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The ohjec• ivt> of this papE>r, as SC'l I-contained annC'xure tP tl1f' do<'UITlf'nt 
"Thai J.1nd: A Fr<lme•.,'<'rk for Technical l\ssist;:ince Progr:i.rnminr, in Tndustry'', is to 
:i.n;i1yse the industn· sector development hy SE:'lectf'd suh-sE:'ctors. The p;:ipE:'r pr0-
vidf's an 2tteript to broadly idf'ntlfy the de,:elopn'rnt prospE:'cts, thP l";iin bottlf'necks 
;ind deficit areas as \-:el1 as :i.n indication of priority flt>lds, which 1w1v rE'fjtlirf' 
technicill a>;sistance in the futu·<?. 

This section presents a review of \'arious ;1spects nf Tha' l;:ind's m.1nuf;:ic­
turint; sector such as the trend of its share in CPI', nnd thC' br:i.nd1 d!strlhuti.on 
1,·ith rf's!'ect to v;\lue-aclded, f0rf'ign trade, in\'f'strnf'nt :i.s Ff'll ns rqdonal :ind 
size disttiln:tion of the manufacturing estahlisl~rnPnt. 

The manufacturing sector in Th.:ilJ.:ind has incn'asE:'d its rrl.:itive impnrt<ince 
in ti1C" Pconol'ly subste1ntf;:illy sincP the hcginninf, of thr ]Q/Os. The shilre 0f 
n'nnuf;1cturing in C:lll' rose frc>m 11.07:: in l<J(,() to lf,.n·~ in 1970 and to 19.n7 in ]qRn, 
1·:hile the agricultural sh:ue (1-:hose v;:ilue addrd still comprises the large~~t part) 
drc,pped from 38.(1'.' to 28. C and to 2S. 1171

, ovf'r the snme per!od.l_,' S1nce thf' e;irh· 
l9Rfls, the share of manufnct11ring sector ln Clll' has droppf'd slightly tn ]Q.l perf'.Pnt 
in 1984, d11e to the over;:iJl economic sl0~'dmrn resulting m;llnly f:-om the iower ;,·0rld 
economic grm,·th. The grm•th r;:ite in !'lanufactur!ng dropped helov that of the other 
three industri<Jl subsector·;--m!nintj ;:ind ri11arrying, c1mstruction, :md f'lPctrlcltv 
:md Katr·.- supply--fnr the pPriod of the Lite l<J?ns ;ind e:irl\· 1!)81ls. ll11rin~ thP 
p:1st t1'0 dnc;idps, the three bnsic snurcps c1! manufaf'turinr. gro1,·th--domestic df'mnnd, 
irr.pcrt s11t'i'~titution, ar.d E':-:port dem;:inci, f'XpPrienf'ing a structural ch:mge. There 
has hef'n a gre;:itf'r importance of domestic demnnd i;rm"th .1ncl of e{port dPmnnd, 1,·lth 
a declining contribution from import ~;uhst!tution (Table I). 

Thr f;tructurr of spctoral clfstrlhutlon 0f m;-inuf:ict11rin.r. v:il11r-ad(1Prl (M\'1\) 
shm.:s .i r;:ithr'r stahie pattern. ThP manuf;icturing sectn:- in Th.11 l;ind is st i 11 
broad]\· divided into those industries procf'sslng prim;:iry prod11cts and those 
tr;:insforming imported r.iw materi;-i]s and lntermediatf' goods into final gonds for 
eithf'r domestic consumption rind morC' recently for expnrts. fn l<JRI~, 7<J.S 
pPrcent of MVi\ \,.,1s attrlh11terl to fo0d, hevrr;ir,f's ;ind tohaf'co. Trxtiles, v:f',1rin1'. 
npparel ;ind ]c;-ithf'r, lent.her products ;-ind footwrnr arc the nrxt most irnpPrt:int 
grot1p nccow1tlng for 2S.2!'. of v;-iit1c added. Activity In this f,roup 

I/ Fl1;urf's represent the C:IJf' at currt>nt m;irket prif'f'S. 
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Table I: SOURCES OF GROWTH OF MANUFACTURED OUTPUT 
(% contribution to increase) 

a 
1975-78 

DE /b· IS EX 

Processed food 46.9 -4.6 57.7 
Beverages and tobacco 101.6 -2.2 -117.7 
Construction materials 103 .6 -1.0 -2.6 
Textiles and clothing · 65.8 3.4 30.8 
Leather and leather pc-oducts -420.2 -18.5 538.6 
~ood and vood products 107 .2 -16.0 8.8 
Paper and paper products 102.6 -4.0 1.5 
Chemicals and petroleum lJO .2 -29.5 -0.6 
Rubber and c-ubber pc-oducts Jl.8 16.4 51.7 
Hetals and products 64.l -1.0 36.9 
Machinery 60.8 4.4 34.8 
Tc-ans port equipment 81. l 18. 2 0.5 
Other 89.0 -33.5 44.5 

Total 79.5 -7.7 28.2 

Source: World Bank, "Thailand's Manufactured Exports: 
Options," Washington, D.C., 1985. 

/a DE = Domestic demand effect. 
IS = Impoc-t substitution. 
EX = Expoc-t demand. 

Key 

72.3 
llG.6 
130. l 
74.5 
51.6 
96.8 
70.6 
72. l 

-11.8 
70.3 
81.8 
81.9 
64.7 

44.6 

la 
1977-80 

-7.5 35.2 
-11.2 0.5 
-28.6 -1.5 

10.4 1 5.0 
-3.0 ~ 1.4 
-1.2 4.4 

2. 7 .. 26. 7 
-10.7 38.6 
-9.2 121.0 
-3.6 33.3 

-60.5 78.8 
16.l 1.9 
lJ .9 21.4 

-14.9 1.99.6 

Issues and Policy 

/b Domestic demand effects greater than 100 indicate that dcmestic dema~d 
grev faster than pc-eduction and either the import share increased 
(negative impoc-t substitution) or the surpluses available for export ~ere 
reduced (negative export expansion) or both to meet the higher domestic 
demand in excess of domestic supply • 

... 

. .. . 
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has grown very rapidly over the past 10 years with much of the growth orie~ted 
towards exports. Wood and cork, paper and paper products, and n•bber and ruhber 
products contribute 4.7% of MVA in 1984. Products in this groLJp have had a 
gradual declining trend over the past dec?je Chemical production, despite its 
small base, has been growing rapidly, and, togethe- with petroleum refining, 
accounted for 8.7% of manufacturing value added in 1984. Products manufactured 
by the engineering industry counted in terms of four main categories - basic 
metal, metal products, machiner~, electrical machinery and supplies - contri­
buted 5.8% of MVA with the largest part produced for domestic demand. Finally, 
the transport equipment sub-sector contributed 9.6% of MVA and is devoted 
primarily to the assembly and repair of motor vehicles and motor cycles for 
domestic use, rather than for ex~orts. 

With regard to private vs. public sector investment in Thailand's 
manufacturing sector, only sketchy evidence is available which indicates thatthe 
m~•1ufacturing sector accounted for a considerable share of private investment 
growth in the 1970s and in the first half of the 1980s. The available iata on 
gross investment by sector also shows that it has been dominated by the private 
sector all throughout. 

