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Summary (1)

• What are the motivations of this study?

• FDI as growth engine in developing countries

• Trends of decreasing FDI inflows in Malaysia – worry about 
the country being caught in MIT

• Loss of Malaysia’s relative attractiveness to foreign investors

• What is the objective?

• to examine patterns and determinants of FDI in Malaysia 
from a comparative SE Asia perspective

• What is the method and the scope of the analysis?
• use gravity model to examine FDI flows from OECD countries to 5 

ASEAN countries
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Summary (2)

• What are the main findings?

• No evidence that FDI inflows to China has a negative impact 
on FDI inflows to Malaysia (or other Southeast Asian 
countries)

• Indeed, Malaysia benefits from a complementary FDI 
relationship with China as a favoured location of high-end 
tasks (usually final assembly) within global production 
networks. 
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What’s the trend of FDI inflows to ASEAN?
Which country is the largest recipient of FDI in the region?

G.1



EE462_1/2021_Reading#9_Phatta Kirdruang 5

Which countries’ FDI inflows were affected by the financial crisis in 1997?

G.2

Every countries except than the Philippines and Thailand.
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Which explains the decreasing trend of FDI inflow in Malaysia after 2005?

G.2

Malaysia is not attractive enough compared to other developing countries. This may 
stem from the skeptics around NEM (New Economic Model) measures.
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After 2005, does net FDI in Malaysia differ from net FDI in other countries? How?

G.2

Yes, as it appears to be a decreasing trend after 2005. This is different from Indonesia, 
Singapore and Thailand (However, it is quite similar to the Philippines.) 

Net FDI in Malaysia decreases from 2005 to 2008 then slightly increase in 2009. 

This could happen because after 2005, outward FDI from Malaysia has surpassed FDI 
inflow consistently. Total outflow amounted of $40.4 billion and total inflow amounted 
of $23.3 billion.



Analysis of the Determinants of FDI

• What is the hypothesis?

 FDI between two countries increases with joint mass (GDP) and 

decreases with resistance posed by geographic and policy barriers

The standard resistant is distance

• What are the main variables of interests?
• FDI – related regulations and institutions 

• Education level

• Innovation capability

• What are other explanatory variables?
• FDI to China and (log of Malaysia*Log of FDI into China)
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Why do the authors include FDI into China as another control variable?
*Test whether FDI into ASEAN is crowed out by FDI to China*
Widespread concern that the emergence of China,  an attractive investment location, 
would erode Malaysia’s prospect for attracting FDI (“China Fear”).

G.2



Estimation Equation
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Explain results in Table 2

G.3
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What can you say about the openness to foreign equity ownership in Malaysia, compared to other 
countries?
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What is the pattern of FDI in Malaysia?  Which industries play important role?  Any 
change over time? 
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