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Introduction

0.01 The International Centre for Industrial Studies, is

currently carrying out a 2-year research programme on
the establishment and operation of the institutional infrastructure
for industry in developing countries, in support of an accelerated
implementation of the goals and targets of the Lima Declaration
and Plan of Action on Industrial Development and Co~operation, and
more gererally, the establishment of the New International Economic
Order.

0.02 The initial phase of the programme comprises an
assrssment, in respect of a number of developing
countries, of the industrial support functions carried out by
existin: institutions as well as additional functions needed, to
mest the requirements of the countries' industrizl development
strategy and policies, with particular attention given to the
implications of the goals of the Lima Declaration for the institutional

machinery in these countries,

0.03 1In the case of Thailand a short field mission by the
special consultant for the research project, Dr. L.L.
Barber, and the UNIDO staff member Nils Ramm~Ericson was undertaken
in June 1976. This working paper is based largely on the findings
and notes made during the visit and on various documents or
publications obtained by the mission or otherwise available at
UNIDO headquarters, A listing of the sources is appended as Annex I,

0.04 The purpose of the working paper is primarily to
consolidate and analyse the material on the Thai

institutional infrastructure for industry (1) for use in the
comparative overall analysis and conclucion drawing from the
about 20 country surveys or in-depth studies being undertaken
in the initial phase of the research programme and (ii) for
use as a basis for a further dialogue with the Thai authorities
in connexion with efforts to support the development of the

country's inutitutivnal infractructure for industry,



I, Brief summary of Thailand's industrial devclopment
resources, poten*ial and stratesy

a, Industry's role in the economy

1,01 The economy of the country is baced primarily on
agriculture and nearly 80 % of the labour force is

engaged in agricultural production. Rice is the most important
crop, followed by rubber, maize, sugar, kenaf, and cassava. Even
though agriculture is providing a major contribution to Thailand's
economic growth process in terms of income, employment and export
earnings, its relative importance has been declining because of

a significant change in the structure of the economy. The rapid
relative expansion of output in the non-agricultural sectors -
particularly in manufacturing - ha: contributed towards a better

sectoral balance. Following tables highlight this development:

Percentass Distribution of GDP at 1962 Prices

1260 1965 1970 1971 1972 1973 1974 1975

Agriculture 38.2% 34.1% 30.00 29.8% 28.1% 28.0% 271.7% 2774
Yanufacturing 13,17 15.55 17.1% 17.5% 18,10 18.2) 20. 4% 20.27
Trade 15.8% 16.1% 17.4% 17.1% 18.0% 18.5% 16.5% 15.17

Growth l~les of GDP at 1962 I'rices

Average Average 1971 1972 1973 1974 1975
1961-65 1966-70

Agriculture 5¢3 % 41 % 4.3%<1.6% 10.2% 3.2% 6.6 %
Manufacturing 11.4% 10.5% 16.2 % 10.7% 14.6 % 2.5% 6.1 %
Trade 7.9 % 10.4% 3.0% 5.2% 12,.7% -2.0% =1.7 %
Total CDP 7.8 % 1:9% 6.9% 4.2% 10.5% 3.2% 6.4 %




b. Structure of manufacturing sector

1,02 Although the industry sector (manufacturing) now
represents more than 20 % of the CDP (against 13 ¢

in 1960), and 17 4  of total investment, it provides jobs
for only 5 % of the labour force, or about 900,000 persons.
Manufacturing employment is presently concentrated in very small
cottage type enterprises on the one hand and in a number of large
firms (employing more than 100 workers) on the other, while at
present there are relatively few small-medium industrial units
(employing betwecn 10 - 100workers) to fill the gap between these ~ o
two extremes; such units probably account for under 5 % of the
total number of enterprisecs, 10 % of empnloyment and 15 % of value-

added in the industrial sector. .

1,03 Unemployment has not been a major problem in Thailand
up to now, but the rapid exhaustion of new settlement

areas to cultivate will sharply curb the capacity of the agricultural
sector to continue absorbing new entrants into the labour force at
the same rates as in the pas+, The expected increase in migration to
the urban areas - mainly Bangkok - coupled with existing unemployment
therc, will necessitate the active exploration of alternatives for
employment generation at a lower cost in the industrial, trade and

services sectors, - (See further para. 1.27, incl, footnote.)

1,04 There is a heavy concentration of the industrial activity
to the greater Bangkok area; indeed Thailand's problem of
lack of growth poles,alternative to the main metropolis,is one of the most
severe and least tackled in Southeast Asia, In terms of valuc-added, it
has been estimated that the industries in the Central Region‘(inqluding
Bangkok) produce about 70 - 80 % of the total value added. *)

#) Logation of promoted factories in operation 1960-74 @ _
) Baggkok and éﬁhﬁ?‘??bkarn 350, Other provinces in thé central Resion 167,

Forthern Region 37, Northeastern Region 16, SouthemRegion 34 = 603,
- 1
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The choice of location is due to several factors such as

= Bangkok is the commercial and financial center in Thailand;
- Bangkok is also the center of administration;

« Good transportation and communication facilities - with
favourable rates - are available in and arovnd the Bangkok
arca as well as lower rates for electricity and water supply;

= The proximity to the only seaport in the country;

- The industries use a very large portion of unskilled labour;
= The role of foreign investment and participation;

- The techniques of production are usually fully imported;

= The growth of inter-industry links;

= Bangkok is the principal market for industrial products
with 10 % of the total population and an average level of .
money-income per resident about 250 9 of that in rural areas.

1.05 Practically the only industries not established in or
around Banrkok are those based on natural resources. Rice
and saw-nilling operations are spread throughout all regions. Tin smelting,
rubber-processing, non-metallic minerals processing, sugar, tapioca, flour
and wood-based industries arc located at the sites of resource
availability.

1.06 Heliable up~to-date dctailed data on establicshments in the
Thai marufacturing ccctor and their key characteristics are
not available, According to a 1968 inductrial census there were about
45,000 manufacturing establishments (a major portion of which were rice
mills). Government estimates surgest that by 1973, these had increased
to over 66,000 (of which just about 35.000 were "registered™).

1.07 The following table indicates the rough distribution of
registered establishments and value-added between three

broad economic classifications from data available for 1973,

Estal:lishments Value-added
in manufacturins indust~v_  Baht *5

No, % million %
Consumer goods industry 27,582 719 19,200 52
Intermediate goods 13.200 6

industry 4,974 14 3 3
Capital pgoods industry 2,495 T 4,200 12
35,051 100 16, 6O0 160

*) 1 US* = 20 Boht



1.08 Since ]968, value-added in the manufacturing sector has

grown from Baht 17,900 million to Baht 36,600 million in
1973 (and approx. Baht 56,000 million in 197%) in current prices, with
a relative shift in its composition. In 1973, consumer-goods industries
contrituted to 52 % of value-added versus 62 % in 1968, intermecdiate
goods industries to 36 % versus 28 ¢, and capital-goods to 12 % versus 8 %.
The increcase in the share of intermediate goods was due largely to the
backward intcgration of the textile industry during the period and the
manufacturing of a wider range of chemicals and chemical producis. The
increase in the share of capital goods industries was due almost

entirely to vehicle assembly operations.

1.09 Available data on capacity utilization in Thai manufacturing
does not permit any quantitative assessment of performance in

the sector as a whole ¥ . Apart from the problem of initial over-investment
(due to the Governmeant's stop-ro policies on investment inducing entreprcnecurs
to procure excess capacity equinment when investments are encouraged) ani
temporary under-utili-ation due to ad _hoc input shortages, significant under-
utilization of capaei.y does rot secem to have been a major problem in
Thailand. In 1974, howsever, reccssion in major export markets caused
substantial installed capacily to stay under-utilized, particularly in

the textile and wood-based industries.

1.10 It might be noted that most plants in Thailand operate
on a single shift basis with multiple shifts being confined
to inductrics where proecess requirements necessilate econtinous operation,
e.g. sugar, chemicals, etc., or in export-oriented industries in which

there is pressure to minimize costs, e.g. textiles,

1l.11 As far as the ownership of industry is concerned, it is
noted later in the paper [para. 4,01 ], that a policy promoting
direct government participation in manufacturing prevailed up to the middle
of the 1990's when emphasis was shifted to building the infrastructure and

promoting private scctor industry development. PFurthcrmore,

#) Information from firms often overstates available capacity (to
discourage government from licensing or promotins new investments)
and, at the same timo, understates actual production and sales for !
tax liability rcacons. :
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in 1958 a guarantee was given that the Covernment would not
engage in any new industrial activity in competition with that of
enterprises enjoying promotional priviledges granted by the
Board of Investment. The current Development Plan, 1972-76,
states the policy that

"the Government will not establish additional
public enterprises to compete with private
manufacturing concerns; the existing state
enterprises will be reviewed to determine
whether it is in the public interest that
they cease operations, continue or possibly
operate as joint public-private ventures,"

1.12 While no calculation or reliable estimate of the
degree of foreign investment in Thai industry seems

to be available, some general observations can be made such ast

the role of foreign capital is considerable, but less
so than in some of Thailand's neighbours, and grecater

than Thai investment only in a few important industries;

foreign capital accounts for aboui 25 % of all Board of

Investment promoted equity in operation and somewhat
higher share of all capital approved for promotion since
1960;

out of the 883 firms promoted by the Board of Investment
between 1960-75, 415 were joint-ventures and 22 wholly
foreign-owned firms;

most foreign participatinn has been in non-traditional
sub-sectors resulting in the inflow of new iechnology
and in the training of Thai personnel in relatively new
fields,
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C, Resource endowment

(i) Raw matérial resources

1,13 Thailand covers an area of about 500,000 square
kiloneters whereof about 24 % can be cultivated

at present. Traditionally the agricultural economy of the
country has been dominated by a single crop - rice. Since
1950 more crops have becn introduced and areas under non-rice
crops have expanded greatly. In 1971, the rice growing area
was 43.7 million rai [1 rai = 0.4 acre] and the area with
other crops 20.5 million rai. The other crops include maize,
tapioca, kenaf, cotton, mulberry trees for silk, coconuts,
rubber, tobacco, sugar cane, fruits and vegetables. The recent
years have seen the development of regional specialization;
kenaf being concentrated in the Northeast, maize in the central
plain, rubber in the South, cassava in the Southcast etc. Some
of the fastest growing cach crops such as Mairze, kenaf and tapioca
products have been planted in response to external demand and
virtually all of the output is exported. Other crops are primarily
grown in response to derand in the home market. These crops include
cotton (still far from satisfying the local demand), kapok, coconuts,
sugar cane (has recently developed into a major export crop), oil

seeds of many kind., fruits and vegetables and tobacco.

1.14 The envisaged future development for the major primary
export products up to 1981 is shown in following table

based on NESDB projections :

Actual export 1976 Projected export by 1981

Rice 8,250 million Baht 16,600 million Baht
Maize 2,085 -n - 18,000 =
Rubber 1,862 " 9,350 "
Tin 1,644 " 3,800 - "
Tapioca products 1,547 " 7,600 "
Sugar 1,264 " 10, 600 "
Kenaf and jute 1,087 " 1,250 "
Shrimp 340 " 1,000 "
Tobacco leaves 284 " 1,100 "
Teak 208 " 400 "




1.15 Although forests cover about half of the total land
area, forestry accounts for only 7 % of the GDP from
agriculture, Valuable teak used to be a main export item; it has
now dropped substantially in export voluwmo. There are, however,
still many other species for which both local and export markets
exist. In this connexion, the various raw material sources for
pulp and paper making existing in Thailand, such as pine-trees,
mixed hardwoods, rice straw, kenaf, bamboo, bagasse and rubberwood,

may be noted.,

1.16 Second to tin, the major mineral resource is
fluorite which is being exploited on a large scale
for export. Other mineral resources, presently exploited on a
small scale, include antirmony, gypsum, iron ore, lead, manganese,
tungsten, salt, kaolin, feldspar and copper. Minerals which havo
beon discovered but not yet exploited are i.a, zinc, chromite and

grafite, Lignite ic used for fuel in the North.

(ii) Nannower and domestic market

1,17 There is - as indicated in para. 1.03 above - an
abundant supply of unskilled iabour both in the Bangkok
areas and in the provinces. [The minimum wage for unskilled labour
in the Bangkok arca is at present approx. 7 1.50 per day]. Skilled

workers and technical personnel are, however, scarce.

1.18 The country constitutes a rather sizeable domestic

*
market with a total population of about 42 million );

the buying power per capita in the Bangkok area -~ with some 4-5 million
people - having been estimatcd to be about 10 times as high as the

average for the rest of the country., The GNP per capita is about

6.750 baht, or approx. US$ 340. It should also be noted that the preparatory
work on the forthcoming Fourth Plan has reflected the Government's

increased emphasis on improving tho distribution of dovelopment benefitis

and reducing inequalities between regions, income classos, and nrban and

rural arcas.

#) The population growth rate is as high as about 3 % per annum,
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(1141) capital resources and balance of payments

1.19 The domestic financing needed for the envisaged
programme (in the Fourth Plan) to satisfy

priority needs for economic and social development would be
about 50 % greater in real terms than in the previous period;
measures proposed to achieve this include major reforms in the
tax structure, and a strengthening and diversification of the
financial system. Rapid expansion of private investment is
foreseen as necessary to generato needed growth in manufacturing
employmont and exports. Because of Thailand's high private
savings rate, the availability of private savings is unlikely

to constrain private investment,

1.2C While the Government can mobilize the required domestic
resources with reasonable effort, the balance of payments

could become a cerious constraint to growth. In 1972-74, although
the countiry's inmports doubled in the period as a result of
escalating capital goods cost and a much higher energy bill,
increased export earnings generated sufficient foreign exchange
to cover imports and rotain a sound reserves position. In 1975,
however, the balance of payments situation worsened; there was
a substantial deterioration in the trade balance with the rapid
decline in prices of koy agricultural comnodities coupled with
stagnation in the volume of these exports as result of poor
weather conditions in 1974, and in 19795, especially in respect
of rice, declining would demand. It is expected that the
nex: few years migzht be characterized as a period of smaller
increases in export earnings, generated largely by volume growth,
a weaking of the terms of trade caused primarily by rising import
prices, and rising import requiroments. Consequently, continued
emphasis on export promotion and expandod foreign borrowing will be
necessary to provide the foreign exchange to support the envisaged

economic growth,
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d. Industirial development strategy

(1) Stratemy durins recen’ past

1.21 From the early 1960s until the present time the national
direction in regard to developmani has been overwhelmingly

for economic developmnet at the macro-level., This is reflected in
the succescive national economic deve'opment plans prepared and
implemented by government. The miin aim has been to increase the
gross national product. The stratepgy adopted to achieve this goal
was sizeable public investment into economic infrastructure such
as highwavs, dams, and power plants and the granting of liberal
inducements to foreign investments, coupled with policies toward
pric: and income stabilization and industrial peace. Since 1972,
however, there has been a feeling that such policies, while leading
to increaccd national incomes, have also at the same time not
prevented further polarization of the irndividual incomes - causing
more economic disparity. Therefore, the Third Plan 1972-76 vas
modified to inclule progsrammes which were to promote social
development objectives as well, Opcrationally, the plan de~-
emphasized major public outlays on infra-structure and spent more

on education, welfare and rural development, labour training, etc,

1,22 Thai industrialization, so far, has not been based on
the pursuit of a conscious, well articulated strategy,

although a marked shift in emphasis in that direction took place
with the launching of the Third Plan, 1972-76. Its absence has not
impeded industrial growth, but it has resulted in that the Government
has not always fully anticipated the side effects of investment
decisions on industrial concentration, income distribution, labour
absorption and pattern of foreign ownership and control. Morsover,
government agencies have not had a broad frame of reforence, when
having to respond to pressures applied by various interests,
resulting in frequent and uncoordinated adjustments of policy
instruments. According to a recent IBRD study, in several cases such
ad justments have had effects contrary to those intended on investment,

output, location and factor use,




1.23 Thailanrd's industrial development since 1960 has
followed a defined pattern; initially emphasis

was given to the establishment of industry to replace iuports
and take advantage of existing local markets which could support
domestic production of many types of consumer goods. At the end
of .he Second Plan period, a reappraisal of the scope and direction
of industrialization was made and as a result a major shift in
emphasis occurred in the Third Plan, 1972-76. Investment promotion
was to be directed to industries which depended largely on local
raw materials or thoce with high labour content. The orientation
of the manufacturins sector was shifted from merely the domestic
market towards exports as well as towards a strengthening of its
structure from mere accembly and to make it more efficient and

competitive.

