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(1) Estimation on the basis of targets in the second economic dsvelopment plan
(1967-71) ia respect of certain commodities such as tin, cassava, maize,
timber, silk fabrics and cement,

(2) Extrapolation according to the la:st squars method for items for which value
of export figures are available for the whole of the past six y:ars 1960-65.

(3) Arbitrary determination on the basis of available facts, for items for which
velue of export figures are available for the whole of the past six years
1960-65, but show eithor a drastic fall or rise in th: last year or so, owing
to special factors.

(4) Arbitrary dotermination on the basis of available facts, for items for which
value of export figures is not available for the whole of the past six years
1960-65.

8. The results of projection indicate that industrial exports from Thailand will grow
from 1,454 million baht in 1965 to 3,351 million baht in 1970.  The snnual projected
growth rate during 1965-70 is 18.2 per cent, while that achiaved during 1960-€5 was
11.0 per cent, The share of industrial exports in total exports may rise correspondingly
from 11.5 new cent in 1965 to 17.6 per cent in 1970. The major item which will account
for this spectacular rise is unwrought tin, whose average annual growth rate during
1965-70 is estimated at 33 per cent. In ths meantime, its share in total industrial
axports is projected to rise from 27.5 per cent in 1965 to 50.5 per cant.
9., Othar than unwrought tin, sevenitems contributing in sach case over 33 million baht
or 1 per cent of the total industrial exports in 1970 have all an average annual growth
rate during 1965-70 of 9 per cent or more. These seven items which together contribute
17.2 per cent to total industrial sxports from Thailand in 1970 include, in order of
importance, Portland cament, pracious and semi-precious stones, processed timber other than
taak (mainly yang), petrolcum products, maize meal, gunny bags and canned food.
10. Thus it is clear that the major oxport industrias in Thailand by 1970 will depend in
most cases on local agricultural and mineral materials for processing, the only excaption
being petroleum products for which crude petroleum has largely to be importod. Several
of these industries have developad from production for import substitutes into production
also for exports, such as Portland cement, petroleum products, gunny bags and canned food,
while others such as precious and semi-precious stones are handicraft products with a high
income elasticity. In the long run, these characteristics of Thailand's export
industriss may undergo some change, mainly with the import substitution industries
catering glao to the export markat.
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11. For the promotion and expansion of industrics in gsnoral and export industries in

particular, both domestic and sxternal policius hav. a significant role to play.
Domzstic policies «nd measures in a privat: cnterprise cconomy such us Thailand are
d:signed to induce investment for oxports, inercis: the profitability of oxports and
promote trade in general.

12. For inducing investmant in industrics, many measurcs havs bean vigorously pursued
by tha Government of Thailand in recent ycars, _specially since the inplementation of
the first six-year national cconomic d:velopment plan in 19o0l. A4 favourabia climat.
for industriul investment has beon provided through the araction of an infrastructure
including transport, power, industrial rascarch anc training as well =s the promulgation
of a set of investment laws and regulations, tha litest of which is the Promotion of
Industrial Investment Act of February 1962. Ths Government has also promoted industrial
feasicility surveys provided financing to larg: anc small industries through tho
establishment of the Industrizl Finance Corporation of Thailand (1959) and the Loan
Office for Small Industry Development (1954), granted tux incentives for "promoted”
industries, and pursued a policy of transferring tic stato anterprises by sale or leasa
to the private sactor.

13, Mcasurss to increase th. profitaoility of :xpcrts have taken th: form of diract
subsidies, as in the cas> of the sugar industry; remissionsunder the 1962 P1omotion of
Industrial Investment Act for export industri:s of >xport duty and business tax, and of
import duty on rgw materi=ls used in the mapufacturs of sxport products; estabiishment
of an industrial cstate in Rangsit near thc mctropclitan city of Bangkok to provide
suitable and roasonably priced land complate with nacessary services and facilities, and
the roduction of interest rates for export industriss in loans from govermmant and
private banks.

14. For the sromotion of trada in goneral, tho Thei Government has concludad trads
agreaments with many countries inside and outsidz ths ragion, narticularly with such
important trading rartmars as the United States and Japan; conducted market surveys
for solectad industrial products, with or without cutsids assistauca; organised ths
First Asian International Trads Fair in Bangkok in Dacomber 1966; and promulgated and
snforced lagislation on quality control and standardisation of industrial exports such

as toak conversions, taploca meal and silverware. Silk fabrics will xlso be
standardized shortly,
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15. among the external policies and measuraes to promote exncrts of manufecturas
from Thailand, tha most important ones now in force appaar to be foraigrn and
Joint venturcs;  praferanticl traatment given to Thai industrial exports by
duveloped countrias such as Australia; and the allocation of production quotas
to Thailand for tin under the Internationsl Tin Agrecment. It is hoped that
undsr th: influcnce of UNCTAD, sspecially at *the forthcoming sescond session in
Now Jolhi in the spring of 1968, greater liberalization of trade in imports from
the davalosing to the developed countries of the world may be achicved, so that
Thailand, 1ike othor developing countries, may benafit from the removal of both

tariff aind nonetariff trade barriers,
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I  REVIEW OF IXPORTS
A.  Parsistence of trade doficit

15,  With the excaption of a faw yaars (1948-51) in the post-war period whan rice was in
groot demand from Asian countrius devastated by war, Thailand has consistently shown an
annual trade deficit, which has increased in recent years owing Lo the growing imports
of capital goods for the implementation of the first six-ycar national economic davelop-
ment plan (1961-66).  This deficit grew rrom US$S million in 1961 to a peak of US$143
million in 1963, fell to US$87 million in 1964 but rose again to US$99 million in 1965.
It has bean met mainly by the inflow of foreign capital and foreign aid, and a surplus
from invisible trads. As a result, the forsign axchangs rascrve, instead of baing

deplated to cover the trade daficit, has risen staadily during the pariod 1960-65 (see
Tabla 1),

IABLE 1
Iradc and exchangs roserve, 1960-65
190 | 1961 | 1962 | 1963 | 1964 | 1965
Exvorts® (million baht) 8,614 | 9,997 | 9,529 | 9,676 | 12,339 | 13,049
Imports (million baht) 9,562 10,160 | 11,348 |12,655 | 14,150 | 15,099
(million bzht) 948 163 | 1,319 | 2,919 1,811 | 2,050
Tradc deficit (million U3H) A 8 87 143 87 99
Forzign exchange reserve
(million US%) 256 339 408 461 545 624
Increnent of oxchange resarva
(million US®) 52 83 69 53 84, ye)
Foreign capital inflow )
Foreign ald gg/ 98 a1 | 1% | 19 1m 178
Surplus of invisible trade)
(million USY)
Source: IMF, International Financial Statistics, October 1966.
8/ Including ra-exports.
%/  Apparent figures
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B. arowth of oxperts of industrial vorsus primary ry products

17. Thailand's exports have consisted mainly of primary commodities, and only

marginally of manufacturses and somi-monuficturcs. In 1960, for instance, of the total
3orts (excluding re-cxports) of 8,422 million brht, priniry commoditics contributed
89.2 yior cont as compared with 1.2 per cont for maaufactures and semi-menufactures.
Hovever, by 1965, cxports of manufacturss and semi-nanufacturss had grown as compared
with :¥morts of primary commodities., Th: share of primary commoditics in total oxports
dzclined during 1960-55 from £9.8 per cent to 8€.5 »er cent, with a corresponding rise in
thy share of manufacturcs and semi-manufacturcs from 10.2 o2r cent to 11.5 per cent.

Also, thes annual growth ratec during tho pariod 1960-65 was 3.1 per c:nt for the axport of
primary commodities, as compared with a much higher rits of 11.0 par eent for the axport
of manufactur.s and semi-manufacturcs. In other words, cxports of manufactures and
sari-manufactur:s hav: bean much mor: dynamic than those Af primary commodities - a
reeent develepment which nas menifosted its:1f in many doveloping ccunirics,  For
Thziland this is 1 partieularly . aragias cieny in viow of the nearsistent trade

d=fi it which cannot always v: nov, as hes oo.n th: cass in the pist fow years, by an
inflow of foreign zapital and ild =na - surplus in the invisiocle trad- items,

12, It may also oc ncted that during 1960-6€5, .xports of scmi-manuficturcs grew faster
thar exports »f marufacturss, th: annual -v. > growth rate coing 13.4 per cent for tha
for.:r and 9 por cont for the lattur. As - consequenc.s, the share of semi-manufactures
in Lotal exports rass from 4.6 por cent in 1960 to 5.7 per cont in 1965, while the share
of manufacturcs changed ornly slightly from 5.6 per caent to 5.8 per cent during tho same
parind (sae Taul: 2),

19. Thailand's trad. has ot.cn minly with the developad arsas, whose share in the total
trade of Thiiland rose from 62,5 por cent in 1960 to 66 par cent in 1965, with a
corrcsponding declin: during the same poriod from 35,7 par cent to 32.9 per cent for the
doveloping arzas, and from 1.8 por cent to 1.1 psr cent for the socialist and unclassified
arcas.  Howover, the position for imports diffrs from that for axports, For imports a
major and growing shars cam: from the dev :lopad =raas, rising from 76.6 per cont in 1960
to 82.9 per cent in 1965, whilz the share for the developing areas fell from 22.1 per
ceni to 15.7 per cont durding th: seme psriod. For axports, on the other hand, the share
for dovsloping arces ross from 50.6 par cont in 1960 to 53.2 por cont in 1965, while that

for ihe dovelop:d arcas fell from 47.1 per cont to 46.1 par cont during the same nariod
(sac Tablz 3),
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TAELE J

£ trady, 1960 ~nd 1365

Direstior o s
(mi1lion U3%

Doavalopad | Devaeloping sﬁiﬁizzrﬁ
areas & arcas areas Total
Value __i 2 Value i p 3 Value | %
( LE()O 1%00 /07.1 203‘9 5006 904 203 w3-3
( 1065 264.6 | 461 [328.9 | 53.2 | 4.3 | o 617.8
Exports { nnunl :
( growth
( rate ¥/ 8.47 10.1% 16.9% 8.9%
( 1960 339.7 76,6 98,1 22,1 5.5 1.3 443.3 |
2 1965 606.0 82,9 |114.7 | 15.7 | 10.6 1.4 731.3
Imports ;
) el f
; " rate &/ 12,3% 3.2% 14.0% 10.5%
f | 1960 529.7 |62.5 |302.0 | 35.7 | 14.9 | 1.8 2i6.6
e 06 890.6  166.0 |443.6 | 32,9 | 149 | 1.1 | 1,391 |
’ 5\ i
valus g anmal
\ h '
( rate &/ 11.07% 8.0% 0% 9.8%

Sourca:  IMF: pirgction of Trada, annual 1261-65 and annual 1960-64.

g/ For the purposas of this table, daevoloped arcas ars taken as including Wostern
Burops (EEC countries and Graccs (associrte membor); EFTA countrios and Finland
(nssocinte membar); nand other UECD.mambor countrizs of Icalard, Spain, Turkey and
Yugoslavia}y North America (Crnndu and the United Statos); Japan, Australia, New
Zealand and South Africa

b/ Compound growth rate

-

20. Table 4 shows Thailend's sxports of manufasturas and sami-manufactures in 1960 and
1965, covering forty-six itema, sach of which in 1965 had an export value in excess of
1 million beht or US§50,000. Tha forty-six items includod thus represent 94 per cent
of total axports of manufactures and semi-menufacturos from Thailand in 1960, and

93 par cant in 1965.
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21. Ten of tha forty-six itzms, falling within four of the nin: 3ITC scctions (0, o, 7
and 6), had a total cxport v lus of 1,078 million vaht, or 74 per cont of the total oxport
valua of manufactur:s and somi-manufoctur.s (1,454 million caht in 1965). Thesa ars

given separately in Table 5.

T4BLE 2
Exports_of manufacturcs () _and s.mi-manufacturcs (8),
1960_and 1965
(million baht)
R e - -
Mo P:r comt Annual
SITC Sz:ction or { 1960 1965 of 1965 | growth ratc
5 totnl (1)
S RO S S S O
6. Manufactured goods classificd
chiefly by materizls
Tin, unwrought 8 - | 399.6 27.5 s
Precious and s:mi-precio s stones M 2.1 7.9 4.9 29
Cement, Portland S 11.0 40.9 2.8 30
Wovan favbries of silk S 17.0 3.1 2.2 14
0. Food and liv: animals
Tapioca flour M | 220.0 ] 222.6 15.3 0.2
Cassava meal g 50.5 60,7 hed 4
Maize mesl 3 2.8 34.9 2.4 66
2. Crude mpterizls, in.divnle,
2xceopt fuels
Task, shaped or sinmply worked S 1 239.21 11:.1 7.7 - 16
Othor timbers, milled S 95.3 64.1 bLidy - 8
3. Minerad fuels, lubricants
and related metori-ls
Patrol.:um products ‘ M - 32.7 2.7 -
Sub-total | 655.9 | 1077.7 (7 10,4
Total axport of manufacturaes
and sami-manufacturas 861.2 | 1452.9 100.0 11.0

Source: Tablas 2 and 4
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C.  Factors affccting growth of industrial sxports
22. An analysis of factors aff.cting changes in the rate of growth of cxports of the
forty-six itams, particularly the ten major items singloed out in Table 5, may provide
a rough indication as to the prospects of those major iundustrial oxports.
23. The factor thet has axerted the greatest influzneo in achizving the annual growth
rate of industrial oxports of 1l per cent in Thailand during the period 13960-65 is the
emergancae in 1965 of unwrought tin, a semi-manufacturcd product brought about through
local smolting of tin-in-concentrates. In 1964, Thailand .xported 22,339 metric tons
of tin ore and concentrates, which fell to 15,722 motr?g tons in 1965 owing to the

axport of 4,779 metric tons of tin metal in that ygar.*/

For the Thai economy as a
whole, the net galn is the value addad in the process of tin smelting.

24. A sazcond factor is the export of products duveloped in connexion with the process

of import substitution, including Portland cement and petroloum products.  During thes
poriod 1960-65, exports of Portland ccecment grow at an annuzl rate of 30 per cent.

Their value ros: from 11 million baht in 1960 to 51 million baht in 1961 and 63 million
baht in 1962, falling to 55 million baht in 1963 and 36 million baht in 1964, and rising
again to 41 million baht in 1965. Coment production grow from 543,000 tons in 1960 to
1,248,000 tons in 1965 and the fluctuation in th: quantity of oxports appeared to have
baon caused mainly by changing domestic requirements.

25. Exports of pctroleum products commenced with a total export vzlue of 6.4 million baht
in 1964, which rose six-fold to 39.7 million oaht in 1965. This compared quits
favourably with a four-fold risec in production from 471 million litres to 1,802 million
litres during the same pariod.

26. 4 third factor is the growth of tourist traffic, which in terms of visitors rosa

from 81,340 in 1960 to 244,000 in 1965. This increascd the demand for Thai handicrafts
including pracious and somi-pracious stones and woven silk fabrics. The trads returns
for 1960-65, which do not include local purchasss by tourists, showed an annual growth rate
in oxports of thes: items of 29 per cant for precious and scmi-precious stonss and 14 por
cent for Thai silk.

27. A fourth factor is the umergenc: of new industrial cxports developad in connaxion
with the programm: of agricultural diversification, including tapioca flour, cassava meal,

and maize meal. Thailand has succeeded in dseveloping ncw export crops in postwer yoars
to alter its status as a country endowed with rice monoculturs, to includs cassava roots
ard maize. Output of cassava roots, which raached 487,000 metric tons in 1958, rose to
1,083,000 metric tons in 1960 and 2,340,000 metric tons in 1965. Thase roots are

processed partly for axport under two categoriss, namely manufacturad goods and primary

1/ “Bank of Thailand Monthly Report, September 1966, p.44. From 24 July 1965, the
export of tin ore has been suspendad.  (Ibid., August, 1965, p.23).
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commodities. According to the UNCTAD classification noted .urlicr (sc. footnot: 1/ to
Table 2), tapioca flour and cassava meel are menufactured goods, whorens teploc: wast.
and shredded cassava are primery commoditics.,  In the followiug tavic statistles for
1960 and 1965 on thc valuz and quantity of uxport of tapioca products ars given under
thess four items.

TABLE 6
Exports of cassava products, 1960 nnd 1959
Quantity Valuo
'000 metric tons) (miliion oaht)
Itom | (1000 metric tons) ) (siliion ooht) )
1960 1965 1960 1965
U — e Hosis camams — tmas & . oot o — o s mm 2 den s o e ton o . — o = o
Manufactured goods 242 221 270 284
Tapioca flour 177 142 220 223
Cassava meal 65 79 50 61
Primary commodities 20 49 14 392
Taploca waste 25 98 14 7
Shredded cassava - 401 - 315
P“""‘ PR T R o P L L B A TR SRRY R R R N - —
Total 267 720 284 676

Source:  Departmont of Customs
28. During the period 1960-65, although the value of exports of taploca products rose
1.4 times, th: rise was much greater for primary commodities than for manufactured goods.
During this period, tha valuz of exvorts of tapioca flour and cassava meal rosc by 15 par
cant, while thc valuc of exports of tapioca wasto and shreddad cassava rosz by as much as
twanty-ocight timcs. This shift in proferonces for shrodded cassava as against cassava
meal as an amimal faad, and the stagnant world demand for tapioca flour, account for the
slow rate of growth in the export of the tw> manufactured items - tapioca flour and
cassava meal,
29. Production of maize rose from 67,000 metric tons in 1955 to 544,000 metric tons in
1960 and 1 million tons in 1965. Apert from exports of maize in its natural form, which
rose 1.6 times from 515,000 metric tons in 1960 to 812,000 motric tons in 1965, oxports
of malze meal as an animal feed showed a twalvs-fold increase during the same poriod,
from 2.8 million baht to 34.9 million baht.
30. A fifth and finel fector is a declinc in traditional cxports of proccssed timber
(mainly teak and yang), owing to a rapid depletion of improperly conserved forast rossrves
on the one hand, and a rising domestic Zsmand largaly for the purposs of new construction
on the other. Tha value of oxport for the two itoms of procassed timbor, namely, toak
shaped or simply worked and othar millad timbar, fell by 47 per cant from 335 million
baht in 1960_t0 l76 million baht in 1965.




