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ABSTRACT

Our goal in doing this study is to learn how Foreign Direct Investment (FDI) affects job creation in
developing countries by looking at both quantitative and qualitative indicators of labor market outcomes.
Foreign direct investment (FDI) affects wage structures, job creation, and skill development across a number
of industries; this research uses empirical data and theoretical frameworks to examine these effects.
Management expertise, technology transfer, and access to global markets are a few ways in which foreign
direct investment (FDI) may positively affect employment. Foreign direct investment (FDI) may have
positive effects on economies, but it can also have negative consequences, such as job losses and pay
inequality. For the purpose of identifying where FDI is most effective in generating employment
opportunities, we examine regional and industry trends. A number of contextual elements are included in
the research. These include human capital development, labor market flexibility, regulatory frameworks,
and institution quality. How well foreign direct investment (FDI) creates long-term employment
possibilities is affected by these variables. To help developing nations attract foreign direct investment (FDI)
that will promote long-term economic development, this research offers practical insights into promoting
inclusive growth, reducing unemployment, and improving the labor market overall. Cutting the
unemployment rate would do this. It does this by highlighting legislative initiatives and exemplary practices.

Keywords: Foreign Direct Investment (FDI), Employment Generation, Job Creation, Emerging Economies,
Labor Market Outcomes, Wage Effects

INTRODUCTION

The influx of foreign direct investment (FMD) is a key factor in the development of developing
nations' economy. Investments made by foreign corporations in local markets are referred to as foreign
direct investment (FDI), which is defined by the transfer of money across borders. These investments are
often made via the establishment of subsidiaries, mergers, or joint ventures. In order for developing nations
to gain access to international markets, get an infusion of financial resources, and acquire technological
advancements, foreign direct investment (FDI) is a crucial instrument. Foreign direct investment (FDI) is
becoming more recognized for its capacity to stimulate job creation, which in turn contributes to the
reduction of poverty and the promotion of inclusive economic development. These advantages are in
addition to the benefits that are already mentioned.
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FDI and Employment Dynamics

Numerous factors influence the connection between FDI and the creation of new jobs. Multiple
empirical studies have shown that foreign direct investment (FDI) may increase employment opportunities:

« Direct Employment: Direct job possibilities are typically created when foreign corporations launch
new operations or grow current ones [1].

e Indirect Employment: Increased economic activity as a consequence of FDI helps local suppliers
and service providers, which in turn creates indirect jobs.

« Skill Development: The employability of the local labor may be enhanced by skill upgrading, which
can be facilitated by FDI through the introduction of new technology and management knowledge.

Foreign direct investment (FDI) does have an effect on employment, but not in the same manner across
all sectors or locations. The degree to which investments impact employment is heavily influenced by a
multitude of variables, including the nature of the investment, the host economy's capacity to absorb it, and
the regulatory landscape.

Factors Influencing FDI's Impact on Employment
A multitude of variables impact the efficacy of FDI in generating employment opportunities:

« Human Capital: Foreign direct investment (FDI) may have a greater impact on employment
outcomes depending on the education and skill level of the local workforce [2].

o Institutional Quality: Attracting higher-quality FDI and ensuring that employment gains are
equitably dispersed are both supported by strong institutions, such as clear regulatory frameworks
and efficient legal systems.

« Sectoral Focus: Foreign direct investment (FDI) in labor-intensive industries, such manufacturing
and services, is more likely to generate a large number of jobs than in sectors that rely heavily on
capital.

o Policy Environment: The beneficial employment impacts of foreign direct investment (FDI) may
be amplified by government policies that provide incentives to overseas investors and assist local
enterprises.

A few things that policymakers in developing nations may take to make the most of the opportunities
that foreign direct investment (FDI) may provide are listed below. First and foremost, it is necessary to work
on increasing human capital. For the purpose of providing workers with the skills that overseas investors
are seeking for, investing money in schools and vocational programs is beneficial. Second, it is vital to
strengthen the institutions that are already in place in order to create an environment that is both open and
efficient, which can attract foreign direct investment (FDI) and ensure that it is distributed fairly. It is
recommended that individualized incentives be developed in order to create connections with local
businesses and to entice foreign direct investment (FDI) into sectors that have a high potential for
employment.

