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Thailand has been faced with the eonomic stability problem especially, current
account deficit for a long time.The study of determinig factors like , tariff policy, exchange
rate and foreign direct investment .will lead us to understand the causes of problems in
variousjaspect including the appropriate policy to cure this problem.

‘The study of current account was divided into two parts; trade balance and service
balancé .It was found that export structure changed from agricultural goods to industrial
goods "lince 1982. Import was very well explained by these independent variables. The price
and tariff elasticities of import were quite low. However,the income elasticity was high.As a
result, Thailand ' import depended highly on raw material and machinery goods. For service
balancq,lt was found that travel reciept is the most important combination of whole
reciept Investment income reciept .explained by value of outwad FDI in previous year,also
played jthe -2d most important role of whole service receipt.In case of Service payment
Investnjient income payment Explained by value of inward FDI in previous year ,was the
greatest proportion of the whole payment . As well , income variable can explain travel
payment for Thailand.

SNe can summarize that firstly, tariff policy employed to protect and improve the
structurjle of industry, was a cause of shortage in backward linkgage and technological
deveIofA:ment.So that, increasing in export led to incease in import.Secondly, exchange rate,
peggecj with main currency, can not explain most of dependent variables in model. However 1
accordilng to Marshall-Lerner condition and real effective exchange rate theory \we can

ajize that Baht should be devalued. Finally , inward FDI induced both imports and
exportslequally and raised service payment by boosting investment income, copyright and
tecnolopical fee.
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