AN OVERVIEW OF THAI ECONOMIC GROWTH
IN THE POST-WAR PERIOD

Yukio Ikemoto

I.  INTRODUCTION

The economic growth in Thailand since World War II can be divided
into three trade cycle periods, each of about 15 years. The first period (period I)
is from the end of the second world war until 1957, and is divided further into
two sub-periods, i.e., the reconstruction period and the period of
industrialization led by the government. The second period (period II) is from
1958 to 1971 and is characterized by the import-substitution industrialization.
The third period (period III) is the period since 1972 with an economic policy
shift from import-substitution to export-orientation.

This paper begins with a presentation of the three periods mentioned
above and is followed by an analysis of the trade cycle, by expenditure and
production. This shows that the gross domestic capital formation (GDCF) and a
secondary sector, especially the manufacturing sector, caused the 15 year cycle;
while a short cycle of a few years is caused by agricultural production. In
Section V total factor productivity growth (TFPG) is measured, showing that
TFPG is high in periods with a high growth rate and low in periods of a low
growth rate. In Section VI it is shown that the GDCF and current account
deficit, in terms of the ratio to GDP, fluctuate in the same manner although in
the 1960s, the ratio of GDCF increased rapidly while the ratio of current
account deficit remained stable. -

IL TRADE CYCLE

We find trade cycles of about 15 years by analyzing the annual growth
rate of GDP at constant prices. So far four kinds of trade cycle have been
found: :

The author wishes to express appreciation to Mr. Damrongsak Chindakul and
other staffs of the National Economic and Social Development Board (NESDB)
for their cooperation in collecting and analyzing data and has benefited from
discussions with them. However, only the author is responsible for errors that
remain. -



The shortest is the inventory cycle, also called the Kitchin cycle, with
a length of a few years; the cycle of equipment investment, called the Juglar
cycle, with a length of about 7 years; the cycle of construction investment,
called the Kuznets cycle, with a length of about 15 years; and the cycle with a
length of 50 to 60 years, called the Kondratieff cycle.

This paper mainly analyzes the Kuznets cycle because the length of this
cycle is suitable for an analysis of the economic policy in the post-war period.
In this section the Kuznets cycle is shown from the GDP data covering the
period 1950-1986. The whole period is then divided into three periods
according to this cycle. This sub-section is followed by the same cycle shown
by expenditure items and by production sectors.

II-1. Kuznets cycle by GDP growth rate

Figure 1 shows the growth rates of GDP and its three-year moving
average at 1972 constant prices. The three-year moving average is calculated in
order to eliminate the short term fluctuation of a three year duration. It is shown
later that this short cycle is caused by agricultural production. This cycle
corresponds to the inventory cycle mentioned above. Though the inventory
cycle exists in Thailand, the fluctuation of inventory investment is not enough
to explain the whole short term fluctuation. The fluctuation of agricultural
production seems to be a better explanation of the Kiichen cycle, as will be
shown below.

The growth rate of the three-year moving average in Figure 1 clearly
shows two and half cycles over the whole period. The peak years are 1952,
1967 and 1977, while the trough years are 1957, 1971 and 1984. With these
results we can determine the exact year of peak and trough based on the original
data before taking the three-year moving average. Thus the peak years are
1953, 1966 and 1978 and the trough years are 1957, 1971 and 1985. Table 1
summarizes these results,

In Table 1 each period is called I-1, I-2, II-1,... and I, T', II,...where 1
means a period from trough to peak and 2 means a period from peak to trough,
and where I, I', II,... means a period from trough to trough, or from peak to
peak. The length of period I-1 is only three years. This is because it was started
from the year 1950, when the data is available for the present study. If we
suppose that there was an upward trend since the end of the War, then the
length of periods I-1 and I, would be eight years and twelve years,
respectively. Thus we find three cycles of lengths of 12 to 14 years, the
Kuznets cycle, in the post-war period.



