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Abstract

This stud& evaluates the effect of exports and foreign direct
investment. on the rate of economic growth of Thailand. Neoclassical
srowth medel was employed in the study and technological progress
in the production function was assumed be a neutral. The neutral
technological progress was further distinguished into three types :
1) Hick-neutral when the progress 1is product augmenting 2) Solow-
neutral when the progress is capital augmenting 3) Harrod-neutral
when the progress is labor augmenting.

.A setl, 6f.timé series secondary data was used, covering a
period of 21 years, 1971-1981. Results of the analysis using the
Neoclassical growth model which incorporates the effect of
technological progress in the production function show that,
statistically, there was no differénce among the three types of

neutral technological progress.



On the analysis of the impact of exports on the rate of growth
of the economy it was found that the growth of egports of agriculture
commodities of 1 percent led to an increase in the rate of GDP of
0.18 percent. An increase in the rate of srowth of exports of
manufacture product by 1 percent raised the growth rate by 0.15
percent. Exports in services did not appear to have significant impact
on the rate of economic growth, and an increase in the rate of growth
of the combined exports of goods and services of 1 percent raised
the rate of economic growth by 0.25 percent.

when the exports are subdivided by countries of destination
itlwas found that an increase in exports to the U.S.A. did not raise
the rate of growth because of fluctuations in value of trade between
america and Thailand. Rate of growth of exports of goods to Japan
on the other hand raised the rate of growth by 0.099 percent ; an
increase of the growth of exports to European Economic Community
Countries of 1 percent raises the rate of economic growth by 0.089
percent.

In all models with foreign direct investment as a variable,
the results éhow that the réte of growth of foreign direct investment
did not have a significant impact on the rate of economic growth.
This is expected to be due to the fact that value of foreign direct
investment represents a very small share in total investment of

Thailand.



When all results of the analysis are considered it can be
concluded that the exports have strong impact on the rate of economic
growth because the Thai economy is open to the international economy.
Exports of agricultural products can raise the rate of economic
growth more than exports of manufacture products.Therefore the
government should continue to support exports of agricultural
products. Foreign direct investment did not appear to be able to
raise the rate of economic growth, government should review its
policy towards foreign direct investment on its real contribution

to economic development.



