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Project No. 1D 1

{. PROJECT TITLE Free Trade Areas (FTAs)
2. LOCATION Samut Songkhram, Prachuap Khirikhan, and Chumphon
‘3. AGENCY ‘Ministries of Interior, Finance, Industry, Commerce,

~ IEAT, and NESDB (mainly concerned), and
‘autonemous  management - bodies 1o be newly
established (Development Corporation)

4. OBIECTIVES Q)

(2)

Q)

To channel sizable investments into the arcas

'\ before the AFTA and WTO agreements bccome

fully effective in the early years of the 21st

centuiry through allowing “frec” international

and domestic trade

To create free trading cores with 1ndependenl

customs domain and autonomous management
body

To trigger and spearhead the WSB regional

dcvelopment ‘while accelerating decent rahzauon

~in Thailand

- 5. PHASING * Phases L-HI: (1997-201 )

6. PROJECT COMPONENTS

(l) F’[‘Ahnerchandlsmg plaza in the abandoned shnmp field in Samut Songkhram will be
" © developéd as a sub-business center supplemenlmg the primary business center function
- . of Bangkok, including the pnma;y wholesalmg ﬁmcllon to the border proviiices in

Tha1land

{2) Fl‘AfBang Saphan will comprise the decp-sea port steel complew and mdus{nal estate

oriented to interindustrial trade.

(3) FTA/technopark around Pathiu airport in Chumphon will be oriented not only to
interindustnal trade among alrport/expon oncnted mdustnt:s but also to agncultural

. product trade.
7. RELATION WITH =~ UD2(Bang Saphan industrial city)
OTHER PROJECTS : : :

3 8 .COST (APPROX) K I(l)._' FTA/Samut Songkh.ram' _

o o US$ 800 million (Phases 1-11)
(2)  FTA/Bang Saphan industrial estate (1E)

-US$ 463 million (Phases 1-111)

(3) FTA/Airport Technopark -

US$ 12.5 miltion (Phase 1)
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(1)

ID1 FREE TRADE AREAS (FTAs)

Benefifs/Activities Allowable within FTAs

With an independent customs demain, certain activities éliowable under the existing IEAT
Act for Export Processing Zones (EPZs) and MOI Decree for Free Trade Zones (F1Zs)
" would be pélmilted as summarized below:

»

(2)

Duty-free importation of raw materials and equipment including producﬁon
facilitics without ordinary customs clearance: procedures, but with periodic
inspection (possible in EPZS/FTZs); | .

Free trade or free movement of cargo within FTAs without permission from the
customs office for bonded transport, since there will be no need for bonded
business within FTAs (possible in EPZs and FTZs),

" No VAT taxation on trade within FTAs (limited to export goods);
* No limitation on consumpllon of nmpmted goods mthm FTAs (unpossnble in both

EPZs and FTZ s)

No restriction o items of goods to be |mpomd into FTAs (1mp0551blc in both
EPZs and FTZs), _ o _
No limitation on the tenm for storing nmpoﬂed goods in I'l‘ As (1mp055tb1c in both |
EPZs and FTZs), :

* No limitation on the type of business activities that may be undenaken in  FTAs,
mcludmg ones that are monopohzed al present (Jmpossmle in both EPZs and

¥TZs), - .
Exporiauon of goods and services generatcd in F"I'As (posssble in both FPZs and_

FT Zs), and : .
‘No limitation on the importation of goods and services generated in FTAs into the

domestic market of Thailand with the ordinary customs duties {(timited in both
EPZs and F1Zs). '

l\lanﬁgenwnf Bodics of FTAﬁ_

The Free Tradc Area Devc!opment Cmporallon (I'TADC) a quasi-local government,

wonld Serve as an expenmcntal body spearheadlng the dme toward decentralization in
" Thaitand, with main feamres of its charter indicated below:

The board of dircctors will include representatives from the concemed gov emment
agencies, inchiding the Ministries of Interior, Finance, Industiy, Commerce, local

“authorities, residents, and investors. [t will be responsible for formulating a
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‘development master plan, managing specific projects, and operating épeeiﬁc
faciities. : '

3) Budget System of FTAs

s proposed that the budget of the FTAs would be generated from a transaclion charge in

place of other taxes including the corporation inconie tax. This budgetary system ;woum

attain the following objectives: | ‘ |

« . Retentionr of the autonomy of the FTA, ensurmg the FFAs’ own budget by
* providing revenue from sources ‘other sthan revenue generated from land
* development, wlility services, and other services including port operations; and

. Provision of a good business environment, which will not only altracl more

investors to the FTAs, but also reduce tax collection costs. '

Collection of the transaction charge will be supported by a computer real-time network
- comprising shipping and cargo information system a Pomt of Sale (POS) system, and the
- like, o '

(4) - Functions and Development Scale of the Three FTAs -

The FTA/merchandising plaza in Samut Songkhram (FTAMP) wil be developed in the

abandoned ' shrimp ﬁelds; its main function will be merchahd_ising] " A business center,

* convention halls, hotels, light processing factories or warehouses, and residences will also be

developed.  This FTA/MP will play the role of a sub-business centet supplementing the
primary busmess center funcnon of Bangkok, mc!udmg the primary who1esalmg function for

“the border provinces in Thailand. Gross land developmem in the FTA/MP would amount to
1,000 hectares (6,250 rat) mc!udmg green belt/fopen space, mangrove area, and reserved area
for future expansion (refer to the Samut Songkhram Free Trade Area Development Initiative
in Appendix 1V).

Th'e FTA/Bang Saphan 1E will conipﬁée a deep-sea port, stecl complex, and industral
“estate, which will be oriented toward interindustrial trade. Gross land development in the
FT AfBang Saphan 16 will be 1,000 hectares (6 250 ral) in 201 1 but 320 hectares (2 000 ral)
will be devetoped during Phase I (199? 2001) '

The FTA/technopark to be developed around Pathiu airport in Chum_plion will be oriented
not only to interindustral trade among airport/export-oriented industees, but also to tradein
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- agricultural products.  Gross land developmient in the FTA/technopark will be 100-150
 hectares (625-938 rai) by 2011, with 50 heclares (312 rai) to be developed during Phase I.

{5) Project Cost

FTAfMerchandlsmg Plaza (FTA/MP)
Phase 1 US$ 800 million or 20,000 million Baht (4 900 miillion Baht for land
“development, 15,100 million Baht for facilities), excluding costs to
develop relevant infrastructure such as the port, public utilities, internat
roads, and access roads (refer to Samut Songkhram Free Trade Area
Development Initiative in Appendix 1V). '

- FTA/ Bahg Saphan IE - Total US$ 463 million or 11,575 million Baht (refer to the

3 Fea&bihly Study on the Bang Saphan Industrial Estate by" |

o iLAT.’JICA) .
" Phase 1 3 860 million Baht
-Phase ll 3,235 million Baht
Phase [H 4,480 million Baht

- FTA/ Technopark _ Total 618 mllhon Baht (938 rai base)

" Phasel 2] 7 mllhon Baht '
@ 12 rai * 0.8 million Baht * cconomic factor of 0. 87)

" Phase Il 40[ million Baht : y S
(626 rai * 0.8 mﬂhon Baht * ccononuc factor of 0 80)

{6) | Rccom_nicmlation

Organizing concérned _g'oveniment_ agencies, private enterprises, and local people are
essential to further discuss and study the proposed FTA development before the new
enactment/modification of relevant laws. It is recommiended that NESDB .coo‘rdina.te them
toward commencement of the FTA projects. Low land prices, port ‘d_evciopmént and
preservation of mangrove are particularly crucial factors for successful developliléiit of tﬁe_
FTNﬁmrchaﬁdising plaza‘in Samut Songkhram, and therefore it is recoﬁlménd_eld that a
cb:’nprehensive feasibility s,ludj' on the development be conducted as early as possible. |
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Project No. 1D 2

1. PROJECT TITLE - Strategic Industrial Estate Development '
2. LOCATION Ratchabun and Chumphon
3. AGENCY IEATMinistry  of  Industry, Land Transport

Department, Customs Department, State Railway of
* Thailand, and N[' SDB (mamly concemcd on BPIDC
~ below) :

Local authorities (for SMEIE below)

- 4, OBJECTIVES - {1)  To promote industrial decentrah?auon and
: ' 7 clustering '
©{2)  Tointegrate mdustnahzahon and urbamzation
{3) To -enhance industrial competitiveness and
* sustainability conducwe to the WSB s further
- " development
5. PHASING ' 4 Phase 11: (2002-2006)

6. PROJECT COMPONENTS

(1) Ban Pong IndustriaUDistribution Center (BPIDC: Raichaburi) will be a core project
~ in the Upper WSB and constitute a component of the Industrial Logistics Center (ILC) to
- fully establish the area’s gateway functions. BPIDC will integrate in a compound area the
following five components: an industrial estate, a distribution center, a truck tenminal, an
“infand c!earanoe depoy, and a regional R&D and testing oemer :

) Small and Medmm Enterprises Industrial leate (SMEs/lL) will accommodate smatl
and medium enterprises mostly located in urbanized areas with standard factories and rental
-factories at low charges and a reduced initial cost, and some comunon service facilities to
reduce operating costs (SMES/IE:; Ban Pong, Ratchaburi, Chumphon }

| _7.RELATION WITH D5 (Speciﬁcd ilidlistly modemization)

OTHER PROJECTS UD 1 (Upper WSB urban planning)
8 COST(APPROX) - (1) 'BPIDC

lJSSZGSlnﬂhon(Phaselﬂ
2 SMBsIE
. US$ l6i1\illi0|1 (Phase 1)
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ID2  Strategic Industrial Estate Development

(1) Ban Pong Industrial/Distribution Center (BPIDC)

Project Concept |

" The BPIDC will be a core project in the Upper WSB and constitute a contponent of the
Industral Logistics Center (ILC) to fully establish the area’s gateway functions mcludmg
'Imkage with Myanmar.

Ban Pong is located at the crosstoads of north-south and east-svest arteries, and is also
_ located in proximity to the BMA and Myanmar. Inaddition, its crossroads focation makes it
easily accessible to other regions in terms of time distance by bypassing the BMA, especially

~ after the proposed o'uter-'outer orbital road is developed. The network of the State Railway
- of Thailand is also available in Ban Pong, encompassing notth-south (to the Nonhem and
- Southern reglon in Thailand, and on to Malaysia and Singapore) and east-west (to the BMA
and Kanchahaburi) connecnons. Ban Pong is a bimodal transport center where the '
proposed industrial/distribution core/center is ta be strategically developed.

Dev elomnent scaIe and Drolect schcdu]e«’cost N 3
The BPIDC, with an area of 170 ha (1,063 ral) in net or 320 ha (2,000 ral) in gross, will _
integrate the following five components: an industrial estate, a distribution center, a truck

termuinal, an intand clearance depot, and a regional R&D and testing'oenter. ~ Apart from
development-of these facilities, land for the BPIDC may be deve!oped by the Industrial
Estate Authority of Thailand (lF AT)ora pnvate.’pubhc Joml venture wnh IEAT (refer to
Ban Pong Induslnalstslnbuuon Development Initiative).

The Development of the BPIDC will cost around US$268 million or 6,700 miltion Baht (in |
1996 constant prices) and will be carried out during Phase 11 (2002-2006), since the planned
motorway and culer-outer orbital road will be available after 2000, and it will take at least
several years 1o dev elop a deep-sea porl and an industrial estate in Tavoy- Myanma.r and
relevant mfraslmciurc mcludmg a Kanchanabun-Tavoy hlghway R

Recommcnded action -

ltis ncccssaly to organize the concemed government agencies and the private sector in order
o discuss and realize the BPIDC dévelopment concept, and to conduct a .feasibilily study in
parallel with such an institutional arrangcmcnt,:- including development plans of its
surrounding areas (refer to BPIDC Development Initiative in Appendix HI).
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(@) Small and Medium Enterprises (SMEs) Industrial Estate (1E)

- Project concept _
Promotion of small and medium enterprises (SMIs) is important not only to provide a firm
foundalion of the industrial structure, but also to modernize the “non-niodem sector”
absorbmg more than 60 per cent of manufacturing employmem in the WSB in 1994. Some
industrial cstates for the SMEs will be promoted mostly in urbanized areas; they will prowdo
not only standard and rental factories at low charges, but also some conumon somce facilities
- at reduced costs. S | |

' 'Spéoiﬁc groups of manufacturers may collectively locate in the SMES/IL, ulitizing the
industrial modemization program (refer to Project 1D 4). Local authorities will develop énd

‘manage these SMLs/lE asstming that they could have their owin budgct and power via

| ;decenlrahzatlon/dcwoluhon '

'De\.elopment scale and project schedule/cost

SMESIE will be developed in urbanized areas where smable SMES are engaged in

manufactunng, and therefore it could be: developed around Ban Pong, Ratchaburi, and

Chumphon dunng Phase 11 (2002-2006), considering the progress of urbanization in the

WSB, growth of SMEs, and, decentralization. The development scale for an SMESIE is

estimated to be around 100 rai; assuming 50 rai for 50 SMEs with an average factory site of

| rai (1,600 m?), and S0 rai for common services and other facilities. The devclopment cost
~will amount to around US$16 million of 400 miltion Baht for the three IEs.

