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- PREFACE

| - The yearly expahsion of Japan’s Official Development
Assis_t’_anc_e (ODA), and the diversification of the needs of the
-i'ecipiezit countries, have made it imperative that Japan’s
development assistance be extended systematically, effectively,

and efficiently. - -

- For tli‘i_s.pu'rpose, JICA has decided to make research on the
most suitable form of development assistance to each recipient
country by gat_hei'ing the wisdom of experts _and-scholérs from a
wide range of fields. _'FolloWng research on the Philippines,
JICA established the Country Study Group for Thailand, one of

the major recipients of Japanese development assistance.

The group consisted of six memb.ers, and was chaired by
Yasﬁhiko'Torii, a professor at Keio University. To give
assistalllce“to each of" the _members, a task force, comprised of
development specialists and staff members of JICA, was

established at the Institute for International Cooperation, JICA.

The group began its‘ first research meeting in August 1987
and held 8 research meetings, including field study in Thailand,
until December 1988, in order to have intensive discussions on
the relevant issues. This report is compiled on the basis of
research output. JICA intends to refer to the various important

" recommendations of the report not only in the implementation of



__d'eirelopm_ent ""ass_istar-ice- but also in the formulation of guidelines
for Coop'ei‘atibn. Furthermore, JICA plans to distribute the report
to other aid agencies, hoping that it will be utilized on a much

- broader scale.

| JICA is déeply indebted to Professor Torii and the members
of his study group _'for putting together this report, and would
also like to express our appreciation to all of the people who

contributed to the discussions.

January 1989

Jdapan International Cooperation Agency
Kensuke Yanagiya

President



. FOREWORD

3 Thaila'nd-ﬁ réhks with China and Indonesia one of the major
recipiént c;ﬁuh_tfiés of déVelopment assistance from Japan. And,
fi‘o"m' Théﬂénd’s -viewpoint, Japazi extends more development
a'ssistaii(:eitharifan_y_ other country, and plays a significant role in

“economic and social development of Thailand.

- In recent years, the rapid expansion of Thailand’s economy
and close economic cooperation between Thailand and Japan have
given rise to the necessity - to review the basic direction of
| Ja_pan's'de'vélopment assistance, with due consideration to the

medium and long-term prospects of the Thai economy.

| The'Couhtry Study Group (Thailand) was commissioned by
the President of the J apan Intérnational Cooperation Agency
(JICA) to review the perfo'rmance of Japan’s development
assistance to Thailand thus far and to analyze the present state
of the T_hai economy and thé trends of its development policies.
For one year begin'ning in from 'August 1987, the Study Group
discussed at length the direction that Japan’s development
assistance towards Thailand should take, and including field

study. in Thailand itself.

This report was prepared on the basis of the outcome of

those discussions, with the assistance of a task force organized by



the .'_stéfffmefnbérs-_ of JICA and development specialists in

ihternétional cooperation.
January 1989

dJ aj:.)a_n' Interhat_ional Cooperation Agency
__'Kensuk_e 'Y'anagiya_

President :

_ Coﬁntry Study Group (Thailand)
Yasuhiko Torii

Chairman



1. BASIC STRATEGY
i-%héilan:d and -Jspan 1 Further Cooperation

| Thaﬂand is one of the most 1mportant rec1p1ent countries of
'Japans Ofﬁcxal Development Assistance(ODA). In the last
s_evera_l yeals_’ Thailand has succeeded 'in rap1d-mdustrialization
and 'e}iport of manufsctured products, transforming from the
stage  of primary product-based - exporting country to that of
industrial product-oriehted middle income country. It can be
assessed ‘that the Japan’s active economic cooperatlon with
Thalland for the past 20 years or so has contributed toward such

remarkable- de_velopment_of the Thai economy.

| Under such developmeht of the Thai economy, economic
coopéfst_ion between Japan and Thailand has entered a new
dimension. For this reason Japan’s ODA and private economic
cooperation must -be reconsidered in order to have new outlook
and 'mea’su'res-. The'Jap'ah’s ODA had been extended first as an
aid to underdevelopment of.' the Thai economy in the 1960s, and
moved to assist the country's industrialization policies in the
1970s.  In coping with her self-sustaining development in the
latter 1980s, it has become necessary to shape Japan’s
development: cooperation with wider perspective in order to
enhance mutual understanding and maintain the economic
coexistence. = o

The importance of Japan’s economic .cooperation will not

diminish despite the Thailand’s success of industrialization and



economic - development.  Rather, Thailand will become an
-increasingly important nation for Japan’s economic cooperation

for the following reasons:

1).d a’p'an. i‘ﬁﬁét 'pursu'e the modality of cooperation and
coexistence with the rest of the world. It is fundamental for
Japan in this regard is to develop mutual understanding with
a wide. variety of countries in all areas of politics, economy
and culture. Thailand is one of the most important countries
in the promotion of the mutual understanding between Japan

and Asia.

2) As neighboring countries proceed economic development, the
‘economic interdépendence' between them and Japan will
become closer and the "m.u'tual benefits will increase. On the
“ other hand, conflicting interests and disharmony will tend to
‘emerge.. Thailand can play a crucial role in maintaining the
: harmoxiioils economic relationship between Japan and the rest

of the Asian countries.

3) Thailand now is expeéted to play an  unprecedentedly
' imp'ortan.t role in the international economy which is under
multi-dimensional disequilibrium. Overcoming its frangibility
peculiar to the initial stage of industrialization, Thailand’s
eccmdmy must be developed further by coping effectively with |
the 'prbtectioni'sm of industrialized countries and the -sharp
fluctuation in the exchange rate, interest rates and prices of

primary' commodities, etc.. In so doing, Thailand would



_COI_l_ti'i_b_ut’e greatly to the stabilization' and expansion of the

‘Asian market,

4) Asian 1eg10na1 stablhty is -imperative to Japan Such
stability will be achleved Lhrough political stability, avoidance
of redlonal conflicts and resistance to external pressure.

Japan is h1ghly concerned - with the Thailand’s domestic

political stability as well as her role in stabilizing Indo-China
-~ and ASEAN regions.

2. Issues for Economic Developrﬁent in Thailand

Under the 6th (1987-1991) Five Year National Economic and
Social Development Plan, Thailand is actively promoting
structural adjustment and export-oriented industrialization. In
add1L10n due to the external factors such as the falling of baht
agamst yen caused by the exchange rate fluctuations after 1986,
low ;ntelest rates in world market and decline of oil prices, it
has gained export competitive power béyond past anticipation.
On the other hand, while the baht exchange rate against dollar
tends to rise due to the U.S. pressure, the export competitiveness
is coming true by offsetting negative elfects of exchange rate.

Remarkable éxpénsion of the Thai economy led by the
export of industrial products. has been accelerated after 1986
owing to the above-mentioned external factors rather than the

internal momentum. Such a growth has a short history of only



twellyears so far. She must still overcome many problems to
| proceed further its 111dustr1ahzat10n

o oIn the next 3 years until 1991 which is the end of the
perlpd, of the current Five Year Plan, self-reliance by Thailand
itself is required as she enters the stage- of take-off, and economic
c‘oop‘efation- by Japan, other donor countries and various

international organizations must be coupled with her initiative.
2-1. Finance

The Thai government’s confidence in further development is
shown' in the 17.2% increase of the 1988/89 natibnal-budgét
Whibh took effect in October 1988. However, the greatest item is
still rep’aymentq'of ‘debts which shares 23.31% of the entire
budget. The debts hence have become a pressing burden on the
| _.cou_ntry's financial management. Thailand's savings ratio is still
very low compared with the ..Asian NIEs and this is reflected in a
chronic mvestrr!ent -8avings. gap causing a great deficit in the
government sector. This imposes serious constraint on her efforts
to attain self-reliant development. It is therefore important for

Japan '_'to- extend economic cooperation to Thailand to assist her

development efforts.

