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ABSTRACT 

 

Abstract of thesis entitled Import Demands, Term of Trade Effects and Total Factor 

Productivity in Australia, submitted by Lam Sut Ngo (M-A7-6805-3) for the degree of 

Master of Social Sciences in Economics at the University of Macau in April 2012. 

 

Australia’s nominal GDP has experienced a rapid growth since the 1960s. Its nominal 

GDP in 2007 is almost 43 times than that in 1966. The main reason is that the 

increasing in price leads the economic growth. Nevertheless, the growth in real GDP 

has not been substantial. Moreover, the prices and factor endowments play important 

role in the determination of Australian imports. Results from the economic literatures 

show that the own price elasticity of imports is larger in the medium run than in the 

short run. 

 

The purpose of this thesis is to investigate the role of prices and factor endowments in 

the determination of Australian imports and to examine each factor (e.g. technological 

change, terms of trade, factor endowments and domestic prices) contributes on 

Australian nominal GDP growth. Empirical results indicate that the own price 

elasticity of imports in the medium run is larger than that in the short run, which is 

consistent to the findings of previous studies. We also find that domestic prices and 

capital dominate the Australia’s nominal GDP growth. 
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LIST OF NOTATION 

 

The following is a list of notation used throughout this thesis. The notation is also 

explained on its occurrence in subsequence chapters. Notation which is not 

extensively used will not be listed here but will be explained in the text. 

 

Y = the production possibilities set 

SY  = the aggregate short-run production possibilities set 

q = the vector of non-negative inputs 

q1 = the vector of all fixed inputs 

q2 = the vector of all variable inputs 

y = the vector of outputs 

p = the vector of outputs prices corresponding to y 

w = the vector of input prices corresponding to q 

x = the aggregate import quantity 

r = the price index of total import 

T(y,q)=0 = transformation function 

 wp,  = profit function 

Y(.) = the output supply function 

Q(.) = the input demand function 

X(.) = the import demand function 

Pq(.) = the inverse demand (or “shadow” price) function of fixed 

input 

),,( 21
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qqy  = the short run transformation function 

);,( 1qwp
v  = the variable profit function 

 qp ;,ˆ r  = the GNP function 
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 = the Kronecker delta 

L  = the rate of technological changes for labour 

K  = the rate of technological changes for capital 

ext = the vector of all exogenous variables 

ξ   = the vector of parameters 

ut, vt and zt = the vectors of disturbances at time t 

tε , tθ  and  υt  = the vectors of serially uncorrelated error terms 
2

k  
= the chi-square critical values with k degree of freedom 

Γt,t-1 = the nominal GDP growth index 

Rt,t-1  = the index of technological change 

At,t-1  = the terms of trade adjustment index 

QLt,t-1 (or QKt,t-1)  = the labour quantity effect (or capital quantity) effect 

PNt,t-1 = the domestic price effect for non-trade goods 

1,  tt  = the potential GDP index 

1, ttE
 

= the unexplained residual 

 

Noted: 

 Vectors of values or functions are denoted in this thesis by dropping the subscripts 

and using bold letters.


