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Chapter 1 OVERVIEW OF ECONOMIC DEVELOPMENT

1.1 Developments in the National Economy

Over the past three decades, Thailand’s economic growth has averaged about 7 % per
© cent a year, which has resulled in a five-fold increase in real per capita incomes, while
inflation averaged below 5 per cent during the period.” This is an exlraordinar:y record
and a testimony to the emcrpnse of the Thai people and the quality of the authonucs

economic management. This rapid economic expansion has transformed the ecorony
~ from one largely depending on a narrow agricultural base to one - with signiftcant modern
manufacturing and service sectors. For example in 1965, agriculture accounted for 35
per cent of GDP, while industry and services contributed 24 per cent and 41 per cent
- respectively. By 19953, agrlcullurc s share of output dropped to 11 per cent, while the
~ shares of industry and services had increased to 40 per cent and 49 per cent respectively.

Thailand’s most difficult penod for macroecenomic management occurred durmg

© 1980-86 when the cconomy was adjusting to severe external shocks-—the second oil

. price shock, the surge in US interest rates and the appreciation of the dollar, and

deprcssed commodity prtces The major problems were deterioration in the batance of
payments, falling external reserves and Tising foreign debt. Stabilization measures.
included restrictive monelary and fiscal policies, tax. system reslmctunng, and
devaluation of the baht | in 1981 and 1984 and the pegging of the baht to a currency

: _baskel The measures put in place proved to be instrumental to the resumption of rapid

economic growth as the external environment improved after 1986. The following

records average annual econormic growth over recent Plan periods:

GDP Growih by Plan Period

Period Real Avcras{e GDP Growth
~ 5% Plan 1982-86 5.2%
- 6" Plan 198791 . 11.3%
7% Plan '~ 1992-1996 " 8.1% estimate
$® Plan 1997-2001 8.0% target

Since 1986, Thailand has experienced an extraordinary economic boom owing to a rapid
expansion of exports and investment expendilure (see Table 3.1.1 and Figure 3.1.1).
Economic growth reached a peak of 13.3 per cent in 1988 and since 1991 has been
refatively stable In the range of 8-8.7 per cent. Over the F0-year period through 1995,

1-1



growth has averaged 9.4 per cent a year, high both in absclute terms and in comparison
* with other countries. The driving force propelling the 23 per cent annual expansion in
~exporis was a surge in manufactured exports, which accounted for 80 per cent of the
total exports by 1995. The expaunsion in invesiment largely reflected private sector
investment, particularly in the export-oriented manufacturing sector. Particularly after
1988, T hailand benefited froni a surge in foreign direct investment, much of which
reflected industrial refocation from Japan and the Asian-newly industrial ccuntries
-{NICs) in response to economic restructuring in these countries. Reflecting this surge
and the growmg general atiractiveness of Thailand as an investment destination, non-
. monetary capital net inflows, almost entirely private capital- flows, increased from
* JS$700 million in 1986 1o US$22 billion in 1995.

- The sustainabitity of Thailand’s economic boom has been enhanced by its strong actions
.in the area of macroeconomic and structural policies. Among the policies of importance
were: (i} achieving and maintaining an overall surplus in the centrat government budgef
by strict control over current expenditure while also providihg for somewhat higher rates
of infrastructure investment after 1990/91; (11) a reformed tax system and rate structure
that is incentive-oriented and broad]y comparable with that of compeulwe regtonal
countries; (m) efficient and proﬁtable operation of the public sector enterprises (largely
confined to proviston of public utility services) that underpinned the maintenance of an
overall public sector surplus; (iv) deregulation of interest rate and exchange controls; (v)
liberalization and institutional strengthening measures in the banking and capital
. niark'e!s;'(vi') the establishment and rapid dévelopment of the Bangkok International
.Bankmg I*amhly (BIBF); {vii) a reformed and lowered structure of tariff rates and
liberalization of capital account transactions and cerfain lrade restrictions; and (viii} the
revision of thc BOI investmernit mcenuve framework. ' -

Thaitand will face challenges to sustaining its ongoing rapid economic expansion while
not overheating the economy and at the same time dealing with the remaining structural
constraints to growth. Managing financial policies {o achieve rap'id gconomic growth
| with rela_ti\)e price and exchange rate stability, avoiding destabilizing short-term capital
flows, and raising the domeslic Savi_ng rateto lessen the present reliance on Iafge current
account deficits aréamong the main tasks in the macroeconomic area. ' Structural issues
targely relate 1o overcoming implementation delays and building 1p the economic and
“social infrastructure, deélii\g with environmental problems, and upgrading the
- - educational accomplishments of the pbpulation to facilitate the transition from low-
wage, labor-intensive manufacturing to the higher-technology, skill-intensive industries.
Morcover, measures 10 address the deterioration in the distribution of income and the



uneven pattern of regional income levels and economic growth rates will be crucial to
ensuring the sustainability of the developmient effort over the longer tern. :

As background to the Western Scaboard Regional Development Master Plan, the
balance of this volume describes recent economic developments in the WSB region,
examines some general issues relating to national and regional development, and
provides economic growth scenarios based on the findings of the overall Study. |

1.2 Developments in the WSB Economy

The purpose of this section is to describe and assess recent econoniic frends in the
~ Western Seaboard (WSB)' economy. For many good reasons, regional economic data
are less complete and timely than are national economic data. _lti this regard the most
comprehensive economic indicators’ are the prdvinCia_l national income a_céoums
- gstimates that are generatéd in the context of the Kingdom-’wide estimates, These are
summanzed in the text table below and presented in more detail in the other tables
referred to in the following dlscussnon. Estimates of GDP are made by sector of
industrial origin by lhe NESDB for ea‘ch_ of the 76 provinces (changwats) and these are
gmuped into sevcn regional areas.” " As it is not possible to makc estimates of the
' expendlture of income side of the accounts at the provmc;eﬂ level, the lack of information

*oninvestment expenditure and other components of aggregate demand necessanly limils
the full understandmg of evolvmg economic devclopmcnb and !rends in glomh at the
provincial and reglonal level of the Thai economy.,

1.2.1 Overview '

The structure of the WSB is broadly similar to the other non-Bangkok provincial regions
as a group as indicated in the table below. The agricultural sector accounts for about 20
per cent of GDP and industry between 30-35 per cent, The economic size of the region
is small relative to the Thai economy and the other provincial regions as it accounts for
only about 4 per cent of natiorial GDP, 5 per cent of population, and about 8.5 pcr cent
of land area Per capita GDP in the WSB howevcr has traditionally been relatively hlgh
and it remains about 40 per cent above the average of lhe other provmcsal reg:ons but is

! The WSB compiises the ptovinces of Kanchanabun Ratchaburi, Petchaburi, Sasiut Songkhmm Prachuap
Khirikhan, and Chumnphon. The formal Study Area excludes six sparaety poputated districts in the nocthern part of
Kanchanaburi, however, no adjustinent to the GDP and other data in this siction on this account was possible. The
provincial contposition of the WSI3 is ahnost equivalent to that of the Western region, however it excludes the
Western province of Suphan Buri and includes the Southemn province of Chumphon.

? Bangkok and Vicinity (abbreviated here as BMR), Centra), Eastern, Westem, Southern, Newthern, and
Northeastern.



about ¥4 the level in the Bangkok Metropolitan Region (BMR). WSB real economic
growth has been a full percentage point less than the average of other provincial regions
in recent ycérs. This result, however, has been significantly influenced by the strong
performance of the Eastern region

Summary Regional Economic Indicators

WSB Study Qther Bargkok Kingdom
Area . Provincial Region

: Regions (BMR) .
Agriculture . 193 i3.8 22 10.2
" Industty M 343 36 454 39.3
{Manufacturing) 233 ) 359 282
© Serviees 45.9 486 524 50.4
" Totat 100.0 “100.0 - 1000 100.0
GDP (ma. Baht) B140.8 B1,604.2 B1,855.9 | B3,600.9
Share in total GDP 3.5% 44.6% 51.5% 160%
“Per capita GDP . B48610 B34993 | D 186,167 | B61,335
Growth in real GDP, 198194 (pa.) 6.3% 7.3% 5.1% 82%
Growth in population, 1981 24 {pa) o 12% 1A% | L 26% 1.6%

BT fncludes niining and quarrymg, constmction, elu:tnc:i), and wates, and manufaclurmg

" “Table 3.1.2 compares the cconomic steucture of the WSB region with cach of the other
_ | provincial regions and includes data on area, population, per capita mcome and growth '

~inreal GDP in the 1981-94 period (the longest, most recent period for which comparable
data are available).” Regarding size, the table indicates that while the GDP of the WSBis
~ slightly smaller thai that of the Central region, it is about only 1/3 to 1/2 the size of the -
other (non-BMR) provincial regions. The agricultural séctor in the WSB area (19 per |
cent of Gl)P) is relatively comparable in size to'that in the Northern and Northeastern
regions, while the Southern region is larger (36 per cent of GDP) and the _Ccntral and
Eastern regions are smaller (about 10 per cent of GDP). Notably, fisheries are re!ativély
important in the Southern region (12 per cent of GDP, raising the size of the agricultural
sector) followed at some distance by the WSB (4 per cent of GDP) and Eastern (3 per
cent of GI)P) regions': The m'anufacturihg sector in the Eastern and Central regions
accounts for about 40 per cent of GDP, compared with about 25 per cent of GDPinthe
WSB area, and only $ per cent of GDP inthe Southern and 10- 13 per cent of GDP inthe
Northeast and Notthern reglons ’I he service sector gencrally accounts for about 50 per -
of GDP in the pmvmcml rcg:ons exccpt for the Eastern and Central regions, where it
accounts for 38 per c_ent. Variations in GDP per capita across regions are extreme and
largely reflect the relative importance of manufacturing and certain service industries
where oulput per worker is much higher than in the other sectors. As detailed in Table
3.1.2 and Figure 3.1.2, per capita GDP in 1994 varied from a low of B20,000 in the
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Northeastern region to a (non BMR) high of B100,000 in the Eastern region, while the
BMR level was 3186,000. = |

Growth in real GDP has been marked by appreciable regional difterences in the 1981-94
period. Three regions exceeded the Kingdom average growth rate of 8.2 per cent per
annum—Eastern (10.4 per cent) BMR (9.1 per cent), and Central (8.3 per cent). The
high growth in the Eastern region, of course, reflects the build up in infrastructure under
the ESB Development Project and the spillover of investaient from the BMR i an era’of |
significantly increased private investment e_xpcnditur&%both foreign and doniestic.
- Growth in the other régions was about 6 per cént pet annum, except in the Southem
region which recorded a7 per cent rate. This trend of disparaté econoniic growth and
* the extreme variations in income levels across the regions promptcd the adoption of new
regional policies in 1993 that included a revision of BOI incentives to emphasize a
“regional zone approach and the introduction of other supporting measures fostering
faster regional economic development. Moreover, the Eighih Plan (1997-2001) places
renewed cmphasas on pohues to promote reglonal and human development. The effects
- of these policies, will of course, only be apparent in the provmcral GDP data in the years-
ahead - '

1.2.2: The WSB Provinces

Ratchabun and Kanchanaburi dominate thc economy of lhe WSB region, accoummg for
somewhat more than % of the WSB GDP (see Table 3.1.3). I‘radmonally, Kanchanaburi
was economically lhe larger of the two prownces however, recent economic gromh in
‘Kanchanaburi pmvmce has been the lowest in WSB region economy while Ratchaburi’s

3 growth has been the highest resulhng in the relahve positions changing in 1990. A
- second tier of three provinces—Prachuap Khlnkhan, Petchaburi, and Chumphon-—are
of roughly equal size, each accounting for about 15 per cent of the region’s GDP; while
lastly, Samut Sonlgkhranl 'provides 5 per cent of WSB output. The region’s population
generally accords with these economic propomons or shares. . The three second-tier
* provinces each account for néarly 15 per ccnt of the WSB land area and have eqmvalent
populauon densities, which are essentially equal to the WSB average of about 70 persons
~ per square kitometer. Kanchanaburi accounts for 45 per cent, of the land area and has the
lowest population density (34 persons per square kllomeler) Ratchaburi and Samut
Songkhram respeclively account for 12 and | per cent of the WSB tand area and have
high population densities (respectively, 148 and 477 persons per square lulometer) Per
capita GDP data range from a low of 58 per cent of the ngdom average in Samut
Songkhram to a high of 89 per cent in Ratchabun.
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The industrial steucture of GDP by province is varied. Agriculture’s share ranges from a
“high of 41 per cent in Chumphon to a low of 12 per cent in Ratchaburi. The share of
manulacturing in total ontput ranges from a low of 8 per cent in Chumphon to a high of
42 per cent in Ratchaburi. Value added in the services sector ranged more narrowly
between provinces and remained within 10 percentage points around the WSB average
of 45 per cent of GDP, with a relatively large wholesale and retail trade sector in
‘Kanchanaburi, Petchaburi, and Samut Songkhram explaining much of the variation in
provincial service sector shares. Estimates of tourism expenditure by foreign visitors and
“Thais made by the Study Team indicate that it is equivalent respectively to about 15 per -
' cent of service sector value added and 6-7 per cent of GDP in the WSB region.' '

- 1.2.3 Sources of WSB Growth

Over the 1981-94 period, economic growth in the WSB region averaged 6.3 per cent per
annum. Growth varied markedly over the individual provinces (see Table 3.1.4 and
Figure 3.1.3), but {he_variatidtl app'eared.nbt_ to be associated in a direct way with the
~ province’s initial industrial structure—-whether it was more or less agriculturally . -

 ofiented —but depended on the ability 10 introduce new industrial activity in the
province. Above average oulput growth was recorded by Ratchaburi (7.9 per cent), -
Chumplioh (7.5 per cent), and Prachuap Khirikhan (7.3 per cent) while below average
performance was experienced by Samut Songkhram (S 7 per cent), Petchabun (5.5 per -
cent), ang Kanchanabun (4 1 per cent)

K he manufaclunng sector was lhe main source of growth in the WSB region during the
1981-94 penod prowdmg 38 per cent of the i lncrease in WSB GDP and growing by
- about 12 per cent per annum {sce Table 3.1.5), The conslmcllon and the electrlclly and
- water supply sectors also grew rapidly {each by 11 per cent p.a)) and provided 12 per -
cent of the increase in WSB GDP, while value added in mining and quarrying was
practically unchanged over the period. Taken together the services sectors provided
about 40 per cent of the increase in WSB GDP, with the largest subsector, wholesale and
retail trade, growing at the same rate as overall GDP and providing 16 per cent of the
increase in WSB GDP over the pcnod Other service scctor industries grew by only 3-
"4 per cent annualty except bankmg and i insurance, which recorded a striking 15 per cent’
per annum gain. Finally, the agricullural sector, which currenily accounts for about
one-haif of WSB employment, provided only 10 per cent of the increase in WSB GDP
“over the peridd. The crop sector accounted for about two thirds and the fisheries sector
one third of the increase in total agricultural value added over the periad, as recorded

! Expenditures by tovrists are fot separately identified in the national accounts estimates
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agricultural growth amounted 1o 2-2.5 per cent per annum. Fisheries was the most
rapidly growing subsector in agriculture, recording a 5 per cent annual gain; however,
this performance mainly reflected a sharp jump in o.u!put in 1991 with only small
subsequent gains. In any event, resource constrainis indicate that this rate of fisheries
expansion cannot be sustained. Forestry output has varied sharply from year to year but
has been on a declining trend due to resource cotistraints. A 40 per cent drop in forestry
output in 1994 was especially severe; the sector now accouhls for a mere V2 per cent of
- WSB GDP, compared to over 3 per cent of WSB GDP in 1981. An increase in on- farm
processing value added worked to offset the declme in forestry. -

While growth in mathaciuﬁng output over the 1981-94 period averaged about 12 per
cent per annum, it varied sharply from year to year (Table 3.1.6). The 50 per cent
expansion of manufacturing output in 1992 was especmlly tiotable and reﬂecled very
large increases in the output of textiles, paper, cenent, and rubber products More than

- 80 per cent of the increase in manufacturing output over the 1981-94 penod was

*‘accounted for by five industries—food processing, bcverages textiles, paper, and non

| ;metalhc mmeral products. : The traditionally large food processing mdustry grew by
about 7 per cent over the penod or only slightly faster than overall GDP. As a result of-
rapid growth i in the other manufacturing sectors, the share of food processing in total

manufacturing value added fell from nearly 65 per centin 1981 to 35 per cent in 1994, A
rapid expansion was recorded in tektile:manufat:turing (28 per cent p.a), reﬂ'ecling
recent large expansxons in Ratchaburi and Prachuap Khirikhan output while the increase
Cin paper ( 15 per cent p.a. ) was accoumed for by recem mcreases in Kanchanaburl

_1.2.4 Employmentfa"nd Outpuf p'ér_WOrkér-

Data on employment for the WSB area are only available from the 1980 and 1990 NSO
Census and the 1994 Labor Force Survey. These data are combined with data on WSB
GDP in Table 3.1.7 in an attempt to glean trends in employnient and output per worker
| 3 by economtic sector in the WSB study area. As a reference, the same dala SOUTCES Were
~ used i in calculations for the ngdom as a whole, The overall produclmty calculations
for the Kingdom generally accorded with the results ofa Mnnstry of Labor and \Velfare

- study on naticnal productivily that are reproduccd in Table 318 Moreover while

WSB output per worker varies considerably by sector, the pattern of variation by sector
is broadly in accord with reported national data. Nevertheless, problems of definition
and consistency over the period suggest that the WSB _résahs obtained in Table 3.1.7 be _
‘viewed as tentative. '



