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Abstract

This study focuses on factors affecting inward Foreign Direct Investment (FDI), with
special focus on the relationship between non-tariffs measures and FDI using Arellano-
Bover/Blundell-Bond model. The study found significant and positive association between
positive economic growth, and the increase in the share of FDI to GDP, consistent with
Resimi (2000) and Singh & Jun (1995) where fundamentals conducive to export-oriented

economy can attract more foreign direct investment.

Moreover, the study found significant and positive association between past foreign
direct investment and current foreign direct investment highlighting clustering effects can

draw in more foreign direct investments consistent with Campos and Kinoshita (2003)

Finally, the study found a negative and significant relationship between ad-valorem
equivalent of non-tariff measures proposed by Niu et al.(2018), and the share of FDI to GDP.
This negative and significant relationship is consistent with vertical FDI theory where higher

barrier will impede foreign direct investment inflow to the host country.



