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PREFACE

~ In response to the request of the Government of the Kingdom of Thailand,
the Government of Japan has decided to conduct a study on industrial sector
development in the Kingdom of Thailand, and enirusted the study to the Japan
International Cooperation Agency (JICA). JICA has sent to Thailand a study team
hea’déd by Mr. Akira Inoue, J apan External Trade Organization from January 31 to
March 30, and from June 1 to June 15, 1988,

The team had discussions on the study with the officials concerned of the
Government of Thailand and conducted field surveys in the study- related areas.
After the team returned to Japan, further studies were made and the present report

has been prepared.

I hope that this report will serve for the development of the industrial sector
in Thailand and contribute to the promotion of friendly relations between our two

countries.

I wish to express my deep appreciation to the officials concerned of the
Government of the Kingdom of Thailand for their close cooperation extended to the

feam.

September 1988

— A/

Kensuke Yanagiya
President
Japan International Cooperation Agency
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Introduction

This is the Final Report of the "Study on Industrial Sector Development in the
Kingdom of Thailand (First Year)", .

The Study is based on the Scope of Work signed in August 1987 by the
Department of Industrial Promotion (DIP), Ministry of Industry of the Kingdom of
Thailand, and Japan International Cooperation Agency (JICA).

JICA commissioned Japan External Trade Organization(JETRQO) and NKK
Corporaﬁon to organize a Study Team, and the study was conducted from January to
March of 1988. The first year of study focused on two subsectors and two products each
in both sectors, némely the mold and die indusiry(molds and dies for plastic/inolds and
dies for presses) and toy industry (pléstic' and metal toys/stuffed toys).

The field survey was carried out from January 31 to March 30 1988 and the
supplementary field survey from June 1'to 15. During these surveys, the Progress
Report was submitted to the Thai government on March 28. Meanwhile, the studies on
the other countries were conducted throﬁgh JETRO overseas offices.

The Report consists of five parts, namely; 1. Industrialization, . Mold & die
industry, II1, Toy industry, IV. Comprehensive program, and Appendix. Parts I to III
consist of the fact findings including other countries and the extraction of problems. Part
1V contains examinations and recommendations for a comprehensive program.

The JETRQ-NKK Joint Venture has organized the Study Team consisting of the
members listed below:

Akira INOUE Team Leader/Economist
' " (Senior Economist, Director, Dchlopment Survey
Project Group, JETRO)

Sadao SHIMAZU ' Deputy/Econoﬁﬁst
- (Deputy Director, Development Survey Project
Group, JETRO)

Chuji KIKUTANI Development Economist/Engineering Industry
' (Assistant Director, Development Survey Project
Group, JETRO)



Toshio INOMATA

Masahiro SHIMADA

Makoto NANBARA

Shoichi SATO

Hiroyuki TANAKA

Takanari SAWAIATA
Shire SUZUKI
Tsuneo KANBE

Soichi TAKAI

Development Economist/Export Promotion
(Assistant Director, Development Surv<:y Project
Group, JETRO) - :

: Ecdnomiﬁ/lndustxiﬁl Policy -

(Development Survey Project Group, JETRO)

Economist/Toy Industry S
(Development Survey Project Group, JETR()

Deputy/Industrial Engineer/Management
(Deputy General Manager, Maritime Development
Dept. NKK Corporation)

Econormst/\/[a.nagment -
(Manager, Maritime Dcvclopment Dept.
NKXK Corporation)

Industrial Engineer/Mold&Die (for plastic)
(Mechanical Engineering Consultant)

Industrial Engineer/Mold&Die (for press)
{Mechanical Engineering Consultant)

Industrial Engineer/Stuffed Toys
(Industrial Engineering Consultant)

Industrial Engineer/Plastic&Metal Toys
(Industrial Engineering Consultant)



Background, Objects, and Method of Study
1. Background a'n('ll Pérépective |

| . After the first oil ‘crisis,' the world econorhy entered a period of low growth,
Among the developing countries, the Asian NIEs and the ASEAN nations managéd to
achieve economic growth rates higher than the world average. The Asian NIEs increased
their exports of industrial manufactures, while the ASEAN nations increased exports of
crude oil and primary p_roducts. Each thus displayed remarkable performance. However,
~with the advent of the 1980s, the ASEAN nations were confronted with severe economic
CondiﬁonS'due to the plummeting price of primary products and crude oil and the resultant
fallin foreign currency earnings and rising debts.
~ During this time, Japan _énjoyed a reduction in the value of its imports due to the
fall in fuel pridés -and an increase in its exports due to its strong international
competitiveness. In 1986, it recorded a giant surplus on its current account balance of
US$86 billion. This caused severe trade friction with the western countries. As a result,
Japan was pressed with strong demands to change its industrial structure to one more
harmonized with the international econonty.

The ASEAN nations found themselves in severe straits due to the changes in the
'intcmationai'environment in the 1980s and made up their minds to promote their export
induétries as fast as possible so as to contribute to foreign currency earnings. With this in
mind, they have been promoting local industry and positively encouraging foreagn
investment in the same. '

On the other hand, Japanese companies and other foreign firms have been
speeding up the,1r direct investment in the developing couniries so as to deal with the
changcs in their domesnc industrial structures and the reorganization of the international
division of labor. They have been transferring their capital, technology, and know-how to
the ASEAN nations and thus contributing to industrial development there. These
situations in particular have been pressing Japan to play a greater role in this.

Since the 1970s, a horizontal division of labor has spread among Japan, the U.S.,
and the Asian NIEs, leading to a steady expansion of the trade in manufactured goods.
Once the ASEAN nations join in full measure, there will be a horizontal international
division of labor established in the entire Asia Pacific region. This will represent the
biggest structural change in the world economy in this century. That is, it will be a
structural change in the next center of development of the global economy - the Asia
Pacific region. | |



In Thailand, one of the ASEAN nations; the focus of the economy is Shiftir_{g from
agriculiure to manufa_ciuring. Since 1984, the manufacturing inc_lustﬁcs have taken over
first 'place in share of the GDP (gross domestic product) from agriculture, foréé@; and
fisheries. This shows the changes in the economxc structure wrou ght by the
industrialization program in effect since the 1960s. _

Thailand began its mdustnahzatlon with the estabhshment of the Industnal :
Promotion Act i in 1954, In the begmmng, _th1s centered on State-run emerpnscs but since
1960, it has- been powered by private enterprise and foreign: investment.

Tn the beginning, also, the mdusmahzatmn started with 1mport subsntuuon
pnmanly in the light industries, but it ‘was gradually spread to other fields as well.
Startmg in the early 1970s, the country began in parallel to work for export- onented
1ndustr1ahzat10n, but this proved to be 1nsufﬁcxently effective,

-~ Since 1977, export—onented mdustnahzatmn has been promote.d through an
emphasm on fostermg agro-based industries and expansmn of forelgn investment. In
1983, further supplementary measures were taken, with export ratlos bemg cleaﬂy
specified for export promotion pro;ects controls relaxed on forelgn cqmty parnmpatzon
etc. Recent Thai economic policies focus both on greater economlc cfflclency and
expansion of exports, i ' :

In the current sixth 5-year plan (1986 to 1991) 10 programs have been
established, with correspondm g targets to be achieved. One of thesc the "Productlon
Marketing and’ Employment Development Program", calls for i increase of export reveniies
throﬁgh diversification of agricultural products, promotion of "zigro—indu'str_ies,'and
promotion of export industries. ' ' | _

Government efforts to promote exports have led to relatlvely steady growth of
Thai exports. However, the economic growth continues to be led by domest;c demand, so
imports are continuing to inciease and the trade balance remains in the red.

Since 1985, signs of a change have begun to appear in the exports of Thailand. In
1986, while the exporis of the other ASEAN nations stagnated 'Ihalland increased its
exports by 19.6 percent corapared with the previous year - a good showmg In 1987 too,
it is expected to increase exports by over 20 percent. In particular, there was striking
growth in such traditional products as rice, tapioca, rubber and also textile producfs (first’
place in 1987), ICs (sixth place), canned marine produce (scventh place) fabrics (eighth
place), and other industrial manufactures.

This growth in exports of manufactured goods has been cbvcring 'fdr't_he fall in
export value due to the drop in prices of primary products since 1980 and helping
Thailand reduce its trade deficit. However, in 1987, an increase in imports of 'machinery
and raw materials for use by new investments there has increased the trade deficit.



- Starting from the second half of 1986, along with the appreciation of the yeh and
the hike in the value of the currencies of the Asian NIEs with respect to the U.S. dollar,
there was an increasing trénd' among corporations in Japan and the NIEs to look for
produbtion_bases in the ASEAN countries for labor intensive export products and the like.

In particular, Thailand offers political stability, promotional privileges for export-otiented
investrhent, relatively inexpensive labor costs, and other NIEs inducements, resulting in
soaring direct investment by Japan, Taiwan, and other couniries. Once these newly
established companies start 10 operate in the future, we may 'éxpect considerable growth in
exparts of industrial manufactures. '

Japan's Ministry of International Trade and Iﬁdustry has propounded a program
for positive assistance of other governments and companies in the Asian nations in four
fields since the fall f 1986, |

(1)  Improvement of infrastructure for expori-type industries

2) Overall technological cooperation in nurturing strategic export industries

(cooperation in fostering talent and marketing)

(3)  Invéstment, etc., for nurturing strategic export industries

(4)  Improvement in the tax systems, investment policies, etc,, of the

developing countries.

Japan has been cboperating in the past in various ways for the industrial
developmént of the developing countries, but the current project aims for the preparation
and proposal of a comprehensive program for the promotion of foreign currency
generating industries in the Asian nations.

That is, it aims at going beyond the identification of possible export industries and
intends to formulate and present a package for a means of policy and cooperation in all
related fields.

- In this study, we have assumed an emphasis on the market principle. The study
does not stop at saying certain industries should be able to export, but performs a positive
analysis to clarify the specific possibilities for production and export.

Another assumption is an international perspective. In the 1980s, reflecting the
evolution of the advanced nations to high-tech industries, there have been rapid changes
in the structure of relative supetiority in international trade. This has been causing changes
in the structure of the international division of labor as well. The current project attempts
to consider this and analyze the possibilities of export in the framework of international
trade. '

_ The Thai govcmmeﬁt, in particular the Ministry of Industry, requested cooperation
from the Japanese government afier this proposal was made. JICA dispatched a contact



mission in September 1986.. Upon the 'a"gree_ment" on the framework of  technical
cooperation, 2 short-term-exports were dispatchéd_ for 6 months beginning from February
1987. They prepared for the coming survey. The JICA sent a Scope of Work survey
mission to Thailand in August 1987 to. deliberate with the Thai government on the
industries and products to be surveyed. The industries and products decided on as a result

are given below:
Industries and Products to bé Surveyed
Industry ~ Product
1st yeai _ Engineering Industry - Mold and dies (for plastics)
' Mold and dies (for presses)
Toys ’ Plastic toys, metal toys,
Stoffed toys
2nd year Garment and Textiles*
Ceramics . Tableware and novelties
3rd year Furniture Wood furniture
Undetermined industry

Note: Industries and products from the second year on may be changed. - -
*Focus will be on dyeing and finishing processes.-

2. Objectives and Contents

The main survey of the first year is meant to survey the mold and die and toy
industries and formulate a comprehensive program for their development and for export
promotion.

In the formulation of the program, attention has been given to: .

_ [1]  Selection of the most suitable and practical plans through cofnpérison and
consideration of various alternatives, :

[2]  Presentation of as much detail as possible on the program objectives,
content, costs, schedule, effects, inhibit'ing factors, etc. '

3]  Presentation of the program divided into short-term and medium and long-
term parts. '



The specific items surveyed by the study have been set as the following based on
the S/W (concluded August 18, 1987):

ey

2

(3)

(4

&)

Summary of Selected Industries

a) - Current state of production items, production, trade, and companies

b) Investment, technical tieups, financing, tax system, promotion of
foreign investment _

Current State of Selected Industries and Manufacturing Factories

a) Manufacturing processes and specifications .

b) Technical level {guality control, etc.)

c) Product development (designs, etc.)

d) Corporate management (business managemcnt,-'capital
~ procurement, etc.) '
e) Sales strategies (market surveys, marketing, etc.)
f) = Relation with perip'heral industries (raw materials, equipment, etc.)
Survey on Export Markets By Product
a) Survey of supply and demand and state of imports in main
importing countries

b) Marketability of products in main importing countries
Preparation of Comprehensive Program for Development of Selected
Industries and Export Promotion

a) Institutions and policies

b) Improvement of technology

c) Product development

d) Sales strategies

e) Business management

1) Human resource deve]bpment

g)  Improvement of infrastructure of indusiry

Discovery of Japanese Companies Desiring Joint Ventures and Technical
‘Tieups in Thailand

a) Survey of companies for ventures or technical tieups

b) Preparation of list of companies for ventures or technical tieups

‘The main contents of the study have been set as the foolowing,



(1)  Engineering Ind'ustry

[1] Grasp of current state of t‘ne sclected industry -

Grasp the current state of the mold & die industry from key indicators and clanfy '
the state of imports in major markets and the deve}opment gap with compctmg countries
to provide indicators for making future promotion plans.

2} Field survey of various systems and infr'astructure‘fbrpromoting"said industry

~ Dig into current industrial promotion policics and problems in the same, the state
of preparation of the infrastructure supporting the industry, :and_'thé needs of the
companies (local, J épanese—afﬁliated, Japanese comp'anieé desiring to invest), and other
topics to provide indicators for proposing impro'veme'nts' and making a schedule for
implementation of same. As the method, use queStiOﬁnaires and interviews.

{31  Grasp of specific problems in the selected industry o
Select 10 to 20 representative companies from the industry and, based on field
survey, uncover problems in each stage from production to sales.

{4] Survey of export markets by product
Dig into division of 1abor/competmonlevaluauon and pmblems from the import
demand side and tie in with points for i 1mprovement

[5] Promotion of investment and technical tieups in said industry and ancillary
industrics
Uncover potential investors and their partners.

[6]  Preparation of a comprehensive program for promotion of said industry

Organize the specific problems found above, give.pﬁorities 0 and make a
scheduling for the same, and propose industrial promotion policy on the basis of the
above. For example, tax and financial measures for fostering industry and promoting,
investment promotion activities for foreign corporations, and support measures for
product development. |



(2)  Toy Industry

[11  Grasp of current state of the selected industry _
- Grasp the current state of toy mdusn‘y from key indicators and clarlfy the state of
imports in major markets and the devei_opment gap with competing countries to provide
indicators for making future promotion plans,

[2]  Field Survey of various sj}sfcms and infrastructure for promoting said industry

Dig into current industrial promotion policies and problems in the same, the state
of preparation of the infrastructure supporting the industry, and the needs of the’
companiés (Thai, Japanese—é\_fﬁliated, and Japaﬁese companies desiring to invest), and
other topics to prbvid'e indicators for p_ropoéin g improvements and making a schedule for
implementation of the same. As the 'rnet'hod, use questionnaires and interviews.

{31  Graspof spemﬁc problcms in the Selected industry _
Select 10 to 20 representative companies from the mdustry and based on field
survey, clarify problems in each stage from production to sales. Also, list priorities in

improvement measures.