For the agricultural sector, the data suggest that over the 1980s, employment increased
significantly (by 2.7 per cent per annum) and gains in output per worker were low (0.3
per cent per.annum). Employment fell rapidly in the carly 1990s and implicit increasesin
output per worker were high (7.7 per cent per annum). For the full period {1980-94),
WSB output per worker is estimated to have increased by 2.2 per cent per annum,

compared to a 4.5 per cent national increase estimated in Table 3.1.7 and a 4.3 per cent
 increase that was estimated by Ministry of Labor for the 1984-1994 period (Table 3.1.8).
Agricultural employment apparently peaked _by 1990 and agriculture’s share in total
 WSB employment has declined from 65 per cent in 1980 to 51 per cent in 1994 when
- employment was reported to be aboui 820,000 persons. It is interesting to tote that
- WSB agricultural output per worker has consistently been above the Kingdom average
- (for agriculture) but that this “premium” fell from about 75 per cent in 1980 to about 50
per centin 1990 and then to about 25 per cent in 1994 (Table 3.1.7). While the existence
of a “premium” sixggests a relatively more efficient WSB agricultural sector, the
“declining trend in the “premiuay’ could be interpreted to mean that other provincial
' -regions are making faster progress than the WSB in adopting techniques (mcludmg '
'reducmg under-employmenl) to raise oulput and incomes for the sector’s produccrs |

In the manuf'tcturlng sector, employment appears to have mcreased rapldly alter 1990

(at:about 15 per cent per annum) and the sector’s employment share in total WSB

employment increased from 7 to 15 per cent between 1980 and 1994 when reported
-'emplc')yrhcm: was about 235,000 workers The' estimated increase in WSB! labor

productivity in manuiacturmg was 3.8 per cent per annum and was rciatwely stable
throughout the sub- periods. The national economy estimates for manufactunng by the ;
Labor Departnent was reported at 4.2 per cent annually (during. 1984-1994)." It is

notable that WSB outpui per worker was about 6‘1\]3: 45 per cent of the national ﬁgﬁjrc in

1980 and 1990 but rose to just over 60 per cent by 1994 (Table 3.1.7). This would be

consistent with the apparent arrival in the recent period of larger-scale investments in

some industries, such as paper and textiles, Unexplainable farge declines in output per

worker in construction and mining and quarrying in the 1990-1994 period, perhaps due -
to unreliable employment data or classnﬂcatlon makc the estimates for these sectors and
‘the “mdustry grouping ook to be suspect

For the service. seclor:, the ltack ‘of cons:siency in def' mnon for the various sectors
between observations made a grouped approach to the sector a necessity. For the full
11980-94 period, employment has grown by about 3 per cent per annum white output per
worker expanded by 2.6 per cent. The national economy estimate indicates markedly
~ higher productivity at 4.5 to 5 per cent per annum (1984-94), except for the public
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administration and defense sector, which was estimated to be 1 per cent per anaum.
WSB output per worker has been relatively stable at 70-75 per cent of the national level
at the three observation points. Service sector employment {433,000 workers in 1994}
has been fairly stable at about 25 per cent of the labor force while service sector output
- was maintained at 40-45 per cent of WSB GDP. '

For the WSB economy as a whole, output per worker increased by nearly 4 per cent per
annum over the 1980-94 period, while employment.rose by 2.3 per cent per annum, In.
relation to the national economy, WSB output per worker estimated in Table 3.1.7 .
“dectined from about 98 per cent of the naticnal average in 1980 to 75 per cent in'1994,
The relatively slower growthin productivity in thc \VSB area is reflected inthe published

data on GDP per capita. WSB regional GDP per capita in 1981 was BI16, 383 or 102, 8 '.

© per cent of the national average and in 1994 amounted to B48,610 or 79.3 per cent of
" national average per capita GDP. The Northern, Northeastern, and' Southern reglons
experienced similar though somewhat smaller declines in the reIauonshlp of their levels
~of per caplla GDP to the natlonal av erage ‘






Chapter2  ECONOMIC ISSUES AND POLICIES AFFECTING
NATIONAL AND REGIONAL. DEVELOPMENT

‘2.1 Regional Economic Decentralization Policies

In M_arch 1993, the Government substantially upgraded its policics in support of
- promoting regional economic development. Regional promotion policies were - first
" introduced in the Third Economic and Secial Development Plan (1972-76) and were.
" later expanded by various initiativés; however, the policies were not suflicient to prevent
the concentration of economic activity around the Bangkok area. The main elements of
support for regional development, apart fiom bu'dgelary support for infrastructure, have
“been investment promotion activities by the Board of Tavestment (BOI), infrastructure
| development through the Industrial Estate Authority of Thailand (IEAT), and financial
“support provided by the Indus':triei@ Finance Corporation of Thailand (iFCT) and the
Small Industry Finance'(}orporatioﬁ of Thailand ‘(SlFC'T)-. The establishment of the
Eastern Seaboard Development Program in thé éarfy 1980s (Fifth Plan, 1982-86) was
particularly successl‘ul A revision of the BOI mcentlve structure from providing uniform -
" benefits to alI areas to providing higher i incentives for location in outlying regional areas
to develop.new economic zones was first adopted in September 1987 for the Sixth Plan
(1987-91). The concept of Reglonal Urban Growth Centers was introduced in the
Fom’(h Plan {1977-81) and emphas1zed in the Sixth Plan when 24 reglonal growth
centers were targeted During the Seventh Plan, in an attempt to make reglonal policies
‘more effective, nine provmces were targeted f’or dcvelopmem as industrial centers 1o
serve as a catalyst for development in their reglonal area.

© The major elenent of the Government's 1993 initiative to revitalize its regional
de\}elopment policy was a substantial revision in the BOTI incentives for investment
promotion so that regional déveldpmenl became th’e‘majoriobjei:live of BOI policy in
a place of export promotion. Other elérﬁents of the 1993 policy packa'ge included a special
© fund for regional infiastructure C\pendlture new mieasures provndmg ﬁnancml support

- for reglonal business, prowsnons for developing Provincial ‘Investment Plans and a

* regional data bank, and emphasns on coordmanon among the govemment agencies. on
regional development issues.

' Chiang Mai, Phitsanulok, and Nakhon Sawan in the Northera region; Nakhon Ratchasima and Khon
Kaen in the Northeast; Saraburi in the Upper Central region; Ratchaburi in the Western region; and
Sural Thani and Songkhia in the Southern region.
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To better carry out regional policies, new administrative arrangements were put in place.
The National Rural Development and Decentralization Comniittee (NRDDC), chaired
by the Prime Minister, created a Decentralization Sub-Committee within the Prime
Minister’s Oflice to oversee day-to-day activities. This sub-committee administers a
special fund created to speed completion of eligible regional infrastructure to facilitate
private investment projects and local employment; this fund initially set at B700 miltion
for 1993 has subsequently been increased and was proposed to be B1.2 billion in the
1996797 birdget.

*The: financial measures adopfed included: an easier listing procedure on the Stock
-Exchange of Thailand for regional companies, a new Joint Vénture Fund for regional
firms operated by 1FCT, and a low-interest loan fund (at 11.25 per cent per annum) for
small-to-medium scale entrepreneurs awarded BOI priviteges 1n Zone 3 that was
suppotted by the Bank of Thailand. Refatively little use was made of the fow-interest
lending facility, which is scheduled to expire at the end of 1996; this appears to reflect the
general ability of Thai financial institutions and markels to meet investor needs.

The 1993 revamped incentive structure that signi[lica:ntly favors investnient in the 60
p'ro‘ﬁin’cés in Zone 3 outside the economically developed _Bangkok core area is the main
incentive feature of Thailand’s regional' policy."'l'he' 1993 changes also "br(')adcn'c'd the
" séope for BOI profn'olion by'increaSihg the number of promotéd activities to 160

.categoncs (from_ 148) classified in seven broad mdusmal areas and by reducmg the
' mmmmm required project capital to Bl million (excluding land- and workmg capital),
_ whtch had previously varied up to B4 miltion. ' ‘

The main incentives for promoted investment in Zone 3 include: the exemption ofimport
duty for project machinery and equipment; the exemption from corporate income tax for
eight years; exemption of duly onraw materials for export production for five years (ifat
least 30 per cent of sales); anda 75 ﬁcr cent reduction for five years in duties on imported

“raw materials used in produchon for doingstic sales (provided no local availability)'.

- Since estimiated revenue losses froni BOI exemptions and reductions of import tarifls on
imported méchinery and raw matcnals alone (not including those refated to income
laxes) were reported to be B39 billion in 1994 (équiiralént to about 10 per cent of total

! Special additional benefits inchide reduction’of corporate tax by 50 per cent after the initial exemption
period; double deduction from taxable income of water, transpont, and eleciricity costs for ten years from
start of business operations; and deduction from net profit of 25 per cent of the costs of a project’s
infrastuciure facilitics.
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central government tax revenue), the revamping of the. BOI incentive structure was
clearly a major action to promote regional developnient.

Relatively little time has past since the introduction of the enhanced regional investment
incentives and a full, formal evaluation of their impact is not available. A survey
conducted by the BOI in January 1996 reported - that one-half of the respondents
indicated that the investment incentive policy had a szgmﬁcant lmpacl on their investment
location decisions and 33 per cent reported being moderateiy influenced; only 17 per
cent said that the incentive policy had only slight or no lmpact on thenr decisions.

Data on BOI promotional activilies are provided in Table 3.2.1, These dataindicate that
investor activily continues to be intense with the value of approved investment in 1995 at
B580 billion (equivalent to 40 per cent of private fixed investment), double the 1992
amount. The data reveal that Zone 3 investment applications have increased their share
to account for 67 per cent of total applications in 1995, compared to 42 per cent in 1992.
- Approved investment capital for Zone 3 in 1995 amounted 1o B450 billion or 78 percent
“of approved investment during the year, compared to 41 per cent in 1993. 'Most Zone 3
_ projects, however, are located in the relatively more déveloped provincial areas; indeed, -
80 per cent of the value of approved investment in 1995 went to the Eastern region. This
underscores the view that incentives alone are not decisive and that to be fully eﬂectwe
the policies to promote reg ionat development’ will reqmre the authorities to mount a
concerted effort to prowde other provinciat areas wuh the minimal mf‘rastmciure and
amenity facilities that arc required to attract private mves!or aclmty

Statistics on project iﬁvestn]enl ap.prova!s in Zone 3 in 1994 and 1995 prcsenlea in the
" table below indicate that the basic industries groups of min'erals, metals, and ceramics
and chemical products, paper and plastics recorded the largest share of investment. In
1995, these two industiial groups accounted for 75 per cent of approved investment,
compared to about 50 per cent in 1994, These basic mdustnes recorded only 25 percent
of expccted employmcnt gencrallon in 995 and required a much farger investment per
empioyee (B6.6-9.5 m:lllon) than the other moe labor mtenswe light mdustnal sectors
(B0.5-B1.0 million). Indeéd, investment in basic mduslnes and utilities raised the
average planned investment per employee to B2.6 nulhon in Zone 3 appmval data,
compared to the B1-1.5 million level recorded in recent years for BOI projects slartmg
operations (see Table 3.2.1). These developments appear to confirm that Thailand’s
desired transition from labor-intensive to more advanced-technology industries as a
source of growth is ongoing and has not been hampered by BOI's regional policy
emphasis.



" Approved Investment in Zone 3 by Sector

994 . _ 995
No. of{Investment No. ofjinvestment/ | No. of|Investment No. offfnvestnent/
“IProjects|(In billions{Fmployecs| Employee|Projects[(In billions|Fmployees] Fmiployee
of bakt) _fBahtion) of baht) (Baht mgn.)
Agﬁculturc and agric. products 163 J208 33,28! 0.6 148 14.2] - 27,048 05
Minerals, metals, and cennanics 86 442 11,456 39 25 1130 12,236 . 6.6
,lght industries 115 70} . 39,280 © 02 79 88 32,518 03 .

| Metal products, machmq) D ) .
and transport equipment 9% 17.3] 18,305 0.9 96 233 19,893 1.2
Electronics and electrical nroduct 58 14.1 24,143 T 06l o 64 171 13,646 05
Cheruical oroducts. paver. olastic] * 129 ' 459 18,140 25 170 '21_8.'? 23,107 :9.5
- Serviees and public utilities 153 © 351 '?2,36.0 ' 1.5 160 C 476 17,184 ' 28
Jotal_ 800 184.5) 16? 465 L1 ’1"52. l_'}'ﬂ 6315 : 2.6

4427

2.2 Ex_ternaI_Policies

Thailand has traditionally maintained an open trade and exchange rate system, which
coupled with cautious financial policies, has contributed to its striking economic suceess.

Although Thailand embarked in the early 1960s on industrial development through an -
import substitution strategy, tarift’ rates ranging from 15 to:30 per cent rémained_ _

relatively low in comparison with those of most developing countries. Tariff rates were

-~ increased in the 1970s even as development strategy smmg to export promotion and '

remained at a higher level throughout the 1980s desplte efforts at ‘reversal. The adversz

impact of the anti-export bias inherent in the tadff’ system, however, was offset by'

various export promotion schemes. Since 1990, substantial taniff reform has been put in
place as part of a general strategy of economlc liberatization. Initial steps at hberahzatlon
were a 1990 cut in tanffs on capltal goods used in manufaclurmg from 20 to 5 per cent,

targe reductions in tariffs on'automobiles' and compulers in 1991, and reduced duties on .

chemlcals textiles, iron, a!ummum and glassin 1992. -

Trade policy is a central part of the Thailand’s deVelopment strategy as the Government”
~ sees a more liberal trading regime as a means of increasing efticiency and growth. The '

policy of liberalizing tarifts and reducing other barriers to trade to expose domestic
industry to competition rests in a fundamental confidence that Thai productivity in most

VA key action that l‘ostercd'dcvclopmcm of the present large avtomobile assembly and parts industrics.
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sectors of agriculture, manufacturing, and service industries is inlrinsical!y’ high.
Accordingly, aggressive pursuit of fiberalization policies in trade and other economic
policy areas is viewed as a means of mraintaining rapid economic growth in a region that
is expected to continue to be the world’s leading economic growth area. In line with its
development strategy, Thailand has been fully conmitted to the global and regional trade
initiatives within the Uruguay Round of l_he'GATT and WTO, the ASEAN Asian Free
Trade Area (AFTA), and the Asia-Pacific Economic Coopération"(APEC) group; '

In 1995 Thailand unilaterally restructured its customs tarilf on 20 produc’t" categories
covering 6,898 fariff lines or 91 per cent of all tariff lines. - Accdrdiﬁg to the
restructuring, which is being phased over two years, the average tariff rate will be
reduced from 30.24 per cent to 17.01 per cent by January 1, 1997, Under the new tariff
© structure, the number of tariff rates will be reduced from 3910 6 rat'es asifollows: :

v 0 pcr cent for products under tanﬂ exempnon such as medlcal equupment
~ and fertilizer, : ' '
. e I per cent for raw matenals electromc components and vehicles for
international transponahon : ' '
» 5 per cent for primary products and capital goods |
o 10 per cent for intermediate products, such as synthetic | ﬁlament yam
e 20 per cent for finished products, such as paper and woven fabrics; and
s 30 per cent for products reqmrmg spec;al protechon such as garments

Under the Uruguay Rou'nd'(UR) Thailand was committed to reducing import duties on
© 73,891 tariff lines by 2004:! as a result of the 1995 restmctunng, tanffs o1 2,163 hnes are
lower than those commnted thus completmg 68 per cent’ of the UR obligation.

Regarding agnculture, Thailand agreed to tariflication for 23 quota ltcms, including rice,
| sugar, and milk products. The final simple average tanff applied to Thaitand’s
agricultural imports (including tatiffication) under the UR will be about 35 per cent by
. 2004, Moreover, domeslxc support to agricultural producers will need to be limited to
B 19,028 million by 2004, which lmplles a decrease in value terms of about 13 per cent
from present lcvcls Under the UR, Thailand is committed to ehmmatmg all local content
requircments apphed to domestic producuon by 1999; since. 1993 these have been
applied to new BOI projects for production of motor vehicles (cars, trucks, buses, and
motorcycles), which is scheduled to end in 1998, and miik. Further under the UR, the

' An average reduction of 24 per cent in 10 years for 738 tariff lincs of agricultural products and an
average reduction of 28 per cent in S years for 3,153 tarill lincs of industrial and fisheries products {10
years for textiles).
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remaining BOI export-related incentives are to be phased out by year 2002. The impact
- of this commitment will almost entirely fall on BO! incentives for Zone 1.

The ASEAN Free Trade Area (AFTA) came into effect in 1993, and represented an
important step in ASEAN economic integration. By lowering tarift barriers, AFTA aims
10 encourage complementary use of resources and promote foreign direct investment in
the ASEAN region. Since Thailand h_aé relatively attractive features for being a regional
center for ASEAN. operations (c.g., location, a large domestic market, -broad
manufacturing base for raw materials), AFTA appears to offer Thailand siguificant
development potential.  The mechanism for lowering tarififs is the Common Effective
Preferential Tariff (CEPT) scheme advanced by each member and endorsed by the AFTA
Council. At least 40 per cent of a product’s value must originate within ASEAN for the
item to be eligible for CEPT treatment. The current, revised AFTA scheme seeks 1o
_re_dube tariffrates to 5 per cent of less on all included trade by the year 2003 according to
various timetables (see Table 3.2.2. for schedule details). For fast-track manufactured
items tariff adjustments are to be compleled by year 2000; the timetable for tariff
adjusiment on raw agricultural products, agreed at a later date, follows the normal-track -
schedule and is to be completed by 2003, Thailand’s tariff reductions under AFTA cover

over 8,000 items that account for over 95 per cent of its ASEAN trade. “Thailand’s trade
with ASEAN has increased rapidly in recent years: exporls to ASEAN countries

advanced from 12 per cent of total exporis in 1991 to 19 per cent in’ 1995, The bulk of

the increase, however, was accounted for by Smgaporc (advancing f‘rom 8to 14 pércent

of total exports), which already mairitains tariff rates of less than 5 per cent. “Thailand’s

lmpons from ASEAN countries grew more modestly,’ advaucmg from 12 per ‘cent of '
total imports in 1991 1o 13 per cent in 1995,

APEC was created in 1989 to promote cooperation among its 18 member countries in
the Pacific rim. The 1994 Bogor Declaration committed APFC to achieve free and open
trade and investment in the region by no later than the year 2020, with industrialized
economies to achieve this goal by 2610 and dcvelopmg econoinies by no latér than 2020.
Curremly member countries are preparmg “Action Plans” to lmplement the Bogor
commitments in trade liberalization, trade facilitation, and economic and technical
~ cooperation for presentation at a November 1996 Summit Meeting. As APEC counteies
account for over one-half of the world’s GDP, APEC naturally would be Thailand’s
largest trading region, representing some 70 per cent of total trade. Since APEC
members’ trade comprises the dominant share of world trade, the modalities for
| achieving APEC goals as a free trade area and their relation to WTO efforts are not
evident or decided. While actual agreements appear to be years away, the APEC process
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is well suvited to Thaitand’s agenda for a development strategy based on an open
economy.

