2. PROJECTION RESULTS

The projection resulis are presented in summary form in Table 2.1.

Analysis proceeds by first reviewing analyses of the current economic
situation. The next secuon looks at the- projections for the rcmammg yCars of
the Slxth Plan. In the context of the expectanon that the current growth trend
will commue, corstraints on the realization of it are discussed. ‘The final

section considers the long term outlook.

2.1 Current Economic Situation

Al the start of the S;xth Pian, the econormic outlook was conditioned by the
difficulties faced by the countrj in" the final years of the Fifth Plan. The year
1986, the last yecar of the Fifth Plan, saw the cconomy growing at only 4.5
pgrcént, ‘only a small improvement over the 3.5 percent growth in 1985, and

low by the siandard of 6 percent average annual growth over the 1970s and

early 1980s.

The projections for the Sixth Plan prepared by NESDB reflecied the growth
pessmusm of the planmers. The Sixth Plan' strategy concentrated on
achieving a growth rate of not less than 5 percent per annum, and

conceniraled on achieving greater efficiency in the use of resources within

the limits set by-the overall growth.

The cautious outlook .was. also shared by the analysts at the Thailand
Development Research Institute (TDRI 1986), who forecasted a growth rate of
3.9 percent for 1986, 5.4 perccnt for 1987 and annual growth of GDP for 1988-

1991 of betwecen 4.2 to 4.8 percent.
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Table 2.1 Summaiy Results of Projections

Ttem ; Seurce : Year
I | 1986 1987 1988 1989 1990 . 1991 1992 1993 1994
| I
Gross Domestic Product | NESDB(1Y | 1,468
(1,000 million baht | NESDB(2) |
current prices) | waae | : _
scg” | 1,406 1,606 1,798 2,018 7 2,201 . 2,607 2,978
| ToRLCBSY | - '
| TORI(B8) |
|Actwal © |
[ I - _ -
P Growth | NESDB(CY) | - 5.0 .50 5.8 - 500 5.0%:. -
(% arnual) } HESDBC2) ') 85 7.0 70 - _

' S wWes o ) ORI % SRR A% ARERY 27 ANV S 5 SR
[sc8- | . . BRSUR-TEE S 1 7.0 79 7.5 8
| ORECBSY.| 3.9 ° “h.4 o owise e Twe o giet AR
| ToRI(88) | 103, 8.0 . 7.6 7.7
[ Actual © | 4.5 8.4 1.0 ) )

E I o
Herchardise Export Growth | HESDB(1} [ 0.7 fo.7.  10.7 0.7 0.7
(% arnual) | Hesba(2) | ' .6 146 146
| weas | 94 B4 0.4 108 108 0.8 B.4 B.4 8.6
I scs i 2.8 350 %9 2.1 2.4 215 9.8 8.
| ORICBSY. | o
| TORIER) | _ 3.4 BT W 72
| Actial ] 20,7 .28.8 - 35.9 .- o
L : S
Herchardise Import Growth | KESDB(1)") 2.9 9.5 g5 9.5 9.5 9.5
(% amual) | NESDB(2) | %0 1.2 3.7
o |wese | _ - ;
- | 8. [: -3.6 39.2 - 45.0 3.9 ..22.7 6.4 140 . 9.8 ALY
} TDRI(84Y ) 3 ' '
| TBRI(8B) | _ 43,9 2.5 2.2 5.1
| Actual | 2.9 .3 464 '
i I .
Trade Deficit | ESDB{1Y |- 55,600 35,900 o
¢mittion baht) | NESDR(2) | 122,904 119,199 130,045
| sc8- | 44,077 93,722 166,468, 212,786 210,125 183,733 110,180 53,580
| ToRI(B8Y | EE ST T S
| ToRE¢88) | _ 92,935 135,296 182,224 196,956
| Actual " | 44,078 95,000 ST '
| | o
Current Account Deficit | NESDB(1) | 36,000 11,800 .
(million bahe) | NESDBCZ} | 75,938 71,371 79,478
(surplus = (X)) | wege - | . o T L } )
| sts T 6,497 13,6200 47,293 V14,252 149,366 147,366 199,179 < 38,977, (34,528
| TORT(B6) |. 1,835 12,653 18,869 .. 23,599 . 25,547 . 28,926 o
| ToR1¢88) | 47,358. 85,921 127,934 137,024
| Actuat ) 13,620 44,500 ’ . B
f I
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Table 2.1 Summary Resuits of Projections (Cont.)

_ Curfent Accoint Deficit . | NESDB(1)

" As % GOP

| HESOB(2)
| wos?

| sce

| TORIC84)
| TOR1(88}
| Actual

| 3.8

3.7
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0.9

2.2
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1.1

2.2
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3.2
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3.8
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Table 2.1 Summary Results of Projections {Cont.)

Inflation (GDP Deflator) [ HESOB(Y) |

(% arrwal} ] MEsoBe2y | 6.0 5.0 5.0
| wsge | - : _
|sc8 | 1.9 2.5 4.2 5.0 5.0 5,0 5.0 5.0 5.0
| T0R1(86) | ] ) :
| YorI¢B8) | . 4.9 4.5 4.3 3.4 3.9
| actoal | 3.3 4.0 7.0 ' :
]

Sources are &s listed in the References.