" Recommended action

Local authorities are expected fo take iniliative i promo'ling this project in coaperation with
locat SMEs.  For the time being, candidate sites will be identified in accordance with
“City/Town Planning” For implementation of this project, it is rccommended that some
funds be raisod by both local auihoritios and SMEs interested in this project.
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Project No. 1D 3

1. PROJECT TITLE o Rural-industrial Community Model
' (RICM)Y/Community-based Deyelopment
2. LOCATION : The WSB six provinces
3. AGENCY | Depar(ment of Industiial Promotton (DIP) Mm:stly of
3 Industry .
4. OBJECTIVES (1) - Todevelop agro-industry and other industries

(2) To promote community-based rural industrial
* development, utilizing local resources
(3) To enhance self-reliance of rural people and
social integration or :industrial clustering
through increased job opportunities and income
from industrialization '

S.PHASING . -~ Phase I: (1997-2001)
6. PROJECT COMPONENTS

This project will be promoted in some districts {amphoes) with active patticipation of
- villagers and support from the Rural Industrial Development Project of the Ministty of

Industry. ' Villagers will find indigencus resources suitable for manufacturing and develop

rinarkets in cooperation with traders, concerned government agencies, and NGOs. They will

be guided to establish cooperatives or villagers” corporations, with shares to be held by the -

villagers themselves. The development of a one-product one-village concept will be carried
* out through market and product segmentation among villages. “Barn factory” will generate
second job opportunities by utilizing barn space, while conlnbutmg to the formation of
mdusmal linkages with fiew mduslncs to be locaied in the WSB region.

’L RELATION WITH ~  RD1(Rural development model)

~ OTHER PROJECTS tD 4 (Local specially product development)
AG 6 (Agro-processing promotion)
AF 4 (Fish processing industnial complex)

' 8.COST(APPROX)  Phasel USS$ 3.6 million
, . - ~ Phase HH US$ 3.6 million
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103

1) " Project Concept

Rural-industrial Community Model/
Community-based Development

An rural-industrial community modet (RICM) project wilt be promoted in some districts

(amphoes), with active participation of villagers and supported by the Rural Industrial

Development Project of the Department of Industrial Promotion (DIP).

' DIP has already budgeted for the rural industrialization project to be carried out from 1997

to 2001, amouming io 1.43 billion Baht for 480 individual projects. - This project is well

designed to promotc rural industrial development with four types of projects as summanzed

in Table A2.1.
Table A2.1 - l-our T\ pes of the Rur.al lndustnal Dc\elopment Pm]ccl (DIP)
: Tipe L Type2. | _Typel Typed
1. Place of implementation " » Regional industrial Place of PDOs - ‘Placeof  [Shelter of rural
' - promotion center T INGOs (moo-ban} pcople
(RIPC) : | conimunity 4 o
2. Main cbjective ~ *Support for * « Intemacatiation |« Cooperative |« Livelihood
' . ‘incubation & slart- of subcontracting | developent | development
i _ " upofbusiness : :
3. Fuiwctional sharing and linkages '
between concernied organizations o : . o
(01) Provision of place/space RIPC - PDOS/NGOs | farmei/coop. | Rural people
(02) Provision of nocessary facilitics RIPC R o
{03) Training/instruction - :RIPC RIPC RIPC. RIPC -
(04) Other support activitics : o RIPC . RIPC . | . RIFC
(05) Beneficiary of rental space PC/PBG/RP PC/PBG/RP ' ' RIPC
(06) Provision of machinery and cquipient : PC '
(07} lnvestment in machinery and equipment _ _ _
(08} Investnient in production unit PC/PBG - PC, ete.
(69) Laanlaan arrangement “fanner/co-op PC, etc.
R OO :
o - RIPC -
(10} Operation of joint training PC/PBG - PC- - PC rc
{11) Provision of raw matérials PC -PC pPC
(12) Provision of work L Pc - | .PC ]
(13) Study on prospoctive busmcss arca 'PDOS/NGOs ‘PDOsNGOs | PDONGOs
(1-4) Osganizing tural people and busincss group PDONGOCs PDONGOs - | PDOSNGOs
“into prospective arca _ -
(15) Poticy recommendation PDOSMNGOs - PDOSNGOs | | PDOYNGOs
{16) Projoct managenicnt PDOANGOs PDONGOs PDOs/NGOs

Note: PC = Private compan},PB(} Private busincss group, PDOs = Private development organizations
NGOs = Non govenunent organizations, Co-op. = Cooperatives

Source: Depariment of Industrial Promotion, Ministry of Industry
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Type 1 activities focus on supporting incubation and business start-up, Type 2 promotes
subcontracting, and Types 3 and 4 concentrate on cooperative and livelihood development,
respectively.

- Supported by activities of Types 3 and 4, villagers will find indigenous resources suitable for
manufacturing and develop markets in cooperation with DIP, private company, and NGOs
including private development organizations. Handicrafts, food processing, and herbal
medicine may be among the possibilities to be considered. - Villagers will be gmded to
‘establish cooperatives or villagers” corporations, with sharés held by the villagers
- themselves. Thus, community-based/rural industrialization will be initiated and developed
further. '

The one-product one-village project will be promoted by village, utitizing Type 3 activities,

and will be catded out through market and  product . segnientation among vilfages.f

f cooperatwes Many products of unique spec;altles will be produced. Villagers will receive
opponumlws for second incomes, '

“Bam factory” can be promoted by activities of T ypeé 2 and 4. Industries to be located in
industnial estates (1Es) will need some subcontractors. - In response to such requirements,
some villagers will utilize their bams, installing machinery to produce sntall 'iteiﬁsfpa'rtsf :
- components for consignors. :S_uch barn factory owners will _nzot be reqlered {o commute to
factories located in IEs; they will be able to handle their own agro-business while producing
- for industries as subcontractors. Some consignors will lend machinery without charging,
- under the coﬁdition that the bam factory owner would purchase the achinery after
production profits begin 1o accrue. Consignors will guide bam factory owners by
transterring technology. o

(2) Projei't Schedule and Cost

~Based on 480 individual projects of the rural industrial development project with a budget of
US$57.2 willion (1.43 billion Baht) from 1997 to 2001 (Phase 1) at the national level, a
target mll be set for the WSB, i.c, oné project:per province per )ear during Phase .

: Conscquen{ly, USS$ 3.6 million will be reqtured for 30 pro;ec!s wrlh atotal pro_:ect cost of 90 -
sillion Baht during Phase I, and it will be followed in the same way during Phase 11.
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3)  Recommended Action

To date, the rural industrial development project has not been implemented in the WSB
“region. DIP-MOI’s Regional Industrial Promotion Center in Suphan Buri, which is one of
11 centers in Thailand, is expected to promote wide implementation of the project and
encourage local people or small and medium enterprises (SMIis) so that they can participate.

Itis fecommended that standardized production and products be followed in implementation

of the rural-industrial community model {RICM) project. Otherwise, rural manufacturers
© suppoited by the. project will not be able to continue to market their produicts.

Manufacturers have to produce goods that are sure to be sold, keeping standards and the
- quality of pfoducls at the same level. In this context, il is recommended that the Thai

Industrial Standards Institute (TIST) be involved in the RICM or the rural industriat

development project.

- The rural industrial development - project includes the Type 2 eftort _to_‘promc‘)te
subconlreictin'g' which would generally be based on the division of work. In this context, it is
recommended that subcontraclors be made aware of essentlal factors for. lhe ellicient
division of work among producers specmh?ed in specnﬁc areas, e.g, to produce at
reasonable cost, to keep contracted productlon lot and precision lc»el of producl and to
“deliver ) just in aight time,

Type 3 activities of the rural industrial develc)pment project promote cooperauve
de\dopment Deasmn—makmg is important in business management, and thetefore it is
recommended that a sole person or a few- persons be finally responsible for busmess
decision- makmg in order o ensure and keep the confidence of clients. ‘

Meanwhile, the Intemet will expand business opportunities through real-time and elcctronic
trading. Tt is recommended that the rural industrial development project be active inutilizing -
the Internet so as to market ﬁroducts all over the world. Ti this context, the - above.
meniioned dcc:s:on—makmg and mspon:,!bnhty are expected 10 be \‘.eil orgamzed and o
ensured '
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Project No. ID 4

1. PROJECT TITLE Quality/Productivity Enhancement

2. LOCATION (main) The WSB six proviness
- 3.AGENCY * Ministry of  Industry/Department * of - Industdial

Promotion, Tourism Authority of Thaitand, Ministry of
Education, Board of Investment (BOI), and Labor
Development

4. OBJECTIVES - . j(}) To promote industrial modernization and
S * intersectoral linkages with tourism
~ {2)  To effectively develop manpower ‘
(3) * To strengthen the WSB  manufacturer’s
~ competitiveness/productivity in respanse to the
- globalizing economy :

'S.PHASING " Phase I (1997-2001)

6. PROJECT COMPONENTS

(1) Spccﬂ‘ ic industry modemlzatmn program (SIMP) will consolidate the foundation of
regional industries through modernization of grouped manufacturers or cooperatives, with

support by a concessxonal loan and compensation for the disposal of obsolete facilities.

{2) Local specmlt} product de\elopment program (LSPDP) will develop local

. Tespurce- based products in line with tourism dcvelopmem

'(3) Factory park P oglam (FPP) wrll educate sludents through the. openmg of factory
: facnhues 1o visitors, as a program for developmenl of the reglon 'S excursion center

‘: 4) Paoducme manpower . development - program (P\iPD) wﬂl strenglhcn the
subsectors’ ‘specific skills training, systematize skill/manpower development through
linkages between the public institutes and manufacturers, and promote *“on-the-job training”.

7. RELATIONWITH = 1D 3 (Agro-industrial Community Model)
OTHER PROJECTS -+ AG 6 (Agro-processing promotion)
' - o AF 4 (Fish processing induslrial o<)mplox)

8. COST(APPROX) = (l)SlMP {depending on speCIﬁcmdustrys
B -~ modemization plan)
C(2)LSPDP’  US$0.72 million (Phase 1)
‘(3) FPP ~ -+ US$ 2.5 mitiion (Phase 1)
(AOPMPD USS$ 3.2 million (Phase 1)
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ID4  Quatity/Productivity Enhancement

(D Specific industry Modernization Program _(S'IMP)

Project concept

" This program will develop and consolidate the foundation of industeies through a
~“modemization plan of grouped manufacturers or cooperatives, which will be supported by a
- concessional loan and compensation for disposal of old facilities. The manu facturers’® group
| may establish common service facilities for R&D, shipment, storage, teansport, bulk-buying
of raw materials, and worker’s we.l fare. | '

Candidate 'programs in the WSB region are found in the ;canned/meCSséd fruit and
vegetlables industry, wood ﬁro‘ducts, furniture, bus body assembly, and ship building and
repair industries. '

Proje Mg‘flgdule an_d___{ ‘ _
This program will be implemented during Phascl (1997- 2001) duc mamly to the urgent need
for modemization. Apart from new investments for modennzauon, the cost of this program
comiprises costs for the concessional loan and compensation for disposal of old facilities. "To
date, practical demand for the modernization has not been identified, "aud therefore cost
estimation is not'possible‘ Howcver" “criteria for such support ié considered, ie, a
concessional loan up to 80 per cent of new investinents for the modemization, and
compensation corresponding to the book va’lue of ﬁxed assels not deprecaated '

Récommendation

In line with this program, clustering of specific indtislries' in a compound area ‘is

recommendable, since it will have the following benefils:

» - Easy exch_ange of technical information and technology transfer, which will lead to
technological upgrading, generation of new technology, and new product development;

+  Expansionof complemen!ary transactions anmong locators, .

«  Utilization of commion service facahlzes mcludng&D famhnes lobedcvelopcd jomtly '
by locators, and

. '_ Strenglhenmg a bargammg pov. er to clients/ oonmgnors

There ‘are a number of manufacturing subsectors in t'he WSB cntically requiring
medemization or transformation:;
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+  Mechanization in response to the shortage of unskilled labor, and establishment of food |
preserving/bacteria control technology for canned/processed fiuit and vegetable
industry,

»  Collective modemization and systematization of production to foster compelitiveness
for the wood products and furniture industry, including preparation of common service
facilities; and _ '

-+ New business area development accompanied by mechanization for bus body building
and the ship building-repair industry, since the former will f'.acc_a'narrowing market due
mainly to operation of original bus aﬂsemb!ing factory in Thailand, {vhilc the laltei5 will
have to switch its product from wooden to steel ships in accordance with f'orlhcommg'

~ government regulations. " '

As such the first step should be takerni to orgaru;'e manufacturers of these mdustnes to
prepare a “;modernization plan”, and thereby cost for the modemnization can be easily
- estirnated. The Federation of Thai Industries (FTI) and the Mlmstry of Indusiry are expecled
to lead and coordmate this modennzation plan.

In addition, it is recomniend that BOI be actively involved in industrial modémizatioﬁ in such
- a way that it places priority not only on categoxy of mdustry, but also on the modernization
of exnstmg industries that are crucial in prowncml areas. In this context, it is deswabte that the
present BO1 zonal incentive system be reviewed.

(2 Local Specialty Product i)évelopméi_nt Program Infegrated with Tourism
(LSPDP) - o o |

Projéct concept _ _

“Fhis program will involve a survey of the tousist market and needs, development of local
resource-based products, and development of a marketing system. Organized producers and
shopkeepers, including first-class hotels, will implernent' this program in cooperation with

'concemed go»emment agencics, colleges, and universities in the WSsB region.. As a
'component of this program, demons!ratlon sales (c g, of handtcraﬂs) may contribute to

; preparalory vocauonal education,

- Mroject schedule and cost . _ o
‘This program will be suitable for provinces with tourisin development potential, such as

Kanchanaburi, Petchaburi, and Prachuap Khirkhan province. In line with tourism -
development in such areas, this program will be initiated during Phase I (1997-2001).
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This program could be impleinented as a component of the Rural Industrial Development
Project (refer to Project No. 1D3). Consequently, the average cost is around 3 miltion Baht
for an individual project. In conclusion, the project cost for this program will be US$0.72
miltion (18 million Baht), assuming two projects in the three provinces of Kanchanabur,
Petchaburi, and Prachuap Khirikhan.

