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ABSTRACT

This study aims to investigate the Japanese foreign direct investment behavior in
Thailand before and after the establishment of ASEAN Free Trade Area (AFTA). We should like
to know whether the Japanese foreign direct investment behavior in Thailand has been increased
or not after establishment of AFTA. Moreover, it also intends to study the factoré that determine
the Japan’s direct investment behavior in Thailand by considering in total direct investment, the
direct investment in textile industries as well as electric and electronics appliances. In this thesis,
the model was set up to find the relations between those factors and also applied the dummy
variable to test the investment behavior after the foundation of AFTA.

The study covers the period of 28 years (From 1971 till 1998) and 1993 was the
transitional point in which AFTA was founded, together with all equations used in this thesis.
Subsequently, the result showed that the main determinants of Japan’s total directed investment in
Thailand are the productivity of labor, last year GDP of Japan growth rate, trade volume between
Thailand and Japan and the existence AFTA. All of 4 determinants are positive relationship with
the amount of Japan’s direct investment and support the hypothesis.

The amount textile industries investment showed positive relationship with the trade
volume between Thailand and Japan, but there is negative relationship with real exchange rate
and the existence of AFTA which as were different from hypothesis.

The amount of direct electric industries and electronic appliances investment have
positive relationship with the productivity of labor, the real exchange rate and trade volume which
are supporting the hypothesis. However the study found the negative relationship between this

FDI and the existence of AFTA.

s



Therefore, trade volume between Thailand and Japan is the important factor for the
Japanese FDI decision making in all three types of FDI. Meanwhile, and increase in Thai labor
productivity can stimulate total Japanese FDI and electronic and electrical appliances FDI.
However, AFTA is the positive factor for total FDI but negative factor for the other two types of
FDI.

The study used the year 1993 as a proxy for the existence of AFTA. In fact, AFTA is
the long period of tariff reduction, not that the tariff reduction in 1993 only. Using 1993 as a
dummy variable may be misleading.

The study also provided some suggestions for the future studies. First, the study
should cover Japanese FDI in other ASEAN countries. Second, the study should include the
incentive investment programs provides by the ASEAN countries. Finally, several statistical

models should be tested in order to get the better results.
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il w.a. yan1 @um) ATINIVENBAD (%)
2513 1,014.12 0.00
2514 1,027.80 1.35
2515 1,553.90 51.19
2516 2,172.00 39.78
2517 4,683.40 115.63
2518 3,391.40 -27.59
2519 3,063.90 -9.66
2520 4,286.10 39.89
2521 6,364.90 48.50
2522 5,995.50 -5.74
2523 9,259.00 5433
2524 9,341.80 0.89
2525 9,540.00 2.12
2526 13,944.20 46.17
2527 16,970.20 21.70
2528 10,166.40 -40.09
2529 10,525.60 3.53
2530 12,536.00 19.10
2531 32,737.80 161.15
2532 53,079.30 62.13
2533 77,266.40 45.57
2534 93,934.60 21.57
2535 135,028.40 43.75
2536 66,768.00 -50.55
2537 61,599.00 774
2538 75,991.00 23.36
2539 99,733.00 31.24
2540 165,184.00 65.63
2541 277,660.00 68.09
2542 200,741.40 27.70
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(MU : A1)

