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A Note on
Thailand’s Import Substitution Potentials

Porametee Vimolsiri*

Abstract

The crises in various regions in the 1990s and particularly the Asian Crisis in 1997
had led policymakers to search for new development direction which appropriately
prepares a country to integrate with the world economy in such a way that it gains the
benefits from integration and at the same time insulate the economy from negatively
affects of globalization. Thus a move towards domestic capacity enhancement policy has
emerged. One aspect of this policy is aimed to reduce import reliance. However, it is
different from the import substitution policy in early development period which relies on
high tariff protection since it emphasizes positive measures such as labor skill upgrading
and technology improvement. In Thailand, an interest in import policy is reflected in the
government policy and assignment given to various agencies. At preset, however, the
information on the potentials for import substitution is scarce, a least from policymakers’
point of views, although private sector seems to have some insider information. NESDB
has a preliminary investigation of expert opinion on this issue through an informal
consultation with government agencies and private sector. For 5 categories of import
namely capital goods, intermediate goods, consumer goods, energy and transport vehicles
(except cars), the results are as follow:

¢ Imported intermediate goods: there are high potentials for woven fabrics and
automobile parts; medium potentials for integrate circuit, television picture
tubes, steel, chemical and jewelry; low potentials for computer parts, metal
products and yarn.

s Imported capital goods, energy and transport vehicles: there are generally low
potentials.

e |mported consumer good: there are many items which are judged to have
medium potentials.

Information on this issue is much needed for effective policy formulation and
needs further investigation in details since products within each group or different parts of
a product usually have different potentials of development to replace imports.

12 December 2002

" Executive Director, Macroeconomic Office, Office of the National Economic and Social Development
Board (NESDB). The opinions expressed are those of the author and not necessary NESDB official
position.
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