‘Thailand encourages inward foreign direct investment (FDI), mainly through BOI
policies providing financial incentives (to both foreign and domestic mvestors) for
approved investments in designated promoted aclivities. Since 1992, FDI by Thai
‘residents has been facilitated by capital account liberalization that freed amounts of FDI
not exceeding US$10 million from prior exchange authorization approval.- Recent net
flows of foreign and Thai FDI are as follows:

Forcign Direct Investment

1938] 1989] 1950] 1991] 1992] 1993] 1994] 1995

(In billions of bakt) : _
© Foreign direct investaient (net)| 22.2] 36.1| 58.9| 47.1| 50.3} 36.7] 22.7] 29.6
Forgign _ 22,8} 37.4] 62.5] 51.4] 53.8{ 43.8 33.2[ 497
Thai 0.6) -1.3] -3.6] -4.3] -3.51 -7.1]-10.6]-20.1

- Inflows of EDI appear to have peaked_ in 1990 at B62.5 billion (equivélenl to about 9 per
cent of private fixed investment) and have varied around BS0 billion (about § per cent of
private fixed investment} in subsequent years. Thai FDl has markedly increased in recent -
- years and in 1995 was B20 billion, eqmvalent to 40 per cent of FDI net inflows. Thai
‘EDIT has gone mamly to regional cmmtry destinations—in 1995, ASEAN accounted for
24 per cent, “Indochina for 9 per cent, the People's Repubhc of China for 10 per cent, and

o Hong Kong for 8 pet cent. Most of Thai FDI was directed to mdustry and service sector

~ investments (about 50 per cent) w:th the balance about equally accounted for by real
"eslate and securmes investments. - T hai FDI has in’ general been facahtatcd by
Government promollonal achwly as part of the eftort to develop Thailand as a reglonal
center and as a means to relocate some labor-intensive manufacturmg activities.that are
- no longer viable domestically. Tha;!and’sabnhty to attract large capital inflows has
allowed Thai FDI to be readily financed without impinging on donestic invest_ment and
yet maintaining a surplus in the overall balance of pé_yménts. - |

2.3 Financial Sector Policies

“Thailand has a wide array of financial institutions, most of which are privately-owned,
however, commercial banks substantially dominate the Thai financial market, both in
terms of assets and nationwide coverage of branch offices {see Table 3.2.3). As part of
its compelitive, open market economic development strategy, the authorities have
implemented many measures to devetop and improve the cfficiency of Thailand’s
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financial markets. These measures have included: deregulation of interest rates and
portfolio constraints; broadening the scope of activities of financial inslitutions;
development of new financial instruments and markets; improving the payments system
and prudential control; establishing a Securities and Exchange Commission (SEC),
- credit rating agency, and bond dealers club; and introducing the offshore banking
business with the establishment of the Bangkok International Banking Facility (BIBF) in
1993. Reflecting the success of these efforts, growth in real value added in the financial
sector has cxpa‘ndcd at an annual average rate of nearly 20 per cent over the past ten
. years, c(')mpared to the 9.4 per cent annual grOWIh in the economy as a whote (GDP).
The financial sector in 1995 accounted for about 8 per cent of GDP, compared to32 per
~centin 1935

Further development of Thailand’s financial system is to be guided by the Finanéial
System Master Plan 1995-2000, which was approved by the Cabinet in February 1995,
'Measures in the Plan relate to seven major arcas: (i) expanding the scope of financial
institutions’ - operallons (ii) ‘improving- the financial structure, (iii) enhancing
competitiveness and fi nancial market liberalization, {iv) supporting regional and’
provincial development, (v) improving supervisioh,-(ﬁi) fdst_eriﬁg human resource
development in the sector, and (vii) developing Thailand into a regional financial ceiter.
“The goal of developing Thailand into a regional financial center in all areas-—finance,
trade, international corporate operation and business services——is a major element in
the slrategy 1o sustain rap:d cconomic growth.

In the }'manc:lal Syslem Master Pian financial institutions (bolh pub!lc and prwate) are
envisioned to support the Government’s: rural and provmcnal development policy [
| dwersn!‘y production, improve the income daslnbuhon and raise the standard of living. In
this regard, Government-specialized institutions will be encouraged to provide new
types of services such as project financing in rural areas, particularly for infrastructure
and . educational projects; and credit- for agncullural ‘related supplemental ‘business
occupatlons basic consumpuon needs such as housing, education, and medlcal expense,
and imancmg for rurat self-help groups. Tn terms of specnﬁc institutions it is envisioned
 that: (i) the G_ovemment Saving Bank (GSB) will be re-oriented to that ‘of a
- provincial/regional development bank to' provide medium-terin credit to small and
- medium sized non-agricultural customers, to finance Joans for education, and fo engage
in loan syildiéalipn for regional infrastructure projects; (ii) the Bank for Agriculture and
‘Agricultural Cooperatives (BAAC) will expand its coverage to include nenagricultural
credit to farmers (up to 20 per cent of fending); and (iii) the Government Housing Bank
{GIIB) will expand its operations by developing a secondary market for housing loans,
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Moreover, a Municipal Credit Guarantce Corporation will be established to guarantee
borrowings for infrastructure projects by units of local government. The scope for
operations by this institution, however, would in good part depend on a substantial -
strengthening of local government’s tax revenue base. Private financial institutions—-
commercial banks, finance companies, securities, and nutual fund management
companies-—will be encouraged to open branches, sub-branches, and oftices in the
provinces and rural areas. In this regard, it is expected that a commercial bank branch
will be established in every district and ofticial polic'y will be directed to achieving this
goal. To speed provincial financial developmcnt all new Ioca!ly mcorporated
commercial banks are required to set up their headquaﬂcrs ina reglonal area. Since
private financial institutions will seck to maintain their current high rates of income
growth, it may be expected that the natural evolution of the industry will increasingly
focus on business opportunities in provincial areas (as activities in the BMR reach
“maturity”) in con)unctmn with the continuation of the process -of mlroducmg new
products and services. ' ' '

The WSB region already has relatwc]y good aceess to and has utitized the facilities of
most of the prmcipal financial institutions operalmg in the country. Moreover, most of

© the region is relatively close to Bangkok and has ready access {o ils financial 11151_nut:ons. |
As indicated in Table 3.2.4, there are a total of 254 offices of financial institutions in the
WSB region (of which 181 are commercial bank Brahches)- all of the main financial
institutions appear to have prowded elther depossl or credit semces in the area. The
WSB reglon includes somewhat more than 6 per cent of both total coumry bank
~ branches and financial institution oﬂlces, as compared_to abouta s per cent share in total
- population and a 4 per cent share in GDP. Commercial banks provide the bulk of the
- WSB residents’ tolal deposit (88 per cent) and credit (83 per cent) services, The GSB
and the BAAC provide the balance of deposit services at 8.5 and 3.8 per cent of area
residents’ total holdings. In addition to commercial banks, loans have been acquired
from the BAAC (10.2 per cent of total borcowing), IFCT (3.3 per cent), GHB (2.8 per
cent) as well as the GSB and the SIFC (about 1 per cent).

fndicators of commereial bank activity by j)r'ovince are provided in Table 3.2._5.: The
WSB region has about 16,800 persons per banking office, which shows relatively
favorable coverage, as it is the second lowest provincial density (ekcluding the Bangkok
region), being broadly comparaf}le to the more economniically developed Fastein aind
Central regions (which have densities respectively of 13,500 and 18,700 persons) and
much lower than that of the Northeast’s 50,800 persons per banking oftice. |



The WSB holding of B36,300 of per capita bank deposits in mid-1995 ranks second in
size to the B42,407 per capita holding of the Eastern region (for provincial areas outside
of the Bangkok region), suggesting a relatively strong financial position of WSB area
residents. Per capita bank deposit hotdings in the Northeast and North were only 88,475
and B17,360, respectively. The WSB loan-to-deposit ratio at commercial banks of 85
per cent indicates that the region is a net saver in terms of financial assets, in contrast to
- the Northeast, Northern, and Southern regions (with loan deposit ratios respectively of
116, 107, and 110 per cent). ‘Taking into account all financial institutions, the WSB ratio
of loans to deposits is aboul 90 per cent; the more comprehensive measure confirming
banking system data that the WSB is an area where saving exceeds investment.

2.4 Investment ahd Salvin'g

“The Eighth Plan has‘s(aled the reduction of the current account deficit (reduced reliance
‘on foreign saving) to 3.4 per cent of GDP by the year 2001 to be a major goal. Since
totat investment envisaged in Plan forecasts is expected to fall only slightly in relation to
‘GDP, a substantial increase in domestic savings would be required. The Plan’s strategy
) -refies on adoplmg measures fo raise pnvate saving and lntroduculg pohcnes mamly BOI
incentives, that would encourage domestic production of mlermed1ate goods and boost
carmngs from iounsm and shlppmg seryices. ' '

At nearly 3‘3 per cent of GODP in recent years Thalland has one of the highest savmgs
rates in the world Since 1986, the’ grow’[h in the current atcount deficit has reﬂected
ﬁnancmg of - an extraordmary investment - performance that has overwhelmed a
substantial rise in national savings. This has:-been the devclopmem pauern of otherf
| rapidly growing NICs. - As “maturily” approaches and per-capita income comes to -
approximate that in.de\}'elop_ed couhtries, investinent moderates and the current account
~ deficit is much reduced or possibly moves into surplus. For example, aﬂér years of very
Iarge current accounl deficits, Singapore eliminated its deﬁcal in 1986 when per capita
" GDP was equwalent to about US$ 10 000 at 1995 prices. '

It may be noted lhat the Seventh Plan set a target of reducing the current account deficit
to less than 2.5 per cent of GDP by 1996—a target that will be clearly missed (és 282
per cent deficit is now estimated for 1996), Given Thaitand’s income leve! at the time,
the saving goal may have been overly idealistic, but it is worthwhile to secall since it
feflects both the authorities long-standing concern to reduce dependency on foreign
savings and the practical difliculty of finding a mix of policies that are acceptable to the
public and yet achieve such a high standard of discipline in respect of national
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consumption expenditure. Reviews of economic indicators of Thailand’s curremt
account sustainability indicate that economic fundamentals are strong. For example, the
current account deficit is due to high investment rather than excessive consumption, the
public sector maintains an overall budgetary surplus, domestic saving and exports have
been sirong, the exchange rate is not considered overvalued, and there are few price or
structural distortions in the cconomy. On the other hand, the increase in recent years of
short-term capital inflows and the present level of short-term debt are higher than past
© Thai and current regional standards (however for the most part this is due to'the BIBF’s
great success as a financial intermediary) and the sharp slowdowii in export growth in the
‘first half of 1966 have raised concerns. Accordingly, the authonllcs determination to

. reduce the current account deficit should be signaled by early strong measures to assure

continued investor confidence.

" While not ofien explicitly recognized, it is arguable that of all policy objectives of the
) Ei'ghlh Plan the goal of increasing domestic saving is more important to the development
- of regional and rural arcas (such as the WSB) than any of the. specific policies -
. 1mmcd1ately directed to ﬂ'llS objective.” As a corollary, it can be argued that resolving _:
issues that have delayed implementation of  major infrastructure projects (largely -
oriented to Bangk'ok)_, especially those that are  privately financed, is second in
importance to suc¢cess in expanding domestic saving. - This ordering of palicy importance
recognizes that because provincial and rural areas have weak infrastructure and higher
s prbdubtion cosls they are more vulnerable than developed areas of the country to the
' 'sharp declme in investment ‘resources that would result from a loss’ of investor
. confidence: ' ' ‘

The hational saving 'rat_io.has remained relaliv_ély Stable in recent years varying between

33 and 35 per cent of GDP as indicated in the following table, However, there has been

substantial change in the composition of national saving as the household saving ratio has

fallen steadily over time fron 14.4 per cent of GDP in 1989 to 7.2 per cent in 1995. This

. decline of about 7 per cent of GDP was offsct by roughly equal i mcreascs (of 3.5 percent
“of GDP each) in the prwate corporate and public sector savmgs rates. '
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Investment and Saving

(Inpersentof GDPY_ | 1989 | 1990 | 1991 { 1992 | 1993 § 1994 | 1995
Gross domestic investment | 35.3] 4131 427 400! 40.4] 4121 431
Private, incInding stocks | 301 35.2f 35.5| 3190 32.5] 328] 345
Public sol 61| 22| 811 791 84| 86

* Gross national savings .| :34.1] 332| 340 3_3_9 33.4] 345 344
Private ' | 254 ‘220{ 218] 229 224 223 217
1louseholds | o144y 1w0] 971 96] se|l 73] 172

~ Corporations S ool 20| t2af 133 44| 150} 14
“Public . 87| 1vz| 22| 1of nvel 122|127
Statistical discrepancy | 25| 04| -04] 05| 1] -n1f -0
Forgign savings _ : 35l 83l 83l 56l 59 sel 81

An analysis by the Bank of Tha:land1 indicates that a decline in d:sposable household
income from 70 per cent of GDP ini 1989 to 63 per cent in 1994 accounted for two-thirds
of the dropin the h_ousehold saving ratio. The decline in household income in relation to
GDP resulted from an expansion in the impbrtanéé of the qdrpQrate §eclor in_national
- income and increased depreciation allowances and net factor income payments to abroad
in rélafidn.t(_} GDP. Thie other importént factors in the decline in household savings were
a reduction in the average tax on consumption that resulted from the introdiiction of the
VAT at :a;loxw'er rate than the replaced sales tax and structural liberalization measures
_introduéed in the p'er{od (e.g., which facilitated easier access Lo consumer credit)'.' Onthe
other hand, a changing popnlal_ion_ structure and larggr_!ab’oi‘ force worked to raise the
Sa\fing ratio and mitigated the net decline.

The Eighth Plan set a goal of increasing the houschold saving ratio to at least 10 per cent
of GDP by the end of the period (2001), and this increase apparently would provide
éssenli'ally all lheékp_ec‘;led increase in the national savings ratio. The househ'o!d savings
targe; is to be achic}vcd by various promotion measures including further expansion of
privat'e'providcnl funds (PPFS), the implementation of a contributory pension schieme for
employees in the public Sectof the implerhénlati(m by 1998 of a pension element in the
- Social Security system, and promouon of new saving: mstmmems to be issued by
" financial insmutlons

! Private Saving in.Thailand, Bank of Thailand Economic Focus, April-Junc 1996.
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The coverage of PPFs is quite small, accounting for about 1 per cent of companies with
- provident fund membership at about 1.6 per cent of the labor force; PPF assetsin 1995
amounted to B58 billion, equivalent to only 1.5 per cent of GDP. Present fiscal
incentives for houschold saving are limited and relate to: (i} exemption from tax of
interest income of up to B20,000 per year on savings type accounts; (it) reduction of
income tax rate from 15 to 10 per cent on interest earned on certain saving deposits of
five-year maturity; and (iii) a deduction from income subject to tax for both eniployee
and employer PPF contributions of up to ]S per cent of annual salary or B300, 000
‘whichever is less. ' ‘

The Eighth Plan bbjeciivé of strengthening national’ saving is appropriate since the
continuation of the large current account deficits of recent years will increasingly expose
Thailand to the risk that an adverse shock to the cconomy could set off a process of
* capital flight and force a sharp economiic contraction as occurred in Mexico in December
1994. The Plan’s near exclusive focus on household saving, however, is not likely to

achieve the national saving objective and inany event would not provide an adju stment in.
~the n'e'ar. term as would be desirable. This is so because of 3 nuf_nbér of factors that
include: the n1éaslires to increase household saving will take considerable time to put in-
- place, the magnitude of the public’s response is uncertain, and household income will

| continue its decline in relation to GDP making the marginal effort even larger. Giventhe

' circumstances, the Government shou!d consider direct 'acti_on to incrt_:ase.thc VAT rate

: eérly‘ inthe Plan peribd By impounding the tax revenue'increase public saving would be

raised while at the same time there would be an immediate and significant posslive impact

on household saving as 1nd1cated by.the BOT research (mentioned ahovc) Moreover,

' smce tax reform designed to improve investment and product:_on incentives has been

“under consideration, the increase in the VAT rate could be combined in a revenue-

 positive way with the reform’s reductions in personal and corporale income tax rates,

This packaging of measures would be attractive in seeking puﬁlic support and would

prov:de a desirable immediate increase in nanonal savmg while providing additional

“incentives for economlc growlh

2.5 Local Govemment Finance

" Local government, defined as government entities that have ‘statutory ‘budgetary
authority to raise revenue and make expenditure to carry out their assigned functions, is
of relatively small size in Thailand. There are altogether six types of local 'gove_mmchtal

-unils with fiscal authority: changwat administrative organizations {CAOs); municipalities -
based on population size—the nakhon, muang, and tambon municipalities; sanitary
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districts; the recently created tambon administrative organizations; and two speciat
forms of local government-—the Bangkok Metropolitan Authority (BMA) and the
- Pattaya City Administration (PAT). The Eighth Plan envisioned a larger role for local
government in advancing local social welfare and economic development, especially by
the provision of needed tocal infrastructure. This section discusses issues refated 1o
reforms to strengthen local governments’® finances that will be required if local
governments are to expand their developmental activities. -

" Table 3.2.6 provides a summary of local gdvernmeql but_lgel operations over recent
years. The small size of focal government is readily apparent in that total expenditure in
recent years has amounted to the equivalent of only 1.2 to 1.5 per cent of GDP, whereas
 total central government expenditure has amounted to 15-17 per cent of GDP (with state
enterprise investment included, public sector expenditure is about 20 per cent of GDP).
Moreover, the ratios of local government éxpenditure to GDP of other relevant ASEAN
. countries tabulated in the table indicates a relatively smaller scope for local government

“in Thailalid, as the ratios are 4-6 per cent of GDP in Malaysia, 2.5 per cent in Indonesia,
and 1-2 per cent in the Philippines. The fiscal Wéakne'ss_ of local government js especially
apparent in their limited and fragile revenue structure. Local government 1ax and nontax
© révenue a'm'ounts to only about 1 per cent of GDP, and it finances only about 60-70 per
cent of tolal expenditure with transfers from the central government largely providing for
the balance. ' Table 3.’2.7.dct_ai|s_ the sources of focal tax revenue by type of local
government, and this data further highlights the fimited nature of local governmient fiscal
authority in that only 16 per cent of tax revenue comes froni locatiiy’ coltected taxes with
the balance provided .b'y : s.urcharged and shared taxes collected by - the n'ationatr :
government administration. Indeed, since local tax sources and tax rates are determined
at the national tével and are uniform ihfcughcﬁut the country, | there is no real
discretionary power at the local level to affect the local budgetary revenue and
expenditure outcome.