I1. EXPORT POSSIBILITIES FOR MANUFACTURES AND ZEMI-MANUFACTURES
A' : "li i “L € o

31, 1In 1965 there were altogether 178 5-digit SITC ite:.' in the Thal trade returns
which could be considered as munufactures and semi-manufacturcs in accordance with the
UNCTAD classification, The total export valuc of these items was 1,454 million baht

in 1965; this could be subdivided inio three groups according to relative importance as
follows:

(million baht) Eercept

Group A, Ten items each with an export
value in excess of 29 million
baht or 2 per cent of the total 1,07M.7 4.1

Group B, Thirty-six items each with an
export value in excess of 1
million baht or 0.145 per cent

of the total 269.8 18.6
Group C. Remaining 132 items 106.4 7.3
Total 1,453.9 100.0

32, Group A items, accounting for almost three-fourths of total foreig:. exchange
earnings from Thai industrial exports, will be considered itemwise, with brief
accounts of their dcvclopment, with special reference to the period 1960-65, and a
forecast of their future production and exports during 1966-70. Such a forecast is
based on the estimates in the second national economic plan for 1966-71 or, in their
absence, on United Nations estimates.

33. Group B items, accounting for less than one-fifth of total export earnings from
manufactures and semi-manufactures, are more numerous btut less important. They will
be briefly touched upon separately, and account will be taken of their individual
export trends during the period 1960-65 while estimating their export possibilities
for the period 1966-70,

34 Group C item3, accounting for a little over cne-fourteenth of total export income
from manufactures and seni-manufactures, are most numerous, having in each case an
export value of less than 1 million baht or around US$ 50,000. However, in this
group items promising growth in the long run are to be found, These imclude, for
example, promising export indusiries, such as plyvood and food canning, -msed on
available natural resources.
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35. Tin. Thailand has important tin deposits and is a major producer of concepbrates.

————

In recent years, production of metallic tin has also become significant and is in~trasing
rapidly. Thai production of tin-in-concentrates was about 4,000 tons in 1900 and
roached its pre-war peak of 17,000 tons in 1940. There has been a continious expansior.
and growth since the war, reaching the post-war peak of about 22,000 loug tons in 166,
with the exception of 1958 when only 7,718 long tons werc produced. The folloving

table shows the annucl production and exports, separately for tin and tin-in-

concentrates, sinco 1961.

Table 7
Thailand: Prcluction and cxports of tin and
t*.n-in-cancengratol; I?Z]l-

(loug tons)

— — a
. | . t.
Year | Tin-jn-concentrates i Tin
li . Production Exports Prodvction  Exports
i !‘ ’ ?—--—-
1961 13,271 13,222 ;
. 1962 14,679 | 14, 244 |
i \ H
1963 15585 15,428 ;
1964 1 15,597 z 15,666 |
l 1965 ! 19,047 : 10,758 5,524 g 4,877
: ~ ! . g /
! 1966 20, 53— i 203 14,840% | 71, g12Y/

Source: Intern.tvional Tin Council, Statistical Bulletin (monthly)

- -

8/  Juuuury - November.

b/ January - June,
36, At the eni of 1967, the total number of tin mines (working mostly in Peninsular
Thailand) was 458, of which twenty-three were operating by dredge and 131 by gravel-
puaping and hydraulic methods, the remainder beoing mainly swall mines. The twenty-
throe dredges, which were all owned by foreign companies (mainly Australian and British),
aocounted for 40 per cont of the totas production in 1963 and about two-thirds of the
output of Peninmular Thailand. Gravel pumping and hydraulic extraction sccounted for 42
per cent of the total production in 1063. Most of the 131 mines using this method were
operated by Thais or Chinese duaent.-y

1/ International Tim Coumsil, §t
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37. is mey be seen from the above table, almost the entire production of tin-in-
concentrates wes exported till 1964. However, from 1965, Thailand entered the field

of tin smelting with the establishment of the Thailand Smelting and Refining Company
Limited, a joint Thei-american venture for the specific purpose of smelting the local’y~-
produced tin ore. The company, with & smelter in Phuket having an annual production
capacity of 15,000 tons of tin metal from about 20,000 tons of tin-in-concentrates,

has s totel registered cepital investment of 18 million baht, of which 70 per cent is
invested by tho Union Carbide Company of the United States, and the remainder by the
Eestern Mining and Developsent Company of Thailand. The plant started operation in
augusi 1965, and plens ere reported to be under way for expanding its production
cepecity by about 50 per cent from the second half of 1966, with the construction of two
more furnaces, so that 30,000 tons, instead of 20,000 tons, of tin-in-concentrates per
year can be smelted.l/ Under aon agreement made between the Thai Government and the
Thailend Smelting and Refining Company, all ores mined in Theilaond are to be smelted

by the company. arrangements for the purchase of tin ore by the company from the nines
have been made after several meetings, whereby prices to be paid by the company for the
tin ores will be in line with those paid for ore accepted by the smelters in Penang and
Singnpore.z/

38. Total tin deposits in Thailand are estimated to exceed 1 million tons, while new
develcpments in mining techniques have led to the discovery of vast new deposits offshore
of Phuket province where nev mincs have already been opened. Tin preduction will vary
with the level of world demand and if the current price level is mainteined, the 1971
production target of 32,000 tons of tin ore mey, according to the second plan, be
surpnssed.z/ 0f the 1971 target production of 32,000 tons, the plan allocates 30,000
tons ‘or exports, and 2,000 tons for consumption and inventory.4

Bongkok Bank Monthly Review, March 1966, p.87.

Ibid, July 1965, p. 172,

wier
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S. lenioce fleur ond meal, Tepionn is a starch made from cassava root extensively

cultiveted in the iropicill arees of .frice, South America and So'ith end Sonth East
Asia, the leadinpg proliccers being Brezil, Nigeric end Thailend, eccounting in 1963/64
respectivaly {or 22,3, 22,8 and 2.1 miliion metric tons of cassevay or 26,3, 15.0 end
2.5 per cent of (he world'a cnssave production of 85.2 million metric tons,

4G, Caas~va producis rncinde taptece flour, noinly used industrizlly, shredded
cesoeva, tepioct ropl erd tapiner wnaste, rll of which are used as feeding sinff for
livestock. according Lo ine VWCTAD classificelion referred to in paragraph 27 abovo,
tapiocan flour nnd mesl are d:fined ns manufactures, and shredded casseva and tafpioca
waste as vrinary commoedities,

41. .s roted carliev, luring 1960-65, while exports of tapioce flour end meal rose

by only 5 per ceny from 27CG to 28« nmillion beht, exports of topioca waste and shredded
cassave rose twenty-cight fold Zrem 14 to 392 million bant. This shift in the
composition of tepivce nrodverts. vhich anccounts for the slow growth rate of manufactured
items in Thailand, was cnused mainly by the imposition of & specicl levy on the import

of tupioca mecl into th: «%C area which came into effect in July 1962, whereas shredded

cassava or *‘opiser ciipn oscuped this sweciel taxatmn.-/ Also, as shown in Table 4,

the dvop 1n the quunlit: ~f tarisen flour exported from the peak of 278 million baht

in 1961 +o 159 nillion beht in 19(2 wes ettributed largely to a change in the source of
supply on the yart ol the Vuied 3'eters from Theiiand to Brazil, which lowered its
export price cs n conseoucrnce of the clicretion of foreign exchange retes in the country,
In the Federal ldepublic oX Girmeny, the other major buyer of Thuiland!'s tapioca fiour,
the reduction »r discppearence of [rorie may be ettribited to the imposition of o
special levy as in the case of tipioce mrel.  Exports of tepioca flour from Thailand
thus showoed & decline of 120 zillion baht, from 246 nillion bYeht in 1961 to 126 million
baht in 1962, to these two countrios.

1/ Tepioca .ssociation of Thailand, Xoerbook 1963, p. 29.
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gxports of tarioer ilour, 196U-65
(nillion bruo;

Ioporter 1960 1961 1962 1963 1964 1965
Unitoed States  152.3 186.C 102.1 . 160.9 177.6 . 190.9
Geruary, federnl : ' ; ‘

A\:L‘Public ”1 ' ’:bol 45-7 2307 l¢2 - i -
tnitad kindo 2 14.6 o7 1.2 .l X 0.1

b

Jourcot lntional Strtisticul (ffice, 3totisticnl Yecrbool of Thailand,

o e e
1965, p.303; Departrent of Customs, lorcign Trade of Thailopd,
1965, velo I, PT‘ 250‘1

42, .part from incrensed difficulty of aceess to the EEC cree and devaluation of the
crugeiro resulting in o lovering of the exteraal price of Breazilian products on the
vorld market, the tcpioco flour and meol industry also suffers fror a third external
factor, the dispute nver the freight rebate and the freight-rate increase with the
Thailand-Euroye Shipping Conference. The Conference has proposed o freight-rate
increcse for tepioca meal to be effective as of .ugust 1966, >usting that in force
fror april 1966, by 5s. per ton and for shredded cassave by Ts.6d, per ton. This
inerease, however, w-s put off agaim in December 1966, following the urpenls to the
Conforence by both the Governrment and the tapioea exporters. The shipping companies
elaim, however, that a 12 per cent incrense is required owing to the incroase in
shipping oxpensss, Freight rebate is o general practice for bulky curgoes in
internstional sea trassportation. The Thailand-Burope Shipping Conferonco is reported
to have withheld the rebate, which mecounts for about 10 per cent of total freighs,
fron the exporters,

43, In the meontime, the tapiocn imdmstry is confronted with the probiem of surplus
capacity arising frou the presence of many small and imefficiont producers. In the
moin producing area of Cholburi-Srireeha-Rayong, there were in 1963, 178 tapiocea flour
factories, laorge and small, with s productive capacity of 7,300 piculv-v or 438 tons,
and about 600 tapioca meal fu:tories. In thot year, it was reported that "meny
factories havo suspended operations or do not work to full capacity. It seems that there
is a surplus of milling capacity. The demand condition for meal does not warrant so
many mills, wvhich sprang up like mushrooms in 1960-61 in rosponse to the high price

1/ 1 pioul = 60 kg,
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and abnormally good demnd."-l/ As a woy out, 1963 paw the founding on 28 June of the
Tapioca association of Thailand, whose nims cre: (1) to combine &ll treders closelys;
(2) to render facilities to nll parties conrerned, that is, growcrs, prcducers,
exporters and others; (3) to solve problems or scttle any disputcs that mey arisc;
(4) to helyp farmers to increase their yield per raig/; and (5) to held the merket so
ns to preserve Thailand os the world's largest producer of tejioco. During the first
three years of its history, 1963-65, the A.ssociatiun is strted to have rerformed the
following functionst (1) halted the increase of freight rotes on tepioce products;
(2) provided members with second-hand gunny bags in time of shortege at n lower price
thau that prevailing in the local market; (3) rendered customs fecilities in the
import of paper bags, (4) revised and modified the sclus contract proposed by west
Germon importers, and (5) took & part in inviting on expert from the United States to
odvise on how to increasc the erop yield.3

44, In view of the unfavourable external factors, and surplus capacity among the
topioca flour and meal producers, it is not likely that the industry will undergo
further expansion during the period 1966-70. s noted carlier, although the exgport
value of tapioca flour and meal during 196G-65 rose by five per cent from 2Y0 to 284
nillion baht, the quantity exported remeined somewhat stotionary at around 220,000
tons. This stationary trend in exports is implicit in the limited increase of only
7 per cent in tho casscvn production from 2,34 million tons in 1965 to 2.5 million tons
in 1971, under the second development plan.ﬁ/

45, Malze nenl. Maize is o new crop whose output has been almost doubled from 544,000
to one million metric tons during 1960-65, owing to growing demand, gparticularly from
Japan, During this period over 90 per cent of tho total output has been exported. uf
the total export of 804,400 metric tons in 1965, Japan took 560,000 metric tons, or
70 per cent, The other major customers of Thai maize include hong Kong, Singapore and
Malaysia, which took in 1965 respectively 81,800, 81,600 and 53,900 metric tons.

)}/ S.Y. Lee, "Thailand's Tapioeca", Bangkok, p. 39.
4/ 2.3 rai =1 acre.
y I!igo’ PP. 1-20
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46, iaize is a3 e ground into malze mee’ as o livestock feoding stuff for local
consmption and export to <he neighbotvirg rountirics of Melaysie, Singopore aad horg
¥ong. Maize meal export to these eouairics, not heing subject to any soeeinl imjort
levy as La the esse of tapioca woat =n vhe AWl nres, on iperensed sbeadily foom 2.8
milYwon baht in 1665 +o the ponlt of )7 piliion bohit in 1665, but sufferad e scibncek
4o 34.9 rillion boht in 1665, thic ouiback T8 ¢ce malaly to o oredin.tiorn dn tne injort
0f T o1 maize mord fnto wniovein and Poitish Nooth dovoco; owing o the coming into
cperction of 4heir own malizn meed “ncorins, e stotistics of maize meal ercort rom
Thailend dvrinz 1967-45 cre showrn below,  (omrared with export of meize in its yrimary
form, export ou =mize mwal wm unted o only 2.3 por cent dnxing the sane perisd.
Teble 9
Lipores o7 neize menl. 1960263

(Quantities in metric tons, v~lue in thousend baht)

- s . r - a——— -
' i f ¢ ¢
; Singapore Ualeysic Feng Kong Others : Totel 5
Ye‘—’,r Do i - .o—- Ler o — ——— an o -—-—-—J

l,‘m.nmtv Valuc’ouanb;ty Value. Jucatity Velue ,gx.antit) Velue ng.nuity, Value

- o . . ,.--.4-..- — e o it wdn o ——— —— - ’ o e - - — ® s—
1965+ 1,250 1,311 1,060 ' 1, 183- 13 353 f 2,633 2,848
196, . 161 1451 445 "5120 1,373 1,460 | . 1,979, 2,117
1052 1 5,u70 | 6,146, 5,033, 5, 778, 1,339 ' 1,822, 11 67! 11, 72; 13,013
1653 | 9,853 112,¢33' 11,436 14,124 1,611 ~ 1,915¢ 538 695 | 23, 439!28 767
1564 ' 14,280 :18,6‘_7; 13,126 ;16 644 3,245 4,794, 1,231 ' 1,(«<5  31,891{41,70
1055 1 14,917 13,893 8.490 11,124; 3,267 1 4,301, 293 ! 452 . 26,973 34,861 |

Sourze: annacl Statemend of Toreign lTrede of Thailand, 1960, 1941, 1962,

—--

1963, 1964 and 1965

47, Ia the second developnert plen (1966-71), the Govermment planned an increase in
moize production from 1 nmillion metric tons in 1965 to 1.5 million metric tons in 1971.
In view of the 1965 docline in exr rt of maize meal, and of the repid rate of exponsion
duriag 1€61-64, it nppears *+ho* mnize meal export will not again undergo a similar rate
of increese aos in 1661--54, especinlly sirce the crushing of meize into maize meal is o
simple operation which ean be gradualiy developed locally in the importing counirics.
48, Procesced timber. Ne:t to unwrought *tin and tepioca products, processed timber,

mainly from teak and ynng, is the largest item of industrial export from Thailand,
emoun+ting in 1965 to 176 millior boibt, or 12,1 per cent of the total valuv of industrial
exports of 1,454 million baht.
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NOTS

The UNCTAD scercteriat, in co=opcration with the regional cconomic commissions,
is corrying out ~ number of country studius in Lotin america, ofries and ssin to
determine the immedicte ond futurc prospccets for incrinsing the cxports of monufnce

tures nnd suni-menufectures from sclected develo i countrics,
>

The object of these studius is not to present an cxhoustive annlysis of the
vxport prospects and problens of the countrics conc -rned, but rether to drow
attention to the scope for incrersed cxports ond to the measures which might be
trken in this respeet. In the eose of developing countrics which do not posscss
~ny significnt cxport indust .cs, an ~ttanmpt hes buen ande to ostincte what would
be the cxport pnospucts if expert=oricnted industrics wore ostoblished ns nn

integral part of the industricl develepiient of these countrics,

These studics should, thercfore, be regorded as only port of the oxenminction
of the pussibilitics of buililing up ~nd cxponding the oxgorts of nnnufoctures ~nd
suid-enufrcturcs from the deviloping ccuntrics, The present study (! cuuent
TD/B/C.2/42) ~nalyses the sh. rt and ncciuretormn rrospects for oxports of nonufrc-
turcs nnd suid-nenufrctures fron Theilond, o suLanry ~nd the conelusi ns rerched

in this stuly ~r¢ contnincd in paragrrphs 1 te 15 below,




49, Teak is one of the most valuable world timbers, as it possesses hariness and
Aurebility ns well es decorative properties, 1t is used =s rew material for shiy-
building, fine furniturc, l!uv.r =nd window frames, wharves, bridges wnd so on. lo the
early 1960's Burma protuced 75 per cent of the world's teak supply, tollowed by lnidia,
Theiland, Indonesie und Ceylon. Mueh of the best quality teck is cxjorted from Burme
and Thailend.

