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Abstract 

Thailand was one of the Asian economies with the fastest increase of producing enterprise exports in the course of the 1990s.  The U.S.A 

produced and exported the most important cost of the producing enterprise amongst ASEAN countries. The Asian Financial Crisis in 

1997 had an giant effect at the economy of Thailand, however no longer a whole lot on production export. Thai manufacturing e xport 

continues to grow on average at 12% per 12 months after the disaster. Various elements had been used to explain the boom of producing 

export in Thailand including productiveness, exchange price and tariff. FDI is likewise known as one in all many elements tha t supported 

production export in Thailand. However, the boom of manufacturing export in Thailand has no longer been defined inside the relation 

to FDI. Therefore, the objectives of this paper are to have a look at the impact of FDI on production export and to research whether or 

not FDI substitutes or complements production export from source nations to Thailand. The prolonged gravity version is the main 

version on this paper. The trade charge and tariff are included in the model so that you can discover the effect of those ele ments on 

production export. The results show that FDI has a tremendous impact on manufacturing export from Thailand to different countries. 

In addition, FDI is complemented by way of manufacturing export from source nations to Thailand. 
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Introduction 

Thailand is one of the fastest growths of producing export among Asian economies in the course of the Nineties. They had an average 

boom price of producing export at approximately 20% in line with yr. Thailand became a center of the manu facturing enterprise in 

ASEAN international locations at that point. The United States of America produced and exported the most important fee of the 

producing industry amongst ASEAN countries. The Asian Financial Crisis in 1997 had considerable impacts at  the financial system of 

Thailand, but now not a good deal on production export. The impact of the disaster in 1997 dropped the output of the producin g 

enterprise to the second one largest a few of the ASEAN international locations. However, the producing export in Thailand keeps 

developing on average at 12% in line with 12 months since the disaster. 

 

Various factors had been used to provide an explanation for the boom of manufacturing export in Thailand after the disaster c onsisting 

of productiveness, exchange rate and tariff (Tumbunlertchai, 2009 and Jongwanich, 2010). FDI is likewise considered one of many 

elements that supported manufacturing export in Thailand. During the Nineties, the producing export of Thailand especially fo cused 

on labor intensive industry because the hard work value became rather lower than associate international locations. However, the hard 

work in depth industries might now not keep their competitiveness in the long time. Therefore, the government of Thailand mad e an 

attempt to sell the capital intensive industry by means of improving make investments surroundings consisting of developing 

professional of labor (education at domestic and overseas countries), investing in infrastructures (road, seaport, airport, a nd business 

area), enforcing funding promoting rules (tax holiday, import and export price lists and beauty length). After that, FDI from many 

counties installation in Thailand; as a result, FDI reinforced capital extensive industry and improved the manufacturing expo rt of 

Thailand. The great growth of FDI in the production export in Thailand results in question as follow; what are the impacts of FDI on 

manufacturing export of industry in Thailand; what's the relationship of FDI and production export from supply nations to Th ailand. 

In different words, it checks whether the connection among FDI and production export is complementary or substitution. Thus, the 

goals of this paper are twofold. The first goal of this paper is to look at the affects of FDI on production export in Thailand. The 2nd 

goal is to analyze the connection of FDI and production export from Supply U . S . A . To Thailand. The examine covers the duration 

during 2008-2012 whilst FDI and production export become inside the restoration length from the disaster in 1997. Furthermore, FDI 

and manufacturing export were in excessive boom durations. 

