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ABSTRACT

Assessing the Impacts of Telecommunication

Liberalization

Somkiat Tangkitvanich

and Taratorn Ratananarumitsorn

Thailand Development Research Institute

Telecommunications infrastructures are essential inputs
for a knowledge-based economy and social development.
However, the Thai telecom market is plagued with problems of

ineffective competition and poorly designed regulations.

Thailand has committed to liberalize some of its telecom
markets in 2006 under the WTQO’s Basic Telecommunication
Agreement. However, the degree of commitment was below the
regional and global average. There are also conflicting policies
for market liberalization. On the one hand, the country is engaged
in trade negotiations at multilateral and bilateral levels. On the
other hand, the government has created a new entry barrier by
charging an excise tax on fixed-line and mobile telephone

services.
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This research attempts to assess the likely impacts of
the liberalization of the Thai telecom market. To assess the
impacts of market liberalization, we proceed in three steps.
Firstly, the level of competition barriers in the telecom market is
quantified. Secondly, the impacts of the barriers on telephone
penetration are estimated and translated into tax equivalence.
Finally, the impacts of market liberalization are assessed based

on two simulations using a social accounting matrix (SAM) model.

In the first simulation, it is assumed that all existing
barriers, including the excise tax, are abolished. It is found that
market liberalization will contribute to a GDP increase of Bt 23.9
billion, or an increase of 0.47 percent. In the second simulation,
itis assumed that the telecom market is liberalized but the excise
tax is still in place. In this case, the GDP will be expanded by Bt
21.3 billion, or 0.41 percent.

Economic sectors that are big winners from the
liberalization include telecom, hotel, publishing, tourism, personal
and household services, restaurant, repairing services, banking

and financial sectors, beverage and entertainment.
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