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Abstract:

Foreign direct investment not only contributes to economic growth and
development, but also affects the way incomes are distributed in host countries, whether
in developing or developed countries. The aim of this research is to analyze the effect of
foreign direct investment on income distribution in high-income countries. A fixed-
effects model was adopted to estimate the Standard Model using paired data for 14
high-income countries for the period 2000-2020. The estimated model took into account
the effect of the unemployment rate, the rate of government spending of the gross
domestic product, the inflation rate. In addition to the proportion of foreign direct
investment from the gross domestic product, as variables that explain the distribution of
income expressed as a ratio of the income share of the poorest 40% to the income share
of the richest 20% of the population. The empirical results showed that FDI contributes
to improving income distribution in favor of the poor in high-income countries. On the
other hand, the results demonstrated a negative significant effect of both the
unemployment rate and the inflation rate on income distribution, while the effect of
government spending was positive on the fairness of income distribution in high-income
countries.
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Country N | Minimum | Maximum | Mean S.td'.
Deviation
Austria 21 | -7.315883 | 25.66540 | 2.205075 | 7.455782
Deutschland 21 | -0.726488 | 12.76319 | 2.472306 | 2.563283
Denmark 21 | -4.997670 | 21.93809 | 1.871692 | 5.357166
Spain 21 | 0.642832 | 6.786944 | 3.044864 | 1.545719
Finland 21 | -3.836157 | 10.74093 | 3.552620 | 3.955114
France 21 | 0.203525 | 3.876693 | 2.073571 | 1.051136
Great Britain 21 | 0.079012 | 12.06028 | 4.298180 | 3.490640
Ireland 21 | -11.68395 | 81.33464 | 20.84763 | 18.29014
Italy 21 | -0.396088 | 2.984923 | 1.209809 | 0.822460
Luxembourg 21 | -58.32288 | 75.96383 | 19.17176 | 31.17853
Norway 21 | -5.061605 | 6.187028 | 2.204122 | 2.559297
Sweden 21 | -1.481929 | 9.393031 | 3.508121 | 3.243789
Uruguay 21 | -0.908893 | 12.47273 | 4.310351 | 2.935595
U.S. of America| 21 | 1.015460 | 3.405318 | 1.786661 | 0.635184
All 294 | -58.32288 | 81.33464 |5.182626 | 11.70617
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(2020
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Country N | Minimum | Maximum | Mean "
Deviation
Austria 21 | 0.770992 | 0.842667 |0.802178 | 0.018080
Deutschland 21 | 0.745679 | 0.835544 |0.781176 | 0.019897
Denmark 21 | 0.793743 | 0.964912 | 0.859836 | 0.048529
Spain 21 | 0.681293 | 0.777494 |0.716732 | 0.024462
Finland 21 | 0.769417 | 0.876374 |0.852931 | 0.025221
France 21 | 0.705742 | 0.814621 | 0.740662 | 0.032109
Great Britain 21 | 0.613687 | 0.726963 | 0.688037 | 0.028278
Ireland 21 | 0.708134 | 0.783715 | 0.7409/3 | 0.017060
Italy 21 | 0.689342 | 0.780000 |0.742694 | 0.019491
Luxembourg | 21 | 0.696682 | 0.805699 | 0.763217 | 0.030277
Norway 21 | 0.735802 | 0.933908 | 0.867609 | 0.051803
Sweden 21 | 0.806018 | 0.933718 | 0.859056 | 0.033216
Uruguay 21 | 0.524085 | 0.628436 |0.573876 | 0.039364
U.S. of America| 21 | 0.580000 | 0.620000 | 0.597619 | 0.009952
All 294 | 0.524085 | 0.964912 | 0.756185 | 0.094145
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On (Level)
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-2.951*** -1.399*
UNE
(0.002) (0.081)
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On (Level)
Individual Intercept Indiv. Inter. & Trend
-1.843** -1.454*
GEX
(0.033) (0.073)
INF -4.516*** -3.489***
(0.000) (0.000)

(p- value) 4dlaia¥) dad N 508 G gl (G dadll
* Significant at 10% level
** significant at 5% level
*** significant at 1% level
Eviews-12 4l Gl i (N abia) sl dee (0 1 jaadll
(PRM) Pooled Regression _laai¥) ziles i sl (£) Jsaad) (i yzy i gail) pali |
(REM) Random Effects Model s Fixed Effects Model (FEM)_s Model
DY) 3 gad i il 1(£) Jsaal