(4] Survey of export maxkcts by product
Dig into division of labor/competltlon/evaluanon and problems from the import
demand side and tie in with points for improvement. Also, perform export marketing.

[5]  Promotion of investment and technical tieups in said industry and ancillary
industries ,
Uncover potential investors and partners.

[6} Prepﬁration ofa comprehensive program for promotion of said industry

. Organize specific problems obtained above, give priorities to and make scheduling
for the same, and propose industrial promotion policy on the basis of the above. For
example, tax and financial measures for fostering industry and promoting exports,
investment promotion activities for foreign corporations, support measures for product
development, and export marketing activities for overseas sales promotion. (surve'ys,
éxhibitions, dispatch of missions, etc.)



3. Methodology

The methodology of the study s as s follows:

(0

@

®

Advance Preparations in J apan

a) Coilecuon and analysis of existing mdtenals atid statistics in Jz apan

b) Preparation of detailed plan for field : surveys and work in Japan
c) Preparation of inception report and schedule of survey '

d) Preparation of questlon forms
Field Surveys

a) Explanation of inception report and discussions on survey plans
b)  Collection of information throngh interviews with related
organizations and deliberations on same

¢)  Survey of related companies and factories and on-site surveys

d) Questionnaire survey on related compames and factorics

Surveys of Third Country - :

a) Survey of third country markets

b) Survey of industries of competing countries’

c) Survey of past examples of industrial policies and export promotion
policies

Above performed by survey with written mateials and surveys comrmssmned
through JETRO overseas offices. ‘

@

Domestic Survey _

a) Summary and analysis of results of ficld surveys

b) Summary and analysis of results of surveys of third country

c) Collection and analysis of interviews with related companies in
Japan, on-site surveys, and questionnaire surveys

d) Grasp and deliberation of specific problems

e) Preparation of comprehensive program '

Of the above, (d) and (e) performed through dlscussmns w1th supportmg

members and experts.
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The specific content of the study was as follows:

(1) Interview & Factory Survey in Thailand

Local  Supplemental Main
_ Survey  Local Survey Counterparts
(Feb.-Mar. 1988)(June 1988)
System/Policy 34 8 Governmental organization, the
' industrial association, banks, etc.
Mold & Die Industry 54 12 Factories of mold & die related

industries, users, schools
Toy Industry 35 12 Toy factories, distribution related
' industries, designing and inspectional
organizations, eic.

(2) Survey by Questionnaire in Thailand (Feb.-Mar. 1988)

Mold & Die Industry ca 50 questionnaires by phone
Toy Industry 64 copies were sent; 23 answers received

(3) Survey by Questionnaire in Japan (Mar.-May 1988)

Cc_jmpanics Inquired Companies Answered Rate of Collection
Moid & Die Industry 671 92 13.7%
Toy Industry 167 36 21.6%

(4) Survey of the 3rd Countries (Jan.-June 1988)
Surveys on the following countries were entrusted to research institutes via
JETRO oversea offices. Others were implemented by documentary survey.

Mold & Die Indsuiry
Industry Survey of Competitive Country/Area ROK, Hong Kong,
Singapore
Toy Indusfry
Market Survey US.A.,, ER.G.

Industry Survey of Competitive Country/Area ROK, China

11



(5) Othiers o , _
' Other than the above-mentioned, documeﬁtary survey, statistical analysis, and
discussion among study team members and scholars in Japan were useful in the
comprehensive program. o
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L CURRENT STATE OF INDUSTRIALIZATION POLICY
1. Progress and Current State of Industrialization
1-1. Progress of ndustrialization

Thailand_'s. industrialization is considered to have begun with the establishment of
"Act on Promotion of Industries 1954", but only became full scale with the start of the
First 6-Year Economic 'Dcﬁelopment Plan, established in line with-an economic diagnosis
and recommendations by a World Bank mission in 1959.

Before that time, Thailand imported all sorts of manufactured goods, including
textile products, from Western Europe, particularly the United Kingdom. 1t could not
develop any-modern industry since it could not compete in terms of prices and quality and
thus only had some state-run enterprises and small cottage industries.

_ Today, more than 20 years after the start of full-scale industrialization, the added
value produced by the manufacturing sector accounts for about 20% of the gross domestic
product (GDP). Since 1984, it has surpassed even agricuiture. Up until the early 1950s,
there were only some 2000 factories (registered factories), but this rose to 16,000 in
1960, 50,000 in 1970, and 85,000 in 1986.

The process of industrialization in Thailand during this 40 year period, seen in
rélation to the economic development plans, from the viewpoint of changes in
industrialization policies can be summarized as follows:

1945-60: Period from the end of World War II to 1960, when a policy
- of industrialization led by the government based on the State
Enterprise Establishment Act (1953) and the Industrial
Promotion Act (1954) was adopted
1961-71: - Per_lod through the 1960s, corresponding to the first and
second economic plans which were drafted along the basic
guidelines for industrialization by the private sector and
industrialization by introduction of foreign investment which
was more recommended by the World Bank in 1959. Under
_the "Promotion of Industrial Investment Act 1960" and its
revision, the "Industrial Invesiment Ptomotion Act 1962", an
active policy to introduce foreign investment was taken, Asa
result, industrialization of consumer goods through import
_substitution has developed favorably.
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1972-76:

1977-81:

1982-86:

(1) Industrialization Based on State-Run Enterprises (From End of World War I1 to 1960)

The main reason why Thailand chose the course of industrialization through state-
run enterprises was that rapid induSttialization through private sector capital would have
in the end worked to the benefit of forclgn capital and overseas Chinese capltal rather than

Period of the thirddeveloptﬁent plan, during which there was
an increase in irhports of capital 'goods,' intermediate 'goods,
and raw materials due to the import substitution
industrialization and a resultant deterioration in the trade

balance. ~Together with the end of the Vietnam war demand . .. -

(1975), the global recession due to the oil crises, and other
external factors, it- become necessary to switch' to

- industrialization which would promote exports.

The “Industrial Investment Promotion Act 1962" was
revamped in October 1972 to be the “Investment Promonon
Act 19727, : ' '
Period of fourth dev‘élopmem plan, during which the
government regarded the introduction of foreign capital as an
important ‘policy and continued to promote the export
industries through the enforcement of the “Investment
Promotion Act 1977.” And further it decided to correct the'
overconcentration of income in the central region caused by
the previous industrializaiton pohcy and decided to improve
the industrial production structure, disperse indusiry to the
regmna] areas and estabhsh the required mfrastructurc forthe
Period of fifth development plan dunng which there was a
certain amount of progress seen in overall economic and social
development, but the economic growth rate declined,
employment was sluggish, the external balance deteriorated,
fiscal deficits increased, the gap among regions increased,
and other problems surfaced, thus requiring a reevaluation of
industrialization policies.

the relatively weak Thai capital. -

After the end of the Second World War, Thailand recommenced exports of rice.
With the Korean war and the subsequent boom in primary products, it enjoyed steady
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. growth in :e'x'ports of ‘products other than rice, such as rubber and tin, which hetped
support the postwar reCovéry of the Thai economy. However, after the boom brought
about by the Korean war passed, the prices of primary products plummeted, placing the
“Thai économy in difficult straits, the same position as other countries exporting primary
products. - | | ' o . o

'Bxports of ricé accounted for over 40% of the value of Thai's exports, but the
sluggishness of the market made export at the old exchange rate difficult. Up until then,
the government had applied an exchange rate of US$1=12.5 baht for rice due to its
foreign competitiveness, compared with the rate of US$1=21.5 baht for general exports,
but to deal with the new situation, it abolished the double exchange rate system and
applied the general exchange rate to exports of rice as well,

+ Thailand enjoyed a surplus on its trade balance for an entire century after opening
its doors to Western Europe (1855), except for a certain period during World War 1L In
1852, however, it regiStered' a deficit for the first time. The Thai government, recognizing
the need to increase exports and to industrialize, established the "State Enterprise
Establishment Law" in 1953 and adopted a policy of industrialization led by the

‘government. In 1954, it established the "Act on Promotion of Industries 1954" and began
to encourage industrial investment and establish systems for receipt of foreign capital,

" From 1953 to 1962, the gbvérnm’ent established over 100 state-run enterprises in

- the. fields of paper, pulp, Spinning', cement, sugar, hemp bags, etc. Government
investment accounted for over 50% of all investment in industry. However, the state-run
entcrpﬁses proved inefficient in operation from beginning to end and in the end merely
created more pressure on state finances.

The ‘establishment of the "Act on Promotion of Industries 1954" resulted in
designation of certain industries for promotion (in the beginning, metal products, sugar,
hemp bags, spinning, medicines, and ceramics and later other industries as well). These
industries were given special privileges such as abatement of import duties on machineries
and raw materials, protection by restrictions on imports of similar products, and
permission for overseas remittances of profits, and foreign affiliates were assured they
would not be nationalized. In this way, the systém for foreign investment was laid down
well, but problems in'impiem’entaﬁon, etc., prevented actual progress.

The "Diagnosis of the Thai Economy and Recommendations Thereon” by the
World Bank in 1959 recommended private sector led industrialization and positive
introduction of foreign investment and completely rejected the value of the state enterprise
led industrialization, The World Bank recommended that the government reduce its role in
Thailand's industrialization further than in the past, limit itself to preparing the social



c’apitil for industry, and leave economic dé\?elopment to the'e(:tiv'ity of private capital
(including fore1gn capital) based on the principles of profit and competmon

. Based on the. r"r'ommendatlons of the World Bank, the “Nanonal Development
Board‘__'_ Wa_s launched in 1959 and_ began _draftmg the first 6-year plan for economic
developmom (1961 to 1966). In the same year, the “Board 'o_f JInvestment” was
established. In 1960, the "Industrial Inves'tment Promotion Act 1960" was established,
thus preparing the environment for investment and introduction of foreign cipital:

(2) Prom_otior; of Iinport Subétitution Industries and Intr_odilction of Forci‘gnlnv'estment
(196110 1971)

- This period corresponded to the first 6-year plan for economic development
(January 1961 to. September 1966) and the second plan for social and economic
developmerit (October 1966 to September 1971). - | . |

_ The first development plan was drafted and executed along the lines of the 1959
World Bank recommendations. Reemphasis was placed on agricultural development and
similar emphasis placed on industrial development. As a result of the adoption of the
policy of private sector led industrialization, the old industrialization p_oii_ciés based on
state enterprises were abolished and the_ go?emmonf limited its role to the establishment of
an infrastructure for industry, such as the supply of electric power, transportation
systems,' and communication systems required for privatc sector investment in industry
and legal measures for the promotion of investment activities, -

The second development plan followed the. same bas:c line as the first plan
continuing the emphasis on agriculture and stressing the increase of industrial production,
particularly in the manufacturing sector. : - -

The "Promotion of Industrial Investment. Act 1960“ ‘was 4 revision of the "Act.on
Promotion of Industries 1954". It concentrated authonty for allowing investment in the-
Board of Investment (BOI), established in 1959, and aimed at promotion of both
domestic and foreign investment, but did not result in the amount of foreign investment
initially envisioned, so it was revised again in 1962, :

The "Industrial Investment Promotion Act 1962" formed the basis for Thailand's
industrialization in the 1960s, i.e., the 10 years up to 1972. The main points of the Act
were (1) priority to private enterprises (public enterpnsos were to avoid competition with
private enterprises), (2) promotion of import Substitution industries (through grant of
special privileges such as preferential tax measures for promoted companies), (3) positive
introduction of foreign capital (throogh permission for land holdings, liberalization of
overseas remittances of principle and profits on investments, etc._)'
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. From 1960 to 1970, the manufabturing industries displayed a high growth rate of
11.2% a year (compared w1th a gtowth in the GDP of 9.67% and agriculture of 6.01%).
The share of the manufacturmg industries in the GDP rose from 12.5% 10 15.9% and the
~ number of factories increased from 16,000 to 50, OOO rising about three-fold. These may
. be said to have been quite- good resulis. _

At the foundanon of Thai's industrialization was the textile industry. This was
promoted as an import substituting industry during the first economic development plan
. and later aided the growth of modern indusiry in Thailand, Further, regardless of the rate
of achievement of the second development plan, there was smkmg growth in the private
- sector, as représented by the manufacturing industries. -

The reason why Thailand was able to achieve such success in the early stage of its
. i‘ndusn“ial'iza't_ion.was that there were external factors working to its advantage, i.e., the
- direct demand and indirect effects of the Vietnam War demand throughout this period.

- The contribution of the Vietnam war demand rose gradually from the 0.32% in 1962 to a
. peak.of 4.21% in 1968, Further, a 10% increase in the Vietnam War demand was
- considered to have had.the effect of increasin_gdomeétic consumption by 4.2% and -
investment by 2.6% and spurring imports (5%).

- Attheend of the 19603, demand for rice, rubber, tin, and other primary products
retreated and pﬁces:fcll. Further, there was a sharp rise in imports of capital goods and
materials due to the prdrnOiiOn of import substitution industries, These factors led to
unpr_écedented trade deficits. : Unfortimatcly, the Vietnam War demand began to drop at

this time and dropped to almost zero in the following year 1976 when the Vietnam War

came to an end. It therefore became necessary to reevaluate the industrialization policy as
- are based on domestic demand rather than war demand.

(3) Promotion of Export Industries Using Domestic Materials (1972 to 1976)

~ From 1969, the Thai écohomy deteriorated. In addition o the reduction in the

Vietnam War demand and the plummeting prices of primary products worldwide, there
were problems in the industrialization pi‘ograms which followed in the 1960s.

| The import substitution industrialization policies of the 1960s focused on

consumer goods for domestic demand, aimed the introduction of foreign capital as a

major target, and did not assume future exports. Thcrcfore, it formed an industrial

structure where progress in industrialization was accompanied by increased imports.

~ Further, the only foreign investments in Thailand were aimed at securing a share of the

Thai domestic market, so naturally the scale of production was small and the merits of

scale which result from mass production were not utilized. Protectionist measures such as
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high duties ensured a viable domestic market for the manufacturers but did not help give
- them price competmvencss on the international markets, A typlcal ex‘nnple of this was the
automoblle mdustry B ' '
Confronted with continually mcreasmg trade deficits, Thalland found it had to
~ promote the industries using domestic. materials- and furthet had to export not only
agricultural products, but industrial manufactures as well. '

Under this situation, in 1969 the government established: an mdusmahzauon
policy based on domestic materials, In 1970, it raised import duties and business taxes so .
as'to suppress imports and adopted selective measures for investment by forcign firms.

The third social and economic development plan was formulated and exccuted
against this background. The plan gave as targets for the industrialization program the
active use of domestic materials, the promotion of labor i m_ten_swe industries, local siting
of industry, promotion of domestic demand, promotion of industries able to produce a
surplus for export (for example, hemp bags, cement, cotton yarﬁ, garments, sugar,
building materials, tires, edible oils, etc.), and strengthening of international
competitiveness. On the other. hand, it also focused on the resolution of problcms in
financing systerns, taxes, and administrative services.

