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The Impact of Trade Liberalization on the Thai Agricultural Sector

and Corresponding Economic Trends
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ABSTRACT

This research is concerned, first, with the analysis of the impact of trade liberalization on the
economics of the Thai agricultural sector in conjunction with other economic production factors. Second, it
studies the agricultural sector so as to allow the framing of macroeconomic predictions of trends. Third, it
studies the problem of market access for Thai agriculture under the aegis of the World Trade Organization
(WTO) in terms of formulating joint policy in reference to major economic trends.

Methodologically, this research required (1) the construction of a computable general equilibrium
model (CGE model) utilizing the Johansen linearization method. In addition, (2) a macro-econometric model
(MEM model) was constructed involving a simultaneous equation system and the three-stage least square
(3SLS) technique so as to simulate policy implementation and determine the precise quantitative evaluation
of its impact. Finally, (3) linkages between the general equilibrium model and the macro-econometric model
are established in order to analyze the impact of trade liberalization on the Thai agricultural sector. The core
data base is comprised of secondary data. This data can be divided into three types: (1) an input-output
table, (2) figures concerning Thailand’s national income, and (3) other economic data used to provide a
conceptual framework: market access, domestic support, export subsidy, world price for agricultural exports
and removal of tariff barriers data.

The results of the impact of trade liberalization on the Thai agricultural sector can be summarized as
follows: From the macroeconomic point of view, real investment changed by 2.57%, the balance of trade
changed by 1.01%, and the consumer price index changed by 1.56%. Overall, some sectors increased in
value, but some economic sectors decreased, e.g., maize and maize products, fiber crops, and cattle and
dairy products. Regarding income and income distribution, income increased overall, but income increase in
rural areas as the percentage of the overall increase in income was less than that of urban areas. This was
because urban areas depend on agricultural products, whereas rural areas depend on industrial products.

The Thai economy in 2005 should have a real GDP growth rate of 4.1%. The agricultural sector

GDP should have a growth rate of 3.6%, and the non-agricultural sector GDP should grow by 6.1%. The
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inflation rate should increase by 4.0%. The growth rate of private consumption should be at 4.4%, whereas
the private investment growth rate should be at 10.1%. In reference to international trade, the current account
and balance of trade deficits should increase by 3.4%, and 8.5%, respectively. The value of exports and
imports will be at US$ 107.6 and US$ 116.1 thousand million, respectively. Deposits at commercial banks
should total 5,732.9 thousand million baht, the number of unemployed would be 1.075 million persons, and
per capita income would be 96,324.7 baht per year.

In the light of the major findings of this dissertation, a number of recommendations are made, as
follows. The economy should be restructured to ensure balanced and sustainable development. Domestic
content of products should be increased and imported content reduced. Efficiency in manufacturing should be
promoted, and emphasis placed on developing product quality and higher standards. Improvements should
also be made in the trade negotiation system and enlisting international cooperation in fostering the

development of the domestic economy.

Keywords: Computable general equilibrium model (CGE model), Macro-econometric model (MEMs model),

World Trade Organization (WTQ), Three-stage least square (3SLS), Input-output model (I-O model)
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