Panel Data
Cross-Section Panel
Included:14 el [ Y
Pooled Regression Fixed Effects Random Effects
Variables Model (PRM) Model (FEM) Model (REM)
Coefficient | Prob. | Coefficient | Prob. | Coefficient | Prob.
C 1.121128 | 0.000 | 0.647798 | 0.000 | 0.687053 | 0.000
FDI, -0.000778 | 0.094 | 0.000439 | 0.000 | 0.000516 | 0.004
UNE, -0.006172 | 0.000 | -0.001772 | 0.000 | -0.002317 | 0.003
GEX; -0.003029 | 0.000 | 0.001267 | 0.000 | 0.000900 | 0.127
INF; -0.011482 | 0.000 | -0.000329 | 0.047 | -0.000651 | 0.467
R? 0.250620 0.906091 0.066650
R2-Adj 0.240248 0.900306 0.053731
F-statistic 24.163** 2128.376** 5.15932**
Prob (F- statistic) 0.000 0.000 0.000
D.W 0.268359 1.963347 0.824533

Eviews-12 4l Sla ae I alin) cpfialll dee e 2 2adll
Al @il Z3siy (PRM) paaall laad¥l z3sa Gn dlalidl
1(0) ) Jsaall (8 dsum gl daill ((Fisher F) JlLis) aladind o5 ((FEM)
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o 5 558 (FEM) 5 (PRM) 2 sai s ALaliall (F) S sl il (0) Jsaal
(2020-2000) s yall Jaall <ld J gall
Redundant Fixed Effects Tests
Test cross-section fixed effects
Effects Test Statistic d.f. Prob.
Cross-section F 2022.3009** | (13,276) 0.000
** significant at 1% level
Eviews-12 daall Sls a1l cialll dae (a1 sl
(0.000) 4xlull5 (F) JLiay ddlaia¥) dadll e Talaie] 5 (0) a8 Jgand) il yul
O Ay (%) siuall de ggina JUERY OF ) el L (%1) 0 B & Sl
O AL sl aeadll lasiW) z3sal e hndl s AW ol lasdl 23 sl
-2000) saall piiyall Jaall b Jsall de genal JAN mg s dplaBY) < il
Al gal) < il 23 sais (FEM) A il il z3sa o Alaladl (3l (2020
(V) iy dsasll (A JLAY) =l jedat Cua (Hausman Jid) saiiui ((REM)
(REM) s (FEM) (o33 9o (g dlalial Hausman oles sa HLia) 35 2 () J gaall
(2020-2000) i yall Jaall ld Jgal) & Jaall g 553

Correlated Random Effects - Hausman Test
Test cross-section random effects
Test Summary Chi-Sqg. Statistic |Chi-Sg. d.f.| Prob.
Cross-section random *%16.4482 4 0.002
Cross-section random effects test comparisons:

Variable Fixed Random Var (Diff.) | Prob.
FDI; 0.000529 0.000516 *0.0000 0.037
UNE; -0.001973 -0.002317 *0.0000 0.023
GEX; 0.001283 0.000900 0.0000* 0.028
INF; -0.000294 -0.000651 0.0000** 0.002

** significant at 1% level
* Significant at 5% level

Eviews-12 daa il Gl jaae ol Gialll dee (e 1 jall
s die Aysime Hausman Jbiay ddlaia¥) dedll Gf oel Jsaall e iy
A gial) ol g AN LA G 358l et ALY Al G Laadly WS (%1)
Opn 138 5 ((%5) (s siasall die dilian) Ao @3 (5,5l 0da () i Las (%5) (e JB cilS
O ABall 500 A0 gl ) ) 23 sadl e izl ga Anl ol 8 23 ead of
Al de & adiall Jaall cld Jsall de geaad JRal) w355 Gas AalaBY) il il
.(2020-2000) 3241l JMa

