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Abstract 
The objective of this paper is to analyze the effect of net foreign direct in-
vestment revenues on human development in Cameroon through its Human 
Development Index (HDI). The data used are from secondary sources, rang-
ing from 1995 to 2019, and are mainly from the 2018 World Development In-
dicator (WDI) and the United Nations Development Program (UNDP). For this 
reason, we have carried out, through the estimation of an auto-regressive dis-
tributed lagged model (ARDL), tests of the stationary (Dickey-Fuller Augment-
ed) and of the co-integration of (Johansen), on the variables defined before ap-
preciating the Vector Error Correction Model (VECM). The results are at two 
levels. In the long term, there is a positive relationship between the two varia-
bles, which is simply justified by the fact that trade opening strengthens access 
to larger markets and thus contributes to the HDI. This situation offers wider 
consumer ranges and it could likely, therefore, help to attract more multilateral 
companies; in the short term, however, the relationship between the two vari-
ables is negative. This may be primarily due to the fact that export revenues are 
not used in the context of human capital enhancement, or that the HDI is in-
fluenced by spending on education. The government’s priority should be to 
maintain and diversify its investments in social infrastructure and to encourage 
investments in labor-intensive sectors that benefit the poorest, such as agricul-
ture, social, and infrastructure. 
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1. Introduction 

Foreign Direct Investment (FDI) remains one of the channels through which 
globalization can help developing countries. FDI is central to the development 
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strategies of all countries, especially developing countries. These flows are favoured 
over other forms of capital flows because they can be an important means of ac-
quiring stable technical skills and constitute a long term commitment to the host 
country. FDI is also sought for its ability to promote economic growth, notably 
through the development of domestic investment, job creation, or as a means of 
accelerating human development, reducing poverty, etc. Indeed, it has always 
proved to be a very effective tool for promoting economic growth. Equally, they 
have always proved to be more reliable than other forms of foreign capital even 
in the midst of financial crises. The United Nations Millennium Development 
Goals1, aims to accelerate human development and reduce poverty in developing 
countries. It is clear that most African countries are not on track to achieve these 
goals. As a result, considerable capital investment is needed to turn things around. 
In most developing countries like ours, the private sector is the main engine of 
growth and FDI appears to be an important source of capital investment and there-
fore a key factor in achieving the MDGs. However, in view of the persistent fi-
nancial and economic crises in the world, developed countries are designing eco-
nomic and fiscal policies that focus on keeping capital at home. The behavior of 
these countries further undermines the achievement of the MDGs2. On the other 
hand, the level of development of our countries requires continued foreign invest-
ment to stimulate the economy, reduce poverty and improve welfare. We can de-
duce that there is a relationship between increased FDI and improved welfare. Like 
other countries, the role of foreign direct investment in Cameroon has become es-
sential to their development because of the positive externalities it generates in the 
economy. 

This paper examines the links between net Foreign Direct Investment (FDI) 
inflows and welfare improvement in Cameroon. It attempts to determine whether 
FDI actually contributes to welfare improvement in Cameroon and to assess its 
impact on the selected variables before formulating policy recommendations based 
on our results. The HDI is chosen as the main indicator for measuring levels of 
human development index that is an improvement in well-being. In order to en-
sure robustness and control of the data, we also use real GDP per capita, which is 
another measure of well-being generally used in this type of analysis. In addition, 
the measurement of FDI was done through the net FDI inflows per capita as well 
as the ratio of net FDI inflows to GDP. This study is crucial for our country given 
the frequent economic difficulties it is facing and the current health crisis (COVID- 
19 pandemic). 

2. Review of the Literature 
2.1. Theoretical Lessons on the Impact of FDI on HD 

Neoclassical theories remain the first to consider FDI as a catalyst for economic 
growth. They show that the contribution of capital can favour the increase of the 

 

 

1 The achievements of this objectives were aimed for 2015. Consult  
http://www.un.org/fr/millenniumgoals/. 
2Since the attainment of these objectives was foreseen 5 years ago.  
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production of the host countries, in particular of the developing countries where 
the unemployment rate is high and the local savings insufficient. Thus, Solow’s 
(1956) model, with the hypothesis of decreasing returns to scale of capital, as-
sumes that countries with a low initial level of capital stock per capita tend to 
have high growth rates. This will facilitate, in the long run, their convergence with 
the advanced countries. In Robert M. Solow’s model, the impact of FDI on growth 
is constrained by the rule of diminishing returns. The latter means that FDI af-
fects per capita production only in level and in the short term.  