HESDB(1) : Origimal Sixth Plan

NESDB(2) : Revised Sixth Plan

WBa9 : Vortd Bank Report, 1969 -

SCR : Siam Commercial Bank Report

TORI(86) : TORI 1986 Year-end Conference Paper

TORICA8Y : TORL 1983 Year-end Conference Paper

Actual : from Bank of Thailand Honthly Bulletin Deceaber 1988

Contrary to the prevalhng pessimism, in 1987, the ccﬁnomy expandcd at the -
rate of 8.7 percent in real terms. The growth momentum was maintained mtd
1988, which saw the economy grow at 11 percent, the hxghest_ growih in a -
single year since "1'9.71, surpassing the previous record of 10.4 percent growth
in 1978,

Writing in 1987, the TDRI analysts said, rather modestly of their 1986
projection, that

"While it is always unwise in a forccasung exercise of this. sort to look ‘back . at
last year's forccasls, it was clear that we underestimated thc growth potcnt:al,
for manufactured exports, and the strength of the boom that it therefore
gcnerated.“ (TDRI, 1987). :

By 1988 the growth performance of the economy has become an- established
fact, and the comment by TDRI on the macroeconomic ‘situation in 1988 rmgs

of deja vu,

"Thailand's economic success in 1988 is a continuation of 1987's forward .
momentum. The mechanisms of growth for both of these years werc quile

similar, being led by a dramatic increase in manufactured exports. and
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reinforced by a large net inflow of foreign capital through dnrcct and .
portfolio-. mvestment

Rather lhan erring on the side of caution, TDRI now allows itself to be
optimistic, . considering 1988 as "an important milestone. in' Thailand's economic
development and movement toward becoming a more industrialized ¢ountry."

To account for the growth trend of ‘the 1987-1988, TDRI -identifies four factors
_con'tribut_ing o the economic: expansion:

1) the "excellent" performance ~of Thai manufactured exports is more
secure, '
2) the “superior" investment atmosphere -in Thailand attracted much more

(mostly export-related) domestic and foreign investmeni,

3) the growth of service receipts was higher than cxpccled. and, if the
~trend . continued, would help provide resource for long-term
development, -and

4) . the sharp increase  in agricultural prices help reduce the "usual”

. anxiety (sic) thai- past development cfforts were biased against the

agricultural sector.

Undoubtedly the tum of events had surprised most observers. The Bank of -
Thailand, looking ahead to 1987, was anticipating growth of 5 %, an
_improvement over 1986, The growth of cxporis was -expecled to be 10-11 -per
cent due ‘1o the poor production of agriculture in 1986. (BOT, 1986) Writing at
the end of 1987, which had seen exporis grow at 28.8 percent and GDP. growth

of 8.4 perceni, the Bank continued its cautious stance:.

"“Fhe overall economic grm'vth-'_ratc.-.wili lie between 5.8 - 6.3 percent, .
representing. a-decline -from 1987 . The overall growth of manufacturing
production witi fail slightly ‘ because the world economy is predicted to expand
“at:a slower pace, while -some industries will also face production capacity -
constraints- and . higher prices” of raw materials exports are expected to expand

by about 11 - 13 percent.” (BOT,: 1987)

The Bank must hévc' been -pleasaﬂtiy.'_surprisied when the final figures for 1983

showed that merchandise” exports grew:. at.35.9 per cent in value terms:
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The changed fortune of the cconomy, wnh strong growth commumg over the
first two years of the Sixth Plan at the rale ‘well above the -Plan targets, coupled
with the change of government following a general electton in July 1988,
prompted the government to- order. a revision of the. Plan for- the remaining
plan period (up to 1991). The direction of. the plan revision ‘was set in late

1988, and the revised plan was approved in outline in . early - 1989,

Forecasters and analysts have also revised their projections in the light of the
strong growth prospects. The following section considers the current:

available forecasts.

2.2 Outlook to the End of the Sixth Plan
2.2.1 The Overall Economy-

The revised growth target for the rcmaining years of the Sixth Plan is now 7.5
percent per annum (NESDB, 1989). A comprehensive policy package was
outlined,” with the aim of maintaining the growth momentum: the  current -
account deficit was set to be within 4 percent:of GDP, as was the saving-~
investment gap, and the budget deficit was set to be within 1 percent of GDP.
Within this constraint, government investment expenditure  was 'expccted to
grow 20.6 percent annually while the foreign debt ceiling, the limit to total
foreign borrowing by the public sector, was increased to 1,200 million US$

annually. Private invesiment was to be encouraged.

