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Objectives: The study applies an econometric method of estimation to produce the reliable figures of
TFP Growth with the most up-to-date available data, close to the recent crisis as well as to investigate
factors affecting it.
Methodlogy : The TFP Growth in Thailand is calculated for 8 major sectors in the economy during
1970-1996. Cointegration and Error Correction Model are considered to be employed in the study as the
estimation technique for a reliable result. The result is also compared to that estimated by using Growth

Accounting technique, a popular conventional (non-parametric) approach one. Investigation and testing for

factors influencing the growth of TFP are also examined.
Results: The estimated TFP Growth found quite similar to the non-parametric one. An advantage of the

econometric approach is that the regression estimation can be tested statiscally so tha' one can realize how
significant each parameter is. The study found quite a small role of TFP Growth in the Thai economy and it
is also declining during the 1990s indicating unsustainable economic growth in the long run. Capital
played the important role in stimulating the high economic growth. During the crisis in 1997-1998, the
growth is predicted to still decline even further. Many important factors are tested and found to be influential
to the TFP Growth in ordering including Intemational competitive environment (less protection), good

administration and management, competitive environment in the domestic market, imported technology,

and research and development.
Discussion Conclusion: Thailand has to tum the development strategies to focus on productivity and

quality improvement. The study indicates clearly that it is not likely for Thai economy to rely on quantitative

growth as being done in the past.

Suggestion: There are few rooms to improve the future study of TFP Growth. The Cobb-Douglas form
being used in the study assumes the elasticity of substitution between capital and labour equals one. In
other word, it does not allow for the possibility of diminishing marginal return to capital when more and
more capital input being used. Endogenous human capital growth framework is another channel to study.
(In)efficiency in persistent negative TFP Growth like in service sector is also interesting to examine.
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