Local government tax revenue coﬁsi's:ts of four locally col'lecled taxes, sufcharged taxes,
and shar’ed _l_axes_.' The locally collected taxes comprisé: (i) a house and building tax, (i)
a land (development) tax, (iii) a signboard tax, and (iv) an animal slaughter tax. T
© countrics ivhérc local gOVemImen't is well dév'elopéd, property taxes generally constitute
a major share of local government {ax revenue; however, they account for about only 14
per cent of tax revenue in Thailand’s cities, municbaiities, and sanilary districts. The
main reason for this lower share is a narrow definition of the tax base {excessive
exemptions) and to a lesser degree weakness in tax administration. The house and
building tax is levied only on structures for commercial use—all owner-occupied
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buildings arc exempted from tax—-and there are rate concessions given for certain
taxable holdings such as factories." The land tax also has numerous exemptions
including owner-occupied land and small holdings of agricultural land. Surcharged taxes
are “additions” of local tax rates to central government rates with the full tax collected by
the national governiment and local share remitted to local government entities less a
collection fee. ' Surcharge faxes are the main source of local revenue, accounting for.
nearly two-thirds of tax revenue. The surcharge taxes relate to the VAT (where the local ’
share is 10 per cent of the 7 per cent VAT rate— Q.7 per cent less a collection fec)andto
certain specified excise taxes” with 10 per cent of the excise tax collected by the national
government in the local government’s area deemed to be the local government
surcharge. Shared taxes, providing about 20 per cent of local governnient tax revenue,
have consisted in recent years of only the division of motor vehicle tax, collected by the
Department of Land Transportation, among the various local government units. Local
goverment also collects nontax reveniue (from fees and fines, property income, utility
- and services charges, and miscellaneous revenues) equwalent to roughly 15 per cent of
locat government tax revenue, ' -

CA package of revenue reforms adopted in' 1994 that is to be phased in over a number of
_ years is expected to double the local government tax revenue base Specxﬁc reforms
“include the followmg : '

. :Estéblishing the (naiidrial) real estate transfer tax as a shared tax. This tax,
: 'genc,rai'ly 2.pcr cent of assessed propeﬂ'y value at the time of lransf‘cr,: would
" be shared to provide 1.8 per cent to local government aid 0.2 per cent to the
" ‘national gbvemment' the tax yield would depénd of ‘ta'x'assessments in a
 local government's territory. |
‘s Reducing the VAT collection fee from S to 3 per cent and replacmg the
altocation formula fixed in 1960 (and favorable to Bangkok) to one based on
- actual VAT transactions in the local government’s territory.
o lnc!udmg the lobacco excise tax as part of lhe excise taxcs subject to a local
10 per cent surcharge. ' :
o Transferring a part of taxes on cestain natural resources to local gmernmcnt
. '-lncreasmg motor vehicle taxes to gcneraie a larger tax ymld Sllb}GCl to_
shanng |

' ‘Pax assessment is based on annual rent with the rate charged being uniform at 2.5 per cent.
2 There are seven specified excises: alcoholic and non-afcoholic beverages, petrol, electrical appliances,
crystal, automobilcs, yachts, and horse racing conrses.
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s Combining the land development and the building and rent tax into a single
property tax, with market value assessment and generally improved
administration.

- It appears that the revenue reforms underway, while animportant forward step, will have
 a relatively timited impact. An eventual doubling of the tax revenuc base as has been
estimated for the full implementation of the measures would raise total local government
resources from about 1.5 to 2.5 per cent of GDP if the present level of current and capital
transfers of 0.5 per cent of GDP from the central government were to be maintained.
Accordingly, the scope of local government would remain relatively modest and any
 significant reduction in transfers could offset up to one-half of fully implemented revenue _
Mmeasures. Capi.tal expenditures of local government in recent years have amounted to
_only about 0.7 per cent of GDP. Even if most of the new tax revenue resources wete
devoted to investment expenditure, focal government'capit'al expenditure available for
“infrastructure construction would remain relatively minor in comparison to public sector
~ investment that amounts to about 8-9 per cent of GDP.

Apart from the uiiceriainty related to the continuation of central government transfer
suppoit, implementation of the full scope of the envisioned revenue measures is limited.
- by the stated complexity of amending existing laws and procedures that is e\'/idenc'ed by
the tong phase-in period for the reforms. Property tax reforms are likely to present'
- special difficilties, Expanding the: properly tax base to include owner—occupred
dwellings ‘and state enterprise property along with eliminating the - present rate
concessions on taxable property will undoubtedly unite a fonilidé_ible array of pubtic
opposition in the actual event.. Moreover, establishing a database of taxable property
assessed at market v'alué is a cdmblex technical task in the best of circumstances and
would be especially difficult given the limited availability of expertise at the local
government !evel

Nevertheless, the basic premise of expanding and slrcng(hemng the role for local
government in the pubhc sector is compelling as IhlS level of government is uniquely able
tobe effective and el_hmem_ in public resonrce management in support of provincial and .‘
local econoniic and social devéhjpment’. -Apért from institutional measures to strengthen
the administrative capacity and iespon’sibiliti_eé of local government, the authorities will
need to consider substantial further revenue reform if local government is to take on a
* meaningfully larger role in the years immediately ahead. While reform of the local
'propeny tax and some latitude in setting local rates are fundamental to a strengthening of
local finances, the authorities will need to substantially expand the use of
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surcharged/shared taxes if the Eighth Plan’s objectives for local government are to be
achicved. This is especially true if the proposed Municipal Credit Guarantee
Corporation is to play a true commercial role in facilitating local government borrowing
for infrastructure.

2.6 Productivity and Growth

" Thailand has experienced rapid economic growth since 1960 when it launched its First
- Social and Economic Development Plan and since 1986 has moved to the top levels of
the world standings for rapid economic growth. However, it is recognized that the
country is now in a transitional period from one in which economic:growth was drivenin
large part by development of labor-intensive industrics to one in which labor shortage
and relatively high wage costs in the country will require growth to originate in higher-
skill, more capital- and technology-intensive industries and in the modern business
service scctor. An important uncertainty to be faced in making a_succes?sﬁjl teansition is
“the fact that while Thailand’s adult literacy rate is'among the highest in the region,
educational atiainment at the secondary and tertiary levels is relatively lower than tevels
attained in other regional countries. This séction brieﬂy'repbrts on recent research work
by Mr. Michael Sarell at the International Monetany- Fund (IMF), that may be
[interpreted as encouragmg wnh regard to sus!ammg Thai economlc growth in thc :
"transntlonal period. : '

The approach taken in the research was growth accoun!mg—- decomposing output
gromh into contributions from the factors of product:on capital and labor, and in the
process obtammg an unexplamed residual, regarded as “total factor productwlty {TFP).
Growth in TFP reflects the more efficient use of resources and would generally reflect
the adoption of new production téchnology and the greater productivity of labor.

" To make meaningful cross country comparisons, Mr. Sarel’s study developed a special
database to erisure as uniform representation of the countries as possible to facilitate -
. the estimation process. Data on flows of output and investment (froni which capital
stock series were derived) came from the Penn World Tables (PWT) that provide
- purchasing power parity adjusted data at 1935 prices.  The fabor input came from
effective labor supply data developed by the author for an article in IMF StalY Papers

' On Growth and Productivity in ASEAN Countries, a paper presénted at the Conference
on Macroeconomic Issues Facing ASEAN Countries (on November 7-8 in Jakarta). A
volume of conference papers is to be published.
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(June 1995). No adjustment in the tabor input was made 10" account for educational
levels since educational attainment was seen as more than an investment good and
because TFP is properly viewed to reflect level of knowledge, proficiency, skill, and
other similar concepts. Finally, the cstimates of factor shares were developed by the
author’s procedure of estimating technological factor shares for a selceted sample of
“ countries for nine main sectors of economic activity based in the national accounts as a
“function of the level of development and capitat stock. ' These estimatéd coefficients
were applied to data on activity levels and development level for each country (on a
yearly basis) in the study to find an aggregate (economy-wide) technological factor share
for capital.

Summary results' of the study are as follows:

 Growth Accounting: Contributions to Growth 7
Gronth rates in per cent per annum and contribution in (as % of total)

Quiput Capital - Effective labor TFP
PCTPETsOn . per person . per person '

© 1978-96 average o
Indonesia  ~ 474 (100) 897 - (62) - 093 (1) 116 Q)
‘Malaysia 454 (100) 686 (47) 058 - (9} 200 (44)
" Phifippines 019~ (100) - 1.80 0.62 018
Singapore " 569 (100} 645  (42) LO6 - (14 223 4
“Thailand 524 (100) 732 @) 151 @) 203 (39)

United States -~ 1.07  (100) 163 - (44) 043 - (28) - 029 (27

S _ 1991-96 average | -
- Indonesia CSAL O (100) 698 (44) 096 (13) 220 (43)

Malaysia - 535 . (100)  B2S . (50) 097  (12) 200 (37
Philippines J163 (300} - LIS (1) 087 ¢ (38) 067  (4D)
Singapore 491 - (100) 560  (40y 077 (10) . 246 - (50)
Thailand 6.51 -+ (100 s (50) 137 (15) 225 © (35)

United States 1.6 (100) L9 @D 043 @5 06l ()

Sourog Gmwlh in Produclmt) in ASEAN Eccnmmes by Michael Sarel (Déc. 1996)

“The fesults of lhe study indicate. that Thailand recorded strong growth in TFP in the_
1979-96 sample period; the estimated TFP growth rate for Thailand of about 2 per cent’
a year compares favorably with estimates for other ASEAN countries, being siniilar to
~‘the rate in Malaysia, higher than the rates in Indonesia and the Philippines, and only
exceeded by Singapore. Using or_iiy the more recent 1992-1996 sample years suggests a

- somewhat faster growth in TFP in all counlries in the region and a continued strong

IThe United States was included in the study since Professor Kougman’s widely discussed arlicle, “The
Mpyth of Asia’s Miracle”, was as a point of reference.
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outcome for Thailand as compared to the other countries. Growth in Thai investment

has been cspecially notable; however, its contribution to output growth (at 50 per cenit)

was not greater than in Mataysia.! These results would suggest that Thailand has been

effectively coping with the problem of lagging formal educational attainment of the labor

force in expanding production while at the same time it puts new educational policies
*into place. Moreover, improvement in educational attainment of the population that is

the objective of the Eighth Plan would appear to augur well for continued high levels of
"~ TFP growth in the years ahead. For the WSB in particular, the prospect of faster
~ investment growth stemming from the WSB Master Plan as a part of the Eighth Plan’s
" focus on regional developnient planning is of importance.

' For the ASEAN countri¢s the cstimates of capita! shares varied in a fairly narrow range from .29 to 35,
with Thaitand at thé lower end and Singapore at the higher.
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Chapter 3 ECONOMIC OUTLOOK

3.1  The Eighth National Development Plan

© Unbalanced economic development, social problems, and threats to sustainable growth
led to the emphasis on quality-of-life concerns rather than raw economic growth in
framing the Eighth National Developmcnt Plan {1997-2001). To fulfill the vision of a -

desirable society, the new people-onentcd national development plan \wll focus on : '

education and training, improvement in the’ quahty of life, economic and. political
decentralization, and income redistribution. The five main objectives of the Plan are as
-~ follows: : _ 3 | ’
() To foster and develop the potentials of all Thais, in terms of health,
~ physical well-being, intellect, vocational skills, and ability to adapt to
changing social and econoniic conditions.
. (ii')'_ "--To develop a stable society, strengthen fannly and commumly, support
* human development; improve the quality of life, and promote mcreasmg
community patticipation in national devetopmem :
(iii)‘ To promote stable and sustainable economic growth and to empower_
" the people to play a greater role in the development process and receive a
fair share of the benefits of growth. ' |
{iv)  To utilize, preserve, and rehabilitate the env;ronment and naturat
- resources in such a way that they can play a major role in economi¢ angd
* social development and contnbutc to beuer quahty of h{‘c f‘or the Thai
- people. ' IR . '

(v)  To reform the system of pubhc administration so as to a1low greater
-parumpalton ‘of non-governmental organizations, the private sector,
communities, and the general pubhc in" the process. of national
| development.

Selected economic largets among th_é twelve main developmental targets of the Eighth
Plan are: to maintain 8 per cent anmial économic growth whilé controlling inflation and
- reducing the current account deficit to 3.4 per cent of GDP by 2001; nobilize household
savings to reach 10 per cent of GDP by 2001; and push the poverty ratio to less than 10
per cent of the population by 2001.. - The main targets on education and -skills '

development, so that Thailand is better prepared to participate in a more competitive . :

world, include: upgrading skills and knowledge of factory workers, especially in the
25-45 age group; providing nine years of education of increased quality to every child,
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increasing the quality of all-round preparation for children in the age group up to 5 years;
-and ensuring that less-advantaged individuals have opportunities for Sclf-developmen:
and access to gobd social infrastructure. For eural areas the nnin targets include:
creating opportunities and salternative occupations in the agricultural sector and
increasing the quantiiy and quality of basic infrastructure services in rural areas. Finally,

a main developmental target relates to the reduction of work-related and other accidents;
another target seeks to expand forest and imangrove areas; and a general 1arget is set to
-improve environmental quality for the population as a whole.

‘Table 3.3.1 compares the key economic indicators of the Eighth Plan with those of the
Sixth and Seventh Plans. The Plan sets a somewhat lower target for average annual GDP
growth of 8 per cent, compared to 8.1 per cent estimated over the Scventh Plan. The
slower growth mostly reflects a slowing of private con'sum'ption expenditure and
‘exports. The projected fall in the current account deficit to 3.4 per cent of GDP is based

. onthe assumptlon that economiic policies w:ll raise the personal savings ratio to 10 per

~cent of GDP by the end of the Plan period. T he economic growth pro;ectrons of the
Eighth Plan” appear to have been broadly-cons:stent with the expectations of the
international financial institutions. The World Bank in its 1996 Giobal Econoniic
Prospects and the Developing Countries’ projects economic growth in Eaét “Astan -
' countries to be 7.9 per cent annually in the period 1996-2005, somewhat lower than the
- 8.5 per ceént rate achleved in the 1986-1995 period. ~Growth in export volume is . '

expected to fall to 10.1 per ceni annually in the next decade, compared to 13.4 percent

in ihe 1985-95 penod High investment and savings ratios and growing intraregional
mves!ment and {rade in the conte\ct of relatively favorablc cconomic condmons in the
developed countries are cited as favorable factors in the )BRD forecast The IMF inits
1996 annual review of the Thai econony projects that the I_Zlghlh Plan targe_ts would be
broadly achieved with economic growth for the Plan period estimated at 7.6 per cent,
while the current account deficit is projected to declitic to 4.9 per cent of GDP or near
the target of 3.4 per cent for 2001. The current account target, however, was conssdered .
achle\ able if substantial now saving measures were underlaken |

The economy howevcr took an uncxpecled downturn in 1996 the last year of the -
- Seventh Plan, after the Flghth Plan framework was fargely formutated. While data are
- not complete, it is esllmated that GDP growth slowed to 6.7 per cent during the year,
compared to an expected 8.2 per cent gain. A sharp slowdown in exporl growth initiated
the downturn and that was followed by a slowing in investment and consumption
~expenditure. Both world cyclical demand and domestic structoral elements appear o
have played a role in the stowdown Notably, a number of other fast-growing countries in
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the region experienced similar slowdowns. The consensus outlook as seen in caily 1997
is that there likely would be 2-3 years of economic growth in the range of 7-7.5 per cent
as policy adjustments took place ( somewhal lower than the Plan rate of 8 pér ceiit) and
that export demand over the Eighth Plan period would likely be somewhat less robust
than envisaged earlier. '

The Eighth Plan defined gu1delmes for the economic and structural policies to achieve
stable growth, increased efticiency, and a more balanced distribution of i income. In the
area of macroeconomic policy emphasis is placed on maintaining price stabllity by an
appropriate mix of fiscal and monetary policies, especially tax an'd expenditure policies; *
raising the domestic savings rate by a combination of fiscal and monetary measures and
institutional réforms; and reducing the cuirent account’ deficit. by suppbﬁing
development of Thai intermediate and capital goods industries to reduce imports and
increasing the capacity to earn service account incomes in the baldnte of payments.