For the period 1989-1991, there appears (o' be a consensus on the growth of the
economy. Forecasts by the TDRI and the Siam Commercial Bank Research
Division are in agreemenl on the growth for 1990 and 1991 at about 7.4 to 7.6
percent per annum. For 1989, -there are some differences. in -viewpoi'nts.
NESDB foresees growth of 8.5 percent, slightly -higher than the TDRI; (1988) ..
forecast of 8 percent, but- lower than- the SCB forecasts  of 9.6 percent per
annum. - However, the views on growth over the whole period are remarkably
similar for analysts at NESDB, TDRI and the Snam Commercial Bank,

representing the official view, the independent researcher's - v1cwpomts and
the view of private business. The surprise lies in the fact that the

convergence is . achieved even with. quite diverse -assumptions about the. main -

growth factors of the economy: exporis- and - investments. . =~
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2.2.2 Sectoral Trends
l)' ‘Exports

There is no doubt that the current boom is led by the growth of manufactured
exporis,. From a 10.3 percent annual growth in export (FOB). in 1985, the export
boom began in 1986 with a growth of 20 percent in 1986, and accelerating to
28.8 percent in 1987 and 35.9 percent in 1988, As already mentioned, growth of
this magnitude was not anticipated in 1988. But for the future, analysts appear
o accept that vigorous growth will continue. With the exception of the World-
Ba_n_k, who foresces a growth rate of 10.8 percent for merchandise export up to
1991, which is .incidentally identical to the original Sixth Plan target, the
growth forecasts by. others are considerably higher, ranging from  the high
forecast by the SCB of about 25 percent in 1989, declining to 22 percent in 1991,
to TDRI (1988) forecast of a less rapid growth of 17.1 percent by 1991, NESDB
(1989) adopts a more cautious view of growth of around 14.6 percent for 1990-
1991, though.it is in agreement with the others on the forecasts for 1989. In
this case, the private sector seems to be the most optimistic, and the
government sector the most cauiious, with the independent researcher
somewhere in between, - The difference in the forecasts reflects the different

assessments of the world trade situation in the  future.
2) Investment

Public__invesiment

During 1986-1987, public gross fixed capital formation acwally fell in real
terms, by 12.4 percent in 1986 and 11.3 percent in 1987. In 1988, the increase
in public investiment was 1.9 percent in real terms. The reduction. in public
investment was imposed by the slow growth of the overall economy and the
tight government budgetary -conditions. The result has been the deterioration
in the level of public services -- inadequate -infrastructure improvement and
maintenance, and has led to complainis that inadequate infrastructure is now

a constraint on the continved expansion of the economy.
In recognition of this situation, in the revised Sixth Plan, public investment is

expected to grow by 11 percent annually until 1991. According to NESDB, 55.5

billion baht will be spent on transport deveiopmcnl projects, in addition to the
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originally planncd budget of 135.9 billion baht. Additional: budgets have a’Isd :
been allocated for cnmergy development, communications ‘andpublic  utilities.
The revised iotal budget for the period EY 1987-1991 will be 353.3 bllhon The -
timing of these projects will nced to be worked out so as to keep forelgn
borrowmg within the~ govemmcms overall formgn debt ccﬂmg and  the -
approval through the approprlatc channels. “Thesé - conditions in pracncc :
mcan that the ‘planned projects -are likely to ‘take - longer, and actual spending -

would be less, than anticipated.
Privale investment

In contrast to public investment, privﬁle investment _.has shown ivigdréus,
growth in 1987-1988, increasing from' 0.4 percent growth in real termsin
1986, to 34.4 percent in' 1987 and 30.8 % in 1988, However, the high giowth <
rate of private investment is not 'c’on:sid'créd' to be maintained. For. the périod -
up to 1991, SCB forecasts the growth of private investment to be at & lewer rate
of 108 percent for 1990 and 4.6 percent  in 1991 after ‘a strong year in 1989
with investment growth of 31 percent. NESDB forécasts' a more stable pattem
of growth, around 15 percent in 1989, drﬁppmg o’ 8 ‘percent in 1990 and: 7
percent in 1991. The basis of the estimatcs are the planned investments ‘which
have received investment _promotion as -well - as the _estimated investment
required to sustain output growth on the basis of thc incremental capital
output ratio (JCOR). On past records, the ICOR in Thailand ranged from 3 for -
1987 to 6.4 in 1985. For the future, with the move to more manufacturing
production as well a the accelerated investment in infrastructure, the JCOR is
likely to remain high, and therefore a higher level of investment is morc.

likely.
2.3 Constraints on Future Growth

In the context of rapid growth; the analysts have identified a number of
constraints that arc likely to slow down, if not disrupt, the continuation -of ‘the
“current trends. These ¢an be separately discussed . under the headings of - -~
internal and external factors. '
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.2..35.15 Internal Constraints

Internal qo’nstraints range from physical shortages of various inputs to
sustain the rise in output at the micro or enterprise level to.the shortfall in
domesiic savings 10 sustain the rate of inveélment already anticipated or
required 10 meet the growth targets.

_The shortage of Cgpacities in the . supply  of infrés,trucf{ural services is now
beginning to be felt nationally.- This ranges from the congestion at the Kiong
- Toey Pori for shipping out exporls and bringing in impons, the lack of
tcicphbne lines in the new industrial areas, the lack :of suitable sites for .-
locating factories, the shortage of - stecl rods for construction, to the lack of
qualified personnel to -staff the new. emerpriiécs.

