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ABSTRACT

The main purpose of this dissertation is to determine the factors affecting
economic growth in 22 developed countries and 95 developing countries for the
period 1996-2008. The factors of interest can be separated into macroeconomic
indicators and socio-political indicators. Several previous studies have separated the
impacts of macroeconomic and socio-political variables, while others have paid
attention only to macroeconomic variables, which may have led to incomplete results.
Therefore, this thesis simultaneously considers both types of factors and compares the
results between the standard macroeconomic model based only on macroeconomic

variables and an alternative model which adds social and political variables. The latter



is termed the “Sufficiency Economy Inspired Model,” and is based upon the King of
Thailand’s Sufficiency Economy Philosophy. This dissertation also aims to test
whether a simple macroeconomic model or a model enriched by social and political
variables is more appropriate for generating using policy implications for the

economically developed and developing countries.

The findings of this dissertation suggest that macroeconomic and social-
political variables conjointly and significantly determine economic output in both the
developed and developing nations. The result implies that the more fully specified
Sufficiency Economy Inspired Model is suitable for application in both of the

developed and developing countries.

For developing countries, the overall results suggest that money supply,
interest rate, exchange rate, price level, school enrollment and lack of freedom have
significant impacts upon Gross Domestic Product. The elasticity of the exchange rate
is the greatest in this group of variables, a result which underscores the importance of
exchange rate policies for developing countries. However, these results may not be
consistent when broken down by regional groupings of low- and middle-income
developing countries. Therefore, this dissertation divides 95 developing countries into
11 regions based on continent, climate and access to sea lanes in an attempt to isolate
the intercept and slope shifters of economic growth. The results indicate that there are
indeed significant differences from the benchmark region (Southeast Asia) in both the
growth intercept and causal interaction terms by region. This implies the need for
different policy weightings by developing region. The results also indicate that some
variables (e.g. money supply) manifest the same direction of impact on gross

domestic product across all regions; while the results vary across regions for such



other variables as the exchange and inflation rates. Moreover, the inflation rate was
significant only in South East Asia and Northern Coastal Africa; suggesting the need
for specific policies in these two regions. Adding the socio-political variables
schooling, political freedom, transparency (i.e. absence of corruption), and criminality
to create the sufficiency economy-inspired model revealed the major finding that
social indicators play an important role in determining GDP in more than half of the
regions (6 of 11). Surprisingly, however, not a single one of these variables was

significant in the remaining five developing regions.

For the developed countries, there is selectively biased in the selection of the
developed countries from countries overall when using only income per capita as the
indicator of level of development; in other words, this variable does not always reflect
true development. Therefore, the traditional OLS approach can generate incomplete
results. This study therefore employs a sample selection model based on the copula
approach to account for selection bias. The results consistently indicate that selection
bias exists in our model, which could lead to significant changes in the results of
economic output analysis compared to the case where theoreticians and policy-makers
limit their focus to the traditional results. The dissertation goes on to identify the
variables that influence whether or not a country may be accurately considered to be
“developed.” The results indicate that having a high GNI per capita, export-import
ratio, and political and economic freedoms leads a country to become developed.
Finally, the results of the economic output equation show that increases in money
supply, labour supply, tourism expenditure, and life expectancy can significantly
encourage economic output in developed countries at a 10 percent level or better. This

implies that policy makers in developed economies should focus on these four



Xi

variables, a policy focus which diverges substantially from that for developing

egconomies.