2-2. Structure of Economy

The undergoing industri‘alization.has ‘been proceeded with a
‘small number of leading sectors such as textile, electronics agro-

industries and so forth. These leading industries are excessively



conCe_ﬁtréted' in - the industrial - complex in ‘and around
_metropolifan Bangkok with well-developed infrastructure, forming
an enclave. - The industrial structure is marked with insufficient
déVelopmeht of supporting industries. In regard to upgrading the
industrial 'sti’uctu14€a_, it is imperative to .develop the relevant small
:sc'a:Ie ihdustrie_s as supporting sector. This will also be an
important '-p'élicy issue for promoting regional development and
. Creétiﬁg-em.ployment opportunities. In é@ddition, it is necessary
to .devélop"urgéntly the  local infrastructure in order o
decentralize industrial activities to the surrounding regions and
local core cities and to promote small scale industries in local

areas.
- 2-3. Infrastructure

In order to further induStrialization, Thailands needs to
improve and exﬁand its existing infrastructure and develop more
.sophisticéted infrastructure (advanced commun‘ica.tion and
informatidn networks, modern international airports, integrated
road- networks, modern ports and harbors with container facilities,
etc.) being compatible with the new stage of industrialization.
The -i.'ndustrial roads in metropolitan Bangkok and Khlong Toey
Port ai‘e ‘excessively congested and the existing industrial
iﬁfrastructuré is. incapable of coping with the rapid expansion of
- economic activities.  These bottlenecks hamper the -efficient
gconomic managemént and .become constraint to the
industrialization which is béginniﬁg to take-off. The progress of

the Bastern Seaboard Development Plan financed by Japan’s



lt)ans--.is' Jlagging _b_ehirid ‘the current unprecedented investment
'bdom. H(.)w'ever, this_' is a highly signifi"caﬁt and necessary plan
‘as an -initial thrust for the development of sophisticated
:_infra’St'r.uc:ﬁu_re. which is relevant to the ~export-oriented
- in‘du's'tfial'is'.f.a'tion. strategy.
| In view. of Thaﬂand’s current high economic growth, there
are ‘adv_o_c’étes that discourage the provision of assistance for
infra'struétﬁ'ral. development. However, Thailands will still need
to.. receive further econonic cooperation from Japan in order to
develop the _higher-grade” infrastructure, to improve the existing
industrial 'infraStruct'ure and to ensure their integrated and
efficient _mana.gement-, which will be indispensable for making the

indtiétriaﬂization successful.
2-4. Disparity

. With the progress ‘of industrialization, income disparity
bétw__éen égi‘iculture and industry as well as regional disparity
between u_fban' én&'rural areas are rapidly expanding. This fact
could leave not only ‘serious problems for further economic
development but also hinder industrialization itself by restraining
the domestic demand. It will be necessary for Thailand to
p_rorhote vigorously the policies for the expansion of domestic
demand by leading mbmentum of the export-led economic growth
to upgradiﬁg the domestic industrial structure, and increasing

‘the income levels in the local and rural areas.



| 2—5,,.Manp0wéi" :

Along with the upgrade and diversification of the industrial
.structme, it becomes an - urgent task to develop manpower with
new._industrial technqlogles. To promote industrialization and
expand 'employ_ment opportunities in local and rural areas, it will
be necessary to expand manpower development and training in
these areas. In order to improve international competitiveness in
the major iﬁd_ustr_ies_, development of m_anagement capability,
innovation of rproduction technologies and promotion of research
and development (R&D) will be the important policy issues.
.Hu.man resource development at higher education places too
much weight on cultural and social sciences.  Middle-level
| techhiéia‘ns are short of practical experience and also of adequate
ropportun.ities for r&édﬁcation and retraining. In order for
Thailand to build a foundation of science and technology as an
industrial country .in ‘the future, it is imperative to develop

manpower and improve R&D capabilities.
2-6. Social Welfare

The Thai population has reached 52,670,000 at the end of
1986. Agriculture, forestry and fishery sector employs slightly
below 70% of the labour force and Thai society could be described
as agrarian. Despite the high economic growth rate in the past
.25 years, the urban population accounts for less than 20%.
However, most of these people are found in metropolitan

Bangkok, and its population has been rapidly increasing because



of the yeérily inflow of population from rural areas and local
_Citié’s.. Under this -situét_ion, forfﬁation of slums and deterioration
of ur.bail':'em:rironméht_are being accelerated. Underdevelopment
of living énd. social welfare both in urban and rural areas and
~ the ever _rWici'ehing' urban/rural disparity have become serious
social pr.o.b'le'ms._ Among other things, despite the long years of
'éf.fo.rté to prombte primary health care systems in rural areas,
the health and medical services are not yet reached to a
s'atiSfacfo_ry level. _Measures against infectious diseases, for
e'_xréinple, are lagging behind and there are some areas where
ﬁndernourishmént ‘has not -yet been fully overcoms.

EnvirOnméntal_ pollutio_n' and. natural destruction have become
é‘pparéhf due to the rapid industrialization, which cause threat to
the peoplé’s:l'ivelihood. Comprehensive policy measures must be
taken'. for the improvement of slums in wurban areas,
environmental conservation and development of medical and

welfare services in local and rural areas.
2-7. Our Future Relation

In 1987 Japan and Thailand celebrated the 100th
anh.i_versary of our relationship since signing .the amity and trade
treaty. Both countries bave maintained and developed our
everlasting friendship. The recent economic relation between
Japan and Thai has been further strengthened with dramatic
ihcrease of trade and investment due to the yen appreciation
since 1986. . Iicomomic cooperation will be incrcased mainly

‘through the private sector in the future. As Thailand is the



_m;jst ‘stable country in the,'ASEAN region in terms of politics
and society, it will be quite necessary and important for Japan to
fﬁrther promote the mutual understanding and friendship. For
tlns ro‘bjectibe, it becomes more important than before to develop
m_utual cooperation in the flelds of research, cultural and

information exchange.

3. Priofities in Development Assistance

In a short-term perspective, it is desirable that Japan’s
'd'evelop'ment assistance to Thailand be directed for the promotion
of the present initial industrialization, helping her cope with the
Véi‘ious. economic issues so as to achieve the goals of the 6th
Five-Year National Development Plan. From a longer-term
holri.zon, it is desirable to extend development cooperation in a
comprehensive manner to make Thai industrialization self-reliant

and sustainable in the future.

For the several years to come, Japan must better provide
economic cooperation for Thailand to upgrade its existing
infrastructure, to develop advanced and new infrastructure and to
upgrade the overall indusirial structure, coping with the rapid
growth of the export-oriented leading industries. Regional
development, promotion of small scale enterprises, cultural
exchange, research cooperation, establishment of information
exchange systems and social welfare development must also be

properly taken into account. Inso doing Japan, should prepare



herself for gradual change of roles and priorities between official
and private economic c’odpe‘rét_ion in response to the development,
stage. In the next few years until the present initial stage of
ihdustrializ'ation _tran'-sf_or.m.s to the stage of take-off, donors as
well as-'réciﬁiént had better make flexible change of development
‘cooperation pertaining to the process of take-off.

‘With the above-mentioned objectives, Japan’s ODA should be

considered to put future 'priorities on the fields discussed below.
3-1. Promotion of Export-oriented Economic Development

Japan’s development cooperation must be better implemented
in such a manner that is directly linked with export promotion
ahd the develdpment' of export-oriented industries which are the
key to Thailanﬁ[’s sustainable economic growth. To bear the
effect of development cooperation in this area, it will be
necessary to encourage regional division of labor among the
ASEAN countries, Asian NIEs, China and Japan. Also needed is
to haft’nonize ‘the competitive relationship among them arising
from the growing economic inter-dependence. In this regard,
Japanese government may be expected to play an active role in
creating the environment and institutions for promoting

horizontal division of labour in these regions.

(1) Industrial infrastructure

Japan assists the development of new and sophisticated

infrastructures for the promotion of exports such as new

— 10 -



- industrial complex, international ’aii"ports, ports and harbors,

industrial road networks, and telecommunication facilities.

(2) T'echnical bobperation
'I‘echniéal cooperation must be strengthened toward the
: export ii}dustries, for developing their manufacturing
-techhologies, providing managerial guidance to qualily

E co_ntrol, and promoting the supporting & basic industries.

(3) Financial cooperation
TFinancial cooperation must be expanded in the form of two-
step’ loans for the promotion of small scale and local

enterprises.

(4) Promotion of export industries
Devel‘opment assistance will be directed for various export
promotion policies and measures such as collection and
processing’ of market information, development of
institutional financing and improvement of corporate
management strategies and techmiques. In addition, public
and private sectors cooperate together with Thailand efforts
for the various export prdmotion projects such as holding of

“Thai Fairs”, dispatching of overseas missions etc.
3-2. Promotion of Further Industrialization

Owing to the rise of the income level in Thailand through

economic development, the demand for industrial goods is

— 11 -



expanding and di'irersifying. In order for Thai industrial produects
to hold a firm -ppsition in the present structure of international
| divisit)n--of ~labour, she must strengthen its international
cO'mpetitiVBnes:s"._by improving the quality of its products (pérts).
R FOr_,fi:his reason, Japan will assist Thailand to exploit her
Qw.n._cbmparat_i\fe?advantages responsive to the diverse demands
in the domestic and international markets and also cooperate to
develop related industrial infrastructure. While irnprovement of
the _te(ﬁhﬁologiéal standard must be carried out primarily through
~ efforts of private enterprises, it is desirable that the ODA be
_pr.ovi'de'd in the complementary manner to the efforts of private

sectors as much as possible.

