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PART I -IRECOMMENDATIONS, SUMMARY, ISSUES AND FINDINGS
 

A. Recommenaations
 

It is recommennec that a grant of $4.0 million and a loan
 
of $2.1 million be authorized for this Project. Loan terms are
 
to be 40 years including 10 years grace, 2% during grace and 3%
 
thereafter.
 

B. Summary Description 

This four year Project is designed to improve the general

business climate for the private sector and accelerate the 
growth of private enterprise in priority development sectors 
emphasized in Thailand's Fifth National Economic and Social
 
Development Plan (1982-1986). It will encourage the start-up

and growth of firms which are export-oriented, natural 
resource-based and labor inteAslve, particularly in the 
currently unindustrialized (non-central) regions of Thailand.
 
Facilitating industries of this nature should contribute to 
Thailand's major oojectives to reduce trade deficits and 
unemployment while accelerating growth outside of Bangkok.
 

The Project will aid in meeting the above objectives by:
(1) a selective marketing program to identify business
 
opportunilties consistent with Fifth Plan objectives and to
 
attract appropriate private enterprise participation in these
 
opportunities; (2) establishment of means for effective policy
analysis by the private sector to analyze important issuejs and 
recommend appropriate policies to the RTG, (3) establishment of
 
linkages between private sector associations in priority
dovelopment sectors in Thailand with counterpart organizations

ir the U.S. to encourage mutual cooperation, transfer of 
technology, and future business relations; (4) providing a 
special credit support program to enable small/medium-sized

firms in priority ventures to access capital markets; and (5)
provision of technical assistance to support small/

medium-sized firms to expand in priority development sectors.
 

C. Issues 

The PID approval cable (Annex I) and/or other AID/W

communications recommended that Project objectives be sharpened
and priorities be established for activities, that lessons
 
learned from other countries be considered, that design efforts
 
be coordinated with TDP, OPIC and PRE, that the Pro3ect be
 
simplified to the extent possible, that Project constraints be 
better defined, and that constraints to investing outside of 
Bangkok be analyzed. Annex I discusses the ways the Project 
addresses th-.ie issues.
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D. Summary Findings 

The analyses prepared for this Project indicate it is 
technnically sound and should facilitate the achievement of the 
Royal Thai Government's Fifth Development Plan objectives, 
especially its structural adjustment targets. Direct economic 
impacts are (ifficult to estimate, but Project components have 
been chosen to have maximum impact at reasonable cost. 
Benefits should accrue primarily to smaller entrepreneurs, 
farmers and laborers and the Project should help facilitate 

---- dispersa--of economic--bene fits-t-o-reg ions-- ou ts i dethe-Bangkok---- ------­
area. The Project meets all applicable statutory criteria as 
shown in the Statutory Checklist in Annex VI. 
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PART II DEYAILED PROJECT BACKGROUND AND DESCRIPTION
 

A. Background
 

1. Economic Growth and Structural Problems
 

Pow.red by a vigorous private sector, Thailand's
 
economic growth over the past two decades has been impressive,
 
ana real GDP expansion has averaged 7-8 percent per year (4.5
 
percent per capita) . Industrial growth has been particularly
Ta! T- th-ma nu factu ring -value-a dde dA,ncre as .ngT-f rom--l-3- y-i 

percent of GDP in 1960 to more than 20 percent in 1979, about a
 
10 percent pr annum growth rate, The growth rate in 
agriculture nas been less than 5%, but because the agricultural 
oase is larg.3 (about 26 percent of GDP in 1979) its
 
contribution to the total economy has been very substantial. 
In absolute terms, an agriculture that was 50% of the economy 
in 1950 had %expanded over three times by 1980.
 

However, Thailand's economic growth has not been
 
without problems. The growth of industry and rapidly growing

labor force (3 percent annual growth rate) has concentrated
 
most new employment in tne industrial sector centered around
 
Bangkok and the central plain's region, and has contributed to
 
a high unemployment rate in rural areas. This has worsened 
rural/urban and regional income disparities, caused large
 
rural-urban migration flows, increased population pressures on
 
urban services, and intensified pollution problems.
 

Until the mid 1970s most of Thailand's industrial
 
growth was directed at import substitution. Export growth has
 
not kept pace with the rapid increases in import costs for
 
cruce oil/petroleum products and capital goods. The Thai
 
Government's resistance to letting petroleum prices rise
 
exacerbated the problem. This has caused severe balance of
 
payments prolems leading to a devaluation of the baht in
 
1981. The rate of inflation increased rapidly during the
 
1970's until it reached a ?eak of almost 20 percent in 1980.
 
Thailand's external debt also increased markedly. The public

sector's foreign external debt almost doubled between 1979-1980
 
to US$4,542 million, altnougn the public debt service still
 
claimF. only 6.8 percent of export earnings.
 

The Government has strongly responded to the above
 
problems. It has sharply increased the consumer prices of 
petroleum products, electricity and other utilities, increased 
x any tax rat-2s, ana lifted ceilings on interest rates. In 1980 
?ri~ct controls were liftea on 29 of 36 categories of goods and 
import duties were reduced for many other goods. These
 
measures nave apparently had at least a temporarily favorable
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rect as botii t.ie balanice of payments situation and inflation 
rate improved in late 1981. However, it should be noted that 
there are still several chronic problems in the Thai business 
environment that need to be addressed. These include problems 
i lt~~d ro taxation, price controls, uncertainty due to poorly 
detined regulations/laws related to business, and the general
 
problems of dulay and vacillation that are prevalent in many
 
RTG agencies. Tnese problem areas are described more fully in
 
Annex III and IV-1. Moreover, the Royal Thai Government (RTG)
 
realizes that the Thai economy's structural problems over the
--l0onger-,term- w-1 require--:even Lgre ater -:e-ffort-on-the:par=t--Of : 

Thailand's puolic and private sectors and has accordingly
 
embarked on a major program to cope with trade imbalances and
 
the need to dsperse economic activities and increase 
employment opportunities outside of the Bangkok area. The 
Fiftn Economic and Social Development Plan (1982-1986) places
 
particular emphasis on structural adjustment and improving
 
economic efficiencies.
 

The role of the private sector in future development
efforts will be especially crucial. The RTG has given a clear 
mandate to the private sector to expand its participation as a 
direct agent of change in the Fifth Development Plan and to 
participate alrectly with the public sector on planning and
 
policy decisions. The RTG knows that vigorous private sector
 
growth in devulopment sectors will be necessary to provide
 
jobs, mobilize required capital, provide management skills and
 
technology, and supplement the efforts of the increasingly
 
overourdened Thai public sector development agencies.
 

2. The .ITG'tj Structural Adjustment Program
 

A major objective of the Fifth Development Plan is to
 
better balance the country's future economic development so
 
tnat import dependence will decline, exports will rise,
 
employment rates will be higher and economic activities will be
 
aistributeu to areas outside of Bangkok and the central
 
region. Figure IIAI indicates some of the Plan targets in this
 
re!gard. To quote from tne Plan, this will involve,
 
"Restructuring the manufacturing industry towards export
 
industries by speeding up the transformation of primary
 
processing industries into finished product export industries.
 