On the other hand, long-term growth can only take place through the intro-
duction of technological improvements which, according to him, constitute an 
exogenous factor. This hypothesis has been developed in the endogenous growth 
models; Balasubramanyam et al. (1996), Bende-Nabende & Ford (1998) or Boren- 
sztein et al. (1998), De Mello (1999), who consider knowledge, a source of produc-
tivity gains, as a particular type of capital. The basic idea is that capital accumu-
lation contributes to the collective creation of new technological and organiza-
tional knowledge. This knowledge creation offsets the effect of diminishing re-
turns to capital and allows the economy to maintain a sustained growth rate in 
the long run, subject to appropriate assumptions about the externalities of 
learning. 

Indeed, since the Second World War, the evolution of FDI in developing coun-
tries shows two trends. Between the end of the Second World War and the end 
of the Cold War in the early 1990s, at that time, FDI flows and volumes increased 
in the world in general and in developing countries in particular. During this pe-
riod, FDI flows were mainly driven by political rather than economic motives. 
Now, since the 1990s, FDI has focused on countries that offer financial benefits, 
subsidies and other incentives. The impact of FDI on human development can 
be analyzed from at least three perspectives. In developing countries, govern-
ment priorities are focused on education, life experience, GDP per head, poverty 
reduction and welfare improvement. Foreign investment can contribute to these 
goals by creating jobs, developing local skills and stimulating technological pro- 
gress. 

Although there seems to be a consensus at the theoretical level regarding the 
positive impact of FDI on economic growth, human capital, income, employment, 
technology transfer, poverty reduction and inequality, the results of empirical 
studies that have attempted to verify these positive impacts are not generally con-
clusive. FDI promotes economic growth and this is a necessary condition for pov-
erty reduction (Jalilian & Kirkpatrick, 2002; Dollar & Kraay, 2002).  

Nelson & Pack (1999) and Kakwani (2000) confirm the findings and add that 
an increase in the growth rate of GDP per capita is strongly correlated with the 
average income of the poor. FDI in the host country can have both direct and 
indirect effects on poverty reduction. The indirect impact of FDI on poverty re-
duction is manifested through economic growth, which is reflected in improved 
living standards due to increased GDP, improved technology and productivity, and 
an improved business environment. 

https://doi.org/10.4236/ajibm.2022.121005
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2.2. Empirical Lessons on the Impact of FDI on HD 

The literature dealing specifically with the impact of FDI on HD is particularly 
scarce. Nevertheless, one can find some that deals with the interaction that de-
velops or not with variables such as human capital, knowledge transfer, produc-
tivity, employment, technology transfer, poverty reduction, income, inequality, 
etc. Currently, economists tend to recognize a positive global effect of FDI on 
the growth of developing countries but with often important nuances (Mainguy, 
2004). 
 FDI and knowledge transfer 

In fact, as some studies show, FDI has little chance of transferring technology 
and having a positive impact on growth if there is not a minimum stock of hu-
man capital in the host country. Thus, Borensztein, De Gregorio, & Lee (1994), 
among others, have carried out an in-depth estimation of the relationship between 
FDI and growth for a sample of sixty-three countries between 1970 and 1989. To the 
extent that FDI and domestic investment appear complementary, FDI is positively 
related to per capita product growth so that for each additional percentage point 
of the FDI/GDP ratio, the growth rate is 0.8 points higher. Taking into account 
across term between FDI and schooling3, allows FDI to have a positive effect on 
growth.  