1.24 During the first threc years of the Third Plan, the
pattern of the Thai economy was somewhat mixed. On one

hand the price perfornance was unsatisfactory and the growth rates
of real production and investment fell slightly below the target
levels of the Plan. At the same time the balance of payments
strengthened., The boom in world commodity prices during 1973-74
contributcd both to the sharp rate of inflation * and the strong
export performaace, while the energy crisis and the recession in
major industrial countries adversely affected the manufacturing
sector. Since 1975, the rate of inflation has been stabilized,
mainly as a result of decreasing cxport prices of primary commodities.
However, recession which is still persisting in many of the major
industrialized countries | is a direct effect on the export demand.
The G overnment has shown serious concern over the external sector
and measures have been established to improve the export earnings

and to give priority in promotional priviledges to export industries,

#)  The price lecvel which had been increasing at a rate of 2-3% per year
during the 60' and early 70', jumped to 15 % in 1973 and 23 % in 1974.



1.25 Production in the manufacturing sector diversified
substantially during the Third Plan period, with some

concentration still on basic import substitution industries relying
heavily on imports of raw matecrials from abroad, for instance textile
industry (also export-oriented), plastic industry, light steel industry,
paper industry etc. Thus, unless the major key industries could be
devecloped to a certain stage to be able to supply raw materials to the
import substitution industries, promotion of those industries could not

be successful. The accelerated expansion in the manufacturing sector

during 1971-73 - average yearly rate of 14 % - was, however, export
#*

led. Exports of manufactures ) rose from Baht 800 million (3.7 % of
value added in manufacturing) in 1970 to Baht 9,50 million (15,0 ¢ of
value added in manufacturing) in 1973, With very favourable international
markets in 1970-73, scveral major industries that hid been established
to produce import substitutes were able to increase output and exports
rapidly, first by utilizing the excess capacity crcated during the
1965-69 investment boom and then by undertaking large capacity expansions -
many with participation of foreirm investors - in 1373. Thus, in 1970-73
the output of woven textile fabrics increased by 93 %, knitted fabrics

by 218 7, gunny bags by 73 % and cement by 42 ',";, while a diverse group

of smaller industries - includirg pineapple canning, iron and steel
products, wooden household utensils and electronic assembly - raised
their exports from Baht 330 million in 1970 to Baht 2,510 million

in 1974.

1.26 Since mid-1974, Thailand's manufacturiig sector has been
hit by the recession similar in many respects to those
occuiring in numerous other countriecs. The textile industry which is
the largest employer in the manufacturing sector was particularly hard
hit as production of woven fabrics dropped by 9 % in 1974, and cotton
yarn production dropped 24 % as result of reduced export demand.
[Simultancously with the slump in textile sales in 1974, 51 firms

received promotion certificates for previously planned textile

#) Other than sugar in respect of which the export volume rose five-fold
between 1970 and 1973%

4
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investments totalling Baht 10,400 million. Even thourh all these
projects are not likely to be implemented, the industry will un-
doubtedly ~utfer a period of substantial excess capacity until
export r.rkets recover,| Sonc other industries were, however,

still {aring reasonavly well, such as cercent - 14 o increase in
1973-7% = and ;unny bars - 37 % increase in 1973-75. The food
processing industry also continued to do well [althourh there is
an increasingly serious probler  of obtaining ademuate and reliable
supplies of raw materials from small farners as little new land is
available for lare scale plantation farmins}. Several electronics
firms vere also' setting up or expanding facilities for export

production., -

be Strate in Mourth Plan neriod 1777-31

1,27 In ¢oneral it ray be notel that a development evaluation
of the firnt four vears of the Third Plan indicates that
many development problens still erzist despite the rrowth rate of
about 6 % on the averare which ic expected to be achieved for the
whole Plan neriod arainct the 7 ¢ target of the Plan). Such
problens are incouw2 disparity, resource allocation, diversifiaction
of economic activities throuchout the country etc. Arainst this
backrround overall objectives for the Feurth Plan period 1977-81

have t2en indicated to be to

- reduce income mp and raise standard of living of the
people. (IMazimize srowth rate alone cannot fulfil income
distribution problems in the short run, resources will
therefore have to be diverted to areas where they would
improve the quality of life of the people. Various
mechanisms will be employed reparding development and
redistriovution ot income).

~ keep economic growth in consistence with resources
availability and rrowth potential. (Even though some
other ob jectives muy have been in conflict with growth
objective, it is important that optimum growth rate must
be set in consistence with resources availability.
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The GNP growth rate for the Fourth I'lan is envisaged
to te set at the average rate of 7 % annually.)

- promoie national security throuch strengsthening the
economic and social bases in particular in the rural
areas.,

- crcate employmnent opportunities as well as the
improvenent of wage and incore structure in various
sectors. *) (The Plan will aim at full employment.
Noreover, the improvement of ware cnd income structure
both in urban and rural aurcas will also be emphasized
in order to help promoting social justice and reducing
income gap.)

- maintain economic stability and keep the balance of
payments position at prudeat level. (iiconomic fluctuations
and price movercnts exsperienced during the Third Plan period
have brought about widespread uncertainties in the Thai
econotys It 1c therefore felt necescary to set the concrete
objective concerning econonic stability in the next Plan.)

= 1increase and distribute public utilities to meet the
requirerents of the people., (The Jair distribution of
public utilities is another tool that can help promoting
income equality. In the i‘ourth Plan, it is envisaned that
the Government will encourase both the expansion and
diversification of public utility projects, in harmony with
the producticn seclor requirements particularly in the rural
areas,)

- reduce the prowth rate of population and {i:nrove the
quality of ku-an resources, (So far as it can be assessed,
the set reducnd porulation prowth rate targset will not be
achioved by the end of the Third Plan. Purther reduction of
population sroiith rate taroush viporous family planning
progranme 15 £111 one of the major objectivesin the Fourth
Plan. However, in parallcl to thic, improvement »>f manpower
quality at all levels will also be emphasized. )

- prevent environmantal problems and rcduce poulliution.
(As economic development proceeds, the questions of pollution
and environmental problems are increasingly vital. Environmental
planning and enforcement of the law are major factors for
preventionoffiture and reduction of the existing pollution.)

- stimulate development in rural areas through decentralization
policy. (For deveclopment to really reach the grassroots level
in the rural areas, thec decentraliration of administration is
escential. During the Fourth Plan pericd, there will be development
Plans for individual provinces within the general framework of
the Fourth Plan. Also, special emphasis would be given to
eliciting popular participation in rural development projects.)

*) A recent ecconomic report on Thailand(of 14.11.75)notes that 'To
achieve its distributional objectives Thailand must aim at a growth rate

at least as high as the 7 % target of the Third Plan. Given the rapid
expansion of tielabour force that is expected for at least the next 15 years
and the progressive exhaustion of the supply of free land suitable for
agriculture, cmployment creation is a major problem. Wilhout the rapid
intensification of arricultural production and expansion of manufacturing
employment, rural under-employment will become more serious that it is now,
and substantial open unemployment will emerge in urban arcas. Thailand cannot
support larre numbers of uncrnloved, Therefor», growins; unamployvment would by

iteelf nee - orily inayesco drcore bhagmalitics. Tt would also deprans real
lotour ircoerwiry further voroenta: tio paltern of incon: dirtrioution.
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1.28 Besides emphasizing on the expansion of basic infrastructure

as in the previous plans, development in the Fourth Plan

period is expected to be concentrated more on the delivery of economic

infrastructure and social services to *he rural areas where there is

a high potcatial of growth, and to the target groups where income is

relatively low., lorcover, the procedure in delivering development

projects, both economic and social, is expected to be based on an

integrated approach rather than the sectorzl approach as pursued in

the past. In doing so, development problems will have to be clearly

identificd, the development stratesies for ecach problem will be ——

specificd in a packa;e form and, finally, the stratecies will be

translated into developrent prorrammes, measures and projects,

1.2) l'ain development problems, to be tackled in the
Fourth Plan period, have been identified to include

the following:

- Guidelines concerning nacro ecoromic and social structure
will be set up with rc;ard to national prouuci, economic
stability, enployment ¢ quilibrium, distribution of income,
monetary and fiscal structures, regional and rural development etc.

- Emphasis will be given to problems and policies concerning
adninistration and allozatinn of unctoral resources, i.a.
land usss, water resources, mincral resources, and environmental
factors.

= The policy concerning investment for industrial developrient
will be given intensive attention, runging fron questions
regarding industrial structure, industrial location, export-
oriented industries, taxation system, industrial credit,
transfer of technology, industrial co-operation in the ASEAN
region, industrial information and research, environmental
problems, lesal aspects of industrial enterprises, Govcrnment
industrial administration, and labour situation.

- The specific problems of overpopulation in metronolitan arcas
will be looked into. Also, specific recommerdations will be
proposed so as to develop new cecondarv growth are: s in
accordance with regional developmzut plans.,
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- ©Special attention will be given to policy and structure of
public enternrises, Main problems in this arca are the abserce
of definite policy concerning public enterprises on the part
of the Government, the lack of clear guidelines for public
enterprises and ineffective operations.

1.30 As has been noted in previous paragraph, the Fourth

Plan is expected to focus specifically on the development
of the industrial sector which again would be given a leading role in
the economic growth of the country. This would mean that the rate of
growth of value added in the industrial sector will have to be higher
than the averase growth of the economy, that priority industries will
be selected, based on criteria of cconomic cfficiency, employment
creation and their potential for rapid growth. To promote economy
of scale and economic efficiency, exports of manufactures will be
especially supported. Foreign invectment will still be encouraged
but in a somewhat more descriminate way than in previous years,
Attermpts could be expected to be mude to transfer and adapt foreign
technology to suit the local conditions, Industries would be encouraged
to move to or be set up in non-metropolitan arcas, And, finally,

environmental problems will be con:idered.

1,31 Translated into action programmes this should also mean
that at the plunning stage specific attention may be given

to the need for a strengihening of the institutional machinery
(1) for investment promotion (prirarily the Boord of Investment) on
basis of a formulated sector strategy, (ii) for employment generating
industrial development in rural or non-metropolitan areas, through
industrial advisory services (primarily through the Department of
Industrial Promotion) and industrial estates development (through
the Industrial Estate Authority of Thailand - IEAT), (iii) for
technology adaptation and development in the context of the local
conditions, raw material resources, etc. (possibly with main thrust

on the Applied Scientific Research Corporation of Thailand - ASRCT),
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II. Industrial development planning

. 2.01 Economic managsement was relatively weak_during the

later ycars of the Thanom period before October 1973,
because of the poor interagency co-operation and the weakness
of the Cabinet as a co-ordinating institution,and the Sanya
Government [October 1973 - February 1975] took a number of steps
to improve the situation. Une example was the Council of Economic
Advisers to the Prime Hinister creited in March 1974. It consisted

of a group of eminent persons and hal the task of advising not

only on currcnt eccononic problems tut also to take a deep and long
view of the couniry's total economic~political-cdminictrative
structurecs. - The Council, as a non-statutory body, was
autormatically discolved when the Sanya Government left pover,

The Kukrit ard, later, the Scni Governments further strongthened .
the institution. involved in economic management. The Ministry of
Finance, in particular, became far more active in policy formulation,
Together with the Dank of Thailand ard the Budget Bureau they were
manzging monectary and fiscal policy actively in accordance with the
Government's policy objcct%ves instead of relating passively to
events as in the past. Other examples of such more active
pursuance of economic policy objectives were the creation of the
Forcipn Investment Advisory Council and the Executive Committce for

Exports referred to in para:s4.19 and %l below.

2,02 The threce civil Governments after October 1973 -
the Sanya, Kukrit and Seni Governments ~ concentrated
on implementing their shorttorm progrummes and on dealing with
. immediate problcms, However, as pointcd out in a recent
economic 1cport on Thailand y many of Thailand's development
’ objectives can be achieved only through sustained effort over time,

To deal with thece successfully, the role of lonser term plonning

and policy analy:is needs to be strengthened and better integrated

with short term management., Substantial institution building would
also be necessary for a carrying out of many of the reforms and

programmes proposed during the last three years,
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2,03 The organ in Thailand responsible for the development
planning function is the National Economic and Social

Development Board (formerly National Econonic Development Board
and established 1999) which consists of 49 high level officials
appointed by the Cabinet and is chaired by the Primec llinister.
Cabinet Linisters act as advisers to the Board and Ministers
directly concerncd with ecomonic develomment function as chairmen
of sectoral sub-comnittees, However, the Board itsclf does not
meet often, and its function is to larpe extent delerated to the
Executive Committesz which has 9 memberc, including the Secrctary-
General of Li3D3. The Coumittee meets rerularly as ¢ policy-maiiuie
body. Its operatine« arm, the eeretariat of the Boand is headed by
the Secratary=<Gencral. The Secretariat, normally referred to as
NESDB, is an agency within the Office of the Prime iinister [renorting

direcily to the brime Uiniuter, outside the line of control by the

Permancnt Under-Sccretary of State of the Prime llinicter's Officq.

2.0/ DBasically, the L.3D3 is the economic and social
develonront plannins a -enc recponsible for the

preparation of the country's five=year devalopment plans. Ite
plannins function nakes it necensary to bocome involvedl in the
policy development processes siuce it has to review all the ministerial
and puhlic enterprise plans. fifter reviewine, it has to make cconomic
(and social) analyses and how much they cost, how they will be
financed, and what kinds of benefits the plans should bring.
Thercafter, it devices stratepgiecs to maximize pain~ at the minimum
cost, lcading into recoumendations as to the econonic and social
development policies that should be purcued. Once the major policies
are zdopted, the KESD3 will have to ad just ministerial and enterprise

plans io mecet policy objectives.

2,05 Plans which are approved for inclusion in the National
lconomic and Social Development Plan are not really finalj

they need periodic ad justment to accommodate additional new progrgmmes
in the interim years and/or when operating in a tight financial
gituation where the annual bulget cannot always dcliver all the
resources the plan needs. The NESDD encares in armual review and mid-
torm review. When these functions are all added up, the NESDB becomes
the 1n facto policy plarmine, developing, analysis and follow-up

arcncy in the couniry as far as econonic matters are concernede.
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2.06 The National Economic Development Board Act (1959)
states, for instance, that the Secretariat of the

Board, besides other duties, shall have to review and rcport on
the status of economic development projects of ministries,
departments and state enterprises and when considered necessary,
make recommendations for acceleration, termination, modification,
or liquidation of specific programmes. According to the Act, the
Secretariat has the power to require Government's ministries,
departments and state cnterprises to submit information nccessary
for the review of the procress of economic development underway.
The Develornent Evaluation Division of 1ESD3 is entrusted the
task of preparing such a progress report. The follow-up of all
project implementation is, however, beyond the scope of the
authority and capability of the Development Evaluation Division

and is done by each operating agency.

2,07 The NESDB has over 350 officers working in 11 divisions,
the most important being the Division of Economic and
Social Planning, the Division of Economic Programmes, with an

Industry Scction, and the Division of lManpower Planning.
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2,08 The NESDB has just finalized the Fourth Five-Year Plan,
1977-81. *) In the previous plans it was felt that

planning for the industrial sector was very inadequate. In fact
the industrial sector was not included in the first two plans. And
in the Third Plan only policies regaruing industrial development
were stated, without any specifie formulation of the plan. Even though
it could be eonsidered that Thailand had been quite suecessful with
her industrialization, it is also felt that industrialization has
created a number of problems which might have been avoided on the
extent of the problems reduced had there been a properly formulated

industrial nlan, Dr. Naronschai Akrasance of the Thammasat University
**)

in Bangkok has in a reeent study, prepared for NiSDB, listed the

problems as follows:

(i) PForeign investment seems %o be too exploitative;

(ii) The growth in wealth due to industrialization has
not been justly shared;

(iii) Employment ereation has been too low;
(iv) Problem of labour welfare amrelations;

(v) Inadequate adaptation and transfer of technology
and inef{ficient utilization of resources;

(vi) Inconsisteney among government offiees in their
actions related to industrial development;

(vii) Environmental problem;

(viii) Coneentratiun of industiries in and around Bangkok.

#) The full toxt of the Fourth Plan is expected to be available in late 197¢.
##) "A Survey of Industrial Infrastructure in Thailand” by Dr. Narongchai

Akrasanee, Faculty of Economies, Thammasat University, Bangkok,
January 1975
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2.09 As noted in paragraph 1.29 above, investment for
industrial devclopment is expected to be given

intensive attertion in the Fourth Plan. Thus, guiding criteria
regarding roiority industries whose development would be spccially
encourased, might be expccted to be contained in the Plan. The
development of such a strategy for the country's further industrial
dovelopient should be weried out through close collaboration betweern
NESDB, the Ministry of Industry (particularly its Industrial
Economics and Planning Division) and the Board of Investment.