Guidelines relatmg to public expendnure call for the NE SDB to extend stralegic
“planning from the nat;onal to the regional. and provmcnal levels, achieve better
coordination- among “public agencnes and private groups (including NGOs) in the
planning process, and insure greater consistency between the Plan and specific action -
and financial planmng exercises, Moreover, the Bureau of the Budget is to increase use
- of an area-task and peo'pic-participation framework and seek further decentralization of
: bu'd:get managément. Guidelines 'pénain_ilig to Public Enterprise Policy aim to expand
" privatization by further promoting private “sector participation in the operation and
financing of ‘state enterprise ablivfty with a- new permanent. agency to oversee the
process. Since about 25 'per ceni of maj‘or ongoing infrastructure project investments are
privately financed, success inthis area offers potential support for the regional
development effort as it would free public resources to support greater infrastructure
investment expenditure in less developed areas of the country and thus may be scen as
crucial step to achieving more rapid development in these areas.

Gmdelmes on Income Distnbunon alm ‘at efforts: to improve - mcomc—eammg_
opportunities in the regions focus on four broad areas of effort:” (i) re-orienting
agricultural production towaid sustainable growth {it) dcvefopmg household, mral and
communily industry, (iii} distributing industry and suppoﬂmg enterpnses to regional
areas, and (iv) expanding financial services in regional areas. In carrying out the
guidelines, emphasis is to be placed on developing farmers own capacily to plan
production and adjust to changing circumstances white the rote of government is to
change from the main promotion agency to a coordinator in providing support. Support
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for farmers will continue to be provided in areas such as water supply, research,
production inputs, and subsidized loans. Support for development of various types of
rural indusiry is planned to come from provision of tax and investment incentives and
technical support. Creation of a network for subcontracting between large indusiry and
small ventures is to be encouraged and promoted, including establishment of an
" insurance fund to cover losses owing to damages caused by contract failures. Expanding

 the relocation of industry to regional areas from Bangkok is to be mainly supported by

increasing  infrastructure  investments  in- ‘such - items as  transportation,
j 'tclccommunicat_iqns, and communily amenities so as to keep costs related to
-~ infrastructure services at least as favorable as in Bangkok. Supportis to be provided in
selting up provincial industry in medium and small industrial estates and by greater
~ support for public-private indusiriat eslates, industrial zones, or industrial parks.
" Various financial incentives are to be provided through the BOI Zone Incentive and
IEAT frameworks and other support scheme's, including any necessary adaptations,
New investment opportunities at the sub-regional level are also to be created by selting
Cup borde’r'zbhesand tax-free zones in order to stimulate investment and trade with
neighboring cotintries.’ Finally, expanding financial services in regional areas is to be
continued and expanded by measures as part of the broad efort contained in the ongoing
* Financial System Master Pian.

3.2 'Macroecqnomic DeVe!.dpment'Scenérios for the WSB Region

The purpose of this sec_iioﬁ is to outline possible alternative scenarios for the growth of
GDP and employment in the WSB region until the end of thie 10™ National Economic and
Social Development Plan in 2011, based on existing circumstatlées in the region, present :
national dcvélopmént_ polices, and the developimental possibilitics that have been
analyzed and recommended for implementation in this Study.

“For projection purposes, the economy of the WSB, as measured by the GDP accounts,
has been divided into three sectors: agricﬁhure,- industry (i'hcluding manufacturing, |
construction, mining and quarrying, and electricity generation and water supply), and an
aggregated service sector. As background to the devclcipme'nt scenarios that follow, the :
expectation is that the overall Thai economy will giow by 8 per cent annually during the
8" Plan period (1997-2001) and by 7.5 per cent and 7 per cent annually during the 9" and
10" Plan periods (2002-2006 and 2007-2011), While there are no ofticially endorsed
GDP growth expectations beyond the 8™ Plan, the later growth assumptions are broadly
consistent with those presented in the Thailand Vision 2020 outlook prepared by the
Thailand Development Research Institute. The 1994 estimates for GDP in current prices
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for the region were used as the base for the scenarios. Thrce economic scenarios are
presented in Table 3.3.2 and Figure 3.3.1—a base-line case that extrapolates the trend
“and two cases that illustrate the policy directions outlined in this Study. '

-The base-line or trend-scenario (Case 1) extrapolates the trend annual growth rates for

“each of the three seclors estimated by linear regression of the logarithms‘éf GDP for the
period 1981-1994. The estimated growth rates were 2.0 per cent for.ag'ricuh_uré, 8.8 per
cent for industry, and 5.6 per cent for the service sector. This scenario indicates that the
WwSB economy would grow by 6.2-6.7 per cent annually over the three plan periods,
averaging 6.4 per cent during the 1995-2011 period (Table 3.3.2). Given the relative

" growlh rates, the industrial sector records a continued incréa;‘se in its share of GDP from
about 35 per cent in 1994 to just over 50 per cent in 2011, In this period, agr’iéulture’s :
share in total output will fall from 19 to 9 per cent of GDP while the service sector’s
share wil decline to 40 per cent from 45 per cent. Under this scenario, WSB per capita

~ GDP would continue to fall relative to the Kingdom average: from 79 per ceat of the

national figure in 1994 t6 about 66 per cént in 2011, This decline is due to the continued -

 relatively lower growth rate over the period in GDP of the WSB region of 6.4 per cent

versus the 7.6 per cent annual growth in output for the Kingdom. Population growth ilj
the WSB is expected to be the same as for the country at large during the period to 2011
( 0.8 per cent per annum). ' '

The projected growth and structure of employment is based on estimates of 'output per
worker in the three scctors. Given the fimited availabiiily of data, these estimates are -
' necessarily'appmﬂimété and judgmental The overall g'rth in output per worker in this
' scenano lS about 3 per cent annually, this seems a reasonable balance between the figures
for output per worker of 4 per cent estimated between 1980 and 1994 and 7.2 per cent
estimated for the more recent 1990 to 1994 period. Trend output growth per worker
“was estimated to be about 2 per cent per annum in agriculture; an assumed rate of 4.5 per
cent was used in the two other sectors, as the separate trend estimates did not appear to
bereliable. Accordm gly, for the period to 2011, empl oyment is estimated to grow by 1.3
per cent annually or ‘about 400,000 workers over !he penod This growthi in employment
is broadly consistent with labor force growth as implied by the NESDB population
estimates for the WSB region and 3 steady labor force f)aﬂicipatiqn rate o_f' abouit “?6-p_er_
cent. Y this scenario, agricultural employment falls by about 3 per cent or 27,000
workers. Agriculture’s share in total employment, however, is projected to decline from
about 51 per cent in 1994 to 39 per cent in 2011 and industry’s share to increase -

! The national industiy GDP deflator was used to deflate nominal WSB mdmlry GDP. This resulted ina stightly - -

lower trend rate of growth for industry that appears to be more representative of developinents.
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correspondingly to about 35 per cent from 22 per cent, as the service sector share
- Temains constant at about 26 per cent of employment.

The second scenario (Case 2} incorporates and substantially implements most of the

developmental ideas discussed in this Study and sefs the region on a higher economic
growth path than that of the Kingdom as & whole so as to reduce the present regional
~ income disparity. - This case represents the Study’s recommended objectives and all
- seetor growth rafes ‘ar¢ ckpected to be above their trend rates based on the
- recommended sectoral strategies. - Accordingly, for the period through 2011, the WSE
economy is expected to grow at 9.2 per cent annually, compared to the 7.6 per cenl |
growth expeciation for the country as a whole. - As indicated in Table 3.3.2, the sector
*growth rates are expected to vary substeiﬁﬁally over the three development plan periods,
although the overall growth in GDP is nearly stable at 9 per cent annually. In this
scenario the WSB per capita GDP would increase steadily and move from 79 per ceit to
“about 100 per cent of the leve) of GDP per capita for the country as a whole by 2001,

Agricultural GDP is expected to grow at 2.0, 2.5, and 3.0 per cent annually over the g®
through 10" Plan periods, which is above its apparent 2 per cent annual historicat trend
but below the national trend of 3.5:4 per cent. The phased increase in the agricultural
“growth rate reflects the time lag inherent in lmplcmenlmg the pohcles recommended in -
 the Study. Further, it is important to recognize that the growth in agncullure for the
region as a wholé is constramed by limits on the availability of both land and water. The
growth in agriculture is expec:ed to resull from improvements in eiﬁcwncy and yields,
shlﬁs in the cropping pattern toward the producnon of high- value crops,  the ‘
slrengthcnmg of the production of meat and dairy products and innovations in agro-
processing and markeling. These elements will vary by province or arca within the
region as discussed in Volumes 4 and 6. Although growing 20 per ceiit faster than in the -
trend scenario, the share of agriculture in total GDP falls to about 7 per cent as compared
to 9 per cent in 201 1, owing to the more rapid expansion in the non-agriculturat sectors.
In this scenario, it is cxpectcd that output per worker inagriculture’ will increase by about i
6 per cent annually over the period through 20] 1. This rate is abiove the national trend
. for agricultural productivity of about 4.5 per cent' and the segion’s estimated 2-2.5 per |
cont rate. The assunied increase in productivity performance reflects both the expected
success in adopting better farming systems and a reduction in the numbef of un'der-_‘
employed family members due to improved educational standards and the altraction of
rapidly growing non-farm employment opportunities. Accordingly, farim employment in

' Estimated for lhx. tensyear peniod 1984-94 based on an index prepared in a paper on Nationa] Labor Productivity
by the Department of Labor Protection and Welfare,
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2011 is expected to be about 335,000 workers less under this scenario than under the
irend or base-line scenario and 360,000 waorkers tess than in 1994, '

The industrial sector {as defined) is expected to grow at about 11 per cent annually over

the period to 2011 and to account for about one half of the increase in the WSB region’s
~GDP. The sectoris expected to grow at 14.0, 10.0, and 8.5 per cent annually over the 8™

through 10* Plan periods. The fast growthin the 8™ Plan period partly reflects two large
_ projects——the Sahaviriya Steel Industries’ (SSI) new steel mill, which began production
in Bang Saphan in 1994, and the 5,300 MW 'R_atchaburi power project {including a gas
. pipeline from the Myanmar border)—that will be construcied and conie into operation
durihg the 1997-2001 period. Moreover, it is highly likely that 4,100 MW of generation
capacity will be built respectively by EGAT and independent power produceis (iPPs).
Industrial growth js also expected to be augmented by the development of industrial
estates, including a technopolis or science cily, and the introduction of higher-level
fechno]ogy ‘industries, especially metal industries (for details see Volume. 7); these .
factors arc especially important for sustaining growth in the sector in the latter periods.

. Toillustrate its large size, the value added by SSI is estimated to be about 6-7 per'cent of
WSB GDP in 2001, For the Ratchaburi power plant, it may be noted that its total
investment cost of about B137 billion is roughly equivalent to about 60 per cent of
average annual WSB GDP during the constm'ction period (1997-2001}. The EGAT and -
IPP investments would in total amount to about B182 b:lllon and most of this
expendlture is planned to occur before 2001. Although the bulk of the investment
~expenditure for eleclncaly generation plants will be accounted for by “imports” of
machinery, material; and labor, expendilures on these large mvesfment projects in the
region will have a marked effect on GDP growth dunng the conslmcnon period.

Value added in the electricity sector is estimated to increase very rapidly over the $* Plan
as WS:B' gencration is projected by EGAT to incréase from about 3 per cent of total
~ national generationin 1994 10 23 per ce_nt'of uational gcnerati_on in2001 asa result of the
Ratchaburi and other investments. Subscqucmly, generation in the WSB area increases
" much more slowly (by about 6.8 and 8.4 per cent annually durmg the foliowmg two
-~ five- -year perlods) "“The rapid increase in generahon is taken into account in the
: pmJecuons {o 2001; any delay in the projects and the schedule for power: gencrauon o
would imply a transfer of estimated industrial growth into the following period but :
would not affect the overall growth rate estimated for the 1995-2011 period.
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It may be noted that only the direct labor cost element of value added in electricity
gencration is allocated to the area where the gencration plant is located; the balance of
EGAT value added is allocated by the ratio of provincial to national electricity
consumption in the methodology used by NESDB for estimating the provincial GDP
accounts. While this practice affects the level of GDP in the generating provinces, such
as the WSB region, the praclice would appear to make provincial or regional per capita
 GDP a more representative index of income.

* The share of industry in total WSB GDP is expected to increase from about 35 per cent

to 48 per cent over the 1994-2011 period given the 11 per cent annual expected growth

~rate. In this scenario it is assumed that output per worker will increase by 6 per cent

:' annually over the p_er'iod. This assumed rapid increase in productivity is due 1o the higher
capital- and technology-intensive industry that is to be induced into the WSB region. In
1994 output per worker in WSB industry was B137,500 or 63 per cent of the

- comparable national figure of B220,000." The assumed selective inducement of industry
investment would tend to narrow the present substantial differential in output per worker
over time. If output per worker at the national level were to increase by 4 per cent
annually, WSB industrial output per worker would be about 86 per cent of the national
level by 2011. - Accordingly, under Case 2 assumptions; industrial 'e‘niployment would
grow at about S per cent per anium to the year 2011 when its share in the labor force
would be about 37 per cent, compared to 22 per cent in 1994. If the scenario -
productivity assumptlons are not fully rcahzed industrial cnmployment growih would
need to be larger. - - : :

The serwce sec{or is estlmated to grow stcadliy by rates of between 8 and 10 per cent
annually to 2011 (averaging 9.2 per cent for the period). This growth sepresents a
marked increase over the recent trend of 5.6 per cént annually. The expected plckup in
growth reflects a number of faclors including the accommodation of accelerated growth
in the agricultural and industeial sectors, the expected increase in the growth of tourism,
and the rapid rise in educational and knowledge based service industries. The share of
the service sector in GDP is pro;ected to vary slightly around 45 per cent of GDP
between 1994 and 2011. Qutput per worker is ‘expected to mcrease by 4.5 per cent
annually over the period to 2011 implying a growth in service sector employment of 4.5
per cent over the same period. The share of the services sector in total employment is
‘expected to inerease to 42 per cent in 2011, compared to 27 per cent in 1994,

Total employment would incréa?se by 1.8 per cent annually or about 560,000 workers
over the period. About 478,000 workers are expected to be added in the services sector
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and 446,000 workers in the industry sector over the period to 2011, while employment in-
the agriculture sector would decline by about 361,00 workers. In this scenario, the
expected increase in the labor force participation rate from 76 per cent in 1994 to 80 per
cent in 2011 and the assumed greater labor productivity due to the various development
policies means that most of the demand for labor could be met by residents of the region.

* Population growth in the WSB, adjusted for moderate net in-migration, is estimated to
be about 1 per cent annually over the period, compared to an 0.8 per cent annual i increase
‘projected in the Popmatlon Projections for Thailand 1990-2020 (NESDB).

Data limilations'have precluded the authorities from makin‘g e;stimales of the expenditure
side of the national income account estimates for the provinces. At the macro level,
capital requirement estimates for the WSB development scenarios have relied on thefusé_ _
of anincremental capital/output ratio (ICOR) of about 4, which appears to be reasonable
~ in light of a review of national experience. This methodology indicates that total capital
req_uircmems (in 1994 prices) would amount to about B385 billion during the 8" Plan
- period (excluding the Ratchaburi and other power projects), BS85 biltion during the 9®
Plan period, and BSSS"bilIion during the 10° Plan period. For the 15-year period as a
whole capltal requirements would amount to B1,325 blllton an annual average of B122
billion. ‘The estimated capital reqmremenls imply an average investment to GDP ratio of
33.5 per cent during the period. While the investment ratio estimate is about 85 per cent
of recent national experiencc the need for relatively complicated ‘and costly

o infrastructure, such as in the BMR, which subslant:aily aftects the national investment

‘ratio, appears to be relauvely less in the WSB region, which-is in lme with' the'
- assumption.

The llighgioxﬂh'scenario'{Casc;i}) is ,é.sse.ntially an extension of the recommended policy
growth Case 2 in that it envisages the possibility of maintaining higher rates of growth in
the industrial sector afler 2001, based on the development of downstream natural gas
_mduslrles or alternatively, a greater inducement of high-level manufaclurmg industries
than seemed readily feasible in Case 2. Under this scenario (see Table 3.3.3), industriat
- ‘growth in the peridd 2002-2006 is forecast to be 15 per cent annually and :12 per cent
‘annually dufing the 2007-2011 period' These cates are 3.5 to 5 percentage points above
" those assumed in the moderate/policy case (Case 2) and would raise the overall GDP
annual growth rate of the WSB for the period to 2011 by 1.5 percentage points to 10.7
per cent. Apart from the ambitious effort at inducing investment, there would also be -
substantial efforts required to meet necessary employment levels. Under this scenario,
even assuming the relatively high productivity assumptions of Case 2, employment levels
would nced to increase by 3 per ¢ent annually over the period to 2011 or well above the



1.8 per cent level of the more moderate scenario. This scenario implies a doubling in
population growth (to nearly 2 per cent annually) and a targer in-migration of workers to
the region. Moreover, investiment requirements, though impossible to fix with precision,
are estimated to be about 35 per cent above those for Case 2. For these reasons, the high
- ‘growth scenario presently appears to be an up’per' limit case that would likely involve
‘excessive economic and social strain.

