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1. Explain how Thailand’s early economic development evolved around the concept of the big
push theory, the flying geese hypothesis, and the theory of economic backwardness.
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2. Compare and contrast Thailand’s financial crisis in 1997/1998 with current economic

situations in Argentina, Turkey, and Venezuela.

O  The financigL.Ciels..in. Thailand. durlng the...199301998. . has lte. amilavifies

and. differences. to.. the crifis. foced. kY. .there. emerging. economias. today. Tae.....
.maft.. ftriking.. fimitarity..(s. that. dll. of. there. Ceis. tnvelve. EXCerrive hotrowingl
in_foreigh currencien especially . in. .U . dollar, . that. are. unable. 0. be repaid. ...
in.the. face.af. shocKs that..created. mastive depredation.in domerric carrency-

On_the other.hand., . the. .matt. driking. difference. ic. . that. during. the 1932/8 . crigis,
Such. horrmwing wiac.created.. by.. privatre. Jecsor., Whilg. the. .ovexborrowing. ...

Ahere codarvied. today..Qke. credfed . by, the government. ...
......... Duking. 1992098, cricls,. fingncial liberaligation
Without. pro.per. regumrlm fixed.exchange .rate. that. Crate. zero. 0Xchange. rute..

ks and fhe creation of varigul. holicied. that. aim.. to.erfahlich. Thailand af pegiongl
financtal. huh.,. led to.overkorrawing.in foreign. CUrvencies, creating curtengies

and matUriry. .mismatch.. As. exports. declined..and. Thai.Baht. came under. gpecalative
Atatk,. devaluation wol. imminent. Qnd. the value of debt.incredre in cuch. way
that.debt «nnet e repaid by the privare..Cectof . who. o the main berower . fn
addition,..refered. dropped..cubtantiaily. in.. BaT. afemot. to... maintyin pegged. exchunge rak
......... ArgR htine .criﬂ'J...i&..al.w..churﬂttt‘ﬂ.&ﬂd.hl[...ou.er.b.ﬂ.tr.uw.ing..;.buf..bx’...m.&.....
gilernment. in. the aftemat. to. finan.te. budget deficits. that. rejuited in. magive
rkfnt.account. geficis. .a.twrdm.g H.the. twin. degitts. concepr [M=X=(|-1) .tf.(}.—._T.ﬂ.-
{imildk.to the AF(). Argentinean. Pero. was.overyghued.due to the prvioys government's
politiel.. fu. g intain. currfncq wmmu Wifh...e.ﬁ_e.mat Jhotk..in. which Fed hiked. interest

e L

.Qﬁ.@mpf..1‘0..Jfa.bJJIJ.Q.fhP.L.UrV.QYl(L[.._M currencq d.en.trma.ter.)..dflb.t.mtue,.t.m.:.rf.’.am and
the . abilify. 0. pay. debt.come. into. gueltion... pusinen . and. iov.esror. confidence
deop., due 1a. ammu pmH; refultmg m..fu.tmr deprecfaﬂan and . BUTﬂUWJ

:;a..p.nm..mon.o.q.m.pa.q...bu-c.ic..d.ub.fr.,..w.mch..d;.d..m.ot_.h.appg.m..d.u.xm.g...mg..,q.p.(_
.......... The Tuekish. coffif occurs. becaule. of the. belaXatish in. . mondtary policy
that. encelegge. ov.erbﬂ.rr.awm.g..,.fn..th_i.I..ca.iﬂ..bq..bu.th..pkiu.a.re..and...p.u.bf'f(.memr) and

Page 3 of 5



lead to double-dig! T inflatlon. Exrernal vhocke of Fed'y rare hiky

and frade war agdin COurer invesrors to loge wnfidence, thereby
leading to masrive suttlows dnd wrrency depHCigHon . <hes Turbcey

dlgo faced Curppnt Quount deficit betort the Crigis, cimildr +o Thgjtand,
[t alfo gimilqry fingnce the deficit through investment ~ra Ving gap.
As the cdrrency depreciated  the inabilify 10 pay bg(x becomed fMMine st

The cage of Turkeq if perhapl the mott eimilar cafe t0 Thailand, miny/
the fixed exchgnge raft.

fn the case of Venezuela, magive dependency on ofl exporty led
to dutch digeare And laRge cyrrent account dedicit fing hee d by pyblic

tiraal defiat. The queernment borrowed rubdtantiajly , @4 the currenty

depwricidre, the JoVernment, fAmilarly, cannot repay the debt The ditferences
from AFC (5 that Jince the borrpwingl ot made by public; Hw governmens
print money o ~tpay debt, rerulting i hyper inflation. The problom haneHA | ety
had Jtarted Jince the dvop in oil prige in 201y AR leaving the gil-dependent

OUNTTY to fall Jhort of foreign exchdnge to Hhan(e impirts, reading iy
tven mow borrowing dnd WYvig Shortages .



3. Discuss the relationship between the Dutch disease and the Prebisch-Singer hypothesis. Do
you think that between 1991 and 2005 Thailand suffered from the Dutch disease and adverse
consequences as described by the Prebisch-Singer hypothesis?

Figure 1: An indicator of the Dutch Disease: (P*/P,)

Export-House price ratio (%)

300
250
200
150
100

50

1991 1902 1583 1984 1995 1606 1957 1998 1999 2000 2001 2002 2003 2004 2005

(—/_v C_,(ag 1 DUt D so~
\aagp—~ \ao~7

Page 4 of 5



[O

4. What are policy implications can we derive from Figure 2? How relevant is the Austrian
Business Cycle theory to the Thai economy?

Figure 2: Elasticities of Consumption and Investment
(Jan 2000-June 2017)
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In termr of credit and interert rate, an jncredse in Quditity of credit by
Ve will inCreare inyertment by 0.294 and congumption by 0,247, while an ingreqe
in tost of Credit (MLR) by 14 will hedyce inverrment bY gy gpg T
by 0.0%71-. The smalier elgrricity of congumetion and inveltment with regpect
40 copp of credit wmpared to gUgnrity of credit cuggeits that quantity of
1/ credit if more importint than the cort of borrowing. Therefore, in the condyct
of monerqry policy it 1f imporfant thyt the policy focurel oh the quailability
of credit rather than the coft of funding. Thil imeplicqtion 1§ Jupporied by the
fadt that there 10Nl $mall corretation between monetdry policy tuol (14 day
Repurchase rate) and mMLR thqt actuglly dffecre confumptidn and invegment.
In additlon, fince BeT tends t0 be in favour of managed exchange rufe, there i)
0 polity dilemmy that hinder the effectivener of monetary policy rhrough
interest rate and exchgnge rute chunnel, credit channel is thertfoke e anly
policy transmirtion channel (eff. Nonethelen, the dualdbiliry of ortdit wi
ill be terr efective if there i fowdemand for credit. Rusiners confidence
and consumer confidence aggin play An impgrtd ht. rofe in credit demand .
Therefore, it if Mot important that businerr rentiment and congumer confidence

to be mqintained uf a healry level inorder f0engure policy effectivenen while
+iming animol gpirit.