The rates of growth achievement by the individual sectors based on the third plan

- were almost all over the targets, with the growth rate of the manufacturing industries
exceeding the target of 8% with an average annual 11%. '

In October 1972, the "Invesument Promotion Act 1972" was estabhshe,d to take the
place of the "Industrial Investment Promotion Act.1962", There were two main revisions
which are as follows: S

[1] Promotion of export industries (exemption of import duties and business
taxes for imports of raw materials used for export products) '

[2] Reglonal dispersion of industrial locations (extension of special pnvﬂegcs
such as those on taxes for indusiries newly locatmg in spec1f1c regions, with the aims of
regional development, correction of the income gap between the urban and rural areas,
and promotion of agriculture-based industries) _ R '

However, after 1974, foreign investment dropped sharply and inve'stm'ent in
import substitution industries reached full circle. No progress was observed during the
period of the third plan with the policy target of "establishment of large-sized enterprises
by the private sector in petrochemicals, ferrous metals, food processing, and machinery".



(4 Reorganizaﬁon of Industrial Structure/Regional Location of Industries (1977 to 1981)

The fourth development plan took over the unrealized targets of the third plan and
called for quick recovery of business in the short term, eradication of poverty in the long
term, and promotion of equality in the econornic and social order.

The share of the agricultural sector in the GDP-in 1976 was 29.8%, while that of
the manufacturing industries was 19.2%. The fourth plan set targets for these shares in
1981 of 23.9% and 22.9%, respectively. This indicated that the government ranked the
industrial sector on an equal level with the agricultural one and sought to escape from
dependence on agriculture. ,

The main policy lines in this phase of industrialization are summarized below:

1] | Reorganization of industrial structure: The governmént aimed at the
reorganization of the industrial structure through priority promotion of basic industries,
agro-industries, and labor-intensive small- and medium-sized industries, and through
regional dispersion of industries. Toward this end, it devised measures such as
government capital participation in basic industries (ferrous metals, fertilizers, paper and
pulp, oil, etc.) and pfomotion of regional siting of industries which process agricultural
- products (throug'h' provision of facilities and granting of special privileges).

[21  Promotion of export-oriented industries and import substitution industries:
The government reviewed its incentives and special privileges and decided to promote
export-oriented industries through development of export markets, financial assistance,
and construction of export pro'céssing zones and import substitution for intermediate
goods and capi't'al goods through reforms of the tax structure, ete. (after reflecting upon
- the increase in imports of intermediate goods and capital goods due to the past import
substitution industries having succeeded in substitution of imports of finished goods, it
was decided to promote industries able to substitute the intermediate and capital goods).

[3]  Regional dispersion of industry: Measures were devised such as
application of special privileges under the "Investment Promotion Act 1977, the
applicatioh of low transport fees and power rates, the construction of industrial estates in
the regional areas and the expansion of the loan framework of the IFCT and SIFO for
regionally located enterprises.

[4] Reevaluation of state-run enterprises: The government promoted the sale of
state-run enterprises, except for the industries of tobacco, other mdnopolies, and
munitions, to the private sector and gave consideration to establishment of government
enterp_ﬁses for projects requiring massive capital investment, projects requiring advanced
technology, and resource development projects.
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The institutional ‘basis for industrialization after 1977 was provided by the
"Investment Promotion Act 1977" which provided. three incentive systems covering [1]
- generally promoted companies, {2] promoted enterpyises located in encouraged regions
~and [3]. export-oriented companies. Further, compared with the former-lnv_estment
Promotion Act, it more: stressed tax incentives on imported raw materials and laid
emphasis on export—onentcd industrialization.

The share of the agricultural sector in the GDP was rc—:duced from 29.8% in 1 1976
to the targeted 23. 9% in 1981 (nominal base) On the other hand, the share of the
manufacturing sector in the GDP increased from 19. 2% in 1976 to 20.1% in 1981 not
reaching the targeted 22.9%, but good enough to enable us to' say the target of
reorganizing the industrial structure during the 4th plan was realized. -

(5) Increase in Foreign Investment and Metamorphisis to a Quasi-Industrialized Nation
(1982 to 1986) . ' ' '

The fifth 5-year plan, which began from October 1981, presented as policy goals
the improvement of finances and the trade balance and the improvement of the production
structure and the elimination of poverty in the less dt_:velop'ed"regiOns, and.it'-aimed at
conversion of the Thai economy to one of a quasi-industrialized nation.

The sluggish growth in: the-world economy, the rise of protectionism; and the
slunip in the prices of primary preducts resulted in a decline in the economic growth rate
during the period of the plan from the 7% line enjoyed up until then to 4.9%. A
slowdown in growth was also seen in the manufacturing industries to 5.6%; resulting in a
rapid deterioration in the foreign balance and financial deficits. The foreign debt balance
as of the end of 1985 grew to US$14.7 billion and the debt service ratio reached 21.8%.

However, with the advent of the 1980s, foreign investment began increasing and
after 1983 scaled up favorably (Table I-1-1), thereby accelerating Thai's industrialization.
At the same time, the investment projects-grew in size, and there was relatively steady
progress in the attraction of export type and labor-intensive type industries.

While foreign investment tumbled once in 1982, after 1983 the advanced nations
took another look at investment in Thailand. This, plus effort on the part of the Thais,
resulted in an increase in major export-related investments and a shift of labor-intensive
industries from the NIEs. In particular, during this period, Japanese enterprises began
contributing greatly to Thai exports. Japanese investment in Thailénd began with
investment in import substitution industries in the 1960s and was followed, after a lull
due to the oil crisis, by a period of new investment in the export industries.



_ Due in 'par_t to the slump in the agricultural sector, the share of the manufacturing
industries in the GDP finally surpassed that of agriculture in 1984. A look at the GDP
(nominal base) by industry (1986) shows tHe_ share of agriculture, forestry, and fisheries
falling considerably to 16.7%, under the 20.6% of the manufacturing industries (Table I-
1-2). A look at the contributions to the growth of the GDP (1986) too shows the
contribution b'y the manufacturing sector at 30.8%, far higher than the 7.9% of agriculture
(Table 1-1-3). Detailed data for 1987, such as GDP structure by industry, the industrial

contribution ratio to GDP growth and so on are not publicized yet. According to
NESDB, 'fhe ac_tu'al GDP growth rate for 1987 was recenily accnounced to be 7.1%. The
gwoth rate in the agricultural sector was -2.5%, versus 10.2% in the industrial sector,
which indicates a more notable expansion of the industrial sector.

Looking at the trends in exports during the period of the plan, there was striking
growth in exports of industrial manufactures (Table I-1-5). Looking at the share in overall
exports, agrfcultural, forestry, and fishery produéts' share from the 52% in 1981 to
37.9% in 1986, while industrial manufactures rose in export value steadily every year
from the 35.8% in 1981 to 55.4% in 1986 (Table I-1-5). This data shows how quickly
Thailand's export industrialization proceeded during this period.

On the other hand, the metropolitan area, which accounted for 39% of the
country's production in 1970, continued growing until it accounted for 44% of the total
production in 1985, further aggravating the gap with other regional areas.

 Faced with the three headaches of trade deficits, fiscal deficits, and cumulative
'foréi gn debts, the government found itself with few policy options. With no prospect of
a recovery in the prices of primary products, the government had to strive to increase
exports of manufactured goods and, further, to attract investment in the export and labor-
intensive type industries to resolve the unemployment problem.
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Table I-1-1. Number of Applications for Investment to BOIL
and Value of Reglstered Capita! (Appllcatmn Base) o

Year  No.of applns.  Value of registered of which, foreign 'iﬁvefs&'nén't "
: - capital -
(100 mllhon bahts) No. of applns Value of regnstered capnal
(100 million bahts) ‘
1980 245 o117 N.A. - NA.
1981 265 179 N.A. © NA.
1982 200 50 N.A. 15
1983 341 : 103 N.A., .25
1984 - 376 : 122 - - N.A. . 41
1985 325 150 . N.A. - .48
1986 431 158 134 . 48
1987 1,057 572 639 _ 252
Note: "N.A." is marked where no data was publicized by Thal government.

Source: JETRO White Paper on Investment, each year
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_ Table 112 GDP Structure by ledustry (Nominal Base)

(Unit: 100 million bahts)
(% share in parentheses)

GDP Total 'Agribﬁltllre, Fofestry, Manufacturing Other Industries

and Fisheries

1950 256(100) 146(57.0) 32 (1.3) 78(41.7)
1955 395(100) 17 8(45.2) 50(12.6) 173(42.3)
1960 558( 1.0(_)) 214(38.9) 73(10.5) 271 (40..6)
1865 843(100) | - 324(38.4) 119(14.2) 400(47.4)
1970 1,359(100) 387(28.5) 217(15.9) 755(55.6)
1975 2,972(100) 941(31.7) 544(18.3) 1,487(50.0)
1980 6,849(100) 1,738(25.4) 1,345(19.6) 3,766(50.0)
1981 7.862(100) 1,879(23.9) 1,583(20.1) 4,400(56.0)
1682 8,461(100) 1,887(22.3) 1,647(19.5) 4,927(58.2)
1983 9,243(100) 2,044(22.1) 1,762(19.1) 5,437(58.8)
1984 9,916(100) 1,934(19.‘5) 1,968(19.8) 6,014(60.7)
1985 10,477(100) 1,983(17.4) 2,077(15.8) 6,417(62.8)
1986F 10,984(100) 1,830(16.7) 2,266(20.6) 2,888(62.7)

Note: For 1986, tentative figure

For 1987, not pulicized yet
Source: For 1950,55; ECAFE: Economic Survey of Asia and Far East, 1957

For 1960, 65, 70, 75; National Statistical Office: Statistical Yearbook

Thailand

For 1980 on, Bank of Thailand, Quarterly Review
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Table I-1-3. Contribution to Growth of GDP (Nominal Base)
by Industrial Sector

(Unit: 100 million bahts)

1985 Share(%) 1986 Share (%) Growih(%) Contribution

to Growth (%)
 Agriculture, forestry, 1,785 (I71) 1,830 (167 25 79
and fisheries _ | | | _ |
Manufacturing industries -~ 2,090 (20.1) 2266 (20.6) ~ 8.4 3038
Other industries 6538 (628 6388 (627) 54 613
Gop 10413 (100) 10984  (100) 55 100.0
© Net overseas revenue £409 o Ad26 o |
GNP 10,004 10,558

Source: BOI

Table 1-1-4. Main Ecohomic Indicators Du ring Developnllent' P]ahs (Actual)

1t 2nd “3d 4ih Sth

Economic growth rate {real, annual %)

{61-66) (67;71) (72716 (77-81) (82-86)

8.1 12 6.2 - 7a 4.9

Growth of agricultural production (annual %) 4.6 41 = 39 .. 35 2.9
Growth of industrial production (annual %)~ 102 9.7 86 8.7 5.6
Increase in exports of goodﬁ (nomiﬁallannual %) 87 o 4.1 140 200 76
Saving rate (%, nominal GDP) 26.0 204 - 246 226 18.2
Investment rate (%, nominal GDP) 254 241 236 26.7 227
Rise in consumer prices (annualgs) 23 1.5 12.5 11.6 2.1
Current account deficit (%, of nominal GDP) - 2.5 1.7 6.3 4.7
Fiscal deficit (%, of nominal GDP) 0.7 2.9 2.7 3.3 3.7

MNote:  For 5ih plan, figures for four years (1982 to 1985)

Source: NESDB
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1-2. Current State of Industrialization

Thailand's industrialization process in full swing began in the 1960s. The first
development plan was formulated, a foundation for industry laid, and domestic and
forcign private sector investment was promoted through the "Promotlon of Industrial
Investment Act 1960", as mentloned earlier.

(1) Growth and Production of Ménufacmring Industries and Changes in Export Structure '

In 1950, agricultﬁfe forestry, and fisheries accounted for 57% of the GDP and
the manufactunng industries for a mere 1.3%. In 1986, the share of agrlculturc, forestxy,
and fisheries fell to 16.7%, while the share of manufacturing industries rose to 20.6%,
making the manufactunng sector niore 1mportant in the economy than agrlculture This
may be said to have been considerably fast growth

The real growth rate in the manufacturing sector was considered to have been 4%
to 5% in the 1950s. From the first economic plan to the fourth plan, an average annual
9% to 10% growth rate was achieved, While the growth rate slowed down somewhat to
5.6% in the fifth plan, the sector continued to grow at twice the speed of the agricuhural
sector in both periods (Table 1-1-4). _ '

A look at industrialization according to the trends in the composmon of added
value in the manufacturing sector by industry (Table I-1-7) shows that three industries,
food, beverages, and tobacco, accounted for 60% of the total a’dded value in the
manufacturing sector in the 1960s, but fell to 30% in 1985. In particular, the share of
food, including rice polishing, fell from 42% in 1960 to 15% in 1985, a remarkable fall in
importance. As opposed to this, the textile industry, includin g garments, rose
considerably in share from 12% in 1960 to 27% in 1985 to surpass the added value of the
food industry. . ‘

A look at the composition of added value by types of goods shoWs the share of
consumer goods falling from 77% in 1960 to 56% in 1985, and conversely the share of
intermediate goods rising from 16% to 24% and capital goods rising from 7% to 16%.

However, these changes primarily occurred in the 19603_. From 1970 on, there
were no rapid structural 'changes such as seen in the. 1960s. In any case, there was a
striking fall in the share of the consumer goods industries from‘_thé 1960s through the
1970s, but the share of intermediate goods and consumer goods grew in the 1960s and
then slowed down in the 1970s. The basic structure of Thailand's industry today was
formed by the import substitution industrialization of the initial stage of ‘industrialization
and was fairly consolidated by around 1970.
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... Alook at the export structure too shows  the export value of manufactured goods
bemg less than 1% in 1960, but rising steadxly to 4% in 1970 and 22% in 1980 thus
: dlsplaymg strong growth in the 1970s, and reachlng 55.4% in 1986 and 58 89 in 1987
(Table I-1-5). Exports of mdustnal manufactures in the 19605 were pnmanly comprlsed
of sugar, other foods, and other plocessed primary products but starting in the 19705
_ Thaﬂand was exportmg textiles and in the late 1970s was exporting other diverse items as
well. In addmon to textiles, it was exporting garments, plastic products cement, glass,
and radlos In the 198{)s it began exporting ICs and sharply rising amounts of jewelry,
textiles and garments and canned marine produce Table I-1-6 shows the trends in the top
10 export items in recent years.

(_2) S_tructure of Thai Industry I_ndicaed by the Nnmbér_ of Factories

~ When lookmg at the development of Thai industry, the trends in the number of
factorles registered with the Ministry of Industry are rich in suggestions. However, these
stans_ucs are derived from the registration system under the Factory Law, so it is not clear
whether the factories concerned ever started operation, are currently in operation, or
invested the amount of capital as registered. Further, they do not allow one to obtain a
grasp of the state of veryl small factdries, which are not obliged to register themselves .