Ya¢


http://www.doi.org/10.25130/tjaes.18.60.2.15

Tikrit Journal of Administrative and Economic Sciences, (31/12/2022); Vol. 18, No. 60, Part (2): 284-299
Doi: www.doi.org/10.25130/tjaes.18.60.2.15

bl il L)) LalaiBY) ol ppaiall 50 o) s ASUN il il 73 gall gl Julal o

Jaall @iy Jaall de sanal J2 a8 A (pdazdl Jame esSall Glay) dllad) dus
4l (S () @B Jsandl il JA (a5 (2020-2000) el IS Al all dye 6 2yl
RN E

daall iy Jaall ol Jaall a s el ssima Ll Halid) aa¥) L
) (%1) = Sl (i) L) Lo a3 e (%1) Lsine 5 sisa Yo 5 oSyl
A€ OISl (o (%A0) SBY) Jas daa d ) ) (g @ G aaY] laal) )
iy of Aagill 038 iy (%0.044) Jhie (OIS e (%20) Y dao das
S claiall Zl bl (I sagi adisell Jaall @y Jaall ) pdball a1 Ly
Jalse 5 latiall L) Sl il sy Aleal) CiS gl g Ul Galli g (Jall Gl
b e ealaall Al o U L 5 ,LEY) anliall (e s Aeadiodll dpalmy) Ayl oY)
sl () salaad) aa ¥V HLiad) da il a1 anad) 2 55 alall Allead) 48 (e A Jaall
o5 Al Jae b BIA 3 agaans bl Y1 LAY o Gl g sall Ja) il
Bl il el Joaa

(6 sise die 5 adi all Jaall cld Jal) (8 Jaall a )55 b ouSe (g sina Ll Al
(%A40) J8Y) Jao dan aal i A elld 505 (%1) —» Akl du ol 3l 2ind ((%1) 4 siza
o2 a5 (%0.177) ey (OSadl (10 (%20) Y1 Jas das () Lai€) Gl (0
O5Sis el Aag pd ol adi ) Jaal) cld Jsall 8 Alladl da ) aie 4l ) dagl
GO e day il oda ol Jaall dias (mliad) ) @l sagan G SV i) a
el gl Ay s e Ly Tt a5 o e 38 30 il 2

die 5 i pall Jaall S dpall (8 J8 a5 55 (8 (o] 5 i S (e S LD
el ol =l Al (%1) = Az sSall Cladill 4 abo )l 2128 (%) 4 sive (5 sl
Y Jas das ) i) IS (e (%40) L8Y) a0 das plai ) ) gas Sllb
Oy oo sSall QY O ) il 038 miasis (%0.127) e (Ul e (%20)
43 Jsanall B satl) ol o) 5 Slie Alaall lile |y Aliaial) Lo Laia ¥ <Ol aill oS Jidla
Al ) Giniadd) e Jgeay Ay graa s T Guiatiaal) IS Jady ¢ Aa 0 ) s UK alai
L3k sl

(6 siasa die 5 adi yall Jaal @l Jall 8 Jaal) 0 )58 (A uSe 5 gine i sl
DAY Jas dan a5 ) @l o (%) = adekll Jare gl disd (%5) A size
(%0.033) ey (Sl e (%20) Y Jas das ) dui€) OISl (e (%40)
Ayl O adi el Jaall cld Jsall A adaill Jaee plii ) aie adl ) dagill o8 gl
A ey el Jialaal (5 gine (@lasY dagii 1 uat Y a0 sSin o jadl

(B2 gl it il A ey 520 s sl il i

vie 5 adiyall Jaall Gl Jsall de gana 8 J3) ay 355 (8 g sima T il ) adaiall
o ALY Ol piall il alaedl 8 asl ) adadall 13 dad judig ((%1) drsine 5 s
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Jicio Lul ol 30 DA S (e (%40) S8Y) Jao Lan T s (8 Jadl a5 723 sl
Sl e (%20) SV Jas duas (30 (%64.8) dawsd
& a1 Sl e (%00) i Le o ) 3 5aSU il 5,080 s
Sy (U8l (0 (%20) 221 a0 das ) 3i€) Sl (1 (%40) LY Jio das
(easSall By Alad Lo ¢ il a1 L) LalaBY) il juaiall ) s a3
(p3=dll Jana
sAuilaal) @l LAY o
(Breusch-Pagan LM) Juidl &5 (V) a8, Jsaall (e 1S40 Ll ¥ LSa)
Ao b adid) Jaall ) Jsall de genal JAN w5 gdsell JBg o A Jals D
Al )
bl 3 51 5y G I i )M (Breusch-Pagan LM) ksl g (V) Jsaal
Residual Cross-Section Dependence Test
Series: RESID
Null hypothesis: No cross-section dependence (correlation)
Periods included: 21
Cross-sections included: 14

