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The Philosophy of the "Sufficiency Economy" and
International Trade

Nattapong Thongpakde et al.

ABSTRACT

Comparative advantage, which is a part of traditional international trade theory, can be
applied to the philosophy of the “Sufficiency Economy” as the moderation and rational interpretation
that nations should produce the products with relatively lower cost and more efficiency under their
best knowledge and practices. Similarly, the concept of “home market effect” from new trade theory
expressing that the tendency of countries to export products for which they have relatively large
domestic market to achieve the economy of scale also accords to the philosophy of the “Sufficiency
Economy”. A country could adequately produce staples for domestic consumption and the remain
can export to the world market,

The important feature of the globalization of production is the introduction of fragmentation or
vertical specialization in production. The product will be composed of varieties of components with
the lowest cost produced from countries around the world. Sourcing such a components is
increasingly important practice through the transnational companies. Engaged the globalization,
countries are widening open to trade with dynamic changing technologies. The new issues such as
human right and environment will be additional non-tariff trade barriers.

Open to trade may benefit country in many aspects such as spurring growth, adopting new
technology, improving welfare etc. however; it can contribute some disadvantages of risks and
instabilities. The instability of demestic and international markets effect both consumers and
producers. The important factors of risk are (a) price in the world market, (b) exchange rate, (c)
technological changes and (d) trade competition and changes in trading rules.

From the philosophy of the “Sufficiency Economy” to the compatible trade theory of
comparative advantage, the government should not initiate any intervention that create artificial
comparative advantages, such as protective measures and promotion of weak heavy industries. The
government shouid introduce mechanisms to foster dynamism of comparative advantage including
enhancing technological capability, developing permanent comparative advantage, promoting and
utilizing foreign direct investment for competitiveness and protecting environment for sustainable
growth. To alleviate impacts of risk and instability for international trade, it is imperative to promote
risk-hedging instruments for producers and traders, to set up appropriate price insurance
mechanisms for major agricultural products, to provide adequate information facilitating rational
investment, to train and educate labor force to be able to adapt to rapidly change in competitive
environment and to provide necessary safety nets.
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