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ABSTRACT

This research report examines the international competitiveness of Thailand’s industrial sector
over £he past three decades by measuring and analyzing the sector’s total factor productivity growth
(TFPG) at the disaggregated industry level. The report also analyzes Thailand'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 Thai industries were vulnerable to inflation, exchange rate fluctuations,
and risesrof 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 heipful 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 iines to six rates
is commendable. If the impiementation 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.
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ATRT 3.1 unsiThntesnireTyiuineswsudagratuntueersmaing lusnd
A A 1060 - 1980 . AR

(Founs)
FTTHTIIAN AFILFEITOIYURIA | NMTILNLEITEN | MIMmeuny Yavss
nmuludszna NITRIDEN e
1960 - 1966 8890 24.70 -13.60 100.00
1966 -1972 64 11 6.46 29.43 100.00
1972-1975 91 00 8.50 0.50 100 00
1975 -1980 76 47 2579 -2.26 100.00
1980 - 1985 8169 22.47 419 100 00
1885 -1990 87 09 3365 -20.74 100.00

WUEITANN - CUTIATE BRTwdl (1975) dvFumnszanadlull A A 1960-1966 uRs 1966-1972
TATe SATET (1980) Aufuntridrmnlud A n 1972-1975
useRdl ATl uasane (1983) Avwfumrursinndludl Am 19751980
Arkhon T. (1995) @ wfunirdrzunoilul) A A 1980-1985 uhz 1985-1990

» - - - 4 w ™ - * -n' -'
IMQ’HJQIJYI’HJ min?rumu‘[mmuﬁcmahunqsamu’lmqmmUﬂuwﬁnmimmu
- -y . o - - -, -
Tudadenisusm (input)  uaznnespiRuireentrnmwnsusriaeson  anagan 32 14
-k . 1 -l - - - 4 L » -
VAUAN INITYUSTHIUAWYE IN H1BBANTLNTYLRA viResIusus nnuﬂqs‘q'luﬁﬂuqﬂmummu

-l e - » )
HRAATUNTTUNSWUNUTTINNRAY [SIC 52U 3 digit lutiaell A M. 1963 03 1991

i - - d [V ) [ 73 » Dl ") - - . J t 4

BN simsaulsnuiatalfiaus luss luadedtnsAnm A wFuunsIniee weiays
uen 7 UUlANARIN NTANZTUGRATHNITNTIT DO UNISNTIR IS NINITUATFIWIIR  NITNTN
RAATUNITUNIEINTIINUULG  SUIATUNIUTTINALNEG  ACUENITHNIHATEGN WA IANLUITR

LRZANIANGHATUNTTN Ine

- - - B - -y » -
SANERNTANINLIT  seafRTuiaTsengRraunssuanasnifuineg lusnmienes
' v -l - - - P
127 fel)  ImousnuusanurrsaninssgusulEesniluniresanesfedanisuBanuissa (real
“<a - -t a 3 - -
nput) waTnAnesURLiRYes TFP AMNAIIH 3 2 azuamalitiug,  nasiestyiRulAnes
- <a I - - [ - - P v
TFP Gwmpslesar 092 wianassndpuidaldinnassigivirvensusanuiaiisoulugy
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mﬁuumnm'mm?m?ruLmuTmm TFP uﬂnqqnuun'wmi'rymu‘fmrm TFP  gadiAvinundanis

wigdvlprelatumandniulguds usenu ussvu saniudndn

ANTRN 32 TFP Growth of Thaland , 1963-1991

¥aeay)
Period Growth rate of TFP Growth rate TEP contribution to
manufacturing output output growth
1963-79 15.91 1.43 15.26
1979-84 6.39 0.08 1.25
1984-86 238 -1.29 -564 20
1986-91 15.45 1.50 S.7
1979-91 9.42 0.44 5.49
1963-91 12.71 0.92 724

lWIﬂ'Qﬁl-l"i C /INNIIAMUIITY

WanFoudouiulszmainRmnuda 1Ty aufganiEng waziu  msssydule
wed TFP MlszanadlatingnaldaniiAiisin - InsauigawiEnalutixlianm 1960 - 1980 dm#nng

witywulmaes TFP luntrgravnssuiaesan (aggreate manufacturing sector)  SANUsTINufan