il w.a. JAPAN USA | ASEAN EU
2514 281.20 492.80 43.30 66.40
2515 365.60 679.20 49.50 222.40
2516 575.90 609.00 98.20 337.30
2517 876.30 1,914.80 592.50 435.50
2518 533.00 1,377.30 497 .40 352.40
2519 501.60 883.90 850.30 402.60
2520 923.20 926.40 1,225.80 544.90
2521 1,148.80 1,022.70 2,519.70 330.70
2522 890.90 709.30 2,608.60 580.90
2523 1,091.30 1,267.80 2,922.30 674.90
2524 1,583.00 2,851.70 2,574.30 932.20
2525 1,804.00 1,483.50 2,721.10 1,529.30
2526 2,691.30 1,457.30 3,748.90 3,574.50
2527 3,220.80 3,821.20 3,683.10 1,155.50
2528 2.272.60 2,892.30 1,152.60 709.60
2529 3,631.80 1,789.30 1,145.70 774.30
2530 4,964.20 2,178.00 1,124.60 1,058.40
2531 15,698.30 3,256.80 2,711.30 2,317.80
2532 22,349.80 5,436.90 4,220.10 4,693.60
2533 29,706.60 6,511.90 12,270.50 5,570.90
2534 20,151.60 6,515.00 33,021.60 5,174.20
2535 11,021.40 13,029.10 52,472.50 8,068.60
2536 10,220.10 8,931.80 3,916.10 9,577.10
2537 8,578.80 8,440.60 8,189.50 5,515.10
2538 15,413.30 10,832.70 9,293.5 8,222.70
2539 20,451.80 14,606.10 21,672.20 8,246.20
2540 45,098.00 30,750.60 30,002.20 18,857.00
2541 72,315.10 52,363.00 41,702.00 53,356.00
2542 34,971.35 29,201.80 L 45,397.20 68,478.74
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i wa, yan (@uum) 83N IUENAAI (%)
25142517 596.80 0.00
2518 — 2522 750.40 25.74
2523 - 2527 632.90 -15.66
2528 — 2532 436.80 -30.98
2533 - 2537 1,367.80 213.14
2538-2542 | 1,089.90 -6.46
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.. 2530-2535 4T N.A. 2536-2541

UG : AT

il v Inflow AN IVENBAI (%) Net flow
2530 48.30 0.00 17.40
2531 503.40 942.24 291.00
2532 382.20 -24.08 22.20
2533 452.90 18.50 450.40
2534 643.20 42.02 640.70
2535 726.10 12.89 643.10
2536 120.90 -83.35 -474.60
2537 337.80 179.40 115.30
2538 786.40 132.80 563.10
2539 883.10 12.30 673.30
2540 112.80 -87.23 -106.50
2541 262.20 132.45 -40.00
2542 222.52 -15.13 108.49
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msnardvesmsaanulaeasinnbszmagidalszmalnaneusaz nas

Y ; v = =
NIVAAUVANM IANT TNV (AFTA)

MU : A

il na. 3 dme | wiedliitua: | Yamsuas inFpadnIuaz
Sldanseding elans qinsalvuda
2530 4,964.20 48.30 838.90 666.60 166.30
2531 15,698.30 503.40 4,701.40 2,087.60 607.40
2532 22,375.80 382.20 6,030.90 2,784.40 ~ 1,006.40
2533 29,706.50 452.90 7,295.40 2,032.00 2,275.00
2534 20,121.60 643.20 6,749.10 1,307.10 1,405.30
2535 11,021.40 726.10 2,525.90 1,253.90 737.40
2536 10,220.20 120.90 1,370.10 1,964.60 779.40
2537 8,579.00 337.80 1,591.70 479.70 491.90
2538 15,413.30 786.40 5,171.00 1,156.60 2,254.50
2539 20,451.80 883.10 5,690.70 1,338.00 1,089.60
2540 45,098.00 112.80 1,530.10 1,897.90 8,253.60
2541 72,315.10 262.20 7,107.80 9,680.50 12,633.00
3
2530-2535 103,917.80 2,756.10 28,141.60 10,131.80 6,197.80
2536-2541 172,077.40 | 2,503.20 22,461.40 34,199.30 25,502.00
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RFDI, = f (GRGDP

-1

RW, PRO, RER, RG* ,, SR, ELE, DUM)
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LNRFDI'; = a, +a,LNGRGDP,, + a,LNRW +a,LNPRO + aLNRER+ a,LNRG*_, + a LNSR
+a,LNELE + a,DUM

Tavsmuald
RED[, =5 Inashyesaanu laoas siiivssnntszmeadjuludszmalng
GRGDP,, = a3 1msvenedfiunie wewwandmnasunolutlsemeanalseme
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RFDIT’, = f (GRGDP
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atlannIsUNa
RFDIE’, = f (GRGDP,_,, RW, PRO, RER, RG*,, SR, ELE, DUM)
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LNRFDIE; = a, + a,LNGRGDP,, + a,LNRW + a,LNPRO + a,LNRER+ a, LNRG* , + a,LNSR

+a, LNELE + a,DUM

Taosmuald
RFDIE, = misasqulasasiiunessgninindsemadiululszimalng
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GRGDP,_, %38 0a5IN5ut1uniunessuesnanaaulasunslulszmaves
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o’ c’: g s d' Y = =Y o4 d'
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Real GDP = [Nominal GDP * 100}/ GDP Deflator at 1995