The structural change of Thailand's foreign trade reveals that exports 
of manufactured goods (in terms of CCCN) have gro\'tn rapid) y since the 1970s, 
from a share of 29.8% of the total exports in 1978 to 43.4% in 1984. The share 
of manufactured imports over the same period was, on the contrary, declining 
gradually. Manufactured exports are, for a large part, marketed in other 
develofJing countries, while manufactured imports are predominantly from 
developed countries. Thailand's m:mufact.ured exports have gone through a 
structural change during the second half of the 1970s and early 1980s. Textiles 
and garments, whic~ constituted a substantial share in manufactured exports' 
growth in the first half of the 1970s, has its share declined in recent y~ars, 
while other manufactured exports such as wood products, electronir· goods and 
electrical machinery, jewelry and precious stones have expanded rapidly, which 
indicates a potential for continued diversification. 

A breakdown of manufacturing industries by regions reveals drastic 
regional disparities in industrial activity. About 52% of the total MVA and 35% 
of (manufacturing) employment is concentrated in Bangkok and another 36% and 
30%, respectively in the Central Region. Despite the emphasis of the Govern­
men~ 's development strategy on increasing the growth and dispersion of 
activities in this sector to the other regions, the concentration of 
manufacturing activities in Bangkok and Central Region has continued to grow in 
recent years. 

Data on the size distribution of manufacturing industries in Thailand 
indicate a rfualistic.: pattern characterized by a large majority of small anrf 
medium scale enterprises. In 1982, the cottage industries (which employ less 
than ·10 workers) Hccount for about two-thirds of all firms. Those with under 50 
employees account for 95% of the firms while only less than 1~ of the firms 
employ more than 300 workers. 



- 3 -

III. Development Prospects and Constraints in Important Manufacturing 
Sub-Secto13 

Engineering Industries 

The Sixth Five-Year Plan (1987-1991) assigns engineering industries a 
top priority among various selected industries to be develo?med during the 
Plan's period. They are expected to provide the basis upon whict-> other ::ypes of 
industries will be developed over the long run. The engineering industries are 
defined as those manufacturing five product groups as classified by NESDB: basic 
metal, metal projucts, machinery, electrical machinery and supplies, and 
transport equipment. During the 1970s and the firF- half of the 1980s, the 
share of value-added from engineering industries in MVA has increased gradually, 
from 12.4% in 1970 to 14.0% in 1980 and to 15.4% in 1984. Within the group of 
engineering industries, transport equipment contributed the largest share,-~r 
5.2% of MVA in 1970 and 9.6% of MVA in 198~. Time s~ries of the share of MVA 
show a declining trend of v~lue added for hasic metal, metal products, and 
machinery, whi·le the electrical machinery and supplies are experiencing an 
expansion trend in ~erms of their share in MVA. 

The main factor behind the emphasis on the production of local 
engineering products is the trade imbalance with respect to enqineering goods. 
Thailand's total exports of engineering goods in 1984 earned 19,958 million baht 
while its import of engineering goods in the same year amounted to 99,438 
million b<iht. The trade iwbalance is even more pronounced when integrated 
circ11its, which accounted for more than half of the total exports of engineering 
industries, are excluded. Imports of engineering goods accounted for more th<in 
50% of the country's total export earnings. It is obvious that, unless the 
local engineering industries are vigorously developed, Thailand will become 
increasingly dependent on the imports of engineering goods for its 
industrialization process. 

Table 2: Share and Trade Structi·-e of Engineering Projects 

Year 

1970 
1980 
1904 

VA of All 
M;inufactur ing 
(Mil. Aaht) 

(l) 

23,320 
60,597 
76,944 

Engineering Share Export Import 
Industries (%) Value Value 
(Mil. Baht) (2)7(l)x100 (Mil. Aaht) (Mil. Bahl) 

(2) (3) (4) (S) 

2,883 
8,493 

11,815 

12.4 
14.0 
15.4 

I, 707 
21,25!.J 
19,950 

13, 271 
67,595 
99,307 

Sources: NESDB, National Income of T~ailand and Foreign Trade Statistics of 
Thai I and. 
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The engineering industries in general are regarderl as having 
characteritics that favor their more rapid development. They are thought of (i) 
having strong linkages, both backward and forward; (ii) having high income 
elasticity of demand, (iii) being efficient on a small scale of output 
production; (iv) being labor intensive but also skill-intensive, and (v) having 
a stable state of production technology~hile, at the same ti~e being carriers 
of techn0logical change due tp the heterogenous nature of the products, and (vi) 
having pot en ti a 1 in the export market for a number of products. 

In the case of Thailand, ~one of these characteristics appear to be as 
strong as they might appear to be, due to the lack of many sufficient conditions 
needed for these characteristics, such as adequate numbers and types of skilled 
technicians and engineers, a flow of information on technical pr0gress, an 
adequate amount of domestic research and development and an integrated and 
interdependent development program. The weakness of these industries is due, on 
the one hand, to the bias in the fiscal system of protection which works against 
domestic production of engineering goods, and to the inadequacy in technical 
assistance from the Government on the other. 

Basic metal and metal products industries consist of products such as 
products of iron and steel, copper, aluminium, lead, zinc and tin, cutlery and 
hand tools, and other articles of basic metals. Their production, export value 
and import value are presented as foll8ws. 

Table 3: Production and Trade in Metal and Metal Products, 1984 
(in million of Raht) 

Products Valuc-adrled Export Irr.port 

Iron & steel I, 816 19' 188 
Copper 80 I. 315 
Aluminum 401 2,598 
Le.id 6 186 
Zinc 8 1,163 
Tin 5,436 B 
Other base metal 30 17 
Tools, cutleries, forks, spoons 160 1,296 
Misc. articles 104 655 
Total 1,320 8,041 26,426 

Sm•rce: foreign Trade Stati5tics of Thailand, Customs Department. 

Between 1980 and 1984, prorluction of metal and metal products 
ir1 ~reaserl at about 3.4?cl in value terms per annum, compared with an average 
yruwth.of GDP at the same period, which was about S.6% p.a. The growth 
performance of the metal and metal products industries was thus still 
unsatisfcictory. The industries consist of high} y he:terogenous types of 
products, yet most o~ which are subject to common processes. More than 80% of 
the firms are small scale nf machine shops type. 
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Hain problems in the industries include obsolete technology and low 
quality of casting in small scale foundries, lack of qualified pattern makers in 
larger scale foundries, high scrap rate in press work, obsol~te technology in 
small fabrication shops, low product design capability in fabrlcation work whose 
Pxport potential is high, and low capability of machinery. 

Machinery industry consists of products of two main product groups -­
boiler machinery and electrical machinery and appliances. In 1984 their export 
value were 11,554 million baht and their import value stood at 54,735 million 
baht. A survey of industri8l developr.ient i!l Thailantj 2/ summarizes its major 
trends since the 1960s as follows: -

(1) A number of workshops, having earlier required, and bought from 
outside, machinery of certain types, realized that they had the 
technical capabilities to produce such machinery themselves; 

(2) Certain workshops undertook repair work in industries such as 
paper mills and sugar mills. The equipment was often bulky and 

·sLme replacement parts could not be obtained readily due to 
obsolence. These shops later expanded their work to include the 
production of spare parts and a few produced and supplied complete 
machines to those sectors; 

(3) Some trading firms found it profitable to manufacture the 
machinery they had previously been importing. Joint venture 
compm1ies "'ere set up to which the foreign partner generally 
supplied the technical know-how; 

(4) Expansion of agro-indu~tries in factories which were often built 
on turn-key basis. fhe technology was normally brought in from 
abroad and the products are of international standard with the 
main technical knowledge gained in processing and control 
technology. 

Problems encountered by this industry include plant layout, and 
working conditions, use of unskilled, semi-unskilled, and skilled labour, 
product 1,1ality and management system. A proper technical solution for further 
development of this industry would require the promotion of institutions such as 
specialized units with highly competent personnel in the area of production 
technology, especially indigenous typL. 