8z 182 ( Kendrick and Grossman , 1980 )  lujijuiirnlsoefodszunufenas 204
' (Nishimizu and Hulten , 1978) vide Asifhudszunmufenas 17 1eannsyidulnrenanins
uiags

wAdmfunsuFnuisumasiydulares  TFP asegagunssulnaiudssmenigs
WAL (LDCs) B du  aszsullgundnmsfneludesdiilflinnn - pensdidetdauiug
aniflumsin  TFP maqnn:jﬂnLnﬂjﬁqeqnﬁu gauntsie TFP luszduningrawmnssudadl
Aoutnation  BMVRAENAANMATIE  1N0ATANEY  ARBASUTELITATEIGARMNTTHIWAN

3 o od 1 4
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nasAsIeANanInlun e sITuiuslssinmuasutouen AL

AINA131e 3.3 N1gANEE8S  Chen (1977) WUIAINITAIR AL BIU8 INRR AT NE0Y
gearmnssalutlszimAgaarunssuluel (NICs)  dudsznausioe tnwalsl  lBiwdu  des  uax
asnldd Tudqsianemadrss 1960 fAndufesas 35 3.6 23 war 3.8 RAINRWL  UTe
Uszmnnifenas  12-18  wesdmmnnastylALiRuaINandavLiasy  SdniudisniaalFeu
Lﬁauﬁummsﬂwmﬂszmﬂﬁﬁmmué’ﬂqummtﬁmﬁu AUNNTANETEY Young (1994)
Shimada (1994) wes Kwak (1994) lufioaneasss 1970 uas 1990 wudIAINIsIaseyEL s
999 TFP LiuansngainnisAneeaas Chen a3NUN wsidnsoursInIsastyLAvTnvesnas

= . = - o ﬂ‘ [P 1 v L %3 4: - L v ]
munisedssianinastydiulpvewandanuiai@ulugiluulingay s wd lisideaou

- = - = ) = - - =‘ 3+ =En ]
189N1TLSIEY LU B D IRRANTANITHARRBNTAT AL IR TaIRARA R NLTaTd lUT29NA9TY 1970

;%4 ] b Q. A’ [ ] B [ ¥4 4 e 4
Uszunufenas 157 samnlutioanaAqsse 1980 aruwidlufesss 26.8  wuwmaanulsiviun
- - - P - - -

WnlunAassy 1970 AdsaruAgfesas 0.1 (NeDmALsIw 1980 intullufesas 38.9
d ) L ed =y - - d " = g = =
uazudunereaAlls sclutiamAasse 1970 uRsHuNAIITE 1980 HemsninastRvla
FRINRANINAITHABLIUGD  whiananAase 1980 Sisasntnasgydulaues TFP Wuuania

[V o - =y = P -
Sorar 2.1 vinAmdufenss 27.6 wassmmninasyiuirvesaandnnuliaz

< -~ 2  a .
A15199 3.3 dRInnsastlauinees TFP saanageatunsss ;. dszinAgpaiunssausi (NICs)