The autonomous effect of FDI thus disappears. All in all, it seems that, in spite 
of controversies, empirical works conclude to a positive effect of the availability 
of qualified labour as a strong condition of the effectiveness of FDI. This is all 
the more important as factor productivity also depends on it. Blomström & Kokko 
(1996) show that technology transfer between multinationals and their subsidi-
aries does not only take place through machinery, equipment, patent rights and 
expatriation of managers and technicians, but also through the training of local 
employees of the subsidiaries. 
 FDI and Human Capital 

Borensztein et al. (1998) based on the work of Barro & Lee (1994) show that 
the stock of human capital is essential to determine the amplitude of the effects 
of the FDI on the growth, by adding that in the countries where the level of hu-
man capital is weak, the effects can be negative. During the same year, a study of 
Borensztein et al. (1998), conditions the attractiveness of the FDI by reaching a 
certain threshold of human capital development. They show that, from the thresh-
old of 0.52 years of secondary education, the host country benefits from produc-
tivity gains via FDI. Xu (2000), goes in the same direction as his predecessors but 
this time, shows that it is rather starting from a threshold limit of 1.9 year of sec-
ondary studies that the FDI starts to involve gains of economic growth in the host 
country. From the results of both papers, it is clear that most developing countries 
have already reached the Borensztein et al. development threshold, but not the 
Xu threshold. 

Temple (2001) in a study conducted within the Organization for Economic 
Cooperation and Development (OECD) countries, shows that investment in ed-

 

 

3Schooling is measured here by the average number of years of study in secondary school. 
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ucation and other forms of human capital are essential for a country to offer a 
favourable climate for FDI. Indeed, the human capital stock is both a factor that 
determines the quantity and quality of inward FDI flows, and a mechanism that 
can be developed through FDI. (Ritchie, 2002) and (Lipsey & Sjöholm, 2004) have 
shown that multinationals invest more in training than local firms. They acknow- 
ledge that multinationals have played an important role in the growth of South-
east Asia, and Indonesia for the second author, as long as they influence the edu-
cational institutions of the host countries, by investing more in the training of local 
firms. In more recent studies, they stress the relative importance of MNCs in higher 
education. In more recent studies, they emphasize the relative importance of MNCs 
in higher education. They state that “Although the role of MNCs is quite margin-
al in primary and secondary education, FDI could nevertheless have a visible effect 
on higher education in host countries”. Research on the relationship between FDI 
and human capital formation needs to be further investigated and raises the ques-
tion of what public policies should be implemented to improve the absorptive ca-
pacity of host countries. 
 FDI and Productivity 

Azeroual (2016), studies the impact of foreign direct investment (FDI) on To-
tal Factor Productivity (TFP) in Morocco during the period 1980-2012. Using the 
Vector Error Correction Model (VECM), he demonstrates that FDI does not ex-
plain total factor productivity in the same way. In this respect, only FDI from France 
is statistically significant and has a positive effect on TFP. This is due, according to 
him, to the concentration of these investments in the industrial sector which is 
one of the catalyst sectors for the transfer of know-how, technology and economic 
growth. 
 FDI and poverty reduction 

Some empirical studies suggest that FDI is very important as long as it is a 
source of capital. It complements private investment and creates new employment 
opportunities, as well as technology transfer and stimulates economic growth in 
host countries. (Jalilian & Kirkpatrick, 2002), as well as (Dollar & Kraay, 2002) 
show that the impact of FDI can be direct or indirect in host countries. The first 
impact is due to economic growth which translates into improved living stand-
ards, due to the increase in GDP, improved technology and productivity, as well 
as economic development. The direct impact can be seen through the increase in 
employment and the reduction in the population living below the poverty line, 
resulting from the demand for employment and the improvement of the labour 
force. FDI promotes economic growth and this is a necessary condition for pov-
erty reduction.  

In the same year, Agenor (2002) finds no significant correlation between FDI 
and poverty. He starts from a sample of 11 middle and low income countries dur-
ing the period 1988-1998, using OLS with fixed effects. Milanovic (2003), on the 
other hand, in a study using household survey data for over 80 countries over 
the period 1988, 1993 and 1998. He estimates from OLS and GMM, respectively, 
the fixed effects and lagged values of endogenous variables as instruments. He ar-
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rives at the results that there is no association between FDI and income distribu-
tion, regardless of the income level. (Mirza & Giroud, 2004) examined the effects 
of the FDI on poverty for a sample of 26 countries. They consider 13 developing 
countries, 10 developed countries and 3 new emerging economies. They find that 
regardless of the country category, the direct effect of FDI on poverty is through 
employment and labour force training. Unlike the previous authors, Muhamad’s 
(2007) study focuses on the impact of FDI on poverty in Pakistan only. He notes 
that there is a positive result that shows the important role of FDI in reduc-
ing urban poverty in Pakistan. The negative result between FDI and rural po- 
verty is increasing day by day without a significant impact on rural househo- 
lds. 

