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Abstract

Thailand currently has limited outward foreign direct investment (FDI) promotion policies,
especially in tax incentives and financial subsidies. As a result, Thai firms that invest oversea
have disadvantages comparing with multinational enterprises from the other countries.
However, there are still debates regarding the optimal outward FDI promotion policies since
such policies might cause adverse effect to the home country. Therefore, many countries
apply outward FDI promotion policies for some sectors and firms with specific conditions. To
find outward FDI promotion policies appropriate for Thailand, we study the impact of outward
foreign direct investment from each sector on its exports and spillovers to the other sectors.
First, we employ quantitative methods to investigate the relationship between outward FDI
and exports in each sector. Then using the national input-output table, we estimate its
spillovers on the other sectors. To verify our empirical findings, we also conducted interview
with selected firms in various sectors. The results show the positive impact of outward FDI on
exports in 5 sectors including fishery, plastic products, vegetables and fruits, machinery and
pet food. Moreover, we find negative impact of outward FDI on exports in the following 8
sectors: sugar, paper and paper products, automobiles and repairs, slaughter, beverages, other
crops, coal and crude oil and electricity and gas. Our analysis suggests that the impact of
outward FDI on exports in each sector depends on investment motives. Investing abroad for
technology, brands or distribution channels or for co-production bases with the home country
tends to have positive impact on home exports. On the other hand, investing abroad to seek
markets, resources, and tariff privileges causes adverse effect on home exports because these

motives may cause production relocation.

In addition, this research finds that policies to promote investment should be conditional on
types of production or investment. From our quantitative and in-depth interview studies, we
suggest that two types of outward FDI promoting policies: information provision and
facilitation, and direct outward FDI promoting policies.

Information provision and facilitation policies should be provided for all sectors and
investment types. Direct outward FDI promoting policies such as financial aids or tax holidays
should be provided conditional on sectors and types investment that bring positive

externalities to the Thai economy.
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