GRGDP = {[Real GDP — Real GDP (-1)] / Real GDP (-1)} * 100
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RW = Average Wage / WPI at 1995
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PRO = Real GDP in Manufacturing / Labour Force in Manufacturing
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RER = ER (P*/P)

P* = WPI of Japan at 1995

P = WPI of Thailand at 1995

ER = Nominal Exchange Rate (Baht/100 Yen)
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{[Real GDPJ — Real GDPJ (-1)]/ Real GDPJ (-1)} * 100
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[REX', + RIM] Tlath

RGDP,
REX', fio yaminsdseondudiiuiesaniszmalneliiszmagi]v
= [Nominal of export * 100] / GDP Deflator at 1995
RIM'; fie yasmmaiudhduduissnndsemadifuindszmeing

= [Nominal of import * 100] / GDP Deflator at 1995
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Una yaA1 : Aum GDP Deflator at 1995 | Real inflow of FDI
2514 281.20 21.50 1,307.91
2515 365.60 22.90 1,596.51
2516 757.90 2720 2,786.40
2517 876.30 32.80 2,671.65
2518 533.00 34.00 1,567.65
2519 501.60 35.50 1,412.96
2520 923.20 37.60 2,455.32
2521 1,148.80 41.20 2,788.35
2522 890.90 44.80 1,988.62
2523 1,091.30 50.70 2,152.47
2524 1,583.00 54.90 2,883.42
2525 1,804.00 57.70 3,126.52
2526 2,691.30 59.80 4,500.50
2527 3,220.80 60.70 5,306.10
2528 2,272.60 62.00 3,665.48
2529 3,631.80 63.00 5,764.76
2530 4,964.20 66.00 7,521.52
2531 15,698.30 69.90 22,458.23
2532 22,375.80 74.20 30,156.06
2533 29,706.50 78.50 37,842.68
2534 20,151.60 83.00 24,279.04
2535 11,021.40 86.70 12,712.11
2536 10,220.20 89.60 11,406.47
2537 8,579.00 94.30 9,097.56
2538 15,413.30 100.00 15,413.30
2539 20,451.80 106.00 19,294.15
2540 45,098.00 106.10 42,505.18
2541 72,315.10 116.30 62,179.79
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Ywa | dane @iumy| w30l @) | GDP Deflator at 1995 | Real T | Real E
2514 26.40 11.30 21.50 122.79 52.56
2515 123.30 16.90 22.90 53843 73.80
2516 205.70 26.80 27.20 756.25 98.53
2517 115.70 36.80 32.80 35274 112.20
2518 106.00 3.90 34.00 311.76 11.47
2519 103.80 7.00 35.50 292.39 19.72
2520 405.40 5.60 37.60 1,078.19 14.89
2521 134.50 22.20 41.20 326.46 53.88
2522 0.70 37.80 44 .80 1.56 84.38
2523 -39.60 28.60 50.70 -78.11 56.41
2524 -38.60 58.90 54.90 -70.31 107.29
2525 340.90 88.30 57.70 590.81 153.03
2526 -49.90 27.20 59.80 -83.44 4548
2527 420.10 588.40 60.70 692.09]  969.36
2528 22.80 117.30 62.00 36.77 189.19
2529 73.70 319.70 63.00 116.98 507.46
2530 17.40 826.70 66.00 26.36 1,252.58
2531 291.00 4,697.10 69.90 416.31 6,719.74
2532 2220 6,007.40 74.20 29.92| 8,096.23
2533 450.40 6,925.60 78.50 573.76] 8,822.42
2534 640.70 6,318.10 83.00 771.93 7,612.17
2535 643.10 2,336.90 86.70 741.75] 2,695.39
2536 -474.60 1,030.40 89.60 -529.69|  1,150.00
2537 115.30 1,182.30 94.30 122.27 1,253.76
2538 563.10 4,763.20 100.00 563.10] 4,763.20
2539 673.30 3,812.00 106.00 635.19] 3,596.23
2540 -106.50 979.00 106.10 -100.38 922.71
2541 -40.00 4,823.50 11630 -34.39|  4,147.46
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tszma’lng
il w.a. | GDP at Market price Growth rate
GDP Deflator at 1995 Real GDP