- 3.3 Recommended Projects/Prograims and the Economic Growth
- Scenario '

The sector volumes of this Study identified nearly one hundred projects/programs that
were recommended for imp!eméntalion as a main element of the Study’s proposed
development strategy for the WSB region. These programs/projects in total have been
initially estimated to involve investment costs of $12.5 billion {(about B312.5 billion)
~ over the 15-year penod covered by the Master Plan (1997-2011). The fecommended
' development projects/programs were put forward as the basis f‘or the WSB regxon to
attain accelerated but sustainable econonnc growth, the Case 2 econounc scenario, .
descnbed above. The purpose of this section is to discuss the overall cost of the
programs/pro;ects recommendcd in the project/program list in relation to the envisioned
economic scenario and various macroeconomic indicators. . '

It may be noted that as in Thai development plans, ‘the’ economic scenarios and
prolect!program investment plans in-this Study are mdlcahvc rather than specific,

complete and detailed in nature. This of course reflects the nature of the market onented Do

econoniic structure of the economy and the reliance on the private sector to provide the
initiative and the financing for most invesiment projects in the productive sectors. The
project/program list thus is intended as a strategic means to induce and/or sponsor a core
group of activitics that fosters economic and social development along the lines
envisaged. ' o B ' -

The list of p'roj'ccts/programs IS g.i'ven in Table 3.3.3, as reproduced from Table 8.06 of -
“the Main Repoit, Volume 1, with project costs and investment phasing over the 15-year
p.efiod. The projects are grouped by sector topic in which they were developed and
prcsented.ih the yéirious volumes of the Study (detaited projéct profiles are presented as
appendices to the sector volumes), Asis evident from Table 3.3.3, about 50 per cent of
the estimated totat cost _61‘ projects listed ($6.2 billion of $12.5 billion) relate to the
transportation sector. This feature of the project/program fist reflects the comprehensive
coverage of all acﬁvity under consideration in this sector in the Study report and the
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importance of the scctor as it refates to the envisaged “crossroads function™ in
integrating the WSB economy into economic activity in the other regions of the country
and into international rade so as to cnhance WSB developmental prospects. In this
regard, it may be noted that a “multiple access model” was applied for regional
development planning to comprehensively account for linkages as described in Volume
4, Spatial Devetopment and Land Use. .

Social and human development issues were of speciat concern in carrying out the Study
as described in Volume 2, '_Socieil Environment. During Phase I, {1997-2001), social and
* human development projects/programs, including rural amenity and rural road projects,
and environmental projects amount to about $610 million. Including agricultural
- projects that benefit small-holder farmers and some elements of the Science City project,
social and human development oriented projects/programs amount to over 20 per cent of
the $3.5 billion of Phase 1 expenditures. ~As experieice Wilh some of these initial
socnalfhuman development projects evolves, it is expecled that new elements would -
naturally evolve, and lt would be p0551ble to augment the exnmg programmed amounts
' _m Phases 1 and 111, ' '

A number of the recommended pro;ects have been grouped into seven development
mmatwes as a focus for 1mplementmg the overall developmental slrategy of the Study.
These development initiatives are summarized ‘in the table below. The seven

L devclopm’ent: initiatives, which span the area of the WSB region and reflect the analysis

- for the pﬁttém'of spatial dévelopment amount in total to $4.0 biflion and represent the

"~ bulk (nearly 70 per cent) of the non-transportation: prq]ecls/programs that have been
proposed. Private sector participation in the financing the seven mmatwes is estimated
at about $3 billion or nea_rly thrge quarters of the total cqst.

"Estimated Cost of Seven Dev elopment Initiatives
(In milhons of US dollats; amounis in ( ) are estimated private scctor pa rtlcspal:on)

[nitialive Phase l Phas-. H Phase lll “Total

) oo : 1597-01 2002-06 2007-11 1997-2011
Kanchanaburi Tourism Promotion 14 -8l 19 ::8 10 -8 43 -n
Kanchanaburi Agricultural Intensification 15 . .-5 15 ~5
. {Ban Pong Industrial/Distribution 1 D ws 190 269 190
- samut Songkhram FTA 600 © -450] 200 . -150 . 800 -600
Petchaburi Science Cily - 640 -430] 1,064 -7 540  -450] 2,244 -1,640
Bang Saphan FTA : 155 S8 130 -i00 180 -112| 465 S 1
Chumphon Tropical Fruit 75 620 19 . -2 ' ' 194 © -7
Total 1,500 -1,070] 1,800 -1,320] 730 -570] 4,030 --2.960

Source: Study Team




The relation of the project/program schedule of investment costs and its phasing with the
economic growth scenario is summarized in the table below. For the full planning period
- (1997-2011), project/program costs were estimated at $12.5 billion or B312.5 billion,
‘For the economic scenario, estimated fixed investments {excluding the Ratchaburi
clectric power plant and other generation investment) were estimated to be B1,825
billion for the full period. Accordingly, total project/program costs would amount to’
- 17.1 per cent of expected investment requirements. As transportation projects/programs
“account for about one-half of the total, they are equivalent to 8.6 per cent of total
' scenario investment. The seven development initiatives amount to B100 billion (34
" billion} and are equiﬁaient 10 5.5 per cent of expected scenario investment. The seven
“development initiatives account for about two-thirds of the noh-tran‘sportalion_
projects/programs and are expected to exert a significant catalylic effect on private
* sector economic activity.

ProjectPrograms in Relation to the Economic Scenarfo .
(In biltions of Baht at constant 1994 prices)

Phase 1] Phase 11} Phase 111} ~ Total
1997011 2002-06!_2007-11}1997-2011

I:shmaled lo!al investment r-.qu;remenl for : _ :
rccommended economic gromh §CERario (Casc2) 385.0] © 585.0 855.0| . 1,825.0

Rccommended projee_:u‘p:ograms _est;'m_ated cosl - : 87.5| 1250 - 1oool| ;3]2.5

Transportation sector projects _ 03391 529 693 £ 156.1
Non-transpotation projécis - ‘ 536] a0 307 1564

 Sevén Development Initiatives - | arst o oase| o 183|008y
" Other non-transport projecis - | 16§ 271 0 125 5s7)
Estimated private sector pasticipation 1 a0l 4220 0 i8¢ 93.0
Seven development Iniliatives .1 168 330 143 74.0
Other non-transport projects/programs - 521 %2 46 19.0

Source: Study Team

In terms of. expenditure phasing,” 28 pcr'cént of  project/program investtnents are
'cxpected to be dnsbursed in Phase 1 (1997 2001), increasing to 40 per cent in Phase 2,

with the balance of 32 per cent expectcd in last period. For non iransponahon projects :
the penod phasing would be about 34, 46, and 20 per cent respectively. Non-
transportation pmjecisfp_rograms_ would amount to about 12-14 per cent of expected
 scenario investment in the period 1997-2006 and decline to about 3-4 per cent of total
investment in :hé final (third) phase. This pattern largely reflects the intention to use the
seven deVe!opmént initiatives, especially the large Science City, the two FTA, and the
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Industrial/Distribution Center projects, as leading innovations and a stimulus to private
sector economic activity. '

As indicated in the table above, estimates suggest that the private sector would account
' for financing of about B93 billion of the total project/program budgeted costs with the
- bulk of this (B74 billion) related to the seven initiatives as detailed by project in the table
_ on the initiatives above. Accordingly, about 30 per cent of the recommended total =
project/program cost and nearly 60 per cent of the non-transportation component

investmeit would be due to private sector. In part this financing would be facifitated by
- government eftorts to create sﬁecial credit programs at both private and government- |

owned financia! institutions.: The availabitity of foreign project financing, especiaily for
the seven initiatives, would facilitate both private and government ﬂ‘naﬁcing of the
recommended projeclsfprograms.‘ ‘ | o

If the pnvate sector estlmates for participation are broadly correct, the implied public
sector investment component would amount to about B220 biftion, about B15 billion
annually. Thisimplies an average public sector investment ratio equal to about 4 per cent
of projected WSB GDP over the full pe_nod. It may be noted that in recent years the
“public sector has generated saviiigs of about 10 per cent of GDP, readily financing
investments that have averaged about 8.5 per cent of GDP at the nationwide Ievel (data
on investment on a provmcual basis are not available). Thus it would appear that the
Study’s project/program investments when coupled with a reasonable provision for
‘other required public capital expendltu_rc in the region would ot likely be excessively
large in relation to the WSB’s proportionate share of national public sector resources
that would likely beconie avallable in the years ahead. In relation to the estimated total
investment requirement for the economic growth scenario adopted, the implied public
sector investment would average about 12 per cent of projected WSB investment over
- the full period {(about only 3.5 per cent if transportation projects are excluded in
calculating the ratio). From this perspective as well it would appear that the Study’s
recommended programsfp'rojeét_s'{‘or the 'WSB could be readily accommodated in
_ ‘framing'successive NESDB national development plans, since public sector investment
“in recent years have amounted to aboul 20 per cent of ﬁxed mvestment at the national
-~ level, ’
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 Table 3.1.1 Key Econcmle and Financial Indicators, 1985.1995

1985 1986 1987 1988 989 1990 199} 1992 1993 1994 1995

Growth and inflation {% change}

Real GOP 4.6 5.5 95 133 122 112 85 81 83 338 87
Real fived investimient A7 07 i34 219 22.5 296 12.7 6.3 [0.6 124 126
CPl (annval averege ehange) 25 18 25 33 54 59 57 41 33 51 58
Investnient and savings (Yo of GDF) ‘ o : _ o

Gross domestic investment 282 259 279 326 350 - 413 427 400 404 . 4L2: U431
Gross national savings 211 244 215 320 34d 332 340 0 39 335 MS5 344
Statistical descrepancy -1.3 26 02 20 25 - .04 04 - 08 SN R N | (.6
Forcign savings 38 .06 0.5 26 35 835 83 56 59 56 . 81t
Unemployment rate (%) s6 59 43 36 39 0 X 30 26 26 26
Terms of trade { % change) 6107 a0 48 49 28 - -1 07 00 K4 3s

Central government budget
(%5 of GDP, liscal year basis) : . . :
Revenue and grants . 158 154 159 - 170 1729 © 192 194 . 183 183 1839 - °19.0

Expenditure and net lending 21.0 200 18.1 163 ° 147 145 147 7155 162 17.1 - 164

Overall surplus’deficit o 52 4.6 22 07 - 32 4.6 : "4:7 23 21 1.7 25

' Pu.blic Secmr ovgrall balance : _ .
(% of GDP, fiscal year basis) .~ 6.0 4.8 S E N 4.7 4.0 16 0.9 16 25

Balance of payments {USS biltions}
Exports {fo.b) - :

700 B8 16 1S9 199 229 283 322 356 446 560

. - Imiports (¢.i.) - .93 83032 0 -198 253 327 378 400 0 454 . 534 2700
Corrent arcount _ CL5 03 {3 -5 24 71 -74 6.1 431 .78 - 1)
e of GDF} .40 07 0.7 26 -33 -8.8 750 .35 -5.4 560 -84
Noamonetary capital : 1.5 0.7 08 28 59 81 113 27 105 122 220
Medium and long-term capilal : 13 03 06 12 .43 34 47 4.3 74 46 9.4
Private sector 04 0.4 0.5 15 4.5 4.8 KN 40 . 66 46 . 8.4
. Direclinvestment (equity) 02 @2 02 - 09 14 1.5 12 1.5 12 Of 11

© Public sector : R 62 .02 03 02 -13 06 03 07 00 1.0

: Short-term capital | N A | 04 02 16 LT 471 66 54 31 16 . i26

Overal! balance o es 13 07 16 43 22 42 30 39 4z 72

'Officlal reserves and e.:itemal'debt '
(In US dollars bittions) . _ : o : . i
Gross official reserves = 30 38 52 71 105 14.3 13.4 212 254 303 370

External debi(short and long term) 474 182 - 199 © 209 227 292 319 436 521 639 826
1% of GDP) 439 - 420 384 338 304 338 382 394 21 - 453 500
* Debt sevice ratio (%4) ' 25 248 198 146 127 105 106 113 112 17 114
Exchange rate (Baht/US dollar) _ _ - - - . . o
“End year o 12665 2613 2507 2524 2569 2520 2528 2552 2554 2509 2519

. Year average : L2116 2630 2572 2529 2570 25.59 2552 . 2540 2532 2545 2492

Source: Bank of Thaitand and IMF IFS.



Table 3.1.2 Sectoral Orlgln of GDP, Pepulation, and Area for the Reglons, WSB Study Area and the Kingdom in 1994

(In 1994 Cuneat Market Prices; in 1,000 Baht)

: WiB Kingdom lesy  Bangkok and
" Nesthern  Nottheastern Fastern Central Southery Western Stedy Arez BMR and W3B Vicinitics(BMR) Kingdom

Agriciitre £2042,780 12,286,745 31,597,008 14,425,197 110939844 258608838 IR,211,659 300,950,808 43.900,556 369,091,016
Crops 45399334 84,400,615 1,313,411 9360855 $2531050 16600745 15179214 180,536,707 1,350,092 20361013
Livesteck TRAILAZ 9,969,792 6345900 2861,517 4437060 2670507 | 2460479 15,239,640 3475872 37,182,951
Fisheries 1,033,452 1051986 10457439 38361 360361 2IIXE00 5536006 46,336,654 3,884,243 60,777,001
Foreshy 103,509 39,655 49,559 8 331181 £59,018 689,340 3,519,631 11 4,609,004
Agicutnra] serdces L192,197 5474332 B60,500 243,338 412,858 7304% 159,109 15,087,595 244,293 10,790,957
Sungle egri processing prodicts ABI0ETE 6258166 13590108 102,878 © 131,283 2227335 2810412 27,850,564 20,745,031 31,426,010

Miring and quarying 12,764,093 © 070,699 18,108,760 8,090,284 2585450 ¢« 1568564 2233518 A595R99 406,160 48,599,007

Mannfachining AT R8T 41303015 BLEDZS1R 64276361 - 15071095  3LB66203  ILTAROS0  JISI08M0B 666812318 - 1,014951,476

Corstruckion ILSISGED 40,500,450 12,749,147 £700066 22443817 1L51%E5E 10652559 - 112,870,460 134455975 267,958,994

Edcclricity and water sapply CEMI08L BAIN16) 13308850 6402023 600825 MATLIN BB 38,007,203 11,667,959 83,972,002

" Transportaton and commumication ITA0LEEY 18714282 009319 015250 17031582 9186867 & T4ES519 14,580,769 184603728 167,933.001
. Whelearde and retail rade 57,006,020 B6652912 34.7673%  2LEV1E81 45,890,284 - 16,72083% 23,232,600 24185837 319992,11)  592.016,000

Barking, insurance and real estate 11,900,367 19815568~ 12082627 £092,25% 15,547,683 1,526,426 7,142,732 1,822,596 07001666 285,999,981

Ownership of dwelbngs LRG0 17484241 LI 4398262 10,232,000 5404888 | 4855688 35,513,479 11,924,633 £3,795,000

Public administration and defense 121,208,306 19,745,000 - BESHS5F 7306368 15730543 1,319,294 7,200,505 83,296,168 15945123 127,435,990

Senvices . 51092302 64969959 67336162 13,4842 45856283 IOIZG5E 13295379 245310663 IPSIMD53 . 434201000

GRP/GIP ) MIATLIE 405,955,373 ITLI01908 162,855,403  I0S084603 152443097 145,273,459  LEO4238B5E  LESSELIS . 3,600,906,499

As 1 % of Kingdom GOP 9s 13 L 103 a5 25 F A2 e 156 515 1000

Arza (sq Y} 169648 168554 35,503 16,593 70,115 23,047 43,698 453,653 7,358 513,138

% of Wtal wea ni n9 A 32 138 R X | 35 0.0 15 150.0

Popidation density (pertons’sq km) 65 313 102 172 109 7 % 9 1,285 g

Pepulution (1,000 peryons) 1557 20,662 3,710 7,856 1,143 S3M2 1896 . | A5 9,969 88,709

Popultion as % of Kingdom 1:%: T M2 53 49 12 56 LY -8 17.0 T10090

Population growth 193154 (% pa) Rl 14 FL] 10 19 (AR 12 B K 16 i§

* Per capita GOP (B 31,064 Cwz3s 1003 57,002 39,789 45028 48610 3,993 156,167 61,133

‘P capiia GDP as % of Prov P-C Y ] - 385 802 1593 iy 1286 ° 1358 17 5200 1R

* Per capite GDP a8 % of BMR PiC 167 109 T 39 B 1T 254 27T . 281 . 188 wooe Lolare

Per capita GOP as % ef Kingscm PiCt 508 EXT 1636 3.0 649 8O 93 (53 R 3 ] L1009

In per cent ofiolal : .

Agriculvare 81 52 L3} 89 %0 170 153 18.8 212 102
Crops 2 134 47 51 173 109 108 ‘1n3 0.4 56
Litskek 21 25 17 18 S i 18 18 19 02 19
Fisheries 03 03 28 [ ¥ n1 19 39 .29 oS 117
Foreshy 00 oo ot 0o 12 LE 0% 02 oo o1
Agiiculnizat services 09 13 [}] 05 X} 05 a3 0.7 0.0 03
Sunple egi processing groducty 14 is 07 C 06 ts 13 20 1T AN B K]

Mining and quamying  ° 317 08 4% 50 ‘o8 13 16 19 oo 13

Manufacturing ia? S 102 320 s LR ] g 33 19.7 359 %2

Cerslruction 93 160 48 5.4 73 16 16 7.7 71 T4

Eleciricity and wa'er supply 19 16 3s 41 0 13 24 24 22 23

Transpeclation and compmunicstion” st 46 38 43 55 50 6.2 [ 29 74

Whedesate and retad tade 166 13 912 134 e 173 165 155 172 6.4

Burdirg inswrance and real estate 52 49 32 37 ‘50 9 3 LR ] nz 19

Ownership of dwellings : 26 43 19 28 )3 36 15 35 13 [ 3.

