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Abstract 
 
Foreign direct investments (FDI) are crucial for increasing the economic competitiveness of Thailand, 
and include Deng Xiaoping policies which have aimed to open Chinese businesses to the outside world. 
The Chinese government has not only tried to attract foreign investment to China, but has also 
encouraged Chinese enterprises to make outward FDI to seek overseas integration. FDI are not only 
used to boost economic activities and business liquidity, but also aim for business expansion and 
increased employment, which also includes additional transfers of technologies to Thailand. This 
research aims to study the factors influencing direct Chinese investments into Thailand. The researchers 
used both a secondary annual data time series, from 2004 to 2013, as a based period of 10 years, and 
quantitative analysis, using linear regression (Multiple Regression), in order to verify the method of least 
squares (Ordinary Least Squares: OSL), to forecast forthcoming projections of FDI. The results display 
that the factor most influencing Chinese direct investment in Thailand is resource, or factors of 
production, whereby wages represent the major resource used to produce goods and services. The 
results of this research can be used as a guideline for governmental appropriated policies which 
promote foreign direct investment.  
 
Keywords: foreign direct investment (FDI), free trade agreement, board of investment, domestic 
markets, world markets 

 
INTRODUCTION 

Foreign direct investment (FDI) is a key element which links international 
economic stability to its longevity. The benefits of foreign direct investment now lead 
to causes in transference of knowledge and technology, increased employment and 
growing exports to overseas markets. FDI is a source of funding which generates 
economic liquidity. 
 With trade and investment liberalisation (c.f. ASEAN Economic Community: 
AEC), investors seek new avenues of trade and investment abroad. Thailand has the 
advantage of its geographical location, wherein the country is located in the centre of 
the AEC region, and has a communications network system which can be linked to 
neighbouring countries via road, rail, sea and air transportation methods. Thailand is 
also a productive country, with investments from various foreign companies, including 
automotive and electronics companies. In addition, the financial institutions are 
relatively stable, and are able to raise funds within the financial system, through 
market trading securities, bonds, and likely future financial liberalisations. 
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A friendly relationship between Thailand and China has been in existence for a 
long time, after the establishment of diplomatic relations in 1975, and currently China 
is the largest targeted export market of Thailand. China and Thailand have signed 
several agreements to promote cooperation, based upon the mutual benefit of both 
countries. In order to maintain relations between Thailand and China, trade and 
investment between the two countries continues to grow. ‘Go Global’ is a policy of the 
Chinese government which encourages Chinese investors to invest abroad, and so the 
‘China Council for International Investment Promotion’ was established in July, 2006. 
This was to promote the performance of government agencies responsible for 
investment, both domestic and foreign, in order to seek economic cooperation with 
the ASEAN community. Thailand has a similar culture to China’s, in many aspects, and 
government agencies were established to support and encourage Chinese investors to 
Thailand, such as the ‘Board of Investment’ and ‘Consulate of Thailand’, in many large 
cities in China. There are policies which have been introduced conducive to 
investment, and which attract many foreign investors, including the Chinese. As a 
result, Thailand is a destination country which needs further and real investment in 
the near future.(ThaiBizChina, 2013) 

From the above, it can be seen that an analysis of factors influencing direct 
investment from China, and which can benefit Chinese investors, is therefore 
necessary. If such information is made available, before making decisions to invest in 
Thailand, which is beneficial to the entrepreneur looking to expand business to meet 
market demands, or increase competitiveness by acquiring the technology to develop 
new products, then this can only be beneficial to both parties. Resources which add 
value  to employment, as a part of the economy of Thailand, is growing steadily. The 
government can use the analysis as a guideline for determining appropriate policies to 
promote foreign direct investment. 

 
 

1. Research Objectives  
1. To study the factors which influence FDI from China into Thailand. 
2. To study the relationship between factors affecting FDI from China into 

Thailand. 
  

1.1 Hypothesis 
1.1.1 GNP is correlated in the same direction, with direct investment 

from China into Thailand. 
1.1.2 Minimum wages are correlated in the same direction, with direct 

investment from China into Thailand. 
1.1.3 The international shipping Correlated in the same direction, with 

direct  
investment from China into Thailand. 