{(Note) Article 5 of the Factory Act of 1947 stipulated that all factories in industries
designated by ministerial ordinance and having machines with a total of 2 hp or
more or seven Of more employees were obligated to register themselves, but there
are many business establishments of a smaller size which are thus not obliged to
regi_stef. |

- The cumulatlve number of reglstered factorles in Thailand rose from 1,154 in
1947 to 16,007 in 1960, 50, 535 1n 1970, and 85,480 in 1986 - growing by leaps and
bounds (Table I-1-8). By 1ndus!:ry, as of 1978, rice polishing factories accounted for over
half of all factones, i.e., 55% (Table I-1-9),

In 1969, the new Factory Act was _established, but since the classifications of
industry are not the same as in the old law, it is impossible to obtain an accurate grasp of
the trends in the industries. However, the following may be pointed out.

The main industries in the early 1960s were mostly primary processing industries
such as rice pelishing, flourmaking, and lumbering, with production of traditional
consumer goods being predominant. In _the latter half of the 1960s, somewhat more
advanced industries began to appear, such as wood products, metalworking, jewelry
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processing, ca'stings, and metal plat'irigw Next, in tﬁe 19703; théife was an inc'reaso in the

number of factorles cngaged in auto asscmbly and repalr engine rcpa:r and. parts

producnon processmg of plastw housewares and durable consumer goods In tho 19803, ‘
there was a smkmg risc in the number of factories producmg capltal goods, such as metal

products general machmery, and transport machmcry In 1984 factories producmg

capital goods accounted for 34% of thé number of regxstered factones (Table 1-2-7), not

mcludmg nce polishing factories. Somc factories were also startmg produc,uon of
precision 1tems such as ball beanngs In thls way, the Ievcl of mdustrxahzanon has been

becoming more and more advaniced. ' '

Looking at the number of factones (registered factones as of 1979), excluding rice
polishing factories, by the number of employees and roglon 64% of ali factorles were
small-scale, i.e., cottage mdusmes ‘with less than 10 employees, and 93% were small-
sized factories with less than 50 workers. Only 1.2% of the factories were large size with
over 200 workers (Table I- 1- 10). Small- sized factories are predormnant in Thailand and
this structure of the manufactunng mdustry is very mmﬂar to the ono in Japan Nearly
70% of the factories located in Bangkok were smalI mze wuh less than 10 workers a
higher tatio than in any other reglon As opposed to this, in the 1ndustnahzed provmces
near Bangkok 45% of the factories had less than 10 workers, a lowcr rate than ‘other
reglons “and 17% were medium- and large-scale with over 50 workcrs (4% in Bangkok)
hlgher than in other regions. This is due to the fact that geographlcal factors make
securement of factory sites in Bangkok difficult, and furthcr the government has ‘adopted
a policy of d:spersmg mdustnes outward resultmg in Iocanon of Iargc*mzcd factones in
the nearby provinces. '

* A look at the regional distribution of factories shows that as of 1’986,‘_a’b‘out 39%
of the factories were located in the central region (20% in Bangkok), 17% in the North,
36% in the East, and 8% in the South, with factories thus concentrating in the regions
around Bangkok (Table I-1-11). However, a look at the number of factories excluding
rice polishing factories shows 70% located i in the central rcgmn and as much as 43%
concentrated in Bangkok (Table I-1-10). :
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Table I-1-7, Share of Manufacturm ¢ Value Added by Industml Subsectors

" -at Current Market Price
(Umt Miilion Baht)
. (%)
Industrial : o : o

Subsectors -~ 1960 1965 - 1970 1975 1980 . 1984 1985 " 1986
Food processing 1,881 3,044 4,967 11,216~ 18,216 = 26,673 27513 26690
(3145 (@L76) (23.18) (2229 {(13.85) (13.81) (1338) . (11.93)

Beverage S 643 1,14 2,224 4,034 10919 16965 20,016 ~ 17,876
(10,75) - (11.52) - (10.38) (8.02) (8.30) 379 = 979 (7.99)

Tobacco 8§79 1,194 1,984 3,929 7,985 11,879 12,086 12,869
(14.70) (12.46) (9.26) (7.8 {6.07) (6.15y. . (588} - (5.7%)

Textiles 160 359 1,705 4,622 11,808 12,007 13,194 13,753
: (268 (.75 (7.96) 9.19) (8.98) 622) . (642) (615
Wearing apparel 266 321 1,148 3,577 14,178 27,566 - 31,036 34,235
. 445 (3.3% {5.36) (7.1 (10.78)  (14.28) (15.100 - (15.30)

Leather products 119 131 137 214 48 - 910 1,244 1,813
(1.9 (@370  (0.64) {0.43) {0.37) 047 {0.61) {0.81)

Woodandwood - 289 565 - 597 - 1,952 3,206 3,242 3,241 3,081
products 483 (5.90) {2.79) . (3.48) (2.44) (1.68) (1.58) (1.38)
Furniture 88 113 316 577 1233 1965 2,024 2,130
. (141 (118" (4n (11 (0.94) (1.02) (0.98) (0.95)
Paperandpaper 24 28 161 238 1,653 2,118 2244 2,470
products 040 (@©29 - (0.75 {047 (1.26) (1.10) - {(1.09) (1.10)
Printing and © 132 214 552 1,982 2,993 © 33873 4,012 4,101
publishing 221y (223 {2.58) (394 - (2.28) T{2.01) (1.95) (1.83)
Chemicals and 121 613 1,509 2,743 9,170 14,386 16279 17265
chemical products(7.04) - (6.40)  (7.04) {5.45) (6.97) (745) (1.92) (7.72)
Refineryand . 264 626 1,622 4,930 14,534 16,784 18,674 30,950
refinery producis@.41)  (6.53) (.57 (9.80) {11.05) (8.69) (9.08) (13.84)
Rubber and 224 246 359 875 3,062 3447 - 3232 3,013
wbber products (3.75)  (2.57) (1.68) (1.74) . (2.33) (1.79) {151 " {1,35)
Non metallic — —_ 1418 2,639 8,561 13443 14,345 15,022
_ (6.62) (5.25) (6.51) (6.96) (6.98) (6.72)
Basic metal 17 9 227 745 2,943 2328 2,876 2424
0.28) (0.09) (1.06) (1.48) (2.24) (1.15) (1.40) (1.08)

Metal products and 206 778 508 1,196 2,684 3416 3,934 4,214
machinery (3.44) (3.12) 237 (2.38) 2040 017D 1.9 - (1.88)
Elec. machinery 27 32 314 663 3,148 4,460 4,364 4,826
andappliances (045)  (0.33) (147)  (132) (239 23D .. (212) (216
Transport and 242 308 1,078 3,585 11416 20,651 17,436 17,355
equipments 405 (321 (5.03) (1.13) 8.68) (1070 {8.48) (1.76)
Miscellaneous — — 507 8§93 3,431 1,171 7.898 9,697
products @37 A’ @) (37 (3.84) (4.34)

TOTAL 5,980.36 9 583.95 21,432.54 50,309.80 131,52592 193,087.66 205 551.80 223 688.29

Source: Nationa{ Accounts Division, NESDR
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Table I-1-8. 'Trends in Number of Registered Factories

Year  No.of Registefed Factories

1947 1,154
1950 1,561
53 2,006
55 2,528
57" 10,409
1960 16,007
63 27,337
65 38,458
67 43,420
1970 50,535
75 44,135
77 49,817
78 60,296
79 N.A.
1980 N.A.
81 80,195
82 85,906
83 91,223
84 93,505
85 85,055
86 85,480

Note: NA means figures did not appear in domestic
source materials. _
Source: Factory Control Division, Ministry of Industry
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Table I-1-9. Number of Factories by Main Industries (1978)

No. of Factorics

Share (%)
(in Bangkok) : o
Rice Polishing B 33,066 (155) 550
Flour Making 289 (@ 48
Engine Manufacture and Repair 2,100 (519) 3.5
Lumbering o 2,091  (654) 3.5
Metal Products - 2051 (1,798) . 34
Printing and Publishing ' o 1,537 (1,342) T 2.5
Auto Repair | %41 (427) 1.6
Chemicals (Plastic household products, containers, etc) 918 (820) 1.5
Automobile and Auto part manufacture and assembly 841  (474) 1.4 .
Metal materials for construction L_i_ﬁf: ' 738 (545) 1.2
Textiles , 0 Gs8) 1.2
Rice Flour Foods (bread etc.) ' 623 (260) 1..0
Gravel and other materials for C.bnstr'uction use 586 (42) 1.0
Fumniture _ 586 (-298) ' 1.0
Tcemaking o 504 (44) 03
Others | 9,998 (5,214) 16.6
TOTAL o 60,296 (12,954)  100.0

Note:  This is the latest data which includes the number of Rice Polishing

factories,

Source: Factory Control Division, Ministry of Industry
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Table I-1-11. Regional Distribution of Registered Factories (1981 to 1986)

1981 1982 1983 1984 1085 - 1986

Batire Nation 80,197 85996 01223 93,505 85055 85480
' (100.00) (100.00) (100.00) (100.00) (2100.0'0) (100.00)-
Central Region 12782 35496 37,416 38,803 32,866 33,059
_ (40.88) (4127) (4102) (4150) (38B.64) (38.65)
Bangkok 17470 19269 19981 20432 17,171 16661

(QL78) (2241) (2323) (2185) (21.19) (1949

Industrialized Provinces 3,573 3907 4296 4,696 3971 4332
near Bangkok (446) (458 (500 (515  (4.67)  (5.07)
Other Central Region 11,739 12320 13,139 13,675 11,724 12,040
(464 (1433) (14400 (1462 (13.78) (14.09)

North - 12,815 13,617 14,656 14971 14,339 14,445
| | (1598) (15.90) (1607) (16.01) (16.86) _'(16;90:)

Northeast 27,178 29,098 31,107 31,394 30,582 30,718
(33.39) (33.89) (34.10) (33.57) (35.96) (35.94)

Souwh 7,500 7,731 8,044 8,327 7,268 7,280

(9.35)  (8.99) (8.82) (8.91) _ (8.55) (8.52)
Note: The indusi:rializcd provinces near Bangkok mean Samut Prakern, '
Pathumthani and Nonthaburi, all of which are small in ared..
Source: Factory Control Division, Ministry of Industry
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1-3. Current Economic and Social Dévelopment Plan
1-3-1. Featﬁres and Structure of New Plan

Since the start of the flI‘St plan, a quarter of a century has passed. During this
time, the economy has grown atan average annual rate of close to 7%. As a result, the
GI_)P has increased 20-fold or so from the 55.8 billion baht of 1960 to 1,098.4 billion
baht in 1986 and the per capita_income has risen from 2,100 baht to 20,266 baht, a 10-
fold increase. Education has'éprcad throughout the country and health services are
extended throughout almost the entire nation as well.

The sixth 5-year plan for national economic and social devetopment (October 1986
to Scptember 1991) followed upon the fifth 5-year plan, which ended at the end of
Scptember 1986, In its formulation, consideration was given to the results of past
development, the increases in the foreign deficit and fiscal deficit, the slowdown of
economic growth, the slump in employment, the expansion of the disparity in
de\'?clopment atﬁong regions and other emerging problems. The new plan gives priority to
improvement of the foreign balance, aims at expanding employment rather than the
growth rate, seeks to diversify industry with an emphasis on marketing rather than
expanded producnon, promotes down to earth industrialization centered on the use of
resources rather than heavy 1ndustncs, and gives priority to small- and medium-sized
projects rather than large-sized projects. In this way, it turns away from the emphasis on
quantity-wise expansion of the past and rather seeks to coordinate industry so as to
improve quality. '

Further, the sixth plan moves away from the old vertical arrangement of plans by
different agencies and takes an approach based on problem fields so as to enable more a
flexible response by the various agencies.

And, it has both economic targets and social targets.

The economic targets are the maintenance of an average annual growth rate of 5%,
increased employment, fair distribution of income and improvement of the economic
balance. During the plan, it is expected that the supply of new labor will rise to over 4.1
million workers and the foreign balance and fiscal balance will both have to be urgently
improvcd. The projected 5% growth rate is lower than the 7% growth achieved up to the
fourth plan, but considering the slowdown in the growth of the world economy, the
slump in prices of primary products, rising protectionism, and other changes in the
external environment, it may be said to be fairly ambitious (Table I-1-12).

With the average annual 5% growth rate, the government aims at creating
employment for 3.9 million workers in the next five years. The agricultural sector is

1-23



Table I-1-12, Macroeconomic Indicators of Sixth 5-Year Plan of National -
Economic and Social Dévélopment

4th plan

© Sthplan  6thplan

{actual) {actual) - .

Real GDP growth rate (%, annﬁa_l ratc)” | - 71 o 49 30
Agriculture, foresu'y,_ and fisheries 3.5 _' 29 '-2.:9
Manufacturing industries &7 56 66
Mining o 101 65 64

.E'lectric ﬁower , 11;7' . 80 6.1
Construction : 9.5 3.6 5.1
Services | B 82 56 5.3

Real inc;rease' in démand {(%. annual rate) L o o

* Consumption | B 6.3 44 4.0

~ Private sector 55 4.6 37

Public sector 10.2 36 53
Investment | 10.0 .2 5.8
Private sector 86 06 . 81
Public sector o 129 24 1.0

Growth in exports of goods and services (%, 'valile base) - 9.0 9.9

Growth in imppr_ts of goods and servicds (%, value base) - _ 33 9.3

Growth in exports of goods (%, value base) 20.0 ' 7.6 - 10.7

Growth in imports of goods (%, value base) 24.8 2.9 9.5

Trade balance (current prices) ' o |
Average annual deficit (billion bahts) 450 573 35.9
Share of GDP (%) | 7.7 5.9 27

Current balance _ o S |
Average annual deficit (billion bahts) 37.4 368 11.8
Share of GDP (%) 6.4 38 0.9

Ratio of fiscal deficit to GDP (%) 3.3 37 21

Rise in consumer prices (%) | 10.6 2.7 2.3

Increase in population (%) - 1.7 1.3

Source: NESDB
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expected to grow by 2.9%, the same as in the fifth plan, but the government is targeting
for a growth rate in the industrial sector of 6.6%, higher than the results (5.6%) of the
fifth plan. It has high hopes for both the construction industry and manufacturing sector
(Table 1-1-12). This fits in with the recent growth in domestic demand, led by private
capital investment, and the good export performance. The government has raised its target
for exports from the current 7.6% to 10.7% and hopes to thereby improve the trade
balance and current .account deficit. '
The social targets are the continued prombtion of social development, the
. qualitative imprO\icmént in the national lifestyle, and the elimination of regional disparities
in developm_ént ahd thus the ensurement of peace and fairness. '

" To achieve these goals, three strategies are considered necessary, namely,

. improvement of the efficiency of ‘develoment, reorganiz.ation of the production structure
and a suitablé'régional distribution of income and prosperity. Further, 10 progréms have
- been established under the plan as the means for executing these strategies.

Improvement of the efficiency of development, the first strategy, means for
example the improvement of human resources, use of science and technology, improved
management of the public sector, and other improvements in the efficiency of
- development means and organizations. For this strategy, six programs are established,
one each for macroeconomic management, human resource development, development of
.-science and technology, resource and environmental development improvement of the
administration of development, and improvement of state enterprises.

Reorganization of the production structure, the second strategy, means the
diversification of production and markets to dispersé risks, the reduction of production
. costs, improvement in the quality of goods and services, and emphasis on marketing for
- improvement of the infrastructure and production structure so as to withstand international
-competition. This includes two programs, one for production, marketing, and

employment and one for improvement of basic services.