It should also be expected that a detailed review of major
projects in basic indusiries will be made and the resource
requirements for their implementation elaborated on: In addition,
the prospects of regional cconomic co-operation - within ASBHAN -
in basic industry projects, such as stcel and fertilizers, would
call for the formulation of a Thai long-term strategy for the

development of these industries,

2.10 lacro-cconomic planning for the industrial sector

is mainly bein;: carried out by NiSDB. For the purpose
of the Third Plan, NESDB prcpared projections of the growth in
value~added in manufacturing up to 1976, the increase in employment,
implied changes in labour productivity and of dcvelopment expenditure.
All these projections were cet within the framework oi’ the national
accounts and could, therefore, be relatecd to other sectoral and
national growth rates. Micro-projections in respect of 19 sub-sectors
of the manufacturing sector were also carried out covering growth
of demand for the products of the sub-sector, growth in value-added
of domestic industry and changes in related imports. [For the most
part, the growth in demand for the various products was related to
the projected increase in GDP under the Third Plan by means of

simple straight-line regression equations derived from relationships

#) In this connexion it may be notcd that several (inter-agrency)
branch-of--industry ad hoc 'national committees! (ruch as in iron &
stael, fertilizer, pulp & paper have been ectablished and working
from tine to time, nmoctly urder ihe aegis of Bol or LESDE, and with
representitives often also from eI, ASRCT, IMCT and others,
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in the past. The ratio between domestic production and imports in
meecting demand was also derived from past relationship, modified

in several instances to taxe into account human opportunitics for
import substitution and intentions to take advantage of them.]

The NESDB also intended to make projections of changes in employment
and investment in the various sub-sectors of manufacturing, but was

unable to carry it out due to lack of data.

2.11 The mode of the industry sector plan preparation
(for the Third Plan) reflects thus a 'top-dovn' planning
system with little inputs coming {rom the enterprice level [exceﬁt
for some 10 major products x) in respect of which quantitative

production targets for 1976 were indicated |,

?2.12 The Ministry of Industry (MoI) hns been taking part,
althourh to very limited extent, in NE5DB's planning

work on the industry sector primarily throush the Industrial
Economics and Planning Division (I1EPD). *x) Also other agencies,
like the Doard of Investiment (BoI), the Industrial Finance Corporation
of Thailani (1¥CT), ard the Limistry of Commerce concerned with the
industrial sector developrient were consulted. Essentizally, these
asencies arc often carrying out dutics also of an indusirial planning
nature, butthere seems to be a gencral tendency to regard planning
as a separaieaspect of administration which con be separated from
the apency's more established tauks insiead of the framework
vhich rclates these tacks one to another and gives them point

and direction,

*) Sugur, gunny bags, cement, paper, vegetable oil, automobile tires,
petroleun, stecl and other iron, textile cloth, fruit canning

#%) Under a UKDP/UNIDO assistance project an industrial programming
adviser worked in the Ministry of Industry in 1971, being
attached to the 135PD. In his assessment, the role of the ILPD
needed to be much more clearly established and accepted. As its
name implies it should have central instead of percpheral '
respon:ibility for the planning of industry. It should take on
itself the supply of the industrial input - projections and policies -
to the plan, instcad of merely contributing to the work done by the
NESDB, This is not to say that its contribution would not be subject
to modification in the 1lisht of points raised by LuiDB having rerard
to national planning considerations; howaver, the main input should
come {rom the 1Ly, the modification from otherws. In other words,
0D ohonld act as a progras ins er deyrlopuent veit for indusntrye.

i
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2.13 In order to avoid this situation an effective inforuation
and feedback system has to be developed to ensure that both

the enterprises and the co-ordinating or implementing government
agencies, participate effectively in the plan formulation. Also, the
adninistrative structure as the vehicle to achieve the planned social and
economic goals, must be suitable for the functions it is assigned to
perform. hcrever necessary, the system has to be remodelled for this
purposc. Until then the planncrs must take into account the limitations
and the capability of the existing administrative structure in formulating

the plans

2.14 1t is generally recognized that planning and implementation
have to be the responsibility of different organizations.
Therefore, an effective information systcm nceds to be developed to keep
the plamning agency posted with the current situation. This aspect is

looked into in followins chapter,

2,15 Furthermore, with a highly centralized administrative
system, as in Thailand, the frarmentation of responsibility

into a larger number of ministries and departments has led to a
compartnentalization of activity wherein co-ordiration between the agencies
concerncd has become progressively more difficult as the administrative
hierarchy comes down to the operative level in the provinces., kven at
the central level, governmental operations appear to be constrained not
only by the overlapping of responsibilities but also by the inflexibility
of rules and regulations aimed at perpetuating central control. This
highly compartmentalized and centralized governmental bureaucracy is
co-existing with the almost total absence of representative local
agencies in the provinces which could have initiated and implemonted

development activities and with a system that provided minimum financial

resources even to the local agencies that existed.
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2.16 A major constraint for regional planning efforts
has, no doubt, been the capacity of the bureaucracy .

to effectively implement programmes. Integrated planning does
exist, the major problem has been the lack of integrated implementation
because of the considerable duplication of functions and lack of co=-
ordination between the very many governmental agencies involved. A
beginning has been made recently by consolidating functional
responsibilities at the central government level., However, it still
remains to be seen to what extent these organizational re-adjustments
would be really reflected in effective co—ordination in implementation

at the local, operational levels,




III, Industrial statistical data services

3.01 Of paramrunt importance is the concept of economic
planning und relationchip between Government and

industry that has been the basis of the country's national plans,
with reliance mainly placed on spontaneous forces in the economy
to bring about development. The Government (in the Plan or
otherwise) points directions for development and endeavours to
concert th> various operating forces in securing progress in these
directions, but it docs not seck to be the main agent of progress
itself. The Governmeni endeavours to create a favourable climate
in which industry can operate, assists in identifyins problems
hindering its progress and in overcoming them through selected
policy instruments, To fulfil its functions towards industry in
this context, the fovernment must have a thorough knowledge of
the structure and functioning of the industrial sector, and a
clear view of its poteniial, problems and deficiencies and overall

constraints governing its operations,

3.02 To enable the design and development of the policy
instruments required to encourase industry in the

desired directions, basic industrial sector data requirements

would include (according to the above mentioned rerort of the

UNIDO Industrial Development Programming Adviser):

A. Volume and value of output and its component preiucts
(those should be cpecified in such a way that they are
readily reclated to imports and exports)

3. Volume and value of raw materials used; specified whether
from domestic or external source;

c. Inputs of power, packaging material etc,
D. VWages and salaries paid

E. Number of persons employed by description and level of skill

F. Number of location of establishments

*) See footnote to nara. 2.12 ahove
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G, Plant capacity in terms of physical output and
carefully defined having regard to hours worked etc,

H. Total value of investment on a uniform basis, say,
current replaccment value,

I. Annual increment of investment similarly defincd.

Jo Home and export sales by volume and value (with indication
whether products are sold for intcrmediate or final use)

K. Competing imports,

3,03 It should be recalled that WIIDO provided expert
acsistance in 1969-70 [to the Department of Labour

mainly, but also to the lational Statistical Office (NISO) and the
Ministry of Industry] for the devclopment of an adequate system of
industrial ctatistices, The main task for the expert was to advise
on the preraration of a Standard Industrial Clascification for
Thailand *) covering all economic activities for the purpose of
developing a uniform system for classification of statictical data
accordins to kind of activity of the establichrment or enterprise
to which these data refer, thus making it casier to obtain comparable
data and 1o combine information from different statistical sources
in statistical analyses, e.g. production statistics, employment
statistics, industrial cencuses [ma}de from time to time by the

1S0], population censuscs, ctc.

3.04 It is evidcnt that for all economic sectors where
annual or more frequent statistical surveys are to
be initiated it is necessary to establish a register of enterprices
and establishments if mail canvassing is to be used., Depending on
the work involved in establishing and up-to-date keeping, the register

#) The Standard Industrial Classification for Thailand thus prepared

is bascd on the International Standard Industrial Classification
(1S1C); the adjustment to the particular structure of economic
activity of Thailand is made by a further sub-division of individual
ISIC groups whenever it has been found to be of particular interest,
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should he restricted to economic sectors where current statistical

data are most heavily needed, e.g. mining and manufacturing. Several
governmental apencies such as the Ministry of Industry, the National
Statistical Office, the Department of Labour and the Board of

Investment are at present cngaged in keeping registers of establishments,
or factories, wholly or mainly for statistical purposes. The size of
these registers vary from a coverage of all econoric activities except
agriculture, forestry, fishing and public administration and defence
(Department of Labour), to all manufacturing establishments, or factories,
for which an operation licence is required (IMinistry of Industry) and
establishments in the promoted industries for which promotion priviledges
have been granted (Board of Investment). Apart from the collaboration
between the Department of Labour and the 150 (the latter has received
register lists from the Department of Labour) there is little or no
direct co-operation between the various acencies recarding the register
work. Apart from the basic cnquiry made by the Ccnsus of Manufacture in
1968 *) the NSO has so far not been able to complete current industrial
statistics which are of much use lor general industrial planning or
market analysic, Indecd, one of the factous which appear to cause
specific concern to foreign-owned companies and joint ventures is the
lack of reliable, statistics on which to base future market and production

projections,

3.05 Partly because of the lack of industrial statistics
published by the 1iS0, a number of other governmental

agencies as well as research institutes and private organizations have
tried to prepare their own statistics mostly aimed to satisfy some
particular nceds for data. Industrial statistics are also partly
prepared as a subsidiary excrcise from data collected for administrative
purposes. Thus, in the Ministry of Industry statistical data is being
collected in connexion with granting operation licences; a major
problem here being lack of upd'ating as well as incompleteness in the

originally requested data.

*) A limited census was undertaken in 1971, which attempted to cover only
establishuents employins 10 or more workers. It covered 3.005 establish-
ments (of which 727 had fewer than 10 workers)
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3.06 The present situation with a number of governmental
agencies and other institutions bothering the individual

establishments ensamed in manufacturing, with questionnaires asking
for statictical information, partly identical and partly slightly
different, is detrimental and fosters unwillingness of private
enterprices to co—operate with government agencies collecting
statictical data. There scems also to exist a deplorable lack of
co—-ordination between the various apencics in their efforts of
collecting statistical data, and sometimes even between various

divisions within the same agency.

3,07 The NSO has tried to establish a programme for industrial
statistics both in respect of infrequent industrial

censucces and annual and more frequent statistical surveys. Mostly
because of shorta~c of a sufficient staff of qualified personnecl
allocated to these statistics, the implementation of the programme
has been slow. The general questionnaires utilized in the census of
manufacture as well as in the annual surveys scem to have been too
ambitiour, especially when the reneral distrust by privatc enterprises
of governmental agencies collecting statictical data is taken into
account. Partly because of too comprehensive questionnaires, partly
because of unvwillingmess by the firms to give away their figurcs, and
partly because of lack of sufficient means to achieve satisfactory
reportin; from unwilling respondents, ncither the amount nor the
quality of the data received has been sufficient for a satisfactory
achievement of the industrial statistics programme. To this has
to be added the very long time lag between the collection of the statisties
and its publishing.

3,08 As consequence, the various agencies engaged in industrial
planning, finding the NSO not being able to supply the data
needed, have been trying to build up their own systems of industrial
statistics, However, the various statistics compiled are widely
differing and the users arc often more confused than ever, not knowing

*
which of the often contradictory data are to be trusted. )

#)  The most efficient statistical analytical work is understood to be
dong by Lacb and the Lk of Thuiland,.
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3.09 Theorectically, the NS0 should be the most efficient
institution for elaborating the basic industrial statistics,

usable for industrial planning as well as for other purposes. The
staff of IS0 should a priori have the best knowledge and experience
how to plan and conduct industrial surveys as well as experience in
data processing procecdures. Authorized by lesislation covering the
statistical field, the NSO is also in a better position than most
other povernmental agencies when it is a question of getting the

requircd data. *)

3.10 At the same time it is clear that agencies dealing with —
detailed irdustrial planning at the project level and
policy making, such as the lMinistry of Industry and the BoI, will
need {o hiave acccss to individual factory data in additon to
agererated industrial ctatisties compiled periodically by a

statistical apercy.

3411 The aforementioned UNIDO adviser recommended that,

in princinle, the National Statistical Office would

ba bect placed to collect inductrial statistics of the general
type rccoirmended by U, such as annual data on kind of activity,
use of labour, labour cost, total value of output, total value

of input, quantity and valuc of important goods produced and
materials consumed, etc. Other data, which may be needed for
indusirial planning and policy-making or for general assessments
by potential investors and others, such as registered capital,
investment costs, production capacity, product ranges, trade
channels, etc. should on the other be collected by another agency
than the NGO, partly because it would break with the general

statistical programme set up by NSO, and partly because the user

#) The Board of Investment, for instance, in collecting
information from enterprises in the promoted industry
branches, may have difficulties to obtain data from
enterprises other than those with promotional priviledges
in force.
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of these types of data vcry often will nced individual figures

instcad of aggregatc totals. The collection of data necded in order

to study, on a comparative basis, the efficiency or profitability

of individual factories such as use of different type of machinery

or itechnolory and different types of labour in relation to quantity

and/or value of output and quantity and/or value of consumed materials

would also be outside the statistical prosramme of LS0. Studies of

this type will normally have to bc on an ad hoc nature, rectricted

1o a relatively small nunber of industries and thus difficult to '

intcerate in irductrial statistics of the:tneral trpe. ' !

3.12 liore recently, in 1973/74, UNDP/UNIDO has provided -

expert acsictance to the Industrial isconomics and

Planning Divisian (ISPD) of the Linictrr of Industrs, for the

purnoce of advirin: on o buildins un of its indusirial statistics

and inforration activities, The iwnediate objectives of the tochnieal

asgistance included the task to advise the Industrial Information and

Docurertation Unit (since 1974 Centre for Iniustrial Statintics,

Inforiation and Hescurch) off IZPD in the collection, processing and

publiching of accurate, complcte and up-to-datc statistics on the

*)

on production and distribution as stipulated in the 1909 l'actory

country's industry. he United was as initial step to collect data
Lay *x) [see paras 4.03 velow]. Supplementary to this data on inputs
(eor. investqent, employrient and raw matcrials) were to hc collected

as well.

3¢.13 Accordingly, out of the 40.000 to 45.000 firms registered
at the Factory Control Division of the Ministry of Industry, under

the Factory Law, the IiPD has selected 60 kinds of industries with

#) In addition to the assistance in collecting, processing and publishing
industriol stotistics, advise was also to be given in connexion with
IEPD's rescarch and studies work in support of policy decisicns and
industrial planning.

##) The Factory Law specifies = in Section 39 (14) - that a Licencee to |
- - operatc a ractory hai, ac onc of sovoral rpooifio dution, "to make
reporis on the volume of production and dizposal of the factory".
An active follow up on this duty has not biecn made by oI until the
above-mentioned selestive intormation collcetion was inatiated.
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about 1.500 firms, all large or medium-sized, for monthly mail
questionnaires covering actual production, capacity and sales

in physical units, [The very big nmuber of about 25,000 — rice

mills are, for instance, not included, | The responce is about 70 ',7; *)
which mcans that IiPD has the mail returns with inlustrial statisties
on production and sales of only 2 ; of the reesistered firms in terms
of their numbers, while if' the industrial production and value

added are considernd the coverare is around 30 % - It should at

the same time also be borme in mind that in respect of a number of
industrial sub=-scctors, coverine~ most of the countrs's large and
mediun-size industry, the repular monthly reporting ic close to

100 e

3,14 The selection of firms can certainly be questioned
[from statiztical rannline point of vieu| since thay
vere not cnlectel at random but accordine to the amouni of
investricat = 1 million bahto ard avove, The UNID Nid-term Review
liission in Avril 1275, recoumendel that an immedinte aim  should be
to cover about 3000 firms and to apply random ramnline, This would
much enhiance the usefulness of the data for planning purposes, €.g.

indusirial location planning beyond the Bunrkok area.

3,15 An anmual nublication by Isi'D, "TIndustrial Statistices",
is the princival organ for the dissemination of the

*)

of 21 industrial products is regmlarly published in the 'Monthly

Bulletin' of the Bank of Thailand,

*
information collected, Bessides, the monthly production data

-

*#) According to the UNIDO expert, lir. Brahma's revort 'Computerization
of the Industrial Data for Thailand' of 2 October 1974

**) INPD is also considine« to publish a monthly bulletin [a 'trial' issue

was ceceatly published |. One of the major dravbacks of both

publications is the lackine of accuracy of data since no reliability

checks have been anplicd so far. ltamedial action was provosed in
conrexion with a review of the technical assistance projoct, it
being realived that cuch checks would require a major effort by
vay of imut of ctalf resources, ‘

om
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3.16 It should 2lso be noted that the Board of
Investment has fairly recently established
a very detailed reporting cystem in respect of the several

hundred enterpriscs which are enjoying incentives benefits

3,17 Avart from the S0, the Ministry of Industry
and the Board of Investment, many other arencies
collect and use data on industry., The Bank of Thailand, the
Industrial Finance Corporation, The Labour Department, the
linistry of Iirance (i\'uvcnue Lepartment and Customs
Department), the 1LShs *) and the Association of Thai Inlustries
partly collect their own data on indu.try or use such data

provided by others.

