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The objectives of this dissertation are (1) to assess the impact on the Thai
economy of the new round of negotiations of the World Trade Organization
(WTO) which necessitate tariff adjustments. This assessment is conducted by
means of a general equilibrium framework. (2) Additionally identified are
requirements for adjustment in this framework regarding major economic variables
at both the macroeconomic and sectoral levels.

In this study, a fifty-sector Orani type computable general equilibrium
(CGE) model was designed for assessing the impact of a tariff adjustment

program on Thai agriculture in particular and major macroeconomic variables
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in the Thai economy in general stemming from the new round of negotiations.
The CGE model was run using Gempack on the basis of data mined from the
Thai Input-Output Table for 2000.

Four types of closure Were assumed: (1) a short-run flexible exchange
rate scenario; (2) a long-run flexible exchange rate scenario; (3) a short-run
fixed exchange rate scenario; and (4) a long-run fixed exchange rate scenario.
The impact of each scenario is computed in three steps. First, the results of
Thai tariff adjustment are computed to show the direction of changes. Second,
results are computed for tariff adjustments for the rest of the world. Finally,
third, results are computed for the combination of the Thai and rest of the
world tariff adjustments.

For the flexible exchange scenario, the Thai baht must depreciate 14.91
percent in the short run and 15.16 percent in the long run to maintain a
constant ratio of trade deficit to Gross Domestic Product (GDP). In this
case, the deficit rose to 381,898.29 and 379,3797.00 million baht, respectively.
However, the GDP grew 2.02 percent in the short run and 1.37 percent in the
long run. Sectoral value added in all sectors increased except in regard to
textiles and dairy products. With the fixed exchange rates scenario, the trade
deficit in the short run and in the long run rose to 409,766.37 and 402,178.01
million baht, respectively. The GDP grew 6.51 percent in the short run and 4.84
percent in the long run. Value added in all sectors increased except in regard to

textiles, agriculture products, and livestock.
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The results of this study showed that continued economic growth can
be expected on the basis of each of the four scenarios provided that a relevant
exchange rate policy is applied. Such a policy would entail the depreciation
of the baht. If the exchange rate is fixed, then an increase in the trade deficit
will be expected with two provisos to the contrary. An increase in the trade
deficit would not occur if a competitive policy is adopted stressing Thailand’s
export capacity or if it is controlled by other restrictive measures, such as
through interest rates, strengthening infrastructure and improving efficiency
and productivity in order to remain competitively.

Finally, the results of this study suggest that there are net disturbances
following in the wake of the new round of WTO negotiations, which require

adjustments both in policies and in the structure of the Thai economy.





