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 ABSTRACT 


This thesis aims to examine the effect of Greenfield foreign direct investment (GFDI), 
 merger and acquisitions (MNA) with the interaction effect of institutional factors on 
 economic growth in ten selected Asian countries. The inconsistent results of previous 
 studies  are  appealing  researchers  to  advance  further  empirical  testing  with 
 disaggregated  FDI  in  the  form  of  GFDI  and  MNA.  The  gap  in  the  literature,  as 
 decreasing trend of GDP growth and increasing tendency of FDI in Asia need to be 
 addressed.  Therefore, the study examines the interaction effect of institutional factors 
 separately on the relationship between GFDI, MNA and economic growth, in selected 
 Asian countries. In this thesis, we use a two-stage least squares methodology to control 
 endogeneity, while the results of the Hausman test recommends that the fixed effect 
 model is more appropriate for the analysis of ten selected Asian countries covering the 
 period 2002-2016.The findings of the study show that MNA has positive impact on 
 economic  growth.  while  greenfield  FDI  is  not  significant  in  ten  selected  Asian 
 countries.  The  results  of  the  interaction  effect  of  institutional  factors  show  that 
 performance  of  MNA  increases  with  interaction  effect  of  institutional  factors.  The 
 institutional factors like political stability, rule of law and control of corruption show 
 positive interaction effect with MNA. Similarly, government effectiveness and COC 
 depict the positive interaction effect with GFDI although, voice and accountability and 
 regulatory  quality  have  negative  interaction  effect  on  economic  growth  in  selected 
 Asian countries.  The results suggest that MNA needs to be encouraged to enhance its 
 potential  impact  to  contribute  positively  to  economic  growth.  The  study  further 
 suggests  that  countries  should  improve  their  regulation  which  are  in  the  favour  of 
 investors to get positive results from both types of investments (GFDI, MNA). 


Keywords:  greenfield  FDI,  merger  and  acquisition,  gross  domestic  product, 
institutional factors, Asia 
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 ABSTRAK 


Tesis ini bertujuan untuk mengkaji kesan pelaburan langsung asing Greenfield (GFDI), 
 penggabungan  dan  pengambilalihan  (MNA)  dengan  kesan  interaksi  faktor  institusi 
 terhadap pertumbuhan ekonomi di sepuluh buah negara Asia  yang terpilih. Dapatan 
 yang tidak konsisten dalam kajian terdahulu mendorong  penyelidik untuk menjalankan 
 ujian empirik dengan lebih lanjut terhadap FDI yang disebarkan kepada bentuk GFDI 
 dan MNA. Jurang dalam literatur yang menunjukkan tren menurun bagi pertumbuhan 
 KDNK dan peningkatan kecenderungan FDI di Asia perlu ditangani. Oleh itu, kajian 
 ini  menyelidik  kesan  interaksi  faktor-faktor  institusi  secara  berasingan  terhadap 
 hubungan antara GFDI, MNA dan pertumbuhan ekonomi di negara-negara Asia yang 
 terpilih. Tesis  ini  menggunakan metodologi  kuadrat  terkecil  dua  peringkat untuk 
 mengawal  endogeniti,  sementara  keputusan  ujian  Hausman  mencadangkan  bahawa 
 model kesan tetap lebih sesuai untuk menganalisis sepuluh negara Asia terpilih ini yang 
 meliputi tempoh 2002-2016. Penemuan kajian menunjukkan bahawa MNA mempunyai 
 kesan  positif  terhadap  pertumbuhan  ekonomi,  manakala  FDI  Greenfield  tidak 
 signifikan  dalam  kesemua  sepuluh  negara  Asia  yang  terpilih. Hasil  kesan  interaksi 
 faktor institusi menunjukkan bahawa prestasi MNA meningkat dengan adanya kesan 
 interaksi faktor institusi. Faktor institusi seperti kestabilan politik, peraturan undang-
 undang dan kawalan rasuah menunjukkan kesan interaksi positif dengan MNA. Begitu 
 juga  keberkesanan  kerajaan  dan  COC  yang  menggambarkan  kesan  interaksi  positif 
 dengan  GFDI,  walaupun  suara  dan  akauntabiliti  dan  kualiti  pengawalseliaan 
 mempunyai kesan interaksi negatif terhadap pertumbuhan ekonomi di negara-negara 
 Asia  terpilih  ini.  Hasilnya  menunjukkan  bahawa  MNA  perlu  digalakkan  untuk 
 meningkatkan  potensi  impaknya  untuk  menyumbang  secara  positif  kepada 
 pertumbuhan  ekonomi.  Kajian  ini  selanjutnya  menunjukkan  bahawa  negara-negara 
 tersebut  harus  memperbaiki  peraturan  yang  memihak  kepada  para  pelabur  untuk 
 mendapatkan hasil positif daripada kedua-dua jenis pelaburan (GFDI,MNA) 