Figure 1

GDP Growth Rate
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The average growth rate of GDP in Table 1 supports the findings
mentioned above. For a period of upward trend, which is noted as 1 after a I,
II, or III, the growth rates are hjgher than the following periods noted as 2. It
should be noted that the growth rate of period II-2 is so high that there does not
seem to be a downward trend period.

~ This is because we determined the period from peak to trough, or from
trough to peak. If we define the period around the peak and trough years, then
the difference in the growth rates between them would be much greater.

The growth rates for the period of one cycle, i.e., the period I, T', II,
IT, 111, meaning average growth rates eliminating the Kuznets cycle, increases
from 4.5 percent for the period of I, to 7.4 percent for the period of IT and then
decreases to 6.4 percent for period III. This suggests that a cycle longer than
the Kuznets cycle exists and that its length is longer than 35 years.



TABLE 1. GDP GROWTH RATE

Period Length Growth Rate

I-1 1950-53 3 years 6.8
I-2 1953-57 4 2.8
II-1 1957-66 9 7.6
I1-2 1966-71 5 7.1
II-1 1971-78 7 7.5
I11-2 1978-85 7 5.3
I 1950-57 7 4.5
r 1953-66 13 6.1
II 1957-71 14 7.4
Ir 1966-78 12 7.3
111 1971-85 14 6.4

Source) Appendix Table 1.



II-2. Cycles by Expenditure Items

Table 2 shows average growth rates by expenditure items for the same
periods as Table 1. From this table it is found that only private equipment
investment displays the cycle, but this is because the period around the peak
and the trough was not defined as mentioned before. However, if written in
figures, we find that many of the expenditure items follow the trade cycle.
Figure 2 is a graph of growth rates of three-year moving averages of private
and public consumption expenditures. Private consumption expenditure shows
the same curve as the GDP, except for a peak around 1983. On the other hand,
the government consumption expenditure shows a different curve with four
peaks in the period from 1950-1985. The peak in 1960 is earlier than the peak
of GDP growth, and coincides thereafter. Given the fact that the fluctuation of
government consumption expenditure is much larger than that of the GDP, this
means that the government consumption expenditure aggravates the fluctuation
of GDP growth.

Figure 2
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Figure 3 shows the growth rates of the three-year moving averages of
gross domestic capital formation (GDCF), construction investment and
equipment investment. GDCF shows the same cycle as GDP, though the
fluctuation is much greater in the case of GDCF. As mentioned before, the
equipment investment follows a shorter, i.e. Juglar cycle, even in the case of
Thailand with a length of seven or eight years. The peak of equipment
investment is seen in the years, 1952, 1957, 1963, 1974, 1978 and 1984. The
intervals between these years are 5, 6, 11, 4, and 6 years, respectively. This
means that the cycle in the 1960s is much longer than others. Also, as
mentioned before, the construction investment, except for a small peak in 1984,
seems to follow the Kuznets cycle.

Figure 3
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Figure 4 shows the growth rates of three -year moving averages of
equipment investment by private and public sectors. Since the major part of
equipment investment (Table 4) is in the private sector the the private sector
curve is similar to the total equipment investment in Figure 3. On the other
hand, the cycle of public equipment investment is longer than that of the private
sector making the total equipment investment seen in Figure 3 s1m11ar to the
Kuznets cycle.

Figure 4

Growth Rate of Equipment Investment
(3-Year Moving Average)
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Figure 5 shows construction investment by private and public sectors.
In the case of construction investment the public and the private sectors are
about the same size (Table 4) and the cycle of the total construction investment
(Figure 3) reflects both. The fluctuation of the public construction investment is
much greater than in private construction investment and the public sector
therefore aggravates the fluctuation of construction investment.



Figure §

Growth Rate of Construction Investment
40 (3-Year Moving Average)
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For export and import, Figures 6-1 and 6-2 show growth rates of three-
year and five-year moving averages. From these two figures it is evident that
the three-year moving average is not enough to eliminate short-term fluctuation
and that the five-year moving average shows the same Kuznets cycle as GDP.