Finally, it is critical to establish systems to track and assess how FDI affects job creation. With this,
lawmakers may fine-tune their policies as needed for maximum effectiveness. In developing countries, there
is a huge unrealized potential for foreign direct investment (FDI) to create jobs. Despite [4], the effect of
this phenomenon is dependent on a number of variables, such as the level of human capital, the nature of
the governing structures, and the emphasis on certain industries. Adopting policies that reflect the
aforementioned characteristics might help emerging countries maximize the advantages of foreign direct
investment (FDI), which can generate long-term job opportunities and extensive economic growth.
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OBJECTIVES

1. To learn more about the relationship between FDI and employment growth in emerging countries.
2. To examine the variables affecting how well FDI creates long-term employment prospects.
METHOD

Foreign direct investment (FDI) and its effect on employment creation in developing countries are the
subjects of this research review. Much of the study is based on previously published pieces in books,
academic journals, and other secondary sources. Reports from reputable internet databases and international
organizations like UNCTAD and the World Bank are also included in the research. Various sources,
including theoretical frameworks and empirical data, investigate the effects of FDI on the labor market. Job
creation, wage impacts, skill development, and sectoral employment patterns are just a few of the many
consequences that might be expected. The data was gathered by conducting a thorough review of relevant
literature published during the last twenty years. This was done to guarantee that the research considers both
historical and current trends.

Articles on topics such as the effects of foreign direct investment (FDI) on the labor market, the creation of
jobs in developing nations, the link between FDI and employment, and the consequences of FDI spillovers
were sought for in a database search. In order to find trends, patterns, and gaps in the current study, a
qualitative analysis was done on the data. It was also important to compare the results across different
regions, industries, and policy contexts to see how FDI has affected emerging economies. After reviewing
the research, we drew findings, highlighted policy implications, and offered suggestions for improving
employment outcomes via FDI. This methodology not only provides a solid foundation for future empirical
studies in developing nations, but it also guarantees a thorough understanding of the complex relationship
between FDI and the creation of job opportunities.

RESULT AND DISCUSSION
Foreign Direct Investment (FDI)

Multinational companies (MNCs) are the ones who engage in the practice of foreign direct
investment (FDI), which is the act of investing money into businesses located in other countries via the
establishment of new enterprises or the acquisition of existing firms. In contrast to portfolio investment,
which consists only of the storage of financial assets, foreign direct investment (FDI) requires investors to
make a long-term commitment and exert influence over the firm that is being invested in. Among the
numerous forms that foreign direct investment (FDI) may take, two examples are greenfield investments, in
which multinational firms establish a presence in the host country, and mergers and acquisitions, in which
they buy out local enterprises [5]. Both of these types of investments are examples of the many different
types of FDI. The following are some of the many possible motivations for initiating FDI: securing access
to natural resources; penetrating untapped markets; obtaining valuable strategic assets; capitalizing on cost
benefits; or riding the technology progress wave. Foreign direct investment (FDI) is now a major factor in
developing nations' economic growth and progress. The host country's economy stands to gain in a number
of ways from this, such as by the creation of more job opportunities, the smooth transfer of technology,
higher productivity, and greater investment [6].

It is possible that foreign direct investment (FDI) might also contribute to the development of human
capital by providing local workers with more opportunities to acquire new skills. Developing countries have
made attempts to attract foreign direct investment (FDI) by reducing trade barriers, improving infrastructure,
and increasing investor protections. These actions have all contributed to the creation of an environment
that is appealing to investors. Governments worldwide have come to realize the importance of foreign direct
investment (FDI) in driving economic growth and development. In an effort to promote sustainable
development, these governments have worked hard to harness the potential advantages of FDI. Many people
are concerned about the impact that foreign direct investment (FDI) might have on employment and wages,
despite the fact that it has the ability to stimulate the economy of developing countries.