Kata kunci: greenfield fdi, penggabungan dan pengambilalihan, keluaran dalam negara 
kasar, faktor institusi, asia 
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CHAPTER ONE 
 INTRODUCTION 


1.1 Background of the study 


Economic growth is generally considered as a measuring tool for social welfare. The 
 phenomenon is implicit but exist, by which social welfare increases directly with a 
 positive  change  in  economic  growth.  However,  through  appropriate  policies  and 
 established institutions, numerous benefits can get from economic growth to achieve 
 economic welfare. Furthermore, the level of full employment, stable prices, the main 
 objectives of macroeconomic stability, and high economic growth can determine the 
 wellbeing at the individual level and social welfare (Clarke, 2004; Hediger, 2000). The 
 stable  macroeconomic  condition,  a  minimal  budget  deficit,  life  expectancy,  lower 
 inflation,  and  rule  of  law  are  the  factors  affecting  economic  growth  (Barro,  1996; 


Fischer, 1993).  


Foreign direct investment has grown at a remarkable proportion since the early 1980s, 
 and the world market for it has become more competitive. Developing countries are 
 becoming increasingly attractive investment destinations, in part because they can offer 
 investors a range of "created" assets. Mainly FDI has three types.  


(I) Greenfield FDI (GFDI) 


(II) Cross border merger and acquisition (MNA) 
 (III) Joint venture  


Greenfield FDI is involved in constructing new production and facilities in the host 
country. While MNA show a combination of two firms and involved in trading different 
assets owned by multinational corporations. Furthermore, A partnership arrangement 
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 Appendix 


The study also tried to verify the existence of the long-run equilibrium relationship 
 between GFDI, MNA and economic growth. 


The Fully Modified Ordinary Least Squares (FMOLS) method introduced by (Pedroni 
 (1996))  is  a  reliable  estimation  method  for  small  sample  size,  this  method  is  also 
 checked  for  the  panel  data  of  ten  Asian  countries.  To  confirm  the  stationarity, 
 Augmented Dickey-Fuller (ADF) test is applied, the result of this test shows that data 
 is not stationary at same level. As the assumption of stationarity is not fulfilled, so this 
 method is not used in this study. 


Appendix A Panel Unit Root test 


Variable  Tests 


Level  First order 
 difference 
 GDP  ADF - Fisher Chi-


square 


22.6948 


0.304  22.4604 


0.3161 
 PP - Fisher Chi-


square 


52.8019* 


0.0001  45.2813* 


0.001 
 GFDI  ADF - Fisher Chi-


square 


41.7275* 


0.003  54.5657* 


0.000 
 PP - Fisher Chi-


square 


71.8902* 


0.00  119.145* 


0.000 
 MNA  ADF - Fisher Chi-


square 


36.1501* 


0.0148  74.2282* 


0.000 
 PP - Fisher Chi-


square 


81.1765* 


0.000  146.553* 


0.000 
 VA  ADF - Fisher Chi-


square 


26.8315* 


0.1401  36.8109** 


0.0123 
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 PP - Fisher Chi-


square 


21.4898* 


0.3688  73.8496* 


0.000 
 PS  ADF - Fisher Chi-


square 


30.7039*** 


0.0592  43.8899* 


0.0016 
 PP - Fisher Chi-


square 


32.5669** 


0.0376  99.2871* 


0.0000 
 GE  ADF - Fisher Chi-


square 


18.1192 


0.5796  50.6961* 


0.0002 
 PP - Fisher Chi-


square 


22.1565 


0.3321  108.128* 


0.0000 
 RQ  ADF - Fisher Chi-


square 


26.1395 


0.1613  44.0503* 


0.0015 
 PP - Fisher Chi-


square 


42.3251* 


0.0025  131.821 


0.0000 
 ROL  ADF - Fisher Chi-


square 


34.5949** 


0.0224  54.9962* 


0.000 
 PP - Fisher Chi-


square 


37.48** 


0.0102  93.7748* 


0.000 
 COC  ADF - Fisher Chi-


square 


21.5638 


0.3646  50.1935* 


0.0002 
 PP - Fisher Chi-


square 


40.4644* 


0.0044  103.265* 


0.000 
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 Appendix B Endogeneity test 


  Tests of endogeneity 
   Ho: variables are exogenous 


Tests       P value       Result  
 Durbin (score) chi2(2)         63.2841      p =0.0000 


Wu-Hausman F (2,140)      51.085       p = 0.0000      Ho=Reject null hypothesis 
 Test for weak instrument  


Ho: Instruments are weak       10%       15%     20%     25% 


  2SLS Size of nominal 5% Wald test       13.43      8.18     6.4       5.45 
   LIML Size of nominal 5% Wald test       5.44       3.81      3.32     3.09 
 Tests of overidentifying restrictions:      P value


Sargan (score) chi2(1)      0.026829   p = 0.869 


Basmann chi2(1)      0.0252       p = 0.873     No over identification 
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 Appendix C country wise results  


Table 4. 22  


Greenfield FDI, interaction effects of institutions in China 


Variables  Model 1  Model 2  Model 3  Model 4  Model 5  Model 6  Model 7 


Coefficient Prob.     


