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Abstract

This study is designed to investigate the effect of inflow FDI on the host country's economic growth
and the role of absorptive capacity in this relationship. Eight developing countries in East Asia,
including Mongolia, Indonesia, Malaysia, Myanmar, the Philippines, Thailand, Vietnam, and
Cambodia, are analyzed. Year data from 2000 to 2018 are used. Based on the study of Hansen
(1999), the panel threshold effect model is used, and human capital, R&D, and infrastructure are set
as absorptive capacity by referring to Wang and Hwang (2013). The analysis results are as follows.
It is confirmed that FDI has a positive effect on the economic growth of the host country, and
absorption capacity strengthens the relationship between FDI and economic growth in a positive
direction. At this time, it appears that a threshold exists for the moderating effect of the absorptive
capacity. It presents useful implications for economic growth in developing countries.
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Table 1. Definition and Source of Variables

Variables Definition Measurement Source
. GDP per capita
InGDPpc Economic growth (USD, 2010) World
InFDI Foreign direct Foreign direct investment amount Development
investment (current USD) Indicators of
Research & Ratio of R&D expenditures in GDp ~ Worldbank
RD
Development (%)
. Annual Higher Education Enrollment
HC Human capital Rate (%) UNESCO
InINFRA Infrastructure Power consumption (kHw/h)
Ratio of imports and exports to GDP
TO Trade Openness (Import+Export)/GDP) Worlg
GDS Gross Domestic Ratio of Gross Domestic Savings to Development
Savings GDP(%) Indicators of
INF Inflation Inflation rate (%) WorldBank
Working age Sum of the population aged 15-64
InPOP 7
population years
The average of six world
governance indicators (Voice & World
Accountability, Political Stability and Governance
INS Institutional Quality  Lack of Violence, Government Indicators of
Effectiveness, Regulatory Quality, Worldbank

Rule of Law, and Control of
Corruption)

t} (Wang and Hwang, 2013).
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(1999)3 Wang(2015)¢] ¢I7ol| ule} &g 3
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Table 2. Descriptive Statistics

&8 A9l AHTASG AT T ¥4 47 95

Variable Mean Std. Dev. Min Max Observations
InGDP 7.700 0.860 5.835 9.404 N=152
InFDI 22.7%9 0.701 17.720 21.115 N=152
RD 0.284 0.312 0.032 1.437 N=152
HC 29.259 16.145 2.281 68.047 N=152
ININFRA 1.261 1.242 0.033 5.178 N=152
TO 1.040 0.518 0.002 2.204 N=152
INF 6.811 7.070 -5.992 41.509 N=152
GDS 26.541 9.086 6.569 46.080 N=152
POP 4.79e+07 4.68e+07 1475318 1.81e+08 N=152
INS -0.440 0.537 -1.752 0.481 N=152

A ol fE AP Eatol olF BERS 7}
| wold. [ 24 @

Vi Vos V3= T} Xz% FAH o))
FEEZHS 2437 98] Hansen(1999)S &4~
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< 9w},
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7 2 mdo] RFER a9E &
FAgt, o]F(Double) HE# Bd
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< % 4 dth(Hansen, 1999).
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Table 3. Results of multicollinearity test

Variables VIF 1/VIF

InFDI 1.40 0.712001

TO 2.49 0.402250

INF 1.25 0.797866

InPOP 1.48 0.677851

InINS 2.24 0.446271

GDS 1.41 0.709882

Mean VIF 1.71
B0 oA, A 7he] thEEAad 2 De Gregorio(1992)¢} Idris et al(2017) 52| A
Ag gl }71 sl viF 24 AAlskeih FoAE ol 5= Qi)
T VIF k2 17101 Z4zh s 94 VIFghE & o8 FDIF #A=e] Freddt 4%
F 10HT ?‘#71 el deeidd 2Als §l 28kl BAIA e dFE A=A A5
= Aoz FH (Table 3). A= o5 2t FDL §55 9o 2das
£ A8 ls) st Fed ko] ezt
2. E5sdo| ™S AS Ayt & WsE 2 Fiste Z4sklh
(Table 4) 2] Model 2-15E] Model 2-3& &1+
s-o 2wk A4 Aol wle} nHEAR YL NERD) F553, IHAZHC) F559,
A}g3te] FDIZF @A) AA Ao nx= AZZHINFRA) Fede] #4483t 2
el e e Asesih & IS AVEN, QPR Fed, QlHAe
A Ade e 2 2y 18§45 e, "JEB} Fred vrsd aad
T#etA] ore Abslo|A] FDISF AR AR B 2 olA] 1% FrofEolr BARHCRE frojn|
AS AZE Aow, 34 ARE Aund g F(h)e g 2te AR et = @
FDI W2 24 B8 oA 50 9o 204 A=e] F58 Ashs FDISH ARl &
SAHoR Feluld Fel whe 2e Ao E AW WFo= Asle acle=
2 UEth. F, FDIS] S7ke Bopalo F7h ABES HoFh o] A= FDIS ebse]
o] A7 lxmol oJake nFth= AL = T7he] AR AHE wEFFo] ok
& olrh e APATFERE ol dis Ars AAA At AA o w2 4% A
Sk215L1 ol (Borensztein et al, 1998; = 7 dve 7EY d7ES 2 A B