Teble 1U

Production, exports and eyparent consumpticn of teak, 1960-65

(thousend cubic meters)

; Yeer . Timber cut Exports , syjerent }

% : | donestic j

j j ! consump tion ;

i N . &

| 1950 154 i, 101 53

-. 1961 106 : 65 41 i

! 1962 f, 123 40 &3 |

! 1963 ; 144 ! 32 b 112 l

* 1964 143 ; 40 10? ‘

1965 é 284 | 45 209 |

| } , + ;

annuel average 154 54 : 100 E
Per cent 100 35% f 65%

Source: Thai Teak, p. 27

50. Of the totel teak timber cut in Thailend during the period 1960-65, about 35 per
cent was exported., The ratio of exports in totel production hos, however, shown &

decline from 66 por cent in 1960 to 18 per cent in 1965, owing both to a decline in

production between 196G and 1964 and an increase in apparent consumption arising from
heightened constructicn activities under the first development plan (see Table 10).
51. Teak exports consist of two mojor categories, namely, teak conversions def{ined

by UNCTAD as e semi-manufacture, and teak logs defined as o primary commodity. From

the Table 11 below, it may be seen that the proportion claimed by teak conversions in
total teak exports declined from 70 per cent in 1960 to 58 per cent in 1965 in terms of
quantity, and from 67 per cent to 55 per cent during the same period in terms of velue.




Table 11

Export of teak by item, 1960-65

k]
guntity (1,000m ) - Vilwe (rillion ‘cht) 5
ltem - - " 1
| 1960 1965 t 1960 L 1965
~ Teak conversions 5 7C.7 26,4 239.2 ! 112,1
Toek squeres f 9.5 1.9 » 14,6 t4,3 g
Teek planks 1C.8 bo3.3 | 81,0 i 17.5
Toak boaras “ 17.3 9.5 Y T5.4 i 50.0
- Teak scantlings | 30.4 11.3 o 79.3 8.0 |
I Terk Jdacks : 2.6 - b 14.8 ‘ 2.3 !
TUPJ(, Het'o 8, ! 01 - ‘ 02 i -
; i H
Terk logs 30.3 18.6 116.9 88.7
H }
Totel ; 101.0 45.0 356.1 | 200.8 -

Source: Department of Custons

52. Exports of milled timber other thar teak, consisting mainly of milled yang timber,
also showel a decline during 1960-65, by 33 per cent in value and by 43 per cont in
quantity. During this yeriod, the yroportion o2 simply worked yang exports in total
exports fell from 94 per cent to 88 per cent in value; in volume the fall was slight,
from 96 par cent to 94 por cent. On the whole, there was t risc in price of processed
timber owing to an increwse in demand.

Table 12
Exports of milled timber other than toak, 1260-62

; ' Cuantity (1,000:93) i Vclue (million baht)
i Timber ™
1960 1965 . 1960 1965
| Yang, simply worked 107.8 \ 59.8 ; 89,2 ; 56.3
. Gther timber, simply ‘ ‘ t g
worked ) 4.8 ' 4.1 | 6.1 { 7.8
! : ; ’ '
Totnl Q 112.6 j 63.9 ‘ 95.3 | 64.1

Source:  Department of Customs

53. it is thus clear from the above survey that during 1960-65 processed timber,
including teak conversions and nilled timber other then toek, has shown a docline of
48 jer cent in the value of exports, from 335 to 176 million baht., In quantity, the

declinc during the samo period is from 183,000 tc 99,300 w’, that is, by 51 per cent
(sea Teable 13).
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TABLE 13
Exportg of procesged timber, 1960-65
Iten | Quantity (1,800 n°) Value (million baht)
1960 | 1965 1960 I 1965
‘Teak conversions 70.7 l 26.4 239.2 112.1
Milled timber other |

vhan teak 112.6 1 63.9 i 95.3 64,1

! 1
| Total 183.3 0.3 . 3345 | 176.2

Sourgces Department of Customs

54. The most important factor accounting for the decline in the export of processed
timber is the rise in construction activity under the first development plan,
(1961-f0). To take teak as an example, the risc in apparent domestic consumption
during 1961-65 1is from 41,000 to 209,000 m3, with a consequent decline in exports
from 65,000 to 45,000 m3 <uring the same period. This rise in construction activity
is implicit in the high rate of growth of the national eeconomy, which is placed at

7 per cent por annur under the first plan, and projected to be 8.5 per cent under

the second plan (1966-71).

55. A second factor is the decline in the production of timber attributable to
reckless felliny in the past and the policy of the Government to conserve the rapidly
dwindling timber supply. In 1955, the volume ot teak timber cut was reported to be
306,000 m3, but this fell heavily in the post-war years to 106,000 m in 1961, from
which year the volume began to rise again gradually till it reached 254,000 mg in
1965.1/ The entire forest area of Thailand is stated to be approximately 263,200 kmz,
or 51 per cent of the total area of the country. One of the policies under the

first plan was to conserve at least 50 per cent of the total area of the country as
forest reserve. So far, however, forest reservation in an area of only 48,200 p—

has been completed, leaving the balance of 215,000 kn® to be further implemented.
Afforestation in these areas suffers from-illicit and destructive felling; as a result,
in spite of the government afforestation programme, owing to the shortage of heavy
equipment only about 5,000 rai of teak and 8,000 rai of other timbers are planted
annually.ib/

)/ Board of Export Promotion,

Ihei Toak, Bangkok, 1966, p. 27.
jopment Plan, 1966-71, op. c¢it., 131-132
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Choobeands o s Lade, thero are forty-four
i Pl the ke fhye Rlver, eonswndng per mill
! i oLy, Tard cnwellls proveil bocause ot (1) the
1 one o v odaeing coneral- arpose timber of the sarne small
T PN RSO O RC R A% SO T Aoy orouy larcs mills soawing 100 n’
oy culnrity an the size of tesk 1oy (3) appliecability of skilled labour
pooak it 1 sk lope inoonall mille. I 1965, the Government banned the

in view »f sur_ lus sawing copacity and the limited
IS 3 ¥ o

)

ook leo nrodiastion is in the hands of the Forestry Industry Organization, (FIC),

vortieos ey wetaolished in 1956 to nationalize teak oroduction. 4t present,
f oriyoworkine wiits of teak forests in Thailand, the FIC is working thirty-one
oo nna part of A anit perated under the unreneved leases of the Joint Timber
Loy of the pomndnin eight units and part of a unit, leasss have been granted

C o dndigencus eomporeinl and experimental undortakinges to work all but three units,
e . 1
wolet 0ol remain unlunsed.*/

oree ol handicerafts.

———

Thnl handicrafts cxported from year t., year include, in their
© of lmportance, precicus and semi-precious stoncs, silk fabrics, silver nicllo-
Wi, eopper, bronze and brass tableware, and wood carvirgs (see Table 14 below).
TABLE 14

@.xmrﬁgai_ham.%c_r_gft articles, 1960 and 1965

thousand babt )

Iton 1960 l9f>5
L Value y 4 Value %
Precious and semi-precious siones,
uorked or unworked 20,059 36.4 70,928 60.0
Silk fabrics 17,018 30.9 32,138 27.2
,Silver niello-ware 12,397 22.3 10,046 8.5
Copper, bronze »r brass tabloware 5,449 9.9 3,057 2.6
wood cmj.ngs 174 .5 2,019 1.7
Total 55,097 100.0 118,188 100.0

gources Department of Customs

—— amm———;

1/ TIhai Tegk, op. cit., p. 19.




Dl The major handicrafts whose exports have inereacsed rapidly betweon 1960 and 1965
their share in total
Thesc

4111l be dealt with in the present section, leaving the minor handicrafts to be covered

are precions ond sonl-precicous stones as well as silk fabrico:

handicraft exports rose fronm 67.) per cent in 1960 to 87.2 per cent in 1965,

ander Sroup B industries, each with an.export value in 1965 of less than 29 million

but more than 1 million baht.

60.  Precious and semi-precious stones, notably sapphire and ruby, are produced nuar
Kenchanaburi in tho eastern Thailand., Mining of these stones is very primitive, mainiy
Land is leas=d and dug with manual tools, and success depends mainly on
cxpericnce and luck. Raw stones are generally brought to Bangkok for cutting and
polishing. No statistics on deposits and production are available, but tradc returns
reveal the value and destination of exports for various types of stones, both cut and -
uncut (see Table 15 balow).

oy hand.

TABLE 15
s of preciy semi-precious gtones, 1960 and 1965
thousand baht
1960 1965
Item
Uncut |Cut but | Total [Rardent | Uncut |Cul but| Total |Pcr cent
not set not set _
Sapphire 1,359 10,390 | 11,749 58.6 4,227 145,347 | 49,574| 70.0
Ruby 2| 2,432 | 2,434 1l2.1 61 [16,333 | 16,394] 23.1
Zireon 13 | 2,845 | 2,888 14.2 | - 2,852 | 2,852| 4.0
Emerald 2 2 - 58 58 .1
Diamond 5 5 -
Precious and semi-
precious stones,
n.e.s, 209 2,808 3,017 15.1 348 1,679 2,027 2.8
Total 1,583 [18,477 | 20,060 | 100.0 k,640 [66,268 | 70,909 100.0
Per cent 7.9 9.1 100.0 6.5 93.5 | 100.0
Soulcgt Department of Customs

61.

Of the total precious and semi-precious stones exported, 7.9 per cent in 1960

and 6.5 per cent in 1965 were uncut, while over 90 per cent were cut but not set. The
most important export item is sapphire, whose exports rose fourfold from 11.7 million
baht in 1960 to 49.6 million baht in 1965, accounting for 58.6 per cent of the total
exports in the former year but rising to 70 per cent in the latter. Sapphire, or star




foocedc s 1L Lo aenerally callea, is famouse Lo ite sperkling ster in the stone when
chowe onlor sunshine  # lemps 1, e, In postewar years the Thai sior sapphire has
poeore well known o forcigners; its special charactoricties hiave not unly attracted

the citontion of tourists, but alss ercuscd the interest of the werld's stone importers.
Major sapphire importers are the daveloped ¢ untries, notably the United States, the
Unitul Kingdom, Switzerland, Federal Republic of Gumwmny, France, Italy, the
Netherlands and Japen, in addition to the cntrepdis of Hong Kong and Singapore.

TLELE 16

Exporrs .f g2k 'a:_;ﬂp&.r;l.fls_}ﬁ@..anm.‘i
tnouscad baht
? Sa;:phir{:g/ Mbyy
Importer e e - ——— T
1960 | 1965 1960 1965
1
United States A,143 ¢ 13,673 308 2,604
United Kingdom 3,119 13,4156 1,679 5,128
Swiizerland 459 7,141 124 3,022
Heng Kong 252 4,423 123 1,801
sermany, FOR, 20 1,838 12 863
Japan - 1 » 562 - 1 » 229
France 11 809 8 854
[taly 3 542 - 119
Netherlands - 418 8 118
Singapore 74 348 99 -
Other 309 1,177 71 595
Total 10,390 45,347 2,432 | 16,333
source: Departiient of Customs

g/ Cut but not set

62, The cxport value of ruby in 1965 was cnly one=third of that of sapphire., The
rubies went to almost the same group of devcloped countries and entrepéts as sapphires.
Other export items includc zircon, emerald, diamond and others, amounting t» about

5 million baht, or 7 per cent of the total exports of precisus and semi-precious stones
in 1965,

63. Silk fabrics. Although silk fabric production is a very cld-established handicraft
in Thailand, it remained virtually unknown outsidec the country until aftor the second
world war, when the fabrics began to be exported as the result of private commercial
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initiative .fhereafter trade increased very rapidly - betwecn 1952 and 1964 the value
of exports grew almost seventeen-fold from the base~year total cf about 2 million baht.
The development of this industry has not only brought to the country an apprecleble
amount of fereign exchange earnings, but has also helped to provide enplcymont and
income to the people living in the relatively less-developed part :f the couniry in
the northeast. Today, 134 firms are rcported to be employing thousands of puople for
the mavi.i? of Thai silk, while some 240,000 families are engaged in ihe production of
rav silk.
TABLE 17
Bxuorts of silk fobrics, 1960 and 1965

. Qucntity Jalue
Importer (100 sq. yd.) (1,000 baht)

1960 1965 1260 1363

Hong Xong 718 1,633 bybdids 9,679
United States 755 960 bybl5 6,199
Australia 244, 480 1,678 2,931
Sweden 35 394 260 2,460
United Kingdom 410 306 2,683 1,921
Singapore 121 277 1,000 1,622
Switserland 60 241 390 1,140
Other 304 968 2,119 6,186
Total 2,647 5,259 17,019 32,138

Source: Department of Customs

64. Exports of Thai silk fabrics, mainly to the United States, Australia, Sweden, the
United Kingdom and Switserland, as well as tc the entrepdts of Hong Kong and Singapore,
have doubled from 17 million baht in 1960 to 34 million baht in 1963. After 1963,
value of exports fell slightly to 33 million baht in 1964, and 32.1 million baht in
1965. .

65. The standstill of Thai silk exports during the three years 1963-65 may be
attributed to the difficulty of increasing production on the one hand, and the rise

in domestic demand on the other. Statistics on tho extent of production are lacking,

1/ Board of Export Promotion, Thai Silk, Bangkok, 1966, p. 1l.
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cupervicl noor oot L. The kandierart poiurs 0 the gr ooty coing fundamentally

the e process. s vl wenving an progarings tho 2ilk as thooo in v oo many conturdes
a2, and civin rice o, hundreds of vorictice in o lonr, desipn and toxture, nakes 1t
Aiffi- 0 to cxoend production to any simnifiennc oxtenc.  The lndustry, operated in

many casce on o osmall seale, is a hendicap to development.  The raw silk used proesencs

.

n clis-inet problem.  Because f the soors nal character of oilk preducticn, nly lar o

cmnifacturcrs ere abl. to finance econcnical purchase f raw ¢ilk at the right sias a.
656, Wiile it is n ¢t possible to estirate the oxtent oI ineransc in domestic conosumption,
one can readily cbserve the spread of Thai silk, wnich has a hi h income clasticiuvy,
wing the Thai middls class in o rapidly growing cconomy.  Alsc, the incrcasc in
tourist traffic in rccent ycars has resulted in an expansion »f local purchases carricd
avey iu person by the incomin,; tourists but not reflected in the customs rceturns,

67, 1In order to expand further nroduction and cxports of Thai silk, bsth extornal

and internal ncasurcs scen called for. Among the cxternal measures, & gratifying
bepinning has been made in the unileter~l, non-reciprocal offer ~f I'reo onory of
handieraft producte, including silk fabrics, by the Governmont of Australin, in its
trade resulations of 12 April 1966. Among the internal rncasures, the most important
i1s the establishment and meintenance of quality standards. According to »fficial
sourccs, the Government intends, by the end ~f 1967, to intr-duce quality control of
exported silk fabrics through the Ministry of Econoric affairs. It is propesed to
test cach bolt of material for fastness of dye, purity of fibre and number of threads
to the square inch vofore export clearance is zrantod.

68. Iuport substitutes. Under its first development plan Theiland has undergone a
process of industrialization designed mainly for import substitution. As a result,
production of mejor industrial products has riscn greatly, as shomm below.

g
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Cotton fabrics (million sq. yd.)
Gunny bags (1,000)
Sugar (1,000 tons)
Paper (1,000 tons) 13.3
Tobacco products (1,000 tons) 10.1

Petroleum products (million litres) -9/ 1,802

Sourge: Bank of Thailand, Angual Reonomde Report and Monthly Rewort
o/ 1961; b/ 194 g/ Up to September; ¢/ 471 million litres were
first produced during August-December 1964.

69. As showm carlier in Tadblo 3, some of the above items wore oxported in 1965,
recording 40.9 million baht for Portland cement, 39.7 million baht for petroleum
products, 2.3 million beht for paper and 1.2 million baht for gunny bags. In the
presont soction exports of the two major items, Portland coment and petroleum products,
will be briefly reviewed.
70. Coment. When used for the purposes of general construction it is usually called
construction cement, that is hydraulic cenent which is not only mixed with water but
will set and harden under water. Of the hydraulie coments, by far the most important is
Portland coment. As raw matorials for cement production, such as limestonoc and gypsum,
are found in most countries of the region and freight charges, compared to production
costs, are relatively high, cement is genorally manufactured locally and not imported
from abroad. This is also due to the simple technical knowledge required for
production and the difficulty of stocking beyond a relatively short period of four
months arising from the chemical properties of cement.
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71. In Theiland, the Sianm Cenont Company, ¢ privatc cnterprisc, was sct up in
Banzsue, Bangkck in 1913 and started production in 1915 with an ~nnual capacity
.f 20,000 tons. In order to cope with the increasing local demand, the company
cxtonded its activity and put up twe sther plants, one a nuch larger plant in the
Tha Luang discrict, Suraburi province, and another in Tung Sons: in the south. In
addition, anothcr ccuont plant was first sct up by the Irrigation Dcpartment of
Thailand to supply cemcnt for the Yanhce Dan construetion, but was subscquontly
turmcd into a private concern called The J - lapratara Cinunt Cempany. This plant
startod its operation with a producti n capacity - f 200,000 tons por annum.