*) It may be noted that the NESDB reprasentative at the Mid-torm
Revicw ;2eting in April 19795, of the assistance project to
IEPD [ceco para. 3,177 emphasized NHE3Di's need for up-to-date
data vhich the 150 was unable to produce so far and which
could he produced by IEDP.
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IV. Industrial investment promotion

4.01 The Second World War and its aftermath brought into
sharp focus the need for industrialization and import

substitution and this encouraged the Government to establish a
number of industrial enterprises ranging from sugar to paper,
gunny bags, plywood and glass containers. The policy of direct
goverrmental participation in manufacturing continued up till
the middle of the 1950s, when enmphusis was shifted to building
the infrastructure and promoting private sector participation.
While direct government investment continued in practice, but
to a smaller extent, the first Act for the promotion of industries
was passed in October 19%. In 1953, the Government guarantced
not to enrare in any new industrial activity in competition with
that of the promoted enterprise or cxpropriate or nationalize
any private inlustrial activity. A year later the Board of
Investment wac established to render assistance to would-be
industrial cutrepreneurs and investors under the provision of
the 1954 Act. That Act was replaced by the Promotion of Industrial
Investment Act of 1960 with the Board of Investment becoming the
administrator of the new Act. In 1962, the Act was revised to
liberalize the promotional benefits and simplify the legal and
administrative procedures. During the 1960s, th: Government's
choice of promoted industries was based almost entirely on import
substitution., Promoted firms were confident in not merely being
excmpted from tariff payment for import of capital goods etc. but
at the same time in being protected rather heavily from foreign

competition for their finished product.

4.02 Two important changes were introduced in the late
1960s in the Government's policy of industrial

promotion. Firstly, promoted industrics were granted full duty

exemntion on import of capital goods, except those that were




locally produced. Secondly, with a view to encourage the use

of local raw materials, the exemption limit for imnort of raw
materials (havine carlier been totally exempt) was reduced to

a maximum of /3 of the value which would be allowed by the Bol
only when it considers the exemption being justified. The
Promotion of Industrial Investment Act was replaced by National
Executive Council Announcement No., 227 - the Investment Promotion
Law = in October 1972, The new luw enabled the Board of Investment
to give greater fiscal priviledres to erport—oricnted industries

and industries located outside Banskok.

4.03 Exceont for the licence to operate a factory under

* . . .
the Factory Law ), mpoced primarily for reasons

*x)

inductrial invectnent; in addition to the tariff and protcetion

of health and safety there arc no licensin: bvarriers to
policies pursued by the rovernment, industrial investment in
desired directions is thus primarily encoura~cd by the provisions
of fiscal and other incentives granted by the Hoard of Investment.

The Board is empowercd to:

(i) determine the list of industries to be promoted;
(ii) approve individual projects to which promotion
benefits will be granted; and
(iii) decide upon the extent of tax exemotions to be

given in each individual case,

*) Under the Factory Law of 1969, all factories (using machinery of
two horse power or nore or cmploying seven or more workers) must
be licensed by the linister of Industry who is piven wide power
of discretion under the Law. Before granting a licenee, officials
of the Ministry mus inspeect the factorv to ensure that it conforms
to the specifications previously submitted to the Ministry. A licensec
opcrating a faclory must maintain the factory and equipment in a
structurally strong, safe condition; provide sufficient emerrency
alarm system, fire~-fighting cquipment etc. It may not cause rrave
nuisance or dan<er to the publie., All existing liccnces have to be
reneved every third year. S

#%)  Recently, in a fcw cases, thoe Ministry of Industry has also becn
refusing licencces on econonic ground 1, after havine announced

(eazotted) that the sorciric Jndustre wector does not need alditiona)
capicilye
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4,04 The task of the Office of the Board of Investment (BoI)
is to "take steps to induce investment in activities of

econonic and social importance and necessity to the nation., It shall
provide investment services and perform other administrative functions"
[Article 10 of MEC Announcement No. 227]. Only the minimum size for
firms - expressed usually in terms of capital invesiment but sometimes
in terms of basic capacity or output - have been announced in advance
by the BoI, and these size requirements are actually rough guidelines
to help the Bol judge whether a prospective project is likely to be
sound., In addition, the Board may require from applicants certiain
conditions on the amount ard source of capital, thz nationality and
number of shareholders, local materials to be used, the nationality
and numbcr of personnel, traininz and enployment of manpower and
the distribution, drnsignation and equality of products. No concrete
guidelines for these conditions are provided in the legislation and
are thus left to the discretion of the Bol, In practice it appears
that the Board has restricted itcelf to conlditions concerning the
import of machinery within a specified time; the production inputs
and manpower plans proposed by the applicant himself; and in respect
of a few selected industries, the percentage of Thai ownership. The
encouragement of joint ventures is determined by what the Board thinks

"the market will bear" *),

4,05 In line with the Government's emphasis on export
promotion and stimulation of investment to generate
employment, the Board of Investment announced in April 1975, new

and more detailed pguidelines on investiment promotion. The explicit

#) According to the Bol publication "Investing in the Dynamic
Growth of Thailand', September 1975,



_33..

objectives behind the changes were:

- (1) the creation of a favourable investment climate *);

(ii) the promotion of direct foreign investment with
appropriate safeguards;

(iii) greater decentralization of investment to provincial
arcas throurh special incentives and through provision
of improved public infrastructure;

(iv) acceleration of project identification effort through
special studies;

(v) direct rclation of promotional priviledees to the
benefits cxpected to be derived in each cuse; nd

(vi) formulation of an explicit industrialization strategy.

4.06 The primary fiscal incentive which may be given to
promoted firms consists of full exemption from corporate

income tax for a period of 3 to 8 years, Generally, firms are given
5 years' excuplion while longer periods are reserved for projects
unlikely to show a profit in their first 2 or 3 years; shorter periods
are often granted to promote expansion programmes. Approved machinery
may be inported without duty provided that 'similar machinery
approximatcly equal in quality and price are not being produced in
the country in sufficient quantity'. The Board may prescribo in the
firm's promotion certificate tho period of time in which such tax-free
imports may be made; usually 2 years is allowed. Raw materials are not
normally cxempi from tariffs although thi re are provisions for their

relief as special incentives or as export incentives,

#) With the improved performance of the economy starting late 1972, and
a generally brighter outlook for the future, a great many private
sector investment decisions ware made and applications to the Bol
for promotional priviledges increased from an averare of about 100
in 1970-71 to nearly 200 in 1972, and 550 in 1973. The private sector

investment (prirarily in industry) increased by 19 ¢ in real terms

in 1973 and 17 % in 1974. [This investiment brourht substantial
additional capacities,inter alia, to the sugar, textile, gunny bag
and tapioca flour milling industries,] The investment climate worsened,
however, during 1974, for a variety of reasons, including the lack of
clear policy toward foreign investment. Applications to Bol dropped to
225 in 1974, and just over 100 in 137%.
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4.07 Promotional benefits granted are since 1975, linked
to employment creation, export gencration, use of

locally produced raw materials and plant location in ten designated
"development zones", or "investment promotion zones". Under the
new rules, non-export oriented industries [1ess than 20 % of total
sales exported] are eligible for promotional priviledges only if
they locate outside Bangkok, have protection of less than 30 %,
value-added of at least 30 ¢ and Thai participation of at least 40 Be
Moreover, they can receive tax exempt status (up to 5 years) only
if they employ at least 200 workers and invest at least 50 million
Baht (approx. Us% 2 Y2 million). Export-oriented firms, on the other
hand, receive tax cxempt status and are entitled to promotional

priviledges without havins to mect the above criteria.

4.08 DMNon-tax investment promotion measures include a
guarantee that the promoted firm will be allowed to
remit forcisn currency from Thailani in order to rccover equity
investment, to rcpay forciim loans, to remit profit and interest,
and discharye obligations contracted for the use of rights and

services relating to its promoted actlivity.

4,09 1In effect, threce types of protection against competition
may be offercd to the promoted firm, namely, firstly,

that the government will not establich a new statc enterprise which
would compete with it, secondlv, the firm is protected theoretically
against the creation of uneconomic overcapacity in its indusiry
through the Board's practice of suspending new promotion in an
industry where there are sufficient firms to supply local needs
and, thirdly, protection against imports is provided in various
ways - competing imports may be prohibited altosether or subjected

to increase in import duty if they are "of the same kind as those

being produced by the promoted person."
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4,10 As noted eurlier, investors inicrested in projects
which are not eligible for promotion under the

Investment Promotion Law may still establish the project but
without privilcdges, for instance, concerning duties on imported
machinery and equipment, However, to encourage an incrcase in
export trade the Government has recently introiuced a number of
special incentives for exporters, promoted as well as unpromoted;
the most important beins a reduction with 90 % of the customs
tariff which have been paid on goods which are imported with the
intention that they will be processed, mixed or assembled into
products for export. Tax credit provides another export incentive
also available to unprouoted exporters. Tn the case ol praomoted
firms, the incentives law providec special benefits for exportars
which the oI may add to the promotional priviledges. Thus, full
exemption of import dutics on raw materials used in processing or
assembling an export commodity may bo pgranted during a limited time
period, [These duty excmptions for promoted firms are in addition
to drawbacks and tax refunds .-onmlly available to unpromoted exporters
and administered by the Fiscal Policy Office in the Ministry of Finance].
Another speccial incentive is relief of export tax and buciness tax on
export output. Finally, the law provides for a small cxport subsidy

in the form of an allowance againcst taxable income,

4.11 A recent analysis of the impact of Thailand's protection
and incentive policios *) suggests that in general, these

policies have not resulted in inefficient high cost production across
the board. However, they have inadvertently resulted in focussing on
import substitution, with higher "effective protection” being provided
to industries producing for the domestic market than those producing
for export. Success in increasing manufactured exports was thus
achieved in spite of, rathsr than because of, the tax and tariff
policies [during the time before the recent special benefits for

*) Nargngchai Akrasance, 'The Stiucture of Effoctive Protection in
Thailand: A Study of Industrisl and Trade Policies in the early
1970s'; March 1975.
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export production took effect], lloreover, frequent ad justments
having been mode in the tariff structure, have resulted in
significant variations in protection levels within and between

various inductry groups for which there is no underlying
rationale,

4,12 The present uncoordinated application of tariffs,
control of imports, exports and prices, registration
and licencings policies and the casc-by-case provision of
incentives has resulted in an unwieldy approach to encouraging
efficient industrial growth with some incentives being offset
by the impact of others. It has also resulted in an immense
administrative burden on BoI.

4.13 1In the context of its continuing dialosue with the
" Thai Government on cconomic matters the Vorld Bank

Telenily
has/reconmended a complementary two-part incentive strategy

bascd on:

(i) a goneral system of non-discretionary incentives
based on tariffs and tax exemptions which would be
applied to broad classes of industries; and

(i1) a detailed discrctionary review of only major projects
in basic industries,

4.14 The Bol proposes to launch parallel studies aimed
at inmproving the co-ordination of the country's investment

regulations *) and at strengthening its own operational capabilities,**)

*) A note on the different administrative procedures for permission to
establish and operate a manufacturing enterprise, for promotional
certificate etc. is appended as Annex II, It is based primarily on
information contained in Dr, Narongchai Akrasanee's st-1iy 'A Survey
of Industrial Infrastructure in Thailand' of January 1,.S.

**) A number of improvements in the operations of the Bol are under
consideration., As now administered, the BoI uses a committee syctem,
with the entire 18-man Board (see Annex III) dealinr with a great

variety of routine matters, and sub-committees handlins others. It
is hop.d that many of these routine matters will be dclesated to

the Secrctary-General and throush him to the staff. An organization
chart of oI iz given in Annex 17,
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Although the Bol is an early example of its kind and imbued with

very broad discretionary powver, it does not yet seem to enjoy the
human and budgetary resources, nor the power to co-ordinate (at
operational level) the burcaucracy responsible for various aspects

of industrialiczation which are now features of its equivalents in, for
instance, Malaysia (FIDA), Singapore (ED3) and the Philippines (Board
of Investments). Problems caused by these relative resource and

power constraints have been observed to include:

= Follow-up work on promoted enterprise has been patchy, in
spite of some efforts to introduce comprehcasive survey-
techniques and information gathering and storare, This impairs
severcly on the Board's abilily not only to ensure that the
letter and spirit of such promotion conditions as are imposed
are bein; followed in each case, but also to implement or
recommend modifications to the system in the light of

expericnce,

= In the abscnce of co-ordination among agrcncies, the Board
does not have access to satisfactory industrial survey work
covering the whole of industry against which it can measure
the performance of its promoted firms, and in the light of
which it can decide which sectors and industrial characteristics

to encourage from time-to-time.

- Resources to carry out pre-feasibility studies to guide the
promotion of new industries are not adequate; apart from a
handful of broad industry studics ( some carried out with
UNDP/UNIDO assistance) no effective work in this area is
conducted, with the consequence that the selection of industiries
for promotion has been comparatively arbitrary and non-integrated,
that littlc emphasis has been placed on promoting positively
production techniques which would increase a firm's contribution
to employment or increased utilization of locally available

materials etc,




~ Regional development can only to limited extent be

gtimulated by Bol which has no offices in major
provincial centres [in contrast to, for example,
IFCT, sce para, 4.27 below .

4,15 As illustrated in detail in Annex 11, a great many
institutions are involved in the administrative

procedure related to an industrial investment project and a
common complain from investors relates to the number of places
required to be visited and the length of time it takes to obtain
the various necessary permissions. In his study on indusirial
infrastructurc, Dr, liaron-chai Akrasanee *) arsues strongly for
the setting up of a strong investment centre in Thailand, As it
is now, there is little co-operation between the various institutions
involved; in fect (accordin~ to Dr. Ilaronrchai) cach institution
performs its function autonomously thinking it is not their direct
responsibility to inform others, Although the Board of Investment
as such (= the Committee) consists of members from the various
1nstitutions/ministries concerned for the purpose of co-operation
this is only at the policy-making level, **)

*) Dr. llaronschai Akrasaneo 'A Survey of Industrial Infractructure
in Thailand*', January 1975.

##) The principal incentives under the Investment Promotion Act are
in the realm of customs duties, taxes, immigration and land. Since
the BoI exercises no jurisdiction over these areas, actual implementatio
of the inccentives requires the co—operation of many other Government
agencies. ('his is unlike the case of say, Singapore, where the
Minister of Finance both grants the incentives and administers them. )
For this purpose (1) representatives of the implementing agencies sit
on the Board of Investment [Committee members being at Under-Sccrctary
of State or Secretar <General level, with the linistcr of Industry
as Chairman and Ministers of Finance, Agriculture, Commerce and
Foreizn Affairs as 'advisors'], and (2) close liaison between the
BoI and the implementing arencies has been established, with more
or less success at the staff level. In short, the Thai exnerience
represents an approach to incentive implementation throurh the uce
of committee and liaison with strong indepoendent operating agencies
which actually control the incentives,
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4.16 The seriousness of this problem should not be under-
estimated., It has been well put in a study by Charles
Draper 'Private Foreisn Invesiment in ASEAN - A Study on Trends,
Policies, Incentives and Impediments' (ECOCHI, Bangkok, February 1974)
as follows:

'In the absence of up-to-date survey-work, and consequent

reasonced policies (whether co-ordinated or not), each of

the responsible planning, industr;, exchanse-control,

promotion, incornmoration, taxation, customs and irmigration |
agencicc rust 'fly blind' to a larre extent, especially in

its dealints with foreirm investment and in makine industrial ~
assessnents sucn as that of impending over—capacity in a field.

Indead, the policies and practicies of most of therne argencies

are desisned to mect different needs and arce not concerned

speciflically with forei/m investment issues at all. In this

situation, the cuthorities must rely too much on information provided .
by private enterprise,!

¥r, Draper continues by referrin: to the examnles provided

institutionally in the efforts of, for instance, the Philippines,

Malaysia and Sinmapore and even Indonesia which

'demorstrate the neced for industrial planning, infrastructural
development, research, and specific correction of disincentives -
co—ordinated directly with or by a hirhpowered investment

agency - to play a much more important role than the standard

package of fiscal incentives and guarantees doled out by that arency.