(Faanx)
Country/Author/ | Chen (1997) Young (1994) Shimada (1994) / Kwak(1994)
Period 1955-1970 1970-1980 | 1980-1990 1981-1985 1986-1989
South Korea 38 230157 3.0 (26.8) 0.5 (na) 1.2(n.a))
Taiwan 3.6 0.1 (0.8) 2.8 (38.9) 25(n.a.) 27 (na)
Hong Kong v 23 3.1(34.4) 1.7 (28.1) n.a. n.a.
Singapore 38 -0.8(-8.7) -1.1(-16.4) -3.0 (-50.0) 2.1 (27.6)

wanenus - 1/ @1l Hong Kong msinisadyidulaes TFP idusssnimasgialaeso

2/ fasnlusndy As TFP contribution to output growth
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=y [ < = - s - = '
ez 0.7 Astduiasas 27 waz 54 ?Jﬂqn'ls‘Lfaﬁ‘cyLmUTmaamanam FANAISY Leev lutiosl aa.
= ! = o = ' -
1976-1982  g@awnssnnAnasastydulaaes TFP Aigs  léun YRATUNITHAING
= d -3 O ] =
FATUNTIHLAN WRTZGFAIUNTTHLOTIN wausgmaIunssaudnuasiauedilbiman
v a e \ = = el o = \
gaatunssy ilezasndneildl Sananasqudiulpuas TRP fisn wiededasil A.a 1982-1988
- o o < a a = ' .
gratunssudmeigsanilugraiunssuiiininasoiulpues TFF geag  usigea vnssaAll
- - f - < od o =t
uﬁzﬂmmum‘ﬁ‘ummmnﬂa‘uﬁmmﬁmﬁmmuimm TFP MANIN  ALKRARIANTRRSY 4.0 LA

48 {lufeees -1.0 uax -15  amsdu  luwsswssatugratunsswmanuaslansiloman

3-11



- . omewe Y
n'mwwmaqwmu'lm'l.unmﬂwnumaﬂ::mﬂun:ufﬂu'\ﬂn'ltnﬁ

-~ ( ] o = Y - : - .

AREMAUYFRIMNTTNETUBIUFLAZUNTOiruRIndLdAINRaToRuTRTes TFP gsuunumoian

2 - e - o - £

dufeear 5.0 uss 1.4 anduifiaufiedenss -103 usr -05 amddy  Inygsd Tnanadna
- . [ = = .‘ [ 2 [

(1995)  finnzAnmlugosd) A.m. 1971 -1988  Amnastyiiuleves TFP ldNAnduFonas

-_—y e d - -_ 4 -y
0.5 vsppalufesns 5.6 18INIRaTELALIRTRINAUARNLYIAT]

-: -: s 4 | 2K} 1 -
msffaudisuninissures TFP esslnefurssdszinaau  agdlddn Annaadny
- = ] [ % o d <ot [ ' [ %)
wulpees TFP wasgpavnssulinesiAtAaud 1t NeuFounsuiulssmAanmiuiusauesung
YsmvAgy  wnndld  wezldudu  usblupneisanndmaninfiuees TFP sastszinanigs
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L - o oy, (v 1 1 - - - "
R199 3.4 uasegasnisasniuinges TFP ¢l uardhdousensaiopiiuineeuaninasgaaunssnInalugael) a.m 1963 1991 (%)

] HEAWNTTN drowwm | daminmsaingdiinsedens (Annval dndnusionaddntiul (Annual contnibution to
ISIC Aum growth rate of) output of )

TFP | Intermediate | Labour } Capital TFP Labour | Capital | Primary | Total

input nput input nput input input inputs
311 | MTURRO WS EO 0.79 908 531 7.40 8.49 2.47 1914 | 2661 | 91.51
312 Bq:mgmédmﬁ NIC 232 16.38 g24 | 1017 | 1394 2.22 17.49 | 1971 | 8606
313 | widesdin NC | -094 1114 965 | 1341 | 824 | 701 | 6306 | 7607 | 10824
314 | 11qu NIC 158 241 0.67 414 | 3244 082 4846 | 4928 | 6756
321 | RanpuasrdniurRne EO 1.21 10.69 513 | 1203 | 1026 526 2714 | 3240 | 8974
322 | Aefustosusime E0 | -024 195 345 | 1566 | -215 | 465 | 2835 | 3300 | 10215
323 | MRURSNARATUTIVIT £O -0.22 11.86 11.09 | 1198 | -1.80C 11.74 23.14 3488 | 101.90
324 | 1090 EO 05 377 510 | 1269 | 541 8.77 3333 | 4210 | 10541
331 | WuazeRarfun b EO -0.75 331 059 | 329 | -3456 276 47.00 | 4424 | 13455
332 | woflisef IC -1.21 9.71 879 | 1372 | -1244 10.69 4697 | 5765 | 11244
341 | nrzansuaswAnAuet IC 117 14.69 1111 | 1028 | 802 6.45 1557 | 2202 | 9198
nicar