TABLE 19
b'm_zu.ndmw Mot ont congs a.z&._.a...f_f' fon of Fortlanc coment, 1960w65
3,000 mctric tons
Ycar Production Imports Exports Apparont
consunmption
1960 543 12 24 531
1501 800 6 157 649
1962 967 32 179 820
1963 997 17 144 870
1964, 1,059 7 102 964
1965 1.28 7 106 1,149
¥ Saurcct Bank of Thailand and Department of Customs

72. ¥Yortland cement production rosc rapidly efter 1960, and was more than doubled

in 1965, when procuction rose to 1.2 million tons. By 1966, it further rose to almost
1.5 million tons. This increased production wont largely to meet the rising domestie
dumend, which was accelorated in 1966 by the construction bcom arising from the war
in Viet-Nam. Exports have fluctuated from year to year, nevortheloss shoving a
declining proportion in t-tal produetionj it amcuntod t: less than 10 per cent of
production in 1965.
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Item 6 of the pr~posed revised provisional agenda

MEASURES FOR THE PROMOTION, EXPANSION AND DIVERSIFICATION
OF EXPORTS OF MANUFACTURES AND SEMI-MANUFACTURES FROM
DEVELOPING COUNTRIES; CO-OPERATION WITH THE UNITED NATIONS
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This study analyses the short and medium-term prospects for exports of mamufactures
and semi-samufactures from Thailand; it is one of a series of such studies relating to
other developing countries in Latin America, Africa and Asia, and was completed in
May 1967,

These studies have been undertaken in conformity with the programme of work of
the Committee on Manufactures, which states that the secratariat of UNCTAD should take
appropriste steps to prepare an exhaustive study of the world demand for, and supply of, -
sanufactured and semi-manufactured articles of actual or potential export interest to
developing countries and of relevant trends of international trade in such crticln.y

1/ For the programme of work, see report of the Coomittee on Mamufactures on the
first part of its first sessionm (10-20 August 1965), printed in
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73. Under the socond development plan, (1966-71), Portland cement production is planned
to rice to 2.8 million motric tons by 1971, of which 800,000 metric tons are for
exp.rt., In vicw of the low per ¢gpita consumption of cement in ncighbouring countries
such as Burnma, the Republic of Vict-Nam, Laos, Cambodia and Malaysia and thoir inability
L. augment their own production, further increasc in cxp-rts »f Thai cement, as proposed
in the second plan, appear: foasible.

T4, In order to cope with the preoposed increase in praduction, The Sian Ccment

Gompany is carrying out an oxpansion programmc of adding another 240,000 tons por

year to its Bangsue (Banck.ok) plant in 1967, and of doubling the Tha Luang plant's
capacity from 600,000 tens v> 1,200,0CC tons per year by thc ond f 1968,

75. In addition to the production capacity, availability of sca transportation is

also a decisive factcr for cement export. Cement is transported in rather limited
quantities, say about 1,000 ions per lot, to the consumption markets. It is reporte
that the Thei Govornmont has a plan t- build small ships of 1,200 dwt for coastal and
riverline shipping, and has appropriated a sum of 15 millicn baht to the Royal Thai
Navy tc set up a shipyard at the Bangkok Dock for this purpose. When the project
materializes, cument exports may benefit from the swift and low-cost freight servicc
to be provided by tho new fleet.

76. Petrgleum. This is not only a mejor source of energy, but also an important raw
material for the petro-chomical industry. Thailand has very limited putroleum
reserves, but has imported crude petroleoum for the rofining of petrcleum products in
recent years,

77. Local consumption of petrcleum products is estimated to have been about 35,000
barrels (158.984 liters each) a day or about 12.8 millicn barrels during 1962. The
consumption is estimatcd to increase at the rate of 15 per cent per annum, and total
conswiption in 1970 would stend at 80,000 barrels a day or about 29 million barrcls a
year. From these figures it can be esiimated roughly that total requiremert of
petroleun procducts in Thailand for 1966 w-uld be around 20 million barrols.

78. Thailand now has three rofinerics in operation. The Thai Cil Refinory Company
Ltd. (TORC), put intc operation in Siracha in Docombor 1964, and nov running in full
capacity, turns out over 14 million barrcls of potroleum products anmually, comprising
of the following items:d/ '

Y/ The Bangkok Post,
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(1,000 barrels)

Liquid 15
Jet fucl 795
Ordinary notor spirit (83 octane) 3,758
"Super" moior spirit (95 wetane) 146
Keroscne 785

Diesel 011
for cars 3,070
for industry 1,020
Bunker oil 4,096
Asphalt 315
Trtal 14,000

According to the coniract signed betwecn the Royal Thai Government and TORC, the latter
will operatc the refinery, which was constructed at a cost of 685 million baht, for

a puriod of ten years, ot the end of which it will be turned over to the Government
vithout cumponsation. In addition, the Company kas to pay 25 per cent of the net
vroi'it annually t> the Government. ' :
79. The Surmit Industrizl Corporation (Panama) operates a refincry at Bangjark with
a daily capacity of 5,000 barrcls which has rceently bosn increascd to 10,000 barrels.
This rcfincry, which was not in opera“ion beforc its takecver by the Corporation, is
leased from the Defunce Bnuriy Dapartment of the Ministry of Defence.  According to
thc leasc agreoment, the Summit Industrial “orporation is to build another integrated
refinery plant with a daily capacity of 20,000 barrcls, which is to be turnud ovor to
the Government upon toerminaticn of the agreement in fifteen years. Construction of
the now plant has alrcady commenccl, and it is due for completion by the ond of

1967,

80. Tho Fang Refinery, which treots the locally-produced crude oil in tho north of
Thailand, has a daily capacity »f 1,000 barrels

e T T S e E T G stk . T e
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8. Apart from thc abovo threc refinery companics, the Government has approved
tho establishment of two asphalt plants to process 7,000 and 3,000 barrcls of
imported crudec oil per day respectively, to produce gasoline, kcrosene, dicsel
oil and asphalt.

TABLE 20
1,000 liters
Item Malrysia Singapore Japan Total
Gasoline or spirit 14,988 23,522 - 38,510
for gencral use

Kerosene - 3,59 - 3,595
Pil, diesel 7,555 - 74555
Dil, heavy fuel, n.c.s. R7,239 76,289 17,913 121,441
Sub-total 42,227 110,961 17,913 171,101

82. Of a total production of 1,802 million litors in 1965, total oxports amounted
40 171 million liters (see Table above) or 9.5 por cent. Total exports in 1964,
the year when petroleunm products were first exported, amounted to 471 million liters
for the five-month poriod August-December. Ccnverted to an annual rate, this
reprosents 1,130 million Viters for tho year. The ratc of increase in exports of
petroleum products in 1965 would thon come to about 16 per cent, which is close to
th> estimated annual increase rate of 15 per cent in local consumption. The problem
regarding Thal exports of petroloum products appears to lie, however, in the
discovery of export markets or domestic uses for certain types of locally-produced
potroleum products, for example, diosel and heavy oil, for whose full utilisation
the country is not yet prepared.
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(2) group B industries

83, Under Group B there are thirty-six items with a total export value of 270 million
baht in 1965, each item having an export value in that year of 1 million baht or more.
These items, with their export value in 1960 and 1965, are arranged into seven SITC

sections as follows (value in million baht);
value of 5 million baht or above are separately enumerated.

those items having in 1965 an export

SIC pection o, of items 1960 1965
0: Food and live epipals 8 65.3 67.0
Tamarinds, dried 1 4.6 23.9
Rice vermicelli 1 25.1 16.5
Glutinous rice flour l 1.3 9.9
Wheat meal 1 - 601
Qthers ‘ 1703 1006
1s Beverages and tobacco 1 34 1.2
5: Chemicals 4 hel 10.4
6: Manufactured goods classified
chiefly by materials 14 | 28.5 39.2
Silver niello-ware 1l 12.4 10.0
Others ‘ 13 16.1 29.2
7: Machinery and transport
equipment 2 0.3 6.4
Dry cells for flashlights l 0.3 5.1
Others 1 - 1.3
8: Miscellapeous papufectured
articles 8 7.2 18.3
Sarongs, printed 1 1.9 n.7
Other 3 5.3 6,6
9+ Commodities and trapsactions pot
ciaspified socording to kind 3 45.7 127.5
Articles temporarily exported 1 24,7 94.9
Articles diplomatically exported 1 134 16.5
Personal and houschold effects
of travellers and migrants 1 7.5 16.0
Total 36 154.4 270.0
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84. [Food. Among food items, dried tamarinds claim an important ;Slace. Tamarind

is the fruit of a leguminous plant widely distributed in the tropical ereas of South-
East Asia and Africa. GShaped like a pod, it i:c filled with a sweet and acid pulp.

It s consumed fresh, but is also dried as a preparstion for food spice. Exports

of dried tamarind from Thailand durirg 1960-65 fluctuated between 13 million baht
(1961) and 24 million baht (1565). In 1965, the main markets were Malaysia, Singapore,
Iraq, Saudi Arabia and Kuwait.,

85, Rice vermicelli, a favourite food for the overseas Chinese in South-East Asia,
can be mamufectured easily. Broken rice, which is en inferior variety of rice, is
ground into flour, steamed into & fine noodlelike thread, and then dried in the fields
in the form of rice vermicelli, which can be conserved longer than white rice.
Thailand, as a rice-producing and exportiing country, is in a good position to produce
rice vermicelli for exports to neighbouring countries with large concentration of
people of Chinese deccent, including Malaysia, 3ingapore and Hong Kong. During
1960-64 the exports of rice vermicelli fluctuated betwean 25 and 29 million baht a
year, but in 1965, it fell tc a little over 16 million baht, owing to a big decline
in exports to Singapore. Exports of rice vermicelll to Singapcre fell from 8.5
million baht in 1964 to 2.9 mallion baht in 1965, while that to otner destinations -
Malaysia and Hong Kong, fell to a smaller extent.

86, Glutinous rice, production of which amounts to about 15 per cent of the total
rice production,y 18 a special botanical variety which becomes sticky when cooked.
Glutinous rice flour is milled mainly from brokean glutinous rice for making cakes.

Its exports amounted to only 1.3 million baht 1n 1960, but rose to 9.9 million buht
in 1965, Most of this increase in exports went to Japan, to which Thailand exported
only 3,420 baht wortn in 1960, but 7,750,000 baht in 1965.

87. Vheat meal is mads from broken or low-quality wheat unfit for human consumption
by means of crushing or grinding. As it contains & high percentage of protein and
starch, it is a good feedstuff for livestock, and especially good for poultry raising.
Wheat, however, is a monor crop, only recently grown in northern Thailand, and wheat meal
first cmerged as an export item in 1964; in that year the export value amounted to
1.9 million baht., This sum rose rapidly to 6.1 million in 1965, of which Hong Kong

i/ The Siam Directory, 1963-64, A-65-66.
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and Malaysia claimed 2.1 million baht each, Singapore 1.4 million baht, and Taiwan

0.5 million baht,

88. Among the four other items, only birds' nests registered a rise in export value
during 1960-65, rising from 3.4 tc 4.4 million baul, with, however, decreases from

the 1960 total in 1961 and 1962. The other three items - vegetablus in brine;
ba-sac, a preparation from glutinous rice and other ingredients; and foodstuffs for
ships' stores - all showed a decline during 1960-65 in export value.

89. The edible birds' nests are formed by tne fluids secreted from swallows' mouth
glunds; they are collected from the caves of some islands off the cost of Thailand,
and processed for sale by the elimination of foreign matter. They are considered by
the Chinese to possess health-promoting properties, and are exported from Thailand to
countries with a concentration of people of Chinese descent such as Hong Kong, Singapore,
Penang and others,

90. Many varicties of salted vegetable are produced in Thailand. However, owing to
the limited supply of fresh vegetables and increase in local demand, exports of salted
vegctables have registered a declinc, falling from 7.9 million bsht in 1960 to 2.9
million baht in 1965.

21. Ba-sac is a kind of dextrose made from glutinous rice. It is largely for local
consumption, although a small portion is also exported to the neighbouring countries
of Malaysia, Hong Kong and Singapore. Exports during 1960-65 fluctuated between

2.5 and 3.5 million baht.

92. Foodstuffs for ships' stores include a wide range of commodities, of which a
major portion is reportcd to be rice.

93. Beverages and tobagco. The only item with an export value in oxcess of 1 million
baht in 1965 is chewing tobacco. whose cxport value fell from 3.1 million baht in 1960
to 1.2 million baht in 1965, Chewing tobacco is manufactured from a special kind of
tobacco leaf and is then mixed with spices. It is preferred by the working class
especially the harbcur coolivs. The cxports go mostly to Singapore and Malaysia.

94. Chemicals. Four items having an export value of 1 to 5 million baht in 1965

are glycerine, toilet and bath soups, detergents and dentifrices, having respectively
an export valuo in that year of 2.0, 2.6, 4.1 and 1,7 million baht. Glycerine,
manufactured from tne waste solution in soap factories, is mostly exported to Japan
in the form of crude glycerine for further distillation. Toilet soap is manufactured
locally by a subsidiary plant of a large United States concern and is popular in the
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voetlon vith an cxport velue b cxeess of 9 wdLidon §oche ae LD 1e aaly o Liclio=-wore,
a trudiiionad nendieraft of Tlraalend, Lt covers varsons proeducts such as nockiaces,
braccdcte, pins, broociws, butions, ci iret'. cases, i Leays and so on.  The designs
arc distineily inai and appe:l to the souvenir-sceking ‘ourists.  The cxport value
during 1960-65 fluctuated between 10 and 13 million baht, showing a declire from 12.4
million bak! in 1960 to 10 millinn baoht in 1965, owing % u fall in exports to somc of
the major importing countries such as the United States, the Fedwral Republic of Germeny,
Hong Kong and Singaporc. Tre exports to other countries, however, rose, especially

to the United Kingdom, the Netherlands, Donmark, Canada and Australin.

96. AlL the other thirtuen items under this section had an export value ranging from

1 to 5 mllion bant in 1965, Thesc include the threc handicraft items of copper,
bronzc and brass tableware, houschold utensils, orniments and other fancy articles of
wood. Coppur, bronze and brass teblc-wear includc spoons, forks, fish knives, butter
knives, ladles and samilar kitchen or tableware, they are exported to the Unitod States,
Western Europe, Japan, Hong Kong and Singapore. Their total export value fell during
1960 65 from 5.4 to 3 million baht, the fall being applicable to all major importing
countries oxcept Singapors. On the other hand, exports of household utensile,
ornaments and other fancy articles of wood rose rapidly from 193,000 baht in 1960 to

3 million baht in 1965, being exported mostly to the developed countrics, and
especiolly to tho Unitod States and Western Burope. For thesc handicraft producte,
modern designs have becn developod with government encouragsment and assistance. The
Thal Handicraft Centre and the Industrial Products Design Centre in Thailand have
contributed greatly to the exports of thesc products.

97. Two items roquired for packing purposes are gunny bags and bags and sacks for
packing. Gunny bags are mado from locally-grown juto and kenef'y, while bags and sacks
for packing are made from other fibros. Both were exported in fairly large quantitics
for the first time in 1965, amounting Lo 1.2 million beht for the former and 1.9 million
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vahe tor the luttor, to sucn ncighbouring countries as Laos wnd Malaysia. 0f thuese
two itcms, punny bag production lies boen on e fairly lurpe scalc for the last fiftoen
years in order to mect tne incrcasing demand for pecking rice, maize, sorghum, castor
and other oilsceds, tuploca chaps and meal and sugar. Gunny bag production was
started in 1952 by 2 government factory in Nondheburi, just outside Bangkok, with an
annunl capacity of 2 million bags. This capacity was raiscd, with thc establishment
of two more government factorics, onc at Hnxorn Retchasime in the northeast and another
at Seraburi about 115 kilometres north of Bangkok, to 3.5 million bags in 1956 and to
10.8 million bags in 1962. A fovrth factory, with an annual capacity of 15 million
bags, was eructed in the Rengsiti district, about 40 kilometres north of Bangkok, and
cams into operation in 1963. 1t was originally owned by a private enterprise, but
bucame the property of the Government in 1965. From 1963 to the present, four more
factories, all privately owned, have come into operation, raising the annual production
capacity to 49 million bags in 1966. Y Ths second development plan for 1967-71 plans
to raise gunny bag production in 1971 to 65 millior bags. If domestic consumption by
1971 is celculated from tho regression line based on the apparent consumption for the
five year period 1961-65, there will be a productlon capacity of 50 million bags by
1971 (sco Table 21), thus leaving a possible export total of 15 million bage, which, if
estimated at the average f.o.b. uxport valuc of 8 baht per bag, may lead to a total
uxport valus of 120 million baht,

Tablc 21

million pieces ‘

1961 1962 1963 1964 1965 197
Produetion 8.84 10,82 23,12 33.51 39.89 65.00
Imports 25.16 30.83 - 12.35 0.64 censs
Exports 0.10 0.07 0.13 0.03 0.15 15.00
Apparent |
consumption 33.90 41.58 23.00 45.8; 40.38 50.00

Sourca: Ministry of Industry and Department of Customs.

;4o Thailand, op, cit., pp. 196-7
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98. The three paper items are printing paper not out to size, in rolls and sheets;
paper, common for packing and wrapping; and cardboard boxes. They are all exported to
Leos, and have become important during the three years 1963-65, when the export value
rose from 2 to 6.6 million baht.

99. Of the five remsining items, gelvanized iron or steel sheets and plates are
manufactured largely for the purpose of import substitution, with only s marginal amount
for erports, mainly to Laos. The three Thai-Japanese ventures, reported to have a
total production capacity of over 100,000 tons per year, exported no more than a small
quantity of around 460 tons in 1965. In addition, the export value fluctuated greatly
from year to year, being, in million baht, 3.4 in 1961, 1.7 in 1962, 9.2 in 1963, 8.2
in 1964 and 2.2 in 19635,

100. A second item with fluctuating oxports from year to year is asbestos boards for
building, which is also an industry mainly for local consumption. It includes Roman
tiles, corrugated sheets and flat sheets. The board is made with asbestos fibres and
cement, and possesses the oharacteristics of being wood-like, strong, fire-proof, light-
weight and water-proof. Production of asbestos started with the establishment of the
S8iam Fibie-Cement Company Ltd. in 1935, which was expanded and modernised after 19352. By
the end of 1966, the company had a factory at Bangsue comprising eleven modern automatic
sachines for the manufacture of verious types of asbestos, and another factory under
construction at Thung Song which is due for oompletion in late 1967. Its exports,
mainly to Laos, were only a small proportion of the total production. It varied, ia
sillion baht, from 2.4 in 1960 to 1.7 in 1961, 1.5 in 1962, 6.3 inm 1963, 3.2 in 1964 and
4.2 in 1965,

101. A third item with fluctuating exports from year to year is glass bottles, verying,
ia million baht, frem 3.4 im 1960 to 3.8 in 1961, 2.6 in 1962, 3.0 in 1963, 3.8 in 1964
and 1.1 in 1965. This is also an industry sainly for local consumption, with seme
surplus for experts. In Theiland there are two large plants and many seall factories
engaged in the production of glass products for daily use such as glass bottles, cups,
pots, and other centainers etc., Total output capacity is estimeted at sboud 43,000
metric tons per anmun, vhile experts of glass bettles amounted to ealy 576 metric Soms
in 1965,
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Wd. Rubber bands are the simplesi to mannfacture among rubber products, requiring only
elementary tochnica) krnowledge and small « anxtal oitiny, ‘v benofits from exemption

of export duty on raw rubber when this is w.2vd for its production, Rubber band exports,
mainly to Liong Kong, rose steadily during 1960-65, fvom 469,000 bsht to around 1.3 million
babt.

