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The Impact of Inward Foreign Direct
Investment on ASEAN Economic Growth: An
Empirical Study Using Panel Data Analysis

Xuchong Yan
Ph.D Student, Graduate School of Economics, Osaka City University

[Abstract)

Utilizing panel data from 1995 to 2020 for the ASEAN-7 countries
and applying the Cobb-Douglas production function, we conducted a panel
data analysis to investigate the impact of inward foreign direct investment
(IFDI) on the economic growth of these nations. According to the estimation
results of the fixed effects model, the coefficients for Inward Foreign Direct
Investment, Labor Force, and Education Expenditure were found to be
positive and statistically significant. Specifically, for each unit increase in
IFDI to the ASEAN-7 countries, their economies experienced a growth rate of
0.0687 percent. IFDI in the ASEAN-7 countries can fill the gaps in domestic
savings and foreign exchange deficiencies, compensating for domestic
investment. Moreover, IFDI can generate employment opportunities by
stimulating employment demand within the ASEAN-7 countries. Additionally,
the advancement of IFDI enables workers to facilitate technology transfer
through labor training and technology assimilation. Through technological
spillover effects, the ASEAN-7 countries can promote technological progress
and achieve economic growth. Additionally, in the robustness analysis, while
the coefficients of IFDI differ, they are consistently positive and significant.
These results confirm the robustness of the fixed effects model’s findings,
suggesting that IFDI has a positive impact on the economic development of
the ASEAN-7 countries.
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