[JCRT2509249 International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org ] c110


http://www.ijcrt.org/

www.ijcrt.org © 2025 IJCRT | Volume 13, Issue 9 September 2025 | ISSN: 2320-2882

Concerns about unforeseen consequences notwithstanding, foreign direct investment (FDI) may
boost employment and skill levels. Some of these risks include local businesses going out of business and
wage cuts caused by more competition in the labor market [7]. To minimize the negative effects of foreign
direct investment (FDI) while maximizing its positive ones, it is important to understand the relationship
between FDI, employment, and wages. The objective of this study is to investigate the complicated
relationship between FDI flows and their effects on emerging nations' employment and income levels. To
achieve this goal, the essay will go into pertinent actual evidence as well as theoretical frameworks.

Inflows of FDI into emerging nations

Foreign direct investment (FDI) into developing nations has increased dramatically over the last
several decades, helping these countries adjust economically. Foreign direct investment (FDI) is pouring
into rising nations for many reasons. These include their promising economies, abundant natural resources,
welcoming regulatory systems, and proactive government programs. As a consequence of developing
countries' rise to prominence as FDI hotspots in the last few years, the global landscape of FDI has changed
dramatically. Over the last few years, developing countries have attracted about half of the world's foreign
direct investment (FDI), according to the United countries Conference on Trade and Development
(UNCTAD). Investment opportunities in emerging nations are growing, as shown by the aforementioned
trend. Imports of foreign direct investment (FDI) into developing nations have increased for a number of
reasons. The climate for international investors has improved with the implementation of economic
liberalization initiatives such as privatization, deregulation, and changes to trade and investment policies.
Tax cuts, less bureaucracy, and special economic zones are some of the tactics that developing nations have
used to entice FDI.

These are just a few of the many methods that may be used to attract investors. The abundance of
natural resources in many developing nations has allowed them to entice foreign direct investment (FDI) in
several industries, such as mining, agriculture, and oil and gas [8]. Foreign direct investment (FDI) in retail,
manufacturing, and service sectors has increased in these nations as a consequence of their expanding
middle classes and increasing consumer markets. A developing nation may reap several benefits from
receiving direct investments from wealthy nations. Foreign investors help create jobs by starting new
businesses or growing old ones, which means that people in the area often end up employed by these
investors.

One possible advantage of FDI is the transfer of technical know-how, which has the ability to boost
the innovation and efficiency of domestic industries. A large quantity of foreign direct investment (FDI)
goes to a few emerging nations, while a small number of others get very little. Before deciding to put your
money into a country that is on the rise, you should research its political climate, infrastructure, institutional
climate, and market size. If officials are serious about making their nation more attractive to foreign direct
investment, they should prioritize improving these attributes. A feature of the economic environment of
emerging nations is the presence of FDI, or foreign direct investment. Greater potential for economic
development, more employment, and superior technology will arise as a result of increased foreign direct
investment (FDI). There is still a disparity in the allocation of foreign direct investment (FDI) across
developing nations, even though these nations need specific policies to attract and make the most of FDI for
sustainable development.
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Figure 1: Multimillion-dollar inflows of foreign direct investment into developing market economies
throughout the globe [9].

Source: UNCTAD, 2016
Employment and FDI

Foreign direct investment (FDI) is the most effective method for generating employment
opportunities in developing countries. Through the establishment of new enterprises or the development of
existing ones, foreign direct investment (FDI) has the potential to stimulate the creation of new jobs. A
typical consequence of foreign investment is the creation of new jobs, both direct and indirect, in a variety
of sectors of the economy that is being hosted. Foreign direct investment (FDI) has the potential to contribute
to the creation of employment in a variety of ways, including the following:

(i) FDI in New Enterprises: There has to be a personnel to run and oversee the new subsidiaries or
greenfield enterprises that foreign investors frequently launch. The local populace may find work in fields
including manufacturing, services, and technology thanks to these new businesses [10].

(i) Expansion of Existing Enterprises: Existing local businesses may also see growth as a
consequence of FDI inflows. Foreign investors may help local businesses grow by providing them with
money, technology, and managerial know-how. The host economy may see an increase in available jobs as
a result of this growth.

