Souphanouvong University Journal of Multidisciplinary Research and Development 11

2024, VVol.10. No. 4, 08- 19

https://doi.org/10.69692/SUJIMRD 100408

Factors Affecting Foreign Direct Investment in ASEAN

Luangphaxay Souphilay*

Department of Economics, Faculty of Economics and Tourism, Souphanouvong University, Lao PDR

*Correspondence:
Luangphaxay Souphilay,
Oudomxai Province
Customs,

Tel: +85602 5555 1677,
E-mail:
Luangphaxayl0@gmail.com

Submitted: July 11, 2024
Revised: July 30, 2024
Accepted: August 15, 2024

Abstract

This study examines the changes in trade openness, gross
domestic product (GDP), and foreign direct investment (FDI) in
ASEAN from 1999-2022, analyzing how trade openness and GDP
impact FDI. Using geographic data and descriptive statistics, the study
employs the Panel Fully Modified Least Squares (FMOLS) method.

The analysis reveals that since 1999, trade openness in ASEAN
has generally increased, driven by trade liberalization, international
trade agreements, and infrastructure development. However, there have
been occasional declines due to specific events. GDP has also
consistently risen due to increased FDI, trade openness, and
infrastructure improvements, transitioning the ASEAN economies from
agriculture to manufacturing and services, leading to more global
exports. FDI has shown continuous growth, supported by trade
openness and infrastructure development, which have enhanced the
region's attractiveness for investment. The study finds a positive
relationship between trade openness, GDP, and FDI in ASEAN. A 1%
increase in GDP leads to a 5.27% rise in FDI at a 1% significance level,
while a 1% increase in trade openness results in a 2.62% increase in FDI
at a 5% significance level.

Keyword: Impact, Foreign Direct Investment, Trade Openness Rate,
GDP Growth, ASEAN Countries.
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M101£A19 1: nudingsuna1ug1lututaszeto (Panel Cointegration Test) S0cnudond1gmnagnauéi
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Pedroni Test (taz S99 Kao Test :

Panel cointegration tests.

Log (FDI)

Pedroni Test

Panel Cointegration Statistic (Within-dimension)

Panel v-Statistic 2.402625
(0.0081)**

Panel rho-Statistic -2.880458
(0.0020)**

Panel PP-Statistic -7.400271
(0.0000)***

Panel ADF-Statistic -7.149548
(0.0000)***

Group Mean Panel Cointegration Statistic (Between-dimension)

Group rho-Statistic -1.130120
(0.1292)
Group PP-Statistic -8.095253
(0.0000)***
Group ADF-Statistic -7.352284
(0.0000)***
Kao Test
ADF statistic -6.851583
(0.0000)***

002719 2: NMuanUzuiuiody Panel Fully

Modified Least Squares (FMOLYS)

Panel FMOLS

Log(GDP) 5.269300
(0.0000)***

Log(TOR) 2.624752
(0.0094)**
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Granger lno18cuu1293 VECM (Vector Error Correction Model)

Variable Short-run Long-run
Log(FDI) Log(GDP) Log(TOR) ECM t-1
Log(FDI) -1.353921*** -1.684894*** -0.001522
(0.0016) (0.0000) (0.9736)
Log(GDP) -0.455398 -0.185893 0.001169
(0.0000)*** (0.0009)*** (0.8818)
Log(TOR) -0.013233 -0.440390*** 0.001493
(0.8745) (0.0000) (0.8723)
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