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I. Thailand Economy Overview
+ Fastest econ. growth rate since the crisis

* Driven mainly by private consumption and
somewhat by export and private investment

» Poverty has fallen below 10%, lower than 96
resulting from increase in real farm income

+ Sustained macroeconomic adjustment has
reduced external vulnerability further.

* Export remains robust with est. growth more
than 10%

II. Prologue : Globalization & Trilemma

1. Capitalism is a belief in ‘inequality’. It is a ‘free’
market oriented system and based on rational self-
interested individuals.

2. Democracy is a belief in ‘equality’. It is a political
process based on one man, one vote with guaranteed
‘freedom of speech’.

3. Social Welfare maximization should be a
government main objective. State social welfare
system is invented to make capitalism and democracy
ideals compatible.

The basis of ‘Thaksin-omics’ — Dual Track ?!1?
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II. Strategies: Trilemma on Political Econ.
Democratic Societies rely upon voting to establish

social, political and economic objectives.
The essence of Thailand’s dual track is

1. “Social Welfare and Grass Roots” Approaches —
citizen’s welfare

2. ‘Creative Destruction by ‘FTA/ Open Regionalism’
and state assistance approaches — business’ welfare

Trade-off between the principles of economic efficiency
and distributive equity given different speed of
adjustments.

See Hoontrakul 1998, 1999, 2003




II1. Prospects: Thailand Economy
e The outlook for 2004 is rosy with recovery expected
to continue.

*  Exports are expected to grow at slower pace because
of capacity constraints and mild foreign exchange
appreciation.

*  Fiscal consolidation continued. High tax revenue is
expected from high growth rate.

¢ Public debt would continue to fall below 50%

* National contingent liabilities may rise as more
public (unfunded) initiatives [e.g. social security, 30
baht care scheme, SME credit guarantee..] are
committed.

Table 1 : Thailand State Bank Lending Dominance
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IV. Challenge: Thailand’s Export Performance
by Broad Sector during 1995-2000
Thailand’s average change in
World Export Share, world goods export share:
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IV. Integration of Macro — Microeconomic Reform

Stability and confidence support
investment and upgrading

R

Create the opportunity
for productivity
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productivity
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Productivity growth allows economic
growth and rising incomes without
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stability easier to achieve
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Food:
Kitchen of the
World

Fashion:
Asia Tropical
Fashion

Tourism:
Tourism Capital
Asia

Automotive:
Detroit of Asia

Software:
World Graphic
Design Center

Thailand’s Cluster Vision: World Leader in Niche Markets

Selected Niches

- Important sector with declining world market position
- Insufficient value chain presences and lack of brands key issues

Three (Textiles/Apparel, Jewelry, Leather) important sectors with
declining world market share and few linkages
Insufficient value chain presence and inconsistent policy key issues

«+ Important sector with potential for significantly higher value creation
Lack of shared vision is critical constraint

Growing sector with small world market share moving gradually out of
protection
Low level of productivity and innovation key issues

Very small sector of few companies

- Ur ive business er 1t and lack of linkage to existing IT
activities are critical issues

« Concentrating on areas of existing strengths provides the right basis for success

« Focus of government policy should be on increasing Thailand’s attractiveness
for the cluster, not on the strategic choices of companies in the cluster

IV. The Brave New (and Fast Changing) World :

The 4 levels of residual uncertainty

Level 4:true ambiguity (2000’s)-
Tech./Innovation Growth,
diversity, Globalized World.

Not even a range of possible future
outcomes. Ex : Change in Tech., Geo-
Pol.-Econ., Chaotic Eventful, Global
firms and citizen, Knowledge Econ., ..
Level 3:range of futures (’90’s)

Open, Democratic, Multiple World.

Range of possible future outcomes. Ex. :
Multi-lateral Agreement, Multi-cthic, Multi-

National Corp., Class Struggles — NGOs, Rich/Poor,
National vs Int’L, Social Safety Net, New Econ. etc.

outcomes,one of which will occur. e.g. Bi-Polar
Geo.-Pol., Communist vs. Democracy, Centralized

A Level 2:alternative futures ( *70 to ‘80°s )
B Bi-Polar World : Limited sct of possible future

. (Mkt) Econ, Private vs. Public,
Horizontal vs. Vertical Division of Labor, efc ..

Level 1: clear enough future ( Before
’60) Relatively Static & Isolated World

Single view of the future. e.g. Nation Building
after WW II, Econ. Growth, Trade Expansi
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Key Elements of the Strategic Plan —
Flexibility, Productivity, Innovation..

ommercialization

R &D

I'V. Challenge: HM the King on Education

“Our nation would rise or fall mainly on
the education of each individual
Thai. The education and training of
today will determine the nation
tomorrow.”

His Majesty King Bhumibol Adulyadej the Great

Reference - for further reading

Chaipravat, O. and P. Hoontrakul [2000*] ‘Thai Credit Market Failure : the 1997
crisis aftermath’, TDRI Quarterly Review.

------- [2001*] “Transitioning from Dysfunctional to Normal Banking System
after the 1997 Crisis : Thailand’s Policy Consideration’, Sasin Journal of
Management (SJM)

Hoontrakul, Pongsak [1996*] ‘Happy landing with productivity boom’, Sasin

Hoontrakul, P. [1998*] ‘Triangular Peg: A Strategic Anchor for Thailand and
Asean Currency’, Review of Pacific Basin Financial Market Policies
(RPBFMP), NJ: Rutgers Univ.

Hoontrakul, P. [1999*] ‘Globalization and Trilemma’, Review of Pacific Basin
Financial Market Policies (RPBFMP) ), NJ: Rutgers Univ.

Hoontrakul, P. [2003*] ‘Globalization, Market Failure,Bank & Crisis Resolution :
Thailand Experience’, presenting at the 2" IADI conference, Seoul.

*Available for free download (or forthcoming) at www.Pongsak.Hoontrakul.com




Reference - for further reading
Porter, M. (May 2003) ‘Thailand’s Competitiveness: Creating the
Foundation for Higher Productivity’, Harvard Business Scool,
presented at Sasin of Chulalongkorn University.

Ryan, P. and Hoontrakul, P. (2003*) ‘Value Enhancement in Thai
Tourism Industry — Implications of Online Travel Business’,
discussion paper, Sasin of Chulalongkorn University and Fiscal
Policy Research Institute, Ministry of Finance, Thailand.

World Bank (Oct. 03) ‘Thailand Economic Monitor’

*Available for free download (or forthcoming) at
www.Pongsak.Hoontrakul.com

END

I love emails.

Any comments are welcome

At Email : pongsak@hoontrakul.com