2/ Roonma Thampit.'<kul, "Current St<ite of M<ichirn~ry Industry," IMC p<iper no. 3, 
Nov. 1984. 
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Iron and steel production usually serves as the basic imbstry for 
fl!rther development of engineering industries as a whole. The past development 
of Thai iron and steel production suggests that it is still far from being 
successful. Problems facing its development include (i) underutilization of 
production capacity, (ii) high production cost due mainiy to its high import 
content, (iii) competition with imported goods of the same or similar types, and 
(iv) low quality of goods. Three main factors are responsible for these 
bottlenecks: (a) quality of raw materials; (b) inadequacy of skilled workers, 
standardized machinery, and lack of proper production management; and (c) market 
instability. The production of iron and steel products in Thailand grew at a 
rate of about l~ during 1979/1984 and it is expected that domestic demand will 
increase substantially by the end of the decade due to the emphasis on 
development of engineering industries during the Sixth Plan. However, the 
solution, ac~ording to NESDB's report, in the case of Thailand wii1 not be a 
huge int~grated steel plant. Rather, in the Sixth Plan more attempts will be 
devoted to a restructuring of the existing industry, •he improvEment of qu~lity 
of products, and the building up of quality casting and forging capacity. 
Given this situation above, there is an urgent need to search for appropriate 
modification .in product mix and production technology in order to increase 
capacity utilization, product quality, and operational efficiency. 
International assistance can play a role in helping Thailand achieve this goal. 
Aecause the iron & steel industry in Thai land is not yet well developed, the 
World Bank 3/ identified a number of product lines in which Thailand seems to 
have comparative advantage and that may be favoraoly situated for expansion 
as follows: (See Table on next page). 

A substantial quantities of these products are currently imported due 
both to the shortage of their locally-made supply a~d to the low quality of 
available locally-made products, even though sorTJe of U1ese products, such 2s 
power tillers are widely accepted by the farmers. Furthermore, even though 
these products require a rather simpla technology and can he produced relatively 
efficiently on a small scale, tech~ologies used in this subsector are quite 
elementary and the production process, in many cases, is rather inefficient even 
on a small scale. 

Automotive parts industries are promoted as linkages of the local 
automotive industry, through the subcontracting of parts and thi> speciciliza~ion 
of production. The ultimate goal ~oncerning this particular industry is the 
completa local proJuction of mutor vehicles. Tn this end, several measures have 
b1;;en introduced such as ::dlsing import duty on CKO and Cl3l.! vehicles, regulations 
on the numbers of series and models, and "local content" laws. 

3/ Wo~ld Rank, "Development of the Engineering Industries in Thailand,'' 
Washington, O.C., 1980. 
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Table 4: Potential Product Lines for Thailand 

Product Group 

Tools 

Small agricultural 
machinery 

Small industrial 
engines 

Pumps and valves 

Architecturai 
and construction 
hardware 

Shipbuilding 
and repairing 

Machine tools 

Electrical 
industrial 
ripparatus and 
machinery 

Air compressors 

Automative 
components 

Product Lines 

engineers' cutting tools, hand tools, vices and cutlery. 

water pumps, portable generators etc. 

hinges, frames, locks, pipes 

steel plate, deck machinery, engines 

center lathes~ hacksan machines, bench rlrills, shaping 
machines, circular saws, planers 

transformers, switchgear, pole line hardware 
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However, it is realized that ,-or the past 2 decades the objectives for 
the industry have not been attained. Factors posing contraints on the 
development of the industry include the permission of too many assembly firms, 
too many models, but too low of volume of output to achieve economies of scale 
and linkage effects; the local content laws in which the local content 
requirement has been pushed to greater than 50%, higher lacal content 
requirements, has resulted in consequently, press the local production of parts 
and components that are too complex and hence, the res•Jlt has been very high 
cost. In sum, the performance of automotive parts industries has been 
unsatisfactory. Parts production is very import intensive; 60% of its total 
production cost is for the importation of raw materials; employment creation 
has not been great; capacity is underutilized and a very low degree of 
technological transfer has taken place. Despite these constraints, it is 
realized that this engineering industry branch has some export prospects and is 
closely linked with other engineering branches. Some policy schemes have thus 
been established to promote parts production through (a) seeking greater export 
markets, (b) maintaining local content (LC) at prevailing levels, and (c) 
upgrading the technical level of the branch. 

At present it is realized that there exists, among other things, an 
overwhelming need for technical assistance in the overall er.gineering industry 
e1t levels: 

(A) The plant level. Technical assistance is needed in areas such as 
work flow, use of materials and out scrappage, quality control, use of existing 
labor, inspection and production co~trols, machinery and equipment efficiency. 

(B) The institutional level. At present there are 4 forms of 
tect1nical assistance being provided to the engineeri~g industries at this level: 
training, consultancy, dissemination of information and documents, and support 
for the creation of professional associations. These activities have been 
carried on by several Government and private agencies--the Industrial Service 
Division (ISO) and the Thailand Management Development and Productivity Centre 
(TMDPC) of the Department of Industrial promotion in the Ministry of Industry; 
the National Institute of Skilled Development (NISD) of the Labour Department., 
the Ministry of Interior; the Engineering Institute of Thailand (Ell); and 
Technological Promotion Association (TPA). Of these agencies, ISO and TMDPC 
seem to take the leading role in all four areas. These acl:vities however, are 
hardly adequate in the world of fast changing technologies. In the future, 
further tech11ical assistance should be provided in all four areas. The 
expansion of training activities ca~be carried on in the areas of industrial 
desig~, surface finishing, tool and die design, plastic technology, foundry 
technology, and low-cost automation. The consultancy service can be expanded as 
well, probably by encouraging new agencies 8Uch as the Technology Transfer 
Centre (TTC) of· thA Ministry of Science, Technology and Energy to take a more 
activ~ role, or by establishing a new Technology Development Centre as an 
autonomous consultancy institution, through the cooperation between government 
and private s~ctors. 
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Agro-based lnd1•str ies 

The agro-based industries were given top priority during the fourth 
Five-Year Plan (1977-81), mainly for the purpose of import substitution and 
their linkage effects with respect to the expected growth of the agricultural 
sector. Those with export potential have been encouraged further throughout the 
Fifth Plan (1982-86), and will be given high priority in the Sixth Plan 
(1987-91). The qhare of this industry shows a declining trend--from 43.9% of 
the MVA in 1970 to 34.1% and 29.5% in 1979 and 1984 respectively. Its growth 
rate, which accelerated during the 1970s has declined in the early 1980s. 
However, this subsector still occupies a large part of the MVA--about 30%. 

Table 5: Value added and Export of Agro-based Industry. 

1970 1976 1979 1984 

Value-added 43. 9 35.5 34.l 29.5 
(?~ of MVA) 

Growth 15.l 12.l 7.7 
(constant price) 

Export value 59.0 45.7 
(% of Manufactored 
export value) 

Source: NESDB and the Bank of Thailand. 

The overall export value of major agro-based products has also a 
declining.trend, by accounting for 59.0% of manufactl•red export value in 1979 
and for 45.7% of manufactured export value in 1984. This declining trend, 
however, does not represent the declining ~xport value of, or even export 
quantity of the products themselves, because their export value has increased 
substantially over time. Rather this indicates a more eccelerated rate of 
growth of other types of manufactured export such as textiles, integrat~d 
circuits, and precious stones. 

Agro-based products to be studied in this paper include sugar, 
processed food i.e. frozen fish and seafood, canned fish, canned fruits and 
vegetables and dairy products (i.e. flour, milk, and milk proucts). These 
products are of concerned due to their sizeable contribution to the MVA and 
their export potenti~ls. 