() Scopé of industrialization and level of technology
- The Thai con'sumer. goods industries such as textile and food
industry have been developed to attain international
competitiveness. Ho’wever,. except for some high technology-
orientéd: direct investment from abroad, the capital and
intermediate goods industries such as transportation
equipment, electric and general ‘machinery and metal
products have not yet fully developed both in terms of size
‘and technological level. In prbviding technical cooperation
for. industrialization in the future, it should be directed for
the improvement of the current conventional type of
vo_catibnal training as well as of the production technologies
of parts and intermediate goods in terms of hardware,

software and management.

— 12 -



.' (2) Promising industrial sectors
It is desirable to promotle technical and financial cooperation
in 'the'fiel_df of - production technology, product development,
quality clénftrol, design and marketing with regard to agro-
~ industry, small scale and local indlistries, metal working and
machinery-related subcontracting industries to which Thai

| govern_meht puts higher priority.

(8) Industrial infrastructure

Development and re-development must be promoted in the
metropolitan Bangkok, local cities, Eastern Seaboard
Devélopmentf Areas and other new economic zones.

Emphasis wﬂl be placed on the construction of export-
-Orientéd industrial complex and the development of water
and sewerage systems, drainage, power distribution,
-communication networks, access to transportation in Jocal
cities. In addition, technical and financial assistance will be
increaséd for the development of the infrastructure to
 connect the new economic zones and rural areas. Included
in this regard are the engineering technology and operation
and management capabilities, which are indispensable for

developing infrastructure.

(4) Private investment
In order to promote project-finding activities of Japanese
private enterprises, their research and survey activities will
be. assisted. Institutional assistance will also be provided for

them to take their roots firmly in the Thai environment. In

— 13 —



order to activate the expansion and establishment of new
| ventures, ASEAN ‘development fund recycling program and

investment insurance must be incorporated.
3-3. Promotion of Rural Income Generation

'_We_ll__ over 60% of labour force are engaged in agriculture in
Thailand, TFor the development of agro-industry with higher
priority, stable supply of farm products as raw material is
indispensable. Moreover, maintenance and expansion of the
domestic market for industrial products depend on the increase of
fér'mer's’ 'ii'ul'cllasing power. Therefore, urgent is the expansion
and increase of agricultural production and income. In this
-respect, Japan will cooperate to promote agricultural and rural
devéIOpmen’c which will contribute to raise farmers’ income. It
should also extend cooperation in improving the living conditions
of low-income rural areas. In order that these rural development
proje’éts may promote employment and income opportunities
among rural people, it is desirable that ODA projects be designed

to encourage local participation in implementation,

(1) Diversification and commercialization in agriculiure
Diversification of the 'agricultural production, including
animal husbandry, poultry farming, cultivation of freshwater
fish, upland crops and pomiculture, and commercialization of
these products are emerging agenda for development
assistance. TFor this purpose Japan’s assistance will be

systematically extended to various areas such as

14—



imp'rbvemeﬁt-of | production technology, breeding, marketing,

~management know-how, financing and cooperatives.

(2) AppJ. opriate technology
To- mcxease the agrlcu]_tural productivity, cooperation  for
R&D on. app_roprl_ate technology will be useful in such fields
as 'breeding of high-yield, disease- and drought-resistant
varieties, ﬁreseaféhg on farming _' systems and agricultural
pro’_cés_s_ihg_'téchnologies, with due consideration to the

regional characteristics.

(3) Agricultural infrastructure
.While Japan’_gf'ODA ;Iha_sj been extended considerably to
"d'éirélépment of égricultui‘al infrastructure, it will be required
to pay much attention to improvement of water management
in irrigated areas, -effective utilization, maintenance and
control of the existing facilities, development of small-scale
1r11gat10n and dramage facilities and improvement of farm
roads and feeder roads between villages as well as villages
and - na_tlona_l- and prefectural road networks. 1t will be
imperative to direct development assistance toward these

areas where participation of local government and farmers

can be .expected. |

(4) Rural industries
To avoid excessive rural-urban migration, it is imperative to
plomote small scale industries not only in local cities but

~also in’ rural areas. Following are the examples of industries

15—



| Which ‘may contribute to the income generation of rural
pbpulatioﬁ_ and prevent excessive concentration of economic
acﬁi’vities in urban areas; rice milling, processing of livestock
feed such as tapioca, meat: processing; dairy products
processing, weaving, handicraft, afforestation or paper pulp

- making from miscellaneous trees, bamboo and fibre crops.

(5) Participation in rural development
It is of significant importance to extend cooperation for the
devello'pment of economic and social infrastructure such as
small-scale 'irrigation, roads, electrification, sanitation,
medical care, education and culfure in pooriural regions, In
this regard, it is imperative to encourage participation of
loca.l goverliment' and farmers in the projects. This will have
something - in common, for example, with the goals and
methods of the "Greening Northeast Thailand Program”

which is to be implemented by the royal initiative.

(6) Coop'eration. in basic research on national land development
While this is not mnecessarily concernéd with agricultural
sector alone, it will be quite important to extend cooperation
to basic research regarding national land development.
Research subjects include development of hydro-observation
networks, information of river stream regimen, water supply
and démand, development projects associated with the
Meckong River in Northeast Thailand, and flood control in
various fegions, particularly metropolitan Bangkok and

major local cities.
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3~4. "I_‘r'n]ﬂrovei__hen_t._of Metropolitan Envifonment and Regional

Disparity

It is of great Significance to make positive contribution and
coopéfati‘o’h to decentralize the excessive concentration of
economid activities in metropolitan Bangkok and consequently to
narrow the income gap and other dis_pafity between central and

peripheral regions.

(1) Decentralization of economy.

A_ssiétahce will be extended to the decentralization of
industries and population which are over-concentrated in
metropolitan areas. Comprehensive regional development
will be promoted in the local cities such as Sara Buri,'
Chiang Méi, Khon Kaen and Songkhla, which are regarded
as the regional growth centers, the Eastern Seaboard
Development Zones (Leam Chabang and Mab Ta Pud) and
other newly designated economic zones. In particular,
development of transport and communication networks and
indusﬁrial compléx in these regions are encouraged.

Mbreover, in order to enhance the structural linkage among
the regions, transport and communication networks between
cities as well as cities and rural areas and local educational

and ‘medical institutions must be developed.

—17 -



(2) Local industries ,

Promotion and modernization of local industries and tourism
will play more vital role o regional development,
employment promotion and forelgn exchange earnings.
Wlnle-.-these--pro;pects_ _are primarily carried out by private

: 'initiati_vé, official aid is required to support construction of
the  various infrastructure.  Technical and financial
co.operatio'n ~are also needed to assist local industries in
: produc_tioh, ;manag_ement, domestic and export marketing,
ete.. Tourism development has significant effects on regional
-dévelopm'entli whether it is carried out by the public or
priirate' initiatives. Ior this reasom, assistance to program
formulation, development of basic infrastructure (such as
roads, - piers, ..Wa'ter service, electricity and telephone), and
rehébilitation and maintenance of historic relics, museums,
aquariums, zoos and botanical gardens is one of the

important items of regional development cooperation.

(3) Metropolitan development

In order to 'improve. economic, social and cultural functions
in the metropolitan- Bangkok, technical and financial
cooperation will be extended to the formulation,
implementation and management of metropolitan renewal
'pr"ograms. The programs will systematically promote the
develo'pment- of transportation communication, water supply
and sewerage systems, housing, sanitation and environment.
In so doing, careful consideration should be given to solve

urban problems such as pollution and slums.
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3-6. Promotion of Human Resource and Education Development.

To further p.x_'omote and 'sustai’_ri Thai economic development
_énd industrialization, - her industry has to acquire higher
international 'competiti#enes’s. In this regard, human resource
development is iﬁdispensable., Assistance will be extended to not
only school-education in general but also human resource
~ development in order to meet labour demands for diversified and

~advanced manpower.

(1) Elemeﬁtar.y and secondary education

The school enrollm’enf in elementary and secondary
educ'atii(')n " has been steadily rising in recent years,

Elementary school enrollment was 98% and the enrollment
rate in the first and second half of secondary education was
35% and 26% respectively in 1984. What will be required in
the fu.tu're is to improve the quality of eiement_ary education
and further expand'the secondary education both in quantity
and quality in response to Thai socio-economic development.
Though the Thai government is primarily responsible for
educational expenditure, cooperation in the field of education
is very i_mportant for the development of mutual
understanding in the long-run. It is desirable to support
schools in rural areas which are short of equipments and
materiéls such as textbooks, library books, laboratory

equipments and audio-visual aids, etc..

