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Abstract

The increasing importance of the non-agricultural sector is not a surprise. It has
been supported by systems of industrial protection that change the structure of the Thai
economy from agriculture and agricultural based industries to highly processed and less
agricultural based industries. Protection for import competing industries has been very
high since the beginning of the First National Development Plan. If this is successfully
implemented, most of the export revenue should be in Thailand. But, because of the fact
that most of the top ranked exports of Thailand have been replaced by manufacturing
products which Thailand is only a point of assembly. There has been criticism that the high
export value does not benefit Thailand and does not provide much value-added to the
country as indicated by the export value.

The Middle-East is a market with high potential and has an important role to play
in the world market. But Thailand has paid less attention to the area. The most up to date
data in 2006 show that Thailand’s export to the area shared only around 4.6% of total
export of 5 thousand billion baht. A disaggregation by products also shows similar shares.
On the other side, import from Thailand has an insignificant share of only around 2% of
the US$ 80 billion of the Middle East’s total import bill. Despite the fact that much of the
Middle East’s imports are products that Thailand has comparative advantage. This fact
points to a need to study and to investigate the benefit that Thailand will gain from
increasing export to the Middle East.

The Model that is employed in this study is a Computable General Equilibrium
Model (CGE). It is theoretically based on Microeconomics Theory. The database includes
production technologies that are provided by the Input-Output Table 2000 and the circular
flow of The Thai Economy as explained by a Social Accounting Matrix (SAM) of the
same base year. Simulations of increases in export of 12 major products point to impacts
on value-added that favor major agricultural products. This is very important for policy
decisions and suggests that our trade policies have to be reviewed and revised.