From Figure 6-2 it ¢an be said that in the 1960's the growth rate of
imports is higher than that of exports, while in the latter half of the 1970's and
1980's the growth rate of exports is greater than that of imports. It should be
noted that these findings are based on the data at 1972 constant prices and are
not necessarily found in terms of the current price data.



Percent

Figure 6-1
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Figure 6-2

Growth of Exports and Imports
(5-Year Moving Average)
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II-3. Cycles by Industrial Sector

Table 3 shows the average growth rates by industrial sector in each
phase of the trade cycle. The industries showing the same fluctuation as GDP
are agriculture, the secondary industry, construction and transportation and
communication. The agricultural sector, however, shows a different picture
when drawn in figures, as can be seen in Figure 7. Figure 7 shows three
phases; a low growth phase in the 1975's, a high growth phase in the 1960's
and early 70s, with a year of exceptionally low growth rate in 1971, and then a
low growth phase in the 1980's.

Though the manufacturing sector does not show a cycle in Table 3,
Figure 8 clearly shows a cycle similar to that of the GDP, shown in the same
figure.

The difference is that in the 1960's and 1970's the growth rate of the

manufacturing sector is three to four percentage points higher than the GDP
growth rate.

11
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Figure 7

Growth Rate of Agriculture
(3-Year Moving Average)
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Figure 8

Growth Rate of GDP and Manufacturing Sector
14 (3-Year Moving Av‘erage)
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Figure 9 shows the growth rates of both mining and construction. The
curves for these two sectors are very similar to each other, except for the'latter
half of the 1950's and around 1970. This might be explained by the fact that the
construction materials are used in the construction sector .

Industries which do not show any clear cycles are not presented as an
output of the mining sector here.

14



Figure 9

Growth Rate of Mining and Construction
(3-Year Moving Average)
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III. STRUCTURE OF EXPENDITURE AND INDUSTRY
IT1-1. Structure of Expenditure

Table 4 shows the percentage share in GDP by expenditure items.
There are no clear cycles, except for "increase in stocks", which become higher
in peak years than in trough years. A decreasing trend, from 76 percent in 1950
to 60 percent in 1985, can be seen for private consumption expenditures. On
the contrary, an increasing trend can be seen for government consumption
expenditures and exports. There is a dramatic increase of exports, with a rise
from 9.3 percent in 1950 to 23.8 percent in 1985. Imports also show an
increasing trend, though decreasing in 1978 and 1985, making its share in 1985
lower than that of exports. However, because they are measured at 1972
constant prices, this is not indicative of a trade surplus during this year .

Other expenditure items, i.e., each of the GDCF shows increasing
trends until around 1970, with decreases thereafter. The GDCF increased from
9.3 percent in 1950 to 24.9 percent in 1971 and then decreased to 19.5 percent
in 1985. This is a decrease by 5.4 percentage points. Since the share of
construction investment is rather stable, these changes in the share of the GDCF
is brought about by equipment investment, which rose from 2.9 percent in
1950 to 14.0 percent in 1971, and then decreased to 9.6 percent 1985.

ITI-2. Structure of Industry

The most important change during the period of 1950 to 1985 is
evidenced in the share decrease of the agricultural sector, from 47.1 percent in
1950 to 23.2 percent in 1985.

During this same period the secondary and tertiary sectors however,
showed an increase from 16.5 percent to 29.5 percent, and from 36.4 percent
to 47.3 percent respectively. In the secondary sector, manufacturing played a
dominant role in that the share of the manufacturing sector accounts for
approximately three quarters of the entire secondary sector. It can therefore be
seen that share increase in the secondary sector is brought about by the increase

_in the share of the manufacturing sector which increased from 12.4 percent in
1950 to 20.7 percent in 1985. While in 1950 the share of the manufacturing
sector represents only one fourth of the share of the agricultural sector, it is
slightly smaller than that of the agricultural sector. This is true in terms of the
1972 constant prices. If measured at current market prices, the share of the
manufacturing sector exceeded that of the agricultural sector in 1984 and has
represented the biggest sector since then.

