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ABSTRAK

Tujuan kertas ini adalah untuk menilai secara perbandingan penentu utama
pelaburan asing lansung (FDI) Jepun dan Amerika Syarikat di Thailand dalam
tempoh 1970-2000. Dalam analisis ini penentu FDI jangka pendek dan jangka
panjang dianggarkan. Keputusan pengaggaran menunjukkan bahawa dalam
jangka pendek dan jangka panjang FDI Jepun didorong oleh faktor-faktor
perdagangan dan kenaikan nilai yen. Manakala FDI Amerika Syarikat didorong
oleh faktor pasaran, khususnya tahap pendapatan rakyat Thailand. Keputusan ini
membawa kita kepada kesimpulan bahawa FDI Jepun adalah berorientasikan

perdagangan, manakala FDI Amerika Syarikat beorientasikan pasaran.



ABSTRACT

The intention of this paper is to comparatively assess the determinants of Japanese
and American FDI in Thailand during 1970-2000. In this analysis, the short- and
long-term determinants of both FDI are estimated. Estimation results reveal that,
in the short and the long run, Japanese FDI is found to be driven by trade factors
and the yen appreciation. While the American FDI is driven by market factor,
specifically the income level of Thai people. These findings lead us to conclude
that Japanese FDI is trade-oriented, whereas the American FDI is market-seeking-

oriented.
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Chapter 1

Introduction

For developing countries, in general, foreign capital is a necessity. Most of them
do not have adequate domestic saving because their populations have low
incomes and their savings are also at a low level. Foreign direct investment (FDI)
can serve not only as an important source of capital funds to fill the developing
countries savings gap, but it can also be an important channel of technological and
managerial resources as well as provide market access in a package form for the

developing host countries.

In Thailand as in many developing countries, foreign direct investment (FDI)
assists its economic development. The high economic growth rates were attributed
by industrial sectors’ performance, which were boosted by high inflow of capital
funds from foreign countries, especially FDI in the manufacturing sector

(Sibunruang, 1984; Board of Investment, 2001).

The main source of foreign direct investment inflow to Thailand is Japan,
followed by the United States, Asian Newly Industrialising Economies (NIEs),
European Union (EU), and Association of Southeast Asian Nations (ASEAN).
The importance of Japanese and American FDI can be seen from the fact that they
accounted for between 51-59 percent of total FDI inflow in Thailand. During
1970-1979, the annual average of American direct investment was slightly higher
than that of Japan, with an average of 590.27 million baht compared to 496.8
million baht that of Japan. In contrast, in the 1980s, Japanese direct investment

was more than twice that of the American, with a total of 4,958.81 million baht



The contents of
the thesis is for
internal user
only



References

Agarwal, J.P. (1980). Determinants of foreign direct investment: a survey.
Weltwirtschftliches Archiv Band 116 Heft 4, 739-773.
Aliber, R.Z. (1970). A theory of direct investment. In C.P. Kindleberger (Ed.),

The international corporation: a symposium. (pp.17-34). Massachusetts:

MIT Press.

Baek, I-. & Okawa, T. (2001). Foreign exchange rates and Japanese foreign direct
investment in Asia. Journal of Economics and Business, 53, 69-84.

Bank of Thailand. The monthly bulletin. Bangkok: BOT. (Various issues)

Belderbos, R. & Slauewaegan, L. (1996). Japanese firms and decisions to invest
abroad: business groups and regional core networks. Review of Economics

and Statistics, 78(2), 214-220.

Buckley, P.J. (1985). A critical review of theories of the multinational enterprise.

In P.J. Buckley & M. Casson, The economic theory of the multinational

enterprise. (pp.1-19). New York: St. Martin’s Press.
Board of Investment. Foreign direct investment data [Database]. The International
Affairs Division, BOI.
(1995). A guide to the Board of Investment. Bangkok: BOL.
(2001) Investment report. Bangkok: BOIL.

Caves, R.E. (1993). International corporations: the industrial economics of foreign

investment. In J.H. Dunning (Ed.), The theory of transnational
corporations. (pp.61-88). London: Routledge.

Chakarbarti, A. (2001). The determinants of foreign direct investment: sensitivity
analyses of cross-country regressions. Kyklos, 54, 89-113.

Chaipan, C. (1994). Foreign direct investment in Thailand from Japan and NIEs: a
local perspective. Study No.78. Nagoya: International Economic Conflict
Discussion Paper.

Chou, T.- (1988). American and Japanese direct investment in Taiwan: a

comparative study. Hitotsubashi Journal of Economics, 29, 165-179.

47



Chunanantham, S. & Sachamarga, S. (1982). The determinants of direct foreign
investment with a specific role of foreign exchange rate: an application to

the Japanese case in Thailand. Economic Bulletin for Asia and the Pacific.
33, 28-45.

Dunning, J.H. (1973). The determinants of international production. Oxford
Economics Papers, 25, 289-335.

Earmjitmetta, J. (1989). A comparison of characteristics and impact of foreign

investment in Thailand between different periods. Master’s thesis, Faculty

of Economics, Thammasat University. (in Thai).
Engle, R.F. & Granger, W.J. (1987). Co-integration and error correction:
representation, estimation, and testing. Econometrica, 55(2), 251-276.
Froot, K.A. & Stein , J.C. (1991). Exchange rates and foreign direct investment;
an imperfect market approach. The Quarterly Journal of Economics, 106,
1191-1217.