(iii) Supply Chain Effects: Through its connections with local vendors and service providers, FDI
may provide job opportunities. In order to run their businesses, foreign investors often need domestic inputs,
which boosts demand for those goods and services and provides jobs for those who work for them. All
throughout the value chain, these tangential employment impacts help to generate new work opportunities.

Developing nations may be able to promote skill upgrading via FDI:

(i) Technology Transfer: Investors from other countries typically offer cutting-edge technology,
management techniques, and expertise to the nation that hosts them. The local workers may benefit from
this technology transfer by improving their skills and competencies, which in turn increases production.

(i) Knowledge Spillovers: The presence of foreign investors may teach local enterprises and
workers new things, a phenomenon known as knowledge spillovers. The home economy may benefit from
the spread of new technologies, better management practices, and the development of new skills via this
learning process.
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Effects of FDI Spillover on Employment:

"Foreign direct investment spillover effects™ is a phrase that is used to express the larger monetary
and social benefits of foreign direct investment (FDI), which extend beyond the immediate impact on the
firms that are investing. There is a possibility that these spillovers will have a significant impact on the labor
markets of developing economies. The phenomenon that occurs when foreign direct investment (FDI)
increases employment in both the firms that receive the investment and the industries or sectors that are
related to the investment is referred to as a positive employment spillover. For instance, when multinational
firms establish a presence in a region, it may result in an increase in the demand for local inputs and services,
which may lead to the creation of job opportunities in the supplier sectors related to those sectors. Through
the implementation of cutting-edge management practices and technological advancements, foreign
investors have the potential to increase local industry growth and productivity, which in turn may result in
the creation of employment opportunities.

Conversely, it is not unheard of for unfavorable employment spillovers to occur across the board. If
there is a rise in the degree of competition, it is possible that local firms, particularly those that are unable
to compete with more powerful foreign competitors, may be driven out of business. It is possible that
affected workers would have problems and perhaps lose their jobs as a result of this migration. There is a
complicated and multi-faceted relationship between foreign direct investment (FDI) and the employment
prospects available in developing countries. The extent of the overall impact is determined by a number of
factors, including the kind of businesses that are able to attract foreign direct investment (FDI), the degree
to which local relationships are strong, the degree to which the business environment is favorable, and the
level of expertise of the local labor force. For foreign direct investment (FDI) to have the greatest possible
good effect on employment and the fewest potential negative implications, governments must take all of
these issues into account and implement proper policies.

Wages and FDI

The amount and trajectory of wages in developing countries may be influenced by foreign direct
investment (FDI). Foreign direct investment (FDI) may influence wages in two ways: first, by directly
affecting compensation in invested firms; and second, by indirectly impacting the broader labor market.

(i) FDI and Wage Levels: In the nations that receive foreign direct investment, wage levels may be
affected. The worth of labor may rise as a result of technological advancements, managerial strategies, and
manufacturing methods brought in by foreign investors. Wages in industries that receive foreign direct
investment (FDI) tend to be greater than those in sectors that get less investment. Wages for workers with
specialized skills might be increased as a result of FDI-induced demand for their services. Skilled workers
in the host nation may see a rise in their earnings as a result of foreign enterprises’ demand for their services.

(if) FDI Spillover Effects on Wages: Even after accounting for the direct effects on salaries in
invested businesses, FDI may still cause wage spillovers. Foreign direct investment (FDI) can only be
beneficial if it increases the productivity and competitiveness of local businesses. Because of the presence
of foreign enterprises, salaries in non-FDI industries might rise as a consequence of greater competition and
the adoption of better techniques. In addition, the local labor market might experience skill upgrading and
human capital growth as a result of FDI-induced technology developments and knowledge spillovers.
Wages may be favorably affected by workers' ability to learn new skills and information, which in turn
increases their productivity and earning potential.

(iii) Skill Premium and Wage Inequality: Through its effect on the talent premium in particular, FDI
may affect pay disparity in emerging nations. The pay gap between highly trained and low-skilled workers
is called the skill premium. The need for skilled people is typically fueled by FDI inflows, which in turn
causes the skill premium to rise. In order to use cutting-edge technology and oversee intricate operations,
foreign corporations usually want highly trained personnel. Skilled workers may see a rise in their earnings
compared to others with less experience as a consequence of this.