1.1.4 Export values are correlated in the same direction, with direct 
investment from China into Thailand. 

 
 



 

The 2nd IBEA – International Conference on Business, Economics and Accounting 
Hong Kong, 26 – 28 March 2014  

 

 
 

 
 
 
 

1.2 Conceptual Framework 
The research framework concepts in research. "Factors influencing China's 
direct  

investment in Thailand," as Figure 1 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1 Conceptual frame work 
 

2.3 Research Methodology   
- Target Population. Factors influencing FDI from China to Thailand. The 

study  
used secondary data an annual time series from 2003 to 2013, covering 11 years. 

‘Electric Theory’ by Dunning, said that when foreign investors have the 
advantage of owning certain assets (Ownership Specific Advantages) then their 
countries will have an advantage which causes internal change (Internalization 
Incentive Advantages), including: tariffs and the advantage of source location 
(Location Specific Advantages), resources, labour costs, transportation costs, market 
size and growth of scholarship recipients, etc. (Dunning, 2003) Therefore, the 
researcher has used the Dunning theory as a framework for analysis, in order to define 
the variables used in the study, as follow: 

 
2.3.1 Market size factor: Reflects the needs of existing customers, 

regarding the quality and quantity of customer needs. The 
researchers set the variable factor as the market size of GNP. 

FDI  

From China into 

Thailand 

GNP 

 

WAGE 
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2.3.2 Resources or Factors of Production: Represents the resources 
used to produce goods or services. Inter-response to customer 
needs is minimum wage of a country (WAGE). 

2.3.3 Geographical factors: Demonstrate the hub for transportation 
by sea, land and air, and the researchers set the variable factor 
of geography being the worth of international shipping 
(International Shipping: IS). 

2.3.4 Government Policies: are measures to promote investment, 
representing the strategic economic development investments 
in a country. The researchers set the variable factor as being 
government policies in the value of exports (EV). 
 

- Research Tool. The researchers used Multiple Regression Analysis by 
Ordinary  

Least Square (OLS) to identify factors that are associated with direct investment in 
China. The following details: 
 

The model used in the study: 
 

FDI = β0 + β1GNP + β2WAGE + β3IS + β4EV 
 

 where:   
FDI  = volume of Chinese investment in Thailand (Unit: million 

THB) 
β0 = intercept 
GNP  = Gross National Product (Unit: THB) 
WAGE  = the average minimum wage (Unit: THB) 
IS  = values of international shipping (Unit: million THB) 
EV = export values (Unit: million THB) 
β i =  coefficient  

 
2.4 Data Analysis         

The estimated coefficients of the model factors influencing China's direct 
investment in Thailand use analysis which can be separated into two parts: First is the 
test for stationary and heteroscedasticity, using solutions of equations to obtain the 
best model. Second, is a display of the test of significance for each independent 
variable of coefficient for the model. 

 
RESULT AND DISCUSSION 

This research is a quantitative research. The purpose of the research is to: 1) 
Study factors influencing China's direct investment in Thailand, and 2) study the 
relationships between the variables of FDI, using annual time series data. Selected 
variables in the study are expected to: affect FDI from China into the GNP of Thailand, 
the minimum wage in Thailand (WAGE), the values of international freighting (IS), the 
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export values of Thai product (EV), in order to bring the relationship of Multiple 
Regression Analysis using least squares. The study can be summarised, as follows: 
 

3.1 The results of the test for Stationary with Unit Root. 
  Unit Root Tests for the level of information (At Level) found that all 
variables, including: GNP, the average minimum wage (WAGE), the values of 
international shipping (IS) and export values (EV) all displayed that the absolute value 
of ADF-statistics variable is less than the absolute value of the Mackinnon Critical 
Value of statistical confidence level of 95 percent, thus making it accept the null 
hypothesis. This displays that all variables are similar, and at a non-stationary level of 
information (At Level) the data must be converted into the form of a second 
difference 1 (At First Difference) and Unit Root Tests for Stationary test, for a second 
time. 
 

Table 1 
Unit Root Tests with Stationary variables at the level of information (At Level). 