103. Finally, bovine leather and equine leather comes mainly from the Leather Tanning

Organizetion of the Royal Thai Government and fifty-eigtt small private tanneries. The

Leather Tanning Organization has a modern tonnery capable of processing 250 head of
animal skins per day, which will be increased to 300 undcr the second plan. The value
of exports in the period 1960-65, mostly to Singepore and Lalaysia, rose and fell as
follows (million baht): 4.2 in 1960, 2.7 in 1961, 3.1 in 1962, 3.4 in 1963, 3.2 in
1964 and 4.5 in 1965, 1In quantity, exports decreased from 269 metric tons in 1960 to
261 metric tons in 1965,

104, kachipery and transport equipment. Under this section there are two items,
namely, dry cells for flashlights, and chassis and other parts for motor wvehicles,

105. By the end of 1965 in Thuiland therc were twenty-four fuctories engaged in the
production of dry cells, of which six were installed with modern automatic equipment,

and the rest operated on & small scale. Among the six modern factories, three are

Joint ventures with foreign capital, namely, the National Thai Company Ltd. of Japan,
B8 the Ever-resdy (Thailand) Company Ltd., and the Rey-Lamp Battery Company Ltd. of the

; United States. Annual production is estimated to be around 100 million units, Uk-1
| type flashlight batteries is the major item produced, although recently UlM-2 and UK-3
types are also being produced. Bxports, which are mainly to Laos, but recently also
,  to Africen countries such as Kenya and Tansanis, increased from 278,000 baht in 1960 to
375,000 beht in 1962, them rese to 2,174,000 baht in 1963 and 5,969,000 beht in 1964,
f end stayed more or less unchanged in 1965, Ia 1963, the share of exports in total
. production is estimated at 6 per cent, but & larger figure mey be expected in the future
&8 new markets opea up.




Corhor amobid led at che Ooaamittee'e resumea Uirst session,

L e oevoeteria wns roqaonior Lo buay the seape Sor tho expansion of imports of
actire s lemarnrctere s from the dovelsnine to the developed crmntries and
/

. . . 1/
devel pin countries tor inereasing such exports.=

e mencntes toote Lnoon oy the

In adiit: 1, the Comitteo amaed hot for the diversification of exporrs of the
deval-ping ¢ombirics, 1t would te nelpfal to have information on the manufactures
and semi-wamtactures which conld ne produced by the develsping countries and for
whish there is eafficient demand im werld markets to warrant the establishment of
export-orionted industries, ine regard alse being pald Lo the conditions of supply of
the sadd prwducts.if

In ~ompliance with these directives, the Mamifactures Division, in co-operation
with the regional economic commissions, is carryiang out a number of country studies
to determine the immediate and future prospects for increasing the exports of manu-
factures and semi-manufactures from selectad developing countries, The object of
these studies is not, however, to present an exhaustive analysis of the export
prospects and problems of the countries concerned, but rather to draw attention to
the scope for increased exports and to the measurzs which might be taken in this
respect, In the cass of developing countries which do not possess any significant
export inductries, an attempt has been made to estimate what would he the export
prospects if export-oriented industries were established as an integral part of the
industrial development of these countries. These studies should, thererore, be
regarded as only part of the examination of the possitilities of building up and
expanding the exports of manufactures and semi-manufactures from the developing
countries, A summary, together with the conclusions reached in the study, is contained

in paragraphs 1 - 15 below.

1/ See report of the Comittee on Manufactures on its resumed first session
(28 February - 9 March 1966) (TD/B/69 - TD/B/C.2/14), paragraph 9.

2/ Ibid., paragraph 29.
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106. Chassis, frans ort othep parts of potor vehinles Lave bean produced sinco 1964 in
connexion with the cstsil:chmont o wetor essembly slants 1n Baagiok. Three Thai-
Japanese joint ventures, mmcly, raasas gattery (Thaiinnd) Company | td.,, Hong Hemg Thoi
Svring Company Ltd. wend Loyeme Thual Company Ltd., towether with o local enterprice named
Somboon Auto Part aanufacturing Complex arc th. mijor producers, in addition to mecting
the local demand, o small rortion 1s alsu being ¢xported, mainly tu the Republic of
Viet-Nanm, The export value rose fron 436,000 baht in 1964 to 1,319,000 baht in 1965,

107. liscellencous manufneinrod articles, Craler this section the most important item

1s the printed sarong, vhose export wvaluc rosc from 1.9 million baht in 1960 to around
14 million baht 1n 193 and 1964, vt 0t Fedl #a TL.T7 million halit in 1965, This is

@ smali-scule domestic ndustry doveloped mainly to mect local demand, 1%s exports
have buen goingly mainlv to Singepore, the entvepdt for Sonth-East asia, and to other
neighhouring countrics such as wilavsia and Cambodia, Thai printed sarong is liked
because of its vivid colour, fanciful design and low price,

108. The other threc items under this svction ure shawls, scarves, mutflers, veils and
the like; budminton shuttle-cocks: and antiques of an age ¢xceeding one hundred ycars,
109. Shawls, scarves, mufflers, veils, cte., largely made of silk, arc a handicraft
product of a domestic industry, lo addition to on-the-spot purchases by the increasing
number of tourists, exports have also grown, although slowly, from 1.5 million baht in
196G to 1.9 million baht 1n 1965, mainly to the developed countries and to the entrepfts
of Hong Kong and Singapore.

110. The badminton shuttle-coek is a ball of woven rattan used for games, It is
produced in Thailand because of the availability of both skilled.cra.ftsmen and raw
materials.  Exports, mainly to the neighbouring countries of malaysia, Singapore and
Burme, amounted to roughly 2.5 million baht per ycar during 1960-64, but fell to 1.7
million baht in 1965, owing mainly to e fall in exports to Burma,

ill, Exports of antiques are not likely to expand owing to a strict control exercised
by the Thai Government. During 1963-65 exports remained at around 2.5-3 million baht,
mainly to the United Statos and the United Kingdom.
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(3) Group C industries

112, As noted earlior, the greciust number of export items belong to group C, which only
includcs items wiih an expert volue in 1965 of less than 1 million baht each. The
siguific .rce of this preup lics piicarily in the fact that many items have entered the
stege of iuwport sutclilution, orl ray prove in the future to be important foreign exchange
earncrs if tihe expericuce of otler developing couitries is to be talen as a guide, Two
indusirics, in particular, deserve special mention in tais rogerd, namely, canned food

and plywood and venecer, '

113. Cenned food. 1In the course of industrialization and urbanization there bas been

a change in the pattern of food consumption with the intrcduction of processed food
vhether dried, salted, smoked, frozcn or canned. 1In less-developed countries such as
Theiland, dried, salted and smoked food is common, but frozen and canned food is also
geining in importance,

114, For canned food production there are around fifty firms in Thailand. Of these, two
State entorprises, the Sian Thaharn Company operated by the hinistry of Defence and the
Preserved Food Urganization, are the leading ones, producing both for military and
civilian cgnsumption, Both the organizations have two plants each with a combined daily
capacity of 13,000 cans for the former and 28,000 cans for the latter. Three new firms
enjoying the privileges of a "promoted industry” have come into operation recently.

115. The canned food industry, which has developed rather slowly, will expand as the
country develops itself and the national per canite income rises. This is confirmed by
the distrilution of canned food production in the ECAFE region. Of a total production
of 1.5 million tons in 1962/03, Japan contributed %1.5% per cent, Australia 29.6 per cent,
Chine (T.iwan) 7.7 per ceat, Kaluysis 4.3 per cent, Hong Kong 2.0 per cent and New
Zealand 1.8 per t:(mt.-1

')/ Asian Conference on Industsri alization, "Sectoral St.dy on Pood Processing Industries,
Bmkﬂ’ (EC:QE document I&NR/I-M.COM./S‘I’)’ P 1C.
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116. In addition to the rising per capita income, the availability of raw materials for
canning such c¢dibles as fish, vegetables, fruits and meat are more favourable to
expansion amongst the canned items in Thailand, not only for domestic consumption, but
also for export. In 1965, exports of canned food from Thailand to Singapore and
ihalaysia under the heterogenous item " vegotables, preserved and pickled, canned or in
airtight containers, n.c.s., canned", reached 274 metric tons valued at 1,464,000 baht,
In addition, exports of "preparations and products of fish n.e.s., canned" in 1968
reached 34 metric tons valued at 105,600 baht.

117. Plywood and veneers. Plywood is a composite wood panel made of three or more
layers glued together. For thinner panels veneer is used exclusively, while for thicker
panels, sawn lumber is often used as the centre ply, or core, in which case it is known
as lumber-core plywood. Plywood has a number of advantages over solid wood: it can be
manufactured in large sheets with limited defects; the plies are stronger across the
grain of the face than boards of the same thickness because the plies cross each other;
shrinking and swelling are almost eliminated; splitting in handling and nailing is
greatly reduced; and wood of lower grades can be used for the interior plies. In view
of these advantages over wood, pPlywood production of the world has grown more than three
times from 6 million m’ in 1950 to 19.5 million m3 in 1963, as compared with a 73 per
cent rise in the world's production of sawn-wood, from 256 million m3 to 348 million m3
during the same period.-lj The rate of growth in plywood production during 1950-63,
about ten-fold, has been the fastest in Asia compared to the other regions of the world,
although in 1963 Asia produced only 2.6 million m3 of plywocod, or 13 per cent of the
world's production of 19.8 million m3. The main exporting countries i1n Asia are Japan
end China (Taiwan), which in 1963 exported respectively 342,000 m3 and 133,000 a’ of
plywood.

118. In Thailand, plywood used to be imported from Japan and China (Taiwan). At the end
of 1956, the Thai Plywood Company Ltd., a State enterprise, came into operatiom in order
to manufacture plywood, veneer and flush doors. For the purpose of protection, imports
of plywood into Thailand were banned from 27 November 1937. This import ban was lifted
only in late 1966 in order to meet the increase in local demand arising from the
construction boom caused in the event of two major international programmes in December -
the First Asiar International Trade Fair and the Fifth Asian Games.

1/ PAG, Yearbook of Porest Products §tatistics, 1964.




119, With & view t. coping with the rising domestic demand, the Thai Plywood Company 1is
doubling 1ts production copacity within the coming threc yuiars, Another new private
factory, bangkok Plywood Compuny, has pone inte operation recently, with an annual
capacity of 18,000 mi. Gutput from the new factory and expansion of the old factory
will 1incrcase Thailand's plywoed procuction to 60,000 mg per annun by 1970, 1t is

. . , 3 . .
estimated that by 1970, with 2 local production of 60,000 m* and a domestic consumption

‘ 3 . . . . 4 v
of 40,000 m”, export availability f{o- jliwocod may rise to 20,00U m . fhellund's
o exnorts of plyvwood, worth Sdd,"as ot t bl Tuse to 618,800 baht in 1965, most of
1t poing to Laos.

Be aiojeetron o adustiial exports during 1966-70

live Projecting an terms of valuc, irends or industrisl exports during the next five-
year period 1966 70, the tirs! Assanption would be that there will be an abscnce of
chang o1 1965 prices for these .« orts.

12i. Theoretically, 1n estimwatang, caport troads, account has to be taken of factors

wifecting hoth demand ane - appiy. Since the neesent study principally concerns Thailand!s

supply Sotential, factors tclating Yo demand remain to b explored separately by some

appropriate body in close touch with the man sources of d.mana, which for industrial

eXports from the develdoping countiies arc in the developed countries, Accordingly, 1in

ot cstimating export prospects tor 1966-70, the supply situation has been trcated as the

main concern, and attention has thus been focused on domestic production and consumption, |

—

22. ip Tharland, data ou sroduction, and even more 8o oan consumption, are not generally
avallablce vxcept for a fow major industrial items, for which the Government, in addition
to releasing both monthly and annual figures of production, has also published c¢stimates
of production and;or cxpor. s fur the target year 1971 under the second development plan,
Such estimates apply cither to the industrial product itself (c.g. cement ), or to the
raw materials used (e.y, cassava, maize, timber, tin orc and concentrates ), In these
cases, we have taker cver the official esti. tos in our projuction of industrial exports
for the perivd 1966-70, iihere such estimetes are not aveileblv, we have had to resort

to the mcthod of extrapolntion Tor items for which export v:.ue figures are available for

i thc whol: of the Vool 81X years 1960-65. However, when the cxport value figures for the
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poriod 1960--65 show a diastic risc or fall for the last year or so owing to special
factors wc are compelled to ubandon “ac resvlts of extrapolatvion in favour of an
arbitrary determination. Arbitrary determination is alsy used for itoms for which
export value figures are availablie vor criy a part of vhe period 19606--65, vonsequently
in Table 22, which shows the »csulis of onr projection, the methsd of projection used is
identified by the rumesals 1, 2, 3 =nd 4, signifyirg ir each casc the method used, as
explained belov:

(1) @stimetion of the busis of ‘he rlenned figurcs in respect of certain

comuodities such o 4in, tapioeca, products, ma‘ze meal, processed timber,
silk fobrics, ement ~nd surny hajss.,

{2) Extrapolation according to thc least square method for items for which
value of oxport fizores wee available for the whole of the past six
years 1960.-55, such as nvecious and scmi-precious stones, dried
tamarinds, g'ycevine, wood carvings, cte.

.~
o
S

Arbiteery determinetion on the basis of available facts, for items
for which volue of export fignres ore avarlsble for the whole of the
past six ycars 1960-55, hu' show a drastic <ise or fall in the last
yeur or s0, owing o snecirel factors, c.g. vegotables in brine,
Toodstutfs for ships' storcs, copper, bronze and brass tableware, and

begs and sachs for naclaing.

(4) Azbiirary determination on the Hasis of available facts, for items

for which value of cxport figu.es arc not availablc for the whole of

the pest six years 1960-65, c.z. wheut meal, petroleum products,
125, As shown in Table 22, ir2usirial erporte from Theiland are projected to grow from
1,4%4 willior baht in 1065 t 3,351 rillion baht in 197C. The annual growth rate
during 1965-70 is 18.2 per coni ond is thus higher than that during 1960-65, 11.0 per
cent. The share of industrial cxports in totnl exports may rise correspondingly from
11.5 per cert in 1965 10 17.6 Der cent in 1970.  The major item accounting for this
tpcetacular rise will be unwrought tin, whose average annual growth rate during 1963-70
is cstimated at 33 per cent. In the meantime, its share in total industrisl exports is
projected to rise from 27.5 per cent in 1965 to 50.5 per cent in 1970.
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Notes:

(a)

(b)

(e)

(£)

(g)

(h)

(1)

()
(k)

(1)

(m)

(n)

The growth rate is high for the period 1965-70 owing to the fact that the

1965 figure, which is used as the base, covers only the five months August~December.
If the 1966 figure is taken c.. the base, the growth rate would be 7 per cent

for the period 1966-70.

Based on the planned growth rate for maize export.  Extrapolation of maize meal

export by the linear regression method would show an unjustifiably high growth
rate of 19.2 per cent.

Based on the plannec growth rate of exports of yang timber since yang exports
account for over 90 per cent of total exports of processed timber other than tesak.

The target growth rate under the second plan, 5.6 per cent, appears to be too
conservative, in view of the Govermnment's approval to expand the capacity of the
Thai 011 Refinery Company from 36,000 to 65,000 barrels per day. The rate of
15 per cent is accordingly used here.

The high rate of 20 per cent is given for wheat meal, which has emerged as a new
export since 1964 with a very high growth rate.

Extrapolation shows disappearance of the item after 1966, owing to a drastic fall
from the earlier level during 1963-65. For this reason, the export figure
realized in 1965 is repeated during the period 1966-70,

Extrapolation shows disappearance of the item after 1967, owing to a rapid fall

during 1964-65. For this reason, the export figure realized in 1965 is repeated
during the period 1966-70,

Extrapolation shows a negligible amount after 1968, owing to a drastic fall
during 1963-65. For this reason, the export value realized in 1965 is repeated
during the period 1966-70.

Owing to a sudden increase in 1965, a high growth rate of 20 per cent is given,
in order to avoid under-estimation arising from negligible export figures
d‘lring 19&.&0

The high growth rate of 20 per cent is given for a newly emerging export commodity.

The high growth rate of 20 per cent 1s given in view of the low export figure for
1965, but much higher ones for earlier years.

Although this is a new export item, a growth rate of 10 per cent is given in view

of the fact that the procurement policy under the United States AID programme for the
Republic of Viet-Nem is confined to the United States and developing countries
including Thailand, which benefits from this policy only during the duration of the
AID programme.

Considering the low export value in 1965, but dynamic nature in the long run, of
these two items, an especially high rate of growth of 100 per cent is assumed.

