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Abstract

This paper aims to study impact of foreign direct investment on
the economic growth of Lao PDR, with the variable of foreign direct
investment in the agricultural sector (FIA), the industrial sector (FII)
and the service sector (FIS) and the dependent variable that is the
economic growth of Lao PDR (GDP), as a time series from 1991-
2020, focusing on the analysis using the multiple regression model
with the ordinary least squares method, the effect of investment on
economic growth in the short-run by the method of Granger causality
and the effect of investment on long-run economic growth with
Johansen's cointegration method:

The results of the analysis in the regression model show that the
foreign direct investment in the agricultural sector is accepted null
hypothesis that means, it has no effect on the economic growth of Lao
PDR, the foreign direct investment in the industrial sector (FIl) and
the service sector (FIS) the test results reject null hypothesis with
significance of 0.05, indicating that the investment results in both
sectors have an effect on the economic growth of Lao PDR. The
results of the analysis of foreign direct investment to the economic
growth in the short-run shows that the coefficient of the foreign direct
investment in service sector has a positive value and rejected null
hypothesis (Ho) with significance of 0.05 indicating that there is a
short-run effect on the economic growth. For foreign direct
investment in the agricultural and industrial sectors, there is no effect
on the short-run economic growth of the Lao PDR because the null
hypothesis (Ho) is accepted. The results of foreign direct investment
to the economic growth in the long-run shows that the coefficient of
foreign direct investment in the agricultural sector has a negative
value, indicating that there is no effect on the economic growth in the
long-run, for the coefficient of foreign direct investment in the
industrial and service sectors were a positive value and rejected null
hypothesis (Ho) with significance of 0.05, when there is an increase
in investment in those two sectors, it will result in a long-run effect
on the economy (GDP) to grow.

Keywords: Economic growth, Foreign Direct Investment,
Cointegration, Granger causality
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1. Wzl