Variable ADF-statistics 5% Mackinnon 
Critical Value 

Test results 

GNP -0.628967 -3.212696 Non-stationary 

WAGE 1.529516 -3.259808 Non-stationary 

IS -1.100512 -3.212696 Non-stationary 

EV -0.833025 -3.212696 Non-stationary 

                  Source: Calculated 
 
Remark:  1) Null hypothesis =  Non – stationary 

   2) ADF-statistics is a test for a unit root in a time series sample. 
               3) ADF-statistics > Mackinnon Critical Value to reject the null hypothesis. 
 
 When testing the Unit Root in a second difference 1 (At First Difference), it 
was found that the variables of: GNP, the average annual wage minimum (WAGE), 
values of international freight (IS) and export values (EV) displayed an absolute value 
of ADF-statistics, for all variables, greater than the absolute value of the Mackinnon 
Critical Value of statistical confidence level of 95 percent, apart from the average 
annual wage being at a minimum. ADF-statistics of all variables is greater than the 
absolute value of the Mackinnon Critical Value of statistical confidence level of 90 
percent, thus making it possible to reject the null hypothesis. This displays that all 
variables are stationary at first difference data. 
 

Table 2 
Results of Unit Root Tests with Stationary variables at the level of information 

 (At First Difference) 

Variable ADF-statistics 5% Mackinnon 
Critical Value 

Test results 

GNP -4.149063 -3.259808 Stationary 

WAGE -3.105504 -3.259808 (10%, - Stationary 



 

The 2nd IBEA – International Conference on Business, Economics and Accounting 
Hong Kong, 26 – 28 March 2014  

 

 
 

2.771129) 

IS -3.905361 -3.259808 Stationary 

EV -4.383393 -3.212696 Stationary 

          Source: Calculated 
 
Remark:  1) Null hypothesis  is Non – stationary 

   2) ADF-statistics is a test for a unit root in a time series sample. 
               3) ADF-statistics > Mackinnon Critical Value to reject the null hypothesis. 
 
 
 

3.2 The test problems Heteroscedasticity 
Solving such problems is to obtain the best model. The second part shows the 

test of significance for each independent variable coefficient of model. The results are 
as follow: 

The variance of error is not fixed. The basic assumption of the Least Square 
event crashes. Heteroscedasticity estimators are still unbiased, and display consistent 
properties, but lose features of efficiency. This is because the variance is not at a 
minimum, and so statistical tests such as t-test and F-test to calculate the coefficient 
of each, cannot be trusted and make hypothesis tests of the coefficients in the 
equation lack credibility. Tests to determine the problem of the error variance are in 
accordance with White's heteroscedasticity test. 
 
 

Table 3 
Shows the analysis of the test problems. Heteroskedasticity using White test 

     
     F-statistic 0.511159 Prob. F(4,6) 0.7312 

Obs*R-squared 2.795775 Prob. Chi-Square(4) 0.5926 
Scaled explained SS 0.400827 Prob. Chi-Square(4) 0.9824 

     
     Variable Coefficient Std. Error t-Statistic Prob. 

     
     C 26122092 43310720 0.603132 0.5685 
GNP^2 8.17E-08 9.31E-07 0.087776 0.9329 
WAGE^2 -558.6838 427.5395 -1.306742 0.2391 
IS^2 1.05E-07 3.99E-07 0.262884 0.8014 
EV^2 -3.98E-05 0.000101 -0.391788 0.7088 

     
     R-squared 0.254161 Adjusted R-squared -0.243064 

F-statistic 0.511159 Durbin-Watson stat 1.821176 
Prob (F-statistic) 0.731240    

       
     Source: Calculated 

 
Remark 1)      H0 = Homoskedasticity 
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                       H1 = heteroskedasticity 
 

The results of the analysis of the coefficients of the model, when considering 
the statistical significance of the model, show that the coefficient of determination 
(R2) is equal to 0.254 approximately, showing that the independent variables in the 
model cannot be explained, when 25.4 percent of the problem, in test variance of 
error is not fixed. White's heteroscedasticity test results showed that the statistical 
nR2 to be computed is lower than the critical value, at a confidence level of 99% 
(prob. <0.01), thus accepting the null hypothesis, whereby the model shows no 
problem when the variance of error is not fixed. 