The macro - constraint in. domestic savings can be highlighted by considering
the ratios of gross national savings a.nd of gross domestic invesiment to GDP,
In the slow growth year of 1985, the domestic saving ratio was 20.1 percent, -
while the gross domestic investment ratio was 24 percent. The ratio of savings
to investment was 80.8 percent. By 1988, when GDP growth reached 11
percent, -the domestic savings ratio increased to 26.6 percent, while domestic .
investment ratio was running at 27.5 percent. The ratio of savings to -
investment. was 96.7 percent, or a -shortfall of just under 4 percent of
investment.  The difféerence was that in 1988, there was little. or no slack in the
economy to accommodate the increased level of investment. The continuation
of the investment boom needs therefore to be sustained by an inflow of
foreign capital. In-the view of the World Bank, this depcndence on foreign
capital creates a vulnerability in Thailand in the cveni that the external

conditions become lecss favorable,

2.3.2 External Constralnis
The external constrainis can._be identified as the elements that together make
up the two exiernal balances -- the balance of trade and the balance. of

payments. - To the extent that capital flows are also related to the -performance

of exports, the two constraints can be combined and considercd -as one.

1) The trade- deficit
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The growth of cxport has been alrcady discussed. Now we turn. to“the forécast
of imports, In the original Sixth Plan, :mports were largeled to grow by 95 -
percent per annum.’ In fact, for 1987, mnports incrcased. by 39 percent, and for
1988, the incrcase in imports was 46 percent.  The trade deficit in 1986-was
14.36 billion baht, as imposis ‘were cut back by the sluggish growlh of ‘the .
economy, As the economic uptum was set in motion, and- the impori- bill rose,
the trade deficit increased 1o 43.8 billion baht in 1987 and more than doubled
in 1988 to 96 billion baht, DCSpilc the strong growth - of ¢xporls, imports grew
more rapldly. Imports are - also expected to grow, albeit ‘a slightly lower rate
than exports, .up to 1991, But the trade deficit will femain well ‘above 100. -
billion. Projections range from ' the low of 130 billion baht as projecied by
NESDB, 1o the high of 210 billion baht, as projected by the SCB “The reason’ for
the growth of imports is the import of capital goods required '_by_the" increasing
investment, and the impori of raw materials for increased domestic

production.
2}  The current account deficit-

The impact of the trade deficit was reduced 1o some extent by the inflows due to
services' earnings and unrequited -~ transfers..  Thailand consistenily ‘enjoyed “ a -
net surplus on the service accouni, due ‘1o income from tourism and the
remittances of Thai workers’ abroad. In 1987, these two inflows accounted for
73 percent of services receipts. - The figu'res from the Bank of Thailand
indicated that the net services balance increased from 34.5 billion baht in 1987
to 51.5 billion in 1988 (BOT, 1989)'. Yei, taken together with the trade deficit,
the current account balance (trade+sefvices and transfers) in 1988 was in
deficit by 44.5 billion bahi, about three times the amount envisaged by the
original Sixth Plan,

However, the absolute level of the current account deficit may be less®
important than the ratio of the deficit to GDP.  In this regard, the p’rojectibn’s
indicate a consistent rise in the ratio for the remaining ddratioﬁ‘of “the - Sixth
Plan. In quantitative terms, - the ratio mcrcases from 1.1 ‘percent in - 1987 to 3
percent “in 1988." For 1989-1991, a dwergence of views can be dlsccmcd For-
NESDB, the current deficit is projected to be declining from a hngh of 4.5
percent of GDP in 1989 10 3.7 percent by 1991, ' Others are less optimistic about
the ability of the economy to cbhtai_n the deficit. - The World Bank projects a
current account shortfall of 5 percent’ of GDP umtil 1991. TDRI {1988) pfojccté a

46



6 percent current account shorifall, while the SCB forecasts a shortfall of 8.3
percent of GDP in 1990, reducing 10 7.3 percent in 1991. The difference clearly
reflects the differing assessments of the import propensitics by the NESDB and
the private secior as represented by ‘the SCB.

3) The capital account

The key element in the éxtcmal sector in the.presem context, and the most
unpredictable, is the capital inflows. Net capital inflow for 1987 was 16 billion,
increasing to 68.6 billion in 1988. * For this year, TDRI (1988) projects a direct
investment inflow of 24.9 billion, and private net horrowing of 45 billion. For
subsequent years, both items are expected to grow, with ‘the exception of a drop
in net private foreign borrowing in 1989, By 1991, when the current account
deficit is ‘expected to reach 137 -billion baht, this is expected to be finance by 36
billion baht of direct investment, 78 billion baht of private net borrowing, and

the remaining' 22 billion baht taken up by public borrowing.

The dependence on foreign capital inflow to finance the current account
deficit raises. the question of debt servicing. The gquestion was a major concern
of the TDRI (1986) report, which estimated that the stock of external debt had -
risen to as much as 45 percent of GDP by 1985, from a low proportion of less
than 10 percent in 1975. The high debt ratio was caused by high interest
‘payments, ‘tow GDP growth and devaluation of the baht in 1984.  According to
World Bank's estimate, the ratio of outstanding debt to GDP has risen from 39.4
percent for 1982-86 to 41.4 percent in 1987-88. Yet, due to a fortunate change
in the world monetary situation, interest rates have been falling, so that in
spite of the rising siock of external debt, the debt service ratio has declined,
from 24.2 percent of GDP during 1982-86, to 16.6 percent during 1987-88. For
the period up to 1991, the World Bank- foresces that the external debt situation
would stabilize. The ratio of the total debt outstanding to GDP will ‘be around -
just under 40 %, while the debt service ratio will be around 14 percent. The
Thai . sources under consideration do not. deal with the question of debt
servicing, though the amount of debt creation will be limited on the public
sector side by the foreign debt ceiling, now increased -to' 1.2 billion US$ per’
annutn, and on the part of thc'privata' scctor, by movements of interest rates
in the world financial market. With the [ifospects of increasing interest rates
in the industriélized' countries, short term bofrowing should decrease, leading

