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ABSTRACT

This research report examines the international competitiveness of Thailand’s industrial sector
over the past three decades by measuring and analyzing the sector’'s total factor productivity growth
(TFPG) at the disaggregated industry level. The report also analyzes Thailland’s trade policy by
computing nominal and effective rates of protection (NRP and ERP) of Thai industries in order to draw

conclusion on the importance of trade policy on Thailand’s international competitiveness.

The report begins by defining and interpreting the term international competitiveness by way of
relating it to the concept of TFPG. Next, it examines Thailand’s industrial development and reviews
the macroeconomic policy environment including the changes in trade and industrialization policy during
the period under study. This is followed by an analysis of factors contributing to the development of
the industrial sector on both the demand and the supply sides. Finally, it presents Thailand’s nominal

and effective rates of protection in the 1990s and provides conclusions and implications on policies for

enhancing international competitiveness of Thai industries.

Major findings are the following: (1) Thailland’s industrial sector grew rapidly in the past three
decades with structure and demand changing from import substitution to exporting industries.
However, the TFP growth of Thailand’s Industries was still minor (less than 10 percent of industrial
growth) compared to that of developed and newly industrialized countries. This follows that the
international competitiveness of Thal industries were vulnerable to inflation, exchange rate fluctuations,
and nses of real wages, Interest rates, and other production costs. Therefore, policies to enhance
efficiency and TFPG of Thai industries are crucial for Thailand to maintain its competitiveness position

on the world market. Furthermore, appropriate macroeconomic and trade policies are helpful for Thai

Industries to seek productivity increasing activities in order to reduce costs over time.

-

On Thailand’s trade policy, the study finds that both of Thailand’s nominal and effective

protective rates declined throughout the first half of the 1990s but the dispersion of the rates still



existed. Thus, the current attempt of the government to reduce the number of tariff lines to six rates
is commendable. [|f the implementation were successful, the tariff and incentives structures would
become more neutral and it would be conducive to Thailand’s international competitiveness. However,
the improved competitiveness also depends on other factors such as technological capability, human
resource, and infrastructural development. All these factors enable Thai industries to upgrade their
production processes and their production structures so as to increase value-added and TFP growth as

Thailand faces competition from countries at all levels of development.