(Million Baht) (%)
2512 128,566.00 20.90 615,148.33 0.00
2513 136,060.00 21.70 627,004.61 1.93
2514 144,607.00 21.50 672,590.70 7.27
2515 164,626.00 22.90 718,890.83 6.88
2516 216,543.00 27.20 796,113.97 10.74
2517 271,368.00 32.80 827,341.46 3.92
2518 298,816.00 34.00 878,870.59 6.23
2519 337,635.00 35.50 951,084.51 8.22
2520 393,030.00 37.60 1,045,292.55 9.91
2521 469,952.00 41.20 1,140,660.19 9.12
2522 556,240.00 44 80 1,241,607.14 8.85
2523 684,930.00 50.70 1,350,946.75 8.81
2524 764,379.00 54.90 1,392,311.48 3.06
2525 846,126.00 57.70 1,466,422.88 5.32
2526 924,913.00 59.80 1,546,677.26 5.47
2527 973,412.00 60.70 1,603,644.15 3.68
2528 1,014,399.00 62.00 1,636,127.42 2.03
2529 1,095,368.00 63.00 1,738,679.37 6.27
2530 1,253,147.00 66.00 1,898,707.58 9.20
2531 1,559,804.00 69.90 2,231,479.26 17.53
2532 1,856,992.00 74.20 2,502,684.64 12.15
2533 2,183,545.00 78.50 2,781,585.99 11.14
2534 2,506,635.00 83.00 3,020,042.17 8.57
2535 2,830,914.00 86.70 3,265,183.39 8.12
2536 3,170,258.00 89.60 3,538,234.38 8.36
2537 3,630,805.00 94.30 3,850,270.41 8.82
2538 4,188,929.00 100.00 4,188,929.00 8.80
2539 4,598,288.00 106.00 4,338,007.55 3.56
2540 4,827,200.00 106.10 4,549,670.12 4.88
2541 4,604,400.00 116.30 3,959,071.37 -12.98
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Average Wage Real Average Wage
Un.na. WPI at 1995
(Million Baht) (Million Baht)
2514 7,618.66 21.70 35,109.02
2515 7,902.36 23.40 33,770.75
2516 8,928.56 28.80 31,001.93
2517 8,888.76 37.10 23,958.92
2518 12,757.74 38.40 33,223.27
2519 16,614.49 39.90 41,640.32
2520 16,074.45 43.10 37,295.71
2521 18,036.02 46.30 38,954.69
2522 19,768.70 51.50 38,385.83
2523 26,073.10 61.80 42,189.48
2524 26,532.60 67.70 39,191.43
2525 28,043.16 68.30 41,058.81
2526 30,967.45 69.70 44,429.63
2527 32,687.10 67.50 48,425 .34
2528 33,339.33 67.50 49,391.59
2529 33,853.57 67.20 50,377.33
2530 31,931.48 71.20 44.847.58
2531 39,753.54 77.10 51,561.01
2532 44,465.37 80.60 55,167.96
2533 48,706.91 83.40 58,401.57
2534 50,715.94 89.10 56,920.25
2535 59,306.52 89.30 66,412.67
2536 63,438.69 88.90 71,359.61
2537 73,225.57 92.40 79,248.45
2538 77,914.52 100.00 77,914.52
2539 88,446.51 104.70 84,476.13
2540 101,459.66 108.80 93,253.36
2541 125,148.99 123.80 101,089.65

Source : Statistical Yearbook for Asia and The Pacific
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GDP at Market price GDP Deflator
na. in manufacturing at 1995 REAL GDP Snousa Productivity
(Million Baht)