There are a lot of factors that might have an effect on the complex relationship between foreign
direct investment and wage discrepancy. These factors include the institutional framework, the policies of
the government, and the skill mix of the workforce. It is possible to lessen the effect of the skill premium
by making investments in education and the development of skills, providing equitable employment
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opportunities, and fostering inclusive growth. It is possible that the effect of foreign direct investment (FDI)
on wages will vary from one sector of the economy to another, as well as in different locations. There are a
variety of factors that affect the extent to which foreign direct investment (FDI) leads to increased wages.
These factors include the potency of local institutions, the condition of the labor market, the ability to
incorporate new technology, and the bargaining power of workers. Potential impacts of foreign direct
investment include increased pay inequality, improved skill sets, and higher earnings. These outcomes are
all plausible. Policies aimed at fostering inclusive growth, guaranteeing labor market justice, and investing
in the development of human capital, as well as measures to attract foreign direct investment (FDI), should
take these dynamics into account.

Empirical Data

There is a critical lack of cross-national and case study empirical evidence on the relationship
between FDI, employment, and salaries in developing countries. This kind of study is shown by a few
examples below:

(i) Case Studies of FDI and Employment: Aitken and Harrison (1999) shown via their case study of
Venezuela that FDI greatly enhanced industrial employment. Existing firms expanded, while new ones
started by foreign nationals also opened up, leading to a greater number of employment vacancies. Gérg
and Strobl (2001) looked at the relationship between FDI and manufacturing employment in Ireland. The
research showed that foreign direct investment (FDI) has a positive effect on employment, especially in
high-skill industries. The host country was able to boost its workforce and add new employment as a result
of foreign direct investment (FDI) [11].

(i) Case Studies of FDI and Wages: In a case study of Mexico, Blomstréom and Kokko (1998) found
that salaries were positively affected by FDI. In contrast to non-FDI businesses, they found that FDI-
intensive industries paid higher pay. Technology transfer, productivity improvements, and higher wages
were all results of foreign enterprises’ presence. Foreign direct investment (FDI) and its effect on British
salaries was studied by Driffield et al. (2005) [12]. Companies with foreign ownership paid greater pay
than those with local ownership, according to the report. Foreign direct investment (FDI) was linked to
increased wages, especially for professionals.

(iii) Examinations of Foreign Direct Investment, Employment, and Wages across Nations: Foreign
direct investment (FDI) and its effects on employment in many European nations were studied in 2009 by
Barrios and colleagues [13]. Imports of capital from outside the country increased job opportunities, the
research found. This was especially true in nations with strong institutional frameworks and abundant
human resources. Using data collected from a wide range of nations, Hijzen et al. (2011) [14] examined the
correlation between salaries and FDI. Foreign direct investment (FDI) raised developing nations' average
earnings, according to the results. Foreign direct investment (FDI) affected salaries in different ways across
industries and at different levels of ability, according to the research. Foreign direct investment (FDI) and
salaries in transitional nations were the focus of an international study by Javorcik (2004) [15]. Research
shows that FDI (foreign direct investment) is directly responsible for salary increases. This was especially
true in fields that relied on highly trained individuals with specialized technical abilities.

Numerous methods in the case studies and international research under consideration here show
evidence of a connection between FDI, employment, and salaries. The design and technique of the study
determine the individual results, but foreign direct investment (FDI) has the ability to increase income levels,
educational attainment, and employment prospects in developing nations. Careful consideration of each
country's unique traits and relationships is crucial for deriving policy implications from this research.

The relationship between FDI, employment, and earnings

There are a lot of moving parts in the intricate network that connects FDI, employment, and wages
in emerging nations [17]. Itis critical for stakeholders and legislators to fully grasp these aspects of foreign
direct investment (FDI) for employment and pay outcomes if they want to make the most of it. Three crucial
factors that must be appropriately considered are as follows:

(i) Labor Market Flexibility: The degree to which labor resources may be quickly and easily
distributed and shifted in reaction to changes in the market is known as labor market flexibility. One way
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that foreign direct investment (FDI) might boost employment and wages is by making labor markets more
flexible [18].