16
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Though the share of the manufacturing sector is higher than that of
agriculture, the agricultural sector involves a greater number of people.
Approximately 70 percent of employed persons belong to the agricultural
sector, whereas the manufacturing sector involves only 10 percent. The
remaining percentages are involved in the tertiary sector. These distributions of
GDP and employed persons means a wide gap in labor productivity. If we
assume that income is dependent on labor productivity, this implies a large
income disparity. This income disparity among industrial sectors can be
considered as income disparity between rural and urban sectors and between
regions. 1)

The share of the tertiary sector increased to nearly half of the GDP. In
the tertiary sector, transportation, wholesale, banking and service increased
their shares, and can be considered important factors in the process of economic
development in Thailand, regardless of the emphasis on the manufacturing
sector.

IV. CONTRIBUTION TO ECONOMIC GROWTH .
IV-1. The Agricultural Sector and Trade Cycle

The short two or three year cycle relates to the fluctuation in the
agricultural sector was discussed in a previous section and has also been
mentioned by several researchers. Figure 10 shows the growth rates of the
agricultural sector and GDP in the original data, which excludes the three-year
moving average. It is very clear that both the agricultural sector and GDP show
the same fluctuation. This is not so surprising as the agricultural sector
constitutes a major component of GDP and the change in the agricultural sector
directly affects GDP.

The process involving the elimination of agricultural factors from the
fluctuation in GDP is the next step. Factors related to the agricultural sector are
measured in terms of contribution, defined as the sectoral growth rate
multiplied by the sectoral share. The GDP growth rate reduced by the
contribution of the agricultural sector, hereafter referred to as "the contribution
of the non-agricultural sector," is shown in Figure 11.

1) The disparity of household income between rural and urban areas and
among regions is analyzed in Y. Ikemoto and K. Limskul,"Income
Inequality and Regional Disparity in Thailand, 1962-81," Developing
Economies Vol. 25, No. 3, September 1987.

19



Figure 10

Growth Rate of GDP and Agricultural GDP
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Figure 11

Contribution of the Non-Agricultural Sector
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The curve representing contribution of the non-agricultural sector
resembles the curve of-the three-year GDP moving average. Thus it can be said
that the Kuznets cycle is caused by the non-agricultural sector and that three-
year moving average of GDP is used to eliminate the fluctuation of the
agricultural sector. It should be mentioned that the contribution of the
agricultural sector has been decreasing as the share of the sector decreases. The
contribution of the agricultural sector is the vertical distance between the two

.curves in Figure 11. Until 1958 the contribution of the agricultural sector
changes between positive and negative every one or two years and if this effect,
i.e., the contribution of the non-agricultural sector, is eliminated a downward
trend occurs, which is the same as the Kuznets curve in Figure 1. After 1958
the contribution of the agricultural sector was positive with the exception of a
few years.

&



This means that the agricultural sector made a positive contribution to
GDP growth, unlike in the 1950s. However the distance between the two
curves, shown in Figure 11, narrows as time proceeds which means the
contribution of the agricultural sector showed a decrease over time. Even
though Thailand is an agricultural country, in the sense that the agricultural
population is dominant, the agricultural sector is no longer an important
contributor to GDP growth.