 
3.3 Results of the analysis of the relationship between the dependent variable 

regression  
Model Complexes. 

The independent variable impacting factors were associated with direct 
investment from China at a confidence level of 90% being the average minimum wage 
rate single factor. Other variables (gross national product, the values of international 
shipping and export values) do not affect the factors associated with direct investment 
from China, at confidence levels of 90, 95 or 99%, respectively, when using a 
relationship between the minimum wage rates to direct investment in China in 
opposing directions. Using a coefficient equal to             a -151.9384 mean; when 
wages increase 1 THB to make direct investment in China this declined approximately 
152 million THB. This phenomenon can be explained to a precision of 62.88% (R-
squared). 

 
 

Table 4 
Shows the regression analysis. 

     
      
 

    Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 22195.29 34418.97 0.644856 0.5429 

GNP 0.003549 0.005635 0.629763 0.5521 
WAGE -151.9384 66.93398 -2.269975 0.0637 

IS -0.000102 0.003065 -0.033372 0.9745 
EV -0.028871 0.035494 -0.813414 0.4470 

     
     R-squared 0.628759     Adjusted R-squared 0.381265 

F-statistic 2.540504     Durbin-Watson stat 2.477257 
Prob(F-statistic) 0.147674    

     
Source: Calculated 
 

Results of the stress tests auto-correlation of the Breusch–Godfrey theory, 
found that  
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the test statistic calculated (F-statistic and nR2) is lower than the critical value of 0.05, 
thus accepting the null hypothesis (no problem auto-correlation). Therefore, it is not 
necessary to adjust the equation using any polynomial regression. 
 
 
 
 
 
 
 
 
 
 
 
 

Table 5 
Shows the analysis of the test problems. Autocorrelation method Breusch-Godfrey 

     
     F-statistic 4.482091     Prob. F(2,4) 0.0952 

Obs*R-squared 7.606033     Prob. Chi-Square(2) 0.0223 
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 38812.29 26764.44 1.450144 0.2206 

GNP -0.018634 0.007390 -2.521469 0.0653 
WAGE 102.6310 65.34044 1.570712 0.1913 

IS 0.010431 0.004290 2.431294 0.0719 
EV -0.036716 0.027188 -1.350466 0.2482 

RESID(-1) -2.005523 0.702833 -2.853485 0.0462 
RESID(-2) -1.000749 0.470589 -2.126587 0.1006 

     
     R-squared 0.691458 Adjusted R-squared 0.228644 

F-statistic 1.494030     Durbin-Watson stat 2.130577 
Prob (F-statistic) 0.363397    

     
     Source: Calculated 

 
CONCLUSION AND RECOMMENDATIONS  

FDI is critical to the economic development of Thailand, for rapid economic 
growth and impacting a dynamic force into the economy of China. Making China 
become a source of funds is critical to Thailand. Thailand has also been recently led by 
financial resources from foreign economies. In order to maintain the level of 
investment and attract foreign investment from China, it is therefore necessary to 
study the factors which influence FDI from China into Thailand. The results show that 
the factors of natural resources, or the independent variables, affect FDI from China to 
a 90% confidence level, and that the average minimum wage rates only factoring in 
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the other variables (GNP, IS and EV) do not affect the factors associated with direct 
investment from China, at confidence levels of 90, 95 and 99%, respectively, when 
using the relationship between the average wage minimums. China's direct 
investment in India is heading in the opposite direction. By a coefficient equal to -
151.9384 mean, when wages increase 1 THB to make direct investment in China, 
these declined approximately 152 million THB. 

This study is an overview of China's direct investment into Thailand, in order to 
be made aware of the factors influencing China's direct investment in Thailand. The 
results of this research can be used as a guideline for the government to establish 
appropriate policies for promoting direct foreign investment, and research within the 
study of factors influencing direct foreign investment. Factors found to influence 
direct foreign investment include gross domestic product inflation interest rates and 
exchange rates. 

However, other factors of variables should be studied, which can to affect 
direct  

investment from China, such as economic sentiment indexing, including qualitative 
factors or variables (Dummy Variables), especially political stability or instability of the 
government, and there should be a comparative study of China's direct investment in 
other countries in the region, such as: Indonesia, Malaysia and Vietnam. 
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