,....------------ --- - -- -

- 10 -

Sugar production in Thailand was ~ell established after the World War 
II, first with the goal of import substitution ~ue to sugar shortage following 
the War. Since the second half of the 1960s, it has then been developed into an 
industry with a s~bstantial export suplus. 

Table 6: Production, Export and Import of Sugar 

1970 1979 1984 

Production (thousand ton) 406.6 l, 795.2 2 ,213.8 

Yield of cane per rai (ton) 6.9 6.5 5.8 

Export Value (Mil. Baht) 107.3 4, 797 .o 'J,222.0 
~ 

Source: Bank of Thailand 

At present, there are about 45 sugar factories in operation in various 
provinces of four regions (i.e. North, Central, East, and Northeast). The mill 
production capacity, in 1984, ranged from 800 to 10,000 ton of cane per day. 
Tt1e quantity of sugar produced during each season depends, apart from the mills' 
capacity utilization, very much on the yield of sugar-cane. During the late 
1970s and the first half of the 1980s, yield per rai of sugar cane, &nd hence 
sugar production, has declined, with the exception of the crop year 1981/82 when 
the yield per rai climbed up to 8.30 tons. Since the cost of sugarcane alone 
(as the raw material for sugar) accounts for about 60 to 70% of total production 
cost of sugar mills, the cane price has thus always been a serious issue b~tween 
the millers and thr planters, who are also well organized. Eventually, the 
Government tried to settle the issue by offering the "revenue sharing scheme'' 
whereby ~8% of thP- net revenue from the sugar trade is to he allocated to 
planters and 30% is to go to the millers. Problems still exist however as both 
parties complain of high production costs. Consequently, the Government has 
sometimes subsidized sugar production by making up the difference betweP11 the 
price demanded by the planters and the price acceptable for millers. For the 
1985/86 season, the basic price of sugar-cane was finally s~ttled at 323 baht 
per ton, while the planters' demand was for 420 baht per ton. The domestic 
price of sugar in 1985 was kept much higher than the international prices in 
order to subsidize the vtry low export prices. However, the Government claimed 
that Thailand still has a long run comparative advantage in sugar production. 
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The main problems confronting sugar millers are high cost of 
producticn and low level of capacity utilization. The problem of high cost is 
closely related to the problem of high cane production cost. In 1984, it was 
estimated that cane production per ton was 347.2 baht for small farms, and 357.5 
baht for large farms, 4/ while the average milling cost of sugar is said to be 
over 200 baht per ton.-

Prospects for cost reduction rely on the modernization of sugar 
technology such as the introduction and extension of mechanical havesting, 
andimprovement of the delivery system. However, since these technologies are to 
be imported, and 3t a rather high price, the cost reduction through such a 
method would require that these imports be made available on a concessional 
basis. Other problems confronting the sugar industry include a low level of 
vertical integration, i~8ppropriate location of many sugar mills, r~d reliance 
on outdated machinery. 

The priority area for technical assistance for the sugar industry is 
the need for a better method to utilize an~ to expand the types of by-products 
which could inqirectly help reduce the production cost of sugar. The main 
by-products of sugar production are molasses, bagasse, and filtercakes of which 
r1ormally around 4~~, 25-30%, and 3.8%, respectively. Downstream products of 
molasses include industrial alcohol, cattle feed, citric acid, bakers yeast, 
lactic 3cid, microbial fats, fodder yeast, acetate rayon yarn, li~uid sugar and 
power alcohol. Bagasse can be used as fuel and for downstream production of 
pap~rs, paper board, particle board and furfural. More and better uses of 
ba~1sse has been encouraged, especially in the Sixth Plan, as a traditional 
source of energy in the rural industrial sector. In this case, more knowledqe 
concerning storage techniques are required due to the perishable nature of 
b<igasse. 

In sum, technical assistance for the sugar industry along the lines 
mentioned above, would involve a more complete knowledge about the rar1ge of 
internationally available technologies, detailed market studies on suitable 
downstream activities for Thailand. 

Processed food is another important agro-based industry in Thailand 
due to its high value-added contribution and export potential. The export value 
of main product lines of processed food such as tapioca products, prawns, canned 
pineapple, canned fish and canned crustaceans, togetner accounted for 58.8% of 
all manufactured exports in 1978, and declined g~adually to 38.8% of 
manufactured exports in 1984. The lower share of processed food exports was due 
mainly to the decline of export valt.re in tapioca products and prawns while 
export value of canned products during the same period had increased rather 
rapidly. 

4T S. ·Raksasap and A. Panikabutr, The Sugar Trade of Thailand (Research 
Report, IDRC, 1984), p.p. 28-29. 
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Tahle 7: Export value of Major Processed Food * 

1978 1979 1980 1981 1982 1983 1984 

Export Value 14,543 15,242 20,~26 23,926 28,963 25,148 29' 523 

(million baht) 

Export value as 58.81 44.86 47.66 43. 71 45.82 41.00 38.79 

% of manufactured 
exports .. 

Source: Bank.of Thailand 

* includes frozen fowl, canned pineapples, canned fish, canned crustaceans, 
f1ozen prawns, tapioca products. 

Canned fruit, especially canned pineapple, has been a major 
contributor to foreign exchange earninqs for over a decade. By 1984 there were 
7 (companies) manufacturing canned pineapple, with the total capacity of 17.6 
million boxes per year. 5/ The actual production in 1984 was 12.4 million 
boxes, and hence the capacity utilization of this industry ranged from 75?~ to 
100% of total capacity. The export· value of canned pineapple has increased from 
I,244 million baht in 1979 to 2,846 mi'lion baht in 1984. 6/ On the average its 
export has expanded at the rate of about 10?~ p.a. since the late 1970s. The 
main problems concerning tt1e manufacture of canned pineapple are firstly, a 
tight raw material market (pineapple) due to heavy competition both with those 
selling fresh pineapple and a recently with a booming frozen pineapple 
industry. Secor1dly, production costs are rather high, especially raw 
material costs due to the high cost of producing µineapple, which is about 1.01 
~aht per kilogram on the average. 2/ 

5/ BOT, Summary of Business and Industrial Situation, 1984, P. 41. 
6! BOT, Monthly Economic Report, JL111e, 1985, P. 57. 
71 BOT, Summary of Business and Jnjustrial Situation, 1981, P. 79. 
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Frozen seafood has become a more important foreign exchange earner in 
recent years. Its export value has climbed up rapidly, from 2,069 m!llion 
haht in 1977 to 4,857 million baht in 1982, while its import remains very low, 
ranging from 16 to 270 million baht during the same period. 8/ Important items 
of frozen seafood are shrimps and prawns, which account for more than 50% of 
total export of this item. The export value of frozen shrimps and prawns stood 
at 1,172 million baht in 1977 and at 3,165 million baht in 1983. Frozen squids 
and octopus rank second are followed by frozen fishes. The major part of Thai 
frozen seafood went to Japan and the U.S. Canned fish comprised of (a) sardines 
in oil and in tomato sauce, and (b) tuna in water. ~s export value has 
increased steadily over the years, from 253 million baht in 1978 to 1,109 
million baht in 1981, and to 3,696 million bnht in 1J84. Major importing 
countries of canned fish include the U.S. (30%), Germany FOR, Nigeria and 
Australia. Canned fish is another product that has a clear potential of further 
growth. Dairy products 2/ are c~nprised of the manufacture of flour and flour 
products, milk and products, and meat. The flour industry manufactures faor 
main types of flour -- cassava flour, rice flour, maize flour, and wheat flour. 
In 1982, there were 170 factories manufacturing various types of flour, and 
1,095 factories producing flour products sue~ as cakes, bread, tapioca seed. 
Cassava and rice flour is produced to serve both domestic demand and export 
demand while the production of maize and wheat flour is only enough to serve 
domestic demand. Domestic demand for cassava and rice flour includes 
consumption demand and the intermedicite demnnd of vcirious industries such as 
food, textile, [Hlper, and lumber industries. Tt1e export value of cassava flour 
nml rroducts surpassed l ,orJO mi 11 ion baht by 1980 and increased steadily after 
ttrnt. Major importers of Thai cassava flour and products include Japan, U.S. 
and Taiwan. Problems confronting the flour industry include high mal:.erial cos'.:., 
the low quality of raw materials which le<lds to the low qu<llity of final 
products, production inefficiency due to out-dated machinery and production 
technology. 