IV-2, Contribution by Expenditure Items

The aim of this sub-section is to identify those items which gave rise to
the GDP cycle or the non-agricultural contribution. Table 6 shows the
contribution to GDE growth, by expenditure items and by percentage
contribution. 2)

From Table 6 we cannot determine any cycles except for the "increase
in stock." "Increase in stock" shows a positive contribution when the growth
rate accelerates and shows a negative contribution when the growth rate
decelerates. The private consumption expenditure shows a higher percentage
contribution when the growth rate is on an upward trend, except for the period
between 1978-85. This indicates that private consumption expenditure remains
stable throughout the business cycle. The percentage contribution of
government consumption expenditure increased around 1970 and then
decreased. The most important finding is that the contribution of GDCF has
been decreasing since the 1960's. Its percentage contribution decreased from
39.9 percent in 1953 to 8.5 percent in 1978-85. The decrease can be found in
all items of GDCEF except for the government construction investment. The
government construction investment was an important factor contributing to
GDP growth for the period of 1978-85. During the same period the second
largest contributor was export with a percentage contribution of 37.6 percent,
considerably higher than in the 1960's and 1970's. The export promotion
policy was emphasized during the 1980's period and may have influenced the
high contribution.

2) Precisely speaking this should be the contribution to GDP growth
because the contribution of non-agricultural sector is defined as GDP
growth rate minus contribution of the agricultural sector. However the
difference between GDP and GDE growth rate is not considerable and
is thus ignored. -
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This section identifies those items responsible for the cycle of non-
agricultural contribution. As previously mentioned, this cycle corresponds to
the Kuznets cycle or the cycle of construction investment. Figure 12 shows the
contributions of the non-agricultural sector, GDCF and equipment investment.
Curves for GDCF and for the non-agricultural sector have showed similarities
since 1960. However a large part of the contribution of GDCF is determined by
equipment investment, as can be seen in Figure 12. In other words, the
contribution of construction investment is smaller than that of equipment
investment.

Figure 12

Contribution of Non-Agricutural, GDCF & Equipment
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Source) Appendix Table 1
Note) At 1972 Constant prices

We may well conclude that the cycle of non-agricultural contribution is
largely determined by the cycle of equipment investment, and that the cycle of
non-agricultural contribution reflects not only of the Kuznets cycle but also the
Juglar cycle. This cycle is also consistent in the equipment investment in Figure
3 and in the contribution of GDCF.
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IV-3. Contribution by Industrial Sector

Table 7 shows the industrial sector contributions to GDP growth, by
sector and by percentage contribution. Cycles for agricultural sector
contributions are consistent with GDP cycles, whereas those for the
manufacturing sector are not. This is similar to the effect mentioned in Section
II-3. Though the manufacturing sector does not appear in cycles the secondary
sector which includes the manufacturing sector as a component, shows the
cycle more clearly than the agricultural sector.

Construction forms another component of the secondary sector and as
demonstrated in the previous section, follows the Kuznets cycle. The tertiary
sector appears rather stable. This can be seen in its contribution and anti-cyclical
movement of percentage contribution. As can be seen from Figure 13, these
facts mean that the secondary sector is responsible for the cycle of non-
agricultural contribution. The vertical distance between the secondary and the
manufacturing sector relates primarily to construction. While the manufacturing
sector's contribution is relatively stable, the contribution of construction is
higher in the neighborhood of peak.

Figure 13

Contribution of Non-Agricultural, Manufacturing
and Secondary Sector _
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1vV-4. Agriculturé and Increase in Stock

It was already mentioned in an earlier section that the short cycle of
two to three years was probably due to the stock investment. In this section,
we examine agricultural sector or increase in stock which explains better the
short cycle. Figure 14 shows the contributions of the non-agricultural sector
and non-stock items which is defined as the GDE growth rate minus the
contribution of increase in stock. From this figure it is clear that the non-stock
contribution still shows a short cycle while non-agricultural contribution shows
a smoother curve. Thus in the case of Thailand we may conclude that the short
cycle is better explained by the agricultural sector. :

Figure 14

Contribution of Non-Agriculture and Non-Stock
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V. PRODUCTIVITY

