ�WKH�

KRVW�FRXQWULHV�

)XUWKHUPRUH�� HYHQ� WKRXJK� QRW� UHSRUWHG�

KHUH�RXU�RWKHU�UHVXOWV�VKRZ�WKH�HIIHFWV�RI�)',�

RQ� LQHTXDOLW\�ZKHQ�GLYLGLQJ� WKH� VDPSOH� LQWR�

IRXU� FRQWLQHQWV�� 7KH� UHVXOWV� DUH�PL[HG� IURP�

UHJLRQ�WR�UHJLRQ�DQG�DPELJXRXV�IRU�GLIIHUHQW�

DVSHFWV�RI�LQHTXDOLW\��H[FHSW�IRU�FDVH�RI�$VLD��

,Q�$VLD�� )',� KDV� SRVLWLYH� HIIHFWV� RQ� LQFRPH�

LQHTXDOLW\�� ZKLFK� PHDQV� LW� FDQ� EURDGHQ� WKH�

LQFRPH�JDSV��7KH�UHVXOWV�LV�FRQVLVWHQW�ZLWK�&DR�

(2017),� where� FDI� contributes� signi¿cantly�
WR�LQFUHDVH�LQ�LQFRPH�LQHTXDOLW\�RI����$VLDQ�

FRXQWULHV�LQ�WKH�SHULRG�RI������������

:H�DOVR�VXPPDUL]HV�UHVXOWV�RI�WKH�HIIHFWV�

RI� )',� RQ� WKUHH� DVSHFWV� RI� ,+',� DFURVV�

continents.�There�are� statistically�signi¿cant�
UHVXOWV�IRU�/DWLQ�$PHULFD�DQG�&DULEEH�EXW�QRW�

for�Asia.�The�sign,�value�and�signi¿cance�level�
RI� WKH� UHVXOWV� IRU� ORJDGMXVWHGOLIHH[SHFWDQF\�

GHPRQWUDWH� D� SRVWLYH� HIIHFW� RI� )',� RQ� OLIH�

H[SHFWDQF\� LQ� /DWLQ� $PHULFD� DQG� &DULEEH��

ZKHUHDV�WKDW�IRU�ORJDGMXVWHGLQFRPH�LOOXVWUDWH�

D�QHJDWLYH�HIIHFW�RI�)',�RQ�LQFRPH��,W�PHDQV�

WKDW� )',� FDQ� FRQWULEXWH� WR� LQFUHDVH� WKH�

ORQJHYLW\�RI�SHRSOH�LQ�WKLV�UHJLRQ�EXW�UHGXFH�

WKHLU�LQFRPH�OHYHO�

The� results� reÀect� partly� the� current�
VLWXDWLRQ� RI� /DWLQ�$PHULFD� DQG� &DULEEHDQ��

ZKHUH� UHFHQWO\� JRYHUQPHQWV� KDYH�

VWUHQJWKHQHG� SROLFLHV� WR� DWWUDFW� IRUHLJQ�

LQYHVWPHQW�� 7KH� ����� UHSRUW� ³)RUHLJQ�

'LUHFW�,QYHVWPHQW�LQ�/DWLQ�$PHULFD�DQG�WKH�

&DULEEHDQ³�E\�81�VWDWHG�WKDW�VRPH�FRXQWULHV�

LQ� WKH� UHJLRQ� KDYH� FOHDU� SROLFLHV� WKDW� DUH�

focused�on�supporting�the�activities�of�¿rms�
ZLWK� EHWWHU� HQYLURQPHQWDO� PDQDJHPHQW��

)RU�H[DPSOH��%UD]LO� HPSKDVL]HV�SUHVHUYLQJ�

ELRGLYHUVLW\�� SDUWLFXODUO\� WR� KDOW� WKH�

GHIRUHVWDWLRQ� RI� WKH� $PD]RQ�� 0H[LFR� DQG�

&KLOH� VXSSRUW� WKH� UHQHZDEOH� HQHUJ\� VHFWRU��

&RVWD� 5LFD� EDQ� RQ�PLQLQJ� DFWLYLWLHV�� 6XFK�

SROLFLHV� SURYH� WR� EH� XVHIXO� LQ� LQFUHDVLQJ�

SXEOLF� KHDOWK� DQG� KHQFH� ORQJHU� OLIH�

H[SHFWDQF\�

7.�Conclusions

8VLQJ�SDQHO�GDWD�RI�����FRXQWULHV�GXULQJ�

WKH�SHULRG�RI������������ZH�SURYLGH�HYLGHQFH�

on�the�impacts�of�FDI�inÀows�on�inequality-
DGMXVWHG� KXPDQ� GHYHORSPHQW� LQGH[� �,+',��

of� these� countries.� We� ¿nd� a� negative�
UHODWLRQVKLS�EHWZHHQ�)',�DQG�,+',�RQ�D�JOREDO�

VFDOH��7KLV�UHODWLRQVKLS�UHPDLQV�HYHQ�DIWHU�ZH�

control� for� the�speci¿c�aspects�of�voice�and�
DFFRXQWDELOLW\�� JRYHUQPHQW� HIIHFWLYHQHVV��

FRQWURO� RI� FRUUXSWLRQ�� UHJXODWRU\� TXDOLW\��

SROLWLFDO� VWDELOLW\� DQG� DEVHQFH� RI� YLROHQFH��

DQG�UXOH�RI�ODZ��1RQHWKHOHVV��DV�ZH�H[DPLQH�

GDWD�VHSDUDWHO\�IRU�IRXU�FRQWLQHQWV��WKH�UHVXOWV�

GHPRQVWUDWH�GLIIHUHQW�HIIHFWV�RI�)',�RQ�,+',��

$IULFD�LV�WKH�RQO\�H[FHSWLRQ��ZKHUH�)',�KDV�

SRVLWLYH�HIIHFWV�RQ�,+',�EXW�WKHVH�HIIHFWV�DUH�

WLPH� ODJJHG�� :KHQ� FRQGXFWLQJ� UHJUHVVLRQV�

XQGHU� VXE�LQGLFHV� RI� LQVWLWXWLRQDO� TXDOLW\��

we� ¿nd� that� two� sub-indices� of� control� of�
FRUUXSWLRQ�� YRLFH� DQG� DFFRXQWDEOLW\� KDYH�

9e results re8ect partly the 
current situation 
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