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The Effect of OFDI on Income Distribution
—Based on the Labor Share Within Multinational Companies
Che Libo Li Yang

Abstract: This paper uses panel data of Chinese enterprises’ OFDI from 2005 to 2020 to empirically
test the impact of OFDI on income distribution. Further the paper introduces the factors of technological
progress  labor force structure and firm size effect into the model to explore the mechanism of China’ s out—
ward foreign direct investment on income distribution. The results show that OFDI significantly increases
the share of labor income and there is heterogeneity in industry ownership investment motivation host
country and investment mode. Technological progress and scale effect of enterprises weaken the promoting
effect of OFDI on labor income share. Optimization of labor structure is an important path for OFDI to in—
crease labor income share. The research explains the U — shaped evolution of labor income share from the
perspective of OFDI  which is of great significance to guide enterprises’ outward foreign direct investment
reasonably and alleviate the imbalance of income distribution.

Keywords: OFDI; Labor income share; Lncome distribution.
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