It is necessary to consider data such as GDP, labor and capital inputs
in trying to estimate the total factor productivity growth (TFPG). Data on labor
input is available from the National Economic and Social Development Board
(NESDB). The data on capital stock is estimated by the series of investment.
The methodology is as follows; first we estimate the capital stock in 1950,
assuming that the capital-output ratio in the year is the same as the average -
marginal capital-output ratios throughout the year. Using this capital stock
estimate, a series since 1950 is estimated using the perpetual inventory method.’
The growth rate of the capital stock and the GDP is shown in Figure 15. This
figure shows that the capital stock growth rate is much higher than that of the
GDP in the 1960's but has since been reduced to the same GDP level. This
means that capital-output ratio increased rapidly in the 1960s, as can be seen in
Figure 16.

Figure 15

Growth Rates of GDP and Capital Stock
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& GDP
— (Capital

Percent
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Source) Appendix Table 1 and the author's estimate
Note) At 1972 Constant prices

28



Figure 16

Capital - Output Ratio
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Source) Appendix Table 1 and the author's estimate
Note) At 1972 Constant prices

In the latter half of the 1960's the ratio increased from 1.7 in 1966 to
2.1 in 1971. Before 1966 and after 1971 the ratio remained relatively stable.
Table 8 shows capital-output ratio, labor productivity and capital-labor ratio.
Labor productivity in the agricultural sector doubled from 2.34 in 1950 to 4.89
in 1986, while that of the manufacturing sector almost tripled from 13.75 to
38.77 in the same period. This means the productivity gap between the
agricultural sector and the manufacturing sector increased, from six times in
1950 to about eight times higher in the manufacturing sector. In the other sector
- the labor productivity remained stable until the 1970's and then decreased but
was still more than two times as high as in the agricultural sector. Capital-labor
ratio increased about five times from 7 in 1950 to 34 in 1986.
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Based on data on GDP, Labor and capital inputs we can estimate the
total factor productivity growth (TFPG), albeit a rough estimate without any
adjustment of quality change of inputs. 3) The results are shown in Table 9.
The percentage contribution of labor is about 20 percent except for the period of
decelerating growth in 1953-57 and 1978-85. The percentage contributions of
capital stock and TFPG show an indirect correlation.

While capital stock increases its contribution in the period of
decelerating growth, TFPG increases its contribution in the period of
accelerating growth. This phenomenon of TFPG is called " Verdoon's law"
which indicates a positive relationship between rate of economic growth and
FTPG.4)

In each business cycle phase, TFPG appears in a cycle. When this
cyclical effect is eliminated, capital stock contribution is about 40 to 50 percent
while TFPG is about 20 to 30 percent, as can be seen from the results of one
cycle. The same results were noted by Ikemoto (1986). TFPG contributions
were lower than those of Taiwan and Korea but showed a higher contribution
of capital stock.

VI. INVESTMENT AND SAVING

- In previous sections it is mentioned that the investment decreases in
terms of relative share in GDP. Investment is an important factor in economic
development in Thailand. This can be seen from the high percentage
contribution of capital stock in GDP growth as illustrated in the previous
section. This section provides further examination of investment and savings.

The share of GDCF in GDP at current prices is shown in Figure 17.
In the 1950's the ratio was about 15 percent, increased to 25 percent in the
1970's and then fluctuated between the 21 to 26 percent. The figure also
shows the ratio of current account deficit to GDP.

3) The methodology is the same those discussed in Ikemoto, Y.,
"Technical Progress and Level of Technology in Asian Countries, 1970-
80: A Translog Index Approach,"” Developing Ecornomies, Vol.24,
No.4, December 1986. In the present study the labor share in GDP is
assumed 60 percent according to this study (1986).