Nguyen (2007) showed the contribution of FDI to poverty reduction in Vi-
etnam in the years 1990-2000. During this period with increased FDI, the coun-
try experienced high economic growth, considerable poverty reduction and bet-
ter terms of trade. FDI is considered an integral part of the economy. The study 
points out that the direct impact of FDI works through job creation. The indirect 
impact of FDI works through economic growth and through the contribution of 
FDI to local budgets. Regarding the contribution of FDI to growth, the estimated 
coefficients are significantly positive and based on panel data covering 61 prov-
inces in Vietnam during this period. Moreover, the results show that FDI inter-
acts positively with local human capital, affecting economic growth. It concludes 
that poverty reduction in Vietnam is directly affected by economic growth and 
FDI. And, FDI has positive effects on growth, which in turn contributes to pov-
erty reduction in Vietnam. Noomen (2009), on the other hand, focuses on Sub- 
Saharan Africa, to analyze the effects of FDI on poverty reduction between 1990 
and 2005 through two mechanisms: institutional and economic. 

The first mechanism is based on a principal component analysis and shows 
that manufacturing FDI is positively correlated with development, the invest-
ment climate and poverty reduction. The second mechanism is divided into two 
parts. On the one hand, multinational firms can either crowd out or stimulate 
local firms. The application of the GMM estimation method of (Arenallo & Bond, 
1991) on a panel of countries in the sub-region shows that FDI has crowding out 
effects on local investments. On the other hand, FDI affects absolute poverty 
through its effects on growth and inequality. Using simultaneous equation esti-
mation techniques on panel data, the study finds that FDI in extractive indus-
tries is growth-enhancing but increases inequality. Therefore, the increase in FDI 
in extractive industries would be followed by an increase in the absolute poverty 
rate. 

(Okpe & Abu, 2009) examined the effects of foreign private investment on 
poverty reduction in Nigeria alone. Using regression analysis for the period 
1975-2003, the test shows that the inflow of FDI and foreign loans in Nigeria 
significantly alleviates poverty. The study also shows that government expendi-
ture and continuous increase in tax on oil profits worsen the level of poverty in 
Nigeria. The study therefore suggests that the inflow of foreign resources such as 
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FDI should be encouraged while strongly discouraging foreign lending. The re-
moval of oil profit tax allows existing businesses not to be the closed shops and 
stimulate the entry of new businesses.  

In order to examine the relationship between the above two variables, Ucal 
(2014) examined the relationship FDI and poverty reduction at the macro level 
in developing countries. The study shows that the contribution of FDI from host 
countries can take several forms, such as technology transfer, human capital de-
velopment, increased competition in domestic markets, and corporate tax gen-
eration. Results from the examination of a dataset and an econometric model to 
analyze FDI flows and poverty reduction show that, there is a statistically signif-
icant relationship between FDI and poverty and there is evidence that FDI re-
duces poverty in developing countries. 

At the end, the conclusions of the existing analyses are mixed, but most of the 
studies have attempted to empirically validate the supposed link between the two 
FDI variables and poverty reduction through their methodologies, samples and 
results. Indeed, these economic studies rely on theoretical evidence of the exist-
ence of a direct or indirect causal relationship between FDI and poverty reduc-
tion. 
 IDE poverty and income 

(Calvo & Hernandez, 2006) conduct a study on 20 Latin American countries 
to show the impact of the FDI stock on poverty. They succeed in showing that 
the impact varies according to the country. Thus, only countries with low FDI po-
tential, classified by UNCTAD, show a significant relationship between FDI stock 
and poverty reduction. The stock of FDI in other regions does not seem to have 
a significant impact on the incidence of poverty. Studies on the relationship of FDI 
on wage inequality have provided fairly consistent evidence. They show that FDI 
increases income inequality, at least in the short run, for all 20 countries. These 
findings are consistent with Tsai (1994) on developing countries who find that FDI 
exacerbates intra-country income inequality. (Nunnenkamp, Schweickert, & Man- 
fred, 2006) conduct a single-country study in Latin America, specifically Bolivia, 
to analyze the impact of foreign direct investment (FDI) on poverty and income 
distribution. It proposes a CGE analysis of the medium- and long-term impact of 
FDI inflows on poverty and income distribution in Bolivia.  