Meanwnile, th! government will develop a basic industrial
 
complex on t± Eastern Seaboard, particularly industries
 
coninocted wit i natural gas, sponge iron industry, chemical
 
fertilizer, soda ash, potash and petrochemical industries.
 
Furthermore, the government will encourage the dispersion of
 
manufacturing activities to outlying regions in order to
 
inrease rural employment and the use of local raw materials.
 
The government will also promote conservation of energy in the
 



in4anufacturin, production process and encourage loQcal and
foreign privaite investment. Price control measures will be

avoided unle' s the structure of industry is monopolistic.

Finally tax Cates, the structure of investment promotion

privileges, tn- industrial export promotion measures will be
 
improved."
 

The RTG is very interestea in having AID assist with
this effort. Indeed, during October, 1981, when Prime Minister 
Prem visitea tne U.S. ne requested we seek ways to involvemore

mea'd I dyamicp --s- dvlpet


The Prime Minister particularly stressed the importance of
 
attracting foreign cooperative business ventures to provide

Thailand wit i needed capital, technical assistance and
marketing as,;istance to meet its ambitious development
targets. Si-ice that time Thailand was included in the list of 
ten priority countries for assistance by AID's Private 
Enterprise Bureau (PRE), and a PRE reconnaissanco team led by

AA/PRE Elise Dupont visited the country in February, 1982.
Mucn ot the ;asis for an AID private sector program in Thailand
and the USAID/PRE roles in such a program was developed during
the visit of the reconnaissance team and concurrent visit by

project desitjn AID consultants.
 

b. De taile" Description 

1. Pro3act Approach 

One of the major findings of the PRE reconnaissance
team was that while RTG policies to overcome the structural
problems oiscu ,sea above are generally sound, the
impleme.itation of thoese policies will be difficult without some 
ass is tance: "There is no need for drastic measures or changes
o. direction. The U.S. should refrain from implying that thereis; but somi developments can be encouraged, current and 
emerging weaknesses corrected, and potential problems avertedby judicious action." This Project's approach has 
been to

analyze the potential and existing problem areas, determine
oxistinu mechanisms that are dealing with them, and focus theProject on tne nost serious gaps that AID has a particular
expetrtise in overcoming in the overall program to facilitate 
Thailand's structural adjustment. 

Figire i.I.1 summarizes the major structural 
A;dustment p'oolam areas, what the general approach of the
!"TG's Fifth "'ian is to address the problems, and how the

Project pl; to fdcilitate tne Government's efforts. AID'
maof vftort; in tnin four year Project will be to
oprationallze sGveral key priorities in the Plan. The Project
will (1)heil, untity an.a analyze investment and other 
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businest3 opportunities that are consistent with the RTG's
 
ob3ectives to have a labor intensive, export oriented,

decentralized industrial base that is not dependent on 
import

of raw materials; (2) provide assistance to develop and carry
out promotion campaigns to Attract both local and foreign


a +	 businesses (particularly U.S.) to participate in developing the
identified opportunities; (3)provide technical assistance and* + 	 partial funding to establish a policy analyses and planning

capability for the private sector 
to carry out planning and
 
policy analysis of key public/private sector issues; (4)

prvide ass iE+tan 	 topiinkages
between+.he -private--­

* 
 sectors in the U.S. and Thailand to facilitate the transfer of
techniral anc: management expertise; and (5) to facilitate the
 
involvement of small/medium-sized, new/expanded business
 
ventures tarc,+etted on priority development concerns through

provision of credit assistance and technical assistance.
 

Ther;e objectives are consistent with AID's policy to
 
encourage private sector participation in development and they
mee' the strongly expressed desire of the RTG to increase

private invef tment in Thailand's productive sector as a means
 
of supplementing the Government's development efforts,

relieving public sector financing requirements and reducing

trade 
imbalances, and encouraging a modern production base for
 
the country.
 

The Project approach will also have a direct impact on

the implementation of the rest of 
the AID program in Thailand
 

* since it wil*, focus promotional and policy development

attention or, the Agroindustry area and strengthen efforts to*decentralize economic opportunities. Private sector 
part.icipatior is essential to provide market linkages for
increased agricultural production and meeting the capital andtechnology n eds of a modernizing agricultural sector. As such
this Project clearly supports the AID strategy in Thailand by
helping facilitate rural development generally. Moreover,
during Project design special efforts were made to determine
 
potential investment opportunities that would provide an
 
increased market demand for crops widely grown by small
 
farmers. This emphasis is directly related to several of AID's
 
pro3ects in Thailand (eg. NERAD, Lam Nam Oon, N.E. Small Scale
Irrigation, Land Settlements). Efforts during Project designalso focused on uncovering opportunities in the seed industry
and this is consistent with the project approach under SeedsI1. Opportunities in these key areas will be among 	the first
 
,beneficiarie,i of the business promotion program that will be

finarced under the Project because of the opportunity profiles

and marketing surveys that have been carried out during Project* design. (See Annex IV for resuilts of surveys.) In addition,

* 	 Project staff will be 
tasked to seek out opportunities to
 

http:between+.he
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effectively Lnvolve the private sector in AID's entire project
 
porttolio whenever such involvement can nelp overcome 
constraints L.n the program or more effectively meet individual
 
project objeotiveG,. Several such opportunities have already
hp,-r ripcvef~e6 rr the Lain Nam Oon and NESSI Projecte and 
there are c1.~ar indications that a private sector emphasis is
 
very timely for the AID project portfolio in Thailand. 

2. Relation to Past AID Efforts
 

Cominrg at an important turning point in the 
evto fThai pol cie toater otepia 

sector, the activities envisaged under this Project represent a 
reentry of the U.S. assistance program in Thailand into an area 
where it alr2ady played a significant role at earlier stages of 
the country's economic development. As early as 1959, AID 
fielded a high-level private investment team that visited 
Thailand an6 presented a report that included policy and 
project recom-mendations foig both the RTG and the U4.S. 
assistance program. The report described basic attitudes and
 
roles that are strikingly similar to the situation today, 
although the intervening years have seen substantial growth in
 
the country's economy and institutional base.
 

The first program of activities designed to help
 
promote the Thai private sector also combined 
institution-build).ng, policy formulation and direct promotion
of U.S. and Thai investments in specific product areas. But 
coming at a much earlier stage in the development of 
infrastructure and of the complexity of the structure of 
manufacturing, these activities assioted with the actual 
initiation of several basic government services and the 
creation of some private sector capabilities. For example, the 
institution-building activities included provision of 
industrial policy advisors to NESDB, technical assistance to 
the BOI, technical and loan assistance to launch the IFCT, and 
feasibility surveys. By the 1970's the focus of the AID 
program shif ted, and the private enterprise division and its 
activities i.ere phased out. 

