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Abstract

The objectives of this study of the Domestic Resource Costs (DRC) of Thai
manufacturing industries in Thailand are to review the trade policies and trade measures affecting
the competitiveness of Thai industries by measuring the domestic resource c}ost at various levels
of foreign exchange rates ; and to assess the protection provided to.Thai industries by measuring
the nominal rate of protection (NRP) under the 1997 trade policies and measures.

The DRC was estimated based on the concept developed by Bruno (1972) and adapted
by Juanjai Ajanant, Supote Chunanuntathum and Sorrayuth Meenaphant (1986). The industrial
NRP was calculated using the method developed by Sunee Budsayavith and Sombat Sae-Hae
(1996) which was adapted from methods developed by Fane and Phillips (1987). The trade
regulatory measures included in the study of the NRP were import tariffs, export tariffs,
tax compensation for export goods, tax rebate in accordance with article 19, and special surcharge
imposed by the BOL -

The manufacturing industries included in this study are divided into export industries
and import or import substituting industries. The first are those whose export value account

for more than 10% of domestic production value and import value less than 10% of domestic



consumption value, The second include those whose import value are more than 10% of
domestic production value and export value less than 10% of dorﬁestic production value.
If an industry export and imports more than 10% of the production and consumption value,
the industry will be in the first group if export value exqeeds tmports value.

This study used data from the 1990 and 1995 Input-Output Tables (basic data) of
the size 180X180 industrial output sectors. These sectors were separated out into 98 traded
sectors and 82 non-traded sectors. The Trade Industries were further separated out into export
industries (47 sectors) and import or import substituting industries (51 sectors).

The domestic resource costs (DRC) of Thai industries were estimated under two
different assumptions. Under first assumption, the foreign exchange rate was fixed at 25 baht
to 1 US dollar. The DRC of export industries ranged between 0.90 and 1.14 Thai export had an
overall comparative advantage. The exceptions were sugar production (1.13), and tea, coffee and
finished beverages (1.02). The import industries had DRC values ranging from 0.74 to [.59.
Of the import industries 14 sectors were found to have a comparative advantage while the
remaining 37 sectors did not. The results of the DRC analysis for this case indicate that export
industries overall have good potential for export production, except for the two sectors menﬁéned
above that had values greater than one. Import industries which have recetved limited protection
have greater potential than import industries which have received greater protection. In addition
to this, the study found that domestic industry protection and support poficies and measures
affected the comparative advantage in production of domestic industries. This was due to the fact
that the NRP and DRC were found to have a high negative relationship having a rank correlation
of -0.73 percent.

The second case allowed the foreign exchange rate to change from 25 baht to 30, 35,
40, 45, 50 and 55 baht to the dollar. The results of the study found that comparative advantage of
Thai domestic industries would increase as the exchange rate decreased in the order given above.
And, when the value of the baht drops by 60 percent that is at 40 bath or more from 25 baht to a
dollar, every domestic industry shows comparative advantage. -

The policy conclusions derived from this study are as follows : (1) the government
should not use trade tax to protect domestic industry be_cause this distorts production structure of

industries affecting industrial efficiency. (2) the government could provide support for science



and technology researches development, and for improving skilled labor, ¢tc. In particular,

the government should improve infrastructure and should not discriminate among industries.



