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Nonlinear structural estimation model is derived from the two sectors economic
growth model which explains the income differences between agricultural and
nonagricultural sectors. We show the model is valid in explaining the actual
movement in the income differences in Thailand by using provincial data in the country.
The endogenous technical progress hypothesis is rejected in our research. The result
implies that the main driving force of the economic growth and the change in the income
differences can be found in the change in consumers’ behavior.
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