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Abstract 188855

“Direct Measures affecting to the Problem solving of the Continual
Balance of Payment Deficit of Thailand” Jutapak Harirakthamrong* Business
Economics, Business administration, Management Science Faculty, Suan Dusit
Rajabhat University.
Objective: The case of an economy with no recent deficits of payments and an increase in

its gross private claims on the rest of the world reflects an excess of aggregate domestic
saving over domestic investment. If the government’s fiscal position is in deficit,
private sector saving will exceed domestic investment. The allocation of part of
domestic saving to foreign assets presumably reflects the fact that investors find the rate
of return on these assets more attractive, at the margin, than investment opportunities in
the domestic economy. Methods: The provision of resources to the rest of the world in
the form of a buildup of net claims on nonresidents will, by and large, result in an
efficient allocation of the domestic economy’s saving as long as the buildup of net
claims reflects the operation of market forces rather than government policies designed
directly or indirectly to increase such claims.

Results: A current account strplus, v-hile reflecting entirely response to market forces,
may cause economic difficulties for a country. For example, a country with “Dutch
disease” experiences either a natural resource discovery or a substantial improvement in
the terms of trade for the natural resources sector. The expanding sector or terms of
trade gains lead to an improvement in the current account and an appreciation of the
exchange rate.

Conclusions:
The case of an economy with no recent deficits of payments and an

increase in its gross private claims on the rest of the world reflects an excess of
aggregate domestic saving over domestic investment. If the government’s fiscal position
is in deficit, privaie sector saving will exceed domestic investment. The allocation of
part of domestic saving to foreign assets presumably reflects the fact that investors find
the rate of return on these assets more attractive, at the margin, than investment
opportunities in the domestic economy. The provision of resources to the rest of the
world in the form of a buildup of net claims on nonresidents will, by and large, result in
an efficient allocation of the domestic economy’s saving as long as the buildup of net
claims reflects the operation of market forces rather than government policies designed
directly or indirectly to increase such claims.

Thus, for analyzing the balance of payments of country in persistent
surplus, one key consideration is whether government policies distort saving/investment
decisions and thereby bias the payments position of an economy toward a surplus. Such
distortions can take many forms. First, there are measures aimed directly at influencing
the current account. Examples are tariffs and quotas that limit imports, restrictions on
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payments abroad, and export subsidies and government procurement policies that give
preference to domestic producers. Moreover, an exchange market intervention policy
may be directed at deliberatelv undervaluing the country’s currency to achieve a current
account surplus. Finally, there may be measures that limit foreign acquisition of
domestic assets—a limitation that would tend to bias the financial account toward a net
outflow and thereby shift the current account in the direction of a surplus.

These measures may, in fact, not be successful in achieving a larger
current account surplus. Policy actions aimed at particular components of the balance of
payments will, over time, lead to offsetting movements in other components in the
absence of changes in the underlying determinants of saving and investment. In any
event, if a large and persistent current account surplus appears to arise from such
distortionary measures, the appropriate policy action is the reduction and eventual
removal of these distortions. If a persistent surplus remains after such measures are
eliminated, then the accumulation of net claims on the rest of the world would appear to
manifest the saving and investment propensities of the economy. If, in this case, one
were to identify the surplus as a problem, it would generally be necessary to establish
that private saving or government saving was excessively high or that domestic
investment was too low. It is considerably more difficult to arrive at such a conclusion
than to identify the previously enumerated distortions that relate directly to international
transactions.

A current account surplus, while reflecting entirely response to market
forces, may cause economic difficulties for a country. For example, a country with
“Dutch disease” experiences either a natural resource discovery or a substantial
improvement in the terms of trade for the natural resources sector. The expanding sector
or terms of trade gains lead to an improvement in the current account and an
appreciation of the exchange rate. This development tends to make other sectors of the
economy contract and is less competitive internationally. If the newly discovered
resources are expected to be depleted fairly rapidly and the gains in terms of trade to be
transitory, it may be appropriate to protect the sectors adversely affected. One way to
achieve this objective is through exchange market intervention to prevent or moderate
the exchange rate appreciation. The accumulation of reserve assets tends to insulate the
real economy from having to adjust to the short-run disturbance.