Based on the growth rate for the period 1960-65.




124, Besidee unwrought tin, seven cther itens each contributing over 33 million
baht, or 1 ycr eont of total industrial «xports ia 197C, all have an average

annual growth rate during 1965-70 of 7 per cent or more, us shown below:

ltom Av. annuel growth Share in 1970
rate during 1965-70 o t
exports

(®) (%)

Tin, wrought 33.0 50, 50

Cenent, Fortland 25,0 ' 3.73
Frecious and semi-precious stones 9.2 3.29
Other timber, processed (meinly yang) 9.2 2.9

Petroleun products 15,0 2.38

Meize meal 2.5 1.64

Gunny bags 115.0 1.64

Canned food 100,0 1.50

Total 67.65

125. Seven of the eight items above - unwrought tin, Portland cement, precious
and semi-precious stones, processed timber, maize neal, gunry bags and canned
food require local agricultural and mineral matericls for processing. The
only item depending on imported meterial, which is crude petroleum, is the
petrolsum products. Severel of these items have developed from being import
substitutes into exports, a few examples of these being Portland cement,
petroleun products, gunny bags and canned food, while others such as precious
and semi-precious stones are handicraft products with a high income elasticity.
126, In addition, twelve nore items, each contributing between 3.35 million baht
or 0.1 per cent and 33.5 million baht or 1 per cent of 1970 total industrial
exports, will contribute together up to 4 per cent of the total industrial
exports in 1970, Of these twelve items, eight or two-thirds are import
substitutes, these being, in order of inportance, as follows: plywood ang
veneers; dry cells for flashlights;, detergent; asbestos boards for building;
paper for packing and wrapping; bags and sacks for packing; galvanized iron
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SUMMARY AND GONCLU3LGHS ‘

1, Since the first session in 1964 of the United Naticns Conforence on Trade and
Development (UNCTAD), attention has begun to be drawn to the imperiance of industriol
exports in alleviating the payments difficulties of the developing ccuntries. Although
industrial exports are still much less important than primary exports nsg a source »f
foreign exchange zarning for the developing countries, they are growing at u much faster
rate than primary exports. According to a study for the first srssion of UNCTAD,l/ the
annual rate of growth in the devaloping market economies during 1955-61 was 6.7 por cont
for exports of manufactures, as compared with only 2.2 per cent for primary 2xports.

<o Accordingly, the Committse on Manufactures of the United Nations Trade and
Devalopment Board at its first session in August 1965 adopted in paragraph IV.5 (i) of
its programme of work a resolution that the UNCTAD secretariat should "take appropriate
steps to prepare an exhaustive study of world demand for, and supply of manufactured and
semi-manufactured articles of actual or potential export interest to developing countries
and relevant trands of international trades in such articles.™

3. Since then, tha UNCTAD secretariat, in co-operation with the regional economic
commissions in Asia and the Far East, Africa and Latin America, has initiated country
studies on the possibilities of industrial exports in the different regions.  Tho ECAFE
sacretariat, in co-operation with the UNCTAD szcretariat, has taken up Thailand as the
first country for such a study, to be followed by similar studies on China (Taiwan), Hong
Kong, the Republic of Korea, the Philippines and other countries.

4. Thailand, like many other developing countries, has also been faced with the problem
of a trade deficit, owing primarily to the increasing imports of capital goods whose
proportion in total imports has risen from 48.7 per cent in 1960 to 51.0 per cent during
the first half of 1965. The growing trade deficit, which more than doubled between 1960
and 1965, has been met by the inflow of foreign capital, foreign aid, and a surplus in
the invisible trade.  But in the long run, a country's import capacity has to depend on
.ts ability to axport and in Thailand, as in other davaloping countries, industrial
exports should prove to be more imporiant than primary exports, because of their higher
rate of growth. In Thailand, during 1960-65, the annual growth for exports of primary
commodities was 8.1 per cent; for exports of manufactures and semi-manufactures the rate,

1/ UNCTAD Proceedings, I;gQg_ggQ_ﬂgggigg&g;gg, Volume IV, United Nations Publication
. S&les NO. 6L.IIQB:14, Ne\'l Yark, 19 ‘, poA.
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11.0 per cent, was much higher. As a result, the share of primary commodities in total
exports declinad during the same period from 39.8 per cent to £8,5 per cent, with a
corresponding rise in the share of manufactures and sami-manufacturaes from 10.2 per cent
to 11.5 per cont.

5. The growth of industrial exports in Thailand is attributed to a number of factors,
of which the most important is the processing of local raw materials for a large number
of oxport industriss, especially tin, tapioca flour and processed timber. A secord
factor is the export of products daveloped in connexion with impors substitution,
particularly Portland cement and petroleum products. A third factor is the growth of
the tourist traffic, accounting for the sxpansion in exports of Thal handicraft products
including precious and semi-precious stones, silk fabrics, silver, nicllo-ware, wood
carrings, and copper, and bronze and brass tableware. However, the expansion of
domestic demand in a growing economy reducss the volume of industrial producte which
would have been otherwise available for exports; this is especially trus of those
products whose exports arise in connexion with import substitution, for example, Portland
coments, galvanized iron and steel sheets and plates, gunny bags, asbestos boards for
building and so on. |

6. Tt may also bz noted that during 1960-65, exports of semi-manufactures witnessed a
faster growth than exports of manufactures, the annual average growth rate being 13.4 per
cent for the former but only 9 per cent for the latter. As a consequence, the share of
semi-manufactures in total exports rose from 4.6 per cent in 1360 to 5.7 per ceant in 1965,

while the share of manufactures in total exports changad orly from 5.6 per cent to
5.8 per cent during tha same period.

7. Further analysis roveals that ien items each with an export value in excess of

29 miilion baht,L/ or 2 per cent of the total exports of manufactures and semi-
manufactures in 1965 ("Group A"), accounted for almost threa-fourths of this total,

while thirty-six items, each with an export value in excess of 1 million baht or
US$50,000 ("Group B"), accounted for less than ona-fifth of the total. Group C, which
iucludas the remaining and tha most numerous items each with an export value in 1965 of
leas than 1 million baht, accounted for about 7 per cent of the total indusirial exports.
After a rapid survey of their present status and future prospects, especially of the ten
rajor items in Group A, their axport possibilities during the next five-year poriod
1966-70 are projected according to one of the four aldarnatives listed below: ,

1/ 20.8 baht = 1 USS.
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the survey the prospective investor mekes the investment, he bears all the expenses
of the survey and retains exclusive rights to the information derived from the study.
But in case the prospective investor does not undertake the investment, and has
complied with the participetion agreement, he i: entitled to peyment from AID of
50 per cent of the cost. The survey then becomes the property of the United States
Govermment. Surveys will normally ;7101'0 and analyse the economic and technical
feasibility of proposed investments.

(c) Govermment financing
147. Govermment agenciecz that extsnd loans to industries include the Industrial
Finance Corporation of Thailand and the Loan Office for Small Industry Development.
148, The Industrial Finance Corporation of Thailand (IFCT) was established in 19%
vith American financial assistance as an agency designed to assist in the promotion
of industrial development in Thailand through the medium of private enterprise. Its
purpose is to augment the supply of capitel available from various sources and to
encoursge expansion of existing industries as well as the establishment of newv ones,
through the granting f loans to industrial investors in smounts of %0,000 baht
or more, according to the economic feasibility of the project and the benefits
accruing to the national economy. From ite establishment on 6 October 1959 to the
end of March 1966, a period of about six and a half years, the Corporation has
approved sixty-one loans to fifty private companies totalling 132 million baht. These
loans were allocated to the varims industries in the following proportions:
focd 23,54, metals 16.84, chemicals 13.1%, non-metallic products 8,7, electricel
equipment 7.6s, psper and paper products 6.64, others 23.7as.
149. In order to make low-interest credit facilities aveilable to small industries,
& government loan of 10 million baht a year for the three years sterting frem the
1964 fiscal year has been made by the Thai Govermment to two local commercial banks,
namely, the Agricultural Besk end the Provincial Bask,¥ at the very low isterest

¥y Onummﬁétbutwoh;nkamomodinte one, mxm.mu
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rate of 3 per .ent per annum. The tanks will (ontriteite another 10 million baht
each year and make loans out of the total of 20 millicn baht to deserving mmall
industries. The interest rate for loans in amounte under 500,000 beht is
9 per cent per anmum. For the purpose of screening applications sutmitted by
prozpective borrowers to the banks, a Loan Office for Small lndustry Javelopment
was established in the Department of industrial Promotion, Ministry of lndustry, in
March 1964. This Office mekes a technical assessment of eech spplicetion and
sutrits 1ts recommendation concerning the application to a Loan Boaid for final
decision. This Loan Board is composad of the Director-General of the Uepartnment
of Industrial Fromotion as chairman, representatives of the Ministry of Finance,
the National Economic Development Board, the Budget Bureau, and the managers of
the two banks.
150. According to the pre~final edition of the second plan, the loans provided uy
the two institutions were limited during the first plan to 17 million baht a year
from the Industrial Finance Corporation of Thailand and about 9 million basht froe
the Small Industry Loan Office. During the second plan it is sxpected that the
IFCT will lend about 80 million beht per year and the Loan Office will finance about
20 million baht per year for industrisl inveatment. The Govermment is encouraging
those two institutions to expand their programmes in co-opsration with the other
govermment agencies concerned with industrial promotion and to sesk capital funds
from the money market.

(4) Tax incentdives
151, As noted in the section on the Fromotion of Industrial Inveetment Act of 1962,
promoted entities are exempted from import duties and business taxes on machinery,
parts, ccmpcnents and accessory equipment required and on prefabriceted structures,
as well as component parts and materials for structures, if equivaleat materials are
not produced locally. A nev promoted industry will be exsmpted from income taxes for
a period of five years beginning vith the first year when sales or inoame are
recorded. In regard to import duties and Lusiness taxes onh P OF necessaly

Vol axalosment snd utdiThallend, SR gile, P-327.
Y Tha ki anoaic svalooment Flan, 1967-1872s 0Re.8ibes P-73
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neterials, different groups of industries will be exempted from payment for the
first five years to a varying extent: 10U per cent for Group A, %0 per cent for
Group B and one-third or less for Group C (in this case only upon recommendation
by the Board of Industrial Investment ani approval by the Cabinet).

(e) Iransfor C covermasne epterprises to tha private sector
1%2. The Govermment's policy of encouraging private enterprise in the development
of industry 1o ex;licit in tone Ministry of Industry's Notification of 21 October 1955
issued under the Induetrinl Promotion Act of 1954, stating that it is the pollay of
the Govermment to suppert free enterprise for both Thai and foreign nationals and that
in no eircumstances would the Government netionelise private industrisl enterprises,
This intentior has bean reaffirmed in the Promotion of Industrial Investment Act
of 1962, section 18 of which states thut "(1) the State vill not engage in any new
industrial activity in coupetition vith that of the promoted i and (2) the
Statc will not natiommlise sny private industrial activity". Indeed, in a recent
publication by the Ministry of Industry, it is stated that "it is not the desire of
the Govermmant to engege d'rectly in sy rev industries; even those industries that
are at present orerated ly zovernment agemcies will be transferred to private
ownership 1f and vhen possible®.¥  Tho desire of the Governmemt mot to enter imto
the field of industry in competition with private suterprise is a lesson froa past
fallure. Thia 1z apperent especially in the case of the Netiomel Beonomic
Dsvelopment Corcoration Linited (NEDOOL), with regard to which the World Bemk Mission
vhich was in Thelland for a year during 1957/58 reported "that the Govermment hes on
ite hands a crowp of epensive factories (in suger, gumy begs, paper, marble), the
cmtofuﬁehwsnha«tabamrraupﬂhcfnﬂ.w!ﬁntmhrwam
ntmaatotdim:&aa%".y During the first plan, the output of the state

enterprises in the total iudustrial output has declined, in accordance with the




1/ /G 2/
F\, .\:‘ e

government's policy to promote and ancourage the development of the private sector.
According to the sscond plan, “the poliey wiil be Llc avoid competition with the
private sector ani where such competition currently exists consideration will be
given to the iransfer by sale or lease of the state enterprise to the private
cector”,

(2) ieusures tc iucrease the profitabilitv of exports

153. ieasures tn increass the profitatility of exports moy take the fornm of direct
subsidileg, .ax ierissions, reduced cost ¢f factors of production, reduced interest
rates ancd so forth.

154, Local sugar croduction ipereased raplily under the impetus of a protective
inport tariff, reinforesd later Uy a direct subsidy, as explained below. In 1958,
the tariff on sugar w»s increased from 1.50 baht per kilogramme to 2.50 baht; 1t
was later fixed at 2.75 baht. Ir 1962, the Government initiated through the

Sugar Act a system of subsidizing exports (3 baht per kilogramme exported to Japan
in 1963) through a Sugar Fund fed by a cess (3¢ satangs per kilogramme) on sugar
sold locally. The Goverrment was forced to do this as sone factories were heavily
in dobt to the banking sector and needed tc be saved from bank;/uptcy, while at the
same time cane producers L.d to be guaranteed a minimum price. Sugar production,
which rose from 35,503 metric %tons in 1954 to 56,108 metric tons in 1958, rose
further to 151,344 metric tons in 15€2, Since 1962, however, there have been
considerable fluctuations in sugar production, which fell to 125,031 netric tons

in 3363, but rose to 167,973 metric tons in 1964 in response to hurricanc damage to
sugar crops in Cutrs, the world's largest producer, and 319,976 metric tons in 1965,
and fell sgaia to 265,365 metric tons in 1966. The second plan concludes that
“sugar production hee risen well ebove internai demand but it cannot be exported
without a subsidy since production costs are higher in Thailand than the international
market price for svgar. High costs are duc to the poor quality of the sugar cane
and the inefficiency of the sugar mille., Technical assistanne is necessary for the
sugar cane farmers and nillers toc assist them in raising productions and improving

967=71, gR.cit., pp.111, 182,

André housrqr, » Social Science Associution Press of
Thailand, Bﬂﬂg&&, 19 ’ P.m‘c
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quality", Productisn under the sceond ?lan, which is tc f-1. tron 320,000 motric tono

in 1965 to 270,000 netric tons in 1971, ™s cstinatod on tho basis ~f intcrmal deiand

ard the linited volume of exports which arc fessible with it subsidy”.y The gubsidy

hns since becn withdrawn, becnuse frou Cetober 1966 the o:1l3cti-n of coss mongy con i
1> ba pemdtted by law.‘%/

155, Undor tax remissions for exports nay be mentioned succific ~ravisions in the 12
Prouotion of Industrial Investnent Act, according t. which there are to bo (1) wcems Lo
froiz, or reduction of export duiy colloctable undcr the lav in custons tariffs for he
products produced by the "promoted entity™ faor suchi pcring a3 the Brar? .f Inveatr o~
decns fit; (2) exerption fron, or roduction of buciniss tax in czse the "rorated  wtit
expsrie its own products for such period as the Byard {>r laveztment Qeans fit. s
under the Custons Taviffs Aot (2), B.E. 2506 anactcd in 1963, a soven-cighths rebab. is
allowed to tho manufacturers on the custons dutics ccllectecd on raw naterials whicl: «we
uscd in tho exported products.

155. Among the effarts 45 reducc costs for the factors »f or:ductinn is tho provicaan

of industrial ostates which has become increaeingly »pular with governuonts in e~nococtent
rreas where land value in particular has shown u spectacular rise, such as Honp Ko

and Singapore. The Thai CGovernmont also, with a vicw to oroviding suall, rediun mid
large industrics, with suitable and reascnably priced land corplate with nccessary
scrices and facilities, has explored the possibility »f establishing industrial csiatac
nuar and around Banzkok and Thonburi and in other important towns. PFor tho Bangkck and
Tr-nburi arca, whare o larce inouetrial estato ls urgontly requirod, a feasibility survo:y
acrecnent, authorised by the Thal Govornment, was simcd by tho Ministry of Industyy vith
L fim o7 Unitod States consultants in 1963. A fomsibi ity survay roport vas sulritted oo
this cormeny to tho Thai Governuent sonc tine sgo and is now boing studied by cormotont TP
2tlicials. 1In addition, a working group oonstituted ly the Maistry of Industry not
very long ago conploted its study of how best to utilise the large plece of lend,

about 1,000 acres in arca, situatod at Rangsit about 40 kilonetres north of Bangkok,

- PR S

-

»
-
¥

/

-~

&




whish the Ministry had oreviously acquired, ts orovide factory space for exdsting

intoiriez as well as new cnea, and bar nlready subnitted its findin. s and recommendations
t nas recently civen its uruwroval to these

5 iho manistry. The Thai governmen
ro. coondations, and under the recond development nlan an industrial estate area will
Ve zblished at fangsit in 1967, covering absut 200 acres nluz s reslidential area of
=t . L0 acres, and nrovided with uclic services sach as roads, electricity and water
sy~ lles and comrmnication facilities, inic area will be increased in size over the
nev. Jiree years and the feasibility of establisihin. additicnal industrial estates will
Le :;';udied.y

1£7  ioecal banks in Ban %ok cive reduced rates of interest to exdorter:. For export
>z41 recured bty letters of credit and the purchase, discounting or rediscounting of
:oait bills, the rate of interest charged may not exceed ¢ per cent per annuu. This
reve 1: lower than that for many >ther purposes. Thus, for the purchase, disccunting
or r-liseounting of bills derived from the purchase of raw materials or for the
sxtensian of eredit (on an instalment payment basis) by local manufacturers, the rate
pC. -mhum is not to exceed 10 par cent. The maximum rate goes un to 12 per cent for
2d iices on industrial investnents acainst mortzages »f movable -r immovable pronerty,

o 14 per cent for all other purposes.,

Pt
vat

easupes to promote trade

[
A

Heasures to promote trade include conclusion »f trade agreements, market surveys,
“inatisn in trade f-irs, and auality eontrol and standardization.
1, Irade agrcements sre currently ia force between Thailand and seven other Asian
~ - ries, namely, Oeylon, China, Indomesia, Japan, the Republic of Korea, Lacs and the
"o ie of Viot-Ham. Jhe trade agrecrents with Ceylen and Indonesia are for the sale
of "l rice fror year to year, 100,000 tons to Indonesia during 1966 and 100,000 tons

Lo S.orlon durinz 1967. The trade iorecnient with the Republie of Korea, effective for
on- e Fron 15 oeptember 1961 and auto matically renewable -~ch year unless notice of
te zastion is ziven, covers twenty-seven itoms including u xtile produets, uarine
per Pets snd Linerals oo, the Repulliz of Korea und twel  ltous ineluding raw suger, luab
¢ 3 - cver frorm. Thailand, Thailand c-ncluded four anrreanent: uith Laos on 22 July 1959
Covocin: trade, transit facilitics, coesperatior in the supnression of custons evasion and
stv2'ny snd the use »f NongkaleTa Leen. londingcs f3r crossing: the Mekong River

W -

1/ ibide 1. 127-128;
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bordering the two countrics, and a fifth agrecment cuncluded in February 1962 for = new
transit route in the northern part of tho countries. Thcsec agrcenents are in force

frn year to year, unless terminated at thr e months' notice., With the Republie of
Viet-Nam, Thailand exchanged letters on 15 August 1959, to accord most-favoured-nation
treatuent to ceach other. The nnst imporgant agreenent is, however, that vith Jepan,

a major trading partner of Thailani. 4 trade agrecnent providing for the cxvansion

f trado between the two countries was signed on 27 Deecomber 1957 and became offcctive

n 1 Jamuary 1958, and is automaticclly rencwable fror year to yeer unloss terminatod

1t three mynths! notice. This ngreenicnt was concluded within the franewcik of the

Treaty of Amity, Cormerce and Navigation signed on 8 Docenber 1937, offective on 7 March
1938 end re-anpliod fron 28 April 1952. This Treaty was valid for five years and

wis to eontinuc in force thereafter unless terminatod at one year's notice. A furthor
agroomant with Japon was concluded in July 1966 under which Japan agreod to purcmse
300,000 tons of Thai uaize during thc noxt twolve months starting fron Septanber 1966.1/
On 23 November 1966 a Sino-Thai Trade agreement wes simoed with thc Republic of China

frr promating ocononde relatisns and increasing trade volume bstwoen the twn countrios.
The sgroment is for sne yoar but rencwable by an advanee natice of three months.