Recommendation

“This program aims at developmg new products integrated with tourism development so as to
increase tourism-elated consumption in the WSB region. Accordingly, close coordmatlon
‘betwecn the Department of Industrial Promotion (DIP) and the Tourism Authonty of |
Thailand (TAT) is required; DIP will promote the tural industrial development projects,
* while TAT will organize the tourism sector. [t is recommend that segmentation or
- differentiation of producis based on indigenous resources be well recognized and
mat_eriali_zcd; s:in'ce souvenirs sold in Thailand are not locality-specific. '

- (3) - Factory Park Prbgl'asll (FPP).

Project co ooncept ;

The Upper and Central WSB will be a center for e\:cursmns where many students will visit.

Vocatlonal oientation is important to educate students who may become industrialists, _

~ engineers, and technicians in the third generation, In addition, industrial developmem should

be hannomzed with local society and the natural enviromment. The factory park program

Cowll comnbute to such harmonization through openmg of factory facilities to Visitors and |
educating them lhrough factory tours. Lo

Project schedute and cost . :
~ This program will be initiated dunng Phase | (1997- 2001) in lme with promotion of a center
for excursion in the Upper and Central WSB. '

The cost of this program, estimated on the basis of number of gxm:rsioniS!s/visilors, wi]l_'—

-amount to US$2 5 miltion {62.5 million Baht), assuming that ten factorics in the Upper kand
Central W SB will accommodale 25,000 visitors respectively, at a cost of 50 Baht over the |
five years from 1997 to. 200] '

. Rec()nunendation | : :
It is Qesifable that factories of private companies be open to visitors without subsidies.
- However, incentives may encourage companies 1o add the beauty of their factory, lhemby'
- providing benefits such as educating students. Accordingly, it is sccommended that the
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Ministey of Education be active in promoting this program, considering that a factory park is |
a sort of “technology museum.” ‘

“) Productive Manpower Development Program (PMDP)

Project concept
This program aims at eﬂu:lently integrating skill devctopment through the followmg _

measures: :

1) Strengthening of the subsector s specific skills lrammg through eﬂmlent coordmatlon .
among the existirig and proposed public institutes in the WSB region;

2) Systemization of skillymanpower development through linkages between the public
institutes and manufacturers (e.g., training of core/leader persons who transfer the skills to

~ workers in factory); and ' ' |

3) Promotion of “on-the-job training” through incentives for in-house trammg to efhcnently
upgrade lhe <kills of workers, which not only will reduce govenunent expenses but also
mect the needs of manufacturers.

Proxect schedule and cost

This program is to improve e)uslmg manpower development programs in the WSB reg,lon
and wﬂl continuously be camed out dunng Phase1(1997-2001).

~An excephon is promotion of “on- the-job training™ program with incentives. The cost for
such an on-the- _|ob training program would be US$3.2 million (80 miltion Baht) from 1997
to 2011, assuining that 50 per cent of “new workers” will be trained by utifizing this program
as follows: | :

A Average number of incremental workers per year in manufactunng industry
in the WSB region from 1995 to 2001 (refer to Cnapter 5 of this Report),
372,211 - 234,794 = 134 A7
134,417 = 7-«1936! _
' B: Number of trainees to be supportcd by this program
CAF 05—19361 0.5 A=10,000
C: Subsidy per traince . . 80 Baht per day (around 70 per cent of the mininium :
. a wage) . '
D: Duration of training = 20 days {about one month)

p—
I

i: Total cost B*C*D*5 years
10,000 * 80 * 20 * 5 = 80 miltion Baht (US$3.2 mﬂhon}
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Recommendation

The Labor Depariment is expected to initiate the subsidized on-the-job-training program,
recognizing that such a subsidy will be effective not only for upgrading skills, but also for
attsacting investors in provincial areas such as the WSB.

With regard to manpower development, the difference between skills or techniques and
technology shéul'd be recognized by the WSB manufacturers and workers.  Skills are
. personat but technology is sacial. In other words, skill is never productive before socially
' iorgailized, and therefore the proposed manpower developnient is expected to be well
organized; attained skills should be socially extensive and transferred by leaders of workers
and manufacturers.
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" Project No. ID 5

1. PROJECT TITLE | Industrial R&D Promotion

2. LOCATION (main) Ratchaburi and the Central WS8B (Petchabun, and
Prachuap Khirkhan)
3. AGENCY | Ministry of Tndustry/Local Authorities,
Rajabaht Institute-Petchabusi, and
Local R&D_lnsli_tute_s
- 4. OBJECTIVES (1)  To promote -and suppbli R&D activitics f)y_ -

- manufacturers in the WSB region
(2) To facilitate regional R&D cores fonmation
through organizing concerned entities
"(3) To strengthen the WSB - manufacturer’s
compet|t|vencss/produclmly in response (o the .
~ globalizing economy

5. PHASING Phase I (2002-2006) - Phase JII; (2007201 1)
6. PROJECT COMPONEI\T

Sy chlonal R&D and testing center (RRD:’I C) wﬂl be one of the R&D cores of the
- WSB region, with the R&D functions relating to the fields of agriculture, manufacturing,
consteuction, and information, responding to the progress of borderless modem technologies
_ and creatmg new lec!mologaes lhrough interdisciplinary R&D.

-~ {2) Integrated mcuballon system (llS) will foster the enlrepreneunal quahttes oflhc third
generation of Thai industrialists. A WSB techno-consortium (WTC) will guide technology
" developmient in the WSB region by organizing local manuf‘acturerb as well as R&D staffin
colleges umversmc% and public institutes. - :

(3) Techno-consomum (ARC) will gulde technology development in the WSB region by
organizing local manufacturers, as well as R&D stalt in colfeges universities, and public
institutes. :

7. RELA’l‘lON WITH = ID2 (Ban Pong Industrial/Distribution Cenler)

~ OTHER PROIJECTS - © UD 3 (Petchaburi Science City)
8. COST(APPR()X,) - - (DRRD/TC - US$ 21, 9mlll1on (Phase i)
- (2)yliSand WTC  (minimat) ‘
" (3)ARC - “US$ 10 million (Phase ll}
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IDS  Industrial R&D Promotion
(1) Regional R&D and Testing Ceater (RRD/TC)

- Project concept

“This center will be p0<1ti0ncd as one of the R&D cores of Ihe WSB region, with the R&D
' | ﬁmctmns relating to the fields of agriculture, manufacturing, construction, and information,
:ﬁahich‘will respond to the progress of borderlc%s modern-technologies and create new -
technologies * through mterdismp!maly R&D.  Public ‘services will include testing,
‘consuitancy, an open laboratory, information scrvices, technology transfer or transachons'
. and training and retraining of technicians and engineers. - This center is e:\pected to be
' 'devcloped in Ban Pong in Ratchaburi province as intellectual infrastructuré for sustainable

“growth. . '

~ Project schedyle and cost
This center mll be implemented i in Phase ]l (2002-2006) which will be the tenu for core
formation” in the mdusmal developrient of the WSB. The center will be developed in the

Bang Pong Industrial/Distribution” Center (BPIDC) so as to. accommodate existing
manufacturers in the WSB and to attract much more investors in the BPIDC.

It would cost US$21.9 million (547 million Baht) fo deveiop the r’egional R&D and testing
- center, including around 500 miftion Baht for the building and equipment and 47 milfion Baht
for the land. The gross land size and land prices for the center are esiiimded to be 31.25 rai
5 heciares), and 1. 5' million per rai' respeclively. (Refer to the Ban - Pong
IndustriatDistribution Initiative in Appcndtx ItL). .

Recommendation

There are at least 68 manufacturers carrying out research and devetopxﬁent R&D) aclivilied
at present in the WSB region, accordmg to the lndusmal Queshonnalre Survéy conducted
by the Stud) Tcam (lQS/S’l) How ever, there is no public R&D and testing institute to
s pport their aclmttes On the other hand, the lack of staft for rcsearch and dcvelopmem isa -

critical problem for the WSB manufaciurtrs according to IQS/S'I

R&D activily is sometimes costly and risky for manufacturers.  However, direct subsidies
- and incentives for expori promotion will be phased out in accordance with the WTO rules.
Under such circumstances, it is recommended that public assistance for R&D activities be
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effectively incorporated into industrial development planning of the WSB, as an aliemative
means of export promotion.

‘The Thai Industriaf Standards Institute (TISI) has put forward accreditation of the ISO 9000
series, while promoting or carrying on industrial standardization, testing and training. TISt -
has its regional centers in Bang Poo and Bang Yikhan.” Under the limited govemment .
budget, TISI has promoted private companies by accrediting their laboratories to carry oul
testing in accordance with the TISI standards. ~This implies that emphasis is placed on
private testing business and laboratories attached to private manu facturers’ headquarters or
factories. However, small-scale and cotlage enterprises (SCEs) may be less capable of -

“having their taboratories for testing. Acéordizigly, régional tesiing centers are a prerbquisite

- and one of the crucial public services to promote and devetop SCEs." In conclusion, it is
“recommended that a regional R&D and testing center be established in the WSB. -

(2) Integrated Incubation System an_d WSB T echno-Consortiun (AIS/WTC)

Project concept : - : .

An intégrated incubation system {11S) in the WSB region would foster the emrepreneunal
-qualities of the third generation of Thai industrialists, with functions such as (i) provision of
‘an open laboratory with R&D facili.ties, (i) assistance in production of prototype products,
(i) assistance in market development, and (iv) assistance in the establishinent of enterprises

producing new products by organizing inv estors including bankers manufacmrers traders,

. and oo]leges or umvcrsmes

A WSB techno-oonsonium (WTC) iskdesigned to guide teéhno_!ogy development in the
WSB through organizing local manufacturers, as well as R&D staf¥in _colleges, universilies,
and public institutes. ThﬁoughE discussion, technologies to be developed locally will be first
identified, and then a task force/project team will be organized for implementation.

_ Pr01ect schedule and cost :
- The HS and WTC will be cstabhshed during Phase ll (2002«2006) corrcspondmg to the
~ stage of industrial deve!opment t.e., degree of industrial aggromerauon in the WS, Cost

for ‘the operallon of both 11S and WTC will be mummai since they concenlrate on
“integration or organizing R&D activities,’ " and could uhhze iacmtles dcveloped apan f‘mm '
them. '
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Recomumendation

In order to promote both the HS and WTC program, it is recommended that focal resources
~ including Rajabhat Institute-Petchaburi (RIP) and the Chumphon campus of the King
Mongkut’s Institute of Technology be fully mobilized. The RIP is expected to lead the
programs through provision of open facilities to potential third-generation industrialists
including graduates from RIP, and to actively organize concerned entities toward specific
- R&D projects. In this context, RIP is expected to strengthen its stafl, facilities, and
- functions, '

" Regarding R&D activities, it is recomm_encled= that partnerships among industry, universities

- and other public institutes be recagnized as imperative for effective R&D activities. Science
and .technology have a close relationship through functional sharing; i.e., science for
research, and technology for product and production process development. Application of

 the fruits of scientific and basic research to production technology fon’n'erly took a long lead
time. However, the lead time has been recently shortened since technology has come to

work in the fietd of molecules aﬁd atoms, which is the world of the micron and nanometer.

E Nowadays, fields of science and technoiogy partially - overlap, and joint activity or

- partnership among mdusky, universities and other public institutes is imperative for new -

technology and new product development. The 8th National Plan sets out a target of R&D
expense up to 0.75 per cent of GDP, which w:ll have a favorable impact on R&D promotlon
inthe WSB region. ‘

In addmon it is recommended that e:\change of mformatlon or its common possessuon be :
strenglhcned for eflicient techno!ogy development Inforniation is not dcpleted even ifitis -
transferred. * In this regard, setling up of places 10 exchange information on research and
'dcve!opmcnt is essential, and it should be incorporated into R&D promotlon in the WSB
region.

?) Applied Research Core (AIC)

| This core will be develc}ped as a component of the Science City in Petchaburi as a core for
the networking of all concemed manufacturers, R&D laboratories, public institutes for
regional R&D); testing ceriters, Rajabhat Institute, universities (inclu_ding Chuniphon campus

of the King Mongkut’s Institute of Technology), and other agencies.

This core will be a center where any service may be made available. The exchange of
information on science and technology will generate the seeds of new technology and

A2-22



original Thai produéts through R&D activitics in such areas as biotechnology, electronics, _
computer and information technology, and new materials.

Project schedule and cost _
The applied research core will be established during Phase [H (2007-2011} in line with the
progress of the Science Cily in Petchaburi. The cost of operating the core will be minimal

since it could utilize facifities of the Science City. Otherwise, it would cost around USSIO
million (250 inillion Baht), almost half as much as ﬂlc eslimated cost of the rcglonal R&D _
and testing center (refer to Project No. 1D 4).

' Recommendation

It is recommended that the apphed research core be established as a foundation supported by
all concerned people and organizations in the WSB region, as common property of the
WSB. Inaddition, it is recommended that foreign rcsearuher's be invited for productive and
-~ creative research, which will be conducive to the further devclopmenl of lhe WSB as a
_leadmg R&D regton m Thalland
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Project No. ID 6

1. PROJECT TITLE New Investment Promation

2. LOCATION The WSB provinces
3. AGENCY ' - BOYMOVEGAT/FTL

4. OBJECTIVES (1) ' To promote industsial investment in the WSB
. ' - while harmonizing industrial development with
- the natural environment

" (2) = Toexpand subreglonal linkages with Myanmar -
© - and utilize local resources _

" (3) To strengthen the WSB’s galeway ﬁmcllons
and contribute to industrial decentralization in
Thailand '

' '5. PHASING - Phase I: (1997-2001)
6. PROJECT COMPONENTS

(1) Tavoy dev elopment consortium wﬂl be 1ncorporated for development of Tavoy deep-'
sea port and associated infrasteucture including an industrial estate. The Kanchanaburi
branch of the Federation of Thai Induslnes (FT1) is expected to play a leadmg role in
- incorporating the consortium with support from the Thai government. '

(2) Spenal reduchon of power (anﬂ‘s in thc provinces of the WSB when,m power plams
are located will promote investment in-manufacturing industries, particularly power-
" intensive industries, in compensallon for the local burden of servmg as a national power
supply cemer in Thaﬂand : :

(3) Ncw investment promollon neasures wﬂl provide specnﬁc incentives in the WSB
region to promote resource: recycimg industries and to generate funds to create a high-

qualﬂy environment.

