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The Effect of FDI on the Wage of Skilled Labors

Yoshitaka Kawagoshi

This paper examines the effect of wage of skilled labors in the closed economy and the econ-
omy where only FDI is allowed to access the foreign market. When skilled labors are differ-
entiated by the skill of production and those skills affect the quality of the consumed good,
we obtain following results. When the FDI cost is sufficiently low, high skilled labor earns
higher wage under FDI than in the closed economy. On the other hand, low skilled labor
earns lower wage under FDI than in the closed economy. The wage gap between high and
low skilled labors increases after FDI if the skill of FDI firm’s labor is high. If the FDI cost

is too low, then the welfare increases.

JEL classification: F12; F16; F23; J31
keywords: Wage inequality; FDI