~The third strategy calls for distribution of the fruits of development fairly among
. the people so as to raise the feeling of social fairness. This strategy includes two
programs, one for devclbpment of urban areas and special zones and one for development
of regional areas. .
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1-3-2. Macroeconomic Management Program

"The main policy tasks of the sixth plan aré (1) elimination . of the external deficits
‘and fiscal deficits, (2) promotion of savings, (3) di've’rsificatzion of the production
structure, (4) creation of employment, (5) increase of income and reduction of regional
disparities, and (6) development of natural resources and protection of the environment.

The macroeconomic management is aimed at the formation of fiscal and'rfi'nancial
measures to cha_nge the production structure so as to enable achievement of growth over
5%, absorptioh of the increase in the labor supply (creation of employment for 3.9 million
workers), and stabilization of the economy and finances. In particular, consideration is
being given to development of key fields such as exports and tourism,

As for savings, they have not been sufficient up until now to cover investments.
In particular, there was a marked drop in the savings rate during the ﬁffh 'plan‘(fr‘om 23%
of the GNP in 1980 to 20.6% in 1981, to 18% in 1983; and. 17.9% in 1985). The reason
for this was the growing urbanization and accompanying increase in consumption in the
private sector and the recession, a nafrow.tax base,"low price elastiéity, and resultant
shortage of tax revenues in the public sector. To eliminate this shortage in savings, the

-plan sets targets for economization in personal consumption and targets for savings rates
(average 23.7% of GDP in sixth plan as opposed to actual 18.2% in fifth plan) and calls
for improvement of the capital market, fostering of institutions providing long-term
financing, and improvement of the tax structure. - ' '

Regarding private investment, the plan enivisages a total of 1200 billion baht
investment during its term (17.5% of GDP). To realize this, it proposes '( 1)
encouragement of investment into key fields such as export industries, ‘agro-i'ndustrics,
and tourism, (2) formation of and assistance to producer organizations, (3) COordination,
reinforcement, and assistance to marketing and production, (4) coordination of the tax
system for export promotion, i.e., through corporate taxes, business taxes, duties, etc.,
(5) improvement of the financial system, (6) adjustment of the level of domestic interest
rates, (7) raise the ratio of net worth of companies, (8) impfovement of financing and
fiscal systems, (9) encouragement of private investment into public sectors such as
transportation, communications, agriculture, development of marine resources, energy,
education, and public health, and (10) encduragement of capital and management
participation from private sector to the state-Tun enterprise sector.

The plan assumes a savings rate in the private sector of 21.4% of the GDP and
an investment rate of 17.5%, for a savings-investrﬁent gap of 3.9% (surplus savings), |
and a savings rate and investment rate in the public sector of 2.3% and 7.4% respectively,
for a savings-investment gap of 5.1% (surplus investment). The growth rate of
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investment in the private sector is assumed as 8.1% and in the public sector at 1%, thus
being high in ﬂlc‘pﬁvate'sector and low in the public. Overall, much is expected from
© activity in the private sector. The government has taken a much clearer stance toward
_shifting to a role as a coordinator. . =
Regardhlg improvement of the tax structure, an overall reevaluation is being made
from the viewpoint of increasing. g.over'nment reveﬁues; ensuring fairness, and promoting
investment. In particular, the current business tax system has inhibited production and
created economic strains and complexity. In consideration of this, an ad valorum tax
sy‘stcm'is being introduced. A single tax rate will be applied and export goodé will be
exempted. For import duties, the tax system is being reevaluated .taking consideration of
efficient protection of domestic industry, production, and consumption. The tax drawback
system is being adjusted to enable rebates according to 10 table coefficients.

1-3-3. Production, Marketing and Employment Development Program

This program aims at the reorganization of the production and marketing structure
to deal more efficiently with the fluctuationsin the global economy' and trade.

One of the problems is that the structural changes in world trade have had a large
minus effect on the export and production of traditional agricultural produce of Thailand.
These traditionﬁl_agﬂcultural producfs are rice, tapioca, sugarcane, tobacco, rubber and
maize. These alone account for 70% of all exports of agricultural, forestry, and fishery
products and 50% of all production. The rate of increase in production of these traditional
products has gradually falien from 7.2% to 4.7% and 1.3% in the third, fourth, and fifth
plans and is expected to be only 0.5% in the sixth plan. Further, the export price of these
crops fell by 7.7% in the fifth plan. The basic reasons for this have been the improvement
in the rates of food sclf-éufficiency in other countries, changes in preferences, technical
innovations, etc., resulting in changes in the demand structure. This indicates that
Thailand will soon nio longer be able to depend on exports of such traditional products.

- As to trade in industrial goods, there are trade barriers in the U.S., EC, and other
advanced markets and problems with the ability to pay in developing countrics. Exports to
Thailand's main markets, the U.S., Japan, the EC, and the ASEAN nations shrank in
share from the 69% of the fourth plan to 66% at the end of the fifth plan. Further, the
exports are limited to primary products and canned marine produce, artificial fl'm#ers,
toys, etc., with not much progress being made in diversification of the same.

- There are severe problems with unemployment and poverty in the regional areas.
In 1984, there were about 390,000 completely unemployed workers. This is projected to
swell to between ’?()0,000 and 800,000 by 1991. Further, it was estimated that there were
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some 3.8 million seasonally unemployed workers in 1984 and anofher 11 million partially
unemployed workers. Most of these concentrated in the. agricultural sector and,
regionally, in the Northeast. . L

To deal with these problems, this program establishes three targets and four
strategies: The three targets ars as follows: - - ;

[1]  Reduction of the deficit on the- trade balance and the deﬁcn on the current

account balance within the term of the plan to 2.7% and with a 0.9% ratio to the nominal
GDP (actual figures for fifth plan were 5.9% and 3, 8'%')' For this porpose, -export
revenues will be increased by 9.9%, somewhat higher than the results for the fifth plan
and tourist revenues by 7.4%. : L ‘
, [2] Creation of employment for 3.9 mllhon workers durmg thc plan SO as to
ease unemployment. Further, reduction of employment in the ag‘multural sector from
70% to 65% so as to ease the seasonal unemployment and partlal unemploymont in that
sector., - ' : '

{31  Elimination of poverty in the rchonal areas and income dlspantlcs

Further, the four strategies are as follows: :

[1]  Establishment of a production system for sales (convcrsmn to productxon
for aggresive sales and improvement of quality) - ' BIEE '

[2}]  Diversification of production (prov1s_1on of information; iﬁcludin’g alist of
199 promising products, research and development, and technical training)

[3]  Marketing development (marketing research and development, information
systems, quality control, diversification of markets, public relations and advertising, etc.)

[4] Administrative reforms for marketing and: production (rcov'aluation of
incentives policies, establishment of public information system) '

Further, the budget mentions 14 subprogiams for these four strategies (Chart I-1-
1). Below, a more detailed look will be taken at the main strategies. -

First, for creation of employment, the plan calls for diversifying production and
promoting structural changes so as to assist the absorption of the increasing supply of
labor. The sixth plan lists five industries as important, namely, agro-industries, the
metalworking industry, service industry, regional lndustry, and small- and medium-sized
industries. ' . :

To increase expoit revenue, it is necessary to diversify 'agn'culmral produce and
promote the agro-industries and export industries. The plan calls for an increase in export
ability and provision of the required facilities and public services for reducing investment
costs in these areas. The government will be p'roviding assistance in the marketing
required by small- and medium-sized export compames and in expenscs for obtaining
export-related information.
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Chart I-1-1, Sub-Programs for Production, Marketing,
- and Employment Development Program

Production, Marketing, and Employment Development Program

1, 'Sfrategj} of
production for
~ sales

() Planfor -~ . .
development of
producitn for sales

(2) Plan for
-adjustment of

- agriculturat

_production .

(3) Technical
development in
agriculture

{4) Plan for
development of
agro-industries

2. Strategy of
diversification of
production

(1) Plan for .
diversification of
production of

- goods .

(2) Plan for
development of

. backward

" agricultural regions

(3) Plan for
development of
metalworking

- industry
- (4) Plan for

promotion of
regional and small
and medium sized
industries

(5) Pian for _
improvement of
tourist facilities and
services

{6) Plan for

_ preservation of art

and culture

3. Strategy of

marketing
development

(1) Plan for
diversification of
eXprots

(2) Plan for
promotion of
tourism

4, Strategy of
administrative
reforms

(1) Plan for
assistance to
agricultural
production

(2) Plan for
administrative
reforms-and for
reevaluation of
incentives policies

- Note: No mention is made of industries other than the metalworking industry in that
- these are not the focal points of the sixth plan. The sixth plan does, however, give
five industries as important: agro-industries, the metalworking industry, service
- industry, regional industry, and small and medium sized industries, in view of the
" four standards of labor intensiveness, use of regional resources, use of simple
technology, and eradication of regional poverty.
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The plan also calls for promotmg serv1ce mdustrtes such as tounsm flnancmg,
and insurance to help generate foreign currency and increase employment The
government will be workmg to preserve and develop tourist sites in the regmnal areas and
to improve the quahty of local handicrafts and souvenirs. ' S

To increase the income of farmers and create employment the plan calIs for _.
diversification of agmcultural production and mdustnal production. In parttoutar, in the
agricultural sector, it calls for increase of family re\tenue through diveréification of
cashcrops and the introduction of _]omt tivestock raising and forestry production,

For dwer31ficat10n of industrial productlon the plan calls for increasing income
and employment by encouragmg four key 1ndustnes, namely, agro- 1ndustr1es, the
metalworking industry, regtonal industry, and small- and medtum~sxzed industries,
selected with reference to the four standards of labor intensiveness, use of regional
resources, use of simple technology, and eradication of regional poverty. To encourage
the 1nduslnes, consideration is being given to tncentlves, human resource development,
supply of information and designation of strategic industries. :

For the metalworking industry, it is considered neéessary to proceed step by step
to form "layers” of the industry. The outermost layer consists of final consumer- products
Most of these are now being supplied dOmesncalIy thanks to the development of impost
substitution industries. The next layer is comprised of the parts industries or supporling
industries. The parts industries could produce the neceséary partsl domestically once a
certain level of demand was secured. The next layer required for the parts industries is the
metalworking industry and then the machinery industry and electrical machinery industry.
It is these industries (metalworktn g machinery and electrical machmery) which are to be
promoted in the sixth plan. In the seventh plan, it will be necessary to promote the casting
and forging 1ndustry layers. '

In parncular to achieve the goal of export promotlon the plan calls for listing 199
product groups and exploring the possibilities for development of the same. The
standards for listing are (1) products making large use of domestic resources and which
already have a certain market domestically and overseas and (2) products with a high
ripple effect which lead to supply of raw materials to other industries, lead to creation of
employment, etc. Most of the products selected are agricultural, foreéti'y, and fishery
products so while export diversification is époken of, there is still an emphasis on primary
products. However, of the 199 products, 38 are industrial goods such as footwear; toys,
jewelry, garments, canned marine produce, canned fruit, furniture, plastic products, steel
pipes, artificial flowers, wood products, tile, and other intermediate goods.
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1-3.4. Strides Taken to Asian NIES

The Thai economy has continued-at the top of the ASEAN nations. The GDP
“growth rate in 1987 was 5.6%, far larger than the 3.5% of 1986. In 1988 too, growth of
5.8% was projected and continued economic growth based on exports is expected.

One of the reasons given for the success of Thailand is t_he diversification of its
industry. Thailand has made progress in its transition from an agricultural orientation to
manufacturing and services and, in particular, has promoted its export industries, agro-
ind_ustries-and intcrmedia_te goods’i'ndustries. In terms of the share in the GDP, the
manufacturing industries have already pulled ahead of the agricultural sector. Japan and
the Asian NIEs are pursuing global strategies to deal with rising production costs and this
isleading to eXpahsion and growth for Thai industry. - '

. Foreign investment marked striking growth in 1987 reflecting the increasing
importance of Thailand as a production center. There were 1,057 aapplications for
investment to the BOI which in. 1987, 2.45 times of 1986, with the aggregate registered
capital of 57.2 billion baht {3.62 times of 1986), of which 25.2 billion baht (5.21 times of
1986) were the investment by foreign firms. The share of the foreign firms in the total

. new investment increased to 44% in 1987 from around 32% before that year. (Table I-4-
1). Applications in 1988 are expected to be as high as in 1987, according to financial
- sources,; and more increase of investment from Japan, Taiwan, Hong Kong, Singapore
and Korea is likely anticipated. _ _ E .

Thailand is making large strides toward becoming the fifth Asian NIE in the
changing intermational economic environment representeéd by Asia NIEs‘ prompt
progress, revaluation of Japanese Yen, acceleration of international division of labor and
such.



2. State of Ii_ldﬁétrial Promotion Policies
2.1, Higtory and Current Status of Industrial Promotion
2-1-1. General

Thailand's ‘industrial poliéie_s- began with the establishment of the Act on
Promotion of Industries 1954 and the National Economic Development Corporation
(NEDC). To 1mp1ement the pohc:les the Board of Investment (BOI) was launched. The
aim of the policies was to suppress imports of consumer:goods and to promote 1mport—
substitution type industrialization so as to reduce the deficits on the trade balance due to
the deteriorating markets for primary goods. And as part of the program of assimilation
of Chinese in Thailand, they also aimed to convert the commercial capital-oriented attitude
into an industrial capital-orien’téd one and thus to assimilate the Chinese-into Thai society.
Under the law, the government took the lead in pi‘omo_tionz of industiy_ and established
state-run enterprises for handling tobacco, sugar, hemp bags, paper, and the like. On the
other hand, there was no progress seen in investment from the private sector, both
domestic and foreign, due to the complexity of procedures; efc. R

Thailand began shifting to industrial promotion based on thc private sector after
1958. The government limited its role to the establishment of social capital and
infrastructure for industrialization and sought to promote industrialization based.on the
market mechanism, as recommended by the World Bank. It established the Industrial
Investment Promotion Act in 1960, which resulted in major changes in its public
enterprise policy. ,

In the early 1960s, ‘Thailand raised its import duties and considerably hberahzed
its investment policies, resulting in an increase in investment by foreign companies in
Thailand that were avoiding tariff barriers and seeking the privileges accorded under the
law. Progress was seen in textiles, home electrical appliances, automobiles, and other
import-substituting industries.

Starting in 1972, the powers of the BOI were sﬁengtheﬁed, and it was given the
authority to decide on the period of exemption of corporate taxes and on special duties.
Furthermore, in 1977, it was decided that the Prime Minister would take the position of
chairman of the BOI, thus clarifying the role of the investment incentives of the BOI in the
industrial promotion policies. '

In the 1980s too, investment promotion measures are being taken by giving
investment incentives to export-oriented industries and regionally located industries.
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- ‘The current sixth 5-year plan lays stress in the industrial promotion policy on (1)
promotion of small- and medium-sized industries and regional industries, (2) promotion
of export industries, and (3) promotion of engineering and agro-industries. This does not
represent any basic, major change from. the. fifth S-year plan, but to increase the
effe_ctiircness of the measures taken, the old system, in which the planning agency,
_NESDB {(National Economic and Social Development Board), took a hand in planning in
all fields, was changed to one in which the NESDB would present the respective agencies
with macroccouonﬁc targets only for development, basic strategies for development, and
main themes. .Thcreforc, the respective agencies in charge were responsible for the
formulation of sp;ccific development plans and main projects for each sector. Below, a
summary will be given of the current state of indusirial promotion policies of the BOT and
the Min_istfy of Industry, which are the main agencies for industrial promotion, fiscal
policies, and financial policié,s.