—~ 19—



(2) H1ghe1 educatmn
- The unemployment rate for those who attained higher
'educatlon rose from 5.4% in 1975 to 9.7% in 1985. This
does not necessarily imply that college graduates are being
. 'bvei*supplied, but human resource development has not been
résp_onSive to the manpower requirement from industries
Whose' t:é'éhﬁblogies are rapidly advancing. Hence it is
significant to support the development of higher education
p_.ro:g'rar_'ns consistent with the progress of industrialization.
In partiéular, expansion and diversification of ‘educational
prog_ra‘ms toward R&D capabilities in the area of science and
teéhnology will become an import'ant target of cooperation in

'_ the future.

(3) Trammg for middle-level technician and business manager
‘In 1mprov1ng the level of industrialization and labour
_productlwty,-practlcal manpower training is indispensable in
the areas of eng'ineeri.ng, quality control, business
management, marketing and product development along with
the development of R&D staffs. Though technical
éoope’ratio_n has been largely extended to the education and
training of engineers and managers, it is necessary for
further industrialization to develop supporting industries and
encourage the transfer of appropriate technologies.  As
Japanese small and medium scale enterprises, coming into
Thailand, 1ﬁay also play an important role in technology

transfer, innovative form of assistance will be required.
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3-6. 'E:'{pan's'i(m'-of Research Cooperation, Cultural Exchange and

Information Data Bases

" As the Thai economic development and internationalization
prgceecl,- research ‘cooperation, cultural cooperation and cultural
exéhén’gé' will play an increasingly important role in the
promotiori.of 'n_iu_tuél understanding with developed countries.
For'Japan as well, it is very significant to advance cultural
co'operation. with Thailand to make better mutual understanding.
I-n:prom'otin"g research and cultural cooperation, development of
in_forma_tion. date base between two countries will be
indispensable. Cooperétion should be conducted with professional
knowledge, experience and sensibility in various fields. For this
reason, it will be offective to support and make best use of
existing research institutes, cultural organizations, cultural
exchangé' systems and collaboration with Non-Govermental
OrganizatiOns. | Special attention must be paid in order to avoid

cultural friction which might be caused by careless approaches.

(1) Research cooperation
In order to promote research cooperation with Thailand, joint
research, invitation program of research managers, exchange
program of researchers, information network for research
cooperation outputs and provision of research equipment and
materials are important instruments. Joint research will be
- of great help in accomplishing the two objectives
's’imulténebusly of technology transfer and human resource

development.  Research cooperation. with Thailand 1is also
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'expec‘ﬁed to build up her 'capacity as a host country to third-

country training scheme which is organized by Japan’s ODA,

(2) Managerialcapacity building of research institutes
Iﬁstitutional support Syst’em_ must be established to assist
R&D_.'_',at:tivi_ties of \Earious research institutes which are

- eligi‘ble. for joint research activities. For instance, financial
-assisténce shoul’d__.-be' urgently extended to systematic
promotion of joint research with several institutions on
-Thailéhd’s socio-economic . development, establishment of

revolving fund, improvement of information data-base.

(3) Cultural _coopéraﬁion'
Thailand with a long history, is very rich in cultural
inheﬁtance and facilities such as historical relics, museums
and temples. These are the important national properties for
culture: _and.to'urism. It is an important form of cultural
COOpe,ra'ﬁibn to support conservation, maintenance and
improvement of these cultural facilities. For this reason,
equipment and materials will be provided for the
conservation of the cultural and historic relics and the
maintenance and improvement of museums. In addition, it
is imp'ortant to extend these provision for universities,

libraries, temples and culture-centers as well.
(4) Promotion of cultural exchange

Many Japanese do not know much about the Thai culture,

history and national conditions, and vice versa. In this
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regard, it is imperative to form, as a main component of
- cultural cooperation, a comprehensive cultural exchange

program for the promotion of mutual cultural understanding.
3.7. Thailand's International Standing

The development of the Thai economy in the future will be
much  dependent on progress of the Asian NIEs and the
neighbbrin’g_ASEAN countries. At the same time, Thailand's
stable development will be the key to the regional prosperity and
solidarity in this region..

‘As a means to maintain Thailand’s open economy and to
supplo.r_t ber foundation-building for internationalization, it is
desired to assist Thailand in soft and hard ware so as to build up
her capacity as host to Third Country Training Program (TCTP).
Five 'courées,'including telecommunication course, are made
available uhder.JICA’s TCTP scheme in 1988. Further effort to
promote this scheme is needed in - collaboration with various
international organizations and Asian Institute of Technology in
particﬁlar. Thailand has been promoting industrialization based
on agricul‘uurai development and, in this process, she has
accumulated development experiences which are quite relevant to
other developing’ countries. It is highly meaningful to utilize her

experiences as lessons for other countries.
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3-8, P'rom'otidn' of Social Welfare

~ Concerning socio-economic deVelo’pmént in Thailand, social
welfare _develdpment is a highly concerned issue, and the
cooperation in this field becomes more important than ever before.
In health and medical services, it is required to cooperate to
improve these services at c’ommunity' level as well as to promote
basic inédit:al- research. As cooperation for environmental issue, it
is ne'cessa'r_"yf to re-harmonize the relation between development
and environment and to formulate the measures for
'enVironin'elital_ conservation. In so doing appropriate measures
'will_ be taken against industrial pollution and natural destruction

caused by the rapid industrialization.

(1) Health and medical services in local areas

Primary health care (PHC) program has been implemented
on a nationwide scale for the purpose of improving health
and medical services at the administrative village
(“Tambon”) level and community (“Moo Ban”) level.
However, establishing the PHC organizations has been
delayed and it requires.more support from large hospitals in
metropolitén Bangkok and prefectures.

In addition to organization-buﬂding, what is required is
quantitatiﬁre and qualitative expansion of manpower such as
village health communicator (VHC), village health volunteer
(VHV) and graduate health volunteer (GHV). It is necessary
for .Japan to strengthen its cooperation systems in PHC

program. Assistance should be extended to promote the
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creation of netwofks ~which facilitate information exchange
and integrated management of PHC program which is

presently being Org'anized separately at the various regions.

(9) Advanced medical cooperation_
Active cooperation is required both to promote advanced
‘medical researches and. to advance the methods of diagnosis
and _ni_édi'cal' t;reatmexit through the introduction of new
"techno'l(?)gy. While Japan has granted facilities for basic
m_edical- researches. on, for instance, cancer, it is necessary in
the future to d:i'spatch experts and provide equipmeni and
materials to further improve these facilities. It should be
reminde’d-' that such advanced medical services be available

to a wide range of people in Thailand.

(3) Welfare in industrial sector
In (l_"hailand', various industrial welfare measures have been
conSidérably advanced in comparison with other developing
countries. However, she needs to improve labour safety
standards and industrial hygiene to which technical

cooperation is still needed.

(4) Environmental conservation and protection
It is important to ensure harmony between development
préjects- and environment by thorough assessment of the
~ environmental impact before implementing projects. It is

expected to extend cooperation to systematize the
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implementation of ‘environmental measures and to help

© conservation of soil, forests, water, air, ete..

- (5) Women’s position in society
International society is now concerned with how to deal with
gender issues in cultural cooperation. Japan has had few
experience in this area and this remains for future
consideration.  For the time being, it will be desirable to
.study carefully Thai Women in Development (WID) strategy,
to promdte research on women's problems and to cooperate
Wi_th"s'ome women’s organizations. Some of the areas for
coOp_eration. in the future are education, vocational training,
welfare and maternity protection among women in rural
areas. Also to be. considered for the betterment of women
are the increase of employment opportunities in development
projects, income generation and improvement of social

' stémding.
4. Proposals for Cooperation
4-1. Necessity for New Policy Dialogue
To meet the change of development needs caused by rapid
" industrialization, both Japan and Thailand should have more
frequent opportunities of regular meetings and policy dialogues

which will enable to promote the implementation of prompt and

flexible clooperation. In the implementation of technical
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'_c_o'operat'ion With."l‘hailand,- Japan have contributed to enhance
friendéhip, ‘economic developrﬁent and social welfare in Thailand
through: intensive policy dialogues.

| '_l‘he proposals for economic cooperation submitted by Thai
‘Government. in_ the ‘pa:st such as so-called "White Paper on Re-
"adjustment of Tha11a11d Japan Lconomlc, Relation" and "Three-
Year Guzdelme on Technical ‘Cooper atlon and Grant Aid" should
be hlghly respected. At the same time, certain comsiderations
must be paid to the contents of the policy dialogue held by the
2nd Okita Mission in September, 1986.

