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ABSTRACT

This study is to analyze production efficiency and income inequality. A panel set of 10
countries that comprising 7 Southeast Asia countries and 3 Major Asia countries including China,
Korea, and Japan during 1991-2006 is used in this study. The major objectives of the study are (1)
to estimate technical efficiency by using equilibrium gross domestic product model under the
assumption of constant return to scale, where production technology of the economy consists of 5
inputs and 1 output; (2) to analyze factors that influence income inequality by decomposing the
Theil index of inequality over per capita incomes into the sum of the inequality indices of the
productivity per employed worker, the employment rate, and the labour force participation rate.

The result of the first objective indicated that Japan had average technical efficiency equal
1. This result implied that Japan had the highest production efficiency between 1991 and 2006
and the country that had the lowest average technical efficiency was Myanmar. In the case of
Thailand, average technical efficiency was on the average compared with other countries and had
shown a declining trend. Most countries had maximum average input slacks of exports and
imports except China, Indonesia and Myanmar. China and Indonesia had maximum average input

slack of government expenditure and maximum average input slack of private consumption



occured in Myanmar. In addition, Thailand had maximum average input slack of imports from
1991 to 2006.

The result of the second objective indicated that inter-regional income inequality had
shown a declining trend. The labour productivity component was a major factor that led to a
decline in per capita income inequality. On the other hand, the employment and labour force
participation components were minor factors. Most countries had per capita income lower than
the average per capita income of all countries. Between 1991 and 2006, average income
inequality of China was the highest while that of Malaysia was the lowest. In the case of
Thailand, the Theil index over per capita income was about average of all countries and the
difference of productivity per employed worker was positive and increased between 1991 and
2006. These results implied that the productivity of Thai worker was lower than the average of all
countries and the difference between productivity per employed worker indicated an increasing
trend. Most countries had employment rate higher than the average of all countries except
Indonesia, the Philippines, and Singapore. The countries that had labour force participation rate

higher than the average of all countries were China, Vietnam, Japan, and Thailand.