Public adsiinisa sBon and deferise 61 ! 24 46 5t 8 51 52 0 35

Services 155 140 g1 83 e LR LY 1353 195 124

GDP 19000 1000 1331 1060 1900 1000 1000 100.0 1000 100

Summary Svwchurg :
Agricultare 131 190 0.1 39 %0 170 173 188 - 2 012
Inhustry B 88 28 513 519 152 310 M8 - e 450 393
{Manufacturing) 137 107 181 ELE) A 248 233 191 389 ’ %2
Services © 532 58S 386 312 . 488 450 459 488 sra . s
Total 100.0 1000 1000 1000 . 7T 1000 1000 Toi00 1000 100.0

Real GOP growth 15515994 (% pa) é0 ‘64 104 83 19 81 63 - 3. -3 | ‘82

Scarve, NESDB National Accourits dnd Stady Team eatoulations. -

¥ Includes mining and grmying, manufacturieg, construstion, 2 electricity did water



Table 3.1.3 Provinclal and WSB Reglon Structure of GDP in 1994 with Population and Area

(At cusrent prices; in 1,000 Baht)

Kanchanaburi

Western

Ratchaburi ~ Phetchaburi - Samut Prachoap  Chumphon
Songkhram  Khiri Khan Seaboard

Agriculture " 85,788,134 5,183,010 2,555,544 1,141,010 5,197,083 351,878 27,211,689
Crops 4,137,414 3,216,833 1,659,599 18IS 2,621,958 3370788 15,179,214
Livestock 424,233 1,043,454 250,661 91,004 3717493 280,624 2,467,479
Fisheries 56,559 54,545 411,459 558,654 1,643,394 2831485 5,556,096
Forestry 669,733 - e 17,831 1 ¥ 468 689,349 .
Agric services 219,895 145,039 62,403 538 122,107 39,127 489,109
Simple agric procesiing 280,294 723,129 171,422 300,168 526013 829,386 2,830,412

- Mining and quarrying 858,934 685,149 292,252 22,792 0 250911 123,880 -2,233918
Manifactusing 5,306,130 17,455,270 2,461,184 952,193 5,160,052 - 1,404210 32,741,050

© Construction 2,761,619 1,661,182 2,702,375 S 430,618 2087523 . . 1,019,242 10,662,559
Electricily and watér 842,996 1,115,261 423073 - . 149,704 519,463 ¢ 297,343 3,347,840
Transportation & communication 3,738,630 1,345,613 1591,630 . 558,241 569,821 " 543,584 8,748,519
Whelesale and rétail trade 6,609,087 - 5,565,242 3,744,810 © 7 1,564,380 3352768 - 2,396,313 23,232,600
Banking, irisurance and real estate 1,066,686 1,372,314 1,014,089 : $70,763 1,427,544 191,336 - 7,142,732 .
Cwnership of dwellings 1,235,943 i,181,428 758,717 © 296,388 - 792,440 691,272 4,936,688
Public administration & defense 1,831,361 1,717,158 1,451,552 377,516 - 260981 961,977 7,200,515
Senices 2,518,753 3,341,657 2,031,004 965,541 2,018,607 1,919,817 . 13,295,379
GDP o 32558273 41624285 194287230 | 7029646 22232173 - 17,900,352 140,773,459
(As a pereent of WSI total) 131 9.6 . C13.8 : 50, 158 127 - 1000
Percapita GDP 42740 54,269 46,368 L3538 51,944 43,135 48,610
(As a percent of regicnal average) C003 1116 954 727 106.9 . 887 100.0
(As a poreent of Kingdom averzge) 795 | B8RS 75.6 576 84.7 703 73

" (Asa percent of BMR) 262 SL292 249 190 219 232 26.1

. Population_(1,000 persons} 668 167 - 419 159 © 428 415 2,896
{As a percent of regional population) ‘231 265 ‘145 69 14.8 143 1000
(As a percent of Kingdom's population) 11 13 0.7 03 0.7 07 49
Populaticn growth 1981-1994 (Yep.a) i 12 09 0.0 09 LS -2
Arca { s k) 119,483 5096 6,225 a7 6,368 6,009 43,698
%5 of WSB arex : 446 ns 142 .10 146 13.8 1000
" Population density (persons! sq. km) .34 148 .67 © 477 67 69 66
Share inlctal GDP (%0}

‘Agriculture 178 TR 13.2 6.2 214 41.4 19.3
Crops 127 17 85 25 113 188 108
" Livesteck 13 25 . 13 1.3 T 16 1.8
Fisharies .02 ot 2.1 19 7.4 15.8 Ao
Forestry 23 - - 03 0.0 0.0 05
Apric servives 0.7 0.3 0.3 0.0 0.1 02 03
Simple agric processing 0.9 1.7 0.9 43 24 45 20
‘Mining and quamying 26 1.6 1.5 03 Bl 0.7 1.6
Manufacturing 163 419 . 12.7 135 212 78 233
Consiruction - 8.5 40 13.9 6.1 9.4 5.7 76
Electricity and waler 26 27 . S22 21 23 1.7 2.4
Transpeictation & communication 1.5 32 10.3 .19 26 .30 62
Wholesale and retail trade 203 134 - 193 N3 15.1 134 16.5
Barking, insurance and real éstate 33 45 - ¥ 8.1 64 6.7 5.t
Ovnership of dweilings s 28 39 P42 kY 39 35
Public adimindstration & delense 56 C 4l .15 5.4 3% 54 5.1
Services 1 T 92 108 137 9.1 . 10.7 - 94
GDP 1000 1030 - 1000 - 1000 1000 - 1000 1000
Summary structuce (%} ; o o
Apriculture 17.8 125 132 162 234 411 19.3
Industey 1/ 300 503 363 221 kIR 159 T348
(Mamfacturing) 163 419 127 135 "2 78 213 .
Senvices 522 373 56.6 616 406 190 459
Total 100.0 100.0 1000 100.0 100.0 1000 1000
Rea) GDP growth 1981-1994 (% p.a) 4t 79 5.5 57 73 7.5 63

Source: NESDB National Accounts and Study Team caloulations.

¥ includes mining and quarcying. manufacturing, construdtion, and eloctricty and water.
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Table 3.2.1 Summary of Invesiment Promotion Activitics of the Board of Investment, 1990-1995

{ In billions of baht; except where indicated)

19%0 1891 1592 1993 1994 1995
Number of applications _ _
received - 1,019 631 444 1,255 1,538 1407
" Value of investment 5375 1505 2130 2788 5936 9014
Number of applications _ , '
approved 932 605 . 394 854 L1911 1,197
Value of investment capital 476.2 2784 2843 17701 2815 580.1
Number of prometion s : ‘ ‘
* ceutificates issved o128 s 357 41 935 971
© Value of investment L1925 1786 4463 . 1768 2082 3272
- Number of firms _ o ‘
" starting operalions 415 413 440 375 301 ‘323
Value of investment £0.9 81.2 96.8 129.2 101.5 133.2
" Number of That employees 86,436 - 84,268 86,228 88,751 90 8369 94,326
Investment per employee (in imillion baht) - 09 1.0 B 70 B . < 1.1 1.4
Value of approved investment by sector ‘ .
: - Agrieulture and agri produsts © 249 83 32 113 235 204
* - Minerals, metals, and ceramics © - 84 27 244 10,1 ¢ 509 1469
+ Light industry 328 iig3 6.5 195 10.8 [{93:]
Metal products, imachinery, and lsansponl 43.1 197 - 34 12.9 237 - 531
' Electronics and electrical products 1261 248 . 98 189 ‘583 445
- Chemical products, paper, and plastics 186 324 1567 1427 521 - 2166
Seivices and public utifities - 2922 T2 497 903 - 610 777
Total - 4162 2784 2843 1772 . 2815 - 580
Ownership of approved livvesimient . _ _ :
Total - - : - 476.2 2784 2844 1773 2815 58001
Domestic 1135 . 1498 208 682 1296 1692
- Foteign L1793 12.0 18 139 - 199 35.2
- Joint venture - 1834 - 1096 - 2558 95.2 1320 3757
: Approved Applications _ : S
-Whole ngdom number 929 503 394 - 854 L1911 1,097
Zone 1 399 197 149 1% 202 166
Bangkok : o 66 73 63 50
Zone 2 250 143 79 136 - 186 229
Zone 3 280 263 166 524 803 802
North 36 135 125 87
Central 12 is - 36 45
Northeasl 30 1t 164 152
East - 66 127 269 296
West 5 18 36 33
South 47 - 98 138 138
- Orther 0 0 35 51
lmc;tmenl cap:tal , : S S
Whole Kingdom, in billion bahl 284.2 I?T 3 2814 5801 .
Zone 4517 C 740 ¢ 409 0 298 .
" Bangkok 346 481 255 106
Zone 2 45.5 99 560 IOO L
Zone 3 1936 - 734 1845 - 4499
North AT 128 1.7 10.3
Central " 36 6.1 68 12.7
Northeast 12 124 15.1 1o
East 162.7 213 1141 362 2
West 02 34 88 174
South 22 e 17.1 123
Other 9.0 43 10.9 40

Source: BOL and Bank of Thajland.



Table 3.2.2 Schedule for Implementing the AFTA Common Effective Preferential Tarill (CEPT)
for Manutfactures, Processed Agricultural Products, and for Raw Agricultural Products

1993 1994 1595 1996 1997 1998 1999 2000 2001 2002 2003

[nitial tarif¥ rate for product: {Maximum tanifY rale in peroent)

Fast-track product schedule E . )
’ \!oret.han 3% 30 0 0 -25 25 20 15 10

5 s 5 5
©26-30% ' 25025 200 15 1 S s 5 5
DUraste ‘2 2w 15 10 s 5. 5 & -8
< 1620% : o 1315 10 5 s 5 . s 3 5
15% 10 B0 L 8 5 's '§ 5 s 5
6% © 8 [ 5 5 s 3 s 5 5
595 o1 less ' "b’
Neemal track groduat schedule :
More than 30% 30 30 3 2% 28 20 20 15 1510 5
25-30% . o 23025 20 20 1815 1D s
21-25% o 20 020015 15 10 0 5 5
116-20% i5 15 -0 16 .5 % 5 5
“11-15% C 1w s s 5§ s 5 5
6-16% : : - s 5 5 .85 8 5 s
S%orfess : e et e —-
Raw agriculivral produst schedule - : _ _ : ‘
“More than 30% 30 28 20 020 15715 10 5
26-30% O .25 20 20 15 18 100 8
2125% : . 200 15 15 10 10 5 5
16-20% S - T [ . ) 5 s 5 5
11.15% : w5 85 8 § . .5 5
6-30% . s 85 & .5 '8 8§ s
5% of less ) s 3 - j' : . b .
Notes:
-Rule of origin:

At least 40 percent of 2 product’s value must ongmale within ASLAN tobe dlguble

. ‘Initial farif ianﬂ’ratcs : : :
A member country is auiomatu.all) cl:gnble for concession if the taanme on 8 product ithas mdud‘.d in the CEPT isat
of bdow 30%. Thailand ad_,usi«:d all tariff rates exoeeding 30% w 30 @ prior to the implementation dales for schedulzs,

- Manefactured goods and processed agncu!wral produts:
Implementation began L 1995 and is proceeding on either a "fast” of "normal” Uack schedule depeading on the product.

. There aee 15 "ast” track Thai product groups +-
Vegetable oif, cement, chemicals, pharmaceuticals, fertitizers, pl a:-1|c< rubbet pfodud& leather products, pulp,
- textiles, ceramic and gliss produdts, gems and 3eu._e!ry copper cathodes; electronics, and wood and rattan fumniture.

"_I‘hail_ami p_héc.i arelatively smatt number of itéms of the temporary exclusion list; eachyear a
proportion of thess are placed on the normal schodulle s a5 10 achievé comiplate coverage at 3% of léss by 2003,

Ra\& agncu!iura! r-fodud: :
lmp!emm!alam of ad;uﬂ.mml in taril¥ rates wilk begln in 1957 and [oli-ou. the nocmal track schedule to achl«:\e rates at 3%
of less by 2003, An agreed list of temporary e\:cluqom and the modalities for their incorporation inte the CEPT

aré n-;»t yet agread by member counteics,

Source: Discussions with Thai authorities,



Table 3,2.3° Major Financial Institutions in Thailand at End 1995

No.

No. of

Assels

Branches (billion baht)

Commercial banks

Finance oompanieé

Credit foncier companies

- Govermhem Savings Bank (GSB)
Goverament Housing Bank {GHB)

Bank for Agzicullurc‘and :
Agriculture Coopéralives (BAAC)

'lndu_s!rial Finance Corporalion of Thailand (JIFCT}

Small Industrics Finance Corporation (SIFC)
Ex.porl-lmpo'rl Bank of Thaitand

Life Insurance companies

129
‘91

13

13

20
66
540

39

495

15

1,619

5,013.7
1,560.6
: 79
| 12105
isad
' 160.0

118.1

1.6

315

126.2

Source: Bank of Thailand



_Table 3,24 Deposits and Credit Qulstanding in the WSB Region by Principal Financlal Institutions
atend 1995 £/2/ .

{in miltions of Baht)
DMEs GSB GiiB IFCT sIFC BAAC FIN TOTAL
Kanchanabur ] _ ,
Deposits 16913.0 15258 0 © 0.0 00 5672 na. 19,005.6
Credit 158210 166.1 5894 8566.9 47 1,3732 ‘na 18,3213
Offices KE] 6 i 0 0 4 0 44
- Samut Songkhram : ) : 7 .
Deposits - 21820 ° 1,1233 00 - 00 00 1147 na. 2,420.0
" Credit 6,249.0  : 355 870 414 00 4216 " na. 6,834.5
- Offices 13 3 | ‘00 00 I Q.0 13
Ratchaburi ‘ s ‘
Degosits - 31,6540 . 24308 460 0.0 0.0 7757 na. 34,9064
Credit -21,080.0 20238 4528 13083 8.1 1,556.7 na. 24,6087
" Offices 45 7 2 0.0 00 5 3 62
Petchaburi o : :
" Deposits 16,303.0 1,73%.1 ‘878 . 0.0 0.0 1,107.7 na. 19,237.6
D Credit " -13,067.0 1143 970.9 D714 00 - L1517 na. 154212
Offices ) 5 | 0.0 00 - 3 3 M
Pmchuap Khinkkan . o _ N
Deposits - 13,5270 01,3276 00 . 00. 00 6517 na. 15,5063
-Credin 16,2940 128.5 . 4894 663[ 13 19645 na. 19,5508 - -
Offices -3 7 2 00 0.0 - 4 0.0 49
Chumphon : : : .
“Deposits 10973.0 172815 0.0 0.0 0.0 0874 na, 13,2418
Credt ~ 1 080.0 S1212 2169 4147 108 7 37908 na. 13, 640. 3
_Oftices S - 27 - 6 2 ¢ 0 ? 0 42
' Western Seaboard _
Siudy Arca : o . ‘ : o :
Deposits 97,552.0 %4217 1333 00 00 42043 R 11,3178
Credt ; £3,591.0 7743 2,8064 3, 37] 4 - 339 10,2984 na. 100,876.7
Offices : 181 M4 ' 9. 0 0. 6 254
(Shard iﬁ total ,%0) : _ _ _
Deposils §7.6 &8s 0.1 Q0 0.0 38 na. 1009
Cradit 829 (133 28 313 003 102 na. 100.0

Source: Bank of Thailand, G5B, SIFC, and BAAC.

DM Bs: Commeccial banks _
GSB=Government Savings Bank
GHI=Covernment Hoasing Bank

HCT=Industsiat Finance Corpration of Thaitand
SIFC=8mall Industry Finance Corporation
BAAC=Bank for Agriculiure and Agricultural Cc-opcmlncs

FIN Finarce Compardes

I/ For GIB and BMC amounts outstanding are as of March 31,1996.

27 Repional informaticn is nol available on finance and sevuritics companics,

credit fonciet companies, and the EXIM Bank. These instutions are oricrled
tothe Bangkok reg:mal market, however, EXIM credits are available to promote Kingdom-wide exports.

The finance companies in Ratchaburi and Phetchaburi are foan production oftices.



Table 3.2.5 Indicators of Commenrcial Banking Activity by Province as of May 1995

© Chumiphon

Deposits Loans Loan/Deposit No. of 'Popu!atiol'l' Population  Deposits
fatio Offices - in 1994 perofiice  per capita

{In millions of baht) (%) (in 1,800}
Whole Kingdom 1/ 2,665,548 3,413,296 128 ¢ ,2,598 58,709 22,598 45403
BMR o 1,974,162 2,734,276 139 11,069 - 19,969 9,326 - 198,030
Bangkok 1,718,146 2,547,866 148 824 6040 7,330 284461
Northeast 170024 197,680 116 395 20,062 50,790 . 8,475
North 191,950 206318 | 107 . 440 - 11,057 25130 - 17,360
East 157,330 136,173 87 275 1 3,7]0 C 13491 42,407
© Central 76,036 ¢ 59227 - 18 - 153 2,856 18,667 26,623
* Southern 241,849 266,701 110 351 7,743 22,060 31235
- Western - 95971 79,547 83 191 3312 17,340 28,977
Study Arca 87,756 74417 85 172 289 16,837 30302
Kanchanaburi _ 15,599 13,682 88 33 668 20,242 23,352
" " Saniut Songkhtany 7,331 3,474 75 13 199 15,308 36,839
Ratchaburi 28374 18646 66 0 767 19,175 1 36,993
Petchaburi = 14,229 11,360 83 27 419 15,519 33,947
Prachuap Khirikhan T 12,109 0 15115 125 33 428 12970 - 28,292
10,119 9,640 95 26 415 15962 ° 24,383

. Source: Bank of Thailand

1/ Total excludes inter bank accounts.