The simulation results suggest that FDI inflows improve economic growth 
and reduce poverty. However, income distribution generally becomes more un-
equal. FDI increases the disparities between urban and rural areas. Therefore, 
labour market segmentation needs to be overcome by providing complementary 
public investment in infrastructure. Koc (2012) studied the relationship between 
foreign direct investment and poverty for a sample of 40 developed and devel-
oping countries. From an analysis in they show that the poorest individuals re-
ceive a smaller share of income created by FDI than the richest individuals in these 
countries. The study concludes that FDI does not make a serious contribution to 
poverty reduction. FDI affects the income levels of different groups in each coun-
try unevenly. 

https://doi.org/10.4236/ajibm.2022.121005
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 FDI, growth, poverty reduction and income 
Studies by United Nations Conference on Trade and Development (2005), 

examined the relationship between FDI and poverty for a sample of 40 countries 
during the years 1980-2008. Using econometric models on panel data, the results 
show that FDI increases the incomes of the middle and poor groups, and nega-
tively affects the incomes of the richest groups4. While FDI increases the incomes 
of rich and poor groups, it reduces the incomes of the middle groups5. FDI has 
negative income effects in Russia and Georgia. Shahbaz & Aamir (2008), bring in 
additional variables in their analysis and show that the direct and indirect effect 
of FDI on poverty reduction can vary depending on quantitative or qualitative 
factors (labor, capital intensive), type of investment (Greenfield, M&A investment, 
privatization), conditions of the investment sector, technological improvements, 
taxes paid by FDI and how they are spent, efficiency of investments and wa- 
ges.  

These factors are affected by economic and political conditions which are one 
of the most important determinants of the impact of FDI on poverty. The indi-
rect impact of FDI on poverty reduction is manifested through economic growth 
which is reflected in improved living standards due to increased GDP, improved 
technology and productivity and improved business environment. In the same 
line of work, Gohou & Soumaré (2012) also examine the relationship between FDI, 
growth and poverty reduction.  

Using econometric models on panel data in African countries, they find a 
contribution of FDI to poverty reduction in Africa. Using data on variables such 
as GDP and FDI, they chose to use ratios such as net FDI flows plus gross capital 
formation, in order to obtain more accurate and detailed results. They also use 
the human development index rather than using GDP as a variable in order to 
obtain more specific results on welfare. The study manages to show that there is 
a causal link between FDI and GDP per capita. Therefore, FDI reduces poverty 
and increases welfare.  

On the other hand, it indicates that the relationship between FDI and welfare 
varies considerably between regions of Africa and between Africa and other re-
gions of the world. For example, FDI affects welfare in Central and East Africa, 
although its impact in the North and South remains insignificant. Kouame (2019) 
in his paper assesses the impact of foreign direct investment (FDI) on poverty 
reduction, both directly and through its effects on growth and inequality, in the 
WAEMU. Thus, using panel data over the period 1990-2017 and a model with 
three simultaneous equations, the results show that FDI directly reduces pov-
erty, measured by the Human Development Index (HDI), but not through its 
effects on growth and income inequality. Therefore, it is in the interest of the au-
thorities to provide incentives in labour-intensive sectors to redirect FDI towards 
activities in which poor people are most active. 

 

 

4The countries that made up this group are: Bangladesh, Belarus, Bulgaria, China, Ivory Coast, Croa-
tia, Estonia, Hungary, Kazakhstan, Kyrgyzstan, Latvia, Pakistan, Poland, Romania and Ukraine. 
5The countries in this group are; Uganda and the Philippines. 
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An attempt has been made to review the empirical literature on FDI and the 
main variables such as: knowledge transfer, human capital, productivity, poverty 
reduction, income, economic growth and poverty reduction. It is found that most 
empirical studies on the relationship between FDI and the said variables show that 
the effects are not always positive and significant. Other studies show the often 
disastrous effect of FDI. 

3. Methodology 

The empirical verification of the effect of FDI on HD in the case of Cameroon, is 
done through the estimation of an autoregressive model (VAR6, VECM7 or ARDL8) 
as in (Azeroual, 2016). The specification of one of the following models depends 
on the conditions of stationarity and cointegration of variables. 