Note: The urban area comprises 6 provinces; the remaining 67 provinces are
. generally referred to as rural regions. A cléar definition is not given of the
engineering indusiry, Itis widely referred to as the machinery and metal
- processing industries.

2-1-2, Industrial Promotion Policies of BOI

, The BOI, organizationally speaking, is part of the Prime Minister's Office. It is
chaired by the. Prime Minister and sub-chaired by the Minister of Industry and is thus the
highest policy-making organization in the government. Thailand has adopted the policy
of promoting industry through domestic and foreign investment by the private sector 50 as
to reduce the fiscal burden. The BOI has the authority to provide abatement of corporate
taxes and ;bus_ineés taxes and to give protection from competing tmports. It is separate
from the Ministry of Finance, which has jurisdiction over finance and taxes, and the
Ministry of Industry, which controls manufacturing and the rest of the industrial sector.

As of February 1988, there were 6 sectors and 123 indusiries encouraged by the
BOIL Minimum investment scales, export ratios, equity ratios, and other ancillary terms
have been clearly set down for each industry. The number of industries enconraged can
be increased when necessary, and industries may be deleted from the list when judged no
longer to require encouragement (for details, see section on foreign investment policy).

A look at the relationship among the 3 main targets taken up under the sixth plan
and the,promotion-polic:ies of the BOI shows: [1] small- and medium-sized enterprises
and regional industries, [2] export industries, and [3] engineering and agro-industries.
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The policies of the BOI that proved most effective were those for the promotion of export
industries. The toy induétry is target_ed as one of the major export-oriented industries and
is rapidly expanding its export levels, Thai and the other ASEAN ﬁation_s have found
themselves in an advantageous position vis-a-vis exports due in part to current global
economic conditions, but at the same time, it is an undeniable fact that the im’ré'st_m'f_:nt
policies of BOI have won high regard, thus contributing to the rush to invest in Thailand.
As for promdtioh of regional industries, the 4 regions préviously designated by BOI as
special zones for promotion of investment (1 city and 2 districts in the North, 1-city and4
districts in central Thailand, 1 city and 1 district in the Northeast, and 1 city and 1 district
in the South) were given further tax privilcgés, but the_re'havc been no visible effects from
this. In 1986 and 1987, a steady increase in investment was seen, so in September 1987,
BOI adopted a policy of attempting to prevent overconcentration in the 'métropolitén
region and to promote investment in the regional areas by designating all provinces, even
those not included in the previously encouraged regions. AS for encouragement for
investment in the regional areas (level 3), BOI has reduced the incentives for projects
located in the metropolitan area (fevel 1) and regions adjoining the metropolitan area (level
2), thus taking the stance of emphasizing regional development. o

In terms of measures for promotion of small- and medium-sized enterprises, BOI
reduced the minimum investment level for BOI's investment promotion from October
1986, in particular reducing the minimum for export industries from Sto 1 million baht.

To promote engineering industries, including the mold and die industry, BOI
established a project team in 1985, prepared a list of local metal and machinery related
companies, and began introducing them to foreign companies that were searching for
joint venture partners. Further, it recognized incentives for indirect exports of the mold
and die related industry and other supporting industries not oriented to direci exports, thus
striving to nurture the engineering sector, a peripheral industry whose position in the
industrial structure was unbalanced. '

2-1-3. Industrial Promotion Policies of the Ministry of Industry
Organization

The Ministry of Industry is in chargc of the industrial sector and the manufacturing
field. The structure of the Ministry of Industry is given in the attached table.- Leaving
aside sections governing special industries such as petroleum and energy, it comprises 4

departments and 1 secretarial office. ~Of these, the Mineral Resources Department,
Industrial Standards Institute, and Industrial Works Department provide guidance,
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protection, and supervision of the related industries and factories from their respective
standpoints. The IEPD (Industrial Ec'onomi_c and Planning Division) plans and drafts
industrial policies for the a_tit‘o_mobile industry, textile industry, etc., from the basic
viewpoirit of industrial promotion, coordinates related government agencies, and executes
policy. The DIP (Departiment of Industrial Promotion) deals with technical and business
guidance, including financing, for small- and medium-sized enterprises.

Promotion Policies

A good example of the industrial policies taken up by the IEPD relating to the 3
strategic sectors of the sixth 5-year plan is the policy of conversion to domestic
pro'duétion of automobiles and auto parts, which falls under the category of the
engineering sector. This policy was taken up by the Automobile Development Committee
(ADC), comprised of the Ministry of Industry, BOI, and other related government
agencics, after the expiration of invesiment incentives handled by the BOL Tt wasnota
new plan based on the sixth developmcnt plan, However, it stands as an important policy
for promotion of the engincering industries as it meets the guidelines of the 3 strategic
sectors, i.e., use of domestic ra.w materials and labor intensiveness.

The policy, like the investment incentives of BOI, is heavily protective of the
indu_s_tﬁes, calling for extension of prefereﬁtial treatment to specific companies while
promoting the industries. However, while the BOI has devised special measures for the
promotion of supporting industries thréu gh measures such as the extension of incentives
for indirect exports, the Ministry of Industry has not taken sufficient steps to help
promote formation of a more advanced industrial structure, in which multi-level policies
such as by industry or by scale of enterprises are required.

The central organization providing assistance to small- and medium-sized
enterprises is the DIP. The DIP, however, concentrates on technical guidance and
management guidance to individual firms and is behind in organization and policymaking
for Comprehensive promotion of related industries. A look at the mold and die industry
shows that molds and dies are handled just as part of the activities of MIDI, which is
primarily a research, education, and training institute. There is no section established
'spccifically for the promotion of the mold and die industry. For toys too, there are
various sections and staff handling the toy products according to whether they are made
of plastic, 'fab'ric, wood, or other materials, but there are no comprehensive programs
laying stess on technical or design guidance and no system for promotion of the toy
industry as whole.
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The IEPD is not taking ahy_spéci_fic steps, for the profnotioh of small and medium
enterprises and regional indus’tr_ies, but is leaving matters to the DIP, The division of
work in the Ministry of Ii_]dustry= is not necessarily clear, but one may say thai the main -
task of the DIP inherently is considered to perform the promotion of small- and medium-
sized enterprises and regional industries, so the drafting and exec'ut_io_ri of policies above
the old level of provision of technical and business guidance to cottage industries and
small- and medium-sized enterprises may be said to be expected as one of its roles.

Chart 1-2-1. Organization Chart of Ministry of Industry

MINISTRY OF

INDUSTRY S
e — Industrial Policy Board |
— Admin. Offices| '+—{ Mineral-Resources Dept. | "= Industrial Estate
: — : Authority of Thailand | |

-1 Industrial Economics &

Planning Div.
— Petroleum Industry Div} t—| Industrial Works Dept.
— Energy Industry :

Development Div. _ _
—i The Sugar Institute' ' 1 Industrial Promotion i = Off-Sho_re Mining

: : Dept. ' Organization
1 Basic Industry . - : _ —

Development Office
| Provincial Industrial ! Thai Industrial. | L} Petroleum Authority of

Offices (60) Standards Institute { Thailand _

—{ Foreign Relations Div. |
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Table I-2-1. Breakdown of Budget by Function
(Unit: Million Baht, %)

FY1987 FY1988

Budget %pfcv._ year Budget % prev. year

Agriculture - 16,504.0 Al.8 18,128.5 9.8
Mining and Industry - 687.0 A49 708.3 3.1
Transportation and 10,373.6 Al4 12,2614 18.2
- Communications _ :
Commerce and Tourism - 9895 - 268 1,209.1 22.2
- Science, Technology, . 810.6 A16.9 972.3 19.9
Energy, Environment . :

' Education 42,772.0 4.3 45,376.4 6.1
Health and Sanitation - 10,051.0 3.0 10,934.7 8.8
Social Services = . 8,478.1 - 19.6 9,008.8 6.3
National Defense =~ 44,878.2 0.6 47,045.8 4.8
Domestic Security 9,086.1 3.2 9,838.6 8.3

- Administrative Services 25,272.6 - 6.5 28,270.3 "11.9
Debt Service 56,097.2 19.8 59,746.6 6.5
Provisional Investment Budget  1,500.0 — 0 —
TOTAL 227,500.0 . 7.5 243,500.0 7.0

Budget by Ministries
(Unit: Million Baht, %)
FY1987 ' FY1988
Budget % prev. year Budget % prev. year

Central Fund 23,219.2 121 24,037.5 3.5
Prime Minister's Office '1,608.8 1.0 1,916.4 19.1
Ministry of Defense 39,155.5 1.0 41,150.3 3.1
Ministry of Finance 57,547.3 18.6 60,894.0 5.8
Ministry of Foreign Affairs 1,066.0 3.3 1,165.4 9.3
Ministry of Agricultural 15,762.5 A1.0 17,158.9 8.9

Cooperatives :
Ministry of Transportation 9,696.2 Al3 11,532.3 18.9

and Communications :
Ministry of Commerce 605.1 10.6 705.3 16.6
Ministry of Home Affairs 22,310.1 3.1 23,908.8 7.2
Ministry of Justice 663.8 A0.4 704.6 6.1
Ministry of Science, 1,233.3 A6.6 1,543.6 25.2

Technology, and Energy
Ministry of Education . 35,629.6 4.5 37,660.5 5.7
Ministry of Health 19,5251 2.7 10,323.6 8.4

Ministry of Industry §58.0 1.4 1,017.5 18.6
Ministry of Universities 5,426.4 2.6 5,926.4 9.2
Other Agencies 745.3 0.4 : 774.0 3.9
State-Run Enterprises 2,297.6 209.6 2,842.8 23.7
Other Revolving Funds 150.2 153.4 238.1 58.5
TOTAL . 227,500.0 7.5 243,500.0 7.0
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Table1-2-2. The 'Authoritjz and the Respomi_biﬁties of IEPD
(Indusirial Economic and Planning Division)

To conduct studies and analysis on production, marketmg, natural resourccq '
labour force, movement of production price, future opportumues, and problcms _
and recommendation for each type of industry.

To' prepare industrial economic situation reporis and disseminate them . to
businessmen, industrial cntreprcﬁeu’;s, interested pcrson's. working units,
institutes, students and the public under. the four main industry types as follows:

- forestry-and-mincral-basis industry : '

- agriculiural-and-rubber-basis indusiry

- basic chemical and chemical products industry

- export-orented industry

To set up industrial policies concerning the establishment and expansion of the

factories, as well as to recommend measures for the support and the protection of

domestic industries.

'To map out development plans for basic industry, agro-industry, expori-oriented
industry, and the specific industries, along with targets, objectives, policies and
measures for the implementation of the plans both for short and long term,

To control and take care of the fol]owing matters,

- the application of automobile parts and equipment,

- the approval for import duty rates, '

- the import of automobiles,

- the approval for the estabtishment of automobile and motorcycle factories,
- the production quota in ASEAN countrics.

To inspect and follow up implementations done by the private sector if they
meet the objectives and conditions of the government policies.

Source: Annual Report of MO, 1982
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9-1-4. Status of Fiscal and Financial Policies as Seen from Industrial Policies

Policy management in the fields of gove‘rnniem fi_hances,- taxes, and financing is
an important means for ifnpfoving the effectiveness of industrial policies. The status of
fiscal and financial policies in Thailand is summarized below.

Thailand has a small fiscal budget and must allocate a significant portion of the
same for debt servicing. It therefore does not have much flexibility in its expenditures
and is limited in the degree to which it can execute business promotion programs.
Starting from 1982, a budget for special programs was incorporated into the fiscal
system, thus allowing more flexible expenditures for such programs, but due to the
* situation described above, not much has been accomplished.

A look at the fiscal policies shows that due to the promotion of industrialization
through the private sector since the 1960s, the fiscal authorities have concentrated on
stabilization of commodity prices, the exchange rate, and the international balance of
payments in their policies. Behind this is the strong aversion in industry to government
guidance and intervention and the inabtlity of the fiscal authorities to exert leadership. As
a result, funds for industrialization were procured through foreign investment,
commercial financing, and trade financing, while there was not much financing provided
by the government. (Please refer to "Credit by Financial Institutions”, Chaper 2-4-1.)

However, since the devaluation of the baht in November 1984, the fiscal
authorities have strengthened their leadérship throu gh means such as the amendment of
the Bank Law and the Finance Co'mp'any Law in January 1986 to enable dismissal of
managers for improper loans, a string of other financial laws, etc. Since the
infrastructures of capital markets like the stock market are improving, the role of fiscal
policies in the promotion of industry is expected to grow even further.

Next, a look at the budget of the regional governments, which should act as the
centers for regional industrial promotion, shows that almost all the regional governments
depend on allocations from the central government, The regional governments have no
leeway at all for their own incentives.
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2-1.5, Industrial Organizations

~ Industrial organizations generaily start oui as fo;ums for friendly exchanges of
information on xﬁanagement and techholegy among businessmen. IEHowever, as the
number of members grows and the organizations gain a greater voice in the industry, tIiey
come to function as representatives of the industries serving as chénnels of information
with respect to the related mdustnes government, and consumers, and function as PR
organizations as well. When the govemment drafts and manages industrial policies, it
would be desirable to obtain a grasp of the status of the related industries and their wishes
and to secure a consensus so as to facilitate execution of the policies. The industrial
organizations can function as places for gathering such consensus. '

There are some 200 industrial organizations reglstered w1th the Ministry of
Commerce of Thailand under the Trade Association Act.- The pnnelpal ones in the
industrial field, including the financial and service sectors, are the Thaxland Chamber of
Commerce, Board of Trade, Thai Bankers Association, JSCC (Joint Standing
Consultative Committee), CIB (Commercc, Industry Bank), and FTI (Federatlon of Thai
Industries). '

The Board of Trade, JSCC, and CIB are comprised parnally of large compames
while the TCC has large numbers of members, primarily in commerce, and the FTI is
comprised mainly of manufacturers. The FTI (old name, ATI, or the Association of Thai
Industries)-is comprised of memb_ers'i.n the manufacturing field and quasi-members in
other fields. As of February 1088, it had about 1,800 mer.nberE ﬁrms The FT1 has
branches in 6 locations serving as subcommitiees and has c_IubS organized for each
industry, numbering 24 as of February 1988. There are problems, such as the fact that
the Association of Textile Entrepreneurs, which plays an important part in the Thai
industrial world, is not a member of the FTI, but in 1987, 2 new clubs had been
established and the Association of Toy Manufacturers, représenting the newly rising toy
industry, was considering joining. Thus the FTI's voice in the industrial world is
gradually growing. Its relations with the government, as a channel for industry, are also
growing stronger.