Total panel observations: 294
Test Statistic d.f. | Prob.
Breusch-Pagan LM 1.6709"* 91 1.000
n.s not significant
Eviews-12 daae il cils jae Jaba) sl dee (0 1 jraall
Lea (%5) dsinall (5 sina o ST (A (15 (1.000) sleadU dlaiay) dasll caaly
Aa (e (8) Liall il £3saM) e 8 Lo (i ) psal) Fpin b b e
Al Sl )
(LRT) lSaY) A Juial gili (A) ady Jsaall a1l (uilad ase AlSiia LA
Ao 8 adiyall Jaall cld Jall de senad JAAN a5 mdgeil Bl cpli uilad adel
o,
o) 3 5D B 53 (il ailad a2l (LRT) GSeY) A i) il o(A) Jsaadl
Panel Period Heteroskedasticity LR Test
Specification: IND FDI UNE GEX INF C

Null hypothesis: Residuals are homoscedastic
Value Df Prob.
Likelihood ratio 11.3288"* 14 0.66

LR test summary:
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Value Df

Restricted LogL 320.4414 289

Unrestricted LogL 326.1058 289
n.s not significant

Eviews-12 daxe all Gla i A el eialill dee (g 1 jaadll

Oe ST il 5 (0.66) 2l Sy A JlaaY ddlaa) dedll e falaic)
LS () pailad U ey s dysine e (LRT) Jhid) At of ey Las o(%5)
el @l =3 i) B 5
) Il )V O llae 48 ghian (9) @) Jsaall a5y saaial) Jadd) Jaail) A s
bl ia¥) L) i) LalaBY) il el e G ite IS G (O sm) s
13 sl de sendd J3All i pisad A (adaaill Jaae e sSall Glay) dllad) du
Ao ) dge 8 adi ) Ja)

13 Jsall 3 JAa a5 2 gl o yariia (g Adageaall el V) A8 sheae 1() Jsaal)

el J2)

FDI; UNE; GEX, INF;
FDI, | 1.0000 | -0.0271 | -0.4556 0.0795
UNE, 1.0000 | 0.2055 -0.0650
GEX, 1.0000 -0.0363
INF, 1.0000

Eviews-12 sl Gla jae b sl dae (a2 jadll
bl 23 5aVL palall sl Jelae 45 jlie wie 5 (Kling) Jlkia) ) Tl

& SlaliyY) COlee Gl e (%90) ALl (YY) Jsaall aiad 3ol sl
138 5 gl Bl Y COlae Gilag e ases (o ST paall Jalae O 2a3 coDle 48 giadll
Algisall Ol jpaiall (G dawiall Jadl) Jalaill e satall il 235 A e Jy

Gla sBall g claliiiun)