4.17 Given the Bol's very broad scope of discretion and the

importance of sound decision-making on its part, the World

Bank has also recommended that the internal evaluation capabilities of

Bol be strengthened and its focus shifted from evaluating individual

projects to establishing priorities for major sub-.ectors, The need

for strengthening of Bol capabilities would relate to its staffing,

operations, systems and procedurcs, [It should be borne in mind in

this connex.on that, hithertoo, the BoIl has had to perform the important

functions entrusted to it within very limited budgetary resources. ] To

assist Bol and relieve it of some unnecessary work in examining each

case from the ground up, a system of general criteria applicable to
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broal catecories of industrics would need to be developed. Also,
specialived technical expertise to focus on specific tasks, required

from time to time, may be obtained throush technical assistance,

4.18 It is understood that the Bol is seeking erant financing
for the undertakins of studies to assist more national
and co~ordinated inlustrial decvelopment, focucsing, inter alia,

on issues such as

(i) deternmination of priorities for investment, project
possibilities, and the desired pattern of arro-industrial ‘
develomant; ’ f
(ii) develortanl of a nolicy pozition on forecimm investnent
and the inzentivas and saferuards necl to attract it; and ’ .
(1ii) reviewine alternative anroroachies to industrial investment

proriotion.

4,13 In Awmst 1975, a policy statement wns issued which
furthor clarified the -overnent's attitude toward
direct forcim irve +tment and anaounced the formation of a 'Foreirm
Investimont Advicory Council' cowprised of prominert foreirn and Thai
* . . .
business, ) In feneral terms, the yovernment policy vis-o-vis
£ ’ { ;

foreim investnent is tos

- encourare direct foreimn investmnent but to selectively
direct it to =ecto s where foreign expertiso and capital
are most necded; and :

= increasc Thai participation in joint-ventures.

4.20 Another specific measure aimed at promoting foreign
investment in industry was the establishment in 1975,
by the Bol (with bilateral assistance) of industrial promotion

offices in Prankfurt and New York,

4.21 The ¢radual reduction of the foreisn share of ownerchip
is often a major stipulation when promotional priviledges
are granted. In lovember 1972, the Aliens Business Act (NEC Announcement

No. 261) was put in force. The Act, beinz administered by the Department

#) Includins representatives of the American, Japanese, French and German
Chaners of Commerce, thoe Secretary-Goneral of the Dol, the President
of the Board of Traiae, and the Dircctor of the iiconomic & Social
Flanning Division, LeSDB,
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of Commercial Reristration, liinistry of Commerce, it in effect
classifying manufacturing industries in two categories ac

concerned foreirn participation:

(i) Inlustries in which no new foreirn majority-ovmed
companies could be estiablished but existing ones

could continue althourh not expand bevond a certain limit *);

(1) industries in which new foreirn majority—owned comranies
could be established and cxistinss ones allowed to expand

indefinitely. -

4.22 Also in late 1972, the Aliens Occupations Act (nic
Announcerent Mo, 322) was put in force, prohibiting
foreirmers from certain specificd ocenpations and remuirines all

aliens to obtain work mermits. The Aliens Occupations Act is

administeraed by the Department of Labour.

4,23 1t is understood that concideration is beins given to have
the Thailand anasaement Developrent and Productivity Center
(Toorc) at the iloI, to review the use ani need for technical personnel
brouzht in from abrond, so that the Government would be in a better
postition to ad just their lensth of stay to real necd. TIDPC would
also help encourasre the use of local expertise and help find local

sources of such expertise.

4,24 As part of the industrial promotional efforts of the
Government the Industrial Estate Authority of Thailand

(1£AT) was established, through National kxecutive Council Announcement
No. 339, in December 1972, with the objectives of development of land
areas suitable for establishment of an industrial estate, including
building roads, factory waste disposal pipes or other necessary
installations as well as providing other facilities and servicec to
smooth the work of industrial operations. Two types of industirial
estates are envisared, namely: (i) fgeneral industrial ectate, and
(ii) export-procecsing zone, The Director-General of the Department

of Industrial Promotion is Chairman of IEAT.

*; Ixistin,s {irms camnot increase their annual sales or vproduction over
30 % above 1972 levels, Business granted promotional priviledses are
exemnt from this provision
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4.25 One industrial estate (onernted by IHA@I Ban~> Chan Industgial
Estate outside Banglok, is in operation since a few yvears,

One more industrial ectate, privately owned, in the vicinity of Bangkok
has recently been established. IBAT is givineg techinical help to it, Plans
are undervar for scveral other estates to be set up in the provinces
(Udon and Uta-pno in the lortheast, Sampan~pen~+ in the liorth and Phuket
in the South)., The industrial activities as may be permitted in the
export-nrocessir~ rone shall be linitel to activitr which is wholly new
investment arnd which will not affect or damare other local industries
which have been already exvporting their products. The industrial
operator in the expori-proceusing vone is prohibited to bring the products

out of the rone for sale in the country,

4,26 The role of the Ministry of Industry *) in actively promoting
inducstrizl investment has by and lars2 been confined to the

samll industrv coctor [san chanter VIIT below]; the Bol, nouw under the
chairmanship of the liinicter of Industry, having pluyed Lhe leadirig role
in promotirs larger industirics (in those salected fields or arcas where
promotional priviled;es wire to be consider~l), Lotable efforts in promotins
med iun-scale industries in particular in the arens outside Bunckok are,
however, madc by the Depariment of TIndustrial Promntion both in tha Ynrth
by the Industrial Services lnstitute, Chians lai [sce para. 8.06 below]
and by the Planning Division. Since some time, the Surveyr Section of that
Division has made concentrated efforts to identify industrial opportnnities
in the South while at the same time usine its findings to suide the
Department's teehnical and finnanecial assictanes in that arca. The
Department of Tndustrial Promotion vould lilie 1o set un a ono-sitep
service to investors (whcthcr in promoted industries or not),%*)
So far, it can only supply information. It is premaring a handbook for
potential investors, presently in Thni for local use, eventually to be

D)

translated into inrlish,

#) It may be noted that, in conncxvion with the recent apnointment of a
new Undersecratary of State for Industry [who before that was Director-
General of the Department of Industrial Promotion], on interral al hoz
planning committec within %I was created, consistine i.a. of the Chiefn
of the Planning Division of tre various Dopartments, with the task of re-
viewin~ the prorrammes of the various Denartments in order to ensure full

co-ordin~rtion and inter-~departmental cunport.

#x) Such a one=stop soiviae has been most actively eallel for by the Association
of 144 Toiustric. . [See aleo footnote *) under pira. 4.30 below]
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4,27 An irmportant nromotional function is also played
by the Industrial Finance Corporation of Thailand
(IFCT) [sce further in Chapter VI] which during the last years

has been pursuing a development stratcsy aiming, inter alia, at

(1) financine smaller, rickier projects in the Banrkok
area which could not attract interest from commercial
bankie;

(i1) financing a few larre ard complex projects which

requirecd substantial promotional inputs; and

(1ii) promoting projects, particularly agro-industrial

projects, in lesser developed regions,

4,28 Thus, I7C0's mana~ement has recently taken throe
major stens in an effort to alleviate the
concentration of its financins to the Ranrkok arca. Firstly,
it bas decidel to lend its dormestic currency funds at a
concessional interest rate for asro-based projects which

are genarally located outside the Central Region.

o
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Secondly, a scparate section in the Planning Department

has been set-uvn for developing projects with high

economic priority in industrially less congestcd areas. Thirdly,
IFCT has recently opencd branch offices in the South (Haat Yai *),
the Northeast (Khon Khaen) and the North (Lampang). More
generally it has continued stepping up its promotional efforts

through:

(1) a continuation of its progsramme of industry studies:
(ii) encourarement of privatc entreprcneurs to establish
pioneer industries on a joint venture basis with
foreign partners; =
(i1i) direct industrial promotion (IFCT has been playing a
lead role both as a provider of tecchnical assistance
and as a representative of domestic investors in
establishing joint venturec in the palm oil, sericulturc,

castor oil and rock salt industries);

(iv) repional cemirars in various parts of the country at
which interested investors and tradcers are invited to
discuss specific investment opportunities to be taken
up by IFCT;

(v) the establishment of a special project promotion unit at
the head office,

4.29 IFCT has also given particular attention to a strengthening
of its links with various business associations and chambers
of commerce, with the commercial banking sector and with other Government
agencios (in particular, Bol and NESDB) in order to play a more
. effective role in the planning and development of projects in their

early stages.

#) The laat Yai branch officoe was the first to be established in

A

December 1975, During its first months of operation it identified 19 (¢
promising new projects in the region.
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4.30 As general conclusion it may be said that in order
to ensure an effective industrial investment promotion
in the context of the Government's indusirial development strategy,
several arcas where a strengthening would be particularly useful,

could be indicated, such as:

(1) information: present data on several important features
of the industrial secior are inadequate and a much bettrr

information system nceds to be developed (see Chapter II1);

(ii) co-ordirntion: organizational arrangements nced to be

developed to ensure full co-ordination for all policy
measures affecting industrial development; a strengthencd

Board of lnvestment would play a key rolej *)

(iii) promotional vrivilei-ass the present ad hoc review of

individual incentives by the Bol should be replaced by
a framework of broader policies along the lines outlined

in para. 4.14 above;

(iv) tariff mlom: major reform of tariffs and indirect taxes
is essentinl to establish a more uniform level of effecctive

incentives; *+)

(v) reduced reliance on direct controls: import, export, price

and investment control should be administered within the

framework of wecll designed investrent incentives;

(vi) 1location ctratesv: location in development zones in various

parts of the country should be cmphasized. Current policies

' tending to encourage infrastructure and trancport rate
differentials in favour of the Bangkok area should be
revieved while at the same time over-provision of

incentives for relocation should be avoidcd.

#) One of the carly actions of the National Adminicirative Reform Council (waRC),
in power since October 1976, his been the announcement of a restructured Board
of Investment which now is to be headed by the Prime Minister (rather than the
Minister of Industry) and include seven key Cabinet ministers. Furthermore, the
new administration has declared that it intends to revise the Investment Act so
that the Board of Investment will become a one-stop service center for investors,
thus reducing the red tape in dealing with the multiplicity of government agencies
that in the past approved investments,

#%) Detailcd recommendations are given in the study by Dr. Narongchai Akrasance,

'The Structure of Kffective Protection in Thailand, A Study of Industrial and
Traidn Policies in the early 1970's; Varch 1975
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V. Promotion of industrial exports

5.01 It has been noted above [in parau.2f, that the
accelerated expansion in the manufacturing sector

during 1971-73 was export led; the share of manufactured products
in total exports rose from 4.1 % in 1970 to 15.1 % in 1973 (in a
situation where the total exports over the same period increased by
120 $}). The main contributing factors ito export success over this
period, have beecn a record of relative donestic prices stability,
low wagmes and the effective devaluation of the Baht (which is fixed
to the US dollar). Fost of the cxport growth took place in labour-
intensive industries like textiles and apparel, and jewelry industries,
It is considersd that, while the manufactured exports were nominally
aided by Goverrment incentives introduend in 1970 (although the tariff
structure continued to somewhat of  constitute a nerative bias*)], the
growth of this civort beticen 1970 - 73 was spurred largely by external
factors, such ac strong demand, more raopid pricc inflation in importings
countries, proddinrs by overzeas buyers and foreigm trading pariners
in joint venturcs ete, Vith the worldwide downturn in 1974, the rate
of manufacturin: export growth slowed down, It is, however, gcnerally
felt that considerable scope remains for further developing sources
of raw materials and intermediate products for export-orienied processing

*% .
and manufacturin~ industries, In recognition of the need of a

#) A study carried out by Dr, MNarongchai Akrasance of Thammasat
University, Bangkok - 'The Structure of Effective Protection
in Thailand: A Study of Industrial and Trade Policies in the
Early 1970s', dated March 1975, indicates that the potential
effective protection resulting from the tariff structure and
other forms of administrative intervention introduced a heavy
bias in favour of import substitution and against export
orientation. C .

##) Indeed, a striking feature of Thailand's industrial development
so far is the lack of industries whose nroduction is geared
almost completely to supplying export markets. By comparison
with many other Asian countries, the distinct advantage of an
adaptable, easily trained and yet relatively low-cost labour force
remains under-utilized in Thailand.,
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- more aggreseive exporting stance on the part of Thai
manufacturers coupled with support from the Government,

inter alia, by way of improved information services, an
Executive Committce for Exports was established in 1975.

The Executive Committee is under the Chairmanship of the
Prime Minister, with the Minister of Finance as Vice Chairman
and the linisters of Commerce, Agriculture and Co-operatives,
Industry, Communications and Foreign Affairs as members. The
Secretariat of the Committee has been created in the Office

of the Prime linister.

5.02 The Executive Committee for Exports is charged
with a widoe range of responsibilities., It is

to establish export tarpgets, formulate policies and measures
related to exports as well as co-ordinate the activities of
various governmental and privatc institutions. The Committee
and its sccretariat are empowcred to eliminate obstacles and
problems encountered by exporters and to take necessary action
aimed at the expansion of production, increase in internal

and foreisrn investments and reduction of trade deficits.

5,03 Plans are under way to the effect that under the
overall supervision of the Executive Committee for
Exports, the export promotional services at present existing in
various governmental departments should be strengthened; an

Export Service Center has been established under the control

of the Ministry of Commerce to co-ordinate them.
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5.04 The Executive Committee for Exports has also
put forward a great number of specific measures

that could facilitate industrial exports, such ass

(1) bettor communication between the private sector

and the Government during trade negotiations;

(11) creation of bonded manufacturing plants and
export processing zones [sec para. 4.25 above];
(iii) improvements in port facilities and shipping services
and i n physical infrastructure outside of Bangkok;
(iv) standardization of goods for export and inspection
prior to shipment;
(v) strengthening of the role of commercial attachis
in collecting market information, ormanizing more
trade exhibitions, and making information about
export poscibilities more readily available to local
manufacturers; and
(vi) improvins credit facilities for exporters and investipating

the possibility of establishing an Export-Import bank.

5.05 Another example is the problem faced in the context
of the recent textile industry slow-d¢ m, by the many

smaller toxtile companies which are depcndent on the domestic market
having not had the resources or capability to establish export
contacts. The Thai Textile lianufacturers Association (TTMA) conzidered
a levy of 5 baht per spindle per month to subsidise these companies
in their efforts to exports, but found that it did not have the
money to do so. (The feeling now in textile circles is that it

seems inevitable that the textile slow-down should accelerate the

trend towards vertical integration and bigger units),
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506 The governmental department with responsibility for the

development of industrial production for export is the

Department of Industrial Promotion (DIP) *) in the Ministry of

Industry. This is being done throurh the Industrial Service Institute

(1S1) in Bangkok and, for Northern Thailand, in Chiwng Mai *0, through

v the Textile Industry Division #**) and throughthe Thai Handicraft
Promotion Division (and Marayana Phand Handicraft Center, the Government
handicraft shop). As yet, 'IP's main attention has becen given to the
handicraft products development as far as export products development
is concerned, and a more active focussing on required scrvices -
promotional, product development and adaptation etc. = to the small- !
and medium sized industries with export potential chould be considered,
Als0,DIP's Textile Industry Division nirht be given more resources
towards assisting the country's smaller textile plants in their export

efforts (see paragraph 5.05 above),

5.07 One area to which incrcased attention might be given
within the industrial services activities, for inctance

in ISI Chinrg Fai, is to identify and assistmaiufacturers with potential
export products. A UNIDO/Japanese Government sponsored technical co-
operation project (VC/kAS/7,/011) is currently under imp.emention in
four South East Asian countries, including Thailand, with the aim at
promotinz the development ¢f export-oricnted industries in these countries,
It is envisaped that under this project inter alia advisory services
y throush international exports or consultants will be provided, through
the Devclopnment of Industrial Promotion, at the plant ievel on product

and production development,

5,08 The Thai Industrial Standards Institute (TISI), within
the Department of Science, Ministry of Industry, was
established in 1970 (with UNDP/UNIDO assictance). Of vital importance
for the country's export potential of manufactures is TISI's firm
policy of aligning new Thai standards to international standard specifications

*) An organizational chart of the Department of Industrial Promotion is
g€iven in Annex VI

##) Presently UNDP/UNIDO assisted
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wherevor possible. In addition to the development and issuance

of industrial product standards TISI has since 1972 issued

licences to companies to use the TISI quality mark on their
products. The fields in which those licences cover include in the
case of compulsory liconces: tapioca, ballasts for fluorescent
lighting and canned pineapple. In addition ov>r 50 voluntary licences
have been issued to manufacturcers of a wide variety of products such
as various building materials, food products, electrical goods,
ceranic ware, Thai silk, etc.; the scheme being increasingly
recognized as vital in the campaign for quality levels in tho
country's exports.
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VI Industrial financiry;_*)

6.01 In terms of its structure, the diversity of
institutions, financial services offered and

the variety of financial instruments available for mobilizing
savings, the financial system in Thailand is still in the early
stages of its development, and as short as fifteen years
ago almost all corporate financing needs were obtained from
personal and family sources, At the same time there were
no investment banks or development banks, no stock exchange etc.
in existence. While other institutions, such as insurance
companies, provident and pensions funds and commercial and
savings banxs, did exist they did rot play a role in the capital
market. **) In 1962, under private initiative, the Bangkok
Stock Exchanse was formed to facilitate the trading of a handfull
of company chares which were then publicly available. It was

succeeded in 1979, by the official Securities Exchange of Thailand.