The manufacture of milk and milk products developed to serve th~ 
purpose of jmport subs ti tut ion into an industry, that has recent! y produced a 
surplus for export. Milk products are comprised mainly of fresh milk, 
recombined milk, and sweetened condensed milk. In 1983, there were 11 medium tu 
large scale factories producing various types of fresh milk, and 4 main 
factories manufacturing sweetened condensed milk. Total production capacity of 
the industrt in 1983, was 67,160 ton for fresh milk, and 297,810 ton for 
condensed milk. Capacity utilization of the industry, rn 1983, was about 86?~ 
for recombined milk, and ~er~ for condensed milk. Problems encountered by milk 
manufacturers include high cost of raw material (i.e. raw milk) due to the 

8/ Juangjai Ajanant, Export Promotion in Processed Foods and Textile Products, 
(A Draft Report, 1983), P. 3 

9/ Retearch Division, IFCT, Food Industry: Flour, Milk and Meat, 1984, P. 4-5. 
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shortage of locally produced milk, the low quality of products due mainly to the 
use of alternative raw materials other than raw milk, an~ the relatively low 
level of demand for milk arid milk products, especially the domestic demand. The 
future growth of milk industry would thus require a more efficient method of 
produciny raw milk, which will help lower the cost of Milk production, and 
measures tu encourage the further expansion of the market for milk, both 
domestic and foreign. 

Given such potentials the further growth of the processed food 
industry requires more technical assistance to provide (i) access to 
sophisticated technology and marketing exp~rtise; (ii) improvement of 
storage,transportation, packaging, product promotion and quality control. At 
present, the main constraint on the Thai processed food trade, especially the 
international trad~, is the strict requirements regarding sanitation and 
laLellirJ. The export procedures, required by the Thai Government, is also 
criticized for being too complicated and too costly. 

LEATHER INDUSTRIES 

Thailand's leather industry has emerged from one producing enough to 
meet local demand into a large export earning industry in a short period less 
than a decade. Leather industry does not only create value-added to the local 
raw materials but also increases employment. The value added of leather 
products in real terms has increased from 232 million baht in 1970 to 293 
million baht in 1979 and to 449 million baht in 1984. The industry absorb~d 
15,000 workers in 1984. Its share of manufactured exports increases from l.5% 
in 1970 to 3.2% in 1984. Income from raw hides, skins and leather produ2ts 
increases from 249.4 million Baht in 1976 to 2,000 million Baht in 1984. It was 
estimated that, in 1984, 80% of leather products is exported, with the export 
value of 1,497 million Baht. 

The major raw materials for leather ~roducts are raw hides and skins 
of which 90% is loc;:illy produced. l\nother HJ'.': i~; imported high quality hides 
and skins. In 1980 there were 120 tanneries which are labor intensive with the 
capacity of 48,000 tons per year for raw hides and skins and of 15,000 tons per 
year for leather. The tanneries turn out a variety of animal and reptile 
leathers i.e., cow, buffalo, sheer-, goat, snake and crocodile skin. The most 
popular ar~ cow and buffalo skin, which account for 90% of total skin produced. 

Leather products cover a wide range of items from small items such as 
belts, wallets, watch straps to bigger ones Jike bags, shoes, gloves etc. 
Thailend has about 230 manufacturer~of leather products. Of these, 16 have 
received investment promotion in 1980. The Government restructured certain 
tax policies to promote leather industry. ror example, to alleviate the problem 
of scarce raw hides and skins, the import duties was reduced to only 3% in 
1980 •. Machineries used in this industry had tax exemption. Moreover, the 
Government also directed sale promotional efforts at overseas markets. 
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Processing in le<ither products industrv is complicated. There are 3 
main steps: beamhouse operations, tannage and after tannage. In the first step 
raw hides are sorted and trimmed, soaring rehydrated, unhairing batheJ and 
deliming batted. There are 2 types of tannage in the second process: using 
chrome chemical which is applied for light leather such as hand bag, cushion 
cover; and using tanning chemical which is applied fo< heavy leather such as 
belts, shoes. In the last steps raw hides are neutr3lized, dyed or bleached, 
vacu11m dried, staked, buffed, glazed and ironed or rolled. Skilled l3bors are 
needed in this industry. Assistance in corresponding training activities could 
be highly beneficial. 

Exports of leather products include such items as shoes, h8ndbass, and 
small items nameiy belts and watch straps. On the average leather products 
export rose markedly. Export of leather shoes have had an increasing trend in 
recent years. In 1981, Thailand exported 2.46 million pairs of shoes which was 
wortr 365 million baht. Jn 1983 it was expanded by 44.6% in volume and 21.2% in 
value. _!QI The present main 1T1arket is the Middle East. Attempts to expand to 
Europe and America are now being made. 

The export of ladies' handbags has increased rapidly since 1981. Its 
growth rate was 65.5% in 1982 and 40.5% in 19G3. In 1984, its export value 
stoor; at llO miliion baht, while its import value was 0.86 million baht. 
Important markets include West Germany, Saudi Arabia, Hong Kong, Australia and 
Singarore. 

The export demand for genuine leather tr6velling bags falls remarkedly 
in recent years. Al though its export value grew by 226.8?0 in 1982, it receded 
by 68.3l?o in 198~. In l'Jfl4, its exports of the items, however, is still 
relatively low, its export value was amounter! to about l million baht. 

The export of genuine leather belts has been increasing steadily. Its 
export value edged up 3% growth rate in 1982 and shot up further to 35. 35~o 
growth rate in }Q83. By 1984, its export value reacr1ed 21 million baht. 
Important markets nre Singapore, Hongkong and Saudi Arabia. 

Unstable export is the case of watch straps. The export value in 1983 
d~clined slightly by 2.0% but rebounded by 38.7% in 1983. Ils export value 
reach~d 3 million baht in 1984. Important markets are Nigeria, Singapore and 
Hongkong •. 

Imported raw hides, skins and leather has a decreasing trend due to 
the high price and adequate domestic supply. However, Thailand still imports 
high quality skins. In 1984, 87 million haht of high quality raw hides and 
skins were imported while the total export value of various types of raw hides 
and skins was 728 million baht. 

In lehther industry, important area for technical assistance should 
start' from the processing which depends highly on the quality of hides and 
skins. The level of manpower skil l<i and techniques used also need assist:mce 
which would generate a high rate of return in terms of adrlitional foreign 
exchange earnings due to higher quality of products and international standard 
design. 