3.1. Presentation of Variables and Data 

The data used in this study are all from secondary sources, ranging from the pe-
riod 1995 to 2019. They are mostly from the World Development Indicator, and 
the United Nations Development Programme (UNDP). We capture HD by the 
variable “idh”, and FDI by the variable “ide”. In order to make our results more 
meaningful, we will add control variables such as the GDP growth rate noted “gdp”, 
exports and imports noted respectively “exp” and “imp”, and investment captured 
by gross fixed capital formation and noted “inv”. All the control variables intro-
duced are in percentage of GDP. 
 The model to be estimated 

The determination of the model to be estimated depends on the conditions of 
stationarity and cointegration of the variables. However, we propose a general model 
of the form: 

( ), , , ,t t t t t t tidh f ide exp imp pib inv= + ε                  (1) 

3.2. Applications of Estimation Techniques 

As Box & Jenkins (1976) have shown, it is not possible to carry out a study on a 
time series without verifying its stationary nature. Hence the need to verify the 
conditions of stationarity and cointegration of the variables on the one hand, be-
fore presenting the model chosen and the results of the estimates of this model 
on the other. 
 The stationarity and cointegration tests 

Let us present the Augmented Dickey-Fuller (ADF) test on the defined varia-
bles.  

Table 1 presents the level and difference stationarity tests. The results of the 
stationarity test inform us that the variables of the model are stationary in first dif-
ference. According to the theory of cointegration, there could be a risk of cointe- 

 

 

6If the variables are stationary in level. 
7If the variables are stationary in difference and cointegrated.  
8If these variables are integrated of different orders be I (0) and I (1), but not I (2). 
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gration between the variables, which can be verified by means of the Johansen 
test. 
 Cointegration Test of Johansen (1988). 

The results of this test are shown in the following Table 2: Indeed, whether we 
use the maximum eigenvalue or the trace criterion, the results of cointegration test 
inform us that the variables of the model are cointegrated. There is therefore a LT 
or cointegrating relationship between them. 
 
Table 1. Stationarity test of variables (Dickey & Fuller, 1981). 

Variables 
In level 

Constant and trend Variables 
in 

difference 

Constant and trend Order of 
integration 
of variables 

Calculate 
Value 

p-value 
Calculate 

Value 
p-value 

Idh −2.7097 

1% −4.394 

Δidh −6.3090 

1% −4.416 

I (1) 5% −3.612 5% −3.622 

10% −3.243 10% −3.248 

Ide −3.213 

1% −4.394 

Δide −8.804 

1% −4.416 

I (1) 5% −3.612 5% −3.622 

10% −3.243 10% −3.248 

Exp −3.523 

1% −4.394 

Δexp −5.045 

1% −4.416 

I (1) 5% −3.612 5% −3.622 

10% −3.243 10% −3.248 

Imp −0.814 

1% −4.394 

Δimp −4.695 

1% −4.416 

 5% −3.612 5% −3.622 

10% −3.243 10% −3.248 

Inv −2.458 

1% −4.394 

Δinv −5.985 

1% −4.416 

I (1) 5% −3.612 5% −3.622 

10% −3.243 10% −3.248 

Pib −2.358  −4.394 Δpib −6.155 1% −4.416  

Source: Author’s calculations on Logitiel Eviews 9. 
 
Table 2. Results of the Johansen (1988). 

Cameroon 

H0 λtrace 
Values 

read at 0.05 
λmax 

Values 
read at 0.05 

r = 0 141.1560* 103.84 60.23204* 40.956 

r = 1 80.92398* 76.97 31.84067 34.805 

r = 2 49.08331 54.07 22.13424 28.588 

Source: Author’s calculations on Logitiel Eviews 9. 
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 Presentation of the model, estimates and robustness test and interpreta-
tions. 

From a theoretical point of view, when variables are integrated of the same 
order, and they are cointegrated, a VECM model should be estimated. 

Model presentation and estimation. Thus, the model to be estimated is of 
the form: 

1 1

1
1 1 0

k k t

t p t p t p p t p k t
p P p

Didh tce Didh DLX
− −

− − −
= = =

= α + β + γ + ϕ + ε∑ ∑ ∑          (2) 

with: tce = (idht − θkXit with tce the equilibrium restoring force such that αp < 0 
and negative; 

Xit = (idet, expt, impt, invt, pibt) is the matrix of the variables of the model in 
logarithm; 

βk and γp are the short run coefficients, while θk are the long run coefficients. 
The terms φk and εp represent the constant term and the error term. 