 

Scope of the study 

The purpose of this paper is to examine the effect of trade policy regime on FDI contribution to economic growth using time series 

data from the Thai economy. Thailand is a good laboratory from testing the hypothesis for two reasons. First, throughout the past four 

decades, Thailand has been a significant recipient of FDI among developing countries. Second,  and more importantly, Thailand has 

undergone a clear policy transition from an IS regime to an EP regime over this period. The trade policy regime in Thailand was 

characterized by a heavy emphasis on import-substitution in the 1960s and 1970s. From the late 1970s there has been a 

palpable shift towards greater export orientation. 
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There are many research locate that FDI impacts on the export of host countries (Kojima, 1982; Helpman, 1984;  Hellman, Melitz, and 

Yeaple, 2003). Kojima (1982) truly shows that FDI has guidelines of impacts at the export of a number USA. In the first path, FDI 

will increase/decreases the export from the host country to source USA. FDI will increase the export from host country to source 

nation while it has vertical investment. Vertical investment method foreign firms invest aboard to provide intermediate input with a 

purpose to be used in final manufacturing in their domestic country (Hellman, 1984). On the other hand, FDI reduces the expor t from 

the host to supply country after they set up the total system of manufacturing in the host country. As a result, it isn't always vital to re-

import the intermediated product to the country. 

 

In the second one route, FDI increases/decreases the export from the host country to other countries. FDI will increase the e xport from 

the host nation. Invests inside the host us of a as a manufacturing based totally. In other phrases, the host united states of America is 

manufacturing platform for overseas buyers because of the vicinity advantage, low fee of things, and availability herbal assets. On the 

opposite hand, FDI decreases the export from the host to different countries when the export from the host country to supply United 

States of America crowds out the export from the host nation.  

 

Many empirical works of the influences of FDI at the export are discussed at throughout nations and at the us of a degree. 

Chaisrisawatsuk and Chaisrisawatsuk (2007) look into the interaction of change and FDI of 29 OECD and six ASEAN countries at 

some point of 1980-2004. They observe the prolonged-gravity version to test the hyperlink between the change and FDI. The end 

result shows that FDI will increase the export from the host us of a to source us of a at the same time as it decreases the e xport from 

the host us of a to other nations. Liu, Wang and Wei (2001) follow the Granger causality check to analyze the relationship among 

alternate and FDI in China for the duration of 1984-1998. The superb affects of FDI on import and export propose that FDI 

Compliments the alternate of China. Xuan and Xing (2006) use the extended gravity version to investigate the impact of FDI on the 

export of Vietnam. The end result surely shows that FDI has a fantastic effect at the export from Vietnam to source countries . 

 

Based on the preceding literature, the impact of FDI on manufacturing export and the connection of FDI and manufacturing export in 

Thailand are addressed on this paper. This research applies the extended gravity model since it includes vital elements such the scale 

of market, earnings and distance which affect production export. In addition, the extended gravity version permits adding different 

variables into the version. The trade charge, tariff and FDI are covered inside the model a good way to see the effect of tho se variables 

at the export of the producing industry in Thailand. 

 

Methodology 

The study enforces the expanded gravity version to research the impact of FDI to the export of the producing industry in Thailand. 

Tinbergen (1962) brought the gravity version to the global alternate waft . Since then thousands of posted articles and running papers 

comply with his concept. Recent literature (Prabir, 2006; Xuan and Xing, 2006; Chaisrisawatsuk and Chaisrisawatsuk, 2007) observe 

the extended gravity version with the aid of including factors including macroeconomic factors, group and investment policy so as to 

investigate the effect of those factors the exchange glide. FDI is brought into the gravity model to study the influences of FDI on 

manufacturing exports in Thailand. 

 

Fig. 1. Impact of FDI on export of Thailand to source countries 

The effect of FDI on export of host country Consistent with the concept of Kojima (1982) may be illustrated in parent 1. This 

situation, Japan and USA are source international locations at the same time as Thailand is the host united states of FDI. FDI 

http://www.crdeepjournal.org/


SJIF IMPACT FACTOR: 2.912                                                                                                                                                             CRDEEP Journals 

Global Journal of Current Research                                Phirool Phihakendr                               Vol. 3 No. 4                         ISSN: 2320-2920 

Online version available at: www.crdeepjournal.org                            134 

 

influences at the export of Thailand to Japan and USA. The 2nd course of the effect of FDI at the exports of Thailand is proven in 

discern 2. In this      situation, Japan invests in Thailand as a way to export to d ifferent international locations. The impact of FDI on 

the export of the manufacturing enterprise from Thailand to other countries can be formed as the subsequent .  