Table 3.2.6 Summary of Local Government Operations, 1989/90-1995/96

.Projeds;d
198990 199091 199192 1992:93 199304 199495 199596
- { Inbilliors of baht)
Total revenue and grants 287 347 191 473 55.0 626 73
Taxes and other revenus 20.2 25.0 o183 344 3%.4 450 560
- of which: tax revénue 17.3 20.7 T M8 30.2 347 _

Transfees from ceniral govermment - 35 9.7 108 129 156 17.6 215
Corfent ‘ 34 58 6.3 15 RS 9.7 13
Capits] 31 39 45 54 7.0 79 140

© Totsl expenditure 244 324 392 44 526 61.5 £ 76.3
. P Current expenditure 149 17.1 20.0 24.4 -1y 338 3
© Capita) expenditure 9.5 i53 192 20.0 24.7 27.7 3356
Overall bshance 43 23 i 29 24 L 12
(excluding transfers from government} 4.2 1.4 -10.9 -100 132 -16.5 203
(Fa pr cent of GDP)
. Total fevenue and grants 14 14 14 18 16 16 17

Taxes and other revenue 10 1.0 10 - 171 A B | 11 o A

of which: lax revenua _ 68 0.9 Y 16 . 10 o ‘

Transfers from central govermment 0.4 0.4 - 04 ¢ 04 - 04 0.4’ 08
Current ) 03 02 .02 02 _ 01 02 02 .

" Capital S0l 02 02 ez 02 0.2 03

Fote) éxpenditure 12 93 14 s i 1.5 17

Curreat expenditure Q7 0.7 07 08 © 08 08" 08

- Capital expenditure 0.3 0.6 0.7 es: T 07 07 08

Overall batance _ 020 £ 0.09 0.00 002 007 003 00
© (excluding transfers from government) 020 030 -0.40 T-032 © 038 0.4 Rz

Mermorandum jtepy

Total local govi. expendirue as 26 of GDP :

Malaysia 64 6.0 45 S04

Indonesia 24 25 25 o 2

Philippinés 13 18 - 19 11 . ' '

Thailand 1.2 13 14 14 1s 1s L7

Source: Bark of Thailind and IMF GFS.



Table 3.2.7 Tax Revenues of Local Government in FY 1594

BMA PAT  MUN SAN CAO . TOTAL
{ In millioss of baht}
Local levied Laxes 2.9071.5 616 12319 5638 - 8124 56452
House and tent 2,4524 502 . 9553 424 3502 42505
Land development 1294 2.4 6.7 T A0 . 4819 209.4
Signboard 3227 38 1549 513 $44 - 6326
Stanghter 30 02 25.0 186 59 s
" Surcharged taxes 18948 365 40048  202L1 82386 223128
VAT 8,741, 250 31108 6153 7583 11,2603
Gambling 124 00 - 00 . 00 00 1241
Fxcise 8012 39 6947  1,0904 58108 84060
Aloohol tac 228.4 75 1996 3154 L6765 © 2,424
Shared taxes 30149 127 019186 - 9515 9637 | 68524
Vehicle tax 30149 127 19196 95L5 - 9637 | 68624
Rice export 0.0 0.0 0.0 0.0 0.0 00
TOTAL 13,817.2 108 7,593 35004 100917 347204
{ In percent of authority totat revenue)
" Local levied taxes 219 556 1722 161 26 . 163
© House and rent 177 453 133 125 33 122
Land development 0.9 22 10 1.3 16 20
. Signboard 23 1.9 28 1.7 05 1.8
Staughter 0.0 F02 03 e 01 02
" Surcharged taves 811 329 559 1A} f1.8 610
VAT agg 211 3.4 174 16 324
Gambling 0.9 0.0 00 0.0 0.0 0.4
Excise P58 30 27 08 . 516 242
Acohot tax k) 23 28 8.9 166 7.0
Shared taces 28 - 1L . 268 269 98 198
© Vehicle tax ‘28 LS 2. 269 9.3 19,
Ries export 0.0 0.0 0.0 00 . 00 0.0
TOTAL 1000, 0 1000 1006 1000 5000 100.0
{ In peccent of total l.snc]
Local levied taxes 5150 109 2188 - 1008 - 1545 10000
House and tenl 52710 113 2248 104 824 100.00
Land developticnt 1824 034 om 648 6511 T 100.00
Signboard S5Le 13 22 o1 360 10000
Slaughter 5,69 038 47.44 3529 120 100,00
Su.rchnrgcd l&;(cs 1354 0.16 18.03 2.10 Ry R Y 100.00
VAT : . 5987 0.22 7162 5.46 652 @ 10000
Gambling 100.00 000 000 0.00 000 100.00
Excise 253 or- 8.26 1297 69.13  100.60
Alcobol tlax 9.43 - 6.10 824 13.02 6.0 10000
Shared taxes 4393 009 2797 1387 404 -100.00
Vehicle tax a9 019 2197 13.87 1404 - 10000
Rice expint ’ o : o
| foTAL 3980 032 2062 . 1020 2967  100.00

Source: Bank of Thailand based on Ministry of Inferior data,

BAMA-Bangkok Metropolitan Arca

PAT=Pattaya
MUN=Municipalitics

SAN=Ssnitary Districts

CAO=Changwat Adwministretion Or ganizations



Table 3.3.1 Key Economic Indicators of the NESDB Development Plans

(Dala are averages over thie S-year plan period )

7 th Plan

8 th Plan

© 71,000

6 th Plan
(1987-1991) (1992-1996) (1997-2001)
Actual Target Estimate Target
* 1. Real cconomic growth (GDP) (%) 108 82 81 80
. Agriculture 3.4 34 3.2 3.0
-Manufacturing 13.9 9.5 10.1 10.}
- Constrction 18.1 3.9 8.7 1.3
Services and other 11.0 81 3.0 1.2
© 2. Real expenditure grmﬂh(%)
- Consumption . :
Private 9.2 57 1.7 6.8
Public 20 133 . 68 - 1.3
Investment L
Private 260 ‘88 7.6 9.9
Public - 6.5 8.5 17.0 15.7
_ 3. International trade
 Value (illionbaht} _ T .
Exporls 4970 1,062.7 1,1243 - 2,5510
Iniports 6759 13757 1,4158 02,9048
Trade balance : -178.9 -3%3 O 2915 -353.6
- Trade balance as % of GDP -8.4 9.4 1.8 - =54
Real growth (%) - ' . -
Exporls - 24.5 147 - 143 LN I
Tmports M9 1.4 13.8 126
4. Cursent account balance - L o
. Value in biflions of baht -91.1 “-1703: . -2944 -313.6
C/A balance as % of GDP 4.5 -2 66 -4.8
. {end of period) 1/ - -8.3 2.5 -8.3 -3.4
5. Inflation --CP1 (%) 37 56 43 45
7. Population { millioh persons) 56.9 610 588 618
Growth rate (%0) ' 14 - S 1.2 Il . 095
8. Employment (miltion persons) 320 349 325 33.4
Unemployment rate (%) 0.6 0.5 1.0 04
9. Per capita GDP(bahU)’ea'r)'!I 41,000 B 76,884 134,277

_ Scmrce NESDB

1/ Valuc at the end of the Plan penod



WSB IBustrative Fconomic Growth Scenavios fo 2011 (Eighth, Ninth, and Tenth Plans)

Table 3.3.2
~ {In 1,000 Baht at 1994 prices)
1994 2001 2006 011 19952001 2002-06  2007-11 19952011 -
Actual Projection Projection Projection " Annpal Growth Rates
Case !
Trend Growth Case 7
Agriculiure 27,211,659 31,257,643 . 34,510,963 " 3R, 102,892 20 2.0 220 20
Industry 1/ 48,985,367 - 88,403,332 134,776,170 205,474,337 13 &8 L 88 g8
Servives 64,576,433 94,563,051 124,176,973 163,064,965 5.6 5.6 F 56 56
GDP 140,773,459 214,224,006 293,464,107 406,647,194 6.2 &5 L &7 6.4
* Population (in '000} " 2,856 3.056 3,180 3,315 0.8 08 - DR 08
Per capita GDP 48610 70,102 922 . 122656 5.4 © 56 59 56
Emp!omm{t : : : .
Agriculiure 819,384 208,718 - 800,836 791,031 D2 C0.2 ‘02 D2
Industry ‘356,232 472,412 $77,942 107,043 4.1 - 41 . 4. 4.1
Senvices 433,109 466,048 491,059 ¢ 517,496 1.1 i1 B R 1.1
Total 1,609,225 1,179 . 1,869,877 - 2,012,572 12 1.4 1.5 i3
Case 2
Moderate Cronth/Policy Case o . . : _ .
¢ Agriculture 27,211,659 31,257,643 © 35,365,154 - 40,997,906 20 25 30 2.4
Industry 1/ 48,985,367 122,574,535 197,407,547 296,833,178 140 0.0 85 112
Services .U 64,576,433 (110,672,658 178,239,423 287,056,372 ] 100 100 9.2,
GDP 140,773,459 264,504,856 411,012,123 624,887,455 9.4 92 8.7 9.2
Population (in'000) 2,896 3,060 3238 3413 08 11 12 Lo
Per capita GDP 48,610 £6,453 127,081 182,035 26 ] 7.5 8.1
Employment ‘ _ : B :
Agriculture 819,884 . 626343 529,545 453,732 3.8 33 28 -4
Industry S 356232 59284 7134 801,640 F 18 38 4 49
Services 433,109 . T 545443 704906 - 910990 33 .53 £ 83 45
Totat 1509225 L764611 1,947,895 2,171,362 L3 20 22 18
Cased :
© High Grewth Case. : : : o : : o
Agricalture 27,211,659 31,257,643 35365154 40,997,506 - 20 25 3.0 24
Industry 1 48,985,367 122,574,555 7 246,541,212 - 434,489,855 © 140 150 120 13.7
Services 64,576,433 110,672,658 178,239,423 - 314,118,764 RO - 10.0 S0 2.8
(43174 140,773,459 264,504,856 460,145,789 78,606,525 2.4 117 11.4 10.7
Population {in 000) 2,896 - 1060 3,413 3,893 0.8 21 .27 1.3
Per capita GDP ' 48610 86,453 134,833 202,842 86 91 g5 RS
Eeployment’ i
| Agricuhture 819,884 626,343 529,545 458,131 238 © .32 -2.8 3.4
. Industey 356,232 592,824 831016 1,173,401 7.5 SRS 5.7 73
* Services 433,109 545,443 704,906 - - 996,874 33 .53 T2 5.0
Total L605,225 1764610 2125467 - 2,619,007 13 is 43 29
 KINGDOM _ : R : . :
GDP (in B Baht st 94 prices) 3,601 6,234 - 8950 12,553 g7 75 76 16
Population ( in miltions) 5871 6291 1 6547 6771 10 08 0.7 08
Pec capita GDP in 1594 prices 61,331 99,002 1 136,706 185,389 7.1 66 6.3 6.7

Source: Study Team caleulativns.,

1/ Includes: mining and quarying, manufactuting, construction, and electricity and water supply.



Table 3.3.3 Projects/Prograins Recommended for Implementation
(In millions of US doliars)

No. ProjectProgram Phase If Phasell| Phass [}  Total
= 1997-01F 2002-06] 2007-111 1997-2011
[Social) 4 2 2 8
$S1 | Social Monitoring and Evaluation H 2 2 5
S82 | Local Governance System lmprovement 2 2
883 | Social Partnership Promotion 1 1
{Education} 13 25 38
ED1 | Experimental Schools and Curricutum Revision | 10 1
ED2 | Hightechnology Universities 5 10 15
ED3 | Industry-based Training Center 5 5
ED4 | Computer Availability Expansion 2 5 -7
. | Healtn) 30 iy 4 ¥
PIH | Medical Research Laboratory wilh Hospilai 20 : 20
FH2 | Regional Occupational Health Center 2 4 4 10]
PIi3 | Emergency Medical Service Upgrading -2 3 : 5
PH4 | Inteprated 1UV/AIDS Control 5 -5
PH3 | Health Promotion Upgprading 1 ‘1
- |[Rural/Urban] 678 11491 645 2472
RD1 | Rural Development Models n 80 100 - 210
UDI | Upper WSB Urban Cluster - 5 2 7
UD2 | Specilic City Plans | 640 1,064 540 2,244
U3 | Urban Social Infrastructure 1.5 E ' 1.5
UD4 | Urban Amenity Impro'nemenl 1 3 ] L9
UDS § Institutional Strenglhemng . 0.5 j " 05
IAgrlculiurelhsher_iesl LY ] 266 - 110 - 608
AG! j Field Crops Restsuctusing i 20 40 80}
AGZ | High-valie Crops for Niche Markets 30 _ : ' 30
AG3 | Tropical Fruit Improvement T 62 114 176
AG4 | Tropical Fruits Center 13 6 ' 19
AG35 | Catde Faltening 5 10 - 15 30
AGS | Dairy Production Promolion 5 - 10] . 10 25]
AG? { Slaughterhouse Modernization 10 13 ' 5
AGS | Agro-processing Promotion 10 10 10 30
AG9 | Water Application Efficicncy Improvement 10 10 is 35
AG10] Covonut-based Livelihood. : 5 10 10 25
G11] Agricultural Marketing Information 100 13 . 23
AG12]| Farmers' Lifetime Training - 10 1 10 30| -
AF1 | Coastal Fisheries Reha‘blhta(:on 10 T 20
AF2 | Aquaculture Model . 12 I 12
AF3 | Fish Procgssing Indusl.nal Complc\ 20 30 50
Hndush)ﬂ‘rade] 764 662 -180 1,606
ID1 | Free Trade Arcas (FTAs) 753 343 180 1,276
ID2 | Strategic Industsial Estates ; 284 284
ID3 | Rural-industrial Community Model 3s 35 7
104 | Quality/Productivity Enhancement - 6.5 : © 6.5
D5 | Industial R&D Promiotion : 32 : 32
ID6 |New Investnent Promotion 0.5 B R 05
{Tourism| - 60 1) ‘40 151
TQ1 | Zone-wise Development 1 1 g 2
TO2 [ Amenity Preservation Program 6.5 s 10
TO3 | Tourism Related Infrastructuré 10 6 16
TO4 | Lodging Facility Upgrading 40 40 40 120
TOS5 | Tourism Information Service Promotion 2 : 2
"[{Resource Management/Environment] 204 37 100 621
EV1 ] Organic Fanning 6 0 16
EV2 | Reforestation Program 3 12 35
EV3 | Domestic Waste Water Treatment 9 160 100 156
EV4 | Solid Waste Management %6 35 131
EVS | Envirorunentat Rescarch Center 3 80 83




Table 3.3.3 Prolects/Programs Recommended for Imptementation
(In miltions of US dollars)

Totat

No. Project/Program Phase I} Phase 1] Phase LIl
1997-01 | 2002-06] 2007-11| 1997-2011
WR1 | Imigated Agriculture Intensification 120 120 1201 ° 360
WR2 | Improvement of Water Management 1 0 21
WR3 | Multipurpose Reservoir Development 2 : 2
WR4 | Salinity Contro! 1 1
WRS | Drainage System Improvemenl i 1
. |[Energy/Power/Telecommunications) 37 283 7 n
EP1 | Cooking Stove Dissemination -3 3
EP2 | Energy Substitution {Ceramic/Lime) 5 =5 : 10
EP3 | Demand Side Management . 1S 2 2 " 55
EP3 { Partially Insulated Cable Promotion ] © 33 N - 60
EFS | Kra Hydropower R 200 200
TL1 | Telecommunications Expansion .20 20| 3 43
TL2 | Teleport Promotion 05 ‘ 0.5
TL3 | Agricultural Inforniation System 0.5 - 0.5
TLA | Medical Information System 0.5 1 1S
TL5 | Tourism Information System : © 0.5 : 0.5
TL6 | Information Highway for Education - . 0s . 0.5
[Transpord] 1355]0 2,161 - 2372 6243
RP1 | Indusiry-Supporting Roads 47 - 68 - S
RP2 | Ratchaburi-Provincial Capital Links ] 20 “ 40 61
RP3 | Pathiu-Route 4 and Pathiu-Bang Saphan Is T0 . ' a5
- | RP4 | Scenic Codstal Road o : 20 ~20| . 40
| RPS | Secondanyf Feeder Roads 1240 240 240 - 720
RP6A| Urban Ring/Bypass Road:. : 25 25] . 50
RP6B| Usban Roads : © 10 T 10 10 3o
RP7 | Rural Roads 25 25 25 75
RP8 | Upgraded Road Maintenance 140 140 140 420
RP9 | Outer-Cuter Orbital Route 5 0 500 805
-{RP10| North-South Links 600§  700] - 1,000 2,300
ARP11| Chumpon-Ranong Links . 4 160 - 50 151
RP12| Subtegional Links with My: anmar - 2 140 142
RT1 | Intercity and Rural Bus Transpon : 5 5 5 15
RT2 | Truck Tenninals 16 16
RT3 } Road Safety 5 5 5 15
WT1 ¢ Prachuap Decp-sea Port Extension 81 .21 21 123
WT2 | Chuimpon Feoder Port S 25 26
WT3 § Ban LaemvFeeder Port . 10 io
WT4 { Samut Songkhram Feeder Port - 10 L 10
W15 { Gulf Navigation Promotion 100 90 80 270
W6 | Mae Klong River Navigation 30 ' 30
WT7{ Hua Hin/Cha Am Tourist Pier 3 3
WT8 | Tavoy/Dawei Deep-sea Port ] 1
WT9 | Ranong/Phagnga Porl 1 1
RWI | Seuthzin Line Railway Improvement 25 2 oo
RW2 | Southern Line-Northern Line Link 500 500
RW3 | Bangkok-Songlhram-Fak Tho Link 0
RW4 | Spur Lines to Industiial Estates ‘ 5t 51
RWS3 | Freight Teansport knprovement . 50 50 50 150
RWS$ | Tourist Train to Hua Hin/Cha' Am 0

RW?7 | Thai-Myanmar Railway

ATI1 | Marketing of Pathiu Airporl K 1
A12 | Hua Hia Airporl Expansion - -0
AT4 | Subregionat Air Linkage 0
TOTAL 3,500] - 5,000 4,000 12,500







Figure 3.1.4 MACROECONOMIC INDICATORS
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Flgure 3.1.2
Sectoral Shares in GDP and Per Caplta GDP in 1994 by Region

[in per cent of total (left} and In Baht (right}]
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Figure 3.1.3
Growth in GDP by Sector and Province
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Real GDP Growth Projections
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