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Summary of the paper 
• Main findings 

– Economic development is the development of productive capabilities. 

– The diversification and sophistication of Thailand’s product structure has been 

impressive. 

– Gains from the increase in economic complexities, however, have serious 

distributional problems – both at firm and regional levels. 

– Existing product structures determines evolution of firms’ product structure (path-

dependence and cumulative causation). 

• Policy implications 

– Focus on products that are close to the current set of productive capabilities –  

– Resource allocation should be improved , particularly through laggard firms 

catching up with frontier firms.  
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Excellent utilization of data but could be improved in terms of policy 

recommendations! 
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Comments 

• Other measures of export sophistication may yield different results–

Thailand’s export basket becoming less sophisticated may be able to explain 

the decline in long-term growth and competitiveness of Thailand’s exports.  

• The roles of foreign firms in export complexity: Thailand is a net importer of 

high technology. Therefore, product innovation may not happen without FDI. 

Also, locals may not get the benefits if technology transfer is not made.  

• Servicification of manufacturing: more productive services mean more 

productive manufacturing and vice versa. 

Future studies should include the interplay between export sophistication, foreign 

firms, and services in determining Thailand’s export competitiveness.  
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Comment 1 

 

By using other measures, Thailand’s export basket becoming less 

sophisticated may be able to explain the decline in long-term growth 

and competitiveness of Thailand’s exports.  
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In the long run, Thailand’s GDP growth is 

determined by export growth. 
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Thailand's Merchandise Export and Real GDP Growth 

(%, 1985-2016) 

Real GDP Merchandise Exports

Source: World Development Indicators (2017) 

  

1986-

1995 

2007-

2016 

Export growth 

(%) 23.2 5.9 

GDP growth 

(%) 9.3 3.2 
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Thailand’s long-term export competitiveness is at risk  
• Income elasticity of demand for Thailand’s merchandise, particularly manufactures, exports has 

dropped at an alarming rate. 

• That is, a 1% increase in world GDP results in smaller and smaller demand for exports from 

Thailand. 

• This explains the relative decline of Thailand’s export growth in the post-1997 period. What has 

happened to Thailand’s long-term export competitiveness? 
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Rolling regression estimates of export and import demand functions for Thailand 

𝑙𝑛𝐸𝑥𝑝𝑜𝑟𝑡 = 𝑐 + 𝜺𝒍𝒏𝑾𝒐𝒓𝒍𝒅𝑮𝑫𝑷+ 𝜋lnRelativeprice 



Trade Policy and Strategy Office, Ministry of Commerce 7 

Export growth decomposition 

Export growth is decomposed 

to investigate the root 

cause(s) of the problem. In 

particular, we will look at 

1. Export sophistication 

2. Export diversification 

3. Export survival 

Comparison will also be 

made between Thailand and 

China, Malaysia, Indonesia, 

the Philippines, and Vietnam 

Export 

competitiveness 

Sophistication Diversification Survival 
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Sophistication: Share in total exports by technology intensity 

Lall (2000) classifies products into Primary, Resource-based, Low-
tech, Medium-tech, High-tech products in SITC Rev.3. 
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Sophistication: Share in total exports by technology intensity 
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Thailand's Export Structure (%)

Primary products Resource-based

Low tech Medium tech

High tech Other tech

0
2

0
4

0
6

0
8

0
1

00

p
er

ce
nt

1
98

5
1

98
6

1
98

7
1

98
8

1
98

9
1

99
0

1
99

1
1

99
2

1
99

3
1

99
4

1
99

5
1

99
6

1
99

7
1

99
8

1
99

9
2

00
0

2
00

1
2

00
2

2
00

3
2

00
4

2
00

5
2

00
6

2
00

7
2

00
8

2
00

9
2

01
0

2
01

1
2

01
2

2
01

3
2

01
4

2
01

5

China's Export Structure (%)
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Vietnam's Export Structure (%)

Primary products Resource-based

Low tech Medium tech

High tech Other tech
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Malaysia's Export Structure (%)

Primary products Resource-based

Low tech Medium tech

High tech Other tech

Thailand China 

Vietnam Malaysia 

Share of high-technology 

exports of Thailand has 

recently dwindled 

The technology intensity classification follows that in Lall (2000) 