160.  Thailand has als> concluded trade agreenonts with Governments of countries outside
the BCAFZ region including Austris, Argentina, and thc United States, and is contenplating
¢>ncluding such agreements with Brazil sand the Union of Soviet Soeialist Republies. The
tridc agroement with Austria was signod on 30 Septamber 1964 for a perisd »f one year

with & view to promoting trade and voononic relations between the tw countrics and is
raicvablo at three months'! advance notice, The Troaty of Anity and Zcononic Relations
bitween Thailand and the Unitod Status of Anerica was signed on 29 May 1966. As the

first ostevar Troaty of Amity o be signud, it lays down on an oqual footing and on the
basis of prastical reciproocity the rights and duties »f nationals and eorporate personalitic
of both countries. It govorns the friondly relations between tho two sovorcign States in
the field of tredo, navigation, investnment and ocinonie devolopnont, This Trecty will
Probably serve in the future as a rodal for reovising oxiasting troatics with other countries.
161. Market survays have boon sonducted by privatc onterpriscs as well as by govornnont
rganisations. Ang the privato entorprisos are privatc companios angagud in trade,

Wch as oil distribution, and thos. undertaking t» conduet survays on spocifie umcrchaniise
st the request of clients, o.4., the Bangkok Bank, the Thai Chanber of Commorce and the
—

Y KAFI, "Swrsary of Agrewments on Trndc and Paynents betwoen countries of tho ICAFE
Mgion, 15 Ootobur 1964 and 31 October 1966,"

Raok of Ihelland Monthly, Jumc, 1966, ».20.
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Thai Board of Trade. The Ministry of Leonomle Affairs has the res»monsibility for
governnent norket surveys, although becausce of the shortase »f eompctent officiels in

this field other ministries - the Ministry of Agriculture f-r e¥ample - have undertaken
surveys of products which they are promoting thamsclves, The National deononic
Developnent Board scmetines conducts surveys 4o btain additiounl data required in sone
specific cases. In the Ministry of Econonic Affairs, thc Departnent of Foreign Trade
concerns itseclf with market surveys on some exporiible productr.}'/

162, Regarding industrial orsducts, merket analyses were madc in Thailand of four
cormodities, nanely, water purs, househ~ld electrical applisnces, sods ash and caustic
soda, and hand tools by six American ccnsultants unier contract to USAID, as noted
earlier. 3ecently, a market survey on kraft paper and allied products has been undertaken
by on Auerican company to ascertain the feasibility of establishing a kraft naper factory
in this country. As a result, the Siam Kraft Paper Company, Ltd. *has been set up with

a total planned investrment of US* 36 miliion, for which the United States Eport-Import
Bank announced a US® 14 nillion loan on 11 July 1966 for the purchase >f equipment and
services required for a new naper plant to be built at 3an Pong, a village in Kanchanaburi
sone sixty nlles west of Bangkok.Z/

163, A recent simificant contribution t~ trade prorotion in Thailand is the holding

of the First Asian International Trade Fair in Bangkok, from 17 November to 10 Decenber
1966, This Feir, first sponsored by the ECAFE Comnittee on Trade in 1961, was »orzanized
by the Government of Thailand with the assistance of an expert from the United Nations.
Participating ¢overnments from the ECAFE region were: Australia, Ceylon, China, Hong Kong,
India, Indonesia, Iran, Japan, the depublic of Korea, Laos, Melaysia, Nepal, liew Zealand,
Pakistan, the Philippines, Singapore, Thailand and the Republic of Viet-Nan, Fron
outside the regior, the following governments took part: Austria, Canada, Finland,

the Poderal Republic of Gormany, France, Isaael, Italy, Kuwait, Netherlands, Poland,
Sweden, Switzerland, United Kingdom, Union of Soviet Socialist Republics, United States.
The objectives of the Fair were to increase trade ~iong Asian countries, promote trade
co-operation and encourvie now foreign investment in Asia., The Fair cchicved theso
objectives in four different ways. Pirtt, the presence of more than 1.5 nillion visitors,
including uany thousands »f businessmen fron every continent, ensurecd that the products
on display werc widely advertised and that business opportunities were widely kmown,
Second, many large orders were taken at the Fair, amounting to about US% 20 nillion.
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Third, nany business ocontaote wore nade at tho Fair, which for sne ECAFE country neant
nore than two thousand inquiries likely to lead to futuro busincss. Mnally, long-tenm.
trade developmants and investment opportunities werc exsmined in four soninars organi sed
Ly the Thal Government in conjunetion with tho Fair, on investnent policy, investuent
pronotion, the dcvei?pat of particular industriuvs, and the developnent of transport
and cossmnications.

164. To facilitate trade promotion, the Bxport Promotion Act, B.E. 2503 (1960)
authorizes the establislment of a Board of Export Prorotisn ¢ comeist of the Chairmen
and other manbers of set nore tham nino in nunber why are apmriuted by the Prime Minister
and the Secrotary General of the Officc as menber and secretary. The duties of the

Board aroe: (1) to carry on the work of export promotion; (2) to check and control the
exportation; (3) to advise on the use of any meagure in prornoting oxports or standards
of exports. In perforuing these duties the Brard i{s empovered to direct tho Ministry,
Dabuang,® Decpartment, or State Bntsrprise to f-orward statistios and dotails nCcessery
for axport promotion or implenentation of the Export Standards ict; and to sumon any
person to nake a statement or to forward any aceount, diooweat or raterial for supplementing
the inforration raquired.y

165. The Ixport Promotion Act >f 1960, promulgated on 12 doril, was followed by the
Export Standards Act, prorulgated on 2august of the sane yoar. This Aot apowers the
Minister of Econoric Affairs to designatc any corzoditics as "standardizcd cormodities"
and establishes standards for then., A Standarde Cornittee, consisting of thirtoen
naubers and headed by the Under-Secrotary of State for Boomcnic Affairs, was comstituted
by the Council of Ministors to give advice to tho Minister of Esononic Affairs on nattors
pertaining to standards and to carry out dutics concorning these standards entzusted to
it by the Ministor. The Aot doeracs that exportors of "standardised corodities® must
register with the Office of Standards sct up undar the provisions of the Act emd mo ome
who has not thus registered shall be allowed to export theso "standardised commodities.®
The "standardised cormwditics" before being exportad must be inspected and st de
acocranied by standards certifioates issued by the Office of Standirds. Under this Aet,
no person shall be allowad to oporate any surveyor busincss unless suthorised By the Office
of Standards, and a lioensed standards inspector is prohibdited from treding direetly or
indirecdly in the cotrmoditios the standards of which he has boon suthorised %o inepest.

1/ "Asian Intemational Trade Pair' (L/CN.11/L.178)

&/ Moaning any govurnuent organisation with an intermodiato ranking between a
ninistry and a dopartieat.

¥/ Board of Hort Prouotion, Thailanis 1366 Buver's Quida, Beaghok, 1966, pp. 17-19.

*
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i66, Up to the present only ‘en oxport comnddities have been deéignated as
"standardized commwodities”. namely. salt, castor seeds, naize, kapok fibre,

kenat and jute, tapioca (cassava) chips, tapioca (cassava) meal, tesk conversions,
sorghum, and silvorware. At present work is being undertaken to declare one

more marufactured article, namely, Thai silk fabrics, as a "standardised comwodity." Y
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or steel shests and plates; and dentrifice. The other four items are,

in order of importance, printed sarongs, glutinous rice flour, wheat meal
and antiques. All these twelve items have an average annual growth rate
between 10 to 20 per cent, with the exception of plywcod and veneer, which
is estimated to grow at an aversge anmual rate of 100 per cent during 1965-70.
127. From this it is clear that import substitution, while taking place in
a 1umber of fields, is siill in its early stage for many items, more in

the consumer than in capital goods category, and may not reach, during

the period under reviev (1966-70), a stage at vhich significant exports cam
also be attained. Some import substitution industries, such as Portland
cemant and petroleum products, mey witness asignificant expansion, but
others, such as gunny bags, cannad food, plywood and veneer, dry cells for
flashlights, detergent, asbestos boards for building, common paper for
packing, bags and sacks for packing, gulvanised iron or steel sheets and
plates and dentifrice, may take a longer time to develop into export
industries, probably not till the early 1970's.

128. On the other hand, the four major items, each with an average anmal
growth rate of less than 2 per cent during 1965-70, may contribute up to
13.5 per cent of the total industrial exports in 1970. These items, with
their share in the 1970 total industrial exports given in btrackets, are as
follows: tapioca flour (7.02%), processed teek (3.47s), tapioca meal (1.9%)
and silk fedrics (1.040).
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B, Exte g e

1o7. Among the external pnlicie: and measures to promote exports of manufactures from
Thailand, the most important appears to have been foreign and joint ventures, fellowed
vy preferential treatment given to Thai industrial exports by developed countries such

s Australia, and the allocation of production quotas to Thailand for tin under the
International Tin Agreement.

(1) Foreign and joint ventures

168. Among the countries of South-East Asia, Thailand, along with Malaysia, Singapore
and the Philippines, are private enterprise economies which provide a favourable climate
for foreign investment. Thailand, in particular, has achieved a high annual rate of
growth of 7 per cent under its first plan (1961-66), and is planning to raise it to

8.5 per cent under its second plan (1967-71), For manufacturing, the annual rate of
growth under the second plan, at 10.8 per cent, is even higher than the over-all growth
rate of 8.5 per cent. The percentage of gross domestic product being manufactured is
expected to rise from 12.1 per cent in 1965 to 13.7 per cent in 1971,

169. During the period 1960-65 the inflow of foreign capital rose steadily from

1.6 billion baht to 4.2 billion baht, at an average rate of increase of about

23 per cent per year, largely as a result of the Government's policy of accelerating
economic development. The rise was much more rapid for private than for public capital.
During 1960-65, while public foreign capital inflow rose by 70 per cent to 2,222 million
haht, private foreign capital inflow rose by 7.3 times to 2,027 million baht., The
higher rate of increase in private foreign capital inflow is significant sinoe private
foreign capital is invested more in manufacturing than public foreign capital, which
goes in mostly for the provision of infrastructure especially trmpoztt, power and
irrigation.

170, The extent of capital investment in Thai industry according to alﬁ.egﬂ.i.tg'ot
ovnership is revealed by statistios on the mmber of promotion certificates issued by
the Board of Investment from 13 April 1959 to 31 March 1966. Of the 344 certificates
issued, the Largest mmber, 190, is for joint ventures, followed by 139 for Thai
ventures and fifteen for foreign ventures. Of the total registered capital of

V Sumary of the Secced Five-Xear PAad, sRashiss PP- 4-5-
2/ .a0d_Ioreatment in Thalland, 90.cht., pp. 100-101.

o ) ) »
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2.6 billion baht for these 344 ventures, 854 million baht, or one-third, represented
foreign capital. For 826 million baht of foreign capital for which breakdown of
investment by nationality of ownership is given, almost three-fourths are from Asian
countries particularly Japan and China (Taiwan), and the rest is from non-Asian countries,
particularly the United States of America, the United Kingdom, the Federal Republic of
Germany and Denmark. The registered foreign capital breakdown by nationality cf owner-
ship is shown below.

TABLE 23

Registered privat: foreign capital in promoted
trles classified b tionality o

ownership, 1959-66
(million baht)

Aslan couptries 1-Aglan e
Japan 37 United States 88
Chine (Taiwan)l6l United Kingdom 29
Malaysia 27 Germany, Fed. Rep. 26
India 16 Denmark 22
Israel 7 Australia 15
Indonesia 6 - Italy .12
Hong Kong 5 Switzeriand 10
Burma 4 Portugal : 6
Philippines 1l Netherlands 6

Argentina 3
Total 602 | 217
ms LA1Cd 40 < e 10 paliC nt Gt 3 Ves tman i 1181 LEIIG o Mo s Po 54-

171. A further breakdown of the above statistics shows thet in terms of total
registered capital the trend for foreign or joint ventures is to be smaller than for
Thai ventures. The total registered capital averages about 12.4 million baht for a
Thal venture, 9.5 million beht for a foreign venture, and 3.2 million baht for a
joint venture, as shown below:

No.ventures : £
(million baht)
Thai 139 1,725
Foreign 15 143
Joint 190 nl
All 344 2,579 7.5

172, Foreign capital has gone mainly into import substitution rather than export
promotion industries, as is shown beiow in a breakdown by industries of foreign capital
registered in foreign and joint ventures granted promotion certificates by the Board of




Investment fiom 1239 “o 1905, O a total recl o Leccd eapltd of CL4on miliicon behl top

twenty different inductiic. in ubiech theso sentuves sre Lo oe fota, 594 wlllicn et

or almost one=herlf is of foreign ceiging Distribation of this to .1 cyoinductri o s

shown below,
TABLE 24
Breakdown by industries of registored foreign cipit-1 in
foreign ond joint ventures wrented promotion
gertificates by the Board of Investment
from 109 to 1905
(million baht)

Industry Forelgn capital | Thai capital
Food 137.6 240.0
Edible milk 44 8 74,0
Edible flour 42,7 73.0
Gourmet powder 32,3 60.0
Plantation oil 17.8 33.0
Textiles 196 . 3 334. 7
Weaving and spinning 167.5 302.7
Synthetic fibre 28.8 32.0
Chemicals 70.2 103.5
Pharmaceuticals 39.2 57.1
Caustic soda, hydrochloric and nitric acids 18,7 31.0
Paint 12.3 15.4
Metals 112.3 215.9
Iron transforming and steel-rolling 84.5 169.0
Galvanized iron sheet 15.0 28.9
Tin smelting 12.8 18.0
| Building materials 56.0 372.0
Pipe - plastic, asbestos, galvanized irom 3.4 9.0
Cement 18,6 280,
Elsctrical ances, etc. 54.8 109.6
Electrical appliances 21,2 46.6
m’ - oell ht“ﬁ.! 18.8 31-9
Eleotrical accessories 14.8 3.0 i
Transportation equipment 67.3 116.4 |
Motor car and tractor assembly 41.3 6.4 ;
Motor cycles 14.0 0.0 3
Notor car tyres and tubos 12,0 ﬁfﬁ :

ol wox
| Hela®s Only industries having a registered private foreign capital investment of S
%1:1111@ baht (or half a million dollars) are included.

%:,LL ‘*“;?. AL )g'br Y8 ‘.‘(‘.4\' 3 LT
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173. Among the above industries those having an export valus of 1 million beht or more
in 1965 are the following, for which the 1965 export valuo in million baht is given

in brackets: tin smelting (40C), edible flour (223), cement (41), dry-ocell batteries
(5), galvanised iron sheet (2).