7. RELATION WITH 1D 3 (Agro-indusirial community model}

OTHER PROJECTS - AG 6 (Agro-processing promotion)
o . : , ~ AF 4 (Fish processing industrial complex)
8. COST(APPROX) . (1) Tavoy Development Consortium -
S : T . US$0.4-0.8 miltion per year
~(opération cost)

© (2) Special deduction of electricity tanfls in lhe
national pcmer supply center _
10 per cent of ordinary power tadifls
(3) New investoent promotion
‘Not fixed



ID6 ' New investment Promotion

(1 Tavoy Development Consortinm

Concept

Tavoy (Dawé_i) in Myanmar, situated about 250 km from Bangkok, has potential for deep-

sea port development.’ If a deep-sea port and relevant infrastructure are developed, and if
“Tavoy is efficiently connected to Bangkok and other major cities/markets in continental

South East Asia, Tavoy and the Upper WSB region will be a “Global Gateway” coupled
-with a lranéshipment hub and processing trade functions in subregional Iinkag‘es_ In other

words, Tavoy and the Uppel WSB would provide an aiternative to the' Malacca route,
although relevant intemational arrangements will be required for realization of this vision.

A Tavoy development consortium (TDC) aims at expanding subregional linkages with
Myanmar lhfough’pllizing all the concerned entities into one organization, and thereby'
!promote investment in the develcpment of Tavoy deep-sea port and associated
mfrastructure mcludmg an industrial estate. Activities of the TDC will include the follomng
. ‘ l‘o collect and dissemmate information on the Tavoy development to altracli
potential mveslors o
o To conduct studies on the Tavoy development with the objecme of helpmg'
: decwzon—makmg on the Myanmar side, _
. To intermediate and coordmate between the T hal and Myanmar sides to promote; -
7 successhil dexelopmenl ' o
“« " To orgam?e ard coordinate Thai and fore:gn investors to invest in the’ Tavoy_ :
'dcvclopment projects; and :
+ - Toraise funds from members of TDC and receive l'oreagn assistance related o the
Tavoy de\-elopment to carry out the activities described above.

Schedule and cost , :

TDC is expected to be organized as carly as possible during Phase 1 (1997- 2001). - “The'
operallon cost of TDC is estimated to be USS 0.4-0.8 million (10-20 million Baht) per year,
cons:denng the activities descnbed above

Rcoommendallon

The Tavoy development will strengthen the Upper WSB’s gateway ﬁ:ncuons “which will
contribute particularly to the development of Kanchanaburi province. In this context, it is
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reconmmended that the Kanchanaburi branch of the Federation of T hal Tndustries (FT1) playa
leading role in estabhshmg the consoitium. :

2) Special Reduction of Power Tariffs in the National Power Supply Center

Coneept .

This measure aims at accelerating industrial location in the WSB region, mcludmg spillover
~ from the BMA, in such a way that electric power at diSOOL!I]t lanﬂs could ﬁmcuon asa
(sensible) investment promotion policy. :

' As a national power supply center which will supply more than72.0 pér cent of the nation’s

electricity, the region may face environmemal'probiems concomitant with such large-scale
. power plant development.- It is expected that social costs will be shared among the BMA,
other regions, and the Government. - Another con51derahon is that users located close to
power planls will be free f'rom transm:s:.son tosses.

“If enterprises in the W_SB are allowed to purchase eleciricily at fower taﬁﬁ‘s, electricity-'
intensive industries int:ltlding ice, insulated wire and cable, incense; basic industrial
chennoals textile pnntmg, metal smelting, and procescmgmdustnes will tend to locate in the

- provinces of the WSB. ' ' '

' Schcdule and cost \ .

. This measure is e\cpected to start dunng Phase I (1996- 200]) $0 as 10 aliract investors in ihe

' WSB as early as poss:ble pamcu!arly in the Upper WSB provmces (Kanchanabun and
Ratchabun) where power plants wﬂl be located ' '

Cost for this measure 'niay logically corro'spdnd to the power tarills to be discounted.
Accordingly, the cost will correspond to about 10 per cent of ordinary pow er {anils, based

on that lransmlssmn losses of elcctncny in Thatland

Recommendanon

 This measure will be put into effect as early as possnble wnlh coordmanon of the concemed .
 agencies including BOI, MOI, and EGAT. '

' Pnonhzauon of the nauonal power supply cemcr of the WSB by the proposed spec;al

reduction of power tariffs may be controverstal, probably because it will waste eleciricity. In
this context, it is recommended to impose conditions on the beneficianes of discounted
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tarffs requiring them to use the 10 per cent discount for cnergy conservation or
environmental protection. '

3) New Iavestment Promotion

- Concept

The new investment promotidn measure aims at promoting environment-friendly industrial

development in the WSB region through the following measures:

1) Special incentives for the resource recycling or industries otilizing waste as raw materials
* not only to address environmental problems, but also to create new typéé of industries;

- and _

" 2) A new fund reserved by developers in such a way that a portion of the profit derived from

industrial land development should be allocated for investment in creation of a high-
. quality environment or c_;onsefvation of the natural environinent.

* Schedule and cost
These measures will be estabhshed dunng Phase | (1997 2001) due mamly to thclr -
emergency and necessity.

The cost for promotion of resource recycling depéncls on type of incentives. If BOI grants
. incentives, the cost will conespond to the exempted corporatlon inconte tax and customs

' duties on imported equipment. Resource recyclmg industries. will concentrate on agro-

processing or resource-based industries, most of which are. alrea_dy granted with BOI
incentives, and therefore a fievy subsidy is more élreclive to fusther p'roiljote ;esourcé
recycling industries. This subsidy could be set out based on 'diﬂbrc;ni:e between the cost of
using ordinary raw materials and the cost of utilizihg wasle including the cost of chléction.
“The contsibution to the new fund depends on the extent of investment in creation of a high-
quality environment or conservalion of natural environment. However, in view of practical
application of this measure, it is better to add a certain charge to land sale prices, e.g., 3-5 per
cent of the price. Inthis caée_, the new fund will be a sort of development tax.

Recolmnendauon

| Resource recycling has been undertaken in the WSB region, ¢.g , bagasseis used not only for

fuel in refinerics but also for paper producuon Waste from fiuit processing is used for ammai '
- feed. S

Collection and maintaining a stable supply of waste is costy and has to be systematized so
that commiercial production is viable. In this context, specific incentives to promote resource
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recycling are desired, and it is recommended to conduct a study to identify the volume and
distribution of wastes and to develop an optimum collection system. -

In addition, an industrial complex may be viable with forward and backward linkages, since
resource recycling is a sort of cascaded use of resources. For reference, a kind of meat
processing complex in Japan as shown it Figure A2.1 may be introduced to the WSB region,
particularly in Ratchaburi province. In this complex, livestock is fully utilized not only to
provide meat, but also to produce soup exiract, powdered bones, seasonihg oil, and animal
‘oils and fats for food processing, powdered bones for feedsffer_tilizef, blood plasma for
pharmaceutical manufacturing, and organs for pet food. a |

Simitarly, Figure A2.2 shows an example of a fish processing complex. Fish ingredients are
fully utitized to produce festilizer, fuel, mixed feeds, and so on. Such a complex will be
possible in the WSB region, particularly in Chumphon. ' '

‘Apart from these tomplexes there is a variety of recycling. ' Dust from skin polishing could
be used to make mosquito repellent. Theuse of rice husk is viable for chemlca! fertilizer, and
" rice bran from milling and oil extraction could be a component of animal feed Silk worms
eat the leaves of mulberry, the bark of wluch is available for paper making as well as rice

straw.

| 'M:eatjwhile, it is recommended that .BIOI’is zonal incentive system be modified to promote
' tesource recycling, if the subsidy described above is not viable; - incentives for sesource
- recycling without ar{y zonal condition, or a new independent catégory of resource reqyéling
for the incentives. Invesiment in resource récycling would be further promoted if the
© proposed lwo modifications are lmplemented together. '



Figure A2.1

Resource Recycling Meat Processing Complex in Japan

Source: Japan Industrial Location Center
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Fipure A2.2

Resource Recycling Fish Processing Complex in Japan
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Ban Pong IndustrialiDistribution Development Initiative

1. BACKGROUND

11 Necessity of Industrial Logistics

Indusmal logistics are deﬁned as ‘such mﬁastmcmre both software and hardware, that -
would ensure the right product under the right conditions to be delivered at the right place at
- the right cost and at the right time. The need for industrial logistics increases with increased
demand for high—quélity services, fransport innovation, evolution of information technology,
and diversification of distribution channels. Industsial logistics constitute an essential factor
in establishing overall competitiveness within the globalizing economy. '

12 | Ratchaburi-Samut Songkhram Area {Industrial Lo:gistics'Cent_e'r)

Industrial logistics may be improved most eﬂ'ectwely if all the relevant ﬁmctlons and facilities
are located in the same area strategically selected with good transportation links andfor
galeway functions.  The Upper WSB, compnsmg the provinces of Kanchanabun
- Raicilabi!ﬁ, and Samut Songkh_ram, as well as Khao Yoi in Petchaburi province, may be
charécterized within the changing spatial and economic structure of Thailand as an Industrial
Junction Zone with a Global Gateway. Such structural 'changes emerging around the BMA
- include the following: '

. Diversification of commodity flow patterns after opening of new seaports at Lacim
* Chabang, Map Ta Phut, and the deepest seaport in the country, Prachuap port at
: B'ang Saphan in Prachuap Khirikhan province in the Lower WSB;

© s+ Substantial expansion. of subregional linkages between “Thailfand and other

couniries in continental Southeast Asia, particularly with Myanmar wherein a

* combined dcep’seapon aiid industrial estate development in Tavoy is foreseen that

. may prove a viable altemative to the Strait of Malacca route; and:
. ' Transformation of Thailand’s reg:onal struclure, froma umpolar slmclure centercd
on Bangkok to a multipolar structure with regional centers, consistent wilh the
* diversification of commodity flows and substantial expansion of subregional -
linkages, and reflecting emphasis on deceniralization. o
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The Ratchaburi-Samut Songkhram area is situated in the central part of the Upper WSB or
the Industrial Junction Zone with a Global Gateway Hub, and the two areas will be regional
centers in the emerging multipolar stricture of Thailand, cquipped with an Industral
- Logistics Center(RL.C) linked with the gateway functions.

1.3 . - Ban Pong: Industrial/Distribution Core of ILC

" ‘Ban Pong in Ratchaburi province is suitable for dev‘elopﬁxént of industrial/distribution
" functions forming the core of the ILC due mainly to its location, Ban Pong is located at lhc
" crossroads of north-south and east-west arteiies; and also int proximity to the lower part of
" Myanmar and the BMA as illustrated in Figure A3.1. In addition, its crossroads location will
be easily accessible to other regions in terms of time distance by bypassing the BMA,
especially afler the proposed outer-outer orbital road is developed. The network of the State
Railway of T hailand is also available in Ban Pong, encompassing notth-south and east-west
comnections.  Ban Pong is a bimodal transport center, where the proposed
lndmtnal/dlslnbmion corc/center is to be stratcglcally developed ' :

2. PROJECT CONCEPT

2.1 | Objectlves of Ban Pong Industna!!Dustnbutlon Center (BPIDC)
Development

‘The BPIDC could be designed to be one component of lhe_prdpoSed Industrial Logistics
Center (1L.C) in the Ratchaburi-Samut Songkhram area development scheme.  The
abjectives of the BPIDC are sumimarized below:

(6] Contributing to the formation of multipolar structure in terms of regional and
a subregional lmkages in Thaliand through creation of a regional developmenl
‘core/center in the WSB region, lmked with Myanmar and the BMA;
i) ‘Respondmg to future changes in overall markelmg pattems of goods so as to
provide beiter busmcss opporiunities by integrating functions of production and -
~ physical distrbution; and . e
(i) Reducing cost and increasing value added through' the planned integrated
‘development of relevant functions in a compound area. |
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Figure A3.1 Spatial Perspective of the Industrial Logistics Ceater JLC)
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2.2 Functions of BPIDC

. The Ban Pong Industrial/Distnbution Center (BPIDC) will fulfill overall marketing functions
in a broader sense, and with efficiency, providing economic benefits as depicted in Figure
Al2.

Figure A3.2 : Benefits of the Ban Pong Industrial/Distsibution Center (BPIDC) '
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Fhe fonctions of the BPIDC will be carried out efliciently by five components: an industrial
“cstate, distribution cenler, truck terminal, inland clearance depot and regional R&D and
' '_'tcslmg center as shown n l*lgure A3l

- The industrial estate (IE) and distribution center (DC) are the main corhponems of the

: BPIDC; the l‘or_m:cr' will focus on factory/plant goods production, while the latter will be
“oriented to marketing and distribution of goods, and distribution-processing of them.

A3-A4



Figure A3.3 * Main Functions and Facilities of BPIDC
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The truck terminal (TT) will be a transshipment point with benefits as shown graphically in
figure below. The TT will modernize the trucking industry through not only centralization of .
transport demand and supply information for quick response to customer ficeds, but also

improvement of management and working conditions.

