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“A Comparative Study of Thailand’s Agricultural and Industrial Sector: Engine of Growth?”


As evidenced by Thailand’s GDP during the year 2008 to 2009, the subprime crisis in the US heavily affected the Thai economy through shrinking export demand. The situation casts doubt on using export as a growth strategy.


Unsurprisingly, export is Thailand’s engine of growth. Much of the attractive figures of GDP are thanks to the growing export sector. One of Thailand’s major exports is high-tech product which is highly income elastic. Thus, when the market shrank in 2008, GDP substantially contracted due to a remarkable low export order. In addition, the product itself is high in import contents. Meaning that a net value of the product would depends on the value of imported intermediate goods as well. Would it be better for Thailand to heavily rely on other products that are less income elastic and lower in import contents like those from the agricultural sector? Or If Thailand should switch to focus on the domestic demand?


Poonpatpibul et al.(2009) suggests that it matters for Thailand to export. Domestic demand is too small. Thus, the question of switching to focus on domestic demand gets a big no as an answer. However, I would like to keep things on the bright side and hope high for the agricultural sector to be Thailand’s ultimate hero.


For some people who have such a strong faith in Thailand’s agricultural sector like me, one question that worth asking is “Can Thailand rely on the agricultural sector to be its engine of growth?” Thus, objectives if this research are:


· To prove that the agricultural sector has a potential to be Thailand’s alternative engine of growth.

· To assess the potential of Thailand’s agricultural and industrial sector across countries.


This research is aimed to prove that Thailand can hope for the agricultural sector to be its alternative engine of growth. Comparative advantage of the agricultural and industrial sector will be assessed across commodities and countries. In order to prove the potential of the agricultural sector, expected outcome must show a greater comparative advantage in the agricultural than in industrial top commodities. If the research result is succeeded at proving the point, the usefulness of the findings would be greater for further studies. The research itself is only the first step of the process of supporting the agricultural sector and its improvement. If the agricultural sector is really Thailand’s best chance, then further studies should gear towards the topics of how to actually use the sector as Thailand’s engine of growth or how to improve the sector and use it as a buffer during the bad times.


On the contrary, if the research result shows otherwise, the rationalization of the result will turn into an assessment of the sector’s strength and weakness through presenting reasons for the sector’s survival in the world market. Thus, the interesting points for further research would be how to remain our positions in the world market with such level of comparative advantage or how to enhance our comparative advantage.


A number of economists questioned an ability of the export-led growth strategy to be a strategy towards growth for some developing countries. As mentioned in Jesus Felipe(2003), Thomas Palley(2002), Blecker(2002), ans Kaplinsky(2000) argued that the simultaneous adoption of export growth strategy of too many countries will hinder its positive effects on growth. Due to excess capacity and thus low prices, as well as limited demand, exports did not yield that much growth to the exporting countries. 


Thomas Palley(2002) suggested an alternative development strategy to focus on the domestic market, instead of exporting to foreign market. However, Jesus Felipe(2003) stated that export-led growth strategy is favorable as a growth engine. Part of the reasons is that trade allow the developing countries to experience the economies of scale. Moreover, it is possible to adopt both domestic demand-led and export-led growth strategy at once. The importance is lied on finding the right combination of both strategies. He viewed that there’s nothing wrong with both strategies but the real culprit is demand not supply.


Though the export-led strategy is favorable, I prefer Thailand to rely on the agricultural commodities rather than industrial ones, especially the high-tech products.


The research must present the comparative advantage of Thailand and its major trading partners over the top export commodities in two sectors; the industrial and agricultural sector. However, it requires more qualitative reviews of existing literatures. 

Research is designed in the following pattern.


Section I: Introduction

· Why is agricultural sector worth an analysis?

· What's the problems of the current development strategy?


Section II: Literature review on the export-led growth strategy

· Are there any alternatives to the export-led strategy, in general?

· What's the alternative for Thailand?


Section III: Assessment of agricultural and industrial sector

· Does agricultural sector has the potential to be an engine of growth?

· Discussion of indices and their limitations

· Compare the RCA and CEP index across commodities and countries.

· Comparative analysis based on the indices


Section IV: Further qualitative analysis of the agricultural sector

· to be determined based on the results from the indices

· If the indices turn against agricultural sector, further questions to be asked are



“What are the factors causing the sector to suvive for such a long time?”



“How to remain the sector’s status in world market?”


Section V: Conclusion
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