2-1-6. Problems in Industrial Promotion Policies
Investment Incentive Policies
At the heart of the industrial promotion policy in Thailand are the incentive policics

of BOL Itisan undisputed fact that these investment incentives have contributed greatly
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to Thailand's industrialization, However, the Investment Promotion Act limits
6ornp'eti‘tion in that it limits the number of cornpanies which could take special tax
privileges, etc., in each mdustry and further tends to give pnonty to large corporatlons,
because it uses the capital, investment value, and number of employees as the basic
standard for selection. Therefor_e, the incentives canriot be easily used by existing small-
and medium-sized enterprises, Whioli"éccotmt for the major portion of the industrial
world, and the incentives do not work’effettively to proi‘note a broad-based i:"ld.'ustrial
layer mcludmg parts industries, etc. For thlS reason, there are still large quantities of
parts and mtcrmedlate goods bemg nnported in industrial fields which have shown steady
development and produce fmal products such as home electrical apphances and
automobﬂes _

In recent years, stress has been placed on promotlon of engmeermg industries and
small- and medinm-sized enterprises as well. Under the present Invéstment Promotion
Law, the case of investment for expansion of facilities by existing companies is
applicable, and the minimum investment has been lowered from 5 to 1 million baht when
the companies are export-oriented. Incentives are also recognized for indirect exports in
the sector of supporting industries such as the mold and die (in a broad sense, this
includes parts for goods for export and also molds and dies delivered to export
manufacturers). However, in both cases, there is still the condition of a tie-in with
exports. According to related agencies, in the actual selection of companies for incentives
100, prion'ty is considered to be given to large-sized investments due to the limited staff of
the BOI and investment efficiency. For the numerous small- and medium-sized
enterprises not oriented toward exports, the tax benefits under the Investment Promotion
Act are irrelevant.

Further, in promotion of the mold and die and other supporting industries, which
which constitute a thin industrial layer, the government is trying to attract companies from
abroad through the Investment Promotion Act so as to improve the industries. This is,
however, causing problems such as criticism of unfair competition from the existing
domestic industries, which do not enjoy any preferential treatment for improvement of the
industrial structure.

Industrial Promotion Policies
1. The industrial policies of Thailand have been based primarily on the investment
incentives of BOI, so the Minisiry of Industry, the other main organization for executing

industrial policy, has stressed the function of factory management and technical guidance.
Therefore, déspite the sudden expansion of industrial fields growing along with the
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progress in the 1ndustr1ahzat10n or of those areas to be promoted in thc fururc thc
_departments of MOI and IEPD, in charge of draftmg and ekecutmg pohmes for
promotion, are not orgamzed to deal comprehenswcly with 1ndustna1 problems and thus
are slow in response. Tax mcentwes a powerful tool are limited to companies selected'
for encouragement in select industries due to fears of loss of tax revenues, etc , Tesulting
m unfa1r treatment of companies in the same mdustry _

2. Industrial orgamzanons, a powcrful medium for draftmg and executmg
industrial promotion pohczes, are limited in orgamzanonal ablhty and funcnons due to the
low awareness of the advantages to be gamﬂd from organization, the lack of i mcentwes
from the govemment etc. While industrial orgamzanons are being formed gradually,
primarily through the auspices of the FTI, no striking improvement is expected under the
chrrent conditions. 7 | |
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2-2. Promotion of Small- and Medium-Sized Industries
2-2-1. General

Thailand is_ using foreign invesiment to achieve steady industrialization and has
achieved particularly striking economic development in metropolitan areas. On the other
hand, the concentration of industry around metropolitan areas has led to a wider gap in
‘income' levels between the metropolitan areas and other regions. Moreover, there are
limits to the quantity of labor that can be absorbed by the rural regions, which account for
~ . 70% of the population. This invites increased unemployment and an influx of population
to the cities, thus causing overcrowding and other urban problems. Looking at the
- industrialization in more detail, positive promotion of foreign investment has helped
enable domestic production of final indusirial products such as textiles, home electrical
appliances, and transport machinery, by large-sized corporations or foreign-capital
affiliates, but there has been a considerable delay in the establishment of the parts
~indusiries and related industries for supporting these products. Thus, this sector still
~depends on imports. _ ' o _

- In these past few years, there has been a surge export-oriented investment, but the
lack of supporting industries restricts activities of the export industries and invites greater
trade deficits through a rapid rise in imports of par'ts and materials. =

A look at the metal and machinery industries (basi¢ ferrous metal products,

- nonferrous metal products, metal products, general machinery, electrical machinery,
transport machinery, precision machinery, and auto repair) by factory statistics shows
'cot'tage industries and small industries accounting for 96% of the total, with medium-sized
- industries accounting for only 3%. - This shows the thin strata of medium-sized
. industries, which play a large role as subcontractors and supporting industries. (Note)
- In the current sixth 5-Year Plan, the stress in the industrial promotion policies is
fon (1) pfom_otion-of small- and medium-sized industries and regional industries, (2)
promotion of export industries, and (3) promotion of engineering and agro-industries,
The hope is that the small- and medium-sized industries will absorb labor, contribute to
_i‘cgional d'evelopment, contribute to exports by industries using domestic raw materials,
and serve as subcontraciors and supporting industries for supplying parts. Development
of multiple levels of industry is essential for raising the levél of industry.

. In the sixth 5-Year Plan, emphasis has been placed on the agro-industry,
= metalwbrkin’g, export-oriented, regional; and medium- and small- scale industries in view
of the need -for-in_dustrics which are labor-intensive, use regional resources, simple
technology, and eliminate poverty in the regional areas. B
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Classification of Small- andMediuin-Sized_InduStries- .

In Thailand, there is no clear legal distinction made between large-sized industries
and small- and medium-sized industri_es. The various administrative organizations which
- deal With. small and medium industries, for convenience in work, classify small- and
medium-sized industries based on the standards of fixed assets, sales, 'or-number of
employees. - . S : .

. The Ministry of Industry set standards for class1fy1ng medinm- and small-s:zcd
industries by an ordinance in 1987, as follows : _ _

Cottage industries: . Those with less than 10 employees or not more than 1

“million baht in fixed assets
Small-sized industries:  Those with from 10 to 49 employees or r from 1 mﬂllon
T up to not more than 10 million baht in fixed assets

Medium-sized industries: Those with 50 to 199 employees or from 10 million up

tg not mote than 50 million baht in fixed assets

Large-sized industries: . “Those with 200 or more employees or over 50 million

baht in fixed asses. ;

: The government financial institutions, such as the Bank of Thalland the Industrlal
Fmance Corporation of Thalland (IFCT), and the Small Industry Finance Office (SIFO)
of the Ministry of Industry classify mdustn_es as follows by the standard of loans:

Small-sized industries:  Not more than 10 million baht in fixed assets

Medium-sized industries: Over 10 million baht to not more than 50 million baht

' in fixed assets

Large-'sized industries: ~ Over 50 million baht in fixed assets.-

A look at the industrial structure by size from the number of factories (Note)
registered at the Department of Industrial Works of the Ministry of Industry shows that of
the 39,626 registered factories as of the end of 1984 (excluding rice-mill factories), which
had a total of about 505,000 cmpllo'yees and an investment capital of 181,660 million
baht, small- and medium-sized industries accounted for 38,985 factories, or 98%. A
breakdown of ‘the small- and medium-sized industries. shows 64% were cottage
industries, 29% small-sized industries, and 5% medium-sized industries. The small- and
medium-sized industries accounted for 532,000 workers, or 59% of the total.

Notes: The Department of Industrial Works of the Ministry of Industry registers factories
which employ 7 or more workers or which use a motor of 2 hp or g_reatcr péwer.; The
latest data classified by industry as of the date of this study was for the end of 1984, .

A faciory is counted as one industry on a factory-base estimation.
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According to the Industrial Statistics Table by MITI of Japan, in 1986 the number
of establishments with less than 20'"ctllployéés accounted for 76.6% of the total, and those
~ with 20 10 299 for 22.5%.
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Table I-2-5. Number of Factories by Industry Types
and by Employment Size (1984)

Industrf types Cottage  SSIs | MSIS — S'I\_/LI-.IS - .LSI.S | I‘otal
(-9)  (10-49) 50-99 100-199 Total - (200-)

Consumer prodicls ™ B.180 4,615 430 254 13,517 261 T3, i

Food 5,270 2,382 200 110 7,962 114 = 8,076
.Beverage 78 62 9 24 173 19 192
Tabacco _ 64 173 36 22 295 36 331
Wearing apparel 210 988 138 &7 1,403 - 55 1,458
Leather & products 161 97 7 -6 2n 7 278
Footwear 107 94 6 4 211 9. . 220
Furniture 695 399 39 .9 1,142 9 1,151

Printing & publishing 1,604 420 24 12 2062 12 2072

Intermediate producis 4,970 3,670 607 296 0,543 250 9,793

Textles 342 693 121 80 1,236 119 1,355
Wood & products 1,774 1,017 184 . 59 3,034 19 3,053
Paper & products 279 118 23 . 16 436 - 16 452
Chemical & products 393 414 80 36 923 25 048
Petroleum & product 10 9 5 . I 25 4 29
Rubber & products 401 - 249 50 40 740 25 765
Plastic products 930 462 35 18 1,445 9 1,454
Ceramics 58 129 30 10 227 10 237
Glass & products 4 2 9 4 39 6 45
Non-metal mineral 779 557 70 32 1,438 17 1,455
Capital products 10,299 2,660 282 140 13,361 116 13,477
Basic metal. 29 - 93 26 18 166 9 175
Non-ferrous metal 194 102 7 5 308 4 312
Metal products 3,651 915 80 40 4,686 30 4,716
General machinery 4,206 7176 58 17 5,057 9 5,066
Electric machinery - 524 283 49 26 882 23 905
Transport machinery 1,644 463 58 31 2,196 37 2,233
Scientific equipment 31 28 4 3 66 4 70
Over type products 1,904 587 - 36 17 2,564 14 2,578

Total 25,342 11,532 1,404 707 38,785 641 39,626

Note: 1. Exclude rice mill factories
2. Automobile repair shops (2,182 factories) are grouped in other type
products
Source: IWD/MOI
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Table 1-2-7. Number of Registered Factories
by Employment Size and Industry

(Whole Nation)
(ose) o

: Size 9 10- 20- 30- _ 50- 100a 150- 200~ 300- TOTAL

Industry Type - 1929 49 99 149 199 299 .
Food 5,210 1,064 431, 287 200 - 76 34 43 71 8,076
Beverage 78 45 5 12 9 18- 6 10, 9 192
Tobacco 64 70 51 52 36 15 7. 19 17 331
Garment 552 821 404 456 259 109 38 44 130 2,813
Leather 161: 47 24 26 7 4 2 .4 3 278
Footwear 107 - 14 10 0 6~ 4 -0 -2 7 220
Wood 1,774 584 209 224 184 42 17 12. 7 3,053
Furniture 695 280 68 51 39 3 6 5 4 1,151
Paper 279 72 24 22 23 11 5 8 8 452
Printing 1,604 293 75 52° 24 7 -5 5 7 2,072
Ind.-Chemical 46 31 19 14 16 4 1 4 6 141
Chemical-Prod. 347 183 84 83 64 20 11 7 8 - 807
Petro.-Rfine -0 0 0 0 0 0 1 1 2 4
Petro.-Prod. 10 2 4 3 5 0 0 1 0 25
Rubber 401 136 53 60 50 26 14 12 13 765
Plastic 930 311 75 76 35 14 4 6 3 1454
Pottery 58 57 39 33 30 5 5 4 6 237
Glass-Prod. 4 7 5 e 9 3 1 0 6 45
Clay-Prod. 779 398 98 61 70 0 22 10 9 g8 1,455
Ferrous-Mtl. 29 38 31 24 - 26 9 9 2. 7 175
Non-Ferrous 194 68 20 14 7 4 1 2 2 312
Metal-Prod. 3,651 617 179 119 8 25 15 10 20 4,716
Machinery 4,206 546 149 81 58 14 3 .4 5 5,066
Electro-M/C 524 162 64 57 49 19 7 12 11 905"
Vehicle 1,644 300 85 78 58 19 12 15 22 2 233
(Auto. Repair} 1,747 293 58 36 36 3 1 5 2 2,181
Scientific 31 19 6 3 4 2 1 2 2 70
Other Mfg. 157 132 38 30 20 6. 7 6 1 397
Mfg. Total 25,342 - 7,250 2,308 1,974 1,404 484 223 254 387 39,626
Other Ind. 680 236 93 61 54 9 13 - 6 6 1,158
TOTAL 26,022 7,486 2,401 2,035 1,458 493 236 260 393 40,784

Source: IWD/MOI
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. Table I-2-8. Number of Registered Factories
by Employment Size and Industry

- (Urban)
'(1984)

: Size -9 10- 20-  30-  S0-  100- 150- 200- 300- TOTAL
. Industry Type 19 29 49 99 149 199 299 :
Food ' 996 324 117 103 71 25 17 25 26 1,704
Beverage. 27 17 5 -6 2 4 2 7 8 78
Tobacco ' 1 3 2 -1 1 0 0 0o 2 8
Garment . 512 792 386 428 231 100 35 44 111 2,637
Leather 159 46 24 26 7 4 2 4 3 275
Footwear . 103 73 10 10 6 4 0 1 6 213
Wood . - 898 245 90 81 46 8 9 6 6 1,389
Furniture 428 169 46 36 29 2 4 i 2 707
Paper 2711 67 21 21 23 g8 5 7 6 429
Printing 1,336 272 71 51 22 7 5 5 6 1,775
Ind.-Chemical 36 25 17 1 15 4 1 3 6 118
Chemical-Prod. 283 167 78 73 60 16 8 6 8 699
Petro.-Rfine 0 0 -0 0 0 0 0 0 1 1
Petro.-Prod. 9 2 3 3 4 0 0 0 0 22
Rubber . 166 103 32 39 23 12 5 4 10 394
Plastic 909 297 71 7% 35 13 4 6 3 1414
Pottery - 15 13 9 1 4 1 5 3 4 55
Glass-Prod. 3 7 -5 10 9 3 1 0 6 44
Clay-Prod. 109 92 25 30 40 15 6 4 4 325
Ferrous-Mitl. 22 32 28 24 25 .9 9 2 6 157
Non-Ferrous 182 o4 17 11 5 4 1 1 2 287
Metal-Prod. 3,153 575 1711 112 77 25 15 S 20 4,157
Machinery 1,842 341 9 "'64 48 12 3 3 4 2411
‘Electro-M/C 421 160 62 57 48 18 6 11 11 794
Vehicle 1,002 204 56 5 45 17 12 14 19 1,428
(Auto. Repair) 799 202 43 27 33 '3 1- 5 1 1,114
Scientific 30 19 6 3 4 2 1 2 2 69
Other Mfg. 142 122 31 26 19 6 7 6 i 360
Mfg. Total 13,854 4,419 1,520 1,389 932 322 164 180 284 23,064
Other Ind. 229 73 39 25 25 4 6 2 5 408
TOTAL 14,083 4,492 1,559 1,414 957 326 170 182 289 23,472

Source: IWD/MOI
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Table I-2-9. Number of Reglstercd Factories
by Employment Size and Industry

