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Trade, Growth, Poverty, and Policy Implications: a Case of Thailand

 

Research Proposal
 Executive Summary

In the era of the twentieth century, globalization has been the major phenomenon, and hence receives a variety of interpretations and the subject of considerable research and comment. The relationship between “globalization” and “poverty” is widely debated. In particular, the question of whether trade liberalization can lead to economic growth and alleviation of poverty has come under close examination as demonstrations against globalization gather pace.


  For Thailand, she entered to Free Trade Agreements with several countries; she is a member of WTO, and ASEAN. In addition, the formation of ASEAN Economic Community or AEC is up coming. These indicate that Thailand is getting toward more and more trade liberalization. The need of impact assessment emerges.

This paper tries to study the linkage between trade liberalization, growth, and poverty in Thailand and to provide international trade policy implication. 
Research Objective

The issue of trade and poverty reduction is very controversial. Mainstream economists (liberalizers) argue that developing countries normally have comparative advantage in unskilled labor-intensive product. Therefore, export-oriented development strategy will lead to increase in demand for that product, leading to an increase in demand for unskilled labor. As a result, there will be poverty alleviation by increasing the real income of the poor and increasing in growth rate.  On the other hand, a number of researches show that although trade liberalization leads to economic growth and gain in per capita income, poverty or inequality increases. 


Therefore, the objectives of this research is to find out in depth answer to the following questions
· Whether trade liberalization can lead to growth and poverty reduction in Thailand?
· What are the international trade policy implications for Thailand?

 This is very important because the problem of poverty has long been embedded in Thai society. It interfere economic development and creates social problems.  To ensure sustainable economic growth, these problems need to be deliberately examined and solved.
Literatures Review


The literatures on impact of trade on growth and poverty for the specific case of Thailand is quite limit. There are two studies and both of them give a favor to free trade as a mean to poverty reduction. Sarntisat and Wiboonchutikula (2003) studied trade policy reforms and poverty in Thailand. According to the authors, the openness is a key of Thailand that leads to poverty alleviation over past four decades, together with regional industrialization, and depreciation of the currency. Chaipan, Nguyen, and Ezaki (2006) used Global Computable General Equilibrium model to perform a policy stimulus analysis on economic impact of Thailand’s economy of free trade agreement. The authors point out that Thailand could obtain high potential gain in terms of growth, investment, and welfare from free trade by promoting regional economic integration in East Asia. Nonetheless, in terms of income distribution, the result is ambiguous depending on pattern of production and trade. 

Dollar and Kraay (2004) studied trade, growth, and poverty, using the evidence from individual cases and cross-country analysis. They concluded that trade leads to faster growth and poverty reduction in poor countries. They used OLS method to estimate the following equation.
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It is a regression of growth on lagged growth and on changes in the set of explanatory variables, where
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 = log-level of per capita GDP in country c at time t
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 = log-level of per capita GDP in country c at time t lag k years ago


[image: image7.png]


 = a set of control variables which are measured as averages over the decade between t - k and t.

Sen (2003) studied trade, growth, poverty and inequality in Kenya. For the relationship between trade and poverty, he asked two questions; (1) has trade-openness led to an increase in manufacturing employment? He employed 3 methods in answering the question which are factor content approach, growth accounting approach, and economic approach, (2) has trade openness had an impact on poverty in the agricultural sector? He used related literatures to answer the question. They found out that trade reform does not lead to positive impact on economic growth and reduction in poverty.
Methodology

In the first section, the paper will provide overview of Thailand trade policies, pattern of economic growth and also briefly explain the situation of poverty in the country to make the reader understand the overall picture of Thailand within scope of this research. The information of trade policies in Thailand is obtained from WTO and Thailand WTO watch websites, and also from other related literatures. Information regarding economic growth will be obtained from BOT website. For poverty the information is obtained from NESDB website and also from other related literatures. Times series data will be presented to enhance understanding about the trend. Tables and graphs are also used to clarify the overall picture.

The second section will study the relationships among the variables. This part will start off with the relationship between trade and economic growth. It will provide the answer to the question of how much trade openness contribute to economic growth. To study the relationship, econometrics tool will be employed. An estimated result will be shown. Then, in depth explanation about the how trade openness can influence economic growth will be given, based on empirical evidence and the related literatures.  Later on, the relationship between trade openness and poverty will be examined. Since the data on poverty in Thailand is very limit. The use of econometrics estimation of impact might be inappropriate. Therefore, the study of relationship between trade and poverty will be done through examining the channels which trade could impact poverty. Empirical evident will be deliberately examined. Related literatures will be used to support the argument.  


The third section will present the international trade policy implication. It will address both potential benefits and costs of the free trade on growth and poverty. And then trade policy recommendation will be made. The information for an analysis in this part mostly comes from the study of empirical evident and related literatures. The last section is the conclusion of this paper to sum up the idea for readers.
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