Tiwari and Mutascu, 2011; Xu and \X/ang, 53l gk (Borensztein et. al., 1998; Girma,

2007). T9/NA, FUER S Barsel

T FAHCE frofnlgh F(+)9 g Ze 7A4
o8 Yyt Fitde] 5%, I
TAS] BeTE, AWhsd T s
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2005; Wang and Hwang, 2013). ] Yo}7}
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o
olgr 4 "o
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=

E‘ T OART
o HAQTEE olsh A8 A3 Holn
Slth(Borensztein et al, 1998; Kinoshita and



Table 4. Results

Z]
4
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of the Moderating Effect of Absorptive Capacity

. Model 2-1 Model 2-2 Model 2-3
Variables Model 1 (RD) (HC) (INFRA)
InEDI 0.062* 0.014 -0.041 0.000
(0.026) (0.034) (0.051) (0.037)
0 0.200" 0.223" 0.204 0.209"
(0.094) (0.093) (0.092) (0.092)
INE -0.013"™ -0.013"* -0.012"* -0.013"™
(0.003) (0.003) (0.003) (0.003)
InPOP 2.36e-08"** 2.28e-08"" 2.23e-08"" 2.30e-08"*
(3.25¢-0.9) (3.25e-09) (3.27e-09) (3.24e-09)
InINS -0.092 -0.068 -0.025 ~0.065
(0.114) (0.113) (0.116) (0.113)
DS 0.017** 0.019"* 0.156** 0.018"
(0.003) (0.003) (0.003) (0.003)
InFDI"RD (()6135?5)
InFDI"HC ?60831)
InFDI"ININFRA ?608135)
ons 5.878"** 5.869™ 6.027*** 5.907*
- (0.227) (0.224) (0.232) (0.224)
Obs 152 152 152 152
R2 0.5594 0.5726 0.5744 0.5654
F 31.15 26.28"* 26.64"* 26.50"*
F1, T, e 2 10%, 5%, 1% =E0IM SAME |olEE onlg
2. () BERX
Lu, 2006; Li and Liu, 2005). A XL ANEYY. FosEe] EE s
AZ3 A= 23 2o (Table 6y, A=
3. REEIg0} 4™ A} o] R&D F¢°] 1.0361 olstd uf 325
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Table 5. Results of Threshold Variables

Threshold Variable Estimation n s
Threshold 1.0361
AD 95% conf. Interval [1.0187, 1.0927]
Threshold 11.2613
HC 95% conf. Interval [10.8968, 11.3430]
InINERA Threshold 0.0805 4.1455

95% conf. Interval

[0.0776, 0.0807] [3.6944, 4.3386]

Table 6. Results of the Threshold Effect of Absorptive Capacity

. Model 3-1 Model 3-2 Model 3-3
Variables (RD) (HC) (InINFRA)
© 0.426"" 0.110 0.410""
(0.004) (0.087) (0.083)
N 0,011 0,011 ~0.009"
(0.003) (0.003) (0.002)
2.286-08"" 2 156-08" 2.386-08""
InPOP (2.28-08) (3.00e-09) (2.58¢-09)
NS ~0.103 0,102 0,148
(0.103) 0.103) (0.090)
0,021 0.016" 0.017"
GDS (0.003) (0.003) (0.003)
\ 0.034 0176 ~0.362"
AC, <
InFOINAG, =) (0.024) (0.049) (0.063)
. 0.487"" 0.047" 0.010
, AC. < . . .
InFDII(y, < AC, =) (0.080) (0.023) (0.021)
. 0473
AC , 3
INFDIM(AC, > y,) (0.076)
Obs 152 152 152
R2 0.6406 0.6390 0.7312
Jqv, e 2E 0%, 5%, 1% AX0IM SAMOZ Q032 ojnjg
2. () BZEOA
3. P2 HAEAMO| PHO|T SAEAME AAISIA 3008
MR T AR NeE ST wHE  ASp P0e] G vAE Ao ekt
G+ olenE A Jlol FRalol BTk w, 195] 212 ulvleh @ARI} 0,047
we HYATEE olzld AnE NBWIY  F/lHE Ao uesin o ddde %

(Griffith et al., 2004; Kinoshita, 2000).

AAe BE sz AHEE A9, o
o] 15k} S7he o AR} 0.176% 3
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g welth, wee] eAAelo] 11.26138 =

ol HAx EEFS 11.26132 Z3soF FDI
frdo] A sHAeR JFE vRS
ofmjgit}, olefgt AFE )& B2 A
ToME A A E}(Borensztein et al, 1998;
Farkas, 2012; Fortanier, 2007).
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