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ABSTRACT

The role of the global value chain has been increasing due to foreign direct investment,
and this has led to global production fragmentation. Countries participating in global value
chains can receive several benefits, resulting in productivity enhancement and economic
development. As a result, this research aims to analyze the effect of inward foreign direct

investment on the global value chain by using secondary panel data. The panel data cover
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66 countries and one special administrative region during the period of 1998 to 2018. The results
of the fixed effects regression show that the stocks of FDI, the degree of trade openness, and
economic stability can affect the global value chain positively. The recommendations derived
from this study are that the government should enhance the investment environment in order
to attract more inward FDI, promote international trade though trade openness and the

reduction of trade barriers, and keep the economy stable.

Keywords: Global Value Chain, Global Value Chain Participation, Foreign Direct Investment
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