10 tightening of the domestic moncy market and the rise in interest rates. This
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would in turn restrain the grewth of investment. In the present context. of

shortage of capacitics, this is perhaps a bcncﬁc:al dcvelopment on the

monetary front,

In conclusmn “the outlook for the penod up to the end of the Smh Plan -
accordmg to the various projections is that the economy - will conlinuc to . grow
vigorously, if not at the rapid pace expcrlcnccd in the past lwo years. The
growth of the economy is dependent on ‘the - continued -growth of. manufactured
exports to stimulate demand, and on the inflow of extcmal finance {o. support.
the investment growth and ease the balance o_f..paymcnts consiraints.: - Given .
the external growth prospects, the growth debt servicing burden is expected to

be manageable.

2.4 The Outlook Beyond the Sixth Plan
2.4.1 Toward 1996 and 2001

Looking ahead beyond the end of the Sixth Plan, up to the year 2010, the .
equivalent of four more Five Year Plans, is an cxercise in futurology. .The.
.projcclions considered so far do not cover the whole of the pei‘,iod,*:_ihough g
some projections cover part of the period. The World Bank projections are
taken. to the year 2001, while the SCB only goes as far as 1994, TDRI is engaged
in a study of Thailand up to the year 2010, but results are not so far. available. .
For the purpose of this paper, we therefore consider the SCB and the World
Bank's studies. '

The World Bank projects the GDP growth over the period 1992-96 to be 6.3
percent annually, with exports growing at 8.4 percenl per annum. ..
Investment will continue 1o exceed (domestic saving, so that dependence on
foreign financing will continue. The current account deficit™ will be around
3.5 percent of GDP, a decliné._from"lhz_a S:pe_r__ccnt ratio of the Sixth Flan period..
For the period  1996-2001, the World Bank projections show exports increasing.
at 8.9 percent per annum, while other trends continue. The result is that the.

current deficit as a percentage of GDP falis to 2.5 percent. -
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2.4.2 Sensitivity . Analysis.

For the longer term analysis, the World Bank considers the economy under two
alternative scenarios. 1In the "high". case, using an assumption of stronger.
growth of - manufactured exports, -at 10 percent per annum, GDP growih is
projected 10 increase by just under 1 percent, from 6.3 1o 7.1 percent.  The .
favorable . external performance would reduce the current account deficit .and
the debt scrvice ratio slightly In the "low" case, the reverse. is projected, GDP
growth will -drop to 4.6 percent, while the current account deficit would rise to
8.1 percent of GDP and the total debi service rauo would increase to 8.1 percent
of GDP. In the historical perspective, the. low case represents a return to the
slow growing years of the ecarly 1980s, with the attendant external problems.

The World Bank's scenario projections serve to “demonstrate the sensitivity of
the present development trends to the performance of manufactured exports,

In the light of the projections, the World Bank concludes that.

“sound macroeconomic management will be critically important in order to
maintain a faster growth path, the economy must increase boih the level of
investment and its ecfficiency.(World Bank, 1989:p.162).

2.4.3 An Ajternative View

A more opiimistic scenario is painted in the SCB projection, which covers the
period to 1994, As .alrcady described, the SCB foresces a vigorous growth of
exporis of more than 20% up to 1991. Beyond 1991, the growth of expons is
projected to slacken slightly, but will nevertheless remain strong, falling to
only 18% in 1994, In contrast, imports are expected to decline sharply, from
the 35% growth in 1989 10 16% in 1991, and falling further to 11% by 1994. The
SCB reasons that the spurt. of rapid investment growth will have declined, and
with it the need to.import capital goods exiensively. At the same lime, the
investment already undertaken will be yiclding output in return, contributing
the rise in exports. The net result, according to the SCB scenario, is that by
1994, the trade deficit would decline to a mere 1.7 percent of GDP, When
'coupied with earnings from services and tourism, __the current account will be
in surplus,'at the level of 1.2 percent of GDP. Interestingly, the SCB considers-
that the economy will face then a problem of labor shortage, due (o the rapid
absorption of labor by the manufacturing sector. Labor would no longer be
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"cheap", and there would be a higher level of urban- “based ‘population.dnd

employment than at present

Interestingly, the long term development - issﬁe’ appéars to be identified ‘as how
to tackle the constramts on ‘the- supply mdc,_wnh SPCleiC refercnce 10 thc
human rcsourccs o support continued- mdusmalizatlon thm thlq centcxt, )
the ‘questions of the regional distribution. of” thc labor force, empioyment and :
economic actwmcs come to the fore, ‘with- 1mpcrtant unphcatlons for the "
Upper Central Region. Thcse issues - “}nll be d:scussed m the next Chapter._f i
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3. IMPLICATIONS FOR THE UPPER
CENTRAL REGION |

3.1 .Relevance to Ongeing National Policies

The projections’ reviewed above reflect the changing views of the Thai
ecoriomy’ over- thé period since. 1986, They are broadly similar - in- identifying -
-the "cause of ~upturn -in ‘cconomic pcrformancc in the . favorablc external trade
sector, ~The: views of the various analysts arc reflected also in the: revision of
the Sixth Plan as stated in the Cabinct resolution in 1988. - As such, it may be
considered that the projections are part of the policy making cnvironment. In
particular, they help to identify the focus for policy. This has shifted from
maintaining. economic  stability in an unfavorable environment 1o '

maintaining growth under  the increasingly felt capacity constraints,
3.9 Effects of Assumptions on Projection Results.

