






























































A system of equations based on a translog profit function 
representation involving these detenninants of output was formulated. 
In the empirical section of the paper, these equations were estimated 
for Thailand, a middle income developing country where stnlctural 
tl'ansfortnation has been proceeding rapidly" 

Some difficulty was experienced in obtaining estimates which 
satsify one of the necessary conditions for the translog profit function 
to characterise a technology - that of convexity in output prices. In fact, 
all of the full system estimates obtained failed to satisfy this condition 
at the sample means. Somewhat surprisingly, the incorporation of 
dynamic adjustment terms based on an adjustment cost model resulted 
in smaller rather than larger estimates of the long run price response 
elasticities. 

The preferred single equation esthnators yielded small positive 
own-price supply elasticities at the sample mean and at most points in 
the sample, and quite sizeable estimates at the end of the sample. 
Small absolute values of the own price elasticities are not particularly 
surprising, since own price elasticities .at the aggregate level would be 
expected to be substantially smaller than estimates at the individual 
commodity level. Nevertheless, the very small average own-price 
elasticities obtained may also reflect problems of aggregation, and the 
well known tendency for time series estimates of supply response 
parameters to be small in absolute value. 

A decomposition of the total decline in the share of agriculture in 
GOP was undertaken using the preferred single-equation parameter 
estimates. Based on these estimates, the relative price effects which 
have received the most attentien in the literature were found to be 
relatively minor influences. With both of the models used, the decline 
in the price of agricultural output relative to the price of manufactured 
output contributed around ten per cent of the measured decline in 
agriculture's share of GDP. The rise in the relative price of services 
contributed an additional 17 or 18 per cent. Moreover, the nlechanism 
through which these relative price changes affected agriculture's 
measured share of G DP was almost entirely their effects on the value 
shares used in measuring GOP, rather than through agriculture'S 
quantity response. 

Changes in the economy's stocks of capital and labour, and a 
possible bias against agriculture in technical change were found to 
contribute over three quarters of the total decline in the share of 
agriculture in the Thai economy. In onc of the models used for the 
decomposition, a trend term for bias in technical change was retained 
despite an apparent lack of statistical significance because of the 
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possibHty that the standard error on this variable WHS overestimated. In 

this model, the bias in technical change was found to be an extremely 

important influence, accounting for atmost half of the measured 

decline. When this variable W4L.f\ omitted bec:lUSC of its apparent lack 

of statisti~'lt significance, the importance of the capital and labour 

variables increa.~ed considerably, accounting for almost three quarters 

of the observed decline in the share of agriculture. 

Ovcrall~ the tentative conclusion to enlerge from this exploratory 

study was that, for Thailand at least, supply side influences such as 

capital accumulation and technical change may be the most important 

determinants of the decline in agriculture's share of GDP. Demand 

side factorst operating through relative commodity prices, seem to be 

much less important. If supported by further research, this conclusion 

has major implications for policies for economic development and 

structural change, and suggests a need for a reorientation of the 

literature on agriculture'S role in economic development towards 

supply side influences of factor accumulation and technical cbange. 
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