Fry, M.J. (1993). Foreign direct investment in Southeast Asia; different impacts.

Singapore: Institute of Southeast Asian Studies.

Goldberg, L.S. & Klien, M.W. (1997). Foreign direct investment, trade and
exchange rate linkages in Southeast Asia and Latin America. NBER
Working Paper No. 6344.

Gujarati, D.N. (1995). Basic econometrics (3" ed.). New York: McGraw-Hill, Inc.

Kanchanapant, S. (1985). Foreign direct investment from less developed countries

in _Thailand. Master’s thesis, Faculty of Economics, Thammasat
University.
Kojima, K. (1973). A macroeconomic approach to foreign direct investment.

Hitotsubashi Journal of Economics, 14, 1-27.

(1995). Dynamics of Japanese direct investment in East Asia.

Hitotsubashi Journal of Economics, 36, 93-124.

Lehmann, A. (1999). Country risk and the investment activity of US multinational

firms in developing countries. IMF Working Paper 99/133.

Lim, E. —=G. (2001). Determinants of, and the relation between, foreign direct
investment and growth: a summary of the recent literature. IMF Working
Paper 01/175. Washington D.C.:International Monetary Fund.

48



Lizondo, J.S. (1991). Foreign direct investment. In International Monetary Fund
(Ed.), Determinants and systematic consequences of international capital
flows. (pp.68-82). Washington D.C.: International Monetary Fund.

Love, J.H. & Lage-Hidalgo, F. (2000). Analysing the determinants of US direct

investment in Mexico. Applied Economics, 32, 1259-1267.

Lunn, J.L. (1980). Determinants of US direct investment in the EEC. European

Economic Review, 13, 93-101.

Mody, A. , Dasgupta, S. & Sinha. S. (1999). Japanese multinationals in Asia:
drivers and attractors. Oxford Development Studies, 27, 149-164.
Noorbaksh, F., Paloni, A. & Youssef, A. (2001). Human capital and FDI inflows

to developing countries: new empirical evidence. World development, 29,

1593-1610.

Phillips, P.C.B. & Perron, P. (1988). Testing for a unit root in time series
regression. Biometrika, 75, 35-46.
Pongpaichit, P. (1990). The new wave of Japanese investment in ASEAN.

Singapore: Institute of Southeast Asian Studies.
Pupphavesa, W. & Pussarungsri, B. (1994). FDI in Thailand. Bangkok: Thailand

Development Research Institute.
Schneider, F. & Frey, B.S. (1985). Economic and political determinants of foreign
direct investment. World Development, 13(2), 161-175.

Siamwalla, A. , Vajragupta, Y. & Vichyanond, R. (1999). Foreign Capital Flows

to Thailand: determinants and impact. Bangkok: Thailand Development

Research Institute.

Sibunruang, A. (1984). Foreign investment and manufactured exports in Thailand.

Ph.d. dissertation, the University of Sussex.
Singh, H. & Jun, K.W. (1995). Some new evidence on determinants of foreign
direct investment in developing countries. World Bank Policy Research

Working Paper No. 1531.

Suzuki, M. (1986). Theory and some empirical evidence of Japanese foreign

direct investment in Thailand. Master’s thesis, Faculty of Economics,

Thammasat University.

Tambunlertchai, A. (1979, August). Attitudes and experiences in Japanese — Thai

joint venture investments. Paper presented at the conference of Thammasat

University and the Japan Foundation, Pattaya, Thailand.

49



The Industrial Finance Corporation of Thailand (1989). Foreign direct investment.
Bangkok: IFCT.

Traiwannakij, S. (1992). Foreign direct investment in Thailand. Ph.d. dissertation,

Faculty of Economics, Innsbruck University.
Tsai, P.L. (1994). Determinants of foreign direct investment and its impact on

economic growth. Journal of Economic Development, 19, 137-163.

Tuman, P. & Emmert, F. (1999). Explaining Japanese foreign direct investment in
Latin America, 1979-1992. Social Science Quarterly, 80 (3), 539-555.

Urata, S. (1991). The rapid increase of direct investment abroad and structural

change in Japan. In E.D. Ramsletter (Ed.), Direct foreign investment in

Asia’s developing economies and structural change in the Asia-Pacific

region. (pp.175-199): Westview Press, Boulder and Oxford.

Vernon, R. (1977). The location activity. In J.H. Dunning (Ed.), Economic
analysis and the multinational enterprise. (pp.91-109). New York: George
Allen & Unwin Ltd.

Vivatanachai, A. (1975). The role of Japanese investment in Thailand. Bangkok:
Odian Store Publishiing. (in Thai).

Wezel, T. (2003). Determinants of German foreign direct investment in Latin
America and Asian emerging markets in the 1990s. Discussion paper

11/03. Frankfurt: Economic Research Centre of the Deutshe Bundesbank..

Wheeler, M. & Mody, A. (1992). International investment location decisions —

the case of U.S. firms. Journal of International Economics, 33, 57-76.

Wooldridge, J.M. (1999). Introductory econometrics: a modern approach. The

United States of America: South-Western College Publishing.

50