{Bangkok)
(1984)
Size -9 10- 20- 30- 50~ 100- 150 200~ 300- 'IUI‘AL
Industry Type 19 29 49 99: 149 199 299 .
Food 767 217 64 66 28 4 6 5 6 1 163
Beverage 24 13 '3 4 2 2.0 2 6 56
Tobacco 1 1 2 0 1 0 O O 2
Garment 479 713 317 336 169. 58 16 .- 21 43 2 152
Leather 50 35 15 17 4 i 2 -2 i 127
Footwear - 08 70 -9 10 4 2 0 1 3. 19T
Wood 638 183 66 45 25 4 4 6 4 975
Furniture 385 136 40 28 23 T 1 1 1. ..616
Paper 259 63 15 12 15 4 3 3 0 374
Printing - 1,306 269 68 49 20 75 5 6 1,735
Ind.-Chemical 17 12 9 4 2 1 0 1 1 . 47
Chemical<Prod. 234 130 62 56 43 8 6 s 7. 551
Petro.-Rfine - 0 0 0 -0 0 0. 0 0 1 1
Petro.-Prod. 8 1 2 3 1 0 0 0 0 15
Rubber 146 82 22 20 15 4 3 2 1 205
Plastic 870 267 60 56 18 6. 2 3 1 1,283
Pottery 5 3 3 0 1 0 1 .0 0 13
Glass-Prod. 3 5 4 7 7 1 1 0 2 .30
Clay-Prod. 75 59 17 19 20 2 3 i 3 199
Ferrous-Mtl. 15 20 20 6 7 0 0 0 1 69
Non-Ferrous 151 55 . 8 6 1 0 o 0 0 - 221
Metal-Prod. 3,000 500 137 72 35 11 7 6 113779
Machinery 1,517 291 73 42 33 -5 0 .0 2 1,963
Electro-M/C 401 145 52 42 31 11 1 3 4 690
Vehicle - 290 162 ‘41 46 25 6 5.3 16 1,188
(Auto. Repair) = 687 193 43 26 32 2 1 3 1 988
Scientific. 29 17 5 2 10 1 0 1 - 56
Other Mfg. 133 112 23 25 13 5 5 3 1 - 320
Mfg. Total - 12,188 3,754 1,180 999 576 145 73 - 76 119 19,110
Other Ind. 138 54 28 12 8 1 21 1 .245
TOTAL 12,326 3,808 1,208 1,011 584 - 146" 75 77 120 19,355
Source: IWD/MUOI
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2-2-2, Department of Industrial Promotion

The govérnment's-_current small- and medium-sized industry promotion policy
calls for improvement of financing, improvement of facilities and technology,
modernization of rhanagemcnt, ‘marketing, elimination of pollution, promotion of
domestic material use, and improvement of added value. .

" The specific proposals for and implementation of this policy are handled in
cooperation with the Ministry of Finance, BOI, NESDB, the Ministry of Industry, and
_ other related égc_ncies, but for policy implementation, the Department of Industry
Promotion (DIP) of the Ministry of Industry is expected to play the central role.

. While the DIP serves as the coordinator for the promotion of small- and medium-

sized industriés, it was originally organized with an emphasis on cotiage industries and
for providing guldancc on handicraft skills. In addition to this old guidance for cottage
industries, the DIP now provides assistance in technology, production control,
manag'ement of finances, marketing, financing, etc. to the small- and medium-sized
industries, which will play an important role in Thailand's modernized industrial
structure. These activities are handled by the sections md:catcd in the attached tables.
The main activities are as follows. '
: - Note that financing for the small- and medium-sized industries is handled under
schemes of the Small Industry Finance Office (SIFO) of the Ministry of Industry, the
Industrial Finance Corporation. of Thailand (IFCT), and-the Bank of Thailand. A
summary of this ﬁn‘aﬂcing and problems therein are explained below:

I-53.



Guidance on Facilities and ‘Technology

The Industry Service_S'ectiqn, previously named Industry Service Institute and
thus referred to as the ISI in the DIP, has offices in Bangkok and 3 regiona] areas and
offers guldance consultations, and. semmars on mamlfactunng skllls packagmg, and
design to small-sized industries and cottage industries of the local 1ndustry level. The
training courses provide training in skills up to the cottage 1ndustry level, such as
woodcarving, but the IS1 is also engaged in research and development for imprOVing the
materials, quality, and production technology of plastic and wood furniture, ceramics,
textiles, and agro-industries in its Bangkok office. The center has in a sense become the
main organization for design development and im_pro#ement based on _materials.

The central section is the Design Promotion Section, which not only improves and
develops designs, but dependmg on the prolect will also help by prov1d1ng guidance in
marketing and other areas.

_ Starting in 1988, the ISI will not only be engaged in. its tradmonal materials-
oriented projects, but also in improvement of designs for specific industries. In the first
fiscal year of this new setup, it is scheduled to hold a design contest for toys..

Further, an ISU (Information Service Unit) project has recently been started by the
USAID, an American aid orgamzanon to promote industrial development in the regmnal
areas. The IS is serving as the implementing organization for the project. “The project
uses 3 regional offices of the ISI {Chiang Mai, Khon Kaen, and Song Khla) and provides
marketing, technological, and general industrial information to regional enterprises.
There are also plans for the establishment of a'library in the ISL. The regional offices are
scheduled to offer circuit-consultations by industrial experts, workshops, and seminars.
The industries covered are agro-processing, lumber and furniture, building materials,
machinery and metalworking, ceramics, silk, and rubber products.

In addition to DIP activities, there are other organizations for providing technical
consultations in response to requests from small- and medium-sfzed industries, such as
the Center of Operation for Research and Development (CORD) established under the
King Mongkut's Institute of Technology. Guidance for workers is handled by ISY and
the National Institute for Skill Development (NISD) of the Department of Labor of the
Ministry of Internal Affairs, The National Institute for Skill Development has training
centers in Bangkok and 7 regional areas. The training is broad in range, covering simple
working skills to medium-level skills.
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Management Guidance

Management guidance is being handled by the Thailand Management Development
and Productivity Center (TMD'P.C) of the Industrial Productivity Division (IPD) of the
DIP. .This center offers seminars and _trainitig on marketing, production control,
management of finances, compuiers, etc. and offers consultation services. The center
functions as Thailand's representative in the Asian Productivity Organization (APO) and
engages in related pro;ects Previously, the center also offered training in trade, but this
was taken over by the Trade Trammg Center (TTC), the export promotion department of
the Ministry of Commerce, after the establishment of the TTC.

- Due in part to positive seminars on development of human resources and pamphlet
campaigns, the TMDPC courses are almost completely filled, but the small size of the
facilities and other factors make it difficult for the project to be expanded any further at the
~ present time. There is a library on production control, marketing, etc., but it only has a

limited collection of approximately 1,400 books and 3,000 magazines.

_ In addition, the Thai Handicrafts Promotion Division, Cottage Industry Division,
Textile Industry Division, and Industrial Development Center (IDC), sections of the DIP,
provide technical information, engage in experimental research and development, provide
technical guidance, and provide mana_gemeht guidance in accordance with their respective
activities. However, the emphasis here is less on guidance in marketing than on guidance
in technology.

~ The Pldnnmg D1v1smn controls the various sections, mcludmg the SIFO, ccnters,
and regional offices and formulates the general programs for promotion of small- and
medium-sized industries.
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2-2-3. Problems in Promotion of Small- and Medium-Sized Industries

1. The central orgamzatmn providing assistance to small- and: medwm—smed |
enterprises is the DIP. The DIP, however,’ concentrates on technical guldance and
management guidance to 1nd1v1duai firmis and is behmd in orgamzation and pohcymakmg
for comprehensive promonon of related industries. A look at the mold and die mdusn'y'
shows that molds and dies are handled Just as part of the activities of MIDI Wthh is
pnmanly a research, education, and training institute. ‘There is no section established
specifically for the promotion of the mold and die mdustry For toys 0o, there ate-various
sections and staff handling the toy products according to whether they are made of plastic,
fabric, wood, or other materials, but there are no programs. ‘which" stress_ technical or
design guidance and no system for promotion of the toy industry as whole. "

For this reason, in view of its problems in coﬁrdinating with related agencies, it is
difficult to say that its expert proposals on the promo’non of the mold and die mdustry and
other individual proposals are put to full use. ' o

It is necessary to clanfy the sections in charge of the mdustnes emphasxzed for
promotion and to carry out promotion of industry as a wholeon a comprehenswc basis.’

2. The DIP has es_tabhshed_ the IDC and -MIDI and is using the ISU and:
strengthening other functions, but the expansion of its ofgéﬁizétion has been accompanied
by a loss of smooth contact between sections, an overlap of duties, unclearness of final
responsibility, and other problems. To clarify the mutual duties and responsibilities and to
raise the general efficiency of policy impiemcrztation, it would be desirable to establish an
exchange of personnel among the various sections so as to stimulate activities further.
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_ Chart 1-2-2. Organization Chart of DIP

DIP -
| I ] 1
Office of the Industrial Industrial Service '
Secretary Productivity Div. Div, - Northgrn e
L | | |
Planning Div. Thai Handicraft Textile Industry - .
Promotion Div, Div. Nprtheast n IPC
ggttage Industry Southern IPC
v,
Small Industry Industrial Devt.’ Metal Working &
Finance Office Centre Machinery Ind.
Devt. Inst.
Revolving Fund Rural Industry
for Cottage & Information
Handicraft Ind. | |Service
Table 1-2-10. Training by NISD
Statistics of Skill Development in 1986
Pre-employment  Up-Grading - On TheJob Non-technical
Institute for Total. Training - Training Training Training
Skill Development Enrol- Grad- Enrol- Grad- Enrol:  Grd- -Enrol- Grad- Enrol-  Grad-
- ment ?lﬂlﬂ _ ment uate ment vate ment uate ment aate
Total 22,113 16,794 5722 3424 7,896 5655 3,880 2,435 5486 57288
Bangkok Metropolis 8,859 5,767 1,986 1,268 3,285 23825 793 567 1,995 1,987
Ratchaburi 2232 1674 678 396 853 635 446 388 - 255 255
Chonburi 2,563 1935 632 339 1,829 79 321 263 581 537
Lampang 1916 1,538 6838 378 631 555 388 311 297 264
Khon Khan 2,628 2,857 8235 . 484 739 547 - 481 448 583 578
Song Xhla 1,855 1429 498 299 475 347 316 232 566 551
Nakhon Sawan 2,868 2394 495 268 834 758 272 - 226 1,289 1,158
Source:

Labour studies and planing division, Department of tabour
Yearbook of Labor Statistics '86 .

1-57



Table I-2-11. TMDPC Training Programmes 1988
"COURSETITLE

GENERAL MANAGEMENT
PRINCIPLES OF MANAGEMENT
MANAGEMENT TECHNIQUES
ORGANIZATION & METHODS |
BUSINESS RESEARCH
PARTICIPATIVE MANAGEMENT
TRANSACTIONAL ANALYSIS TECHNIQUE
OCC MANAGEMENT
MANAGEMENT BY OCCIN PRACI‘ICE

OFFICE MANAGEMENT |
OFFICE MANAGEMENT
OFFICE WORK SIMPLICATION
SECRETRIAL SYSTEM
ADMINISTRATIVE OFFICE PROCEDURE AND PRACTICE
EFFECTIVE FILING AND RECORDS MANAGEMENT
OFFICE SECURITY MANAGEMENT
EFFECTIVE RECEPTION =

COMPUTER FOR MANAGEMENT
OFFICE AUTOMATION
FEASIBILITY STUDY ON COMPUTER APPLICATIONS
EDP MANAGEMENT
BUSINESS MANAGEMENT TECHNIQUE THROUGH COMPUTER
BUSINESS SYSTEM ANALYSIS AND DESIGN
DATA BASE MANAGEMENT SYSTEM

FINANCIAL AND ACCOUNTING MANAGEMENT
INVENTORY CONTROL SN
ACCOUNTING FOR NON-ACCOUNTING EXECUTIVES
COST REDUCTION IN INDUSTRIAL ENTERPRISES
WORKING CAPITAL MANAGEMENT
PLANNING & CONTROL BY BUDGET FOR INDUSTRIAL ENTERPRISES

1.58



PROJECT MANAGEMENT | :
PROJECT FEASIBILITY STUDY FOR TRADING AND INDUSTRIAL
ENTERPRISES
PROJECT MANAGEMENT o
'INDUSTRIAL PROJECT IDENTIFICATION

PERSONNEL MANAGEMENT
~ JOB INSTRUCTION

JOB RELATIONS. :
SUPERVISION TECHNIQUES IN INDUSTRIAL OPERATION
DEVELOPING YOUR SUPERVISION
PERSONNEL ADMINISTRATION FOR FIRSTLINE SUPERVISORS
TRAINING MANAGEMENT
HUMAN RESOURCES MANAGEMENT

'MARKETING MANAGEMENT
'SALES SUPERVISION
SALES MANAGEMENT
MARKETING FOR SALES PERSONNEL
- SALESMANSHIP
ADVERTISING AND SALES PROMOTION
RETAIL SALES AND SERVICES

INDUSTRIAL ENGINEEERING
QUALITY CONTROL FOR SUPERVISORS
PRODUCTION PLANNING AND CONTROL
JOB SAFETY
JOBMETHOD
ENERGY MANAGEMENT IN INDUSTRY
MAINTENANCE MANAGEMENT
STATISTICAL QUALITY CONTROL
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224, Orgaxﬁiaﬁon of Information and Materials

To improve production technology and strengthen marketing capabilities, it is
essential to obtain a grasp of new products, industries, and market trends in both the
domestic and overseas markets. The small- and medium-sized enterprises are-are weak in
infonnation—gathcﬁn'g capability, and thus, for them, use of information and niaterials_
collected by public organizations has great meaning.. The DIP (Dept. of Industrial
Promotion), which is striving to promote exports; is in the process of organizing such
materials, primarily information related to oveérseas marketing, and exceeds the various -
reference libraries of the DIP's sections of the Ministry of In'dustry in terms of the volume
of materials and information available. However, 'IoOklng"at the materials ori Japan,
which may be considered an important market, there are only a few directories and trade
statistics on hand, not enough to enable one to obtain a grasp of the dynamicélly'changing_
Japanese economy and market. The same may be said for materials on other couritries. |

In the Ministry if Industry, the TMDPC, which is the technological and
management training branch, collects information on busiﬁéss mianagement, but most of
the information is in English, and there are almost no Enghsh or Thai language 1ndusmal
journals directed at small- and medinm-sized businesses. ' '

The IDC, whmh engages in corporate tie-ups and technical guidance, has
established a reference library and is attempting to collect technical joumals, but the
absolute volume of information is insufficient. ‘ '

To promote use of information by small and medium enterprises, it is essential to
increase the amount of information and materials from abroad and also to establish more
business and technical journals edited in the Thai language. In this respéct, the
Technological Promotion Association (TPA) and some other organizations ha.vc been
translating materials into Thai, but the amount is insufficient for current needs :

It would be desirable for the government to promote tie-ups among its various
organizations and sections within each organization to ensure a greater capacity to collect
technical information, business iriformation, mark'eting 'iriformation, and other
information leading to technological improvements and managerment in the Thai industrial
wortld, and to engage in more positivé PR topromote use of this information.
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