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ABSTRACT

The main objectives of this study were (1) to examine the labor productivity in
manufacturing sector in Thailand, (2) to estimate the impacts of direct foreign investment (FDI)
on labor productivity in Thailand, and (3) to evaluate the intra-industry spillover effect of foreign
investment on firms within the same industry. Balance panel data at firm-level in manufacturing
sector of Thailand during 2001- 2005 were used. The data were classified into 21 industries using
2 digit International Standard Industrial Classification (ISIC). Descriptive statistics and Random
Effects method were used to analyze the data.

The research results on labor productivity, as measured by average sale value per
labor, indicated that the productivity of foreign firms was significantly higher than that of
domestic firms for all industries. Partially, this was because the capital-labor ratio of foreign
firms was much higher than that of domestic firms. It was also found that the productivity of
export oriented firms was higher than that of domestic oriented firms for most industries except

for wood and wood products manufacturing industry. The study on labor productivity of each



industry found that export oriented foreign firms had highest labor productivity, followed by
domestic oriented foreign firms, export oriented domestic firms and domestic oriented domestic
firms respectively. The results were consistent with the theory of foreign direct investment and
other related previous studies.

On the study of factors affecting labor productivity by using Random Effects method
the results of the study showed that the industrial labor productivity increased with foreign direct
investment, export market orientation, capital-labor ratio, labor cost and material cost. Research
and development were found not to be statistically significant. Labor productivity of foreign
investment firms was 62 percent higher than that of domestic firms.

Moreover, the results showed that there was intra-industry spillover effect from
foreign investment firms on the other firms in the same industry. When the proportion of foreign
direct investment in an industry was increased by 1 percent, the labor productivity of firms within
the same industry would increase by 0.6 percent. Paper manufacturing industry was found to
have highest labor productivity, whereas printed matter manufacturing industry was found to

have lowest labor productivity.