The key conclusion of the 1959 team, and of many 
subsequent .olicy analysts concerned with Thai development was 
that the private Sector shows a high degree of dynamism in 
Thailand; i - a major engine of growth and capital formatiuni 
and should [e encouraged by government, rather than hampered by 
excessive irterventions or over-regulation. Over the years the 
record of 9 owth has justified the basic attitudes found 
earlier, an( justifies the present confidence that successfully 
addressing the contraints and problems facing a more mature 
private sector in the-economic environment of the 1980s, can 

http:institution-build).ng
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+:+ ce thelp tnat the private yinte jteer o or engeO410n9 with fwl£4 head of steamn, K 
3. Relation to Othor Irem n 

P1*. has agreed to provide assistance to address
 
related e Specifically PRtE Will focus on()
projle areae. 
clarifying the management constraints within the private sector
and helping develop a private sector management improvement
Project, (2) eveopn asenior seminar program for Thai 
- vseoping a program in the U.S. with an-appropriate the 
institution for senior policy makers 
to introduce them to.
U.S. privateierprase models (4) investigating a program

aimed at a36iting Thai 
 banks better package private investment
projects in k.y development areas. Close iison is planned
bt4eon the USAID mission and PRE on the above areas as wl as
this Project. oe n h* 

Asia Bureau is also developing a project to pronideAsi. countr s. with technical assistance to facilitate private
sector development. The USA Mission and Asia Bureau have
been discueing ways to have the 

K 
regional project complement


the proposed bi lateral project, and have agreed that provision
of a technical specialist in the Agribusiness area to work with
the Mission would best complement the pomotional emphasis ofthe b"lateri d Project and the rest of USAIO's project portfolio. 

Ot+er UG agencies that are expected to participate in
activities related to the Project include the Trade Development
Program (TDP) and Overseas Private Investment Corporation


W.flC). Discussions between the USAID Mission and T 
P
representative in~ Hong Kong have provided a base for future
 
cooperation through USAID providing information on possible
U.S~. investnonts to TOP and TOP helping finance feasibility
'ntudies for 1Lnterested investors where such investments could

result in iacreased U.S. exports. OPoC is expected to assist
infetting up investment missions to Thailand similar to the
m'ission achodulod for July, 1982 in con junction with theProjlect's Priomotional program. The FY 1982 OPIC investmenth~llaton was requouted by the RNO to quickly respond to the
Prime tMinistprIG visit to the U.S. and PRE reconnaissance team
* visit botaro Project activities commence. The results of thisinitial mission will help determine where additional

opportunitie, may be explored under the Project and what are
t.10 most aorioua constraints perceived by potential U.S.

* investors, 



The ASEAN Chamber of Commerce and Industry has also
been active tn promoting business relations between ASEAN
countrles ari the 
Z .S. A)EAN CCI 
 s currently sponsoring a
variety of projects throughout the region. Efforts under this
Project will be closely coordinated with the ASEAN CCI
initiatives in order 
to avoid tinnecessary redundancies 
or

conflicts.
 

S,. 
 The design of this Project was done in very close

association with other U.S. agencies, particularly the Foreign
Commercial Service, Embassy Economics Counselor, and
Agricultural Attache. 
 The American Chamber _QoCommerce in
 -- al'dws s very ac tive in these efforts and thePresident of the Chamber was 
a participant in the PRE
Reconnaissance Team. Coordination among all these agencies
will be maintained during Project implementation so that a
truly integrated U.S. private sector initiative will continue

throughout the Project's 
life.
 

It should be noted that the Project conforms closely
to the proposed private sector role of AID sketched-out by
Michael Samuels, V.P. of the International Division of the U.S.
Chamber of Commerce during his February 25, 1982, appearance
before the house Foreign Affairs Committees AID should act as
a catalyst to stimulate private sector involvement by
addressing policies unfavorable to the free market and by
reaching out 
to small and medium sized U.S. firms that lack the
outreach of larger multinationals; 
as an inter mediary to help
identify local private sector needs and matching these with
available resources; and as 
an educator for host governments on
the benefits accruing from a private enteprise approach to

deve lopment.
 

4. Oth r Donors
 

In addition to assistance from AID and other USG
ag3encies,

IMP 

the RTG has sought budget support assistance from the
and IBRD that will contribute to the structural adjustment
prograin. Agreement was 
reached with the 
IMF on a major standby
program which covers a two-year period starting in April, 1981,rld amounts to 6DR 814.5 million. Moreover, in July, 1981, theIt*F provided Thailand with SDR 186 million under itscompensatory financing facility. The IBRD has also agreed to
provice a series of Structural Adjustment Loans (SAL) and theftr~t loan for $150 million was signed in early 1982. Other
loins are expected to be negrl-iated in the future to help meetreqirements for external cap&,al and to encourage policy
ch~nges consistent with a rational structural readjustment
program.
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Under UNDP financing, the IBRD provided consultant
 
assistance in 1980-82 to the Board of Investment (BOI) to

develop investment opportunity profiles and to prepare an
 
action program for the BOI to improve the RTG's investment 
promotion program. The UNDP expects to pursue the consultant
 
recommendations at the Government's request beginning in 1983
 
to help in the reorganization and institutional development of 
B01.
 

AID's proposed Project is designed to complement the
efforts of the IBRD and UNDP by providing immediate assistance 

the country'cs ef-for-t ,to -pQrnQ.mter~ 
in development, while changes in the organization and policies

of BOI are effected. The AID financed assistance will also be 

o ..... ariticipati 

closely targetted on involving the U.S. private sector in these
 
efforts and as such will supplement the more broad-based
IBRD/UNDP efforts. Moreover, should the longer term 
institutional assistance from IBRD/UNDP not materialize, this

Project may well establish a precedent for future contractual
 
aisistance to the Government for investment promotion.
 

5. Project Components and Targets 

a. Goal: At its highest level the Project will
contribute to the RTG's Fifth Development Plan structural 
adjustment objectives of improving Thailand's balance of trade 
and reducing unemployment problems, particularly in areas
 
outside of Bangkok.
 

Specific Fifth Plan targets related to these 
objectives are (1)manufacturing output and employment
expanding by at least 7.6 percent per annum, (2)industrial 
growth in areas outside of Bangkok and surrounding area 
exceeding growth rate within that area, (3) trade deficit 
decreased from 8.2% of GDP to 4.5% of GDP.
 

Meeting these objectives will depend on oil prices
and the speed with which Thailand is able to exploit its own 
oil and gas resources. Thirty percent of Thailand's import
expenditures were for petroleum products in 1981. It is likely
that this percentage will decrease markedly with- Thailand's 
offshore gas reserves now being tapped; the Fifth Plan

objective is to decrease the volume of oil imports by three 
percent per year on average during the Fifth Plan period, a 
target that appears feasible, This will assist Thailand in its 
efforts to decrease overall import requirements. Goal 
attainmet i- also dependent on a favorable investment climate 
and political stability. The AID Mission has no reason to

,elievethe Present favorable climate and the country's long
stability will change for anything but the better in the future. 

u__te___he fu ur___-: .. 



b Purpose: The Project's purpose over a four year
period is to improve the climate for and accelerate the growth
of private sector business ventures in priority development 
sectors, particularly in areas outside of Bangkok. It is 
expected that a number of new investments and other business 
arrangements will be made in export oriented, labor intensive, 
and natural resource based industries as a direct result of the 
surveys, promotional program, and special credit fund/technical
assistance provided under this Project. (Figure II.B indicates 
the illustrative structural adjustment criteria for screening
Project activities - at least two of the four criteria should 

fo r e suppor n ad61 on the 
relationship established between. the private sectors in 
Thailand and the U.S. should stimulate a steady flow of 
information cn markets and new technology between the two 
countries. The improved policy analysis and planning

capability established under the Project to address private
 
sector related issues should result in realistic policies and 
regulations that will steadily improve the Investment climate 
for industries particularly in priority development areas. 

c. 	Project Outputs and Inputs. 

