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Contribution to declining investment (-27.3% in total)
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Contribution to the decline in priv.

. Impacts on private
Coefficient | Level of determinants |
Determinants investment/GDP (%)
Value
1995-96 2007-08 2007-08/ 1996-97
Real GDP growth 0.59 7.6 3.7 -741
Growth of domestic credit 0.24 15.5 13.6 -1.4
Real interest rate -0.12 8.2 3.3 1.8
Terms of trade 0.06 1171 98.3 -3.5
Inflation volatility -0.03 6.0 5.0 0.1
Total impacts -10.0

Econometric evidence suggests that the decline in private investment came from

the reduction in real GDP growth, domestic credit, and terms of trade.
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Panel data estimation: Regressi

Dependent variable: GFCF/GDP

Panel data estimation: Regression re

Dependent variable: GFCF/GDP

Equation 2 4
Real GDP growth 0.151** 0.119**
Real interest rate -0.101** -0.104**
Domestic credit/ GDP (change) 0.035* 0.042*
Real exchange rate -0.054* -0.064***
Constant 46.753** 55.135***
Public investment/ GDP 1.599*
Thailand * Public investment/ GDP
FDI/ GDP 1.384**
Thailand * FDI/ GDP

*, **, *** indicates significant level at 10%, 5%, and 1% respectively

Equation 9
Real GDP growth 0.122**
Real interest rate -0.101**
Domestic credit/ GDP (change) 0.037*
Real exchange rate -0.052*%**
Constant 54.659%**
Time (1997-2008)
Public investment/ GDP
Time * Public investment/ GDP
FDI/ GDP 1.210**
Time * FDI/ GDP
FDI/ GDP * Public investment/ GDP 0.047**

4| *, **, *** indicates significant level at 10%, 5%, and 1% respectively 4|
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Changes in | Changes in public | Public investment ;| Changes in
Countries FDI effect
GFCF/GDP investment/GDP effect FDI/GDP
Thailand -20.0 -4.1 -2.1 2.8 0.9
Malaysia -17.4 0.8 0.4 -2.3 -0.7
Korea -11.7 0.7 0.4 -0.2 -0.1
Philippines -6.1 1.0 0.5 -0.5 -0.2
Indonesia -3.6 0.3 0.2 -0.7 -0.2
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Financial conditions
- Liquidity
- Leverage

- Profit margin
- ROA

Macro related variables
(Pull factors)

Micro structure
(Inhibitors)

- Sales growth
- Capacity utilization
- Employment

- Degree of competition
- Standard requirement
Accession and cost of credit

Investment

Firm’s characteristic
- Firm’s age

- Firm’s size

- % of resident ownership
- BOI

- Export Vs domestic firms

’fl’agamn Productivity Investment Climate Survey 2007
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Mean values classified by investing and Investing Non -investing
non-investing firms firms firms

Sales growth (%) 17.8 5.5

Vacrb related Changes in capacity utilization (%)

I
1
variables |
Changes in employment '\ 2105 - 6.0 _,
Changes in net profit margin (%) |’ T 6 7- ------ 072- T \l
. : e T o 1
Elnartil Changes in quick ratio (liquidity) . _0_7 _______ 0 ._3_ i
condition Changes in debt to equity ratio (leverage) -0.1 -0.3
variables
Changes in ROA (%) 0.3 1.0
__________ ~
% Export firms 26.5 17.2
Firms’

characteristic

% BOI firms

1
1
1

% Both market firms 1 741 3.9
1
1

% Resident ownership :

Firm's age v 144 150

Herfindahl-Hirschman Index

Micro
structure

ISO award
% Reported financial access/cost problem ' _38.6 46.1 Vi

{ No. of worker (size of firm) s —'298 114 \

Source: Productivity Investment Climate Survey (PICS) 2007

Probit regression results

Variables Coefficient (M1) | Coefficient (M2) | Coefficient (M3) | Coefficient (M4)
Aln(sales),, 0.3609** 0.3563** 0.2557 0.2450
ey ['Acapu,, 0.0091% 0.0101* 0.0083 0.0089*
AEmployment, , 0.0039** 0.0045*** 0.0044** 0.0043***
ANet profit margin, 0.0025 -0.0002 0.0036 0.0041
AQuick ratio, 0.0081 0.0074 0.0085 0.0086
AEMEEL ADIE,, -0.0028 -0.0005 0.0006 0.0022
variables AROA, -0.0039* -0.0034 -0.0025 -0.0025
Employment, (Firm’s size) 0.0008* 0.0008** 0.0007* 0.0007
Export firm 0.3088** 0.3097* 0.1709 0.1746
Firme’ Both markets firm 0.2832 0.3369 0.3099 0.2886
characteristic BOI firms 0.0689 - - -
% resident ownership, -0.0014 - - -
Firms age, -0.0014 - - -
Industry dummies Yes No No No
Region dummies Yes Yes Yes Yes
HHI - -0.0002** -0.0002* -0.0002*
gﬂtircur;ure { 1SO award - - 0.2505* 0.2578"**
Financial obstacle - - - -0.2100**

*, **, *** indicates significant level at 10%, 5%, and 1% respectively
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Good evidence

Investment is driven by sales growth,
cap u, and employment

Macro related variable
(Pull factor)

Good evidence

Degree of competition, product quality and
financial service help explain differences
in investment behaviour

Micro structure
(Inhibitors)

Financial conditions Liquidity, leverage, profit margin and ROA

do not seem to matter

Firms’ characteristic Generally insignificant, however, export
firms and firms’ size do matter if micro

structure variables were not controlled for
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Differences in score of investment constraints between domestic firms and export firms
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Small Large | Different
Export firms Domestic firms Mean obstacle score of access to domestic credit 1.5 1.2 0.3%**
) } % of firms report credit access as no. 1 obstacle 11.8 4.2 7.5%%
% of firms with ISO awards 50.4 328 P

1 tail t-test : *, **, *** indicates significant level at 10%, 5%, and 1% respectively
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