Basic function and benefits

of Truck Terminal « Transship and change truck/carries

- with optimum size
+ Right time and scheduled transport

e : : ..)» s Higher level service
Cost reduction/EfMiciency * Relief from traffic congestion

;.Energy Conseqvation ;ﬁ—-;%
1) N e 9 e 1 /_\

Truek
<

Terminal

The inland clearance depot (ICD) and régicmal R&D and testing center (RD) will be
' ‘slrategacally developed S0 as 10 attract niew mveslment in the industrial estate (lb) in the _
BPIDC

The ICD will function as a poit in an inland area. It will involve warehousing, customs
 clearance, and other related functions ihcluding those to be directly authorized by the
lnlcmatlonal Air Transpori Association (IATA), which would permit imported foreign air -
cargo to be lranspoﬂed directly to the ICD without any intermediate check or customs
clearance.  Exporters will - oompletc all- fonnahhes and procedures wuhm the ICD.
Accordingly, the ICD - as well asa linked alrpon - will beneﬁt both importérs and exporters
and promote the location of new airpc')rt-orient-ed industry around it.

The regional R&D and testing center (RD) will be po'sitionEd as one of the R&D cores of the

WSB region, with R&D functions relating 1o the ﬁﬁlds of agriculture, manufacluring,

construction, and information, whiéh_wili respond to the progress of moder bordetless

technologies and create ﬁew'techﬁologiesi through intefdiséiplinary R&D. Public services
~are also important and will include testing, consultancy, an open laboratory, an mfonnahon
“service, - technology. ' transfeiftransactions, and  training and  relraining  of -

techmcmnsfengmeers Attracted by theseﬁmc{tons investors will locate their factonesmlhe

BPIDC industrial estate.
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3. PROJECT DESCRIPTION

31 Development Scale-

The five main components of the BPIDC will require a total 170 hectares of site area, and
. generate or handle cargo amounting to around 1.34 million tons per year as shown in Table -
A3.1. This development scale was set out corresponding to the industrial development
framework for Ban Pong established by this Study and eslimated in consideration of other .
- development frameworks/targets or existing advanced examples as described in the No:e of
Table A3.1. '

Table AJ.1 © Basic De\'el_opmenl__Sclaie of BPID{ (2011)

- Comporients of BPIDC Site Area | Employment | Cargo Freight | - Note-1

. ' (ha) {persons} {per year) (
Industrial Estate (IE) * 1 . 120 | 12,200 . | 135,000 tons 5_1: refer to Industrial Sector
Distribution Center (DC) 25 | soo [ 250,000t0ns | Report (Chapter 5is4y
Truck Terminal (TT) . 5 100 . ' { 650,000 tons '
Iniand Clearace Depot (CD) | 15 | 150~ | 300,0001ens |- 18,000 TEUshmonth
R&D and Tesﬁn'g Center (RD) s | 150 - L '

TOTAL 170 13300 [1,335,000 tons

" ° . Note-2: (1) Cargo freight is based on amount ofoumew

(2) Cargo freight of IE is based on gross provincial manu facturing product (GPMP) by subsector
" arid corresponding parameters derived from foreign trade statistics (Custors Departs nent in 1994}
- {3) Cargo freight of DC is tased on the paraineter of freight per year/hectare, ie. 50 per cent
'0f 20,000 tons per year/hoclare in consideralion of the cango storing temm. .
@) Dudopmmt scale of TT is basad on existing studics.
(5) Cargo freight of KCD s based on the following considerations: '
) 80,000 tons derivad ffom aif cargo freight corresponding to 123 per cent of 6,400, 000 tc-mf'\car
A hich is the ferecast freight of the Second Bangl\ok International Afrport (SBIA), after the sstond
phase,
b} The 1.25 per cont is broken dow as follows: outflow freight of the SBIA will be SO pot cent of the
tota), 3,200,000 tons: The WSB’s share of the Thailand total, S pereont basad on the WSB contnbution
to the Thai econarmy in future; lreight ratio passing through IC1), 50 per cent.

/3.2 Land Use Plan (Conceptual Plan)

A conceplual Iand use plan for the BP[DC is deplclccl takmg, the tollomng faclors mlo

consideration:

. Site area of each oomponcnls mcludmg railway smtch: ng yard,

. Access or convenience to the railway switching yard and access to highways and
motorway; | R
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. Frequency of trucking/loading and unloading (truck terminal has the highest such
frequency, followed by the inland clearance depot.); and _

‘ Others factors including the BPIDC management and service center, which would
be best 1o be located around entrance/gate of the BPIDC.

The land use concept derived from these considerations is illustrated in Figure A3.4, with the
gross land area to be developed for the BPIDC to total 320 hectares (2,000 rai) i ncluding the

 areas for the railway switching yard, a management and service center, intersial roads, green
belts, and other facilities. '

Figure A3.4 BPIDC Land Use Concept Plan
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‘3.3 RelevantInfrastructure Development

The BPIDC w11| need development of relevant mlraslructure such as access roads to the
planned motorway and outer-outer orbital road, a s:dmg from the Souther Line of the State
Railway of Thaifand (SRT); housing devetopment, and water supply. Water consumption of

the BPIDC is forecast to be around 10,000 m*/day, mainly used by factories in the industrial
estate.
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34 Implementation Body

Implementation of the five components of the BPIDC will be the responsibility of the

organizations listed in Table A3.2. However, land development as a whole may be carried

out by IEAT or in a joint venture with IEAT, while the railway switching yard will be

impleniented by SRT. A nianagement body with overall responsibility for the BPIDC will be

required to be established by IEAT or by a pnvate corporation establishied by the various

organizations responsible for implementation of the BPIDC components

Table A3.2 Candidate Impleneatation Organizations for the BPIDC
Comporicnis of BPIDC " Candidate Implementation Bodies
- Hndustrial Estate (IE) Industrial Estate Authoril); of Thaitand (IEAT) or Joint venlure with iEAT ;
Distribution Center (DC) . |Private company | ' '
Truck Terhinal (D _ ) Public TT (Dcpanmcm of Land Transpon) ot pm ale oompan)
 lintand Clearance ljcpot (CD)  |Priv ate COmpany ‘ _
R&D and Testing Center (R:D) Public center {Mlmsiry of industry or pfo{'inci'al authority)

; 3.5 Estimated Development Cost

~ The cost of developmg the BPIDC has been eshmated to bc around 6.7 bilhon Baht
(US$ 268 mllllon) as shown in Tab!e A33.

Table A33 Estimated Costs of BPIDC

Estimated Costs (million Baht [US$: million])

_ ‘Components of BPIDC
(1) Land development/1E

4,500 [180) = {j'oaO'{rai)* 1 Cuilion Baht/rai}} * 15

- ]1,000 [40] (mrehous» dlslnbuuon proccssmg space, ¢ic.)

2) Distribuiion Center (DC) - ¢

200 [8] (‘uou nd 35 berlh)

|(3) Truck Tenninal (TT)

150 [6] (all facilitics)

(4) Infand Cleararice Depot (ICD)
(5) R&D and Tesling Centet (RD) .

(6) Railway Switchyard

500 {20] (building and eduipmcnt for testing and others) |
310 [14] = {2) + (3 + () } * acound 0.25

TOTAL

6,700 {268) (million Batt in 1996 priccs)
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4. PROJECT ASSESSMENT

4.4  Future Trends in Regional and Subregional Linkages

Regional and subregional linkages will bear importantly on the feasibility of the BPIDC.
Such linkages will support the BPIDC operation, and the BPIDC will also serve as a base
*linked to ecoriomic activities outside the Center.

Tn particular, there are four dimehsions of regional and subregional linkages: within the
- ‘Upper WSB, ‘with the Ceniral and Lower WSB, with other regions in Thailand, and
: subreglonal tinkages with Myanmar and other countries. Such linkages are summarized in
* Figure A3.5. The crucial linkages are described below:

Linkages with the Central and Lower WSB:
* Bang Saphan will have a close relationship with the BPIDC. The steel mill complex

~ andindustries to be located in the industrial estate (1E) will provide steet, chemicals,
and mechanical parts to industri¢s in the BPIDC, Bang Saphan industries will use
the BPIDC distribution cenler (DC) and truck terninal (TT) to market their:
' products to the BMA and other regions. The R&D and testmg center in the BPIDC :
* will conduct joint research and exchange information with mstttutes in the Sctence’
Citytobe developed in Petchaburi province. '

Lmkages with the olher reglons in Thalland

' Lmkages with olher parts of Thailand will consist of a- numbcr of- eiements
including industrial splllover or relocation from the BMA, which will be one of the |
most important fGCtOI'b in the development of the 1E of BPIDC. Also 1mponant
will be the linkage with Ayutthaya where a new passenger car assembly plant has
aiready started operahon These two factors wﬂl promote the location of motor
»ehlcle components assembly/parts industries in the Ban Pong IE.  Supporting
industries, v.hl_ch mainly comprise molding and dyeing, stamping, machining, heat
trealment, casﬁng and fofging, will refocate from the BMA. Industriat goods such
as textiles and dyeing are also expected to relocate to the IE, attracted by cheaper

' _ Iand prices, watet supply, waste water and solid waste treatmem “and electrcily :
facdlues inthe BPIDC
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Figure A3.5 ‘Main Regional and Subregional Linkages of BPIDC
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In addition, the huge market of the BMA will be conducive to the location of

" industries such as dairy products, beer, soft dn'hk, glass, medicine, cosmetics,
plastics, fabricated metal, and metal famiture, among others. Electrical appliances,
home electronics, and general machinery/tools will also locate their factories in the
IE, which will be oriented not only to the BMA market, but aim also at usage of
Tavoy port in Myanmar for export. '

* Subregional linkages with Myanmar and other countries

' Linkages with Myanmar and other subregional linkages will promote not only

"~ foreign trade, but also industrial location in line with the Upper WSB’s gateway
hub functions. Foreign trade contributes to the economic growth of couniries -
“through the optimum allocation of resources, ie., cost reduction ihrough
Colmpler'nenlary interdependence among countries.  The main trade partners of
Thailand have been Japan, ASEAN countries, the EU, and the United States, as

- shown in Figure A3.6. | |

Figure A36 Forelgn Trade of Thailand ﬁy Country and by Region (19%4)
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However, trade with the neighboring countries such as Myanimar, Lao PDR, and
Cambodia will increase according to their progress in moving toward market-
oriented economies and adopting open-door policies. In any event, a number of |
recent studies have concluded that the volume of Thailand’s trade with these
countries has been considerably larger than that suggested in the official statistics.

The trend of Thailand’s trade with the neighboring/surrounding countries varies by
country.  Trade with = Malaysia and Singapore has ~centered on - non- :
traditional/industrial goods represenling a horizontal relation through 'iri_dustrial :
division of work, as shown in Figure A3.7. On the other hand, traditional goods
“such as wood and wood articles were dominani in imports from less d'eveloped
countries such as Myanmar, Lao PDR, Cambodia, and Vietnam.

Apart from natural gas, imports from Myanmar are likely to increase continuously

centering on wood and wood products to be processed or distributed in the

BPIDC. - Since a deep-sea pott and industrial estate are to be develdped at Tavoyin
Myanmar,: plastics and fertilizer will be imported and distributed through the '
- BPIDC distribution center (DC). Goods of labor-intensive mdustnes including
consumer goods to be produced in Myanmar and lndna will also be distributed,
since the foreign direct investment (FDI) includinig Thai capltai can be expected to

- switch ‘from more advanced economics such as Malaysia to less de\,eloped

countries such as \1yann1ar Other goods such as machmery wnll be imported to

o Tha:land from the FUihrough the Tavoy port

3 _In terms of iranspon mode of T halland 8 foreign trade (Flgurc A3.8), iand lramport
accounted for 2.9 per cent (40 0 billion Baht) and 2.8 per cent (1.81 miltion lons) of
the total import value and w eighi rcspec{wely, while 2.9 per cent (32.9 billion
Baht) and 5.1 per cent (1.98 million tons) of the total export value and w cight was .
transported by land, respectlvcly While the contribution of land transport 1o
" Thailand’s foreign trade was not large, it is the inain mode of transpo;t between
Thailand and its neighboring countries. The impont of wood and u,ood producls 1
- amounted to 981,000 tons or 5.79 billion in 1994, which ranked first and third, .
respeuwely, as shown in Table A3.4. These rankmgs almost coincide with those '
shown in Figure A3.8, where wood and wood arficles ranked first in import value
* from Myanmar, Cambodia, and Lao PDR. '
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Figure A3.7

Myanmar
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Forcign Trade between Thailand and Surrounding Countries (1994)

Beverage, ele. 681
- Precious stonejewelry 430
Manmade fabrics 415

Myanimar

Chemicals, twin, rubber, lootwe? 1,213

Electrical equip/paris { 6,49
~ Mechanical equip/parls | 2,63
Rubber & rubber products 2.596

A

o Ceraals 1,725
- Plastios 41,30
Suger 1,248 Footwear | 1,180’
4 ™
Singapore
- 154,789
Mechanical equip/parts 53,128
Eteclical equip/parls 46,588
Plastics 8311
Vehicles/parts 6,142,
Garment 5,625
~ Footwear 4,140
 Fishandthelike 2,853
\_ f
' Cambodia
- >
* Vehicles/parls ~ 2,606
- Vehicles/parts 1,715
Mineral fuel, ol -7313)_ Laos :
_ E ?327
Vehicles/parts 908" (“"‘““.
Mechanical equiJparis 741 |vietnam
Sugar 681 Plastics 441 | 6300
Eteclical equippards 420 \_
Rubber & rubber products (6,140~ )

Cereais 4,669  Sugar
Fish and the ke
Mechanical equipJparts
Manmade fabrics

3,084 China
2295 23367
Li'wa )
Sugar 2,973 'mdia N
- Plaslics 1,343 | Bangladesh
Mechanical equip /parts {155 | PaWstan
Manmade fabrics 1,000 10,513 »

Note: " Ttalic” sigaifies “agro-products (AP) or products including AP. O Neighboring countries of Thailand.