Lall (2000) classification of products by technological intensity shows that share of high-

technology exports has fallen over time for Thailand. 
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Sophistication: Technology content of exports 
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Source: Author’s calculation using data from UN Comtrade and Trade Outcome 
Indicators (WITS) 

  

Revealed technology content of non-oil exports 
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We can measure technology content of exports by using weighted average of GDP per capita of 

countries that export them. In this setting, Thailand’s export sophistication has stopped increasing 

and has been surpassed by our neighbours. 
Thailand = 
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Sophistication: human capital and physical capital content of exports 

Source: Author’s calculation using data from UN Comtrade and World 
Development Indicators 
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Revealed human capital content of non-oil exports Revealed physical capital content of non-oil exports 

By the same token, we can measure human capital content and physical capital content of exports by 

using average years of schooling and real physical capital per person of countries that export them. 

Again, Thailand’s export sophistication has been weakened. 

Thailand = 
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Sophistication: human capital and physical capital content of exports 

Source: Author’s calculation using data from UN Comtrade and World Development Indicators  

Revealed natural resource content of non-oil exports 

The drop in Thailand’s export growth in recent years could be explained 

by the relative decline in export sophistication – we need to boost our 

export complexity!  

Similarly, we can also measure natural resource content of exports by using, among others, arable land 

hectares per person of countries that export them (Shirotori, Tumurchudur, and Cadot, 2010). 

Accordingly, the natural resource content of Thailand's exports is higher than our neighbours and has 

been on the rise. 

Thailand = 
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Thailand’s export diversification is among the best 
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Thailand = 
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Thailand’s export survival rate is neither too high nor too low. 
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-Only 56% of Thailand’s export 
relationships (product-market) could 
survive the first year of exporting  

2000-2011 

Only 18% could stay for 

ten years or longer 

Source: Author’s calculation using 

data from UN Comtrade 

Source: Trade Outcome Indicators (WITS) 

2012-2015 
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Still 56% could survive the first year 
of exporting  

Vietnam has improved significantly 

Thailand = 
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Comment 2 

 

Roles of foreign firms in  

Thailand’s Export Complexity 
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Roles of foreign firms in Thailand’s exports 
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Non-MNEs 
83% 
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4% 
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number value 

MNEs constitute 

only 13% of total 

number of exporters 

but account for 

56% of total export 

value in 2015. 

About half of Thailand’s 
manufactured export 
content are foreign 

Source: OECD 

Foreign value added share of Thailand’s gross exports, 2011 

How can we 

integrate the role 

of foreign firms in 

the analysis of 

product 

innovation? 

The more sophisticated the product, the higher the value of foreign value added. 
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Comment 3 

 

Servicification of manufacturing 
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Services are increasingly embedded in manufactures. More 

productive services, therefore, mean more productive manufacturing  

Services contribute to growth of manufacturing. 

– Services as a glue and facilitator of GVCs. 

– Services as outsourced inputs in global value chains 

– Services as in-house inputs in global value chains 
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Foreign Domestic

Servicification of Manufacturing 

Source: OECD 

38 35 32 31 30 30 29 
27 

23 

31 

average 

Source: Trade in Value Added (TiVA) 2015 Database, OECD Source: United States International Trade Commission 

share of service 
value added in 
manufactured 
goods has 
increased from 
the already 
high levels.  

US manufacturing sectors that buy more business services 
record greater productivity growth 

Almost one third of 
manufacturing gross exports 
are from services. 
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Servicification of Manufacturing 
Decomposition of jobs embodied in gross manufacturing 

exports, by business function by industry, 2011 
Decomposition of services value added in world gross exports, by 

manufacturing industry, 2011 
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• Service productivity must be 

increased. 

• Data, data, data – service 

data are insufficient, 

fragmented, and largely 

undisclosed. 

Source: Global value chain development report 2017  

Source: Author’s calculation 

using data from Bank of Thailand 

Distribution and business services account for 2/3 of manufacturing servicification. Transport 
equipment, Electronics, Machinery, Utilities are relatively R&D intensive. 
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Can Thailand’s export structure be as 
sophisticated as Germany’s? 

Source: The Atlas of Economic Complexity 
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We can do it! 

Source: Bad Samaritans: The Myth of Free Trade and the Secret History of 

Capitalism by Ha-Joon Chang (2008) 
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Thank you 
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