nAgNulnufigeInguzinn (Foreign direct investment) Andududunugeiunzas
gancaunddntafiv wdSeutegznon Wennwdfiv car vidznnIfume cheancaut
Suwromeuiiazuln taneugzoueunmudiiv (31390 ldivsioi Sfumosxdiondietudfiu
Jludzanoiidizancautwiusey. nudsiutoofirendnuzanndoucdoddBud thannigges
thef G33Ruen3iBunndunita way vxanniitbSuniuuidsfives tguzannduioud ey
ANNSIRucoudISumadsmn was dntuladidugs i vwis s $388udniy
Usueugnmdmtagdnbunuonfotutuduon du: fodnuiionzuéudintadwieludsmn,
Bnuiionzmwniudng § aowwgniSgmmtdtagaiivniviionzuidintulad, uenainiivés
Z%ljt'iuctU’ﬁﬁmuezmmyﬁaﬁmnmU5neuﬁmzﬁﬂmjmazﬁmzﬁw§u, mudoiniSnyunigejyzgigy
wiwtuUzoRd udy Suiejurein SnwdiRuesSadudn war OSnudisnsugzouelnolutiogniy
wis Uz ey 3eentudndzinn c§jc§o‘Zzﬁc‘iumc"ijxczno‘cugcénmww‘iwzcmngijéu 4960
§OE’I’IE§UE§JZ§D§j (e é’chﬂ'j.uaawmmn‘tunmémzuﬁmwzczno‘cfﬁgyluéu. gUU avadudznnoiyio
Bzrecoufindiv 5 dvann, Syuduniv car SEuwssmeuthiurgniitoud o tennidfiv By
¥ 1986 Wuduur Ionzuincny 2 aro tWEiustouvetsucylon oo Inuds ulufvuniy
Ky aaﬁu‘tumjﬁ’mcamnzﬁn-éjﬁumwég’u oz Jusloviwdyduniudsfiuniguzan Gouniuddu
W Inwdodusouifuadzinn, windy cazgiRungofivogniuniudsRudsdmn Gounty
wandyudnsju, SyuLigiy, Snaztiunoiws, nowsuindwdsini way arduchfudaluniy
z‘]’mnzmcﬁljst'auUztmumgmgmesjam (@30 9dounwdifiueedn, 2016) ByEnlHITn333Hu
A9uTu sUd 210 uyugu (33cdiuo1lud 1991 niwdsfintoufijzejniuzimnnlusaouniunsgn
way Uatd J 6 Tagnay Dyuaa 20.14 Sloizncdo, 2cuoujgnginen J 36 tagniu Jyuan
435.18 A1z 0, 2zeougnivdaniy J 26 Tagnw Jyuas 88.50 Jwlnaxsmzln, J 1995
2erouInNIuNgdnT caz Jatd I 3 tagnw Dyuar 5.07 Jwlnaisznedn, 2vcoujengimeni J 30
taniu Jyvuar 86.83 Jwlnaizzmzdn, 2swougnivdaniy J 30 1aynw Jyual 707.12 Jauloas
ezA0, ¥ 1999 2zcoyiniunzdna caz Jatd J 11 1agniu Jyua 69.41 31uTn1:mz30, 2500y
jongnzni U 14 Tagnau Jyual 56.56 3wlnigenzdn, 2vcouinudd3niy 35 Tagnu Jyuan
20.03 Zwlngznzan, Tl 2004 2xcouiniunedni way Jatd J 19 tagniu Jyuai 84.08 Jaulnxn
e, 2rcoenineni J 88 1agniu Jyual 412.69 Jwlnaienzdn, 2vcouinwwddniy J 217
Tagnu Dyuaa 36.38 wlnzenzdn, T 2008 2xcouiniunzdni waz Jatd O 37 tagniu Jyu
£11 273.01 3wz, 2rconignwnzni J 73 tanwu Jyuai 246.76 Jlnaigsnzdn, 2w
ouIMUdIn J 214 Tagnau Dyua 131.05 Jawlnigznsdo, ud 2012 2rcouniunedn cas
datd 0 8 Tagniu Jyuan 739.87 Jwlngznzan, 2swovigngwnzni J 49 Tagniu Jyual 3,016.78
AUT0FznE A0, 2reouiMmudaniy J 4 1agnaww Jyual 701.59 Jauloagznzdn, Tud 2015 Ny
JynuzeInuzinnluereouinunedni waz Jatd O 2 tagniu Saduyua 352 Jwlnigenzlo,
2ermuionxinznt J 10 1agnu Sacduyual 663.74 Jauloagenzia, 2vcouiniuddniy J 3
Tagnu Jyuaa 43.5 Swloaigzmedn way Wl 2019 mudggivesinigyzimnnlugscoiniuns&ni
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wz Uty J 2 tagnu Sncdduyual 45.55 Juloigenzdo, 2rcovignginen J 5 tagniw facdy
yua 121.74 3wloaigenzdn, 2suougniuddni J 8 tainiu Jyuas 44.77 Jwlnigznzdo (Au
498 uniudsfiv war Augeffeongsio, 2020).

nugsngIufionnenings) WY 210 U 1991 yuaRouusnuzInnzdiuuouaoU wlu 888.70
Julnigzneda, U1 1995 ﬁgwﬁm’ﬁ%ﬁu 1,510.45 30019z 30 waz DSnnmivesmursdio
3RO R0 7%, B 2000 Jyvadinfiu 1,644.89 Swlnaigensdo 39580 mesmatstio 5.84%,
2005 Syuaacdiafiv 2,844.52 Sawlnagznedn Sanmnwesmurudocu 7.29%, U 2010 Jyua
(iU 6,552.58 Zwlnaigzmedn La"’jﬁémmmwezmmaﬁa 8.1%, U 2015 B@usﬁﬂcz}"nﬁu 14,656.5
Haulnaigenzdn (33080nmangsnuwdo 7.4% way U 2020 Syuaiiiadiv 18584.86 Sawlnan
grnzdo (33080mnuesmeisfio 3.28% (Fiudr nuernuwfioanzfinge) aUU 210 B 2020 J
Somniuesnurefiotisunal sjeurmnniutdazuingejuzantadn 19 (euinIuedy SUU 219,
2020). 2ngyunudifivioufeegtigzan funugsnewdonnzinge) sUd a0 Hidniou
8a3cfigHy 68n215380Te8ngIngofiv “Bueeiniwdsfivloufizenainadfivniuesnuwdo
(R0TzN0293 WY 10”.

