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The Impact of Globalization and Factor

Abundancy on Income Inequality

Young—dJun Choi

Dan—Dan Piao

——

This study analyzes the relationship between globalization and income inequality.
The empirical model is developed based on Kuznets' hypothesis of the inverse U
curve, The effects of factor abundancy and globalization which is characterized by
trade and FDI on income inequality are analyzed. 127 member countries of WTO are
classified into 4 groups according to GNI, The period of analysis is 21 years from
1995 to 2015. Results show that 3 groups of countries excluding one group that is
high income countries supports Kuznets' hypothesis which is the inverse U curve,
Secondly, expansion of trade decreases income inequality of middle income countries
but increases high and low income countries. Thirdly, FDI increases income
inequality of middle and low income countries. Finally, the increase in capital
abundancy lowers income inequality because the capital accumulation increases the

productivity of labor.
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