10/ Export Service Center, Ministry of Commerce. 
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01emical, petrochemical industries 

Until recently, the chemical industry had not been systematically 
developed. Its structure is oriented towards the production of consumer 
products for domestic tise with only a few as intermediate products being 
produced. It relies heavily on imported raw materials (i.e. chemicals). 
'Ihe import value of chemicals stcxx:l at 14,979 million Baht in 1978, and 
31, 681 million Eaht in 1984. while their export 11alue ranged between 444 to 
2,187 million Baht during the same period.l/ The existing capacity is 
also underutilized. In light of natural gas discovery in the Gulf of 
1hailand, a comprehensive plan to establish the petrochemical complex, to 
be lcx:ated in the Eastern Seaboard area, has beeri designed and 
implemented. The complex is to include an olefins plant to process ethane 
and propane into ethylene ~1Cl propylene. These in turn will supply the 
required inputs for a number of chemical plants. 

01er the past 2 decades, the contrib..ition of chemical and 
petrochemical products to the MVA has been stable, with the shar;e 
increases from 6.34 percent in 1970 to 7.22 percent in 1979, and to 8.65 
in 1984. Oiemical and petrochemical production in Thailand are mainly the 
inputs for ·the fertiliz<o!r, plastic and detergent industries. 

Thou<j.l, there have been attempts made by the public sector to set 
up fertilizer plants in the past, most of them failed completely. To meet 
the domestic demand of fertilizer, private fertilizer mixing plants were 
encouraged in 1975 and remain the country's major suppliers of fertilizers 
today. 

With the discovery of natural gas in the Gulf of Thailand, high 
hopes were raised as to the feasibility of setting up a chemical 
fertilizer complex in 'Ihailand~ From the studies conducted by 
International Fertilizer Development Center in cooperaticn \vith the IBRD, 
the need for a chemical fertilizer complex to cater to d2111and from the 
agricultural sector is emphasized with the expected avail iliili ty of raw 
materials when the natural gas separation plant goes into operation in the 
near future. The supply of methane from the gas separation plant-. is 
assured at an average daily rate of 50-60 million SCF during the first 
phase of the project the investor will be able to meet 75 percent of the 
local demand for some typ::?s of fertilizers like MAP and DAP whose 
production capacity is 1,300 tons per day, and totally replace imported 
straight fertilizers especially the nitrogeneous ones.!:_/ 

Among major polymer plastic five varieties can be singled out as 
being t:1e most commonly used in· Thailand: Low-density poly ethylene 
(LOPE), high density poly ethylene (HDPE), poly propylene (PP), 
i::olystyrene (PS) and poly vinyl chloride (PVC). At present, since 
supplies of these downstream petrochemical products are unable to fulfill 

l/ OCfI', Monthly Economic Re(X)rt,. ,June 1985, pp. 40-41 

!_I i3angkok Bank Monthly Review, Chemical Fertilizer Complex: 
Derivatives of Natural Gas, vol. 23, No. 6, p. 237. 
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domestic demand, im(:X)rts have to continue. The im(:X)rts increased from 
2,265.4 million Baht in 1982 to 2,873.3 milli0n Baht in 1983.3/ 

Most plastics factories in 1l1ailand are small scale, labor 
intensive enterprises. 'Ihe total production capacity is about 250, 000-
300, 000 metric tons a year. An Up.-'ard trend for ex(:X)rted plastic product 
was observed during 1981-1983. There was an increase from 723.54 m~llion 
Baht in 1982 to 938 million Baht in 1983.4/ 

The petrochemical irxlustry seems to have a pros:;:ierous future in 
the 1980's. There will be major natural gas-based developnent in l:xJth 
upstream and downstream acti~ities linked tohis industry. Based on the 
increasing supply of natural gas, 1/4 of the supply of the locally 
proouced natural gas will be made availat le for use as feedstock for the 
gas separation plant and petrochemical i.lldustry. 

'Ihe current plan to develop the petrochemical industry includes 
the construction of two gas separation plants each with a capacity of 350 
million cu.ft. per day and the construction of an ethane/propane cracking 
plant to provide feeds tocks fo~.- the upstream petrochemical industries 
which includes the construction of a 300,000 ton ethylene plant. 
'Therefore, the proouction of final prooucts of ethylene especially for 
ex(:X)rt is expected to increase more than the nornal trend to absorb the 
extra ethylene output. Consequently, during the 1980's there will be 
substantial investments in the petrochemical industry bo\.h by the 
government and the private sector. 

'Ihe subsectors such as plastic fabrication which are more labor­
intensive will also be promoted as ex(:X)rt oriented industries dut to 
1hailand's comparative advantages. 

Technical assistan~e by providing crlvice both on the economic and 
physical feasibility of setting up the domestic proouction of 
petrochemicals such as PJlypropyl~ne could be very useful. The capital 
outlay required for an economically feasible project is very high and has 
a large foreign exchange comPJnent. International assistance could 
contrib1te to providing expertise which can advise the 1hai p.lblic and 
private sector on the establishment and management of joint ventures in 
the chemical and-petrochemical branches, staff training for -the 
participating agencies and the equipment for workshops and laboratories. 

Advice on how to: (a) increase the industrial efficiency and to 
maximize the capacity, (b) apply rrodern techniques and rrodern equiµnent to 
improve present th2 proouction process and (c) create more backward and 
forward linkage industries should be provided by the technical assistance. 
Computer aid and a technological transfer program for the employees and 
technicians would be highly beneficial. 

3/ _Krung thai Bank, Situation of Important Industries, p. 311 

4/ ExPJrt Service center, Ministry of Conunerce 
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i~ocd-based industry, pulp and t:><lper 

- ,~ 

Wood-based industry, has long teen in existence in Thailand. 'Ihe 
industry is based on domestic inputs, which is no\'.' affected by 
<iwindling forestry r.esourc~s Wood processing includes ve11eer, plywood, 
nard ooard or fiber ooat'i. particle board, furniture, carved wood work and 
wooden household articlf,_;. In 1984, the manufa~turing value crlded was 
76. 9 billion Baht. We vj ~ paper prooucts together accounted for 3. 3 
percent of the MVA. This industry is highly labor intensive. 

Wood-based industries were promoted ir. the early 1960s ooth for 
domestic sales as well as for exports. 'Ihe ~romotion was suspended in 
1971 following the r<X)uest of the Forestry Organization due to the 
shortage of logs. 

'Ihe plywood and veneer industry is alrrost wholly owned by Thai 
nationals with foreigners having about 4 percent share of ownership in 
1982. 'Ihe proouction of veneer, plywood, hard ooard and particle ooard 
m3.ke use of local wocrls. The process is simple, with no attempt to 
mcrlernize the existing facilities due to the present state of low 
profitability. 

The major cost components of wood-based industry are raw 
materials and labor cost. In 1982, raw material cost in plywood and in 
veneer industries were 69.6 percent and 77 .6 percent, respectively. 
Whereas the labor cost was 17.6 p;!rcent in the former and 9.6 percent in 
the latter.I/ The low level of capacity utilization in plywcxxl and veneer 
industry indicates a high degree of inefficiency in the industry. 

Plywocd is produced largely for local consumption. However, the 
hard ooard plywood is also exported. A large proportion of teak veneer 
is exported due to its special quality. Veneer's export increases from 
110.6 million Baht in 1975 to 289.7 million Baht in 1979 and to 524.9 
million Baht in 1984 while plywood's export decreases from 37.5 million 
Baht in 1975 to 7.1 mill.ion Baht in 1979,2/ and finally to only 1.5 
million Baht in 1984. -

In the past, imports of plywocd and veneer used to be negligible. 
While import of plywocrl has continued to be negligible, import of veneer 
has grown and is now about one-third of domestic proouccion. Between 1976 
to 1984, its import value increased from 4.2 million Baht to 5.0 million 
Baht.3/ 

In terms of potential for veneer, Thailand can compete 
internationally. Plywood manufacturing should also be competitive if raw 
materials can be obtained 3Uch that capacity can be fully utilized. Lack 

l/ Ibid, Vol. II. p.8 

2/ Ibid, p.13 

l_/ Ibid, p.13 
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of effective control on forestry exploitation has reduced raw materials 
for plywood and veneer and thus limiting their p::Jtentials. 