These policy dialogues, however, were based on the socio-
economic c"onditi'on's before 1986. There must be an evaluation of
the rapid industrialization after 1986 and new issues in the
 Japan-Thailand economic cooperatmn derived from the evaluation,
which must be reflecting the change occurred in the term.
Analysis of these new 1issues provides the base for future

cooperation between Japan and Thailand.
4-9. Systematic and Flexible Development Cooperation

Economic cooperation with Thailand should be
comprehensively organized with flexibility which makes it
responsive to the change and diversification of needs in the

process of economic development.
(1) CoopératiOn from medium and long-term perspectives

Thai government requested dJapan’s cooperation in 1986 by

presenting the "White Paper on Re-adjustment of Thailand-
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Ja'pa'n Economic Relation" and "Three-Year Guideline on
'Tééhnical Cooperation -and Grant aid". However, economic
R development in Thailand éince' then has changed her
development' needs to which Japan could extend cooperation.
It is, _theréforé, nec'esfsary. to establish a new medium- and
- long.-ter-nfi-'.progra'm.-Which yeflects the change. The program
should be formulated in such a manner as to integrate it into
the Thai National Development Plan as well as to be flexibly

responsive to the change of situation in the future.

(2) Coopei'ati(in- to planning sector
Expansion of cooperation is needed to the formation of macro-
level plan such-as: national socic-economic development plan
and infegrated sectoral and regional development plan. In so
doing, mutual undersﬁanding between both governments is
promoted so as to enable them to understand and respond
p.:rop_erly' to the change of ‘development needs.
Ja.panese éx'p'e_rts have already been contributing greatly to
‘policy-making in the important sectors including NESDB,
" DTEC, and TDRI. It is imperative to strengthen the
cooperation in this field since there will be more requests for
softﬁvafe development cooperation aiming at organization-

building, ..plahning as well as managerial capability-building.

(3) Program-type cooperation
In project-_type cooperation in general, its activities are
rigidly fixed prior to the implementation and cannot be

always modified to meet rapid change in the development
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needs. -~ In order to flexibly meet changes in  situation,
‘approaches on sectoral or regional level need to be

strengthened in addition to the individual projects.

(4) Evaluation

- Jivaluations of - individual projects have recently been
pdSitiﬁély conducted. -Japan-;.'l‘hai joint evaluation, in
lpartig:ulla'r-, has_ to be encouraged because the evaluation
method- can be- further developed. In addition, it is expected
‘that the results of evaluation will be promptly fed back to
'plénning and implementation. It is also beneficial to analyze
é_nd assess the effects of projects on the national economy.

Ja’p_én”s' 'co.op'era'tion to Thailand has now come to a major
turning point. It will be significant at this point to hold
éompréhensive joint evaluation on the achievements and
effects of Japan’s cooperation to Thailand in the last two
deca'.de‘s, as the result of the evaluation can be reflected in

the future cooperation.
4.3. Implementation of Well-cared Cooperation

In order to raise effect of cooperation to Thailand where the
developmént need is diversified, it is necessary to expand careful
and_thoﬁghtful cooperation which meets the actual circumstances
of Thai society. It is also important to strengthen organic
combination of - various forms of cooperation such as the
combination. of loan and grants, official and private basis

cooperation, etc..
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(1) Cons’iderétioh of needs in society
In the ,:(_:éisero.f cooperation to regional 'devélopment programs
for rui'_al areas or local cities, the program should be designed
and implemeﬁﬁed with 'careful consideration so as to integrate
'SOCiarl characteristics in it. It is also desirable to elaborate the
" mechanism of implementation so that development effects go
directly to the intended beneficiaries. Direct participation of
local g'overlimén'ts into implementation of development project
is an effective means to increase their capability in
- administration and planning as well as to stimulate creativity
and effort of inhabitants in the region. Participation of local
governments, thus, could make a significant effect in rural and

| regional development.

(2) Cooperation. in.. software development
As Thai economy grows, interdependence between Thailand
and Japali is will be remarkably expanded in terms of
activation of private sectors, technological innovation and
 international exchange. At the same time, transfer of
Japanese technologies will be strongly requested by Thailand.
Importance in this regard will be attached particularly to a
wide: -rénge of software such as manpower training,
systematiza.tion of technological R&D, business management,
marketing know-how, information access, etc. To expand
cdoperéti'on in this field, however, it is indispensable to recruit
~and- train relevant personnel in dJapan. For this purpose,
active efforts are needed to recruit appropriate and talented

personnel from a wide range of fields including private sector,
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: wh’()" have expertise, language fluency, international fitness and

adaptability.

@) Suppmt fm NGO

- NGO act1v1t1es being well- cared grass- -root-level cooperation,
have .been._acqmrmg high applecmtlon for their steady support
to the people of specific regions like urban slums and poor
rural areas, to ._IW'ho'm official aid has not been able to reach.
In' Thailand,."in particular, Japanese NGO activities are
positively carried out in the rural areas, urban slums and
refugee camps. It is.important for the Japanese Government
to  make. effort in finding the needs at grass-root-level by
keeping close contact with NGOs. In so doing, people's
situation “and their requests for Japan will be clarified.

Support to the NGO activities and appreciation of their
au‘iﬁoﬁdmous- nature will help promote understanding of

cooperation 'activities in Japan.
4-4. Capacity _Bﬁilding of the Implementation System

Strengthening of the cooperation implementation system is
an indispe’nsablé' necessity in order to provide Thailand with
efﬁcient, _effecﬁivé and well-cared cooperation. Actions must be
urgently taken especially to strengthen JICA office in Thailand
which functmns as a channel of cooperation, to strengthen
information collectmn function prior to the execution of

cooperatmn, and to expand public relations activities relating to

the development cooperation.
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(1) Effmlent admlmstratmn
To. enhance total effects of development cooperation,
eff1c1ency should be raised in development administration
| whlch executes formulation, coordination and evaluation of
development cooperation. Particular importance is attached
to Lhe closer combination and coordination between technical
~and financial cooperation, and ‘also to the combination
between Official' and private cooperation. The importance of
inter-cooperation between various development cooperation
agencies -in Japan is, of course, important and, therefore,
closer coordination between them must be promoted. Because
J apan is the largest donor country in Thailand, other donors
and inter:iétional organizations are highly interested in
Japén’s role as a coordinator of cooperation activities. It is,
therefore, important to expand Japan’s function to cooperate
and coordi_hate with other donor countries and international
‘organizations. Furthermore, Japan’s cooperation with
Thailénd*has. critical influence on other ASEAN countries,
Japan’s development cooperation agencies are requested to
extend their mutual cooperation in coordination with

de#e‘lopllle'nt plans of the neighbouring countries of Thailand.

(2) Function of overseas offices
JICA and OECF offices in Thailand are expected to effectively
play various roles such as viable-project finding, follow up of
ongoing projects, post-evaluation of projects, and public
relétions- activity. According to the increase of budget for

cooperation and diversification of cooperation activities in
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recent years, these overseas offices are assigned to handle
ever-increasing amount of work. However, JICA and OECF
offices in Thailand have.enly 30 and 12 persons including
~ local staff, I‘es_peetively. This is far below the USAID which
is staffed _W_ith 90 personnel. The overseas offices are
g preSenﬂy '- dvei'loaded with assignments to handle Japan’s
ODA to Thailand which .is equivalent to 8 times as large as
that of the USA (on 1986 ODA basis), the largest in
Thailand. Therefore, in order to implement well-cared
cooperation matching to. the change of local situation,
allocation of.suitable number of staffis an essential necessity
and the overseas effi_ces must be strengthened in terms of
their functions and authority. It is also necessary to take
other measures such as education and training of the local

staff, utilization of the local consultants, and so forth,

(3) Improvement of information gap
As volume of information increases, information gap between
Japen and' Thailand has rather been widened and it is
worried if thie will disturb mutual understanding of the two
countries. The information gap is created because, while
d.ata_ and information produced in Thai language are rapidly
increasing, only a limited part of them are collected,
" processed and utilized in Japan. Under such circumstances
it is difficult to collect information of the present condition of
Thai politics and economy and reliable information upon

which the project finding should be based.
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A drastic measure is desired to minimize this information
gap. Fbr this p’ur’po‘s:e, several measures és under-mentioned
s_hoiﬂd be taken into. consideration; 1) to promotfe translation of
Tha_i. 1_a11gu'age informat_io'n; Along this purpose, to set up an
*’Infofmat_io'n ‘& Translation Center" in Thailand, and 2) to foster
experts on Thai study. Another approach in this line is the
~expansion of jbint researches with Thailand or entrust researches
to neutral research ihStitutes. The results of such studies are
desired to be utilized by not only cooperation organizations but
also research organizations and universities of both countries

under a certain system.
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II. SUMMARY OF ANALYSIS
. Maér_O'-Economy and Development Programs
1-1 Steady Feonomic Growth

- Because of ‘the deterioration of the terms of trade after the
second oil crisis, the Thai economy in the first half of the 1980s
was forced to decelerate its growth. However, its export
competitiveness has improved owing - to its flexible foreign
eXchang’é policies ‘and the external factors such as the dollar
depreciation and the decline of oil prices after fall of 1985. The
real GDP growth rate has been improving from the 3% level in
1985-1986 to 6.1% in 1987 and 8% (projccted) in 1988. The
manufacturing - and - construction industries in particular have
grown steadﬂy',' h_eliied by the recovery of private investment in
equipment and plants and by a sustained export-oriented climate.
In agri'cﬁlture, forestry, fishery and services, production is being
diversified and new fields of business are being developed.

