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Due to the continuous growth of Thailand’s manufacturing industry, foreign direct
investment (FDI) is constantly increasing. This possibly leads to the improvement of the
manufacturing technology from technology transfer. Moreover, FDI stimulates more
competition among firms since each manufacturer has to develop new product and production
process to maintain market share.

This study has examined the impact of FDI to change in Thailand’s innovations and
productivity of labor and capital. Seven Thailand manufacturing industries are researched
quantitatively from 1999 to 2006 by LS method. In addition, descriptive study explores
current status of R&D several number of innovation in various aspects, for instance, research
and development activity and R&D problem.

The result shows that FDI affects innovation. Moreover, FDI increases productivity
of capital and decreases productivity of labor in Thailand’s industries. The descriptive study
finds that most joint ventures undertaken by domestic and foreign companies obtain
knowledge and technology from technology transfer while non-joint ventures obtain
knowledge and technology from competitiveness. The study also finds that non-R&D firms
can launch new product by improving their organization in order to satisfy customers and

compete in the market.





