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ABSTRACT

The objective of this study is to examine the impact of the government expenditure on
research and development on the economic growth of ASEAN countries. Secondary yearly data
from 1996 to 2010 on government expenditure on research and development and GDP growth
rate of Thailand, Malaysia, Singapore, Vietnam, Indonesia and the Philippines were used for the

investigation.

The panel unit roots test indicates all variable series are stationary and are integrated of
orderl. The panel equations test suggests the relationship existed between the two economic
variables. Consequently, various models for estimation with panel data were applied to this
study’s data sets to determine the optimal model and the random-effects formulation appeared
most appropriate in the ASEAN context. Then the random-effects model was estimated by least

squares regression which provided the findings that the government spending on research and



development and the GDP growth rate of the ASEAN countries were positively related. When
the constant term of GDP growth rate of individual country was taken into consideration, it
became apparent that Indonesia had the highest intercept meaning that its GDP growth was
attributable to factors other than the government R&D expenditure relatively more compared to
other ASEAN countries. The impact of the omitted variables was the next most strong in the case

of the Philippines followed by Thailand, Malaysia, and Vietnam, respectively.

The examination on short-run equilibrium relationship found there existed short-run
adjustment process in the government expenditure on research and development and the GDP

growth rate toward the long-run equilibrium, with -0.016853 rate of adjustment.