2514 25,264.00 21.50 117,506.98 1.20 97,922.48
2515 28,007.00 22.90 122,301.31 1.24 98,672.26
2516 36,614.00 27.20 134,610.29 1.20 112,069.71
2517 47,137.00 32.80 143,710.37 1.69 84,853.46
2518 53,910.00 34.00 158,558.82 1.36 116,951.12
2519 63,025.00 35.50 177,535.21 1.15 155,007.91
2520 74,676.00 37.60 198,606.38 1.33 149,406.74
2521 87,657.00 41.20 212,759.71 1.48 143,999.80
2522 109,740.00 44 .80 244.955.36 1.72 142,011.34
2523 134,515.00 50.70 265,315.58 1.79 148,312.14
2524 158,272.00 54.90 288,291.44 1.74 165,513.51
2525 164,659.00 57.70 285,370.88 2.01 142,209.04
2526 176,200.00 59.80 294,648.83 1.84 159,926.63
2527 196,793.00 60.70 324,205.93 1.99 163,270.35
2528 224,456.00 62.00 362,025.81 2.07 175,170.95
2529 255,029.00 63.00 404,807.94 2.07 195,672.82
2530 295,512.00 66.00 44774545 244 183,652.77
2531 403,034.00 69.90 576,586.55 2.46 234,327.62
2532 497,053.00 74.20 669,882.75 2.77 241,834.93
2533 595,181.00 78.50 758,192.36 3.13 242,032.93
2534 708,868.00 83.00 854,057.83 347 246,474.22
2535 892,494.00 86.70 1,029,404.84 3.60 285,937.85
2536 892,369.00 89.60 995,947.54 3.96 251,432.06
2537 1,017,536.00 94.30 1,079,041.36 3.85 280,197.70
2538 1,189,037.00 100.00 1,189,037.00 438 271,668.11
2539 1,303,417.00 106.00 1,229,638.68 433 283,719.12
2540 1,362,681.00 106.10 1,284,336.48 4.29 299,239.63
2541 1,362,990.00 116.30 1,171,960.45 4.19 279,770.94

N1 : Aeadaus 19y nFEnsusINuLasa AN FInu
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- Nominal Exchange Rate Thailand WPI Japan WPI Rea! Exchange Rate
Tnn. (Baht /100 Yen) 1995=100 1995100 (Baht/100 Yen)
2513 5.75 21.60 58.10 15.47
2514 6.02 21.70 57.70 16.01
2515 691 23.40 58.20 17.19
2516 7.63 28.80 67.40 17.86
2517 6.98 37.10 88.50 16.65
2518 7.00 38.40 91.20 16.63
2519 6.87 39.90 95.90 16.51
2520 7.59 43.10 97.70 17.21
2521 9.73 46.30 95.20 20.01
2522 9.36 51.50 102.10 18.56
2523 9.00 61.80 120.30 17.52
2524 9.90 67.70 121.90 17.83
2525 9.27 68.30 124.10 16.84
2526 9.69 69.70 121.40 16.88
2527 9.96 67.50 121.10 17.87
2528 11.46 67.50 119.70 20.32
2529 15.70 67.20 108.80 25.42
2530 17.85 71.20 104.70 26.25
2531 19.77 77.10 103.60 26.57
2532 18.66 80.60 106.30 24.61
2533 17.71 83.40 108.50 23.04
2534 18.96 89.10 108.70 23.13
2535 20.33 89.30 107.10 2438
2536 22.80 88.90 103.00 26.42
2537 24.60 92.40 100.90 26.86
2538 26.61 100.00 100.00 26.61
2539 23.26 104.70 100.10 22.24
2540 25.82 108.80 101.60 24.11
2541 31.65 123.80 100.00 25.57

= v =) 0
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il w.s. |GDP at Market price Growth rate
(Million Yen) GDP Deflator at 1995 Real GDP (%)
2512 62,229,000.00 35.30 176,286,118.98 0.00
2513 73,345,000.00 38.10 192,506,561.68 9.20
2514 80,701,000.00 40.20 200,748,756.22 428
2515 92,394,000.00 42.50 217,397,647.06 8.29
2516 112,498,000.00 47.90 234,860,125.26 8.03
2517 134,244,000.00 57.90 231,854,922.28 -1.28
2518 148,327,000.00 62.40 237,703,525.64 2.52
2519 166,573,000.00 66.80 249.360,778.44 4.90
2520 185,622,000.00 70.70 262,548,797.74 | 5.29
2521 204,404,000.00 74.10 275,848,852.90 5.07
2522 221,547,000.00 76.40 289,982,984.29 5.12
2523 240,176,000.00 79.90 300,595,744.68 3.66
2524 257,963,000.00 82.80 311,549,516.91 3.64
2525 270,601,000.00 84.20 321,378,859.86 3.15
2526 281,767,000.00 85.40 329,937,939.11 2.66
2527 300,543,000.00 87.40 343,870,709.38 4.22
2528 320,419,000.00 88.70 361,239,007.89 5.05
2529 335,457,000.00 90.50 370,670,718.23 261
2530 349,760,000.00 90.60 386,048,565.12 4.15
2531 373,973,000.00 91.20 410,058,114.04 6.22
2532 399,998,000.00 93.20 429,182,403.43 4.66
2533 430,040,000.00 95.60 449,832,635.98 4.81
2534 458,299,000.00 98.20 466,699,592.67 3.75
2535 471,064,000.00 99.90 471,535,535.54 1.04
2536 475,381,000.00 100.50 473,015,920.40 0.31
2537 479,260,000.00 100.60 476,401,590.46 0.72
2538 483,220,000.00 100.00 483,220,000.00 1.43
2539 499,861,000.00 99.50 502,372,864.32 3.96
2540 507,271,000.00 100.10 506,764,235.76 0.87

