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ABSTRACT

The relationship between saving and investment in Asian countries was examined in
three different natures namely the study at the aggregrate level, the investigation on groups of
countries with comparable national income level, and the examination on individual country.
Three analytical techniques including Pooled Ordinary Least Square, Fixed Effects Model
(for groups and individual country), and Random Effects Model were employed to validate the
data on Saving/National-Income ratio and Investment/National-Income ratio. The data were of
panel type and secondary yearly time series nature of 10 Asian countries including Thailand,
People’s Republic of China, South Korea, Singapore, The Philippines, Japan, Malaysia,
Indonesia, Vietnam, and India, from 1997 to 2006 covering 20 years.

The Unit Roots test by the method of Levin Lin and Chu (2000) indicated all variables
are stationary at the level data at 99% confident level. The application of Pooled Ordinary Least-
Square method and that of Fixed Effects Model revealed the same results that Saving/National-
Income ratios were highly associated with the Investment/National-Income ratios and moved in
the same direction. However, when dummy variables were incorporated into the analysis to

determine the relationship in individual country case, only two countries namely South Korea



and The Philippines had the statistical significant relationship at 95% confident level between
their saving and investment. The Saving/National-Income ratio and the Investment/National-
Income ratio of these two countries were highly correlated in the opposit direction. The result
from Random Effects Model application also revealed the high correlation between saving and
investment which moved in the same direction.

This study also found that the most robust analytical technique in terms of efficiency and
reliability was Fixed Effects Model, followed by Random Effects Model and Pooled Ordinary

Least Square, respectively.