(if) Labor Market Regulations: Strict employment protection laws or lengthy recruiting and firing
processes are examples of the kinds of labor market rules that make it difficult for businesses to respond to
changing market circumstances by adjusting their personnel. Because of this, FDI may not be able to
generate as many job opportunities. To encourage job creation and responsiveness to foreign direct
investment (FDI) inflows, labor market policies should be flexible while also protecting workers.

(iii) Skill Mismatches: Skills and job criteria must be aligned for the labor market to be flexible
enough. A potential barrier to the employment and wage consequences of foreign direct investment (FDI)
is a skills mismatch, which occurs when the workforce's abilities do not align with those of FDI-intensive
businesses [19]. Investing in education and training programs that equip workers with the skills that foreign
investors want may enhance the employment and pay outcomes of foreign direct investment (FDI).

(iv) Human Capital Development: Attracting and profiting from foreign direct investment (FDI) is
greatly influenced by human capital, which includes the workforce's knowledge, skills, and capacities.

(v) Education and Training: Investors from other nations who are interested in establishing a
business in a nation that has a workforce that is highly educated and competent are more likely to do so in
that nation [20]. One way to increase the chances that foreign direct investment (FDI) will lead to wage
increases and job creation is to invest in education and training programs, vocational training, and initiatives
that encourage lifelong learning. This will increase the human capital base.

(vi) Technology Transfer and Knowledge Spillovers: Through facilitating the transfer of technology
and fresh knowledge, foreign direct investment (FDI) has the ability to increase wages and productivity.
Wages and productivity go hand in hand when workers have the skills to learn and use new technology.
Knowledge exchange and an improved human capital base may result from policies that encourage
partnerships between international businesses and domestic academic and research organizations.

(vii) Institutional Factors: The foreign direct investment (FDI), employment (EO), and wage nexus
may be influenced by institutional variables such as the standard of government, the efficacy of laws and
regulations, and the safeguarding of private property [21].

(viii) Business Environment: A business environment that is both open and honest, with well-defined
legal safeguards for private property and a predictable regulatory framework, may result in a number of
positive outcomes, including foreign direct investment (FDI), the creation of new employment, and an
increase in salaries. In a country whose strong institutions safeguard intellectual property rights, guarantee
fair competition, and enforce contracts, foreign direct investment (FDI) may boost wages and employment
to a higher degree.

(ix) Investment Promotion and Facilitation: Two of the ways in which governments might actively
pursue foreign direct investment (FDI) are via policies that promote and facilitate investment. It is required
to expedite administrative procedures, reduce bureaucratic impediments, and establish investment policies
that are conducive to foreign direct investment (FDI) in order to attract FDI, which may raise employment
and maybe wages. FDI stands for foreign direct investment [22]. Assuming these things are considered and
supporting policies are put in place, foreign direct investment (FDI) may help developing nations with job
creation, skill development, and wage growth. In order to ensure that foreign direct investment (FDI) has
the intended impact on employment and wage outcomes, it is necessary to have a complete plan that takes
into consideration institutional factors, the development of human capital, and the flexibility of the labor
market.

Implications for policy

Understanding the variables that drive the relationship between foreign direct investment (FDI),
employment, and wages in developing nations may help throw light on critical policy challenges. To make
the most of foreign direct investment (FDI) in terms of job creation, skill upgrading, and institutional
framework consolidation, the following are some policy suggestions that might be put into place. In Order
to Generate Employment Opportunities by Securing FDI:
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(i) Investment Promotion: Create all-encompassing plans to court foreign direct investment.
Personalized services for possible investors, simplified administrative processes, and focused marketing
initiatives are all part of a well-rounded strategy. To encourage foreign direct investment (FDI),
governments might set up specialized investment promotion organizations.

(if) Infrastructure Development: To foster an inviting setting for investment, it is necessary to
upgrade the physical infrastructure, which encompasses transportation networks, electricity supply, and
telecommunications. Reliable infrastructure may boost host nations' competitiveness and entice
international firms to set up shop, creating jobs [23].

