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Abstract This study applies the Eclectic Theory to investigate
factors determining foreign direct investment (FDI) in
the automotive industry of five ASEAN countries,
including Indonesia, Malaysia, Philippines, Thailand,
and Vietnam using annual data from 2004 to 2014.

For the empirical study, the dynamic panel data method developed by Blundell

and Bond (1995) was used to estimate the impacts of FDI determinants,

including market-seeking, efficiency-seeking, resource-seeking factors, and
government policies.

The results showed that factors with the highest positive impacts on

the FDI were the first-car tax refund policy in Thailand, the change of exchange
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rate, the growth of domestic automobile sales, and the growth of gross natural
gas production. Factors with the highest negative impacts on the FDI were the
flood in Thailand and the change in the corporate tax rate. Some positive
determinants of the FDI can be temporary. Specifically, the results showed that
some factors with an immediate positive impact on the FDI, such as the first-
car tax refund policy, had a negative impact on the following year. Moreover,
the results showed that a country with high FDI growth in the current year
tended to have lower FDI growth in the following year. This study captures
pattern of growth FDI in the automotive industry across countries in ASEAN.

This study benefits the planning of foreign entrepreneurs in the
automotive industry to invest in ASEAN countries. It also provides a guideline
for the government to prioritize policies to encourage FDI in the automotive
industry.

Keywords: Automotive industry, Foreign direct investment, ASEAN
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