6,02 Also in 1962, the Industrial Finance Corporation of
Thailand (I¥CT) was formed as a private development
bank with support from the government, ***) IFCT's primary
objective is to assist local industry in raising the nccessary
capital required for its dovelopment, and its main activities
have becn in providing long-term loan financing to local industry.
Lately, it has expandod into direct participation in equity

investments.

#) A thorough review of the sources of financing for industry is
given in Chapter III.3.1 of Dr, Narongchai Akrasance's study
'A Survey of Industrial Infrastructure in Thailand', January 1975.

**) Even today the role of private pension and provident funds needs
to bo widened, as does that of 1life insurance companies, in the
mobilization of savings,

###) 53 ¢ of IFCT's shares are with local banks or Thai individuals and
47 % with foreign banks. Major credits have been provided, besides
by the Bank of Thailand,by the World Bank Group, the Asian
Development Bank, KFW of Germany, the Exim Bank of Japan, the
Japanese and the Danish governments.
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6.03 IFCT is the only spacialized longs-term investment
financing institution in Thailand, with roughly

80 % of its commitments channclled to the manufacturing sector,
and,since 1970, increasingly to medium-largs plants oriented
toward export production., It offers project loans of one million
baht uprwards at modest rates, Its annual lending volume represented
on the average about 2 % of total annual private sector investment
in manufacturing in the late 1960s and early 1970s. Although this
share doubled in 1974 and 197%, to an average of 4.1 %, it still

remains relatively low *), However, because IFCT's financing

covered a relatively cmall proportion of total project cost, its

influence was exerted over a much larrer vortion of total private

investnent in manufacturing - estimated to be around 25 % in

1974/75. Indeced, IFCT's lendins operations last vears have been

rising vhile overall investment levels have been falling. To a :
large extent, this reflects IFCT's willincness to take calculated

risks in the intcrests of medium and lon~-term development at a

time when other firnancial institutions are retrenching ani

approaching investments with a cautious wait - and - see attitude

in a climate of general uncertainty over the futurec,

6.04 The criteria used by IFCT in evaluating loan

applications are:

(i) the thoroush economic, financial and technical feasibility

of the project;

(11) the positive contribution of the project to the nationmal

economy and development of the country;

(i1i) the non-availability of funds from other sources on

resonable terms,

*)' It is expected to raise to about 6 % by 1975/77
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6.05 IFCT's management has recently taken three major

. steps in an effort to alleviate the concentration.
of its financing to the Bangkok area. Firstly, it has decided
to lend its domestic currency funds at a concessional interest
rate for agro-based pro jects which are generally located outside
the Central Region., Secondly, a separate section in the Planning
Departmants has been set—up for developins projects with high
economic priority in industrially less congested arcas. Thirdly,
IFCT has recently opened branch offices in the South, the Northeast
and the North (sec para.4.26 above),
6,06 As for the institutional craracteristics of IFC'I‘,')

reference is made to the detailed information

contained in the Yorld Bank report, dated 10 Ausust 1976,
'Appraisal of the Industrial Finance Corporation of Thailand' The
report concluded i.a. that the quality of IFCT's project appraisal
work was satisfactory aeag his shown consistant improvement over
the past two years, [This wis, in part, traccable to the influcnce
of rigorous stanlards set by IFCT's previous UNDP/UNIDO-Sponsored
advisors; the crelit in responding to and maintaining such standards,
however, belonging entirely to IFCT's staff.,] IFCT has also an
excellent project follow—up system. Before appraisal, loan
applications are cursorily scrcened to establish prima facie
viability and eligibility for IFCT financing. This aspect of
IFCT's work needssystematic strengthening.

6.07 In 1964, the Small Industries Finance Office (SIFO)
was established in the Department of Industrial Promotion,
Ministry of Indusiry, Its principal objective is to provide financial

assistance to small industrial enterprises, including cottage and

#) The organization chart of IFCT is shown in Annex V
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handicraft industries. SIFO plays the role of a broker - it

evaluates the projects but does not grant loans directly, it only
recommends that loans be made by the Krung Thai Bank ) (which
provides 75 5 of the loan amount while, SIFO provides 25 % from

its budq~ctary allocation). The Krung Thai Bank manijges the loan

from then on. Individual 1loans are limited to a maximum of

1 million baht. **) As a financial conduit SIFO has not proven

to be pariicularly cffective in addressing the needs of the small
industry sector. In the 10-yecar period 1964~T74 it had approved

only 809 loans for a total amount of 207 million baht (approx.

US310 million). As Dr. Narongschai in his industrial policies

study *1*) notes: "considerins the number of small-scale firmg

in existence, it can not be said that $0i'0 has contributed much

to the crcation of ¢mall=scale entrenrarecurs," There is a definite
physical constraint on 5Ixr2's project processing capacity due to
limited staff recources as well ac to procedures, liost of the

loans (about 135 <) are for fixed asset financing in the manufacturing
sector, mostly in industries in the groups of intermediate products
at a hirher level of fabrication, construction materials and processed
food. Loan losses have becen remarkably low, about 1 % of the out-
standirs valuz, largely because the loans are heavily overcollateralized
(the sccurity being reviewed and set by the Kung Thai Bank.) Virtually
no supcrvision is carried out by SIF0 and no assistance extended to

borrowzrs in difficulty.

6,08 Still it might be said that although the activities of
SIFO are small and limited, it provides incentives for
small-scale firms which must be considercd helpful for the firms which
receive them. A strengthened lirnkage between the financing assistance
provided by the Department of Industrial Promotion, through SIFO, and its
technical secrvices could, however, be expected to much enhance the aid to

small-ccale industries [see chapter VIII below].

#] The Krung Thai Bank is the country's ?nd largest commercial bank
and is almost wholly government owned.

#%) IFCT on the othcr hand will not normally make a loan of less than
1 million baht.

###) Dr, Narongchai Akrasanee, 'The Structure of Effective Protection in
Thailand: A Study of Industrial and T'rade Policies in the Early 1970s',
March 1975




6.09 Since the latter part of the 1960s, Thailand's
finance and securities companies have expanded

sirnificantly and become a major source of shori-term loans.
The rapid development of the finance business in the country
can be attributed mainly to increasc in demand by local
industry for short-term credit coupled with the availability
of short-—term funds which the public wants to invcst at a
much higher interest rate than those offered by commercial
banks, [Latest available figures indicate that finance
companies borrow from the public at the rate of 10 Yo ~12 Y2 dq
per year compared with a 6-8 % rate paid by commercial banks.
The prime lending rate is about 13 Y2 - 14 %; by law the maximum

rate companies can charge is 15 % per annum, |

6.10 Onc of the general conclucions arrived at by

Dr. Marongchai in the study referred to above *)

wvas that it seems quite clear that the sources of industrial
financing are too limited. He recommended that high priority
areas to be developed and further strengsthened were the credit
institutions such as IFCT and SIFO, and the securities market.
Along the same lines, the World Bank in its recent appraisal
report #*#*) of IFCT in supporting consideration for a propsed
further loan, commended 'IFCT's performance over the last two
years in efficiently allocating resources and playing a significantly
stepped-up devolopmental role in encouraging sound industrial
investment' and felt that the proposed further loan support *##x)
would 'allow IFCT to continue pursuing the successful course
presently chartered' as well as 'continue the process of internal

institution-building.

#) Dr. Narongchai Akrasanee, 'A Survey of Industrial Infrastructure in
Thailand', January 1975
#*#) 'Appraical of the Industrial Finance Corporation of Thailand',
10 Aumust 1976
*Y*) The orld Lank anproved a USY 25 million loan to IFPCT in Septenber
1076, wielier Vorli Pank Gronn loans have been * 2.5 million in
106y 757 17 miltion in L7,
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VII. Technnlo~r tran:for, alaptation and doveloopment,
' apnlicd indnstirinl recearch

7.01 In Thailand, as well as in other developing countries,

the process of inflow of foreign
technology requires annually vast amounts of forecign currency,
thus representing a heavy burden to the national cconomy. It
has also been observed that in a number of cases repeated purchase
of the same technology has occurred and terms and conditions of
technology agrecements have not been most beneficial, neither to
the recipient local companies nor to the national economy on tha
whole., Little cystematic efforts seenm to have been made to assess
the possibility of creatins a movernmental rerulatory sysicem for
an effective technological policy,with required institutional

structure, aiming at c.g.

~ better utilizatiorn of local sources in terms of technical

expertise, manpower, raw matcrials, etc.

better utilization of local existing and available

technologies;

the channelling of the technology into preferred industrial

sectors;

commercial and technical terms of agrecmenis to be

fully in line with national policy objectives,

7.02 Little attention has so far been given to the question
of most suitable technology in the assessment of pro jects

applying for promotional priviledges; the work on this aspect seems
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to have becn confined mainly to ad hoc evaluntions ex pnost of the
effects of various projects in thig reSpect.*) Given the limited
resources allocatod to the Board of Investment this is fully wnder-
standable, Within the framework of the industrinl sector studies
envisared in para. 4.13 above, technolosy policy indications mipht
be foriulated to provide necessarv fuidance for the industrial project
promotioral work of bol (and IiCT, etc.) Also, in the cace of promoted
industries, the Bol mi;ht be expected to rive closer attention to the
terms of tecrmolory transfer arrecnents in their aporaisal of new

“)

general of the rerulatory role that the Govermment plays in this area

pro jects, The field is also wide ovnen for a strensthenings in

with reisard to the safe-puardin; of its economic and technolosical

positinr,

7.¢3 It is understeod that in premarin~ the Feourth Plan W00D3 hag
riven some considerntion of the quection of nationnl .
capacity in techrolosical terms to create or adart new technology.
The co-nriination, in eneral teriz, of the countr-t's scientific and
technolos-ical recearch is cince 17,4, vestaed 1n the lational Research
Council (IRC). The Office of the LRC is or-anizationally an agency

*)

recornend policies and nropgramnns for the promotion of research

. e . ** . .
within the O7fice of the Prive linister, Its main functions are to

*)  Dr. Udom Xeripibule, Denartment of Zecononics, Kusetsart University,
Bangkoic, has recently carried out a surver to loo't into the effects
of the promoted nrojects on technolosr transfer and employment. He
posted over 100 mestionnaires to various tyoegc of industrics under
promotior, The rccults ohtained were as followss

(i; Most of the technolocy used is process-embodied technolosy;
(ii Rersardin~ zuitability of the technolory used it was showvm
that the technology brought in had to be adapted and that
most of the investors preferrced capital intensive methods;
(1ii) VWhen thure vas a lack of skilled manpower, someé investors
resorted to utilizing fully automatic machines or employing
foreim wvorkers; the majority chose to train existing local
vorkers,
(iv) The training provided was mostly "on-—the-job" training,

%) At present, the Bol has no expertise to assess the technolosy
propoced by anplicants/investors and a snokesman of Bol indicated
(in June 1976) that the cout of such reviews of technology nmight
outweirh benefits,

***) It is understood that consideration is given to nlacing the IRC under
the no~is of th2 177SDB vho would farrulate andl develop a technolory
poiiey to yuwide the rasoareh wunr-,
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to consider ways and means of obtaining funds for research,
to co-ordinate research in various branches of sciences, to
promotc and cncourage government and private research, to
maintain a register of rcscarch work undertaken,and of
rcscarchers in various branches of sciences. It has a total

number of personnel of 190.

7.04 “he institution in Thailard which has as
its main function Yo adapt and develon

technolory, 1o buill v o autors: ow; tachrolorical canacity
io the Applied ucicrntilic nesearch Corporaiion of Thailand

(ASRCT), which was established in 1964. The Applied Scientific
Research Corporation of Thailand Act 1963 gave the lczal framework
for the creation of a semi-autonomous applied research institution
operating outside the Thai civil servica. Althourh it is nearly
vholly dependent on governmental financial support, it has an

almost unicguc capability within tho country of being in a

position to co—ordinatc rescarch programmes involving governmental
departments, other governrcntal organizations, foreign and inter-
national arencies as well as to carry out resecarch projcct on contract

basis for private industry.

7.05 ASRCT's main objcctives are defined in the Act asi

'to initiatc, carry out, promote and support applied
scientific rcsearch and investigation in conncxion with,
or for the promotion of, any matter affecting national
devclopment, the natural resources, industrics and
administrative services in the Kingdom, including health
and welfare of thc Thai people, and to promote the
application of the results of applied scientific research
for the benefitdf the nation,'
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7.06 The following policy guidelines of January 1976

of ASRCT:

1.

2,

3.

4.

5e

for ASRCT's work have been approved by the Board

ASRCT will conduct applied research and effectively
transfer the technology for the promotion of national
economi.c and social development, both in the government
and the private sectors as well as in the international
programmes.

ASRCT will emphacize research for agriculture and
industry, to promote maximum employment and manpower
particularly in rural arecas, to promote maximum
utilization of natural resources, and to promote
higher standard of livines throurh gencration of better
income, environment, and in{rasiructures,

ASRCT will accclerate transfer of technology resulting
from recsearch to reduce import and to increase export
earnings.

ASRCT will provide research services throush contract
rescarch vhersver practicable. However, the benefits
of the research to the public at larre will be the
eriteria for concluding the contract agrecment.

ASRCT will promote hirher standards of agricultural

and industrial products by co-ordinating to utilize

the testing capacities available and to maintain the
standards of testing of the country.

7.07 'The emphasic of ASRCT's activities is on applied

scientifc research; they are directed to rescarch

programmes which have been assembled in the light of the

requirements of Thailand's economic development plan. Research

programmes are originating in may ways, from governmental and




-59 -

industrial requests (contract research), through surveys *)
and contact with industry (in-house research) and approaches
from foreiem and international agencies (grants research).
The current research programmes may be divided into five main

categories:

1) Research to promote agro-industry;

2) Research to solve problems of existing industries
(trouble shooting), including pollution problems;

3) Research to adapt known technology to local conditions;

4) Kesearch associated with techno-economic (industrial)
feasibilit;y studies

5) Research on utilization and upgrading of local raw
materials, including agricultural wastes andi crop
residues,

7.08 Concomitant with carrying out applied research, ASRCT
is also responsible for training scientific research
workers, providing central technical inforration services,
testing services and providing a central service for making scientife

measurencnts.,

7.09 Although ASRCT was set up as an autonomous body in the
sendse that it was not answerable to any one Minister

or Ministry, provisions were written into the Act which gave the
Minister (in chargo of the Act) "power and authority of general
supervision over the general activities of the Corporation.”
The Act also stipulaied that *the Council of Ministers, on the
recommendation of the National Research Council (NRC) shall
appoint .cecee..the Board." At present the Board consists of

#) " As a result of the industrial surveys a highly uceful book "The
Industrial Sector in Thal land" was published in 1971.
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a Covernor who acts as the executive head of ASRCT as well
as the Chairman of the Board, and four members, namely the
Secretary-Gencral of the NRC, the Secretary-Goeneral of the
NESDB, the Secretary-General of the Board of Invesiment and,

finally, a busincss executive,

7.10 The ASRCT has a total staft of 385 persons,

It consists of eight departments, namely *)i

Technoloical Research Department (formerly Technological
Research Institute)

Agricultural Resecarch Department

Ensineering Denmartment

Econonic Department

Buildins Research Denartment

Testing and Standard Department

Environmental and Ecological Research Department

Thai 'ational Documentation Ccnter.

T7.11 Given the hure range of problems which ASRCT could
work on the one hand and the very serious shortape

of expericnced scicntific manpower on the other, the Board and
management of ASRCT employ two mechanisms to maximize the utility
of its resources, Firstly, despite the apparent rigidity of the
organization chart, research is in fact carried out by multi-
disciplinary tcams drawn from the various groups, as appropriate,
of the eight departments tomether with such outside acsistance
(from €.l universities) as is necessary. Secondly, each research
programme is continually monitored from the commercial and economic

viowpoint so as to direct as early as possible woaknesses in the

*)

An organization chart is given in Aanex VII,
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viability of the programme.

T.12 It should be noted that the measures referred to.
in previous paragraph were initiated only very

recently in connexion with a major reorganization of the
ASRCT., A coendid picture of ASRCT's research prosramme
planning during its first 8 years is given in the report of the
UNDP/UNIDO Research lanagement Adviser, Dr. I, Keville Voodward
in his repr -t of 24 lovember 1972 "Policy and Programme for
Improving iffectiveness of the Applied Scientific Research

Corporation of Thailanl."”