It is not possible to quantify -the effccts of various assumplions, though. the

effects on the resulis can be assessed qualitatively.

The TDRI 1986 assumptions are the most restrictive, by assuming low
commodity prices and high oil prices, the projected exicrnal -balance is. highly
unfavorable. In addition, the restrictive fiscal policy further dampens the
growth of domestic demand. - As evenis turned out, the external  situation:
improved greatly - in Thailand's favor. Commodity prices, in- particular . the oil

price, ‘moved in opposite direction. from .those - assumed.

The restrictive : assumplions . were discarded in. TDRI 1988. - In’ addition, but the

gxpansionary - mvcstment assumpuon helps to boost - projected demand,

~ The SCB~ assumphons are the most. favorable, wuh a bullish outlook on the

expansion oOf world trade, and exchangc rate movemcms helping to. boost Thai

export.
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The World Bank assumplions are¢ mosi eiaborately detmied but in essence, thcy
reflect the gemerally held views that conditions favorable 1o growth of the

Thai economy will continue.

3.3 Regional Implications of the Projection Results

The 'projections reviewed are not explicitly concerned with the regional
implications of the results, except in particular aspects of the investment
growth and the .labor force. Location of hew manufacturing capacities and
migration of labor seeking employment are major concerns in the World Bank
and the SCB analyses. The NESDB projection does not explicitly deal with the
regional issues, thmigh' reference - is made to the policy in the 'ofi_gi,ﬁal Sixth -
Plan.  The more favorable context of the revised Sixth Plan .allows the .. -
government 1o pursue the - decentralization and  redistribution objectives  with
greater effort than was cnvisaged in the -original plan. . The concern about
equity and income redistribution issues is also reflected in the. later TDRI
analysis, In summary, the regional implications of the projections. are
favorable to furiher decentralization of activities and for the greater potential

for growth in the regions, particularly the Upper Ceniral Region.
The discussion will be divided into the following topics:

(1) Location of economic activity
(2) Employment

{3) Government policy
3.3.1 Locatlon of Economic Activity

The' spatial - consequence of the expected growth in manufacturing  activities .
has not been elaborated in detail in any of the projections under review.
However, a follow- up of the - SCB study anticipates that there will - be a strong.
outflow of labor from agriculture, into the manufacturing and services -
sectors, which would result in the expansion of the area where. these: activities
are concentrated, namely the Bangkok Metropolis and the. vici:iit’y'-. In fuﬁ;re,
the SCB speculates that the "metropolitan” region may be cxpanded to include
the provinces of the central region, as well as the provinces in- the Eastern -
Seaboard Project.
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Al _lhc'-same"’ time, the World Bank 'stildy touches-on the problems of industrial
growth in ‘Regional Cities;  According the World Bank reportt,

"Regional cities have ‘stayed small in Thailand. In. these cities, wages are
lvaef, land . is cheaper, and workers who can be - casily trained - arc - available.
The main constraints are the lack ~of efficient government and ~business
services, information flows for markeﬁng and technology, ~and transport -
access." (World Bank, 1989: p.111) : .

The report "attacheés - considerable importance to the role of small and. medium
enterprises in gencrating economic .aciivily.k It then notes that these
entérprises 'gencrally depend on low-cost access to basic infrastructure and on
physical pr()ximity to linked enterprises. For thesc reasons, they tend to
choose to locate in urban centers of some size.  In turmn, the center plays the
role of the "incubator" for these enterprises by providing them with the
services they require at 10\{.' cost. The problem, as identificd by the World
Bank, is that due to congestion and controls on factory establishment in the
Bangkok Metropolitan Region, therc is a shortage of suitable sites for these

gnterprises,
3.3.2 Employment

The employment problem under consideration is the location of employment.
As anticipated by the SCB study, migration into the Bangkok Metropolitan
Region is likely to continue. The problem of housing the new workers is
highlighted. However, there is a growing opinion that industry is moving io
areas where labor is already available, mainly the urban centers designated
the "Regional Cities" such as Nakhon Ratchasima, FHow this trend develops will
depend on the provision of necessary infrastructurc to sapport the operations

of industrics locating there.

3.3.3 Government Policy
Under the heading of government policy, the main point is not whether there

"is a policy 1o decentialize economic activity from the Bangkok Metropoiitan

Area, but how this can be achieved. As described in the World Bank report,
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therc are deficicncies® in- the ~planning of infrastructure, -which -need ‘to be:

rectified if the dcccnlfa!i_iatidn "pdlic:y ‘is 10 }b'e,.sﬁcécs'sfullyf implemernited.