Wocxlen furniture includes products from teak wocxl, parawood, 
petrocarpus ~. dalber-gia wood and others. There exist 150 Thai wooden 
furniture factories rangi.;ig from small to medium sized prcxluction plants 
in 1982, · .. 1hich aim strictly at meeting the needs of local demands. The 
Board of Investment granted promotional privileges to the industry in 1972 
which was a watershed year for the export of wood furniture. The export 
jumps from 29.9 million Baht in 1973 to 130.6 million Baht in 1984 •. ~/ 
Exports of 'Ihai wooden furniture indicate a steady growth tendency in the 
years to-Come stimulated by the prohibition to exp::Jrt sawn timber ·since 
19 77. '!his has expedited exp::Jrts from the wooden furniture industry to a 
great extent. Major markets for 'Ihai wooden furniture include European 
countries, USA, Japan, Hong Kong and Singapore. These countries account 
for the import of 90 percent of the total value of 'Ihai wooden products 
exported to the total of about 60 countries. 

Thai wooden household articles has received trade privileges in 
the form of exemption from imp::Jrt duty. The woods used in making 
household articles include teak wood, rose wood, tubber wood and laminated 
solid wood which have been kiln dried so there is no problem of the wood 
.shrinking. 

The main markets for Thai wooden household articles are USA, 
Germany, England, Japan and the Netherlands. The export value has been 
increasing steadily. In 1981 exp::Jrt value of these items stood at 404.67 
million Baht, w!1ich increases to 501.6 million Baht in 1984.5/ 

The main problem in wood-based industry is the shortage of raw 
material. The-5°olution for-:this severe problem is imp::Jrting wcx:iCf"" from 
Burma, Indonesia and Malc.ysia .in forms of log, timber, wood chip and 
firewood. At present the imp::Jrted price tends to increase which causes 
the higher cost of wood prcxluction. Thailand's future in wocxl-based 
industries depend on the success of the country's reafforestation efforts. 
Given an appropriate resource base, 'Ihailand has already proven its 
international competitiveness in wood-based industries such as veneer and 
furniture. 

Technical assistance should locate in new technology to enhanCE! 

the efficiency of the industry and f•Jlly utilize the raw matetials and 
machines ' capacity. Production techniques for higher quality and 
international standard design are also required. Technical support for a 
reafforestation and skilled labor training programs can be very 
beneficial. 

·4/ Bangkok Bank Monthly Review, Vol. 20, No. 6, p.209 

5/ Export Service Center, A Guide to Thai Products 1985 
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The industry divides paper into 6 main categories, i.e. pulp, 
newsprint, writing paper, i<.raft paper, sanitary paper and others. 

Pulp includes short and long fibre from wo-..."xi and some economic 
crops such as rice, sugar-cane and jute. There were 5 producers with the 
capacity of 115,600 tons in 1984. Imp'.)rted pulp decreases from 92,152 
tons in 1982 to 68,641 tons in 1984 due to the increase in domestic 
production.6/ Since demand for pulp is a derived demand; it increases as 
the demand for paper rises. 

Thailand cannot produce newsprint. Therefore, all newsprints 
used are imp-Jrted from Norway:-5weden, New Zealand and Canada. In 1982, 
the import was 9R5 million Baht and the value increased to 1,003 million 
Baht in 1984. 

At present there are six mills involved in the production of 
writing paper. Of these, 2 are state-enterprises and the remaining 4 are 
private.------nieir production amounts to only 67 percent of total production 
capacity. According to the Bank of Thailand, output of writing paper 
totalled 72,100 tons in 1983 which ~~as equal ~o the growth rate of 6.5 
percent over 1982.7/ Production of high quality writing paper involves 
high costs of production, imp'.)rt is thus more favorable. However, the 
import decreased from 10,748 tons in 1981 to 8,986 tons in 1983. 'Ille 
exports are not on a large scale, as local production is not quite 
sufficient to meet domestic demand. Exports of writing paper rimounted to 
1,024 tons in 1981 and 432 tons in 1983._!!./ 

Out of 13 mills producing kraft paper, 7 are promoted by the 
Board of Investment. Their total production capacity is alx>ut 273,400 
tons per annum. 'Ille production of kraft paper has been expanding 
steadily, from 137,500 metric tons in 1978 to 217,980 metric tons in 
1983.9/ Imports of kraft paper at"e limited only to such v::rrieties which 
cannot be produced domestically, i.e. kraft paper weighjrig 400-440 grams 
per square meter. Imports have been gradually increasing from 3,056 
metric tons in 1980 to 4,739 metric tons in 1983.10/ 

Production of sanitary paper has been steadily increasing from 
18,000 metric tons in )_978 to 31,000 metric tones in 1983. There are 6 

6/ Krung 1hai Bank, Situation of Important Industries 1984, p.163 

7/ Bangkok Bank, Monthly Review, Vol. 25, No. 7, p.263 

_!!./ Ibid, p.263 

2_/ Ibid, p.264 

10/ Ibid 
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producers of which 3 are promoted by the Board of Investment. Their total 
production capacity is 38,050 :netric tons per annum. Sanitary paper is 
the largest exrorted item and accounts for ITKJre than half of the total 
paper exrorts. Its exrort volume rose from 3,190 metric tons in 1978 to 
3,804.l metric tons in 1982 but fell to 2,666.7 metric tons in 1983.11/ 
Imror+-.s of sanitary paper ure negligible and are limiteri to a certain 
va.::-iety which is not dniestically produced. 

Thailand's plilp and paper industr)i faces sP.veral problems 
originating from a shortage of raw materials for production of pul~, 
nsrng prcxluction cost, lack of moderO---B:JUipnent, limited capi t.11 
!nvestment: and low qliillty of paper prOdllction. Compare to international 
standards, the country's paper industry is small and prcxluction fluctuates 
from year to year. 

Pulp and paper industry can take advantage from technical 
assistance in the following areas: computer aided combination of fibre and 
paper residues to obtain 11.aximum output, comp~ter aided manufacturing, 
advanced machines and electronic devices to in~rease the operational 
efficiency and capacity of the manufacturers, higher education in chemical 
used to obtain high quality prcxluct and in-plant pathology so that 
substituted raw material can be invented, on-the-job training in the field 
of adva.'1C-U technoJogy roth to increase output and to orevent rollution, 
and recycling project. 

11/ Ibid 
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Textile Industry 

The Textile industry has contributed significa•1tly to Thailand's 
foreign exchange earnings. It has been catEXJorized as one of the 
principal exports of 1hailand. In 1973, the textile exports constituted 
2.1 percent of the total export value. The number rose to 8.1 percent in 
1979, and to 11.U percent in 1984.l/ The export value of textile products 
reached 6, 866 m:Ulion Baht in 1978-and 19, 155 1~illion Baht in 1984. 2/ The 
contribution of the textile. irrlustry _i_n the manufacturing sector has been 
suhstantial. It acccw1ted for 14.0, 22.0 and 25.0 percent of 
m:-·nufdcturing nlue added (MVA) in 1970, 1979 and 1984,3/ respectively. 
TeY+:ile products in this p-::iper include those of synthetic- fibre, fabrics 
(cotton, man-made, and knitted), and wearing apparel (or garments). 