The country is making strong efforts to maintain its
development objectives through structural adjustment and
industrialization. Through such measures as fostering of export
industi*ies, expansion of overseas markets, decentralization of
‘industrial plants, fostering of medium and swmall scale
ehtefprises, strengthening of private financial institutions and
reﬁsion and ébolition of tariffs, the country is further promoting

its industrialization.
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1-2. Finance

S -Fina'ncial- 'défiéit_s have been expanding since the 2nd oil
crisis, and_'. despite ‘the government's financial retrenchment
poli(iié's, its_désired effects have not been realized. Slightly under
a -quarter of the entire fiscal 1987 budget was appropriated for
repayment of debts. To restore the financial condition, it will be
necessary in the future to check the increase in expenditure as
well as to make efforts to secure revenue, reform the tax system
and reduce the subsidies to state enterprises. With a view to
i'estoring.a more -healthy financial climate, the government has
already embarked on the utilization of private capital for the

- promotion of economic development.
~ 1-8. Foreign Debts

In 1986, the country’s foreign debts had risen more than
200% from the end of 1980 to a total of $13.9 billion. However,
improved debt management and expansion in exports helped to
reverse DSR from a critical 20% in 1985 to 17% by 1987. At the
same time, the government is maintaining the debt-control policy

of limiting the official foreign debts to $1 billion a year.
1-4, Foreign Investment
- According to the 1987 records for business investment

| applications, the number of foreign investments rose 2.45 times

from 1986 to reach 1,057 by the end of year. In value, it
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increased 3.5 times to reach 209 billion bahts. Investment from
-Jap'an:acéo_tint.s- for the largest proportion of these figures but
| .'_invést_ment-from_the U.S, and Europe and from the NIES such as
' TaiWan and,ang Kéng"_has been rising. Taiwan, in particular,
_rapidly incr':e‘asedr its investment by 8 times from the previous
yé’ar ma‘in.ly' ih_labor}iﬁtensive ihdustrie’s. These trends show
that the _1ig-ht_. industries which have lost their comparative
a&vanfa_'éé_ due to the advance of the NIES industrialization are
being 'ti'ans_ferred to Thailand.

The expected benefits from these investments include the
éxpansion:_- of - employ_ment; opportunities and consequently of
incdln_e and personal consumption. Increased investment in
private plant aﬁd.'equ_ipmeht can also be expected. As 80% of
the. 'inﬁéstment “application were for export-oriented industries,
foreign éxchange earnings are expected to expand. This will
upgra'de the export and industriél structure on a medium- and

16n'g+term basis.
1-5. -Trade

 After a period of stagnation in 1982-1983, Thailand’s export
growth has been well above 10%. Since 1986 in particular,
export of .m_anu'factured gbods has been remarkably increasing to
record a 27% growth in 1987. Stringent fiscal policies and the
decline in oil priées kept.import figures low. In 1986, Thailand
recorded a 1legative growth in imports. But in 1987, imports
~ again increased by 38%. This increase was due to the increased

importation of capital goods and row materials in recovering

_37-



e_Co:tiomié climate. As a resdlt, the trade deficit, which had been
declining af"cer' 1984, has started to expand again in 1987,
| In ordel of 1mportance Thailand exports mainly to the U.S,
Japan Smgapore, the Nethezlands and West Germany. Since
1984, her exports to the U.S. have been increasing significantly.
_Thalland’s major sources of imports are Japan, followed by the
_'_U.S.,. Singapore, West Germany and Malaysia. Imports from
, Japan-.fa'f éxCee’d ﬂiat from the U.S. and accounts for well over a

quarter of all imports.
1-6. E'mploym'ent- |

- Of the 27.7 million potential work force in 1986, the number
employed was 26.14 million (94.4%), with 1.56 million (5.5%)
ﬁnemp]oyéd. ' 'I‘IOWGVBI', - it is estimated that a more realistic
figure of unemployed would be 1.96 million (7.0%) if seasonal
workers are counted. Of those employed, the agriculture, forestry
and -fishery se@:tor. accounted for 66% in 1985, while the
manufacturing sectbr_employed_ only 8.9%. Despite the increases
in manufacturing production in recent years, this sector’s labour
absdrptibn .capacity remains low. The 6th National Development
Plén tai‘gets 2.9% annual growth rate in the agriculture, forestry
and fishery sector and 5.7% for the other sectors. The future
tasks are the devéiopment of non-agricultural industries and the
expansion of employment -opportunities particularly in rural

areas.
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1-7. Regional Disparity

Ficonomic activitics are over-concentrated in the metropolitan
é.rea.‘ The GDP per Capit:a for 1985 shows remarkable regional
_di_sp'arity w_ii’ere me't'r'opol.itan Bangkok showed an index of 100,
the figure for the northeastern region was 13.8. The northern,
southern, central, We_s_.téfn” and eastern regions had equally low
figul'es of 22.’6,'_26, 28.4, 35.7 and 43.4 respectively. The figure
for the 'n'oftheastéi‘n and northern regions are particularly
dismal. This has to do with the fact that the main occupation
here is agricultﬁrai_ and there are no alternative occupations for
the people during non-farming season. To correct this imbalance,
the gdvefnment' hopes t_o..increase the agricultural sector’s labour
abs__ofpti'on capacity R developing farmland and improving
agricultural practices. It is hoped that the regional disparity can
be eliminated Dby developing key cities of the depressed regions,
impi‘Oving their 'infrastructure, expanding education and

decentralizing a distribution of factories.
1-8. Social Inequality

Income inequality is closely associated with such factors as
type of industry and occupation, state vs private sector, level of
education, and so forth. Income is higher in the state sector
such - as gas, 'éleétricity and water services as well as in
'managerial occupation.  On the other hand, the unskilled
workers, working in agriculture and/or in the private sector

which is dominated by tiny enterprises in service, commerce and



manufaét_ﬂrin"g,' “earn  very little. The government intends to
“eliminate social inequality by fostering private firms through the

“expansgion of education.

2. Sectoral Analysis
2-1. Agfric’ulture, Forestry and Fishery

(1) Agriculture:

A‘gr_iéulture_' accounts for 17% of the GDP and employs

| slightly over 60% of the entire 1abdur force. While these
ﬁgures:llave.been'.decreasing in recent years, agriculture still
has a large weight in the Thai economy. Some
characteristics in the recent years are 1) increase in rice
pro_du‘cfion due to extensive expansion of cultivation, 2)
decline of the relative importance of rice and a de-emphasis
of rice .é.s 'the_major"eprrt commodity, 3) rapid development
of the agricultural processing industry, and 4) widening of
the inequality within the agricultural sector as well as
among regions.
Comp'ared with the other ASEAN countries, Thailand has a
high ratio of landed farmers. But the number of the
landless is increasing gradually because of debts, population
pressure and ffagmentation of land in rural areas. Also, due
to -the diffe'rences in the natural and socio-economic
conditions, 'th'e'.r'egional-disparity is widening. As regards

rice production, the yield per unit area is very low compared

—40 —



“to other countries and this has not improved for the past few
years. Indispensable for production increase is the provision
of su'_ch"inputs as agricultural equipment, fertilizers and
pe_sticides'als. well as the development of irrigation facilities.

For. _th'ese-.inpu_ts to work, however, it is necessary as a
precondi_tib‘n to eliminate limiting factors such as the lack of
1ow_-interes£ credit institutions, prevent price fluctuations and

guarantee high producer prices.

(2) Livestock industry
Liﬁe‘stock industry is now a p_owérful growth industry
because of .the expahsio_'n'in the recent years of the domestic
-d'ellnand for animal protein and increase of exports to Japan
mainly of broilers. _.As,régards the dairy industry also, the
demand for milk and dairy products is expanding. It will be
important to- further promote this industry, because the
industry could improve the nutritional condition of infants

and is also a candidate for import substitution.