The 1mpl;cat10ns for lhc Upper Central Regnon are that the. emcrgmg trends
arc highly . conducive to rapid - the- industrial dcvclopmcnt -of - the: rcglon . The [
reasons are: clasc p:ox:mnty to thu BMR cxnstencc of some mfrasiructure, and
the avatlablhty of land at lower costs than in the BMR Howcver, ther¢ s a -
need 1o assess carcfully the advantagcs and disadvanlages of ‘the reglon for
spec:ﬁc industries, and there is a need to plan carefully for thc provision “of
physical and samal infrastructure to  accommodate ihe | potcnual industrial -

growth.
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TECHNICAL NOTE

The set of projections under rcview comprises the following:

Ty

@)

)

()

(5)

(6)

The Slxth National Economlc and Soc;al Development Pldn pubhshcd in
1986 for use durmg the perlod 1987- 1991. |

_The“'Revised' Sixth - Plan, pubiished_ in--iﬁé‘ompiatc' f_orm; in. 1989,

‘following a - resolution by -'t_hc- Council of ‘Economic Ministers on -~

adjrust'rhcnt of the Sixth Plan in OQctober 1988.

".The World Bark répf}rf,'."Thai_!and: Countx‘y'Economié Memorandum,

Building on the recent Success-- A Policy Framework", -published in -
February - 1989. ' o

The Siam Commercial Bank Economic Research Division,: Trends and .

challenges for the Thai Economy", published “January 1989. .

Thatland Developmcm Research Institute, "Finéncial -choﬁrces
Managemem", prepared by .the Macrocconomlc Pohcy Program, for the

Year-énd Conference on Rcsources Management, 1986,

'Thalland Devclopmem ‘Research Insmute, "An. Economlc ‘Forecast for

Thalland in- 1988 and Durmg the Sixth Plan pcuod" Year-end
Confcrcnce, 1988,

In addition, the paper draws.on published data issued by the Bank of “Thailand

and the National Accounts Division, 'NESDB.

“Existing projections of reference are as follows:

NE’SDB‘, 1986: " The Sixth Nat_ioﬁal_ Ecbn()m_ic"and Social Dével'opmént - Plan,
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NESDB, 1989: The Revised Sixth Plan, draft wotking papers. ~ 5@ -

NESDB, 1988: Rcselulio_'n:. by the Council of Economic Ministers on ) * Adjustment

of - the Sixth Plan,

World Bank, 1989: "Thailand: Co‘ﬁmry"E_conomic Memorandum, Building on. . g

~the tecent  Success-- A Policy  Framework".

TheSiam Commercial Bank- Economic. Research Division, 1989:  "Trends and -

Challenges for the Thai Economy".

- Thailand Developmeni Research Institute; 1986: “Financial Resource . -
'Managemem", ‘prepared by. the Macroeconomic Policy.: Program, .
for the Year-end Conference on',Rcsources.ManagcmEnt, 1986..

Thailand Devclopment -Resc_:érch Institutc, 1988: "An Economic Forecast fof_
Thailand in 1988 and During the Sixth Plan. -Périod‘_'. 'Year-cnd_
.Conference, .1988. .

Bank of Thailand, 1986: Annual Economic Report 1986,

Bank of Tha'i}and, 1987: Annual Economic Report 1937.

Bank of Thailand, 1988: Monthly Economic Report December 1988, 0 -
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APPENDIX 1. LIST OF STUDY REPORTS AND PAPERS

REPORTS

Design for the Study

Inception Report

Inception Report: Amendment

Progress Report
Interim Report
Executive Summary
Master Plan Report
Technical Reports
Yol. 1 Spatial Framework for Development
Vol. 2 Environmental Management
Yol. 3 Land Use and Agricultural Development
Vol. 4  Industrial Development
Vol. 5  Distribution
Vol. 6  Water Resources Management
Vol. 7  Transportation
Vol. 8  Economic Environment
Vol. 9  Local Govermment Finance
Yol.10  Energy
Vol.11  Landsat Analysis
Draft Final Report
Executive Summary
Master Plan Report
Sector Reports
Vol. 1 Spatial Framework and Network for Development
Vol. 2 Urban Management
Vol. 3 Environmental Management
Vol. 4  Water Resource Management, Agricultural Development and
Land Use Management
Vol. 5  Industrial Development
Vol. 6  Distribution and Marketing
Vol.-7  Energy
Vol. 8  Social Development in Rural Economics
Vol. ¢  International and National Economic Environment
Vol.10  Human Resource Development
Vol.11  Landsat Analysis
Final Report
Executive Summary
Master Plan Report
Sector Reports
Vol. 1  Spatial Framework and Network for Development
Vol. 2  Urban Management
Vol. 3 Environmental Management
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: _Water Reseuree Management, Agncultural Development and

“Vol. 4
Land Use Management
~Vol. 5 - Industiial Development. =
Yol. 6 sttnbuuon and Markehng
Vol. 7 ' Energy- _
Vol. 8  Social Development in Rural Ecenomtes
Vol. §  Interational and National Economic Environment -

Vol.10  Human Resoutce Development
Vol. 11 -Landsat Analysns

2. PAPERS |

Papers for Semmar, Sara Bun, November 2 3, 1989
' Development Framework, Stmtegxes and Producnon
2 Urban, Land Use and Infrastructure Developrnent -
3 Cntleal Issues for Development Management :

Papers for Semmar, Pattaya, July 28 29, 1990 '

~ Agriculture and Water Resources: Policies and Programs
Industry and Energy: Policies and Programs .. & °

‘Urbanization and Infrastructure Facilities: Policies and Programs
Development Administration and Envmonmental Management
Pohcxes and Programs
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APPENDIX 2. STAFF INPUT

Members of UCR Study Project Staff of NESDB

1.