 

FDI base on approval and appointment  

 

Table 1. Share of FDI in manufacturing industry by countries: 

SL. Year 2008 2009 2010 2011 2012 

 Country      

1. Australia 0.02%  

 

1.32%  0.03%  0.43%  0.60%  

2. Austria 0.08%  0.24%  0.95%  0.82%  0.26%  

3. UK 0.00%  0.43%  9.75%  2.22%  0.96%  

4. USA 3.96%  10.69%  19.92%  6.71%  6.61%  

5. Taiwan 2.40%  3.39%  2.54%  2.64%  3.47%  

6. Sweden 0.00%  0.00%  0.08%  0.00%  0.04%  

7. Switzerland 1.23%  1.33%  0.60%  0.80%  1.22%  

8. Singapore 2.34%  9.78%  9.91%  5.59%  7.87%  

9. Korea 1.13%  2.37%  0.62%  2.44%  1.03%  

10. China 4.21%  0.00%  0.51%  2.79%  0.54%  

11. Netherland 2.91%  5.89%  6.50%  6.80%  1.13%  

12. Malaysia 1.54%  0.55%  1.15%  1.52%  2.37%  

13. Japan 47.73%  44.76%  39.93%  48.25%  66.25%  

14. Italy 0.06%  0.00%  0.43%  0.12%  0.05%  

15. Indonesia 0.12%  0.54%  0.00%  0.00%  0.00%  

16. India 0.02%  0.39%  0.00%  2.02%  0.39%  

17. Hong Kong 1.10%  3.25%  0.16%  1.00%  0.48%  

18. Germany 2.69%  2.66%  0.03%  0.70%  0.47%  

19. France 3.32%  0.04%  0.11%  0.23%  0.13%  

20. Denmark 0.17%  0.00%  0.00%  0.00%  0.14%  

21. Canada 0.99%  0.02%  0.00%  0.15%  0.00%  

22. Belgium 0.03%  0.04%  0.25%  7.13%  0.55%  

 Others  23.95%  12.31%  6.53%  7.64%  5.44%  

 Total  100.00%  100.00%  100.00%  100.00%  100.00% 

Souce: Statistics of FDI in ASEAN 2012 

 

Data sources 

The affects of FDI at the export of the producing industry using the extended gravity model hired a panel facts of twenty -two source 

countries over the length from 2008to 2012. The manufacturing exports cowl more than 90% of total export and encompass pro duct 

organizations below ISIC class. In addition, FDI from those nations proportion round 92% of total investment inside the 

manufacturing industry in Thailand. 

 

 Results 

This segment investigates the effect of FDI at the export of the manufacturing industry from Thailand to supply nations. The study 

applies panel data of twenty-two supply international locations from 2008 to 2012. The statistics of variables are summarized in table 

1 within the appendix. In the case of zero value of FDI, it turned into replaced by way of a small wide variety (0.000001) with the 

intention to generate the herbal logarithm of FDI. The move-sectional time-series records or panel information may be predicted via 

the usage of pooled OLS, fixed effect version (FE) and random effected (RE) version .  The selection on which models, FE or RE 

model may be made by using the Hausman test. The Hausman check is applied where the null hypothesis is desired to RE model. The 

end result shows that the null hypothesis is rejected. Therefore, RE model is preferred. In addition, the gravity version includes a time 

invariant variable, i.e. Distance; as a end result, the fixed impact version isn't always suitable. Then, the Breusch -Pagan Lagrange 

Multiplier (LM) test is carried out in order to decide between RE version or pooled OLS. The null speculation of the LM test is that 

variance across entities is zero. In other words, there is no massive difference across gadgets (international locations). Ac cording the 

result of the LM check, the null speculation is rejected (p-fee < 0.01) and concludes that there is a extensive difference throughout the 

countries. It shows consequences of the impact of FDI on the producing export of Thailand to source international locations the use of 

pooled OLS, FE, and RE. The coefficients  of unbiased variables are slightly special amongst 3 fashions besides the coefficient of 

tariff. According to the Hausman and the LM tests, the translation of coefficients is based totally on RE version. In popular , the 

coefficient of impartial variables affords the appropriate signal: the coefficients of GDP of host and source united states are 

undoubtedly large at the 1% degree even as the coefficients of distance, tariff, and change rate are negatively considerable on the 1% 
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degree and the 5% degree respectively. 