(2) EPrefersntial arrsngsaents

174. Pending action by member States at tho second session of the United Nations
Conference on Trade and Dovelopment in New Delhi in Pobruary/March 1968, during whioh
the subject of a non-reciprocal cystem of profercvnces in the developed countries for
the imports of manufactures and semi-manufactures fror. the doveloping countries will
be taken up for consideration, tho Australian Government has introduced a limited
scheme of preferences in favour of developing countries, for which the waiver
application was approved by the contructing partics to GATT in March 1966. Basically,
the Australian scheme covors roughly saxty samj-manufactured and manufactured products
of export interest to the developing countries. Specific quotas arc set for each of
the items speocifiod; they amount to a total of US§lS milldon, a figure providing for
a five-fold inorease of the total trade in thuse products.¥ The regulation of

12 April 1966, which deels with this scheme, 1s cppldcable, dnter alla, to the
following items for which the annual quota cxcoeds 500,000 Australisn dollarss

ol o

Certain paper or cardboard free ’

Newsprint : free 4,000
Hand-knotted carpets free 1,000
Carpets and carpeting of wool 20 600
Coconut fibre mats 15 500
Various manufactured glass free 500

175. The regulation also provides free antry (without quantitative restrictions) for
traditional goods of the handicraft industries of devcloping ocountries inoluding
articles of horn, bone :nd ivory, lesthor cnd metals; carvings in wood, pottery; ond
certain cotton and silk tabrici.y This inclusion s significant for Thailamd, in
respect of ite cxport: cf silk fabrica. In 1965, Thailand cxported 2,931,000 baht
worth of woven fabrics of silk to Australia, whose status as an importer of Thai silk
fabrics is noxt only to Hong Kong and the United States.

For export value statistics, see -, Table 4.
E unc'rméz;a-vz;u ofl’?)\hmtl ¢ and Development 1966, Part Two",
Add ,

27 s June 1966, pp.4l-dd.
0 by exporte of Thal silk fabrics in 1965 to the twe
mtrieu 1- as ronovn m Kong 9.9, United States 6.2.
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170, "dn crpert. Crem Theilena e affocted by the Tntcrratienal Tin Agreemint, 3o
rur, thre. int.rnctienal tin agroemonts have been eenzluded, cach for a fivceycar period,
fer the perinds coammencing respectivoly 1July 1956, 1 July 1900 und 1 July 1)0. The
chjcctives of the Third Internztiernal Tin Agreenment are, +aksr aliz, (&) to provide far
adjustnent betwoen werld preduciion and censumgtion of tin nd to .1llaviate scrious
difflculties arising from sirplus or choriege of in, (b) % prevant oxcessive
fluctuutiens 4n th. pricc cf tin; (¢) t~ rmake arrangaments wlich will helip ma‘ntain
*nd lncrense the cxport aarnings {om tin, cspecieily these § the developing producing
countries, thercby hilping tc provide such ceuntries with resources £or iccelerated
teoneriz growth nnd secial developnent. Thne share of werld tin preduction is allocated
to different producing countries in the f~m f percentages, which are reviewed
annually. Tho psrcentage of any producing ccuntry, howevcr, miy not be reduced by
more than ene-tenth far nny ene year. Th. percentages assigned to different producing
countrics fer the last four ycars are sh~wn in the table belrw,

TABLE 25

amwwwxgmw °
Idn Councd) for the four yeaxa begianin~

Producing country 6364 1u04/65 1%0/66 1%6/87

Belivia 16,141 16.526 17,402 lo,92
Congo (Dem. Rep. of) 7.302 6.626 5.%3 4.56
Indonesia 15.981 1,.383 12,015 10.73
Melaysia 42 20 45.062 45.540 46,74
Nigeria 6.141 6.383 6,615 7.01
Thailand 10.455 11,020 11,63 13.9¢
Total 100,000 100,000 100.000 100.000

Sourcet Internationsl Tin Council, Statiatdcel Bulletin, July lsaue of 1963-66,

177. T™hailand, like Melaysia, hos enjoyed a steadily rising quota during the last
four years, owing largely to a prog.ossivc reduction in the sanual quote assignec

to Indonesia and the Democratic Republic of the Congo broucht about by disturbed
internal conditions. As a Eesult, Thailand's sxports, which consisted of tim=in-
concsntrates until 1964, Mut also of tin metal from 1965, has shown s steady imerecse,
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111, (OLICIES AND MEASURSS TC R0MOTu LXrCRTS OF MaNUFACTURZS

A. Domestic pelicics and measureg

129. Domestic policies and measures to promote exports of manufactures in a private
enterprise economy like Thailand fall within three categories; these are designed
respectively (1) to induce investment for exports, (2) to increase the profitability
of exports and (3) to pronote trads.
(1) Measures to irduce investment for exports

(a) Development of a_favcurable climate.
130. The first measure, appliceble to 21l industries, is the development of a
favourable climate through the provision of infrastrugture including transport, power,
inlustrial reseerch and training, and the pronulgation of a set of investment laws
and regulations.
131. Transportation in Thailand is reasonably adequate. In addition to the
t: aditional waterways transport, an extensive railway system is in existence. The
moin lines cover 3,494 kilouetres, joining up the main centres of population and
prodiction. . The national highway network comprises about 9,500 kilometres of primary
o secondary highways, of which about 5,000 kilometres are paved with cement concrete
or asphalc while the rest are of lateritic and grovel or earth-type surfaces. The
alr transport system is bein¢ expanded. Bangkok's large modern airport is a major
international eir centre, with many airlines providing frequent jet services to all
parts of the uorld.y Under the first six-year plan for nntional economic development,
1961-66, as much as 27.1 per cent of total public expenditure of 11.7 billion baht
during the first phase 1961-63 (e..inmated) and 34.5 per cent o. total public
expenditure of 20.3 billion baht (projected) went to the development of transportation
and comnications.y Under the second plan for 1067-71, the development of the
transport and communications continues to take high priority. Of a total planned
public develcpment expenditure of 57.5 billion baht, 17.1 billion baht or 29.7 per cent
is allocated to transport and communication.

Industrial .cvelopment and Investment ir Thailand, Ministry of Industry,
Bangkok, 1966, pp.9-10.

Tke

<

G, National Economic Development

Eoard, Bengkok, 1964.
ibid., p.€1.

-
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132. Fower development in recent years has been very rapid. The 563 million kWh
generated in 1960 rose to 1,340 million kWh in 1965 and is estimated to rise further
to 1,700 alllion kwh in 1966.%  Under the second plan (1967-71), the actual
generatirg cepacity of 552,600 kw in 1966 is expected to rise to 1,212,200 kw, an
in:roase of 1.2 times. The distribution of power-generating capacity by sources
1s chown belov (in thousand kilowatts):

sapacity in 1966 |
Hydro-eglentric 162.6 511.9
Therms". (steen) 260,0 %07.0
D.'.’.""Ql 1280 5 13303
Tot 551.1 1,212.2

133. In order to achieve the above targets, the second plan expenditures will be
e"proximately 3.54 bdllion baht or about 6 per cent of the total development
e:mendiiuras, as compared with 4.3 billion baht or about 13 per cent of the total
outlsya during the first plan. The decline of the plan expenditures for this
sexto> 13 based on the policy of increasing the effective utilisation of the
emucuing major Rydro-electric projects, namely the Bmumibol and Ubolratana multi-
pirposa projects.  Approximately half of the sector expenditures will be allocated
to hn extenrion and interconnexion of the grid system in order to derive maximm
valus from exiating facilities.

134. Ipduntrial research in Thailand is still in its early stage of development.
It is in the hands of two organisations, namely, the Departnent of Science of the
Yiristry of Industry and the Technological Ressarch Institute. The Uspartment
of Scicnce, started in 1691 as a mall laboratory of the Dopartment of Mines emd
Geolozy erd tremsferred to the Royal Mint in 1903, wes formally established in the
Firistry of Industry in 1934. It has now differemt divisions on chemistry,
bislogical acience, plysics and engineering and amalytical chemistry training, and

267-1971), Wational Economic Development




bes enioleted severial iladustrial recsearch projects. It has an annual budget
coreenrlsticn fron the Goverpment - US 407,000 for 1964, US 355,000 for 1965 and
& TLE7,000 £or 1994, G Teshnological Ressarch Institute is the first of three
conn wmdien = ot lseiesl, aosicdultural and medical - to be established by the
anilied Coiewcifie looenrch Corporation of Thilland, an autonomous govermment agency,
wideh cor irto Votrne ir 19620 The Institute was jointly organized in 1965 by

the Jover.mert cud Ut Uolted aotions Specicl Fund, which contributed respectively
T3, 147000 L2 0T e, 300 for the first five-yaar period of operation. It has
rour trops, dinline wita indeosricd chordstry, nincrals and metallurgy, textiles

1 - . 3 - - %
filres, -nd cor crstica nateriels.

v e

i

135, To e tuo irdustii 1 oronerch ovganizations have been careful to avoid

Coioerm ttio 5 pmoiaect: asd te concarirabe in the first instance on areas in which
they co v b € the reatest practical use to existing industries, such as in the

g elitut tar of ind'sencus row materials for those previously imported.

1%, F-roereb in oeivete indistry is unknown in Thailand,  tven relatively large
un.otovines, suth s coment factorles, starch factories, paper mills, sugar

£ ts oy Lewemic: and cherical plents, do not engage in sclentific research.
Tholr lroos-corics oo neinly for process and quelity control.

137, IrZust=ial treinirg in Thailand is in its infancy. The training prograrme
fer Cif%rront entegories of porsonnel, though being developed, is far from adequate.
Iar 2henical trades (such as clectricel, automobile engineering, and the welding
trades), iuilline construction, carpentvy or woodwork, tailoring, leathercraft,

gil v retlilov re, toaet brildire and telecommunications, vocational schools are

. Zeehnicud eolleses ere also growing., Ik addition to the Bangkok
Tectrie- 1 Institnte eotablishel in 1952, reveral others modelled on the Bangkok
inciituts hove Luen cot uo in th provinccs® at Sengkla in 1955, at Nakorn
Rutebnri-r 20 1000 ~ 2 p* T4 el in 1957, Short-tem courses, generally
operrted bty privoie veroticnal schools, cover subjects like watch repair, radioc and
television cerv'o, cui’ '+ ~onstiuwstion, printing, carpertry, electrical trade,

incren-ing

automobile eryizcerit nna 2o on. I the field of higher education, various science

Y/ Asiar Corfecerce on Industrialization, "Sectoral Study on lndustrial Research
and Desirn' (ECAFE document IXNP/Ird.Conf./S.13), pp.103-106; ZCAFE, "Report
of the Corsultative Group for rromoting Co-ordinated Industrial Research in
Asia and the Far East to the Asian Industrial Development Council (secoud
session)%, (E/CN.11/I&NR/AIDC,2/L.1), pp.22-23.

2/ IXNR/Ind.'onf./S.13, F.107.
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and engineering faculties are found in the different universities: comnerce

end accountancy, science, engineering and architecture in Chulalongkorn University;
science in Chiengmai University; science and eﬁineering in Khonkaen University;
snd engineering in the University of the South.

138. Side by side with the growth of industrial treining, there has also arisen

o consciousness on the part of the Government of the need for manpower survey and
planning. The Manpower Flanning Unit in the Office of the National Econonic
levelopment Board, organized in 1963, has up to now concentrated its efforts on
racro-economic demands for trained and educated manpower in terns of levels of
educational and training attaimment. Under the second plan for 1967-71, manpower
requirements of trained personnel during the plan period is likely to reach
118,350, of which 92,370 or 78 per cent can be supplied, leaving an anticipated
shortage of 25,980 or 22 per cent. To meet this shortage, the Educational
Development Flan has incorporated meny projects, of which two major ones may be
mentioned. First, the Thailand Management Development and Froductivity Centre,
started in 1962 with the assistance of the ILO under the United Nations Uvevelopment
Programme, is training mansgerial personnel at all levels in the use of effective
manegement methods in order to raise industrial productivity. So far, only

3,00C managerial personnel from 383 organizations in both the public and the private
sectors have benefited from the courses provided by the Centre. During the second
plan period, the activities of the Centre will be expanded to provide training for
about 5,000 manageri:l personnel. Second, there is a proposal to train 10,700
govermment officers abroad during the second plan period, so as to raise the quality
of administrative and executive personnel working in the govermment dspartments

and public enterprises in order to strengthen the staff of the many public projects
in various sectors.

139. The biggest manpower gap concerns skilled craftsmen who are required in large
nunbers in construction and engineering trades to cope with the rapid expansion
snvisaged by the plan. The additional mmber of craftmmen needed in the non-
sgricultural fields is estimated to reach 529,800, In order to mest the shortages
of skilled craftamen, the plan has initiated certain special projects in the fields

od, 9R..0dk., Pp.176-186
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of vocational education and vocational training. The Vocatinnel uducetion Prnject
which has baen sponsored with the assistance of ¢ World Bruk loan will provide,
inter alia, for expansion of fourteen industrial trade schocls teo roduce annuolly
2,100 skilled persons in the following trades - automotile enyineering, buildin,
construction, electricity, machine shop and metal work, and rudio and televisicn
servicing. In regard to vocational training, a project to improve the skills of
industrial workersc has been proposed and an Institute for Industrial Skill fromotion
will be set up in Bangkok. Also an apprenticeship training progreuine is proposed
to provide the vocational school graduates and new entrants to the labour market with
necessary practical training to make them full-fledged skilled workers. This
programme will be organized with the co-operation of industry to suit manpower
requirements and to meet the expanding needs of economy.

140, In order to encourage investment, both local and foreign, in industry, the
Government of Thailand enacted the first promotion law callad the "Act on the
Promotion of Industries, B.&, 2497" in October 1954. In April 1959, the Board of
Invcstment was created to render assistance to would-be industrial entrepreneurs and
investors under the provisions of the Act. This Act was, however, replaced by the
"Promotion of Industrial Investuent Act, B.E. 2503" in October 1960, with the Board
of Investment becomin’ administrator of the new Act. This Act was ir. turn revised
and liberalized by tie "Promotion of Industrial Investment Act, B.E. 2505" in
February 1962. The more important features of the 1962 Act may be summarized
briefly as followst

(1) The State guarantees not to engage in competitive industry (cther than
any presently ocperated); it also guarantees against expropriation
or nationalization of industry.

(2) The entity, if duly registered in Thailand, msy own land required for
ite operations.

(3) Fromoted entities are exempted from import duties and business taxes
on machinery, parts, components and accessory equipment required and
on prefabricated structures, or component parts and materials for
structures, if squivalent materials are not prc iuced locally.

(4) 4 new promoted industry (not spplicable to expansion of an existing
industry) will be exempt from inoome taxes for a period of five years
beginning with the first year when sales or income are recorded.

y m" pp'm.wo
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(5) A promoted industry moy freely remit foreign currency covering return
of capital, profits, interest and principal on foreign loans, royalties,
or other like necessary payments.

(6) Entry of necessary foreier experts, technicians, or other personnel
required will be permitted.

(7) The promoted industry may export its products if not contrary to the
gecurity und cconomic interests of Thailand.

141. Specified industiies; deemed vital and necessary to the economy of the country,
and identified as Group 4 in the Act, will be exempted from full import duties and
business taxes on rew or necessary materials for a psriod of five years. another
group of industries, deermed less vital and necessary to the economy of the country,

and identified as Group B in the ict, will be exempted from 50 per cent of such duties
and taxes for five yeers. Other industries, not included in Group A or B, but
classified as Group C in the Act, may upon recommendation by the Board of Investment
and spproval by the Cabinet, receive exemptions not exceeding one-third of the import
duties and business taxes on raw materials.

1,2, Promoted industries msy receive, upon specific approval by the Board and for

such period of time as it may athorize, additional benefits such as: (1) prohibdtion
of import into Thailand of like products; (2) increase in customs duties on like
products importsd; (3) exemption from or reduction of export taxes on products
exported; and (4) exemption from vusiness taxes on exp~rts.

143. 1t mey be noted that from 13 April 1959, when the Board of Investment was created,
to 31 March 1966, 871 epplications were received, of wvhich only 474 were spproved.

344 certificates were issued si:iiy-seven in Group A, twenty-one im Group B and

256 in Group C. The registered capital of these 344 enterprises vas 2.58 btillion baht,
of which two-thirds were Thai and one-third foreign; their working cepitel had reached
8 billion baht. The mmber of enterprises which had come into operstion ty the end
of March 1966, hovever, totalled only 177.

“United &ut« Gpontim lﬂuioeto

Bna;tak !bhrunry 1966, p.33.
& lodurtrial Devalopment and Investment in Thailand, op.cit., pp.52-53.
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(L) Lpdustris) feasibility surveys
144. Cn the basis of a1 sarvey conducted for four months from December 1961 to
March 1962 by a consultant acting on behzlf of the United States Agency for
International Development (AID) .o identify industrial investment opportunities
or possiole industries which could prolitably be set up in Thailend, a tesm of aix
consultants finunced by the United States Operations Mission of the Agency (USOM/ALD),
came to Theilend to carry out economic and feasibility studies on four selected
industries, nemely, water pumpe, household electricel sppliances, soda ash and
caustic soda, and hand tcols. Four government engineers were assigned by the
Kinistry of Industry to work with this team. The four reports sutmitted bty the
consultants and subsequentiy published by USOM/AID, Thallend, cover in detall the
following points:

(1) merket analyses, covering present local consumption, growth potential

of market, and possibilities of export;

(2) production requirements, including process and raw material needs and
supply;

(3) estimated cost of investment, including machinery and equipment and
working capital; '

(4) estimated production and operation costs;

(5) financial anelyses showing expected rate of return on investment.

1,5. No other industrial feasibility surveys for specific industries have been
underiaken since then. However, since 1965, a general technical sconomic survey

unit has been formed within the Department of Industrial Fromotion of the Ministry

of Industry. This unit, with a modest budget of 169,500 baht in 1965 and 208,750 baht
in 1966 and at present composed of two economists end one engineer, has so far
vndertaken surveys of six provinces in the north-eastern region of Thailand.

146. In this connexion, mention may be made of the AID investment survey programce
designed to encourage United States investors to investigate specific plant and other
productive investment opportunities which would contribute to the econmmio

sdvancement of Thailand. Under the prograzme, the United States Govermment, through
AID, may nay up to 50 per cent of the spproved costs of the investigations. If after

1/ ibid., pp.5-7.