4) See Ikemoto (1986).
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Figure 17

Investment and Current Account Deficit
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Ingram (1971) mentioned that Thailand underwent a shift from an
export-dominated economy to an investment-dominated economy.5) This
means that the trade balance was attained automatically by export in the export-
dominated economy. As Thailand moved to an investment-dominated economy
this automatic mechanism does not apply.-

Figure 17, however, shows that GDCF moves in the same direction as
the current account deficit, even in the 1950s when export was still dominated.
During the post war period the current account deficit changed in the same
direction and in almost the same magnitude as GDCF. What is worthy to
mention is that in the 1960's Thailand succeeded in increasin g investment ratio,
without aggravating the current account deficit caused by the increase in export.

5 J. Ingram, Economic Change in _Thailand, 1850-1970, Stanford
University Press. Stanford 1971.
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TABLE 10. INVESTMENT RATIO

1950
1955
1960
1965
1970
1975
1980
1981
1982
1983
1984
1985
1986

GFCF

8.9
13.7
15.4
21.7
26.6
20.8
24.4
233
20.0
20.9
21.2
19.8
18.5

CONSTRUCTION
Total Public Private
6.1 2.0 4.1
8.6 3.7 4.9
8.7 2.6 6.1
10.3 4.0 6.3
11.7 5.3 6.4
8.3 3.1 5.2
10.8 5.5 5.3
10.2 5.5 4.7
9.6 5.2 4.4
9.8 4.9 4.9
10.4 5.2 5.2
10.1 5.3 4.8
9.7 4.9 4.8

Source) Appendix Table 1
Note) Percentage shore in GDP.

34

EQUIPMENT
Total  Public
2.8 0.8
5.1 0.7
6.6 1.3
11.4 2.7
14.9 2.8
12.5 1.6
13.5 2.6
13.1 2.4
10.4 1.7
11.1 2.0
10.8 2.0
9.7 2.3
8.8 2.0

Private

2.0
4.3
5.3
8.7
1222
11.0
11.0
10.6
8.7
9.1
8.8
7.4
6.8



Table 10 itemizes investment by percentage of GDP at 1972 constant
prices. The investment ratio decreased from 25 percent in 1980 to 19.5 percent
in 1986 by 5.5 percentage points. This decrease was mostly due to the decrease
in private equipment investment which decreased from 11.3 percent to 7.2
percent by 4.1 percentage points in the same period. Though we cannot
establish any clear relationship in this brief study, we should mention that
during this period household savings decreased from 13.7 percent of GDP in
1980 to 8.8 percent in 1986. In addition, this period also saw a decrease of
current account deficits which resulted in a surplus in 1986.

VII. CONCLUSION

This study presented an overview of the economic growth since 1950.
This period was divided into six phases according the business cycle called
Kuznets cycle. The periods are 1950-1953, 1953-1957, 1957- 1966, 1966-
1971, 1971-1978 and 1978-1985. This cycle corresponds to the cycle of the
non-agricultural sector and eliminates the effect of agricultural fluctuation. In
Thailand the short cycle of two to three years is better explained by the
“agricultural sector rather than by inventory investment, as has been observed in
developed countries. This non-agricultural cycle was caused by the investment,
especially by equipment investment though the cycle of equipment investment is
shorter than the Kuznets cycle. From the industrial side it is shown that this
cycle is caused by the secondary sector. Since construction is an important
sector, this partly corresponds to the findings of the expenditure side.

The analysis of total factor productivity growth (TFPG) shows that the
contribution of capital stock and TFPG change in opposite directions according
to business cycle phases. In the period of accelerating growth TFPG is larger
and the contribution of capital stock is smaller than in the other period.

The investment and current account deficit in terms of share in GDP
changes in the same direction and same magnitude to each other. However in
the latter half of 1960s the investment ratio was increased without worsening
the current account deficits. This is due to the increase in exports.

Though the investment ratio increased in the 1960s, it decreased
significantly in the 1980s. This decrease is due to the decrease in private
equipment investment. With regard to savings, this corresponds to the decrease
in household savings and current account deficits or foreign savings. In this
period the main objective of the government policy was to decrease the current
account deficit which may be the cause of the decrease in investment ratio.
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