Source : International Financial Statistic Yearbook
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Million Baht
- Real export Real import
il w.a. Real GDP SR
at 1995=100 at 1995=100

2514 19,894.42 46,942.33 672,590.70 0.10
2515 20,348.47 49,787.34 718,890.83 0.10
2516 30,952.94 55,434.93 796,113.97 0.11
2517 39,187.50 61,287.20 827,341.46 0.12
2518 36,533.82 62,010.88 878,870.59 0.11
2519 44,185.07 65,680.00 951,084.51 0.12
2520 37,312.23 81,035.37 1,045,292.55 0.11
2521 40,936.65 81,215.29 1,140,660.19 0.11
2522 51,117.41 84,008.93 1,241,607.14 0.11
2523 39,641.81 78,864.50 1,350,946.75 0.09
2524 39,623.86 94,841.17 1,392,311.48 0.10
2525 38,037.26 79,871.23 1,466,422 .88 0.08
2526 36,932.27 102,419.73 1,546,677.26 0.09
2527 37,540.69 108,829.00 1,603,644.15 0.09
2528 41,658.39 107,397.90 1,636,127.42 0.09
2529 52,590.79 101,041.27 1.738,679.37 0.09
2530 67,587.73 131,611.36 1,898,707.58 0.10
2531 92,148.93 213,025.61 2,231,479.26 0.14
2532 118,592.99 270,804.85 2,502,684.64 0.16
2533 129,239.24 330,200.76 2,781,585.99 0.17
2534 157,851.33 339,355.42 3,020,042.17 0.16
2535 166,541.29 348,757.21 3,265,183.39 0.16
2536 177,990.74 394,536.38 3,538,234.38 0.16
2537 206,019.30 438,304.45 3,850,270.41 0.17
2538 236,099.40 538,711.40 4,188,929.00 0.18
2539 224,079.15 488,779.62 4,338,007.55 0.16
2540 255,202.54 463,788.69 4,549,670.12 0.16
2541 265,171.20 361,390.54 3,959,071.37 0.16
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4 Bnansndanszualidh | dwwdserns | Sunanskdansaualvvh
e @wnladad/vi) (@1mnn) killowatt hours A9152¥105
2514 5,224.80 37.49 139.37
2515 6,209.60 38.59 160.91
2516 7,329.40 39.69 184.67
2517 7,789.00 40.78 191.00
2518 8,865.80 41.87 211.75
2519 10,294.90 42.96 239.64
2520 , 11,688.80 44.04 265.41
2521 13,206.10 45.10 292.82
2522 14,069.30 46.10 305.19
2523 15,114.80 46.72 323.52
2524 16,132.30 47.74 337.92
2525 17,450.30 48.71 358.25
2526 19,769.90 49.68 397.94
2527 22,029.30 50.64 435.02
2528 24,179.50 51.58 468.78
2529 24.716.80 52.51 470.71
2530 28,652.20 53.43 536.26
2531 32,464.40 54.33 597.54
2532 37,406.40 55.21 677.53
2533 44.175.00 55.84 791.10
2534 50,185.90 56.57 887.15
2535 57,098.40 57.29 996.66
2536 63,404.80 58.01 1,093.00
2537 71,176.70 58.71 1,212.34
2538 80,060.20 59.40 1,347.81
2539 87,467.00 60.00 1,457.78
2540 93,253.30 60.60 1,538.83
2541 99,412.30 61.20 1,624.38

un: peanzidisy nsumslnasel nsensauvialng
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