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The Effect of Direct Investment on The Economic Growth
NISHIOKA Noriaki

Abstract

Recently, the economic growth of East Asia is remarkable. It is thought that te direct
investment from the foreign country contributes greatly. Then, we analyze the effect on the
economic growth of direct investment in this paper.

In this cace, the fundamental equation of Domar, E. D.'s growth theory is enhanced. That is,
we introduce the two factors into the model which are the local content ratio and the export
rate of puroducts by the direct investment. The growth rate of the investment of the home
country for the domestic market equiliburium changes depending on those values and
marginal propensity to save. So, the growth rate of real investment rises or lowers, and it

- influences on the economic growth.
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