(3) TForestry

Forests are rapidly disappearing because of their conversion
into farmland and the expansion of the demand for firewood,
charcoal and lumber caused by the population increase. It is
necessary to consider forestry from the viewpoint of the
congervation of the forest resources and environment rather
than production-oriented aspect. |

The "Green Northeastern Thailand Program", in particular,

covering the northeastern region and being promoted at the
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_.initia'ti‘.?e of the king is worthy of attention as an

afforestation ‘prograim.

(4) Fishery ‘ .
The -natural kre}')'ro&ucti‘on ~capacity of Thailand’s fishery
'ré'Sources is  declining due to indiscriminate fishing by
_traWIii_lg. and lumbering of mangroves in brackish water
régioﬁé.ﬂ It is necessa_ry_to strengthen resource management

and "dévelop fish-farming.
2-2. Manufacturing; Energy and Mining

(1) Manufacturing.
The Thai industrial sector has achieved remarkable growth
in the recent ‘years and accounted for around 30% of the
GDP in 1985.  The manufacturing alone, which is the
main.stay.of industrial sector, accounts for around 20% of the
GDP. In 1984, it _overtbok the agricultural sector in nominal
value to become the single largest contributor to GDP. Its
exports have also increased to account for over 40% of the
‘country's total exports. Particularly signiﬁcant has been the
gfo#vth of labor-intensiv_e industries such as the textile and
apparels industries. In 1985, these two became the largest
epr'rt industries by overtaking the export of rice. While the
mahufaétﬁfing sector is playing' an important role in
employment as well, the proportion it employed was below
9% in 1985. “The remarkable growth of the manufacturing

sector, particularly the labor-intensive export industries, was
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: 1érge_1y due to the following factors: 1) the country's foreign
~ exchange policies which have been able to prevent the baht
”fi_‘om 'beihg. over-valued, 2) international factors such as the
yen appreciation and dollar depreciation, 3) active corporate
'méhégeﬁienﬁiby corporate groups which were formed through
inti‘_o‘dﬁc_tibn*of foreign capital and technology, 4) the policy
envirdi_iment which has placed priority on the role of the
private sector and :5) relatively cheap high-quality labor

force.

(2) Buergy
The country's dependénce on the imported energy sources has
been declining despite the increase in energy consumption
due to the recent ecéno'mic development. At present, only
around a third of the primary energy sources is imported.
This is lar.gely'dt-le to the development of natural gas in the
Gulf of Siam and the promotion of use of lignite. However,
the expenditure for the importation of oil and other sources

of energy is still a great burden on the Thai economy.

(3) Mining .
The ;Iilining industry confributes only a small share in the
GDP and also its weight is diminishing in terms of
employment. Development of the Thai mining sector faces
1imiting-. factors such as underdevelopment of the related
infrastructure, the liinited scale of mining related business

and delays related to survey on mineral resources.
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- 2.8, Inffa's_trﬁctﬁure and Environment

(1) InfraSt_ructure x
B .Tfans'por'tation- and communications accounted for 9.3% of the

GD.P_ _in': 1986'._ This is a large 'proportion following those for
'thé manufécturing' sector (20.6%), wholesaling and commerce
(18. 6%) agncultum forestry and fishery (16.7%) and services
(11.3%). |
Developmg _t_his sector’s infrastructure has very significant
relevance for the overall industrialization program of
Thailand. Being aware of this, all the national development
plan(lst to 6th) has consistently placed priority on
. invesf;ment ‘in this sector.
The bth (1982 -1986) National Development Plan, for instance,

- _ap_propriateﬂ over -tWo-thirds_ of the total investment amount
to infrastructure development.
While 'roads, -cofnmunircation facilities, ete., had been
developed mainly through lloans from donors such as the

 World Bank, the Asian Development Bank and Japan, such
loans amounted to over half of Thailand's external debt. As
a result the regulatory measure in the form of a DSR
guldelme exerted an influence on promotion of large projects
by the government:
Initial year’s --prog'rém of the 6th (1987-1991) National
Development Plan appropriates 40% of the national budget

to the development of infrastructure.
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@ Infrastructure development: present situation

Roads :

_Rqad_.tr'ansportation carries 91% of all domestic

'fre_,ight .ai;d 1s hehce playing a great role, While

't_hé' (:ountry- has been promoting the development of

national and local roads with emphasis, the

- distribution of goods and services as a whole is still

inefficient because of the inadequacy of feeder

roads and low maintenance ability. To ease the

- traffic congestion in metropolitan Bangkok, third-

Railways

Harbors :

sector firms are steadily developing highway

networks.

:Most. Thai raiIWays are single track. They are also

narrow gauge and have not been electrified.

MOdei"nization will be the future task. To
efficiently utilize oil energy, the country has
started to strengthen its railway transportation
system as part of its efforts to reconstruct the
transportation systems. Recently, a new line was
opened between Bangkok and Sattahip as part of

the eastern coastal development program.

Freight is concentrated in Bangkok Harbor (95.7%).

Because this is a river port and modern container

~ facilities have not been fully installed, it is difficult

for the port to cope with the rapid increase in
international freight. An urgent task is to develop

new harbor facilities.
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Modeérn harbor faci_liti'es are under construction at
-':the' *port_s: of Laem Chanbang and Mab Ta Pud.
These will be completed by 1991. Development of
locél' por’ts such as Songkhla and Phuket is
_n_e’cessary to promote regional development and to
‘reduce - the excessive  concentration in Bangkok
Harbor, |

Air trallép01°tation :The number of passengers using Bangkok
International Airport doubled during the ten years
from 1975 to 1985 to reach 6.6 million. Because of
the increase in the amount of freight transported
by international Iiners,' it is necessary to expand
the present Bangkok airport facilities and to

develop local airports as well.

Telecommunications : Among infrastructures, telecommuni-
cations are the least developed. Though the
.country increased the telephone circuits to 700,000
in 1985, 75% of thesc are concentrated in
metropolitan Bangkok. There is a great
metropolitan/local difference (5.46 telephone units
per 100 persons in metropolitan Bangkok as
against 0.36 units in local areas). In terms of the
national average -also, the diffusion rate of 1.4
units per 100 persons is very low compared to the

4 units for the developing countries.

_ 46 —



) :Ta.rget's in the 6th Notional Development Plan
~ The 6th National Development Plan has the following
'_ targets  regarding development of traunsportation and

communications infrastructure:

a) To urgently -i'mpi"ove land transportation, harbors and

 communications both in quantity and quality.

b) TQ' improve the repairs, maintenance, control and
- operation activities and improve the existing networks and
- services. |

c) To 'ehhaince the efficiency - of the networks in relation to
the overall economic system, by developing the trunk
'roads~-”and. railways - between production centers and
markets and bétWGen the metropolitan area and local
rural areas. |

d) To pro.mote_ the development of new and advanced
infrastructure particularly data communication networks
- and internationai oceanic transportation networks, and to
accelerate the introduction of advanced technology for
enhancing the international competitiveness.

e) To actively introduce private-sector vitality.

(2) Environment
There are two main points with regards to Thailand’s
environmental dilemma. One is the problem of finding
adequate countermeasures against the effects of
environmental overload caused by rapid industrialization and

urbanization. The other is how to regu‘late.the exploitation
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of natural resources so .as to ensure sustainable economic

development.

O Eﬁ_virohmerital pollution': present situation
Poilution in the Chao Phraya River has been badly
, accelei"ate_d by the increase of waste water inflow : domestic
wasté wéter from. rapidly growing metropolitan Bangkok
and ihdustrial waste water from industrial production
_facilities: in its surroundings.
Air. pollution has. also become a serious problem due to the
1'ap'id increase of automobiles and traffic congestion in
metropolitan Bangkok. In Samut Prakan near Bangkok,
the residents are increasingly complaining about the fumes
from factories.  Air pollution has, thus, considerably
progressed. Because appropriate waste disposal systems
have not been established for waste and harmful chemical
substances,- there is a concern regarding environmental

pollution in the future.

@ Control and conservation of natural resources
Thailand is rapidly losing its rich natural resources as an
attendant consequence of its economic development process.
It will be necessary to develop a strategy that can find an
effective land use as well as a harmonious balance between
environmental conservation and exploitation of forest
‘vesources, mangroves and water resources. The Thai
government pl'oposes to tackle these problems in its 6th

National Development Plan. In this connection, active
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,coope'ration. will be needed for the formulation of master

plans and the development of manpower.
2-4, Human resourcés - Health and Medical Care

1) Education and human resources
“The demand for elementary education has been expanding
with - the population increase. The enrollment rate for
~elementary education has now reached nearly 100%. The
futﬁre_ issue will be that of guality. Only around 40% of
primary school children proceed to secondary education and
only 25% finish it.  The expansion and development of
- gecondary education both in quantity and quality will be
necessary in the future. On the other hand, the
unemployment rate among those who have finished
secondary ‘schools, vocational high schools and colleges is
considerably higher than that among those elementary-school
leavers. The unemployment am.ong the educated has hence

become a major problem.