GFDI  0.688  0.001*  1.193  0.680  -4.359  0.007  2.801  0.237  2.404  0.036  2.956  0.161  -3.153  0.014 
 MNA  0.109  0.181  0.085  0.454  0.007  0.935  0.095  0.140  0.141  0.058  0.059  0.689  -0.003  0.970 
 DI  2.453  0.084  0.108  0.956  1.641  0.030  2.396  0.050  -1.075  0.495  2.925  0.080  3.127  0.000 
 TO  -1.183  0.000  -1.285  0.001  -1.447  0.000  -1.148  0.001  -2.121  0.000  -0.791  0.149  -0.828  0.000 
 POPG  2.991  0.007  1.548  0.383  2.946  0.002  2.937  0.028  0.495  0.716  4.665  0.027  2.100  0.012 
 SECENR  1.472  0.011  2.383  0.009  0.796  0.029  0.590  0.491  0.686  0.336  1.311  0.045  1.767  0.000 
 INF  0.023  0.194  0.009  0.757  0.020  0.113  0.007  0.749  0.040  0.122  0.006  0.876  0.040  0.007 


GFDI*VA    -1.885  0.812   


GFDI*PS    4.419  0.001*   


GFDI*GE    -2.736  0.367   


GFDI*RQ    -3.084  0.185   


GFDI*ROL   -4.326  0.270   


GFDI*COC   3.846  0.005* 


Note: GFDI= greenfield FDI; MNA= merger and acquisition; TO=Trade openness; INF=inflation; POPG= Population Growth; SECENR= Secondary School Enrolment; VA= 


Voice and Accountability; PS= Political Stability; GE=Government Effectiveness; RQ=Regulatory Quality; ROL=Rule of Law; COC=Control of Corruption; *, **, *** denote 
significance at 1%, 5%, and 10%, respectively, Dependent variable GDP. 
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 Table 4. 22  


Greenfield FDI, interaction effects of institutions in Mongolia 


Variables  Model 1  Model 2  Model 3  Model 4  Model 5  Model 6  Model 7 


Beta   p-value  Beta   p-value  Beta   p-value  Beta   p-value  Beta   p-value  Beta   p-value  Beta   p-value 
 GFDI  -0.010  0.758  11.363  0.025  4.182  0.721  1.213  0.042  -1.412  0.482  -3.389  0.280  4.384  0.089 
 MNA  -3.630  0.083  -2.981  0.031  -3.532  0.188  -1.247  0.555  -4.407  0.009  -4.065  0.041  -3.027  0.097 
 DI  -0.090  0.715  -0.119  0.599  -0.106  0.753  -0.039  0.835  -0.262  0.304  -0.168  0.387  -0.238  0.232 
 TO  -0.143  0.677  -0.158  0.528  -0.044  0.927  0.064  0.816  -0.351  0.289  -0.624  0.174  -0.145  0.755 
 POPG  1.025  0.000  3.609  0.000  3.539  0.000  3.818  0.000  3.458  0.000  3.038  0.000  3.760  0.000 
 SECENR  0.268  0.718  0.480  0.378  0.229  0.830  0.402  0.477  1.199  0.090  0.263  0.729  0.959  0.209 
 INF  0.007  0.354  0.010  0.113  0.007  0.476  0.006  0.383  0.011  0.169  0.011  0.084  0.010  0.164 


GFDI*VA    -10.043  0.024**   


GFDI*PS    -2.750  0.720   


GFDI*GE    -3.127  0.037**   


GFDI*RQ    2.529  0.487   


GFDI*ROL   6.832  0.281   


GFDI*COC   -4.849  0.089*** 


Note: GFDI= greenfield FDI; MNA= merger and acquisition; TO=Trade openness; INF=inflation; POPG= Population Growth; SECENR= Secondary School Enrolment; VA= 


Voice and Accountability; PS= Political Stability; GE=Government Effectiveness; RQ=Regulatory Quality; ROL=Rule of Law; COC=Control of Corruption; *, **, *** denote 
significance at 1%, 5%, and 10%, respectively, Dependent variable GDP. 
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