'31mUzZ?‘ljasjmué’ma’n?us'"ﬁjﬁccbu Buzenudifulnufijzeiniuzinndiiuniuesngiudo
(R0M=10293 YU 212 wad 1991-2020.
2. guznev AL Stinw
2.1  3fnwium waz acuaousyy
mu§mm‘Cugjﬁ‘cﬁaauaauéyumam (Sutgyl 29nzuInWlan RFunweznuefioRnnzNings)
UU 219 (GDP), nudsiiulngfijzeinigusinntugsaouingdna, 90l way J3nay cutdun
WNSutgyl 2ojgusrifictizin. veniiy unduy nugrwiznugznuwGorRoTERnMIUEAR LY
ou & ceudonzut 5 ¥ clutduraniSutEzegnsniniy wy UU a0 S12yuiitiul Wugyusy
Ao wid 1991-2020.
2.2 3inwuSiae

nuSorzdugenudsfuadzmnndiivnuesnawdoonsfioze] SUU Q10 5j§@§1naﬂ‘cﬁ
StozloolBruuimenyennzSa 31hSnsdon 3 sunuud: Snrfuzeiniudifuanusmnd
Humuiionzuignnznngs) sUU 210 TﬂEJCﬁéEEUU’%’IEJSjﬁﬂﬂSUﬁOUﬁZﬁﬁﬂﬁjﬁSjUﬁSUﬁ@ﬂ, Sz
29inw3sRulouRIaINaUznn Gifunuesmeofomonsfintansdy ciutEsSHee) Granger
Causality «az Sozfuzeiniudifuloufsnndndemodfivniuesnuwdoonzfinlutaszu
1087833299 Johansen Cointegration.
2.2.1 :nmﬁtm:tnu?étcuuémejﬁnneuﬁauﬁﬁﬁﬂﬁjmjuﬁeuﬁgn.

ndcarcdudiufinneudoudiinidsejsiisugn (Ordinary Least Square Method) (dunau
Starzdugeiniudifulnufijgeinidsmnny 3 excouiniuniuganeinos S8udfuniwiionus
(R0TERN29) VU 10 § U (31 0xuuiasgtsh:

GDP, = f, + B FIA + B,Fll, + BFIS, + ¢,
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Ve (GDPy) Gross domestic product, (FIA;): Foreign direct investment in agriculture, (Fll;): Foreign
direct investment in industry «Qz (FISt): Foreign direct investment in service.
B, : chuendwd0dsi, B, 5, B, whuendwzdnes) FIA, FII,, FIS, mudidiy, &, : «lue
arcdion wax t =1991,1992,...,2020.
2.2.2 BugenudifivdfiunuesneuioaonsRintutausdy.
nufingsuduzeinwdsfudfiuniuiinnzvigonzines) UU 219 ‘Zugjﬁt’;é’mm‘cﬁ‘féﬁﬁ
Granger Causality test lncuu31299 Vector Error Correction Model (VECM) (Granger 1969) c§j
S8 uBuiitsfingsudl;
p

Yt Zalllxt |+Za121Y +g

p

P
Xt ZZIBILth—i +Za12,jxt—i +Uu

i=1 j=1
J3uyonwiiogsud:

H,: OoUjusnszye was fodljunuddIfunsfiudifiv was fiv.
H,: fodjuSnszye uaz FodljueudIBunsfiudifiu was fiv.
Yoodh: Y, @ufotsuniucnuld GDP, wax X, dufotjudngznzanuld FIA, FIl, way FIS, |
Nazd nuiingsunoiudumnduBugratiodjudisuiiu §j‘tﬁi‘ﬂomzwﬂNﬂuﬁzﬁ293 Granger causality
(Granger, 1969) Uaingsucuy193 Vector error correction model L§j£’ﬂhﬂﬂuzﬁogsumﬂyﬁoﬂjuﬂ
TuduBungo cachaJmannonsUﬂm.umzuw‘iu‘cauvau (Short- run) Johansen and Juselius (1990) «az
znozl9Uao’n.uwjesjaowmmmswsou (Error correction term) cwemomaeumudumocmmmgumu
tauze0 Engle waz Granger (1987), caj.ugl.uwwmm:jsumju

- mufingeunorudiiivtavzdu (nudnandiyl Wwdnswginasioge toutiogniudiogeus

nuATivlnafijgeInuzinndunndl GDP UjﬂJECUjUﬁfJ)
AGDP, = B, + BAGDP_, + B,AFIA_, + B,AFIl_, + B,AFIS_ +@gECT,, +U,
PNSLEVN 4 ﬁé‘luyomuﬁogsuﬁjagjz

H,: Gotsudngzme dumaldidodsuniv.
H,: fodjusnzzye Wumnthitiotgunau.
Yoot Gotsuniud GDP, way Aotjudnaznzualy FIA, FIl, gay FIS, .

P
[

- rduniviingsu e Sndisuéwanduguiazdy wdove SnwdudoBigqnduquiay
210 9 0 cJuDSUbu cay ﬁuynmwﬁmasuﬁjﬁ:

GDPt—l = Po + FGDR, + B, FIA  + BFIlL  + BFIS , +&
03 =ECT =GDF_, - 4, - SGDF_, _ﬂzFIA - BFl = BFIS
PNIVBUN 5 ﬁlvaﬂjauunmumoasuamum (Unit Root) 299 ¢, doududiu Level 3 1(0).

H,: maowmomswﬁﬁﬁnauuunj

H,: enorunindeuiinazuzis.

2.2.3 nmudgiulnufignausinnaiunuesngetonneninlutauseto.
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naw3arzdugeiniwdsfulosfisamnagdsanndiiuvniiionsuigonzfoutassao couls
Stiniwag9 Johansen & Juselius (1990) SSunsus:

(1) NonsUNIUTIZTL299(UUIIRY:

NIUNDNKSUNDIUTIL I U299 UURIRDY cnbmﬁ’m;J:zm'amsﬁﬂéuﬁuaowﬁjz"’nesjﬁoﬂjucﬁu
((UU129) §39ﬂnazﬁéﬂ§uﬁua0ﬂuﬁjﬁ ﬁcnmnhﬂj (ay aRYA zjjjmnéaawwwmﬁjz"’nesjﬁwju
Lci’]o%jasnmﬂmaowinéﬂzﬁmﬂxé‘wasjccuuﬁmej, g”né’lumuﬁnms'”ﬁjﬁcc.umﬁeméﬂmaawméﬂeej
Schwarz Information Criterion (SIC) Lajﬂmjma.umweumgnﬂ‘Zuaomowmaﬂsmu?n (819y
casn‘Ca91Jounjmommwomcuumasj (Hegnnduduiunoruaigadicoury aumanmUjumjunu
209517 ajmmnmuou‘mmnaumug}uu:

SIC = Tlog ‘zz ‘ +logN/T

Youdi: T : chuswounudnoniuiiSoorudututd (Number of usable observations).

N: ccbw%ﬂuowwﬂmﬁcﬁzﬁjuﬁmﬁmmzmu‘(ﬁ@?wccc’mzﬁuﬁu (Total number of parameters
estimated in all equations).