1) 	 Business Opportunities Identified and 
Marketed. This component will provide technical assistance to 
the BOI to (1) help identify and analyse investment and 
technology licensing or contracting opportunities that could 
contribute tc Thailand's structural adjustment objectives; (2)
assist in designing promotional campaigns that would help alert 
local businessmen to opportunities as well as help obtain 
necessary investment, market linkages and technology from 
developed countries' (particularly the U.S.) private sectors to 
address the identified opportunities; (3, "lp carry out the 
promotion campaigns by preparing necessari materials,
identifying target investors/licensors/contrActors, programming 
media, providing personal follow-up service to attract
 
investors to Thailand; (4) helping -:range business
 
missions/seminars (for potential investors and bankers) in the
 
US cnd in Thailand to facilitate the investment process and 
match up joint venture partners; (5) helping train BOI
 
personnel (OJT) in the U.S. and (6) providing feedback to the
 
public and private sectors on the results of these efforts.
 

Considerable effort was made during the design

of this Project to identify business opportunities and
 

* 	 constraints that could be addressed during implementation. 
Arinx 11V provides a summary of the opportunities that will be 
used to focus the early promotional efforts of the Project and
 
allow it to get underway quickly. All of these opportunities
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are in the Ac roindustry area since this sector appears to offer
 
the most promise for rapid development under the Project and
 
for contributing the most to Thailand's structural adjustment
 
objectives. Constraints identified in these surveys are also
 
summarized in Annex IV and these are expected to be addressed
 
under the other Project components. 

It is proposed that approximately five-ten
 
additional s•rveys be carried out during the life of the 
Project to generate good business prospects in a range of 
subsvctors and meet the Government's structural adjustment
criteria disussed previous: Some of the studies 
conducted under this component are expected to be for 
investment trend analysis and other planning studies.) After 
screeniog, particularly attractive opportunities would be 
incorporated into one of the three planned promotion campaigns
that are expected to be carried out under the Project and aimed 
particularly at U.S. businessmen. A different campaign is 
planned for each Project year after year I and each campaign
will comprise a focused approach on a clearly identified target

audience followed up by personal contacts and investment 
missions arranged for interested business groups. Project 
consultants in conjunction with BOI will also assist potential

investors to locate local business partners and provide

available survey material and other available materials to them 
upon request. None of the above services are currently being

provided systematically by BOI although some investment 
survey/prefeasibility material is available on an ad hoc
 
basis. Some mailing campaigns are also conducted by BOI's
 
overseas offices.
 

This type of promotion approach will primarily
 
benefit fir:,is which are less experienced than the big
multinationals in identifying international opportunities -­
primarily firms in the Fortune 500-1,000 range, divisions of 
highly divrse and larger companies, or firms primarily in 
retailing or wholesaling that need to secure supplies. At the 
same time, it will aid the small and medium sized Thai firms 
without t:ie resources to contact American firms and expand the 
range of cio-ces for the larger Thai groups. In addition, the 
Project prov-des subsidies in the form of a special credit 
assistance program and technical assistance for priority
business ventures proposed by small/medium sized firms that 
would have difficulty in mobilizing funds for these purposes. 

The promotion component will be carried out 
under the BO,'s general direction during the life of the 
Pro)ect in o-der to supplement BOI's own efforts to promote
investment f, r priority development sectors. BOI currently
does not havw the capability to carry out such an ambitious 
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promotion program and io not likely to obtain this capability
 
until a major reorganization wit; staff/budget increase, and
 
extensive training take place. This c-.mponent accordingly is
 
essential to helping achieve Fifth Plan structural adjustment

objactives until a planned IBRD/UNDP institutional development
 
program can be put into place for BOI. (See Annex V for a more
 
extensive discussion of BOI). It should be notd that even
 
without the expected IBRD/UNDP program the Project will serve
 
as an example of what an effective promotional program can
 
accomplish whether it is done internally or-is contracted out.
 
Either option would be possible in Thailand and the choice will:
 
depc2nd on the Government's success in developing the BOI as a
 

-dable lnstititetonas Welr-'as-on-the re ts-on -­thisProject.--­

'Thailand needs the kind of marketing program
summarizcd above if it is to accelerate investment and 
technology into target areas of its economy. Thailand has 
traditionally not been aggressive in suc,' efforts and has 
depended largely on domestic savings to finance private 
investment (more than 95% of gross fixed private capital
formation since 1975). As a result Thailand's ASEAN neighbors 
have done consid,'erably better at attracting foreign business 
and investment and most have very active and effective 
investment promotion programs, despite the fact that actual 
investment incentives vary little in the region (See Annex IV
 
for summary of comparative investment incentives). It should
 
be noted that a recent comparative study of selected LDC's
 
investment promotion programs published by the U.S. Chamber of
 
Commerce indicated that Thailand's policies were if anything
 
more attractive than most other Asian countries. Indeed, many
 
businessmen in Thailand with experience elsewhere are convinced
 
that Thailand has one of the most attractive climates for
 
investment in the world, and that a well run .nvestment
 
promotion program that publicizes Thailand's attractions for
 
business will by itself result in a major influx of investors,
 
especially if such a program were conducted in conjunction with
 
a program to address ex-.sting constraints.
 

Inputs needed to carry out the above program

include, (1 a long term investment promotion specialist and an 
industrial 4development consultant to help implement BOI's 
action plan, and particilarly to identify opportunities,
coordinate appropriate investment promotion campaigns and help

riesvond to investor inquiries (at least one of the corsultants
should have 3ubstantial experience in Thailand); (21 services
 
o: a firm(s) to pzovide the necessary support for selective 

* promiotional campiiqns and associated investment missions,

eminars, direct follow up with potential investors and surveys
 

to Cdetermin( possible joint ven ure partners and campaign

* ~cults (~)several short term consultants to do planning 
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studies, investment opportunity surveys, market surveys and
 
other an Ayses necessary to provide technical (subject matter)

support for promotional campaigns. As noted elsewhere, the
 
proposer: Asia Bureau Project to provide a full-time
 
Agribusiness Consultant to Thailand will complement this
 
component also. 

The above inputs would be managed under a 
single contract with an appropriate US/Thai joint venture. 
Several firms and one University have expressed interest in 
participating in this component. It appears that the best 
arrangement may be a joint venture consisting of a-large pu blic :,---..,/......o-ne o-r -m ar ng I-r -c ion wi - a __U' :: :::-i ,a k'e t- ' ' -m-11-n -con u-n"E -- t v: ;S. : :-:'-
University and local Thai consulting firm. Such an arrangement

would provide Lhe necessary stirength in international marketing

with the survey/research skilb of a U.S. university and the
 
local backstopping capability and knowledge of the public and
 
private sectors in Thailand.
 