7.13 In noting that [in the field of industry] with
a few notable exceptions ASRCT's investigations
had "failed to help existinz or catalyse the development of
new industries", Dr, Woodward in his report pointed at reasons

such asi

< ASRCT management had becen research rather than industry
oriented., There had been no corporate policy or plan, ro

extension service or effective links with industry; its

overall research programme was built up on an ad_hoc basis,

No evaluation of the component parts of the programme was

undertaken in a systematic way;

= ASRCT had made little effort to find what industry wequired

or to identify a potential industrial partner before
initiating a research investigation. Rather, it worked on
projects which the staff selected as being potentially
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valuable and tried to "sell" the end result often with

meagre success;

-~ In the early days ASRCT, although conscious of its
independence and autonomy, was run as an autocracy with
all decicions taken by the chief executive, The Corporation
was being managed like a government department with all the
restraints and inhibitions attached thereto.
7.14 One of tho recommendations of the Woodward report was the
strengthening of ASRCT's work in providing advisory,
consulting and trouble shooting services to the industry, by the
establiskment of an Industrial Advisory Service whose functions

would ba:

(a) To direct any request for assistance to the correct
person or department in the Corporation and ensure that the

service provided is paid for at economic rates;

(b) Operate a Technical Information Service until such time as
the Documentation Centre is able to do this; and

(c) Appoint two industrial liaicon officers who should be
technically qualified (chemistry or ensineering), have

industrial experience, and be versatile.

Their duties would be as follows:-

(1) They should pay regular planned visits to companies
concerned with manufacturing and processing to
acquaint thom with the facilities available at ASRCT

and how these may be used most effectively.

(44) They should advise industry about the work going on not

only in the Corporation but also in the universities
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and elsewhere in Thailand and abroad.

(ii1) When on routine visits to a company, or when '’
requested to call by a company the industrial
liaison officer should ascertain and discuss the
company's technical problems. Many of these the
officer will be able to susgest an answer for
immediately, whilst others might have to be taken
back to the Corporation for the Technical Information
Service to find an answer in its record or by discussion
with the appropriate Corporation expert. Provided no
investigational work is reqguired, the service up to
this ctage should be free. If on the other hand
investigational work is required, then an estimate of
cost of this would have to be prepared by the appropriate
technical staff member who would ultimately be responsible

for undertaking the work.

T7.15 The sources of ASRCT's income, as set forth in the ASRCT

Act, are primarily to be from:

(1) Grant mrde available by the Government, or from
various other sources;

(i1) PFeos charged by the Corporation for investipgations or
for scientific tests or measurements or for other

services.,

7.16 The major source of ASRCT's annual income is from the
Government in the form of a black allocation of funds.
Of ASRCT'’s 31 million bahts income in 1975, 27 million came from the
Government's allocation, 3 million rom foreign and international

agencies. in the form of grants and 1 million came from earnings.

o e g——




- 64 -

The planned growth of ASRCT's income 1977-81 is as follows
(in million baht):

Government's hudretary Qther sources Total

allocation
1977 32.10 1.61 32.10
1978 30.04 3.34 33.38
1979 29.51 5.21 34.32
1980 28.89 1.22 36,11
1981 28.16 9.37 37.55

7.17 It should =iso be noted in this connexion that
attempts are currently being made to obtain
Government's approval to allow tax exemption for the money
spent by the industry for research and developmental services
provided by ASKCT or other gpovernmental rescarch agencies. This
incentive, it is hoped, woul?d sewer as an cffective inducement
for the industry to seeck technological changes through research

and developnent.

7.18 ASRCT is, however, by no means the only institution
dealing with industrial research in Thailand. Other
institutions include:

(1) The Department of Science, Ministry of Industry with
follovwing five Divisionss Chemistry Division, Biological
Science Division, Physics & Engineering Division, Analytical
Chemistry Training Divis.on and Research Diviegion. Its
total number of personnel is 521 persons *) (thereof 218
with scientific and technological qualifications). Although
its main functions are to act as a central scientific

laboratory in analysing and testing materials for government

#) This includes the personnel in the Thai Industrial Standards
Institute (TICI) which it an entity under the Department
of Science.
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agencies and private enterprices, it also engages (with
rather limited inputs) in scientific rescarch in order

to utilize natural resources and industrial by-preducts
for economi:, use. Under the Department of Science is,
furthermore, the Ceramics Industry Research and Devclopment

Centre,

(ii) The Department of Mineral Resources, Ministry of Industry,
is concerned inter alia with technical research on mineral

dressings, metalluryy and mining technology. 9

(1i1) The Department of Industrial Promotion, Ministry of Industry,

in its Cottage Industrics Diviscion, is investigating ways

and means to utilire more domestic raw materials and to

bring new types of matcri; 1s into production, and in its

Textile Industry Division; is conductins research and

experiments with new desims and materials and acting *

as central textile laboratory;

(iv) The Department of Industrial Vorks is performing work
in the context of the Factory Act and Fachinery Resistration

Act of direct relevance to,inter alia,environmental research;

(v) The Sugar Institute, Ministry of Industry, is to, inter alia,
perform research and technolorical improvement of sugar

production from sugar-cane;

(vi; The Forest Products Research Divison of the Royal Forest

Department, lMinistry of Agriculture and Co-operatives, has
the objectives to perform the technical investigation
concerning the properties, utilization, collection,
prevention, and improvement of wood and forest products,

. including the collecting of relevant data and specimens

8o as to find out the correcct and efficient ways in

utilization of wood and then introduce them for the popular

usages in industries,

#)  UNDP/UNIDO assisted under large-scale project




(vii)

(viii)

(1x)

(x)
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The Forest Industry Organization, a government
enterprice under the Ministry of Agriculture

and Co-operatives, is also, inter alia, conducting
research, investigation and experiments on forest
industrial nroducts. It publishes its work in 'Thai
Teak', (Inslish version) and 'Wood Preservation

Plant' (Thai version).

The Institute of knvironmental Research, established

in 1974, at the Chulalongkorn University has the
objective to serve as a center for stud; and research
relatel to the environment and to connect this work
with the otner academic discinlines in the Universit-,
thereby furtherings malti-disciplinary research concorricd

with environmental problems,

The Institute of Food Research and Product Development
(IFiPD), ¥asetsart University, ic since 1767, conductins
research on foold science ard technolomy with special
interest in the economical advantases in food industry
and acriculture, aimine at improving the quality of

raw materials usel for food industry. IFKPD has a
personnel of 187 peruons (whereof 55 with scientific

or techrolorical qualifications).

The Preserved Food Organization, Ministry of Defense,

is a goverrment enterprise which inter alin conducts

research on and development of industrial food production.
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The Government Pharmacoutical Organization,
Ninistry of Public Hoalth is a governmental
entorprise with functions, inter alia, to
encouragse the local production of medicine, to
carry out analyses of raw materials and finished

products,

The Korat Sericultural Research and Training
Centre, to which the Japanese Government has

promoted assistance during several years,



VIII., Services to small-scale industry

8,01 As noted in paragraph 1.02 above, there are in
Thailand relatively few small-medium industrial

units (employing betwcan 10 and 100 workers), The Government has
generally recognized that small-nedium industirial units provide
a promising vehicle for expanding and dispersing investment
and employment opportunities at a rcasonable capital cost
without necessarily cacrificing the objectives of productivity,
efficiency and comvetitiveness, However, very little accurate
information is available on the key factors related to these
industrial units,i.e. their use of capital and labour, their -
capacity utiliration levels, agoe of their plant and equipment

or their financins and technical assistanc? nceds.*)

8.02 This situation and the Government's commitment
to small-medium industry development over the

Fourth Flan pcriod 1977-81 have led the IFCT to take the
initiative in launching a study which would explore the dimensions
of the small-mediwn industry assistance problem and evaluate
alternative approaches to tackling it. The study will in particular
explorc the pros and cons of various institutional alternatives for
deliverine financial and technical assistance services to small-
medium industries in the most cost-effective manner., It will involve
the participation of various government agencies (Ministry of Finance,
Bank of Thailand, lNoI, N&3D3 and the liational Institute of Development
Administration - NIDA) and academic institutions (I'aculty of Lconomics
at Thammasat University) and is intended to result in tho development
of a projoct nackase which would be suitable for financineg by the World
Bank. T.s study itself is to be funded by the counterpart funds

generated from previous loans from the Kreditanstalt fiir Wiederaufbau (KfV).

#) As far as Northern Thailand i8 concerned a significant amount
of information has been put together in connexion with the
work of the UNDP/UNIDO in Chiang Mai.
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8.03 1In addition to the Small Industries Finance Office
(SIFO) (see para 6,07 above) the main institutional

support for small-medium industry development is being provided
by the Department of Industrial Promotion, Ministry of Industry
throuch its Industrial Services Institute in Bangkok and in
Chiang liai in Vorthern Thailand. The Bangkok Institute was
established in 1966 (under the name of tke Small Industries
Service Institute - SISI) with UNDP/ILC assistance, while the
Chiang Fai Institutc became fully operative in 1973. It is being
assisted by UNDI’/UAIIDO/ILO. The main functions of the two Institutes
are to render technical extension and advisory services in the
profecsional ficlds needed for successful operation and manacement
of medium and small-scale industries. Specifically this is being
done throurh the provision of econoiric studies and market research
services, product and process design, and testins services,
technical and manarcment traininz and manufacturing services and

extension ard advicory services at the enterprises.

8.04 The main impact on the small industry dcvelopment
in the Bangkok arca of the work of ISI Bangkok

seems to have been through the provision of various training programmes
for technical personnel in small-mediwn industries. Due to larse
turnover of the local persorncl at ISI vhich was trained while expert
assistance was provided {essentially 1966~71) and the relative
inexperience of the ISI staff (largely consequencial to the turmover
situation) the Bangkok industrialists have only to a very limited
extent used the 1SI advisory service in the different fields. Also
it is penerally concidered that in the Bangkok environment such

services or know-how might be obtained elsewhere by the entrsprencurs.

8.05 The response from industry seems to have been considerable
better in the case of ISI, Chiang Mai.There again the
local staff is, however, very inexperienced as yet and the inter~

national expert ascistance is envisaged to continue for another
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two years. Emphasis in the work of ISI Chiang Mai is, according
to the Institute's development ob ectives, being placed on

medium and small-ccale enterpriscs with the following characteristices

- agro-based,
- export-oriented,
- labour-intensive, and

- 1industries which otherwise are based on the
region's resourccs, are potentially competitive,
and have rood procpects for long~term growth.

8,06 Besides providins assistance to eristing industries,
the ISI Chianr Mai is(in contrast to ISI Banrkok)
giving major attention to the promotion of new industrial enterprises
and is in those erdeavours co-operatin: closely with 1..5D3, Bol,
1FCT, the Industrial fstates Authority of Thailand (I5AT) and other

agencies,

8,07 ISI Chiang Yai is working closely with SIFO which
has a cpresentative in ISI's office in Chiang lai
and a mterally supporting work on providinz financial and technical
aseistance to small industries ic gradually being built up. Also,
close links with the new IFCT Forthern Thailand branch office in
Lampang are being developed.

8,08 In connexion with the discussions on a Phase II technical
assistance project for the years 1977 and 1978 (after the
first year's of building up period) the immediate tasks of ISI Chiang

Mai were narrovied down in scope and area of coverage. For example:

(1) To fulfil the objective of assiusting existing industry
the ISI Chiang Mai will be expected to gradually achieve
the capability of effective assistance, at a satisfactory
level, in the profcssional ficlds needed for the successful
operation and management of medium and small-scale industries,
However, such capability will normally not include
gpecialized technical branch know how on products and

processges, other than those for which ISI Chiang Mai



has specialized sections (e.g. ceramics, foundry);

(1) The "service arca" [as far as the UNDP tochnical
assistance is concerned] shall be comprised of the
districts (Chanmvats) Chiang lKai, Lamphun and Lamvang
only.Former clients in other parts of the Northern
Region shall continue to be serviced in individual
cases vhen a promising service nrocramme has been
earlier initiated, and oblirations to the client
established. Rerruests from industry in the Northern -
Region outside of the 'service area' may be attended
to with lower priority than that of clients in the

'service area',

8.09 One arca of great concern hac been lack of autonony,
even in day to day administration of ISI Chiawlai.

Originally, overall control ani direction of ISI Chiang Mai was
the responsibility of the Director of IST Bangkok -~ a Division of
the Department of Industrial Promotion. Later (in connexion with a
mid-ternm review of the Phase I assistance project), this situation
was modified to the effect that responsibility for the ISI Chiang
Mai rested with the resident Chief of ISI Chiang Mai who reported
directly to the Director of ISI Bangkok who then had the overal\l
responsibility (under the Director-Gensral of the Department). It
was noted, = however, that it appeared that little or no delegation
of responsibility and control did in fact take place., Later in 1976,
however, a major change took effect in that ISI Chiang Mai was
elevated to Division level (at par with ISI Bangkok) and the Director
of ISI Chiang Mai became directly responsible to the Director General
of the Department of Industrial Promotion. (It might be mentioned
that in the highly centralized administrative system of Thailand
such a decentralizing step was considered almost unique. )
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8.10 Initial plans are underhand for the provision of
small-scale industry support also in the Southern
and Northeastern Regions. However, it secms clear that any
move in that direction will be on a much smaller scale (than when
ISI Chiang llai was established) aiming at a gradual consolidation

and expansioi,

8.11 One specific problem severely affecting the
possibilities for production of goods, although

primarily for traininy and demonstration purposes, at the various
facilities of the Ministry of Industrv, such as those of the ISI
Bangkok and the ISI Chiang i:a1 workshops, the Textile Industry
Division and the Ceramic Industry Research and Development Centre,
i- Government regulations to the effect that the proceeis of any
sales must return to general revenues rather than being used to
purchase raw materials for continuing operation of the production

unit concerned.
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IX. Industrial manasoment develoopnent and training
el iy —~——

9,01 The Government, in recognizing the importance of improving
the productivity of the fast-growing industrial sector,
established in 1962, the Thailand Fanagement Development and Productivity
Centre (TIDPC), with ILO-assistance. TMDPC constitutes now the
Industrial Productivity Division of the Department of Industrial Pronotion,
Mol.

9.02 The essential objective of TVDPC is to raise the standard
of management and productivity in the country by training

all levels of management in the use of effectiv: management methods and
techniques prirarily through the holding of secminars and training
courses; by carrying out short consultative assirmments o specific
problems; by compilins and disseminatine information concernine
management development, production and quality control; and by serving
as a forunmwhere industrial organiration and manngement problems can he

discucsced.
\

9,03 As indicated, T'DPC has recently chanred its situation
from semi-autonomy [under the aesis of the Denartment

of Industrial Works and, later, thc Department of Industrial Promotion
to become a division of the Departmer.’ of Industrial Promotion. farlier
THDPC aimed at being larrely self-supportins but was unable to achieve
this; only about 5 % of its necessary budget was covered by incomes
from fees of training courses and consultancy services. Now the Centre
is trying to get authority to keep any income from its services, on
agreement that its basic government appropriation would be cut to matech,
Preliminary agreement has been reached on this matter with the Ministry of
Finance and the Budget Burcau. The structural change also meant a change
in the status of the Centre's personnel to that of civil servants, at a
lower level of salaries (but with other benefits, such as pension,
security in employment etc.). From the start, one of the main problems
for TMDPC has been the large staff turnover; the salaries being

considerable lower than in private industry.



9.04 The work of TiHDPC - after the initial about 8 years

when ILO expert assistance was provided - has tended
to be more and more confined to the conducting of training courses
in various disciplines and less on individual consultancy in industry,
About 1,500 persons are being trained in the various courses and seminars

each year.

9,05 Takine the consequencies of the difficulties in retaining
a well-qualified technical staff [in competition with

industry] the TIIDPC is now building up a new cadre of officers (civil
gervants) coning directly from the universities with oractically
no experience from industry. Their rain functions are to orpanize
the various trainings courses while the teachers are hired on ad

hoc basis from industry.

9,06 The T.DPC is the Thai member of the Asian Productivity
Orsanization (APU) in Tokyo, and from time to time

seminars and courses with expertise provided by AFO are held.

9.07 Reccntly, TiDPC has begun to set up courses in the
provinces, One course on management techniques was

recently given in the South in collaboration with the Faculty
of Engineerins at the Prince of Sonckla University, and a seminar
for management executives - from medium-sized industries in the
North - was held in July 1976, in Chiang Fai in collaboration with
ISI. [Cenerally, the Industrial Services Institutes in Bangkok,
and Chiang lai deal with trainine for small scale industry, re,
both manaperial and technical problers, while the THDPC concentrates
on nmanamcement aspacts moutly in middle to larse sized cntarprisea.]
Next year a TIDPC training course is planned to be held in the

Northeast in co-operation with the Khon Kaen University.

9.08 Ono fairly recently added function of work of THDPC
is to assist {oreipn investors in ths processing of
visa and work permit for expatriate staff. An enlarped policy
advisory role for TIMDPC in this comnexion is ernvisaged as indicated
in para. 4.23 above. '



9.09 Side by side with the T!DPC the Thailand Fanagement

Association (TiA) is active in the ficld of manarement

development at various levels., The TMA is a private organization

established in 1964. It describes itself as'a professional body

of manarers and exccutives who are interested in increasing the

knowledre and skills of thowm cnsared in managenent in the industrial

and commercial enterprises in the countrv." The Association is

self-financing., Its course fecs are higher than thosc of TMDPC.