‘ZZ ‘ ccLufonilnasgarudyu (Determinant of variance/covariance matrices of the
residuals).

(2) Mo Rank 293 7 § Auoudnctizejnousiiiu Cointegration (r ).
£11 Rank 293tufn 7 (Wua1uow Characteristic roots fdemeoncmgangy 830aoudututd 3 Nasd
a:

'
A Q aQ Q

- Full rank ccw rank (77) = n gzenjotiodjunndiodign g Jauiwuda 1(0).
- rank () = 0 szungdfiodjunniolddngzusdagin § J Unit root
-rank () = r €z 0< r <n FzanDrbIwouSnd Cointegration =r.

£19: [N 18 Tunwdingsutlisom1amwoauiSnd Cointegration i Trace test €z Maximum

Q QN [

eigenvalue test .58 08UG:

Trace test: Atrace(r)=-T > In(1-4,)

i=r+1

ez Maximum eigenvalue test: A max(r,r+1)=-T In(l—ﬁ,rfl)

loudi: T cdudwoua1Rima wae A wow Eigenvalue g3gngesuin 7 lnuJ8uyoniuiingeuii:

Juuanuiiogeu Trace:

H,: 91u2u Cointegration Vectors Oefiu v
H,: @1uow Cointegration Vectors g9no r
Juuanuiiogesy Maximum eigenvalue:

H,: @1uow Cointegration Vectors O r

H,: @1u2w Cointegration Vectors g9no1 r+1

{71 Statistic Sendndt adRndiazdu 0.05 (0.05 Critical Value) wlveoUEy H,, 1101 61293
Maximum eigenvalue statistic Se1gIna1 en3fndiaziv 0.05 (0.05 Critical Value) wludsfan H,
3.  Buttsu
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3.1 Serlngguuuineifinney Goudtiniiteslisuiign
Buniudarzcuuiirgsifionsudoudiinidigeplisuiign s1un2JucuuIRSJRnNYLUuLd

De-
9
Cooe

GDP; =-21319.04 - 1.173 FIA - 3.475 FII + 4.219 FIS
(-0.839)™  (-0.418)™ (-2.979)" (2.979)"
PNCUUI299 (10) (Fudr nwdgtivloufigejngueinniuescouinegdna (FIA) «ouoDiuc

fiuniwgzngiufionnzfings) YUY 210 Lﬁsjmnmm’ﬁogsuaeuéuéuyommﬁn H,, Ny
loufisegingyzmnn luasaouigngnsna (FI1) cruniudiogsucy Jefinduyoniugn H, God
asfiunoiuddivnmygeB8iiastiu 0.05 grraidr SBudfiunuesnuwBonnzfings) Ud 10 way
nudjiuloufiizeiniguzinn tugsaouIniudaniy (FIS) gaunwdingey wludrfod uynniugn
H, Govardunoruddunigs §8fiazbu 0.05 grangdr Jdudfiunuesnuwdoanzfings) suu
710.
3.2 ButGuammudimzinn caz Butioudii Granger Causality

nuSaidueeniudifivlnefisrnadsmodfivnuiinnsuigoneioes) SUU 239 cOutd
%3fHize) Granger fingou YnuSSunsunuSnizd: Suneud 1 Gegtéfingsunorumuirdudtdu
nuggogoanoiuastnasangrfies) SIC wilingsunoiumIzdu (Twmnzand 2), Sunsuf
2 §139INFONNDILINIL T L2938 (010 DIUAIZACID S3fingsudiveeinudsfivloufigendagdy
wadfunuiinnzugnnzfines) suu 210 Gouduiiu Vector Error Correction Model

