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EVIDENCE FROM THAILAND. THESIS ADVISOR : PAITOON WIBOONCHUTIKULA, Ph.D.,
Assoc. Prof., 229 pp. ISBN 974-14-3763-3.

This thesis examines the impacts of foreign direct investment on Thailand's labor productivity. The
data obtained from the industries survey of the National Statistical Office consists of 1,280 manufacturing firms
operating in 2002. The study divides into 3 parts; the first part examines the overall direct effects from foreign
direct investment, the second part analyzes the direct effects from foreign direct investment on major
industries, and the third part tests the total spillover effects from foreign direct investment on domestic firms.

The methods used in this study comprise of 2 models. The first model examines the direct effects
from foreign direct investment. The second model tests the spillover effects from foreign direct investment. The
independent variables consist of capital labor ratio, firm size, average wages, and foreign presence.

The results in overall direct effects from foreign direct investment indicate that foreign firms with
foreign shares exceeding 10% are more productive than domestic firms.

The results of direct effects from foreign direct investment on major industries suggest that industries
which have significantly positive effect on labor productivity are plastic, machinery, medical instruments, other
transport equipment, and furniture. Once we consider the mutual effects of foreign direct investment and
exports we find that motor vehicles industry need foreign investment combined with exports for the positive
impact on the labor productivity.

The results in overall spillover effects from foreign direct investment point out a significantly
unfavorable effect on productivity of industries with foreign shares greater than or equal 10%, especially small-
and medium-sized firms having negative externalities. When we examine the mutual effects of foreign direct
investment and capital labor ratio, and foreign direct investment and firm size, we found that negative
externalities in domestic firms decreased significantly.

The resuits indicate that the government should pay particular attention to small- and medium-sized
firms to reduce negative spillover effects of foreign direct investment and to promote positive spillover effects.
Nowadays the government has begun to promote knowledge and skills of labor, foster the use of modern
technology, and support many R&D activities. Such initiatives indicate a good signal for improvement and

development of industries in the future.