sclatiniay) Y
3y o ol adinall Jaall @iy Jsall 4 sah gsima palud)l W) Lyl il
e El cu JAal) 5 ead JUE 5 ey il a4 gl Qs ) o il i)
cLuie V)
o esSall BV Guay 6l gk g sme asSall GAY) A OIS el Jeall 8
g e e Ggina il Aad) lal a3 adisall Jaall i Joall Jaal w553
oalaail I elld gagan Cun ol il et aiiall Jaall @y Jsall 3 AUl Ay Jaal
paidia jpa led 05 o A Y 8 ) sl Akl e e JAal e A oda Cua
Lol yaall &5 jlie Lo
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25 bl axe G (e QB pdizall ) irer uSe (gsime JSE i adaill
Ao Tt JSY) 4 ()5S o) i) Ayl (o)) g i pall Al <y Jsall 8 Ja)
O Aoyl oda (gl Jaall das (alas) Gl e (i yh g dlgaal Jadlaall (5 siia (alaasy
Ol
s yikal) Ll
Lala¥) Lo g 1 cld saaal) L) e €l s Al @l L) ¢ si Hlaiall
Gula (e laBy) cileUad 48 Qs o ¥ HLaiiul] GuSasy (S ol 8 4,8lal)
Al il e Jaaill 32
OS5 ahiia Ao S i) o dialV1 S il e 3K jidie a jliie A8 ) ) jlaiia) 4ps 53
o 2ol 3 3 g yall Bl 58T (e LeiSay Ly adal&ll pae lawzal 4l g dpalal Lag) 5 5 il
daiaV) Gl SEN fn W) ) 46K Allaal) 483 Cilelicall o AualiiV) 5 gadl) aleds)
sl Gls Hal
) A o il gl gl 5 il il (e LYY 5 il dgall 52 ) 5 cleUadl) A1 sale) |
ol 3y ey ol aiat) Jaalil g il (65 Al DA e iaV) laiial Ll
Aaliny) seladl) ¢ Al 5 pall Gl
:JJDAAJ\
. Hemmer H., et al., (2005), Foreign Direct Investment and Income Inequality revisited,
econstor, Entwicklungsokonomische Diskussionsbeitrage, No. 32, PP 1-14.
https://www.econstor.eu/bitstream/10419/22388/1/Discussion_Paper_Nr. 32.pdf
. Kaur R. et al., (2018), The Impact of FDI on Income Inequality in Africa, Economic
Change and Restructuring.
https://www.afdb.org/fileadmin/uploads/afdb/Documents/Generic-
Documents/The State of African_Cities - PART B.pdf
. Suanesm M., (2016), Foreign direct investment and income inequality in Latin
America: a sectoral analysis, CEPALREVIEW118P.45-63
https://repositorio.cepal.org/bitstream/handle/11362/40435/1/RV1118 Suanes.pdf
. Girma, Sourafel, and Holger Gorg, (2007), Evaluating the Foreign Ownership Wage
Premium using a Difference-in-differences Matching Approach. Journal of International
Economics 72: 97-112. [CrossRef]
. Jin, Furong, (2009), Foreign Direct Investment and Income inequality in China. Seoul
Journal of Economics 22: 311-39.
. Kugler, Maurice, (2006), Spillovers from foreign direct investment: Within or between
industries? Journal of Development Economics 80: 444-77. [CrossRef]
. Gopinath, Munisamy, and Weiyan Chen, (2010), Foreign direct investment and wages:
A cross-country analysis Foreign direct investment and wages: A cross-country
analysis. Journal of International Trade and Economic Development 8199: 285-309.
[CrossRef]
. Farhan M., et al., (2014), FDI and Income Inequality in ASEAN-5 Countries: A
Quantile Regression Approach, PROSIDING PERKEM ke-9 601-608.

YA


http://www.doi.org/10.25130/tjaes.18.60.2.15
https://www.econstor.eu/bitstream/10419/22388/1/Discussion_Paper_Nr._32.pdf
https://www.afdb.org/fileadmin/uploads/afdb/Documents/Generic-Documents/The_State_of_African_Cities_-_PART_B.pdf
https://www.afdb.org/fileadmin/uploads/afdb/Documents/Generic-Documents/The_State_of_African_Cities_-_PART_B.pdf
https://repositorio.cepal.org/bitstream/handle/11362/40435/1/RVI118_Suanes.pdf

10.

11.

Tikrit Journal of Administrative and Economic Sciences, (31/12/2022); Vol. 18, No. 60, Part (2): 284-299

Doi: www.doi.org/10.25130/tjaes.18.60.2.15
.|

https://www.ukm.my/fep/perkem/pdf/perkem2014/PERKEM_2014 4B4.pdf

Le Q. et al., (2021), The Impact of Foreign Direct Investment on Income Inequality in
Vietnam, Economies, 9, 27. PP.1-15. file:///C:/Users/Dell/Downloads/economies-09-
00027%20(3).pdf

Steenbergen V. and T Tran, (2020), The Distributional Effects of FDI: Evidence from
Ethiopia, Vietnam, and Turkey, (in) World Bank, Global Investment Competitiveness
Report 2019/2020, CH 3, PP 84-126.
https://openknowledge.worldbank.org/bitstream/handle/10986/33808/9781464815362.p
df?sequence=4&isAllowed=y

Ravinthirakumaran K. and N. Ravinthirakumaran, (2018), The Impact of Foreign Direct
Investment on Income Inequality: A Panel Autoregressive Distributed Lag Approach
for the Asia-Pacific Economic Cooperation Developing Economics, Asia-Pacific
Sustainable Development Journal, Vol. 25, No.1
https://www.unescap.org/sites/default/files/ APSDJ%20V0l.25%20No.1_pp57-84.pdf

Y44


http://www.doi.org/10.25130/tjaes.18.60.2.15
https://www.unescap.org/sites/default/files/APSDJ%20Vol.25%20No.1_pp57-84.pdf

