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Question 1.2: Later in the late 1970s, the Thai government adjusted its industrialization policy by moving towards more promotion of industries which produced mainly for export. Do you think it is a good idea for Thailand to encourage export-oriented industrialization?

The presenter started the discussion with the background of Thai economy. Stating that in 
1960s import-substitution industrialization policy was in place but that was not sustainable so later on Thailand had changed to Export-Oriented Industrialization, EOI. And she thinks it is a good idea to have EOI at that period of time due to the following reasons.
1. In terms of economic growth.
EOI increased production in Thailand. By encouraging the export industrialization, it allowed Thai farmers to be able to produce enough supply to meet domestic demand as well as some extra goods to meet the demand internationally. As a result they could export more goods to other countries around the world and yielded the positive economic growth to Thai Economy. That is to say it expanded economic in both nominal and real term. 

2. In terms of social welfare.
EOI increased employment and thus standard of living. By encouraging the export section, it created more demand for workers. This means that people who used to sit at home now had a higher opportunity costs and to be rational they would start working and gain some wage. Also this pushed people to invest more in the human capital which was highly needed in Thai society and it leaded to the long term positive result. Thus more people would work and gain wages, thus their purchasing power increased. Finally, their standard of living is raised.

3. In terms of technology improvement. 
· EOI leaded to Capital Accumulation because of more foreign investment flowing into the Thailand and since these investments are in real term, thus with more FDI, Thai people could employ innovative technology at cheap costs and so capital accumulation took place.
· Since Thailand imported more of the heavy industry machines and capital rather than consumption goods. This means that they employed better technology which leaded to a more efficient way of producing goods and help reduce the cost. 



The commentator agreed mostly with what the presenter argued that EOI leaded to more employment and technology development. However, since there was more employment, indicating better standard of living of people, it means that people would have more income, purchasing power, so they could spend more on imported goods. So if this were the case then current account deficit might not be lower and could even be higher in the worst case. Moreover, FDI that flows into a country may be hot money, which is unstable. Also, even though Thai people would get more income due to increase in employment but the owners are foreigners so the money will eventually flow back to those countries. In addition, she argued that Thais should not overly rely on international demand because we don’t know what is going to happen outside our country. For instance, during hamburger crisis there were a lot of impacts on Thailand such as a decrease in export demand, which slowed down GDP growth. Thus, we should rely on both domestic and international demand. Lastly, with EOI in agricultural sector, in order to increase export value we produced more by using more of land, through deforestation for example, which deployed the environment.

Professor Praipol asked, “What does EOI have to do with farmers in this case?”
The answer was that, since firms imported capital goods we could use those capital goods to produce more agricultural related products such as canned food for export. This helps farmers in a way that they can grow more crops and sell to these factories.

Another question arise from the classmate was asked, whether EOI solve current account deficit problem. The presenter said that after Thailand changed our direction of industrialization, at first it does not because we just changed from Import-substitution Industrialization so we still imported a lot of machines and other capital goods. Therefore current account remained at deficit. Another reason for current account deficit after the change of policy to be EOI is that Thai people did not export that much even though there was an increase in GDP.

Due to the fact that EOI could not solve current account deficit, could we still say that EOI is good for Thailand, asked by the same person as previous question. The presenter explained that although in short term it does not look good but in the long term it, of course, help the economy because in long run we could export more at a cheaper cost, as a result of technology improvement and new innovation, which enhance the production efficiency. Thus, we could reduce current account deficit.

Professor  Praipol proposed that one of the advantages of export-oriented industrialization over import-substitution industrialization is it makes the economy of scale possible for a small country as Thailand since we can rely for larger market, world market, and produce for the whole world. Nevertheless, we still had to rely on imported capital goods, raw materials, parts, and machineries.
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