 

The coefficient of the gravity version is interpreted as the pliancy. For example, the  coefficient of GDP of supply U. S .A. Is 

undoubtedly substantial at the 1% stage which indicates that 1% increase of GDP of U. S . A . Increases manufacturing export from 

Thailand to country j with the aid of 2.365%. Interestingly, the impact of tariff on export is exceptionally high in comparis on to the 

impact of other variables. The coefficient of tariff shows that a 1% decrease of import tariff of United States of America j will increase 

the producing export of Thailand by using 4.498%. However, there's no big effect of FDI on the manufacturing export  from Thailand 

to source country. 

 

The consequences of impact of FDI on the manufacturing export of Thailand to different international locations are proven. The end 

result of the Hausman and the LM check shows that RE model is appropriate. In standard, the independent variables offer corre ct 

signs and symptoms: the coefficients of GDP and weighted average GDP of other nations besides United States of America and FDI 

are superb while the coefficients of weighted common distance of other countries real powerful alternate price and common tariff of 

different international locations besides us of a j are poor. The coefficient of FDI has a positively giant at the ten% level. The effects 

of influences of FDI on the manufacturing import of Thailand are proven in desk . The consequences of Hausman and LM take a look 

at endorse that RE model is appropriated In well-known, the coefficient of unbiased variables presents the ideal sign: the coefficients 

GDP of host and source Nation. Whilst the coefficients of distance. However, there aren't any significant affects of import t ariff and 

bilateral exchange on the manufacturing import of Thailand. FDI has fantastic affects on production import of Thailand. 

 

Discussion 

The coefficient of variables consisting of GDP of supply us of a and Thailand and distance in models (two) and (four) are con sistent 

with the previous research of the gravity model; as an example, Prabir (2006), Xuan and Xing (2006), Chaisrisawatsuk and 

Chaisirsawatsuk, (2007) in time period of the connection with export. The distance reflects the transportation prices; as a e nd result, 

Thailand has more exchange with closer international locations than farther international locations. Tariff has the most powerful 

impact on production export among other independent variables because tariff price has direct effect on the export and import  rate of 

the producing merchandise. This is the purpose why the government of Thailand negotiates more loose trade agreements with trading 

partners at the bilateral and multilateral tiers. 

 

Conclusions 

The impacts of FDI and other variables on manufacturing exports in Thailand are invest igated using the prolonged gravity model. 

Main variables which include GDP of host and source United States of America and distance are consistent with the effects of 

previous studies in time period of relationship with export. The tariff has a robust impact on production exports however now not on 

manufacturing import in Thailand. FDI has impact on the export from Thailand to other international locations at the same time as 

there may be no good sized impact of FDI at the export from Thailand to source nat ions. The result additionally suggests that FDI 

complements production export from the supply us of a to Thailand. It supports that overseas corporations put money into Thailand to 

produce and export to different countries in view that many sub-groups underneath the producing industry have comparative 

advantage. Although this evaluation has provided evidences of the impact of FDI on manufacturing exports in Thailand, there a re a 

few constraints and boundaries of information. The facts of FDI and export of the producing industry covers 57 sub-industries. The 

special characteristic, elements endowment, and FDI policy may additionally offer numerous motivation of FDI and therefore on e of 

kind influences of FDI at the export and import in every sub-industry. Thus, similarly investigation need to focus on potential sub-

industries of the manufacturing enterprise in Thailand if there is enough records. 
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