The TIMA belongs to the Asian Association of Management Organizations

(AAMGCIOS), and the Asian Regional Training and Development Organization

(ARTDO). It is Thai representative of the Asian Institute of Management ,

Philippines,

9.10 The TIMA corducted in 1979, 81 ceminars ani courses with
a total participation of 2,360 persons. Of the seminars

and courses, 70 were in Thai, 10 in English and one in Thai with
simultancous translation. The oroad subject areas were {eneral
management, finance, marketins and personnel management. TMA has
three very active ‘'manarcment groups', namely the Marketing lManagement
Group, the Financial larketings Group and the Personnel liarketing Group,
which develop THA'S programme of seminars, study tours etc. in these
fields. One specific result of this work is a referral list of private
consulting firms in Thailand. T!A has also promoted a business code
of ethics, binding on all members. It also supports the development
and use of standards and the TISI quality certification marking scheme.,
THA members and officers sit on various Government boards and committees,

sometimes as individuals, sometimes as representatives of the Association,



9.11 An important role in the field of management
development and trairning is also played by the
(UNDP/UNIDO assisted) Textile Industry Division of the

»
Department of Industrial Promotion, ) The textile industry is

tho birmrest single industry in the country; the larger companies
employing in total about 7%.000 people., Fost of the larger
companies are joint ventures, mainly Thai-Japanese, Thai-
Waivanese, Thai-British or Thai-French., A sirnificant proportion
of technolory transfer (and export marketin~) has come from the
foreign interests in these companies, lost of the smaller
companies have omnloyecd foreisn technicians but the emerrence
of more skilled Thai national management to sirmificant desree
due to the work of the Tevtile Industr Division) has allowed

for the phasings out of these technicians,

9.12 By 1970, when consideration was given to the
establishrent of the Textile Industry Division - TID -
[using the alrealy existin~ small Fibre Erxperincentation Centre
of the Depnartment of Industrial Promotion az a nucleus]| the
expansion of industrial marufacturing capacity in Thailand's
textile industry had prosressed with such speed that the technical

services, organization and training facilities had been unable to

#) The functions of the Textile Industry Division are to promote
the develonment of the countrv's textile industry by satisfying
needs for technical consultancy, textile tecsting, textile design
servicas, and technical and management training as well as research
and experimental facilities, thus enabling the industry to
consc.idate and expand its position both with refercnce to the
domestic market and to exports. An organizational chart is
appended as Anncx VIII,
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keep pace. In the whole of the textile field the number

of suitably qualified Thai personnel in the higher and
middle management levels was very small; the industry
relied almost totally upon forcign managrement and technical
stafl. [It was estimated thnt Thai natiorals holding degrees
from any textile collese numbered only five, ] Indeed the
Thali tertile inductry was ih dirz need of fully qualified
Thai nationals trained for not only the sonior and junior
mana~ement levels, but also textile technicians, foremen

and skilled operatives,

9.13 Throurh the vears, the TID has developed
trainine nrosrarres bath at its own facilities
anl in-plant in full co-operation with the industry and

its associations, namely

(1) the Tevtile lanufacturers Asunciation of Thailand
which amonsst its members has practically all the
larpe vertical units, and is renerally recosmized
as the main reoresentative body in the textile

industry;

(41) the Weavers Association of Thailand which has a
membership of about 30G, most of whom are small

weaving establishments; and

(111) the Thai Silk Ascociation being the responsible and
representative body amongst the Thai silk section of
the industry.




X, General conclusions

10.05 Althoush the Thai cconomy is sfill basically an
agricultural esoromy, the irdustrial rcector has
developed very ropidly durins the last 10-15 vears, To support the
industrial develonment a rather comnrehensive institutional
infrastructure has bacen built up throurn the yvears, Hnuever, it
seems to be penerally acreed that until recently - tha carly
19705 = the industry crow vithout the institutisng hovire by
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and lar~a, had ruch i~ ~act., This ceems to have been the case for

instance in respect of small-scale industrr developnent as well
as for the promotion of larfe scale industrial investments and

of manufactured exports,

10,06 It is only in the last few years that the Government
has accorled full attention to the institutions as
beins the major instru-ents in the implementation of o more
defined strateesr for the country's industrinl develonuent, with
emphasis on employrent creation, disversal of industrial activit~
outside the Banckok areca, exnmorts of manufactures, increased

utilization of local raw materials etc,

10,07 Another criticism has been the tendency of buildine
up the develooment prorramme from the ton dnwn.
Irstead of approachin~ develonient from the rural arcas upvards,
instead uf identifvines needs by asking what is nacded, instead
of a coherent strate:v for whole sectors, and instcad of an irtensa
process of consultation and comnunication, develonmant saams often to

have imnoccd from above,

10.08 Furthermore, with a highly centralized administrative
system, as in Thailand, the frammentation of responsibility
into a larrer number of ministries and departments has led to a

ocompartmentalization of activity wherein co-ordi.iation between the




agencies concerned has become progressively more difficult

a8 the administrative hierarchy comes down to the operative

lavel in the provinces. [Even at the central level, govern-
mental operations appear to be constrained not only by the
overlappine of responsibilitics but also by the inflexibility
of rules and rerulations aime!l at pernctuating central control.
This hirhly compartmentalized and centralired smovernmental
bureaucracy is co-existing with the almost total abnence of
renresentative local arencies in th2 provinces which conld have
initiated and implemented development activitics and with a
system that provided minimum finarcial resources even to the

local arercies that existed,

10,07 A major constraint for resioral plannir~ efforts
has, no doubt, bLeen the caracitr of the bureaucrac-
to effectively irplemant progsramies. Intesrated plannine does
exist, the major nroblem har becn the lack of interrated
implementation becance of the considarabl~ dunliecation of
functions and lack of co-orilination betvcon the very many

govarnnantal agcencies involvel,

10,10 Little attention hos so far bhaaen given to the

question of moet =uitable technolory, ir. connexion
with the establistuent of ncw irdustries. It can, however, be
envieaged that within the framework of comprehensive analyses
of various industrial cectors, technolosy policy indications might be
formulat~d to proviie nacessary suidance for the inlustrial
promotional work undortaken by various arencies, such as the Board
of Investment, ISI, IFCT, ASRCT and others,
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December 1965, Vol. I1I Country Reports (inclu’.ng Thailand)

Project document: Industrial Service Institute, Chiarglai - Phase II.

Report on visit to ISI Chiang.Mai 13-17/3/1973, by N. Ramm-Ericson
and J.v. Eyndhoven. 7 .

¢

Thailand Management Association Anmual Report 1975.

URDP Project Progress Report, Textile Industry Division Project,
Thailand, Jan, - June 1976

Pro ject Document - listablishment of the Textile Industry Division,
THA/71/540. UNIDO/TCD.177 of 15 March 1973
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Project Request - Establishment of the Textile Institute of Thailand.
Revision 2, larch 1972

John Tusa, 'Thailand's Dévelopmcnt Debate, article in Third World,
published by the Fobian Society, May 1973

- Glyde, Henry R., Institutional Links in Science and Technolory,
Tha GCase of tha Unital Kinmlom and Thailand, (Nraft of 1971).
ASRCT and Science Polic Research Unit, tlniv, of Sussex

Additiona) source material of rreat value havebeen various
World Bank economic and other ranorts.
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Note on the adnministrative osrocaiurves for permiosion

to estnblich ard oper:t~ o momurcturine irdustr: for the

antine of nromotioral eartificate, ote.
%

a. AMninistritivy proccinre for £ilire annlication for the permiscion to establish

» and _oneritn a Sactor (Lhe Factar: Tou):

- - g

Apvlicant

o it

>Lﬁpplication tYor mermiscion to estanlinh

A

Ciniste ) | &
of

Tndnstre

Appoal

v

TRejected |

[Approvell

Liiecncae wnnlics
for a peruiscion to N
onerate the [actory

[ Rejezted?

Y

Linistry of Inlustr:

[Approved
for a 3 year period]

wver: inird jonre tne Licenceo will

have to aprly for a econtiruation of
tho permission to operate, Also, the
Licencee will need to file a spacial
anvliicotion for a parmizcion for
extencion of the factory or transfer
of owvmerschin, az the casc may be,

o

dl

#) Before takins the dccision resarding the establishment of a factory, other
Ministries, such as the Ministry of Public Health are consulted; the result
beiiiz a rolatively time cornuming precess,
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© e —— ——— W ——— i " — e - .
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—an [R—

Applicelion Yor nronuvlion

)
J Office of 3ol
[applove

.

> |

]

':)

Arves I (eond

[reject o>

Letter of nntification fron

oI to avplicant

e

LI}OCS ammlicomuaoneynt too

nrivitedsng

anl coriitions oVered by Hol?

-

|

[Yes]

L

tha

Anplicart
rara

LGNS

AT vitn o tha

eonen

‘vronoted nercon' and reprister

Lirnistrs of

Cormreree

L

Pronntion eorsiflinats

by Tinictr - ol Do riorece

1scued to tre procotedt parson

-

[nrOﬂotoi porson will contact |

i

£ A4 \ll
e ~ ; : : : o - 3 —
Jiniztre; of Iminoetrrs L cinereins ulre wol ) Jnictrs of Praeiin
in ordar to counly - basie licts of wnzhinery lleculth or Deferca
wita factor Lav to ba eremnted rom tax and - if ronds imported

9 dutie:s arc suhjected to

. Lo
_ - P4 — rectrictiors, c.7.
I'ror.otvel varoon 1 .

) . ) _ cheircals

avnlies Yop Jiocuren

o establish Cactory

] W

.ol anproves
rejects ba

je1e]

nuiconece vwit

or
1 on

[approved]

[approved}

N

-

salely measures and

Prornioted parcon placec purchasingg

order by placin: letter of credit

particular =

hin [rejected]

throu~n conercial bhan'

one

[approvai]

v

.0l states
particular
localities
Wwhere they
continue grant
licence for
uch industry

Promoted person applies

for parmission
th: factory

S
[ re jected ] 4

to opcratn

[ rranted]

Dol for a release of conzicnments and fora

Pronoted person contacts cormercial banlk and ]
|
letter requestine the Customs Dept. to authori:::

the release of the conzjionrments |
A
romoted person contacts Custows Da2pt. for
counter checking with tariff schedule, tariff
hssirmments and inspections

NS
Promoted person forwards certificate
o the Port Official

b

of releacc
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Procedure for brinsine in foreimm expirtise for promotsd persons

Prormoted person

Request for the approval of the
positions to be held by the foreign
exports

Office of Bol

[rejectcdl-g,

(approved]

J

Promntel parson subrits to 3ol
bio-data atc, of each expart
requestel and the spouse and
dependents

[approvad)

4

| visa for artr-

Lxpert nnl tanily ovlain ron=izmicrrant

(upon arrival]

1

"2
Expert and family

Fixpert musti obtain a wori:

report for regsistratinon perinit from the Dept. of
to tha Alien Reristration Labour within 30 days of
Division of the Police arrival

Departmant

s



b Annex T1 (cont'i)

d. Procedure for acmirina the ri~ht to own Jand for promoted parson

.
Promnoted person ){ Application to own land
Office of Bol L lrojected]—y
(approvei)
Bol notifiz: the land (Gffice ST .
anl reoquests their co-ooeration
\
Promoted nroon coniact )
the Land Office .
-
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Procedure to be followed by an entreprencur

in entablichin~ a new inductrv (without oromotional

‘priviled-ed,

The e¢ntrepreneur applies for permission to establish a
factory direct to the Factory Control Divison, lMinistry of Industry.
Under the Factories Act, no one will be allowed to establish or
enlarse a factory without having first obtaincd a licence from the
Ministry of Industry. It must thercfore be pointed out here that
a licence permittinge the establishment of a factory must be obtained
from the llinistry of Industry in all cases, vhether the industry has
been approved by the Hoard of Investment under the Promotion of
Industrial Investnent Act or rnot. However, in the case of an
Industry which has been approved by the Board of Invectuent, the
issuing of the licencc by the linistry of Industry is definitoly
assured, whereas in the case of other inductries, the liinister of

Industry can refuse the application for licence,

If tho location of the factory is to be in grealer Langkok
the application must be submitted at the Faetory Control Division,
Min stry of Industry. If the factory is to bhe erected in tha
provinces, the application must be made at the office of the
District Officer concernei, who will process and submit it to
the Governor of the appropriate province, vwho in turn will pass
it on to the Hinistry of Industry with his comment, In either case
the application must bs made on the ~fficial forms and must be
accompanied by plans and drawings of the factory to be erected and
the layout and details of the machines to be installed. lingineers
of the Factory Control Division will inspect the proposed site
after the application is sent to him, If the application is
approved, a licence sisned by the Minister of Industry permitting
the e¢stablishment of the factory will be issued to the applicant,
who will have to comply closely with the conditions (if any)
stipulated in the licences.
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In the meantime, if the location of the factory is in a
manicipal area, a permit to erect buildings and operate a business
establishment, in accordance with by-laws, must be sought from the
municipal authority concerned. The application for this permit must
be accompanied by detailed plans and drawings of the buildings to

be constructed,

If the enterprise is fmoing to be operated as a
juristic person, that is, as an ordinary partncrship, or a
limited partnership, or a limited company (corporation), it must
be registered with the Department of Commercial Registration,
Ministry of Commerce, in accordance with the Commercial Registration
Act of 1956,

When the buildings have been constructed and the
machinery erected and the factory is ready to start operation,
a request for a permit to start the factory must be submitted to
the Factory Control Division of the Ministry of Industry. In
accordance with the Factories Act, no factory can start operation
without a permit to start opcration issued by the Factory Control
Division after incpection by the competent official. It must be
pointed out here also that any expansion of the factory at a
subsequent date cannot be carried out without a licence permitting

the expansion from the Factory Control Division.
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Annex TIT

ot et et o

Membors of the Roard of Tnvestment

- ——— -

The members of the Board of Invesiment are anpointed by the
*\
Cabinet, Latest available (Lov. 1974) list of members and advisors

is as follows:s

Chairman - Ninister of Industrv
Vice~Chairman - [Yon ex~officio member]
Comnittec icubors - Diractor of 3udset Burcau
=  Under-Sccretiary of State,
Uinistry of Arriculture
- Under-Sccretary of State,
Ministry of Indusiry
= Under<Secratarr of Siate,
Ministrr of Commerce
- Secretary Goneral of the Cabinet
Secretariat
- Secrctar: Gencral of T23D3
- Secretar; Goneral of the Juridical Council
- Director ficrinral of the Devartment of Customus
- Governor of the Bank of Thailand
- Ceneral luna~er of IFCT
- Undersecretary of State, Ministry of Finance
- [Yon ex~ofticio memynr]
-  Secretar: Ganeral of Bol [also Secretary
" of the Duand)

Advisors - Hinister of Finance
- Finister of Arriculture and Co-operatives
- Minister of Commerce
- linister of Forei m Affairs
- EI.’on—office holder]
Non~office holder]

#) This information is superseeded by the announcement in November 1976,
referred to in footnote *) of para, 4.30. (The Board of Investment is '
now to be headed by the Prime Ilinistor and its members to include
inter alia seven key Cabinet ministers),
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bffice of the
becretary to the

Ministry of 1lnduciry

iinister

>

Office of the Under-
Secretary of State for
Industry

]

Industrial Economics and
Planning Division

Plic Eugar Institute

Peiroleum Industry Division

Provincial Administration *)

{

depariment or
Industrial liorks

—_

o et

Pt

—a—-d

__r;'in'mc ial
{)ivicion

-{?uctory Division

Jffice of the
weeretary

Contirol

Uactory Control
Jivision

[ tral Office
o!" llachine
itecgistration

- e — e - e e iy — o -

~) Inciwe:s

1

|

l

l

Departrent of
Industrial Pronmotior

Departmcﬂﬂ
of Science

Department of
mineral Resource:

Atomic bner, -

} Office of
§| for Peace

Uffice of the
Sacratary i

—{ Plannir - bivision |

Industriai Hervice =

Division (Industrial

Service Institute,

Banrkok) ]

Industrial vervice
Division for Northerrd

Thailand (Industrial
Service Institute,

Chiane I'ai)

,__+J

Cottare Industries

Division

ihai Industria
l{5tandards
Institute

Thai Handicraft

Promotion Division

Yextile Industry

@eramic Industry
4lesearch & Dev,
Centre

D.vision

Industirial Productivity
Division (Thailand
Managencnt Development
and Productivity Centre)

Small Industries l'inance
Office

“harayana Phand Handicrart
Ceontre

rovinein] Ivdustrical CiTices in 17 provinces
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