- Source: Pocket Thailand Import/Export Focus
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Figmic A8 Forcign Trade of Thailand by Transport Mode (1594)

by land 2.9% (40.0) by air by ma
. Impodt in Value by $ea 72.6% (1,002 6 billion Bahi) E 24.3% (335, s)l o 2%
1,380.8 billion Baht | {2.59)
‘ 28% (1.81)
Import in Weight o . 0.2%
63.8 millicn tons |— $4.8% (606 milkion tons) {0.98)
21%{1.36)
_ : | 2.9%(329)
© ¢ Expodt in Yalue T o Ty 029
L1 3-5’_‘; billion Baht 71.1% (809.0 bitlion Bahy) g 25.8% (293.) I ?2.3/;
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Export in Weight " - TR 00%
38.6 milliontons | _ 92 8% {35 8 milfion tons) H P
. . . 20% (0.77)

0% = 20% 40% 60% 80% . 100%

" Sousce: Depantment of Customs

* Machinery/equipment fanked relatively high in-both impoit and export value.
General machinery ranked first in import value and sixth in export value, while
'  electrical and electronic machmery ranked second in import value and third in
~ export value. Thus, sizable amounts of trade between Thailand and Malaysua were
transported by land: In addition to road lransport fretght tram service between

- Bangsue Rail Terminal in Bangkok and Ma?aysna carries Cargo. wa the Southem

Line, which passes through the WSB region. The BPIDC will utilize this rail
transport service by developing a swntchmg yard connected to the Southeni Line.
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Table A34  Top 20 Commodity in Forcign Trade of Thailand by Land (1994)

Source; Department of Customs

A3 - 16

Import Total (000 tons/year) 1,813.73  Import Tota! {(million Baht/year) 40,032
1 ]44 Wood & Wood Products 981.0{84 Gengral Machinery 8,236
2 25 Salt, Suihir and Stone {plastering, lime) 135.2]85 Elaclical & Electronic Machinery 6,281
'3 [03 Fish, Crustacean and Mollusks 81.7]44 Wood & Wood Products 5,788
-4 F72 lton & Steed 54.1|39 Plastics & Plastic Products 2,519
5 [55Man-Made Stapla Fibers 48.9187 Motor Vehicles, ete. 1,908
-6 |84 General Machinery 42.7|52 Cotton 1,188
© 7 139 Plastics & Plastic Products 39.3129 Orgaric Chemicals 977
8§ |39 Ship, Boat and Floating Structure - 36.9]38 Other Chemicat Products 966
9 |3t Fentilizers 35.4)99 Special Transaction 1929
10 |29 Organic Chemicals 33.6]73 kron & Steal Produdts 909
- i1 |27 Minedal Fuels, Ofs, Way, elc. 23.8/03 Fish, Crustacean and Molluscs _ ' 883
12 |85 Electrical & Electronic Machingry 23.8148 Paper, Paperboard, elo. 650
13 |48 Paper, Paperboaid, etc. 22.4 190 Precision Instruments 617
14 }07 Edibie vegelables, rools a.rdt'ubers 22.0]72 Iron & Stee! _ 554
15 123 Residues & Waste from Food Industry 21.6|33 Essential Oils, Perumary, Cosmelics, ele. 484
16 [52 Coton = 21.6|89 Ship, Boat and Fioating Structure 43
17 [99 Speciat Transaction . 20,4125 Salt, Suifur and Stone (plastering fme) .~ 416
18 |47 Wood Puip & Other Fibrous Products 19.4132 Tanning, Dyeing Extract, Paint, Ik, etc. 375
19 |73 1ron & Steet Produdts - 15.2]76 Aluminum and Alyrrinum Producis st
20 [28 Inorganic Chemicals 13.4]34 Soap, Wash Prep., Palishing, Candes, ec. £ 335
Rank Expoit Total (000 lonsfycar) 1,984.0]  Export Total (million Baht/year) = | 32,873
© 1 |25 Sait, Suifur and Slore (plagtering, lime) ' ?7 £.6 )40 Rubber & Rubber Producls 12,939
+ 2 |40 Rubber & Rubber Products $40.1103 Fish, Crustacean and Molluscs 4,517
-3 o3 Fish, Crustacean and Mollusks i 146.7185 Electrical & Electronic Machinery 1,557
-4 |27 Mineral Fuels, Oils, Wa, etc. - 84.316 Preparation of Meat, Fish, efc. 1,223
5 |48 Stone Prds., Cemant and Plaster Peds. 40.6|39 Plastics & Plastic Products £.151
6 [10 Cereals © 32.0|84 General Machinery ' 1,001
7 |07 Ecible vegetaties, rocts andtubers 29.8187 Motor Vehicles, ele. _ 820
8 [39 Plastics & Plastic Products ' 25.9|27 Mireral Fuels, Ods, Wax, efe. - 508
3 [44 Wood & Wond Products 25.7|55 Man-Made Staple Fitbers 498
10 [08 Egible Fruit & Nuts 23.6473 Iron & Steel Products 473
11 |11 Milling Products (mall, starches, ele} 23.1%25 Sah, Suifur and Stone {plastering, fime) 443
12 |48 Paper, Paperboard, elc, ' 17.8)71 Precicus Stones & Metals : 415
13 |73 bon & Stee! Produdts 17.4]64 Footwear & the like 367
14 116 Preparation of Meat, Fish, etc. 16.508 Edible Fruit & Nuts 338
15 170 Gtass & Glassware 12463 Gther Texties EF3
16 [23 Residues & Waste from Food Indus!ry 122 Meal & Edible Méat Oftal - 303
17 [r2Non s Steel © 112029 Organic Chemicals 296
18 |19 Prep. of Cereals, Flour ard Stardw[:'k 10.5 148 Paper, Paperboard, ele. 287
19 |69 Ceramic Produicts 9.5 [s6 Wadding. Fett ete. (carpe, rope, elc) 269
. 20120 Prep. of Vegetable, Fauit, Nuts, e'c. - 7.6|54 Man-Made Filament 240



4,2 Other Factors

As mentioned previously, the BPIDC will be feasible in terms of regional and subregional
linkages. In addition, there are issues to be addressed or considered in order to materialize
the BPIDC as described below:

1) Implementation Schedule

" The BPIDC will be developed during Phase 11 (2001-2006) of the plannmg honzon of this
Sludy, in view of the following considerations: :
. " The planned motorway and outer-outer orbital road will be avaﬂable only after.

- 2000,

e It will take at least several years to develop a deep-sea port and an industrial es(ate'
in Tavoy (Myanmar) along with other required infrastructure (e.g.” a Toad
corridor ). ' '

- 2) Goods distribution mechamsnﬁsystem

The distribution of goods in Thailand could become nore rauonahzed and efficient with the
development of pubhc distnbution centers. In pamcuiar CCONOIMIES could be achieved by

. developing a specmhzauon between wholesalmg and retailing, separation between goods

| distribution and trading, and a tricking pattem featuring mixed cargo loading. At present

there are only a few large companies that have their own distiibution centers and thereisno -

~ public dlstnbutton center with a wew toward industrial logistics, with lhe factors set out

: above: Many reldnlers in rural areas come 10 Bangkok to procure ‘goods traveling in their

- own cars carly i in the mommg and Iatc at n[ght Retailing is sometimes thé 51mple movcmenl
of goods from here to there. Many wholesalers do business at their own house mlh a small
shop forming a wholesaler base. This finding implies that candldales for focation in the
BPIDC distribution center in the short term may be large conipanies with their own

~ distribution centers. - |

©3) Air cargo in mIand clearance depot (ICD)

*Thai Custoris permit ICDs particularly with lhe aim of mlugatmg lraﬁlc congestion at Kiong

" Toey, at present, there is no 1CD able to handle air cargo. If an ICD i the BPlDC were

~pernmiitted to handle air cargo, some deregulation would be necessary in terms of customs
clearance. '
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4.3 Initia! Environmental Examination (IEE)

The praposed area of the BPIDC is located in flat terrain and is adjacent 1o Ban Pong
municipality, a traflic hub of major highways (i.e., Routes 4 and 323) and railway lines.
Thete are no significant ecological resources, agricultural or commercial activities, or
important aesthetic, archeological or historical resources in the area.

The implementation of the BPIDC might cause some adverse impact on human
resctifement, traffic congesliOn on the neighboring major highways (i.e., Routes 4 and
323), an increased level of noise and air pollulmn and waste discharged from industrial
“establishments.

Ttcanbe conch:ded that the BPIDC will not result in any significant environmental impacts.
- However, some adverse impacts are anticipated as mentioned above, requiring appropriate
: preQenling measures. Consequently, a full-scale EIA is not considered necessary. for the
Project. It is desirable, however, that a study conceming probéblé human rcéctllement
traftic congestion, and the industrial waste problems be conducted in the next stage of the
study. A summary IEE fable and IEE checkhst are herein attached '

5 RECOMMENDED ACTIONS

itis rccommended lhat the proposed BPLDC concepl be studied in further delan! and that |
foll oW-up. actions be taken as listed befow Lo , '
. - Organizing concerned govemmcnl agencaes and . the private ‘sector, 1ncludmg
~ participation by local people in the Upper wsB reglon in order o dlscuss the idea
proposed by this Study and coordinate eftorts;
. l‘omnllalmg a master plan specific to the BPIDC, inclitdiﬂg development plans for
areas surrounding the BPIDC, and conductmg a feasibility study,
. ldcnufymg alternative siles for the BPIDC, focusing not only on ‘the crossroads
a ~ point, but also on to the Greater Ban Pong Area (GBPA) considering the balanced
- development of the' GBPA as a whole, but keepmg in mind the BPIDC
- development conoept proposed by this Study; ' : :
. Exantiniig the possibility of using the Ratchaburl airfield i in view of its potentlal for
. regional development,
. * Strengthening cooperation and linkages with Myanmar side to accelerate the
commencement of BPIDC development;
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Secking leadership by the Industrial Estale Authority of Thailand (IEAT) for land -
devetopment for the BPIDC; and '

Accelerating of administrative decentralization or devolution to advance (he
development of the BPIDC as a regional industrial and urban development project.
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Samut Songkhram Free Trade Area Development Initiative

1. BACKGROUND

14 Free Trade Regime

In the early years of the 21st century, the ASEAN Free Trade Area (AFTA) and World
Trade Organization (WTO) agreements will become fully cffective with minimal barriers to
foreign trade and investment (including minimum customs duties), thereby creating an
environment in which the distribution of resources will beconte “optimal” based on
fundamental economiics, ie, minimum costs and maximum profits.  Labor-intensive
* industries will move to countries/regions capable of supplying relatively cheap labor; while

such industries in Thailand increasingly relocate to less developed countries. Technology-

onemed mdustnes on the other hand, will locate their factories and laboratories in
- countries/regions w1th supporting facilities/functions for their R&D activities. Investment in -

the service sector will focus on subregional ﬁnanmal and busuwss centers that can pr(mde :
" attractive business opporlumues

As such the prospective free trade regime will provide a highly compehuve environment.

To thiive in this sctting, the mdustnal structure in Thalland will need to become more high
leclmo!ogyﬁnfonnauon oriented to sustain rapid ¢conomic growth while Bangkok will need
to be transformed into a “Furictionial Capital™ or economm ceiter for continental Southeast
"~ Asia, which may be integrated econonncally with lhe mtemahonal dmsmn of work.

1.2 Decentralization Policy

: 'Ihere are two dimensions to decentralization in Thailand. One involves adnumstratwe
decenlralization from - central govemment to local authorities, while the other entails
_ mdustnal decentralization {rom the Bangkok Metropohian Area (BMA) t_o prowncral areas.

The spatial struciuse of 'lhaliand has bcen umpolar with eve(ythmg coming from andfor_
going to the BMA as the sole center of the country. This unipolar structure, houever is
likely to change as a result of infrastructure development and the concomitant industrial
investment in provincial areas, and expansion of subregional linkages with areas in
neighboring countries. This process of transformation has aIready become apparent in the
commodily flow pattemn since Laem Chabang port opened, followed by Map Ta Phut port,
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* both in the Eastern Seaboard (ESB) region. The commodity flow pattern will be further
- diversified as a result of the opening and expansion of Prachuap port in Barig Saphan as a
- commercial port, and the general progress of the country’s market economy, which has been
increasingly globalizing as part of the borderless international econonty.

Decentralization is one of the focal points of the 8th National Plan. The many planned
* development - projects o improve infrastructure in  provincial areas will support
~ diversification of the commodity flow, as well as decentralization of factoiy location,
capitalfinvestnient, hurman settlement, information, and the like. All of these changes will
- help generate a multipolar structure with regional centers and regional and subregional

inkages in Thailand. In this context, the BMA will emerge as the Functional ‘Capiglal for

continental Southeast Asia with higher-order quality service functions, while factories and
“industry- and trade-related functions relocate not only to provincial areas but to other
- countries. '

1.3 Samut Songkiiram as a Supplemeit to the BMA Functions

For the BMA to effectively serve as the Funclional Capital for continental Southeast .Asia, :
the preparation of land for additional or upgraded functions may be required. The overly
centratized pattem of development, however, should be avoided since it has caused serious
traffic congestion and air pollution, fargely paralyzin'g'_r business activities in the BMA
- Accordingly, the planned new urban functions shoutd_ be located outside the BMA.

The Upper WSB region, which consists of the provinces of Kanchanaburi, Ratchaburi, and
Samut Sohgkhra’ni, along with Khao Yoi district in Petchaburi province, is situated withina’
day trip of the BMA. It is expected that the Upper WSB will become an industrial core as
important linkages develop with other regions and sﬁbregions. As a consequence of its
gateway function as a “Global lub” in Thailand, the WSB region will receive industiial
spillover from the BMA and serve as an import processing area linked with Myanmar when
the Kanchanaburi-Tavoy corridor is developed together with an mdustnal zone and a deep
sea port in Tavoy In 1his comexl the Industral Junction conccpt may aitract many new
industries that are onenled toward global gateway ﬁmcuons ‘which will form an industrial |
; comple\c in the Industrial LOgISlICS Center (11.C) to be de\eloped in Ban Pong in Ratchaburi
province and Samut _Songkhram province.

