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ABSTRACT
Prior studies indicate large resource misallocations and their large negative impacts on
productivity in manufacturing sectors in China, India and other countries. This study,
therefore, uses plant-level data from Thailand censuses to study the extent of misallocation
of resources including labor and capital across plants within the same industry and its effect
on aggregate productivity in Thai manufacturing sector between 1996 and 2011. The

findings indicate that resource misallocation in Thai manufacturing industries is larger than
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those in China, India, and the United States, and has not been improved but worsened. If
resource misallocation is reduced to the level observed in the US, aggregate manufacturing
productivity would increase by about 64 percent in 1996, 73 percent in 2006, and 83
percent in 2011. The automotive industry greatly contributes to this productivity gain in
recent years. Also, plants with government ownership and plants located in the northern
and the northeastern regions tend to be less productive than other plants yet they tend to
be favorably distorted so that they are larger than what they should be. The results also

suggest that small- and medium-sized plants should become larger.
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