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ABSTRACT

The aim of this study to investigate the effect of host country’s physical infrastructure
on the level of outward foreign direct investment (FDI) from the home country to the host
country. Using the bilateral outward FDI between 48 pairs of home and host countries between
2007 and 2012, we find similar results to the previous study that physical infrastructure has a
positive (or non-negative) effect on outward FDI. The novelty in our study is the disaggregation
of physical infrastructure into 5 categories: 3 infrastructures (air transportation, marine
transportation and rail) and 2 utilities (communication and electricity) to examine which mode
or which type of host’s physical infrastructure has an effect on home country’s outward FDI.
The findings based on the “Heckman” selection model and case studies show that the mode
or type of physical infrastructure that attracts outward FDI depend on the direction of the
bilateral outward FDI. If the bilateral outward FDI is from developed country to developing
country or N-S, air transportation and electricity are significantly affected the level of outward
FDI. On the other hand, if it is S-N, we find that fixed phone and rail transportation to be

important determinants of outward FDI from developing country to developed country.

We also draw some implications for the case of Thailand based upon the econometric

model and the indepth interview from government agencies and private sectors.