The I.C is a new concept of development activity integrating the functions of production,
goods distribution, and consumption in a compound area on a single site. Ban Pong is a

logical place to develop an industrial core and distdbution function, and Samut Songkhram is
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steategically located only 67 km from the center of Bangkok, enabling it to supplement
Bangkok’s Functional Capital functions. In addition to this locational advantage, Samut
Songkhram has a vast area of abandoned shrimp fields (80,000 rai or 12,800 hectares) that
could refatively easily be converted for industiial and urban use, along with cefatively low
tand prices. These advantages make Samut Songkhram an excellent site for the planned Free
Trade Area, the concept of which is sketched oul below.

2. PROJECT CONCEPT

2.1 Objectives of Samut Songkhram Free Trade Area {FTA)

The objectives of the planned redevelopment of the former shrimp fields in Samut Songkram

as an FTA are summarized below: ' |

. “To utilize the abandoned shrimp fields not ohly in an economlcally proﬁlable but
also enwromnemally creative - mannef, capltahzmg on an excellent water

_ - environment with mangrove; : o .

. To re-establish the livelihood of local people in Samut Songkhram ‘where the

' ehnmp farm industry has rapidly declined as a result of the degradation of the
shrimp felds; :
s+ Tosupplement Bangkok's s “Functional Capital” functions, while devetoping Samut

~ Songkhram’s potennal as part of the “Industrial Logistics Center”,
. - To invite s:zable investment into the FTA by allowing “frec international and
 domestic irade before the AFTA and WTO agreements become ﬁ;lly eftective in
| the early years of the 21st ceniury, and S
'+ 'To establish an autonomous body with mdepcndent avthorities for management S0
- that the Samut Songkhram FTA can serve not only as an experimental area
- spearheading the drive toward future decentralization in Thailand, but also as an
affordable area with the capacity fo accommodate the speedy and smooth
- undertaking of business activities.
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2.2 Functions of Samut Songkhram FTA

Figure Ad.} shows the main functions and zoning of the Samut Songkhram FTA (SSFTA)
in line with its development objectives.

Figure Ad.1 Main Functions and Zoning of the SSFTA

- Objectives of SSFTA Development ~ Maln Functions of SSITA

- (. Utilizing water and waterfront
: _ . - New seaport facility in response
~« Economically profitable and :’" 3"5P°'t‘i““°"3::°“ "; Z}!h '
ivi wentatly cicative M - Amusement, sporting and other ..
envtronmentatly. e amenitylurban resort functions (AZ)
* Preserving the natural environment

\_- Eco-tourism function (AZ}) J
. . ( X - »

« Revitalization of cconomie and social e ?"0“::“9 ‘es_lﬁ":'a'. ?l:id Shopﬁ;“g
ivities in Samist Sonekh . =w3po-| funclions so that existing reside-
activities in Samu S g._ ram nis can particlpate in development

"{_(RZ and MP)

+ Sub-business center functions {B2) )

* Productive zone supplemmtihg - business offices

re _ o | - hotels
:he ‘:f‘“gsk‘)k’s "Functional Capital”, | convention of exhibition halis (EZ)
unctions o ..

» Wholesaling/retalling functions
_(Merchandising Plaza/MP) )

S v o ' _ (. Distribution-processing/light
* Materiatizing  potentials for the ’ - processing functions {iZ}
_ "Industrial Logistics Cenfer" . | * Warehousing/storing functions
B : e - A orlented to lower land prices (Wz) : |

» Channcling sizable investments A Free trade functions sup;iortéd
before the AFTA and WTO g | DY (effective for all zones)
agrecments become fully effective independent customs domain
in the carly years of the 28st cenfury | -independent budget systern

_{transaction charge supported
by a computer network system}

- duty- and VAT-free consumption

» Establish an autonomous body (o _
speariwad the drive toward future —

decentratization in Th_ai!ahd, and fo ¢ + Deregulation on business and
accommodate the speedy and smooth - - movement of cargo within the
undertaking of business activities \__atea o

LEGEND 17: Industeial Zone, .WZ: Warchousing Zone, EZ: Exhibition Zore *
- MP: Merchandising Zonie, BZ: Business Zone, RZ: Residential Zone
PZ: Port Zone, AZ: Aminity Zone

“Utilization of water and the watesfront is a crucial condition for development of the SSFTA.

‘In this context; seaport development may offer a viable option, particufarly in view of
transport innovations stich as palletization; also, amusement/sporting faciities could utilize
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its waterfront. At the same time, eco-tourism oriented to a water environment with
mangrove niay be viable, especially since it would contribute to preservation of the natural
environment.

Re-establishing the livelihood of existing residents of the area should be a high priosity, and
accordingly it is important to allow them to continue to live within the SSFTA area and to
provide them with opportunities to paiticipate in the SSFTA. '

Supplementing Bangkok’s Functional Capital functions w;ili be the core objective of the |
SSFTA development.  In this eont{zxt, a bu_sine:ss center including hotels and’
convention/exhibition functions would be attractive.  Also, wholesaling and retailing-
functions fonming a Merchandising Plaza would supplement the Bangkok’s functions. - In
line with the “Industrial Logistics Center” of the Upper WSB, distribution-processing and
i ght processing functions would be bestowed along with warehousing and stoﬁng functions. '.

" Free trade functions are essential for the SSFTA supported by an independent cu’ston'ms'
domain and a new tax system with an autonomous management body to be established.
Déréguialion of businiess operation and the movement of cargoes within the SSFTA is also
 crucial for the planned “Free 'Tradc Area” to function properly. . '

5 PROJECT DESCRIPTION

341 Development Scale

The gross land ¢ area tobe de\eeloped for the SSFTA will amount to 1,000 heclares (6 250 rai)
at the pilot stage as shown in Table Ad.1. This land demand is forecast based on the

| follomng considerations: S :
. Mobilization of the comparative advamages of Sanut Songkhrams shrimp field

area; i.e., lower land prices and the availability of a vast land arca;

.o Development of the largesl éxhibition hall in Tha:land based on the a‘oove
advan!ages _ : Lo _

« ' Consideration of lhecconomles of scale or minfinam deve!opmcnt unit for famhues

" tobedeveloped; and Z ' B

, Consistency with the development l"ramework for lhe mmmfaclunng mdustry of lhe
WSB region. '
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Table Ad.t Basic Developmicat Scale/Gross Land Area of SSFTA (2001)

3.2

Gross Arca
Zones of SSFTA {ha) Note (factors for cstimation)
| Industrial Zone 100 |+ bascd on the factory site demand allocated (o S. Sengkhram
‘Warchoming Zone 30 |» 150,000 ton capacity basis {(including long-term storage)
Merchandising Plaza - 30 |5 duty-free shop, cloctronic/motor pasts, shopping ceater, etc.
Exhibition/Convention Zone 20 |» including 100,000 m2 class exhibition hall
Business Zone ' 30 |» office building, hoiels
Amusement Zone ' 120 |* 18-hole golf course, leisure land, elc.
Residential Zone | " 50 |* inciuding high class tesidence
Administrative Zone 5 [+ Management Authoity, cte.
Public Utility Zone : 40 _
Groen BelVOpen Space : 330 |+ including mangrove arca
Port Zone . - _ " 15 jewater acplh -6.0m (5,000 DWT class)
ResenvedZone 250 ' '
totaL ] 1o

- Souree; The Study Team

Land Use Pllan (Conceptual_P!an)

T he land use plan for the SSFTA will be fonnulated under the fo!lomng principles’ (F ngure :
A4.2). -

. .

The arca of the SSFTA is to be framed mth water to clearly demarcate the
independent customs domain from the outside,

The amusement and sportmg Tacilities will be developed along an unproved trunk
road connecting the SSFTA with the BMA and Ratchabuni so that the facilities can
create altractive land scapes. '

- The industrial zonc will be developed behind the aquawl(ural ﬁelds separaled by
“wide canals with the aim to ensure a good erivironment for production. _

The. Merchandmng Plaza; exhibition/convention zone, business zone, and
" adnumslrau\e zone will be developed in a compound area or a center zone so as to

Qﬂe; convenience for busmessmen and residents of the SSETA.

| fI‘he warehousing zone will be developéd behind the port zone to facilitate the

carrying and storage of waterborne cargo.
The residentiat zone will be developed on the other side of the center zone to

. provide a good hvmg environment and quality of life.
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Figure A4.2 " Coneept of Land Use in the SSFTA

'BKK =

[Spmts Com plcng

Rehabilitated Greenery ]

Hotel/!
Office / } \x-——— Relail Sales I

Residential Area I

: Warehousing

D : W holesales

- [Main Eotrance] -

i ' fixhibition
Procurement Center

j Il'ndu.slry‘?.onc ]

iPort Area _J .

3.3 RelevantInfrastructure Development

" The SSFTA will require’ the development of relevant infrastructure such as access roads
connecling with Route 35 or the pfanned north-south motorway and outer-outer oﬁ‘bital
road. In addition, water supply and waste water treattent facilitics should be developed.
Water consumption in the SSFTA is forecast to totat around '24,000':i13/day, a’ssﬁming a
daytime population of 60,000 people.  Substations for electricity ‘distribution and
telecommunications (including an “information highway) will also riced 10 be developed.
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3.4 Institutional Setting

An autonomous body or the SSFTA Development Corporation (SSFTA/DC) is proposed as
the management/administrative body of the SSFTA, and it may develop the land for the
SSFTA as a whole. An industrial estatc, however, will be developed by IEAT or a joint
venture between a private company and IEAT as shown in Table A4.2; apart from this
joint-venture development, the land in other zones will be developed by SSFTA/DC.
Exhibition/convention facitities may be developed by a joint pasinership between the
*Chambers of Commerce of Thaitand and the Federation of Thai Industries.

Table A4.2 Institutional Setting of the SSFTA

Zones of SSFTA Candidate Implementation Bodics

: Industrial Zone

« Industrial Estate Authority of Thailand (IEATYIV with IEAT
Warchousing Zone * # Private companics '
- Merchandising Plaza - |= # Private companics supporied by the Ministry of Conunerce L
: Exﬂﬁiﬁon!Com*c rtion Zéne . | #The Chambers of Comnierce, The Federation of Thai ]nduls,tries' .
. |Business Zone » # Private companics i '
Amusement Zone - |+ # Private companics 1
Resideniiai Zone -+ |+ # Private companies including one cstablished by cxisﬁng rcsidents. C

Administrative Zone » # §SFTA Development Corporation (SSFTA/DC)

Pubtic Utility Zone | wssFrame
© |Green KBélv.’Opcn sphcc + # SSFTADC .
Port Zone |+ # SSFTA/DC or JV with SSFTA/DC
Rescnvd Zone - - SSFTA/DC o
Land Dc&:lﬂgpmchl C‘-‘Iain) N

Source: The Study Team

3.5

« SSFFADC

Estimated _Development'Cost_

' As meﬁ(ioned ﬁreﬁousljr, fand prices in the SSKTA shbu_ld be kept minimum and should be 3
below 1 million Baht per rai. The estimated total cost of ‘developing the SSFTA is

: L}§'§_800 million or 20 billion Balt, excluding development costs for port facitities, public
utilities, intemal roads, and access roads. Details are set out below:
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‘Fable A4.3  Estimated Pevelopment Costs of the SSFTA (2011)

Land/Facilitics Costs Estimated Costs
{million US3)
Land Development 196 » around 1 muttion Baht per rai * 0.87 {cconomic eost {actag)
Warchousing Facility 24 » 150,000 tons basis {including long tenm storing)
Merchandising Plaza 60 » duty-froe shop, electronic/motor parts, shopping center, ete.
Exhibitiorn/Convention Halls. 80 s including 100,000 m2 class exhibition hall |
Busincss Office Building 120 » oftice buildings, hotels '
Amusemient Facilitics : 120 e polf course, eisuce park, cic.
Residential Facilitics 180 |+ including high class residence
Admindstrative Building 20 [» Managemeal office, gtc.
Public Utility L
- |Green Beli/Open space S inclﬁdj Ng MANEIOVE area
Port Zone . . - - water de opth 6.0m (5,000 DWT class)
~ TOTAL : 800 '

* Source: The Study Team

4.  PROJECT ASSESSMENT
_‘4.1. " Economic l!\s_s;mcts_»i

Lowla _d_p_nces ' _

+ Provision of fand for the SSFTA at low prices is a criicial condmon for its succes«:ﬁnk
: development along with institutional arrangements for a free trade afca. It is reported Ihat
the tand acqmsllton cost of the abandoned shrimp fields is around 200,000-250,000 Baht per
rai. A relatively large reclamation cost is required to convert the fields for industrial and
- wirban uses, due mainly to the soft and wet foundation.

. Required construction works involving reclamation and dredghng imply land prices in the
SSFTA above current levels. One approach to redmmg fand devclopment costs is to use
dredged miud for the reclamation. 1lle technical and fi nanmal feasnblllty of the Iand

reclamation and preparation shouild be assessed. | ' |

Port facility

A port facility in the SSFTA is a desirable function to strenglhen the SSFTA’S gateway
function. The sea around the fields, however, is relatively shatlow and generally unsuitable
for the development of a large port to handle gcneravcbnlaincr cargoes. In addilion, the sea
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around the mouth of the Mao Klong river is piled up with silt, and therefore periodical
dredging will be required for maintenance work to keep navigable water depth at minus 6.0
n1, necessary for navigation of 5,000 dwt cargo vessels.

" This Study proposes port development in response te recent transport innovations. The .
" “Techno-Superliner 93" under development in Japan s designed to operate at 93 knivan hour
with a freight of 1,000 tons and will enter into service in the early years of the 21st century.
* With the superliner, the loading and unloading of cargoes would have to be undertaken in a
shorter time and therefore palletization of sizable cargoes in units has been studied. Apart
ﬁ‘o_ni the superliner, further progress in palletization in the future will require larger land
areas to handle and store waterbome cargoes. In this context, the low fand plices of the
SSFTA will be attractive for such port area development. 1t is proposed that further study be
undertaken to identify the specific type and size of port, and estimate development costs with
consideration to the superliner and palletization developme:_us in recent years.

