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This study aims to analyze the effect of Financial Liberalization Policy on Total Factor
Productivity in Thailand during 1982 to 2007, the periods which included Conducting
Financial Liberalization Policy and Financial Crisis in 1997. Financial liberalization policy is
divided into four major groups included Interest Rate Deregulation, Capital Control
Deregulation, Bank Deregulation and Financial Service Liberalization. The long run
relationship between Financial Liberalization Policy and Total Factor Productivity Growth

(TFPG) is estimated by Cointegration and the short run by Error Correction Model.

The long run results find that neither Financial Liberalization Policy nor has significant
impact on TFPG, While human capital is positively and capital-labor ratio is negatively
related on TFPG. Possible reasons for this finding is financial liberalization leaded to
unstable economy and become to financial crisis, moreover Thailand had conducted
financial liberalization policy for short period before depressed financial system again in

1997.

In contrast, The short run results find that the foreign direct investment and equity
investment per GDP has significant positive impact and the level of privatization has
significant negative impact on TFPG. This finding due to nationalizing failure financial
institutions for stabilize financial system in crisis period benefited to recovery economic and

financial system stability which had positive impact to TFPG





