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TE 156180

Theoretically, direct investment plays a significant role on promoting
economic growth in developing country because it channels in more capital,
consequently creating more jobs. Also, it brings in new technology that makes
production more efficient. The incentives policy of government will be
encouraged the foreign investor to invest in developing country.

The main objective of the thesis is to analyze the general characteristics
and the incentives policy of direct investment in both Thailand and Malaysia
and to examine to what degree of its impacts on economic growth, comparing
between Thailand and Malaysia. Using annual data, “Time Series Data”, from

1987 to 2002 and quantify this impact by means of ordinary least squares

(OLS)
The study of the comparing between Thailand and Malaysia find that

FDI in Malaysia has an increasing role in stimulating on Malaysia’s
economic growth, is same as the hypothesis, the coefficient of FDI in
Malaysia is 0.053 but FDI in Thailand has a negative correlation on
Thailand’s economic growth, however it is not significant relationship.
For the other variables find a positive correlation of domestic
investment and labor force on economic growth in both Thailand and
Malaysia, are same as the hypothesis, the coefficient of the domestic
investment and.the labor force of Malaysia are higher than Thailand.
In addition also find the labor force is the most effect variable on economic
growth in boih Thailand and Malaysia. Also the study of human capital find
a positive correlation on Thailand’s economic growth, is same as the
hypothesis but has a negaiive correlation between human capital and

Malaysia’s economic growth, however it is not significant relationship.