The results of the estimates are contained in the following Table 3, which pre- 
sents the results of the short-term and long-term estimates:  
 
Table 3. Results of short-term and long-term estimates. 

Explanatory variables 

Endogenic variables (idh) 

Long-term relationships 

Coefficients p-value 

ide (−1) −1.003*** 7.477 

exp (−1) 0.1067** 2.623 

imp (−1) −0.1471*** 3.999 

inv (−1) 0.28441*** 3.692 

GDP 0.2623** 2.132 

TCE9 −0.0084** 2.546 

Explanatory variables 
Short-term relationships 

coefficients coefficients 

Dide −0.005*** 2.437 

Dexp −0.00155 1.46 

Dimp −0.0008 0.795 

Dinv 0.0020 1.56 

Dpib −0.0006 0.643 

φ I 0.0008*** 4.616 

Note: ***, ** and * represent the significance of the parameters respectively at the 1%, 5%, 
and 10% threshold for respective values of 1.65, 1.96 and 3.65. Source: Author’s calcula-
tions on Logitiel Eviews 9. 

 

 

9Analyzes the cointegrating relationship between the variables. 
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In the long term, the analysis of this table shows that the results obtained re-
spect the conditions for estimating the VECM models. Indeed, the error correc-
tion term is negative and significant at the 5% threshold (−0.0084 (2.546)), vali-
dating the idea that there is a long term relationship or cointegration between 
the variables of the model. We also find that in the long run, foreign direct in-
vestment (fdi) negatively influences Human Development Index (hdi) in Came-
roon at the 1% threshold (−1.003*** (477)). One of the main reasons for this 
discrepancy lies in the difficulty of defining and calculating the hdi (which is 
human capital), where often the average number of years of schooling or initial 
schooling is used to account for returns to education. These measures are calcu-
lated using the Perpetual Inventory Method (PIM), interpolation, extrapolation 
or subjective estimation: Portela et al. (2004), then De la Fuente & Domenech 
(2006), estimate that, on average, the PIM underestimates the observed results 
by about one fifth of each school year every five years. 

Other significant shortcomings concern missing data, differences in the classi-
fication of different levels in the data collection. In addition, measures of formal 
education do not take into account work training, work experience and learning 
by doing: Baldacci et al. (2008) have led to divergent econometric results. 

In the same way, it emerges from the analysis of this table that the long-term 
model has a very good explanatory power for the variables (exp) (0.1067** (2.623)), 
(inv.) (0.28441*** (3.692)) and economic growth (gdp) (0.2623** (2.132)) which 
positively influence the hdi. These results simply justify the fact that trade open-
ness enhances access to larger markets and thus contributes to hdi. For, offers 
wider ranges of consumers and it could presumably, therefore, help attract more 
MNFs (Mansouri, 2009), anything that allows us to presume a positive relation-
ship between the two variables. 

In the short term, it is only the fdi variable (−0.005*** (2.437)) that negatively 
influences the hdi at only 5%. Indeed, these variables have the expected signs 
except for exports of goods. Thus, the explanatory equation of the fdi shows that 
it is influenced to short term by the expenditure on education. This negative 
impact can also be justified by the quality of the data or the size of the sample. It 
can also be explained by the fact that revenues from exports are not used for hu-
man capital improvement. 

4. Conclusion 

This paper, which analyzes the effect of net foreign direct investment inflows on 
human development in Cameroon through its Human Development Index (HDI), 
led us to review the empirical literature on Foreign Direct Investment (FDI) and 
the main variables such as knowledge transfer, human capital, productivity, pov-
erty reduction, income, economic growth and poverty reduction. It is found that 
most empirical studies on the relationship between FDI and the said variables 
show that the effects are not always positive and significant. Other studies show 
the negative effect of FDI. Our study highlights the long run and short run re-
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sults. In the long run, the variables exp, inv and GDP influence positively the 
HDI. These results simply justify the fact that trade openness enhances access to 
larger markets and thus contributes to the Hdi. But, in the short run, the FDI 
variable has a negative influence on the HDI through expenditure on education, 
mostly because export revenues are not used to improve human capital.  
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