In the 1960s and early 1970s, the textile irrlustry in 1hailand 
was encouraged as one import suhstitution activity. Since then, it has 
expanded suhstantially, ooth in terms of the number of factories and 
production capa~ity. At present, the average capacity utilization of 
medium to large scale textile factories is 85 to 100 percent, and 70-80 
percent for small scale fa,:tories.4/ In 1981, a total of 1,000 factories 
of 
various sizes were producing textile products,5/ and 1,569,862 spindles, 
64,352 lCX)lllS, and 39,792 knitting machines were installed for cloth 
p~oduction.6/ The number and production capacity of the textile irrlustry 
were prohibited from expanding during the period of 1978 to 1983. The 
regulation was re:laxed in 1983 to per-:-. .i. t the establishment and expansion 
of some t~s of textile factories,7/ as a policy measure to encourage 
more exports of textile products. 1he textile irrlustry is one of the few 
industries that grew through the reriod of import suhstitution and 
developed into an important exp:irt industry by thE late 1970s. 

The trade in textile prcducts shows mixed characteristics. The 
Expxt value of wearing ~pparel has been high since 1975, while their 

1/ 

2/ 

]_! 

4/ 

BOT, Monthly Economic Report, various issues. 

BOT, Monthly Economic Report, June 1985 

NESDB, National Income of Thailand, 19P5 

ear, Summary of Business and Irrlu.strial Situation, 
1984, pp. 52-54. 

5/ oor, Summary of business and Industrial Situation, 
1981, pp. 383-384 

6/ Ibid. 

]_/ Which included activities such ::is synthetic fibre. 
spinning, weav~ng, bleaching and finishing, and garments. 
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import value remained very low. From 1975 to 1984, garment export value 
increased 12 times, from 1,039 to 12,283 million Baht.8/ Tilai wearing 
apparel production covers a wide range of garments --- from designed 
outfits to mass produced garments such as jeans, shirts, and socks. Al:out 
73 percent of the garnent export went to developed countrie~, of which the 
export value to the U.S.A. constituted 75 percent, and 7 percent went to 
Japan. As for the trade of fabric, and cotton fabrics, they have retained 
their stable trade pattern, with tne" expxt value about 3 to 5 times 
higher than their import value. However, their export val;.ie has increased 
llion Baht in 19752/ to 1,935 million Baht in 1983. 
Imported cotton fabrics 'usually consist types of cotton materi~ls 
different from thos exported by Thailand. On the other hand, the exrxrt 
of man-made fabrics, has just managed to surpass their in1port value .since 
1976. Tile export of this particular group of fabrics still has to compete 
heavily on the ~rld market. During the period between 1976 to 1981, its 
export value range..t from 900 to 3,000 million Baht, while 500 to 2,000 
r.iillion Baht of import value was recorded.10/ Between 1971-1979, the 
major part, al:x:>ut 53 percent, cf the man-mcrle fabrics total was exported 
to developing countries, of which 31 percent went to ASEAN and Indochinese 
count::-ies, while al:x:>ut 42 percent of the total proctucts • . .,ent to OECD.L)../ 
Trade of knitted fabrics has always been characterized by a much higher 
value in imports than in exports. For instance, between 1976 and 1981, 
the export values ranged from 0 .18 million B2bt to 9 million Baht while 
the range .of import values was 180 to 300 million Baht.12/ 

While the textile industry's development, during the 1970s, has 
acquired the capacity to generate significant export surpluses, imports of 
synthetic yarn and thread and knitted fabrics remained significant in the 
early 1980s. Import substitution possibilities thus exist for these 
activitities. As for the expoLt side, export levels have actually been 
restricted by non-tariff barriers to trcrle imposed by leadiny importing 
countries. Thai)_and negotiated bilateral agreements for the export of 
textiles with the EEC, the USA, Sweden, and Finland within the context of 
the Multifibre Arrangement which has ~n exte~ded for the third time (MFA 
III). up to July 1986. Several (Xlints in the agreement pJt thailand in the 
position where its future export quota can be further cut. At present, 
Thailand exports most textile products at an amount less than its 
allocated quotas. However, the possible adoption of the Jenkins Bill in 
the early 1985, will substantially reduce the exp:Jrt to the US market. 

8/ 

9/ 

10/ 

Swrunaty of Business and Industrial Situation, op. ~it., 
p. 65 

Juanjai Ajanant, Export Promotion in Process FoXls aDd 
Textiles Products (A Draft Re(X)rt-, IMC, 1983),-p: 15-

Ibid. 

l-l.I Ibid., p. 17 

_!l/ Ibid., p. 15 
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Despite a [X)SSible revision of the Bill, which would p..lt Thailan0 in a 
better [X)sition, the course of textile EX[X)rt from 'Ihailand to USA will be 
greatly disrupted. 'Ihis is due to the fact that the USA is the major 
im[X)rter of Thai textile products. It is estimated that the passing of 
the Bill would cut back Thai textile exr:orts to the US market by 6S 
percent which is equivalent to a cut of over 20 percent in Thailand's 
total textile ex[X)rts or a 2.3 percent cut in total merchandise ex[X)rts, 
which could mean a [X)Ssible lay-off of a huge number of Thai workers in 
the industry. The situation also confirms the need for 'l'hailand to work 
harder on greater market diversification for Thai textile products. 

Other problems confronting the textile industry involve [X)licy 
measures on the part of the Thai government. 'Ihese include (i) the 
protective structure which is still biased against some textile items, 
(ii) the unsatisfactory pe~formance of t2xtile ex[X)rters due to tbe la~k 
of adequate financing, and a shortage of qualified personnel in ex[X)rt 
marketing areas, (iii) the inappropriateness of the tax rebate system, 
(iv) the still time-consuming and costly ex[X)rt procedure, and (v) 
inadequate ex[X)rt credit facility extended to the t'2xtile industry, 13/ 
especially ~ith respect to indirect exporters. ~ 

Apart from revisions of government measures and some 
institutional rearrangements, further growth of textile industry for 
ex[X)rts may also require assistance that will helr- improve the 
diversification of l:x:ith market and product lines includi!'lg- prerluetqualily 
and sty le. Cotton fabrics:- for example, are quite [X)pul.ar for summer 
dress and household furniture. The improvement of colors ;:md patterns, 
probably by sulx:ontracting fabric design, would help toostsales. The 
prcxiuction of knitted fabrics should be encouraged further to cut down on 
their im[X)rtation and reduce their average cost~. Sub-contracting the 
production of well-known brands of knitted apparel is a prospect. 
Thailand h~ produced and marketed shirts a1x:J. pants under various 
designers' brands. Other brands and other lines of garments such as 
socks, underwear, and brassiers, should this be sub-contracted without 
much difficulty. 

Technical assistance geared to improving further developnent of 
textile ~ndustry should inclcde: 

A. in depth studies on (i) an a::lequate restructuring for this 
sector; (ii) the short and long-term prospects of an ex[X)rt strategy aimed 
at market and product line diversification and (iii) the [X)tentiality of 
other textile industries in which 'lhailand has comparative crlvantage, such 
as the silk .industry. 

B. 'lhe strengthening of training and information disseminating 
capacities of existing institutions, and the supports for the existing and 

12_/ Ex!X'rt Promotion in Processed Focx:is and Textiles Products, 
op. cit., pp. 19-42 
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the newly established institutions. At present, there are Industrial 
Service Centre (ISC) at the Ministry of Industry, and Export Service 
Centre (ESC) at the Ministry of 0)mmerce which run training and 
information dissem1nation activities concerning the textile industry. 'Ihe 
establishment of the Textile Intelligence Unit (TIU) has been prepared. 
It will need strong external technical supports. Possible major fields 
for future training efforts are in (a) synthetic fibre, (b) silk, (c) 
knitted fabric, (d) colouring and design, and (e) export marketing. 

~ 
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