(2) Strengthen Private Sector Analysis Capabilities
 
and Dialogue with RTG
 

To strengthen the capabilities of the private

sector and to enable it better contribute to the formulation of
 
Government policies that affect the private sector it is
 
proposed to provide assistance to three important private
 
sector organizations:
 

(a) A full-time Thai analyst/planner (and
 
necessary funds for administrative support, facilities and
 
equipment) to assist the senior private sector committee in
 
Thailand, the Joint Standing Committee for Trade, Industry and
 
Banking (JSC) as its Executive Secretary.
 

This Committee includes representatives

of Thailand's major private sector business organizations: the
 
Association of Thai Industries, the Trhai Chamber of Commerce,
 
the Board of Trade, and the Thai Banking Association. The
 
prime purpose of this component is to support these
 
associations in mobilizing the private sector's coordinated
 
opinions ana to see to it that analyses are made that are
 
needed for the private sector to develop well formulated
 
recommendations on issues for presentation to the RTG.
 

These analyses would deal with such
 
issues as current RTG tnx policy and its application, RTG
 
regulations )nd policie3 affecting imports and exports of key

commodities, Thailand's policy and procedures for encouraging

foreign inveptment and decentralization, and policies and
 
procedures f-t encouraging transfer of technology to Thailand 



(see Annex III for example) .
 

The function of the Executive Secretary

pirovided for the JSC will be (i) to assist the Committee In
 
identifying issues to be analyzed, (ii) to see to it that the
 
association designated to conduct the analysis and formulate
 
recommendations receives~ needed USAID resources, (iii)- to 
arrange for consideration by the JSC of the association's
 
recommendations, (iv) and to arrange for the transmittal of the-

JSC recommendations to 
Committee of the RTG. 

the Joint Public/Private Sector 
the Executive Secretary is the servant 

of, the .JSC.,_____ 

The sum of $80,000 is provided for the 
salary of the Executive Secretary $10,000 
for administrative
 
support, facilities and equipment, and $30,000 for incentive
 
pay for senior internships from the private and public sector.
 
Interns will be rotated through the Secretariate on a regular

basis to expose them to the dynamics of the JSC process and so
 
they may contribute fresh ideas from operating and planning

agencies.
 

(b) To enable the associations to build
 
their capability for conducting such analyses it is proposed

that an analyst/planner be provided for each of the two
 
associations that will carry out the analyses needed - :he ATI 
and the Thai Chamber of Commerce.
 

These analysts/planners will become part

of the staffs of these associations. They will recruit
 
individuals or consulting firms to carry jut the research,
 
oversee the conduct of the research and present the results for
 
approval by the leadership of the association.
 

It is proposed that $120,000 be provided
for the salaries of the analyst/planners in the two 
associations, i.e., $60,000 for each association. 

(c) To finance the analyses of issues to be
 
made by the associations, it is proposed that a fund of
 
$200,000 be made available by AID and matched by a $200,000

contribution from the two associations.
 

When the JSC has identified an issue to
 
be studied, has designated the association to carry out the
 
analysis and determined the amount of money required for the
 
study, it is proposed that it shall direct its Executive
 
Secretary to present the Committee's plans to AID with the
 
request that the funds be made available to the association
 
designated.
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supportive of Project elements.: success of thiscomponentothe the 'Ultimately 
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institute that will coordinate the planning and research needs
 
of the several privaeete throuherest groups. Analysis and
research by these associations todate hasbeen r
seaor.
 
resource and staff limitations. A centralIns titute
 
Private Sector Dvelopment" would helppool resources, respond

to Joint Committee prioritiest and avoidredundancy. AIDwill
 

e
griencourage the formation ofasuch aniinstitute and tl .
o ua
 
Sdesignation ofsomeresources er cmponent for the
 
planning of the institute s r w o k a"
 
brae tax n poic he RTG is currently psaus ha ve l
 
a"Thai Development Institute" is urgewouldr
that however, 


major publ c sector rei rements initially although i ts
 
resourcesare also ulltimately expected to be available to the.
 
private sector. If the TDI is established dring this Project,
 

.
some of the studies might be contracted to the TDIn

(3r EstablishLinkages Between US and Tha Private
 

resure stfliSector Oranizations Ins
 
SThe objective of this comlonent will beto
 

provide a basis for informal, technical cooperation .between Thai .. ,
Sindustry groups i priority sectors (export oriented idwill
 
.. high •labor demand, and decentralizatio poeta) rdUS
•counterpart organizations Such cooperation would spple


inormalcommercal relations of several kinds, such as joint

ventureswith ebt and/or equity partcpatlonricensng for
 

use of proprietary)hai technologys marketing of Thai Pv
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t logy and management advice through7contacts withUS 

/II:pri ng fim eurn rdcts .manufactured to precise
 
specifications and standar:ds is likely to be a major; source of

contribution from US enterprises, if the experience of Korea ­

-;provides a model frThai industriz ain ant unlikely
 
- scenario. A recent IBRD study of the sources of Korean 

industrial, competence showed that informal contacts between 
foreign buyers and Korean suppliers was by far the most 
important transmission belt for foreign technology. (much of
 

•which is non-proprietary) and manargement advice, compared with,
 
drec4 foreign investment, which played a minor a role.i Of.
 

Scourse, 	forl this transmission to take place, a firm must be in
 
contact with a potential or actual business partner.abroad.
 

Drawing on 'past experience of AID (and

predecessor agencies), this Project proposes .to replicate this
 

S. type of informal reainhpbtween American and Thai firms
 
. in -the same line of business. Under the Marshall Plant .,i


so-called "pooductiv of sno 

maneeial p(,rsonnel from US: firms visited Euoen enterprse
 
in the sam 'line of business, bringingl the latest in US ... ""
 

production tochnologies to their European coneprs hog
 
an informal )rocess of plant visits and discussions. :A similar
 
arrangement (luring the 1960s and 70s brought leading experts
 

.....	 tearns" ehia n
 

from .the US electric power generation and distributio sector
 
to india where they reviewed a broad range of Indian power;..
 
problems and gave the Indian authoritiet the benefit of their iii
 

Sviews on future power policies, programs and technology choices. 
. ,Thai indus try is already welll oranze.t
 

pariciatgInthiitpedf-pogom.Witintheoveal
 

industrial a,8ociration of Thai enterprises, the Associatino
 
Thi1d1t-e Ai, firms in particular product lines or -'
 

18 ot thse-,ubs in various subsectors. ...It is expected that ..
 
:the Pro~ect w;ill concentrate priority-attention on. the largest-.;:-: 



and bast organized of the clubs, the Food Processing Industry
Club, that comprises 85 member industries in 12 sectors (see
 
ig. 11B). As linkages are developed between 'this club and
 
U.S. counterparts, other clubs may also be brought into the
 
program in accordance with their potential contribution to RTG
 
structural adjustment criteria. Candidate clubs include the 
electronic industry club, furniture industry club, chemical 
industry club, and leather-based industry club among others. 
Annex V has a complete list of clubs *and the policies and 
objectives of the ATI. 