(iii) Special Economic Zones (SEZs): Aim to attract foreign direct investment (FDI) by establishing
special economic zones (SEZs) with favorable laws and incentives. SEZs provide a favorable setting for
investment by virtue of their infrastructural support, simplified rules, and tax advantages. Increased job
creation may result from special economic zones' (SEZs') emphasis on labor-intensive sectors.

Encouraging the improvement and development of skills:

(i) Education and Training: Create a trained labor force that can meet the demands of sectors that
rely heavily on foreign direct investment by funding education and vocational programs. To make sure
training programs are relevant and to encourage skill upgrading, educational institutions and industry should
work together more.

(if) Technology Transfer and Knowledge Spillovers: Make it easier for international companies to
transfer their technology and expertise to local companies and employees. Foster partnerships between
international investors and local academic institutions to facilitate the sharing of information and the
improvement of expertise.

(iii) Lifelong Learning Initiatives: To help with skill development and adapting to changing market
needs, institute programs that encourage lifelong learning. To increase their employability in sectors
supported by foreign direct investment (FDI), provide workers chances to learn new skills and improve their
current ones [24].

Improving the Environment of the Institution:

(i) Good Governance: Foster an environment where businesses may thrive in an atmosphere of trust
by enhancing governance and fortifying institutional structures. In order to attract investors from other
countries, it is important to strengthen the rule of law, safeguard property rights, and fight corruption.

(if) Investor Protection: Make ensuring that investor protection procedures, intellectual property
rights, and contracts are enforced effectively. To boost investor trust and entice FDI, countries should have
transparent legal systems and effective dispute resolution methods.

(i) Regulatory Efficiency: Make it easier for investors by streamlining administrative processes and
lowering bureaucratic hurdles [25]. To encourage investment and lower entry barriers, establish policies
that are conducive to businesses and advocate for regulatory clarity.

(iv) Labor Market Reforms: Create a more adaptable labor market by regulating it in a way that
protects workers while also allows for changes to be made as needed. Enhance labor market information
systems and foster collaboration between educational institutions and companies to guarantee effective labor
market intermediation and decrease skill mismatches.

It is possible that these policy recommendations may assist governments in promoting foreign direct
investment (FDI), creating employment opportunities, enhancing the institutional framework, and
simplifying the process of skill development and upgrading. To ensure that these policies are tailored to
match the specific needs of each country, it is essential to take into consideration the local background as
well as the economic difficulties that are currently being faced.
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CONCLUSION

The method in which Foreign Direct Investment (FDI) influences the creation of employment in
developing nations is influenced by a wide variety of economic, structural, and sectoral factors. FDI, which
stands for foreign direct investment, has the ability to increase both productivity and the development of
skills via the dissemination of new information and the acquisition of new technologies. It is also possible
that it will assist in the creation of employment, particularly in sectors that are highly dependent on human
labor and expertise. Both the flexibility of the labor market and the alignment of the workforce play
important roles in explaining why the effects on employment and earnings are not uniform and have
different effects depending on the industry, region, and level of expertise. Foreign direct investment (FDI)
should be encouraged via the implementation of policies, infrastructure should be constructed, and Special
Economic Zones (SEZs) should be established in order for the nation to be able to fully benefit from the job
opportunities that FDI presents. For the purpose of developing a labor force that is capable of meeting the
requirements of firms that are largely dependent on foreign direct investment, it is also essential to make
investments in education, vocational training, and skill upgrading. The positive impact that foreign direct
investment (FDI) has on employment is magnified when the institutional framework is reinforced. FDI has
a positive impact on employment. Regulatory frameworks, property rights, and governance are all included
in this consideration. Priorities for future research should include investigating the ways in which foreign
direct investment (FDI) affects job creation, how FDI interacts with wider economic policies, how FDI
affects the quality and longevity of employment produced, and how FDI affects sectoral and regional
heterogeneity. All of these topics should be investigated. If the strategies that developing nations have to
attract foreign direct investment (FDI) are well-aligned with their efforts to educate their workforces and
enhance their institutions, then FDI may be able to assist these countries in creating more employment for
a greater number of people.
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