Industnal zone o
The annual average growth rate of the WSB manufactunng sector is forecast to be 13.9 per .
_cent up to 201 1,,the larget year of this Study. Based on this growth rate- and Samut
Songkhram’s locational conditions, sizable investinents are expected to be'chamléled_imo :
the SSETA industrial zone, also atlracted by'itlslituiioiial_incentives with respect to free
trade. Prospective industrial subsectors include the following, '

() lmport'-procetsing induslries'inc!udingﬂ those pfoducin'g re-exporting products
K food processing industries such as fish processing : .
* textile industries such as weawng and dyeing industries based on nnported hjg‘h
quahty fiber, including re!ocal_lon of ihet_r existing factories in othér regions while -
utilizing the SSFTA’s abundant water supply and water treatment facilities
+ teather goods industries '
. jeu elry processing industries
(ii) Galcway-oncnted industries mcludmg spillover activities ﬁon1 the BMA
* industries such as those producing clectronic pans!componems motor vehzcle
pattsfintenor decorauons and sporting’ goods ' '
+ ‘metaly proqessmg mdusl_nes including spillover from the BMA

Some studiés pointed 6u_t that elecironic industries had tended to avoid seaside areas as their
factoty sites sensitive to the saling air. Such indication s in general reasonable but based on a
- fixed concept. For example, a Taiwanese electronic company has recently extended its
production of computer motor board at the Subic Bay in the Philippines. This could suggest
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that a factory with air-conditioning or air-cleaning facilities is not seriously affected by the
saline air, and therefore factory location of electronic industry will not be impossible within
the SSFTA

(ili) Distribution-processing indusiries such as packaging and labeling, closely related to
the SSETA’s gateway functions including “disteibution-processing”.

~ Warehousing

Warehousing in the SSFTA would better focus on long-lerm storage rather than goods
distribution because of the locational factors of the area, i.e.; relatively fow land prices and
proximity to the BMA. Such long:-tenu storage is land-intensive, requiring large land areas

due to the low frequency of shipmerit. Candidate goods for such long-term storage include
petrolenm oil, steel, fertilizer, food products including fish, and wood, all of which were
imported to Thailand in an amount of more than one million tons in-1994." The prices of
- these goads change frequently in the intemational market, and therefore buying and stoning
them at lower prices may be an effeclive business strategy, as well as providing national -
security beneﬁls by assuring a secured supply. As such, warehousing will be viable in the '
' SSFT Aifit can provide fand at prices low enough to allract such long -term slorage

Merchandising Plaza

* The Merchandising Plaza (MP) will be a comple\c comprising wholesaling and retailing, the
former supplenienting the Funcllon.al Capital functions of Bangkok, anid the latter providing
: Shopping centers includi_ng duly-ﬁ‘ée shopping not only' for forcigne{rs but for Thais.

The lumry goods marl-.et is one of the targets of the MP'in the SSFTA since the size of !hc
- market for these goodq will become larger not only due to the growth of the Thai cconomy,
pamcularly in border provinces, but also as a result of progress in industrialization and open
market policies in neighboring countries. If the MP supplies luxury goods through bulk
importation, many people including wholesalers will visit the SSFTA, which will have a
positive effect in terms of reducing traftic congestion in Bangkok . '

On the other hand, motorization Wil pfdgieSs répidly in ffhailan_d and the country will also
increasingly become an information-oriented society. Many people will modify réady—méde
goods or make goods by themselves in accordance with the expansion of the middle class
and youth market; it is anticipated that the mcrchén‘dising center for auto parts and electronic
equipment parls will be viable to serve such market needs. '
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Exhibition/convention halls
Development of the largest exhibition hall in Thailand in the SSFTA is proposed as the arca
offers proximity to the BMA and can eftectively supplement the functions of Bangkok, while

offering land prices that are and will be much lower than those in Bangkok. At present, all
existing exhibition halls including those attached to hotels in Bangkok are located in infand
areas. Tn the case of intemational trade fairs, these locations are not convenient for the
importation of large exhibits from the port areas in Bangkok; this problem may be resolved
by a port along with a large exhibition/com'fen:tion hall in the SSFTA.

" Business zone

Many business - aclivities expected to be carried out within the SSFTA, such as,
- manufacturing, disiribulion'-processing, goods distabution, wholesaling, retailing, banking,
business services mcludmg convention, travel, and transport services will make office
buildings and hotels feasible as the main facilities in the busiriess zone of the SSFTA. Some
oftice works will be undertaken within other faciities, but the demand for space exclusively
- for office works will not be insignificant. Participants in exhrbmons or conventions to be held
in the SSFTA would be prospective users of holels; in this respect, a cor_nbmed developmcm
. of an exhibition hall, convention hall, and hotel is essential to intensively develop a new
business center. Along with this unit development, amusement facilities will altract many
moré people, adding to the s')mergisti'c'eﬁbcts 'of‘thé development' The SSFTA will be the
main attractor, and the assocmled business center will be made \nable by such business- and
amusement-relaled facnhues :

- Amusement zone -

“Amusement facilities cgmprising a golf course and leisure facilitics are also planned based on
the low land prices in the SSFTA, as such developments offer the added advantage of
preserving the natural environment including mangrove forests. In other words, the SSFTA
could function not only as a business!tréding aréa, but also as anurban resort. Such aunique
complex of services with scarcity value, provided in the SSFTA, will attract many people _
and thereby enhance the economic viabitity of the SSFTA.

Residential zone . ,
T he residential zone of %he SSI“I‘ A will accommodate housing for both lhe ongmat residents

- around the abandoned slmmp fietds and newcomers. This housmg project will be positioned

to provide the original residents with business and eniployment opporiunities so that they
may participate in the SSFTA dévc!opment and thereby re-establish their livelihoods; thus,
the original residents will not need to find jobs in Bangkok and other locations, enabling
~ them to continue to reside within the SSFTA.  As noted, they may also invest in new
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business opportunities available in the SSFTA. The housing project is therefore deemed
essential, and its feasibility should be enhanced by the provision of'a good living environment -
with shopping centers, amusement facilities, and a fine natural environment.

4.2 Institutional Aspects

Institutional aspects may be another crucial factor, since the SSFTA wifl be an autonomous
- areaindependent from the ordinary customs domain. ‘ '

Creation of an mdependent customs domam and free trade _

* The Free Trade Area (FTA) can be developed by modlfpng/combmmg the Expoﬂ
Processmg Zones (EPZs) and Free Trade Zones (FTZs) concepts which are currcnlly
defined by the IEAT Act and MOI Decree as follows :

Ncw EPZ by IEAT ; FTZ bv MOI and Customs Departmem

* - Target industrics: Exportorientcd industeics, - Target industrics: Export retated industries, -
' centering on masufacturing (A miniomm mcludmg numufactunng (Threc catcgoncs)
40 per cent of the tolal producllon mustbe - and trade ' :
- exported.) : :
- Allowable activitics: manufacmrmg, storagc ;-Al!m\ﬁble'acti\iliea nnnuf'actilring, storage,
and exhibition : : - packing, labeling, maintenance, c\}nbmon -
: ' _ and R&D. : -
- Inccnlivcs: by IEAT {BOI incentives are - Incentive: no incentives (BOI mcmm% are -
automatically granted.} - - I - granted by a n,spcctm application.}
- Dul) frce importation: available L < Duty free mspoﬁatmn avmlablc

g Dm.lop«.r IFAT ora ]omt venture with IEAT - Du blOp'Ll' Private séetor

.As compared with allowable activities with existihg I'PZs under IEAT Act and FTZs under
MOI Decree the SSFTA would feature the followmg in the longer term:
' Duty -free 1mpona||on of raw matenals and equipment including production
' facilities without -ordinary custorus c!earance proceduus but with® periodic |
~ inspection (possible in EPZS/FTZ s) S
e : Prce trade or free movement of cargo thhm the SSFTA mihout permission from
" the customs office for bonded transport, since there will be no nccd for bonded
busmes; within the SSFTA (possible in EPZs and FTZs), '
J No VAT taxation on trade within the SSFTA (limited to export goods); _
. No timitation on consumption of imported goods within the SSETA (impossible in
both EPZs and ¥F17Zs), |
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. In prnciple, no restriction on items of goods to be imported into the SSFTA
(impossible in both EPZs and F1Zs),

’ No limitation on the tenm for storing imported goods in the SSFTA (impossible in
both EPZs and FTZs);

. No limitation on the type of business activitics that may be undertaken in the
SSETA, including ones that are monopolized at present (impossible in both EPZs
and FTZs); _ |

. - Exportation of goods and services generated in the SSFTA {possible in both EPZs

- and FTZs}; and _
e . No limitation on the importation of goods and services generated in the SSFTA

into the domestic market of Thaitand with the ordinary custoins duties (limited in
both EPZs and FTZs).

From a practical point of view, a stage-wise approach is considered; firstly, the SSFTA could
be developed by the SSFTA by following the existing legalfinstitutional arsangements

relating to EPZs and FTZs as summarized above. In this case, the SSFTA would
incorporate both the EPZ and FIZ concepts, by applying té IEAT foran EPZ, and MOl and
the Customs Department for an FTZ At a later sfagé, a new arrangement could expand and
convert these EPZ a_nd' FTZ designations into that of the proposed SSFTA. ‘

= lislablishment’ of the Samut Sbngkhram F’I‘A l)évelopmenl Corporalion ( S.SFTA/'DC]'

“The SSF’I‘A!DC will be a quast- focal govemmem entity to be cs!abhshed as an expenmental '

body spearheading the drive toward decentrahzauon in Thailand.- By its charter board of:
directors will include representatives from concerned governmeint agencies, such as the
-MllllSIHCS of Interior, Finance, Industty, and Commerce, local authorities, r051dents and :
" investors. It will be rcqponmble for formulating the’ development master plan, managing
specific projects, and operating specific facitities.

Budget of‘SSF'i A!DC
_ _Il is proposed that the budqct of the SSFTNI)C be Q.eneraled fiom a {ransaction charge in

- place of. other taxes including the corporate income tax. This budget ﬂystem would altam the

" foliowmg objectives:

e To retain the aulonomy of lhe SSKTA, ensuring SSFTA/DC has its own budg,et by
providing revenue from sources other than revenue generated from Jand
development, wlility services, and other services including port operation; and

. * To provide a good business environment, which will not only attract more investors
to the SSFTA, but also reduce tax collection costs.
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Collection of the iransaction charge will be supported by a computer real-time network
comprising shipping and cargo information syslem, a Point of Sale (POS) system, and the
like. In this context, it is noted that the United Nations has been developing Electronic Data
 Interchange (EDI} as a global standard of documentation for international trade and
transactions; an Asian EDIFACT Board has already been organized, with members
including Japan, Singapore; the chu‘ohc of Korea the People s Republic of China, and
- Malaysia, with Taiwan as a quasi-member. Thailand is s:mnlarly moving in this dqucuon in
order to provide a more atlraclive business environment, with the application of EDI
expected soon. -

‘4.3 - Implementation Schedule :

The SSFTA will be developed during Phase I {1997-2001) since it should start operation
before the AFTA and WTO agreements become fully effective in the carly years of the 2Ist
~century. The SSFTA can be started with the combmed functions of an EPZ undcr IEAT Act
' and an FTZ under MOI Decree :

4.4 Initial Environmental Examination

~ The SSFTA area is tocated in relatively flat terrain along Route 35. Most of area was

© used for shrimp farming and at present is abandoned. There are no sxgmﬁcant ecological

© resources or 1mponant acsthetic, archcologlcal or historical resources in the Project area,

" though there are some conunercial activities along Route 35. Man_grove replanting has
been ongoinig near the SSFTA area. | :

Jmplementation of the SSFTA might cause some adverse impacts on traftic flow on the
: e\nstmg Route 35 induced by an mﬂow of facnlliy users, solid waste discharged from
factlmcs, and an mcreased level of noise and air polluuon

" Tt canbe conchlded thal lhe SSFTA wx!t not resull in any s:gnmcant environniental impacts.
- How cwr some adverse impacts are anticipated as mentioned above, requiring appropriate
' pmeniwe measures. Consequently, a full-scale EIA is not consndered necessary for the
SSETA. It is desirable, however, that a study concerning traffic congestion, solid waste .
discharged from facilities, and increased tevel of noise and air pollution problems be
conducted in the next stage of the study. A summary IEE table and 1GE checklist afe herein
attached.
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5. RECOMMENDED ACTIONS

The proposed SSFTA is not the sole option for development of the area. One alternative
would involve development of abandoned shrimp fields in Samut Songkhram, without
designation of a Free Trade Arca, but with development of an access road to Route 35 and
internal roads. However, in view of the analysis presented in this report, designating the area
of the abandoned shrimp fields as a Free Trade Area appears to be viable. - Accordingly,
. appropriate actions are recommended as follows:

. Organizing concemed govemment ageticies and the private sector, including local
people in Samut Songkhram in order to dlscuss the SSFTA proposed by this
Study; _
e Conducting a ﬁllt fledged study of lhe feasibility of the SSFTA including
tdentification of candidale sites; :
. Leadership by NESDB and IEAT for the SSFTA development and relevant

coordmauon :

e ~ Enactment of a new Free Trade Area Act or modification of the existing Export
: Processmg Zones by TEAT Act, and Free T rade 7ones (FYZs) by Mol Decree, and
B modification of the Customs Law; and :

. Acceleration of administrative - decentratization to a’d?ancc the  SSFTA
: deﬁfelopnieilt as d regional industrial and tirban dé_vc!op‘me'nt project.

‘Related to these acuom it is suggested that spcculatwe activities be prevcntcd since
promlon of low Iand prices is an essential factor to develop the SSFTA,

Ad-16
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