On the US side, selection of team participants 
cou l1b ae Ilumbrella4-U.S.-privatesector --- .................ma 1Ib 
association in conjunction with AID and the Department of 
Commerce. The association would determine the appropriate U.S. 
trade organizations to counterpart interested Thai organization 
and advisethe ATI accordingly. Administrative arrangements

could also be contracted to the US association with the.......
 
objective that between the US and Thai sides, the whole process
 
would be managed by the private sector entities involved to the
 
maximum extent. Participants'salaries will be covered by
 
their parer- firms. Such a US private sector participation in
 
the cost of the program would enhance the image of U.S.
 
enterprises as full partner with the Thai side.
 

A likely candidate for the U.S. association is 
the U.S. Chamber of Commerce. The Chamber is the largest, most 
representative private sector organization in the U.S. and has 
a strong international division that could provide the 
necessary liaison between the ATI and businesses in the U.S.. 
The U.S. Chamber has the added advantage of having a 
counterpart in Thailand (American Chamber of Commerce in
 
Thailand) that will be actively involved in the Project's U.S.
 
Public/Private Sector Committee (see part IV). Discussions
 
with the American Chamber on their potential role will be
 
pursued dur' 3 the Project's pre-implementation stage. Other
 
candidates for the U.S. private sector liaison include the
 
Council for Industrial Development and the National Association
 
Manufacturers . Selection of the U.S. liaison association will
 
be done competitively based on an assessment of candidates'
 
capacities and interests to work on the Project.
 

I,-is expected that six visits will be made by

indus:ry club representatives between "he US and Thailand
 
during the -Ate of this Project, or about two per year. For
 
planning nirposes 15 persons are expected for each team and
 
each trip will involve one seminar hosted by the organizing
clUb. One week for each visit is expected to be fully
adequate. Materials would be provided beforehand acquainting
the team members with the general setting and specific nature 



of the industry in question. The materials are expected to be 
prepared by the concerned industry club with inputs from BOI 
for trips by US teams to Thailand. Suitable publicity in 
Thailand by 1301 and in conjunction with the investment
 
promotion component would help sustain momentum and awateness
 
of an expanding involvement of US private enterprises inThai. 
development. It is planned that two-four of the visits would 
be made by representatives of Thai industry clubs to observe 
the operation of U.S. industries and in these cases the U.S. 
clubs are expected to make all the necessary arrangements with 
some coordination assistance from AID and the U.S./Thai liaison 
organizations.
 

A4) Technology Transfer for Small Enterprises
 

It is expected that the above component will 
identify numerous technical and management constraints for 
private sector expansion into priority development areas. In 
some cases these constraints may be addressed by further 
arrangements between the Thai and U.S. industrial 
associationc. This Project also provides a grant component of 
$100,000 to the International Executive Service Corps to bring 
retired experienced business people to Thailand to help smaller 
firms address these constraints. The grant will closely 
parallel the AID/Egypt arrangement with IESC to provide 
managerial, technical and training assistance to firms, but it 
will be limited to smaller firms (with less than $2.0 million 
annual sales) needing assistance in developing or expanding 
operations that meet all or most of the Project's structural 
adjustment cr.teria (Fig. II.B.2). The grant will subsidize 
such technical assistance with a 50 percent contribution 
towards the firms'cost of IESC volunteers, with the IESC 
picking up the rest of the costs based on established 
guidelines for IESC assistance. This grant should result in up 
to 25 grants of assistance to selected firms under the Project, 
and will be administered by IESC's local representative in 
coordination with AID. If there is sufficient demand for these 
services, contingency funds under the grant may be used to 
finance additional services. 

(5) Encouraging Small/Medium Sized Thai Ventures 

,.uch of the wealth and power in Thailand's
 
economy is concentrated in relatively few hands. This tends to
 
limit access to institutional credit to the affiliated groups 
of larger businesses. Smaller businesses are usually not 
equipped to demonstrate the feasibility and che "bankability" 
of the ventures for which they seek loans. Many small 
enterprises have never dealt with banks and don't understand 
their requirements and procedures.
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priority program aimed at better meeting the needs of smaller, 
rural industries, but has had a major problem in obtaining long

term credits at reasonably low rates for relending to finance
 
local capital costs. Concessional loan terms are important to
 
allow IFCT to run the associated ore, p am to 
assist smaller firms. atspotpormt 

AID will thus play a vital role in helping

extend credit to support the important structural adjustment
 
objective of decentralizing industry as well as helping address
 
the equity problems apparent in the Thai industrial base.
 

4­
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PART III PROJECT ANALYSES SUMMARIES
 

A. Technical Analysis 

1. General Constraints 

This Project is designed to relieve contraints 
identified by various studies and consultancies as restricting 
the private '-ector from addressing the key development 
objectives discussed in Part II. These constraints can be 
placed in four groupings as follows: 

a. Information Gap Problems 

(1) American businessmen have poor knowledge of
 
Thai business opportunities. This problem appears to be caused 
principally by the small scale and resources of many Thai 
enterprises, the American businessman's misconceptions and lack 
of contact with Thailand, and the weak promotional efforts of 
the Thai government. 

(2) Thailand faces intense competition for a 
limited number of investments by a number of nearby countries, 
most of whom have more vigorous and -nore effective investment 
promotion programs. Malaysia, the PhLlippines, Indonesia, and 
Sri Lanka all are pushing for labor-intensive industry and a
 
number for agricultural-based ones. South Korea, while in a
 
somewhat later stage of development, still is an important
 
competitor for many types of investment.
 

(3) Thai firms lack access to technology,
 
managerial techniques, and market information which would
 
enable them to operate more efficiently, maintain better 
quality control, and be more competitive on international 
markets. 

(4) RTG policy makers generally lack adequate 
information lor making key policy decisions that affect the 
private sectc.r. 

Each of these problems (as well as most other 
problems discussed below) especially affect smaller and rural
 
enterprises. Results of AID's Rural Off-Farm Employment
 
Project (a joint project of Kasetsart University. Michigan 
State and Ohio State) indicated the major constraints to the 
growth of rural industries included misguided Government
 
regulations affecting the price and marketing of raw materials,
 
technicalproblems that rural businessmen don't know how to
 
resolve, limitea access to capital (only 28% of 148 firms
 
interviewed received loans from financial institutions when 
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they started their businesses) because banks perceive a high
risk associa':ed with small firms, and problems developing and 
.,aintaining market linkages.
 

b. Institutional Environment 

While the Thai business climate is reasonably

good, some comparatively small changes could make it much
 
better and more attractive for both local and foreign

businessmen. 

(1) The Thai Board of Investment has had' problems
 

investors and handling their problems, and in dealing with
 
other Thai ministries and agencies. 

(2) The Thai private sector has difficulty in
dealing with the government; businessmen and civil servants are
 
mutually suspicious, despite considera-ile commonality of goals.
 

(3) An effective means of providing project
appraisal services and credit to smaller entrepreneurs does not 
exist.
 

c. Policy Environment 

The Thai industrial base, while increasingly
 
export-oriented, still retains many rather weak import

substitution operations which are relatively capital-intensive 
and highly concentrated in the Bangkok area. The causes of 
this include the 's liberal use of tariff exemptions 
on imported machinery and raw materials as investment 
incentives and a general policy, maintained through the early
1970s, of import substitution protected by tariffs. Tax and 
other Government policies and regulations atfecting the private
sector appear in many instances to overly restrict or distort 
private sector expansion in various other areas. Enforcement

of regulations has been uneven and application inconsistent in 
some instances (see Annex III for examples).
 

d. Narrow Paticipation in Industry
 

Participation in the modern business sector needs 
to ce widened by providing: 

(1) a broader base of ownership;
 

(2) better growth opportunities for small and
medium sized firms not connected to major investment groups; 
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(3) more professional management positions. 