© o ® N e W

1L
12.
13.
14.

Mr. Vithya Siripongse
Dr. Utis Kaothien

Mr. Manu Satiayateva
Mr. Weera Sritaranondha

Mr. Teerapat Kaiyarit

Mr. Numthip Pattanaskul
Mrs. Somsiri Protitikul

Mr. Sumeth Srisangthaisuk
Mr, Kiattikul Lueangwattana

Ms. Piyachat Sonkom

Mr. Poolwit Bua-on
Mr. Mana Ligkachai
Mr. Sumitra Pooltong

Mr. Chokdee Srisomboon

Deputy Secretary-General and Project
Director

Director of Urban Development Coordination
Division and Projecior Advisor

Director of Central Region Development
Center and Project Manager

CRDC Official and Counterpart Team
Member

-da -
-do -
-do-
-do -

UDCD Official and Counterpart Team
Member

CRDC Official and Counterpart Team
Member

-do -
-do -
-do -
- do -

Members of JICA Advisory Committee for UCR Study

1.

2.

3.
4.

Mr. Koichiro Katsurai

Mr. Koichi Nonaka

Mr. Koji Taniguchi
Dr. Kunitoshi Sakurai

Chairman of the Committee, Institute for
International Cooperation, JICA

Member of the Committee, Institute of
Developing Economies

Member of the Committee, IDE
Member of the Committee, IFIC, JICA
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5.

TEA
1.

10.
11,
12,
13,

14.

Mr, Atsushi Matsumoto

Dr. Jinichiro Ya_bufa

Dr. Masahiko Honjo.
Mr. Yoshinobu Nomura
Dr. Masahirn Nakashima
Mr. Tadashi Kume

Mr. Toru Ishibashi
Dr. Michiaki Hosono

Mr. Katsuhide Nagaynma

. Mr. Atsushi Saito

Dr. Charit Tingsabadh
Mr. James M. McBride

Dr. Masayuki Doi

Ms. Abha Siriv_ongs Na Ayuthaya'

M. Masamichi Cgawa

- Member of the Commlttee and Officer in |
Chargc, JNCA _

Leader,
Regional Developmcnt,
IDCY

Advisor,

Regional Dcvclopment
IDCI

' Depnty Leader,

Regional Development, -
PCI

Water Resource and Environmental - .

~Management,
IDCI

Land Use and Environmental
Management,
PCI

Industrial Development,
‘ECFA

Agricultural Development,
PCi

Spatlal Framework for Development,
Urban and Envuonmcmal Managcment

- PCI

Distributional Marketing,
PCI

National Economic Enwronmcnt,
CUSRI

Transportation Dcvelopment,
PCI

Transportation Development,

Water Management Instltutlon, _

CUSRI

- Industrial Development,
IDCT
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15,

Mr. Masahiro Hamano Local Authdrity Finance, -
SOMC
16. Mr. Masumi Ishida Energy and Regional Ecdnomy,
IDCY
17, Mr. Kaznto Yamada Environmental Management,
PCI
18. Mr. Kenji Domoto’ International and National
Economic Environment,
o _
19. Mr. Toshiyuki Imai Private Investment and Industrial
- Development,
DG
CUSRI: Chu!aleng Kom Univérsii}‘ -Social Research Institute
ECFA: Engireering Consulting Firm Association
IDCT: International Development Center of Japan
PCL Pacific Consultants Intcrnational
SOMC: Shinke Overscas Management Consultant
CO-EXPERTS
1. Dr. Surin Setamamit Environmental Management,
Chulalong Korn University
2. Dr. Chamnien Boonma Agricultural Economy,
Kasetsart University
3. Dr, Kamol Sudaprasert Human Resource Development,
Nonformal Education Department
4. Dr. Jacques Amoyot Social Development in Rural Economies,
Chulalong Korn University
5. Dr. Wisoot Wiseschinda Social Development in Rural
Economies,
_ Chulalong Korn University
6. Mr. Suvit Vibuisresth Landsat Analysis,
Thailand Remote Sensing Center
7. Mr. Satoshi Machida Landsat Analysis,
Pacific Consuitants Co. Ltd.
8. Dr, Krai Tungsonga Survey of Industry, Distribution and
Marketing,
Asian Engineering Consuliants
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9., Dr. Kraiyudht .
Dlnratayalanant
10. Dr. Jesada Kaewkulaya |
11.  Dr. Daranee Thaviripipatkul

12. Ms. Shujit Pongtong

Wm | | -
| e Gcncral Manager Planmng DlVISIOI‘l, |
- IDCy | >

1. Mr Yasunobu Kawato

2. Mr. Tsuneo Sakano

Co Loa‘al Govemment Fmancmg,
. Chulalon g Kom Umversnty

Water Managcment

o Kascrsart Umvers:ty

' Urban and Human Settlement Analysm, '
_ -Chulalong Korn Umvers;ty F

| Tourism Dcvelopment,

Tourism Authority of ‘I‘haﬂénd

: Res:dcnt chresentanvc
-PCI Bangkok '
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