tljwmuz}‘m:lsUéajcaaﬂaaﬂuéﬂéﬂﬁcwﬂzﬁu ([Hud1 91 SIC TugoondWAEW 1 Javvlisy
nowY ﬁauazﬁuaawﬁ%ﬁumnmﬁﬁﬁazﬁu 0.05 xguo 209(0102WNZ1TUSVGUN 1 (TUZ03
aawméﬂzﬁcmzé‘luzﬁgm e tsB1tunuSnizuuuans] VECM.
tljmn°|uzﬁnasucﬁj9559méﬂéuﬁuéajcamaawméﬂzﬁcmwéu c§j‘cﬁﬁﬂcéﬂéuﬁuaajcamaawméﬂ
(Lags interval=1) U3ty mmnazqgutﬁun’mﬁcmz‘cﬁﬁjﬁ:

1) SunmuSmisaolwdndntavzuoloucuuaias) VECM @iuds nufingeunoiuiiizs)
&1 ECT wlud §angslly grunjor aorwdiiivesiniudifinloofizeinddsuoivnivesnaiedo
onzfines) aUu 210 Iniudisuéiwssnaninduquiavsducdo awd Inwiufodgandugy
tQgze0.

(2) 21uBU 7 aoruiiveeINIwdgniulnaijanadzanniuniugsngfonnzings)
20U 210 Wiavsdy e Iud oty taE:
AGDP, =829.64—-0.6186AGDP ; —0.3193AFIA , +0.088AFII _, +3.164AFIS_, —0.0576ECT

(2.498)* (~2.772)* (-0.163)™  (0.454)  (3.165)*  (0.726)™
[Hud1 nuiingeumIrdngeniudjnulnaijesingyzinniuescongniudaniy Jaidy

'
o0 Q

uon 1z Yrfnduunniudn H, douartunaiusifiun1gefitiiaziiu 0.05 9xen3dr n1udgi
YnofisesmgusinnlugsconiniudSniudnoiuddy Wiausdy funwesneisfomnnzinge)
U %0 tWiufnngngosiv, (henwdifuloufeeitiu=unntues counudSni @udy 1 fio
Uﬁayazﬁjﬁu?w‘cgw%u?ﬁcgmn::ﬁmesj U arolmuesBoludy 3.164 Foviou Govaztiunoiu

(Z900V 95%, 13U NwIuloufijeeIniguzinnlugstouinzdni «ay excmignImen wluud
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Sudneznuefoonzings) sUd 210 exmurwolutausy cﬁsj'am nuiingsuiuunnIu
UV USUIUINTIVEN H, .
3.3 SwenzBuee) FDI G GDP Wiauserodou3H Johansen

thmmmﬁngsumﬂmam.uénéﬂﬁt%ﬂ:ﬁﬁuesjccuuéﬂasaj fudBubugeinoiuaisa cludinfiu
(lags interval=1) 'camﬁw%ﬂémaowméﬂﬁjmom&mx (UU1R9INDWSTLUIRULL1D IUEUNIY
Stz mInea13d 4 10SnIzcuuRe) Gounigehi Trace statistic WnaJSuynnuginor fodju
eojcuU1asIdd1wou Cointegration Vector fisunal & hfiu r caz S8uuonuidsna foiljues)
wuU1R930910u Cointegration Vector Tmeinaa r; waz fingsuaou Cointegration Vector 299
uU193 Aovangetid Maximum Eigenvalue Test 1o J8uu0n1udindl fodjuesjcuu1e3ian
o1 Cointegration vector fisunat § dinfiv r 410w way J8uyonmidendt Soljuesiuuinae)
Doy Cointegration vector Weind1 & thiafiu r+1. cJotnuBiazuramnar  Rank (1) Gouaigefs
Trace statistic dou8UU010 r=0 tFiud1 €11 Trace statistic Ja1gInda 11370 Critical value gnJd
Jrndoyonwin H, caz vsuSuduuonden H, 591 r>1 douarbunoiundiungeid
0.05 e Taazwieeefii Maximal Eigenvalue statistic dou@uynnu r=0 fiuda Jagindinnd
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