(2) Health and medical care
Thailand’s past efforts to promote hygiene and improve the
health system have started paying remarkable results in the
past few years., - There has béen'a decrease in the number of
undernourished children; the infant mortality rate has gone
‘down while life expectancy has risen. On the other hand,
“ however, there still remains a considerable number of the so-

called 'tropi'cal or infeétious diseases and the number of
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patients,'afﬂicted with diarrhea, malaria and dengue fever is
actx;&'liy increasing. There is a shortage in the absolute
| num__b'er' of -medical facilities and personnel, and therefore,
' couriterijieasure’s 'agaihSt this situation are needed. There is
also gre:at'regidi’ial disparity. Particularly urgent is the need
for medical services for the people living in rural areas and

city slums.
2-5. Tourism

| Tourism has become the main source of foreign exchange
through the de_velop.ment effort of the Tourism Authority of
Thailand. The 6th National Development Plan has also set [orth
concrete g’dals— and has formulated implementation programs and
special projects for this purpose. The Thai government is thus
giving high priority to tourist develdpment. Also needed, on the
other hand, “is -thoughtful consideration to such matters as the
influence of tourist development on the environment and local

residents.

3. Current Japan's Assistance to Thailand

Japan's economic and technical cooperation with Thailand
accounts for around 50% of all ODA received, and Japan has
come to play an influential role in donor circle.  Aid has
generally been given in the form of loans, but since 1980, grants

has been increasing.
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R Thailand has been receiving around 5 to 10 percent of
Japan’s total bilateral ODA since 1975 and ranked 2nd to 6th in
a country to".countr_y comparison of the amount of Japan’s ODA

disbursement.
3.1. Grants

- J'a'pan-st'arted its grant aid to Thailand in 1970 for the
collsﬁx‘ucti011 of telecommunication facilities to connect Hong Khai
(Thailand) and Vientiane (Laos). Subsequently, Japan has been
providing grants every year on a regulaf basis except in fiscal
1973. In recent years, the amount of grants has reached around
%’-‘12—'14 billion a year. The aggregate amount granted until
fiscal” 1987 was 120.580 billion. In this form of assistance,
priority has been placed on human resource development. In
- pa_rtiéular,_' grants to the King Mongkut’_s Institute of Technology
tied with project-type technical cooperation have been regularly
proviﬂed, contributing toward manpower development in

Thailand.
3-2. Technical Cooperation

From 1954 to fiscal 1987, JICA provided technical
cooperation as follows: 6,917 trainees accepted, 2,978 experts
dispatched, 124 development surveys conducted and 47 cases of
project-type technical .cooperation implemented. The cooperation
has been provided in diverse areas such as agriculture, public

works and human resource development.
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3-3 Loans

Trom 1967 to 1987, Japan provided Thailand with a total of
¥ 6761‘039_billio'11'in 13 OD_A loans. The total amount extended
until"jfiscal_‘igii’?' was'¥6'48.’_784 billion. = Recently, these loans
have been &;nai_nlyﬁ ‘used  for public works, especially
tfén’s‘p_oijtétion, -and for the development of the mining and
manu'facturin.g'indust'fies'. The eastern coastal developmentis a
typical ex‘ample;' The loans also cover agricultural sector
including agricultural development in the northeastern Thailand.
In addition to project loans, Japan has been providing two-step
- loans to the Bank of Agficultm'e and Agricultural Cooperatives
(BAAC) and the Industrial Financing Corporation of Thailand
(IFCT). These have contrib"u’.c.éd’ toward the increase of farmers’
income through the improvement and expansion of agricultural

finance as well as toward the promotion of export-oriented

* medium and small scale enterprises and their exports.
3-4. Regional Distribution

Japan’s assistaﬁce is concentrated in metropolitan Bangkok.
O'th_ers, however, are -distributed more or less throughout
Thailah’d, and there are also many inter-regional projects which
are not limited to a specific region. The emphasis in recent years
has been laid upon the ecastern coastal industrial zone and
northeastern Thailand (agricultural development). This priority
is | to be maintained in line with Thailand's 6th National

Economic and Social Development Plan.
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8-5. Sectoral Features

(1) Agriculture, forestly and flSher
Japans development assistance in this sector takes various
forms . like grants, pleect~type technical coopera‘uon,
'd'e'vélolpmé_nt' surveys and loans. There are also cases in
w.hich project-type technical cooperation is provided in
combination with gfants or with loans. In addition to
o develdping the ~agricultural infrastructure such as irrigation
” facilities and :farm ‘roads, efforts are being made to improve
‘overall rural liviﬁg_ environment by supplying electricity and
water a's well as. 'constrﬁéting vocational training centers.
Japan also regularly provides two-step loans to the BAAC
and'. -agricultural inputs such as fertilizers, agricultural

machinery ‘and chemicals.

(2) Mining, manufacturing and.'ene'rgy
In the field of mihing and nianufacturing industries, Japan’s
cooperation has been proﬁdéd in the form of two-step loans
to the IFTC for pro.moting medium and small scale
enterprises. Assistance has also been given for the
construction of research inétitutes for metal manufacturing
and machine industry. For enérgy development, construction
-~ of power generation faéilities and rural/local electrification

have been the main field of cooperation.
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(3) Infrastructﬁre |
- Assistance. ﬁa’s'beeh'pfo'\iided for the construction of bridges,
1'_ai1wa.ys;. ail:"ports, comm.unication facilities, water services
and sewsage systems and road _p_fojects mainly in connection
with the _devé'lppm_c_ént of the eastern coastal industrial zome.
Most of the ai_d takes the form of 'developmeht .surveys and

“loans.

(4) Human res_oui'ce . Health and medical care
In the area of human‘resour'(:e-development, Japan has been
cOnstructing Vocationai training cehters providing assistance
for  the promctmn of Japan studles and promoting the
Ayutthaya Hlstorlcal Museum Plan to commemorate the
- 100th anniversary of Japan_—’I‘haﬂand fI‘lBZ{ldShlp. These are
being provided through grants or a combination of grants
and prbjéct~type .technical' cooperation. Since 1972 Japan has
also -been providing cooperation for the King Mongkut’s

Institute of Technolog} on a regular basis.
In the area of health and medical care, Japan has been
prov1d1ng cooperation for family planning, nursing education
and primary he.alth care training centers through a

combination of grants and project-type technical cooperation.

(5) Tourism _
In the 13th ODA Ioan Japan has started to provide loans
for developing the tourism-related infrastructure.
Development survey has been implemented for the tourist

development in southern Thailand.
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ANNEX 1 :
The Member of the Study Group for Development Assistance
' - to The Kingdom of Thailand

1. Dr.Yasuhiko TORII Professor, Faculty of Economics.
(Chairman) _ Keio University

2.  DrMitsugi KAMIYA Professor, Depat't.ment of International
' ' Agricultural Development
Tokyo University of Agriculture

3.  MrHiroshi KARU Deputy Director,
Economic Research Institute,
Japan Association of
Corporate Executives
(Keizal Doyukai)

4. MrKoichi NONAKA  Director,
" International Exchanges Department,
Institute of Development Economies

5. Mr.Takashi AOKI Director,
First Division, Loan Department 1,
Overseas Economic Cooperation Fund

6.  Dr.Yoshihiro KAIDA Professor,
The Center for South-East Asian Studies,
Kyoto University
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Member of the Task Force of
the Country Study for Development Assistance
to The Kingdom of Thailand

Mr.Masaaki HANAI
(Leader)

(Macro Economy /
Development Programs)

Development Specialist,
Institute for International Cooperation,
JICA

Mr.Yoshiaki NAKAMURA(Mining & Industry / Energy)

Development Specialist,
Institute for International Cooperation,
JICA

Mr. Kiyoshi MASUMOTO (Society / Culture)

Mr Hidetoshi TAKAMA

Mr.Masaru TODOROKI

Mr. Tomikazu INAGAKI

Research and Development Division,
Institute for International Cooperation,
JICA

(Agriculture, Forestry and Fishery)
Second Development Survey Division,
Social Development

Cooperation Department, JICA

{Human Resources / Health)
Industry Division,

Mining & Industrial Planning and
Survey Department, JICA

(Aid Analysis / Infrastructure /

Environment / Tourism)
Research and Development Division,
Institute for International Cooperation,
JICA
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