2 Project Interventions 

The Project uses a variety of means to overcome these
 
constraints. A main thrust is to close the information gap,
 
but in such a way that the Thai economic and social aims will
 
also be furthered. At the same time, the Project will address
 
problem areas which make investment in Thailand les
 
competitive with its neighbors -- the weak investment promotion 
program, the problems in the policy environment and weak
 

adversely affect government-business relations. The new
* ' 

ventures the Project stimulates will help fulfill Thailand's
 
economic and social aims. In addition, the Project should help
 
to broaden the participation in Project objectives from the
 
Thai private sector through providing the small and medium
 
sized firms with technical assistance and access to information
 
on investment opportunities, credit, and potential business
 
partners.
 

a. rlhe Information Gap
 

The Project addresses the information gap by
 
generating pertinent information and making it available to
 
potential business ventures. It is basically a three-part
 
process: (1) Research is done in Thailand on investment
 
opportunities, indicating the general feasibility and
 
potentials for doing business in Thailand. Actual corporate
 
feasibility studies except for those of some small firms, are
 
expected to be done by the corporations themselves, starting
 
with the information the Project provides. (2) A search is
 
done of the U.S. market for corporations that have the skills,
 
market information, or market access to help (and profit by)
 
the Thai economy in the fields already researched in Thailand.
 
Contact is made with these firms (through limited industrial
 
advertising, direct letters, and personal approaches), which
 
are then persuaded to Investigate the Thai opportunity
 
further. (3) When the foreign investor comes to Thailand,
 
representatives of the BOI, in coordination with the AID
 
advisor to the BOI, meet them, and help them deal with
 
potential Thai partners and government agencies.
 

This is a highly selective marketing process. Its
 
components are well within the abilities of public relations
 
firms, certain consultants, or universities. It also will keep
 
the number of inquiries and groups coming to Thailand to a
 
number that can be managed by the Board of Investment and to
 
those which have the highest probability of success. The
 
Project approach favors this approach over broader, more
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advantage over other countries, no matter how attractive their 
foreign investor services are. 
sm iSuch a plan assumes that Thai-U.S. investors, once 

iroughttogetier, will be able to make a business arrangement 
thatisatifactry nd rofitable -- i.e. there areopportunities that are not being taken advantage of onlyh 

.. because infornation is lacking. The various Project designleams have confirmed the high potential of Thailand forinvestors (see Annex IV). There appears to be no reason for 
additional incentives for many investments in Thai land. 

None of this does any clear good for the country
unless the particular investments made contribute to Thailands 
Structural aoustment objectives. The Government has already

mae considerable progress in removing economic penalities for 
exporting the apand suggestions for the BOI and recent BOIIBRD 
.policy all eovide greater support for export operations. The 

ject has to depend on contlnued RTG support for the 
pGovernment's ;tated aims through its fiscal monetary and 

begulatory policies. What the Project princpally does is to 
k out and romote musiness iopportunities that will satisfy
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addition, the linkages between private sectors in Thailand
 
the U.S. and the technical assistance from IESC should help

firms, whether joint ventures with foreign firms or not, to be
 
more efficient and thus provide greater support to the nation's
 
goal for a better structured and efficient industrial base.
 

b. Improving the Institutional Environment
 

(1) Helping the Board of Investment 

As accompanying material suggests, the BOI 
,-sn.e s nee._ass is-tance.-in-i-ts ..operations * ----------­

functions, attracting investment, judging and monitoring
investments to be given BOI approval, and securing compliance

with its wishes from other ministries, it is only the middle
 
one, the judging, that it appears able to address adequately.

It is also apparent that Thailand cannot wait for the BOI to be
 
built up if it is to meet its Fifth Plan development

objectives. The Project proposes to do for the BOI what it has
 
been unable to do for itself -- handle a proper marketing

campaign for investment in Thailand and provide the follow-up

for those activities. The BOI knows that it is not performing

these functions, given its present funding and staff, and is
 
anxious for help. As indicated, there should be no problem in

finding personnel or organizations to provide the marketing and
 
investment survey work.
 

The Project's proposal can be viewed in two 
lights: (a) as an interim program, filling a gap while the 
301 increases its capacity, and at the same time helping to 
train the BOI to do the job; or (b) as a pilot project for
privately-run promotional activities which the RTG itself could 
finance after the Project expires. Either option (or a 
mixture) is plausible in the Thai political context. Pr,sent
indications are that the RTG is going to build up the BOI;

despite a very tight national budget, the BOI's budget for
 
activities in Thailand was 
increased by 25% between 1981-1982,

and another 17% between 1982-1983, (See Annex V) and new
 
offices are to be built. It may, as a number of other
 
countries in the region are doing, continue to use a public

relations firm to supplement its operations for the foreseeable
 
future.
 

The success of the Project is not dependent on 
either dramatic improvements in the BOI (although that would
 
improve the investment climate) nor the granting of BOI
 
privileges to all potential contacts. The use 
of independent

organizations for marketing and contact with investors
 
supplements the BOI and could be continued by the RTG.
 
Secondly, 1301 privileges are not necessarily decisive for the
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viability of firms; many Thai and foreign private sectoroperations are doing extremely well without any BOI
privileges. In sense, the BOIa privileges are more a"marketing tool" to attract investment than a decisive factorin the viability of that investment. Like an automobile
 
rebate, the huyer doesn't buy unless he expects the automobileitself will function well and the rebate s only decisive when
tnere are a number of close decisions.
 

There is a training effect from having
consulting organizations work with Should
the BOI. the BOItake vera.l-mar ke~tingoperations., thetrain ng- would ­have to be stressed more. Should the BOI continue to use someindependent services, it must be shown how to judge thoseservices. 
 At least in the initial stages, the training is much 
the same for both purposes. 

(2) Improve Private Sector Capability to Affect
 
RTG Policy/Planning
 

The Project seeks to improve the dialogue
between business and government to move it from being an ad
hoc, "favors and penalties" operation to one in which the
business community articulates some consistent policy in a
sound enough way that the government accepts at least some of
it in its own policy formulation. Heretofore most Governmentpolicy has been set without formal or 
broad based dialogue with

private sector interest. The Project effort is modest, but
 more vigorous tactics are 
unlikely to be fruitful in the
 
current fragile environment.
 

The Project's grant to establish such a

capability will meet a felt need and will help the 
business
 
sector formulate policies. 
 This is being done with the
 
participation of the 
public sector because in the Thai context
it is good to (a)have the effort appear to be one of
cooperation rather than confrontation and (b) to give the
results greater crecLbility and support in order 
to gain
political effect. The expectation is that sound policy studies
will lead to higher level, policy-oriented discussions that
feed into both private 
sector and business sector activities.

The Government would retain its 
watchdog and policy setting

role, but will be 
better informed on the implications of its 
key policy dhOcisions. 

