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Abstract

The study conducted an empirical analysis of the impact of FDI on economic growth in four Asian
countries: China, India, Vietnam and Korea. With panel data for the 1990-2017 period, the research
model was developed for foreign direct investment (FDI), export amount (EX), government
expenditure (G), exchange rate (EXR), and labourable population (L). The panel analysis results
show that the increase in FDI, exports, government expenditure, labourable population significantly
increased economic growth. The comparison analysis for each country revealed that FDI, exports and
government expenditure significantly affect economic growth in China, that exports and government
expenditure significantly affect economic growth in Korea, that FDI significantly affected economic
growth in Vietnam, and that the increase in the workforce contributed to economic development in
India. This paper characterized the different factors of economic growth in the four Asian countries.
These results suggest that setting economic priorities to suit the specific economic conditions of each
country is a shortcut to more efficient economic growth.
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Table 1. Explanatory Variable in Literature Review

Literature Review Explanatory Variable

Character

Chen and
Zulkifli(2012)

Economic Growth Rate (+), FDI
Increase Rate(+), Labor Productivity
Index Growth Rate(—), Total Savings
Rate(+),Real Effective Exchange
Rate(+)———> Economic Growth

KangJi—Yeong
(2000)

LeeMyoung—Jong,
KimSok—Tae(2012)

FDI inflow(+), Domestic Investment(+),
Labor(+) ———>Economic Growth

Total Fixed Capital Formation, Export
of Products and Services, FDI,

Applied the vector error
correction model(VECM) to
Malaysia.

What are the major determinants
that influenced foreign direct
investment in Korea and the
impact on the Korean economy
for 38 years.(1962~1999)

Analyzed empirical results for
developed countries and
high—income, middle—income and

Labor———>Economic Growth . . .
low—income developing countries.

Dynamic effects of FDI and
Narantsetseg and trade on economic growth were
Park FDI, Trade———>Economic Growth analyzed through VECM( Error

Hyun—Hee(2017)

FDI, Government Expenditure,

the Rate of Export, Number of College
Students per Thousand , Domestic
Investment, Labor Force Growth Rate ,
Learning by doing ,Real Effective

Sajid Anwar and
Lan Phi
Nguyen(2010)

Exchange

Correction Model) for Mongolia
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Analyzed the relationship
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Foreign direct investment of 61
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Table 2. Statistical Summary Of the Variables Used In the Model

Variable Mean Std. Dev. Minimum Maximum Qbservations
GDP 6.957019 2.894685 —5.471220 14.23139 112
log(FDI) 9.939314 0.782281 7.866510 11.46379 112
Asia 4 log(EX) 11.15156 0.689308 9.367790 12.39144 112
Country log(G) 10.72170 0.827528 8.754900 12.24180 112
EXR 4159.470 6942.678 4.783210 22370.09 112
log(L) 8.126944 0.634849 7.282940  8.897570 112
GDP 9.537305 2.483093 3.907110 14.23139 28
log(FDI) 10.83814 0.514194 9.542450 11.46379 28
China log(EX) 11.68094 0.580798 10.69134 12.39144 28
log(G) 11.48400 0.499220 10.69082 12.24180 28
EXR 7.213223 1.141916 4.783210 8.618740 28
log(L) 8.868565 0.029234 8.806140  8.897570 28
GDP 6.316340 1.933291 1.056830 8.845760 28
log(FDI) 9.776255 0.783551 7.866510 10.64796 28
India log(EX) 11.06411 0.488260 10.35487 11.69707 28
log(G) 10.91866 0.322493 10.47602 11.46595 28
EXR 44.06261 12.41128 17.50350 67.19531 28
log(L) 8.616526 0.061074 8.500680  8.701880 28
GDP 6.773565 1.285666 4.773590 9.540480 28
log(FDI) 9.433644 0.500426 8.255270 10.14922 28
Vietnam log(EX) 10.43926 0.605900 9.367790 11.35669 28
log(G) 9.513401 0.405426 8.754900 10.16329 28
EXR 15543.64 4267.039 6537.605 22370.09 28
log(L) 7.649656 0.074509 7.518010  7.755620 28
GDP 5.200868 3.511151 —5.471220 11.30862 28
log(FDI) 9.709215 0.449006 8.769450 10.23180 28
Korea log(EX) 11.42194 0.331668 10.84995 11.85099 28
log(G) 10.97074 0.276551 10.49748 11.37057 28
EXR 1042.962 188.7101 707.7642 1401.437 28
log(L) 7.373028 0.046428 7.282940  7.447580 28
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Table 3. Unit Root Test Results

Levin, Lin and Chu—t—test*

Im, Pesaran and W—stat*

Variable
Level log Value Level log Value
—2.9746T %% —3.921 53k
GDP (0.0015) (0.0000)
log(FDI) 0.63778 —3.98398xx 1.61778 —2.04128%x
& (0.7382) (0.0000) (0.9471) (0.0206)
og(EX) 4.15567 —2.30088%x 5.60875 —2.300885
& (1.0000) (0.0107) (1.0000) (0.0107)
02(G) ~1.07005 —3.66946%+ ~1.25468 —4.42086%%%
& (0.1423) (0.0001) (0.1048) (0.0000)
EXR 0.34238 ~0.21232 0.26242 ~0.60039
(0.6340) (0.4159) (0.6035) (0.2741)
og(L) —2.40790%%x —4,32057 %% ~0.17603 —1.96315%x
8 (0.0080) (0.0000) (0.4301) (0.0248)

Notes: 1. HO: Unit Root Existence, H1: Time Series Stabilization(Unit root does not exist)
2. x¥p<0.1, **p<0.05, *#+p<0.01, Values in ( ) denote the P—value.
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Table 4. Determinants of GDP in 4 Asian countries

Indep Dependent Variable: GDP
ende . . . .
i Asia 4 Country China India Korea Vietnam
Varia . — .. — . — . — . =
Coefficient & Coefficient ® Coeffident ® Coefficient . Coefficient .
bles value value value value value
log 1037712+ 2.84424 5 0.482751 1.290326 o L607767
D) eaes) OO @gerzny %% oemien B qommy %2 s 0028
—34625%
log 2.338604: 5.214948+x " 0964838+ —0.190791
(EX)  (1.732542) 0BE (9 413003) 06 ¢ l) BB Gy 00 o) 09998
log 0.0000745 —7.0229sx 2.386102 1518820+« ; —1.978982 .
) ounoe B caen ™ osse B omew P oo 02
—0.06814
—BE0AZ 0.146929 1O7E—06 0.000107
EXR  Sgmen 00 (orayos 0D (—07§B7€6 0480 (g OBXZ ((houel 0.684
log —1150787 —40.92014 1940443+ 722368 - —3.753927 -
L) Cmmy PP eme 0 amae) %Y e O (ossez) 0862

Note: #*p<0.1, **p<0.05, ***xp<0.01.,
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