342 1 naTiu NIC 173 7.07 4.97 830 | 1944 888 3303 | 4191 | 8056
351 Snnﬁé IC -0.36 11.76 545 | 1371 | -304 3.80 4759 | 5139 | 10304
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AITWN 3.4 (K1)

iR RRIUNITH Urzim gy ifuiamefiess @Annval fadrusiouaudnswtl (Annual contribution to
ISIC Auin growth rate of) output of )

TFP Intermediate | Labour | Capitat | TFP | Labour | Capital | Primary | Total

input input input input input input inputs

352 | wRRfAsipd IC 1.97 8.56 443 | 878 | 1920 | 361 | 3012 | 3373 | 8080
355 | WUAZNARATUYIEN EO 0.82 16.00 995 | 1751 | 484 284 | 2800 | 3084 | 9516
361 | wREAUTIATBALLN EO 0.23 18.60 1210 | 1755 | 133 | 1316 | 2702 4018 | 9867
362 | uhuaznAnsdusiufio IC -0.20 11.92 746 | 1345 | 167 ) 718 | 5597 | 6315 | 101.67
369 | ubninriolavsiu g EO -0.65 10.39 480 | 1191 | 661 | 386 | 4258 | 4644 | 1661
371 | wdnuazwmANNAN IC 0.77 10.81 759 | 983 | 694 495 | 2180 | 2675 | 93.06
372 | Wdndurilauzilmdn EC 0.19 1435 833 | 934 | 150 6.95 20.77 27.72 | 9850
381 z%meﬁmﬁmj IC 0.45 8.91 753 | 1065 | 462 | 524 | 2908 | 3432 | 9538
382 | ndgednaililgIvin IC -0.13 16.58 1053 | 1610 | -082 | 549 | 2431 27.80 | 100.80
383 | wigeinaillglwih EO | 294 18.13 1033 | 1585 | 1477 | 316 | 2406 | 2722 | 8523
384 | quUnTadnuas IC -0.53 16.00 1099 | 1708 | -345 | 559 | 3043 | 3602 | 10345
390 D%é:nzm: 1 EO 0.10 13.65 69 | 362 | 076 463 | 2690 | 3153 | 9924
Fawwn 0.921 1236 757 | 1158 | 7.24 328 | 2856 | 3184 | 9276
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EI’IS"N#I 3.5 Growth rates of TFP relative to real output of industry by trade category,
Thailand, 1963 - 1991
(Foraw)

Period Import-competing Exporting industries Non-tmport Competing

industries

Growth rate of Ratio of Growth rate of Ratio of Growth rate of Ratio of
TFP TFP TFP

Output TFP growth | Output TFP growth | Output TFP growth

to to to
output output output
growth growth growth

1863-70 13.84 -4.02 29.05 21.63 3.76 17.38 20.18 -2.92 -14.47

19870-79 12.56 0.1 0.88 12.48 1.62 12.98 10.83 4.99 47 39
1979-84 829 023 277 6.99 .18 258 2.81 -0.32 -11.34
1984-86 -0.29 | -0.005 1.72 6.61 0.01 0.15 -1.28 -1.289 100.78

1986-91 20.28 052 257 14.19 1.25 8.81 13.20 1.48 11.21
1979-91 11.11 027 243 9.96 0.61 6.12 5.66 -0.69 -10.42

1963-91 13.52 053 .92 12.43 0.80 €.43 12.48 0.97 777
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