The Joint Public/Private Sector Committee willbe an early .eneticary of the Project. The committee has had
a promising -;tart, and the 
businessmen who have participated

have felt th it there was dialogue that could result In better

legislation fnd adiTnnistration, especially with sound inputs
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which have heretofore been uneven. Government members are high
enough that their decirions carry considerable weight. The 
analyses work under the Project should enable the Committee to
make more 
informed decisions and stregthen its viability as an

institution. 

Various other alternatives to get at the 
problem of poor communication between the sectors were

considered, including seminars, educational changes, and public

relations campaigns. None seemed 
to have as strong or lasting
 
an effect as this proposal which strengthens existing
 

-i-4nsti-tu tional--arrangeme nts--whi-le -- pr ovi ding -a -ne w-:base-for-- more---­
* .effective sector input the. private into country's policy and

* planning. 

(3) Widening Participation 

The Project encourages a wider equity base in
several ways: (a) by turning the search for opportunities and
for foreign and domestic partners into a more technical,
formal, and public process,. (b)by giving special assistance to
small and meiium firms, (c) by encouraging ventures outside
the fBangkok area, and (d, by promoting joint ventures, which

increases smaller firm's credit ratings and opens more bankers'
doors. The Project does not envisage restricting investment 
contacts to orly small or "new" ventures because a number of
larger Thai groups have important managerial and technical
skills; moreover, the larger firms' political and moral support

is need to sustain the program.
 

One meani of widening the ownership base,
developing the Thai Stock Market, was rejected as impractical 
under the Project. Such markets have never been verysuccessful in LDC1s and Thailand's is no exception. An attempt
to subsidize capital to borrowers also does not in itself seem
particularly promising, being or likely to lead to wasteful
capital use and uifficult administrative decisions on

eligibility. The creation of new lending institutions is
possible, but Thailand already has a sophisticated banking
stem and AID could have. 8 little impact on current practicesand policies. A logical approach, then, would be 
to aid small
 

ana medium sized business to identify opportunities and
 
partners and provide special credit facilitating services to
 
lower risks for bankers, and this is the general approach of 
tne Project. 

3. Other Problem Areas 

It .hould be noted that the proposed Project
i-nt(erventioni. will not be able to address all the problem areas 
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. research and development needs land capabilities .in Thai.land.i , <Fhe teamconcludedthat substah tal felt needs as well asr 
actual-deficiencies for allyindustrial sectors exist whiochshould beuaddressed in order prect, l ectiveses 

of the Fifth Development Plan USAIDThailand expects to 
ispursue this Problei,area in a nProject planned fo FY 1984. 

conultMost foreign businessmen complain that "red tapel andreucrac a dev emn dsing cai isinTha iland.M 
reasons for the slow and complicated-RTG approval process for 
necessary licenses, pravileges, etc have beencited in theoiterature including the long mutual distrust and poorb t
 
communications between the public and private sectors; an1.

overburdened andcomple bureaucracy that has limited resource
 

._ and expertise to irespond to policy direction; and-- " . .historical/cuturalciharacterpstcs that prouce strol Mrespect

for authority figures suchoas traditionalbureaucrats andf
 
produce strong patron cient relationships that tend tohe
constrain coodination among government agencies As Gerald 
Sentell indicates in his study of theBOI (separately available 
fvrb is PP)a "It is some es diffc t ha tlrmine whether ­
anp ect is delayed because of red tape,isample. nefficency, 

/-political influence, or some combination of the ,three."
 
historiClearly, thisProect can do little to address many f

these proble s which are endemic toLDC's,and indeed are as
 
ruch manfestato of under development as they are 
constraints to development. It should be noted, however, thatndecspaites i a(esmany successful foreign andthe problems, there 
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staff member many of the above hindrances can be relegated to 
minor annoyances. In the meantime, the RTG is doing what it 
can to address these problem areas and this Project may well
 
serve as a catalyst to the process. 

B. Sodao-Economic Analysis 

1. General Benefits
 

This Project does not lend itself to standard 
quantification of expected benefits. The detailed analysis in 
Annex IV illustrates, however, the potential impact in general 

rms based on reasonable assumptions for the various 
components. The investment/market surveys-cum promotion 
component has the potential for the most immediate and tangible 
economic effects. In the top priority agribusiness area, for 
example, a well-targetted promotional program can produce

specific product-oriented investments, create new production 
capacity and employment in the processing and handling of the
 
product, provide incremental farm employment and income from
 
production of additional export supply, and help alleviate
 
Thailand's balance of payments deficit. A recent PRE-financed
 
study (see Annex IV) indicated that a number of very
interesting potential investments are ready for development.
These include cotton ginning, fish canning, peanut oil 
extraction, cashew nut processing, seed reproduction, and
 
vegetable processing and canning -- all rural, labor intensive, 
and in need of private support for capital, technology, and 
market access. In addition, the study and related surveys
indicated a large number of other agribusiness opportunities 
including further processing of agricultural products, fruits 
and vegetable processing and export, cattle and pig production, 
coffee processing, and numerous others. It should be noted
 
that the simple existence of opportunity will not necessarily 
cause contact to be made between Thai and U.S. firms. The vice 
president of one of Thailand's most vigorous (and heavily
agricultural based) firms, one with several U.S. partners, 
commented that U.S. firms did not appear to be aggressively 
looking for foreign opportunities, and his company had to 
identify potential investors, hunt them down, and persuade them 
to invest. H could not see a small Thai firm affording that 
kind of operation. The potential linkage with Northeast 
production development efforts, especially off-season 
production in presently underutilized irrigation projects, 
ofters the added impact of helping these investments raise the 
level of benefit above their current levels. 

In tne case of other labor intensive industries, such 
ei" the electronic industries, it may be argued that besides the 
employment that would flow from inducing these labor-intensive 
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industries to locate in Thailand, focusing on them under th
Project will have 
a spread effect by helping attract other 
firms of labor-intensive, export oriented manufacturing
 
operations. This would contribute to achievement of the RTG
 
objective 
of -moving Thailand into the small group of economies
 
that will benefit from the next rounds of international
 
investment as Singapore, Korea, Hong Kong and Taiwan shift
 
towards more capital and skill-intensive industries, opening up
the field for countries able to aggressively seize the 
labor-intensive ground, The detailed analysis indicates that
for a number of economic and policy reasons, Thailand is well 

____ situated to achieve this object ly . 

The economic impact of the Thai-U.S. industry linkage

component, and of the component designed 
to help strengthen the

policy dialogue between the Thai government and private sector,
cannot be specified except in general terms. The analogue
between the interindustry linkage activity proposed and the 
earlier experience in Korea, India and Europe (under the 
Marshall Plan) that served as effective transmission belts of

technology, is discussed elsewhere. The policy dialogue
support activity will be helping the Thai private sector and
RTG policy makers to more systematically and effectively
determine how effectively the country seizes the opportunities

for commercial and industrial growth that will arisein the 
next few years. Drawing on the RTG Fifth Plan, various IBRD 
studies, and the analyses behind the structural adjustment
loan, the economic analysis section in Annex IV indicates the
critical role that the current reshaping of Thai policy with
 

* .respect to thu private sector will have 
in the country's

development in the 1980s, and the importance of continuing to 
improve the public-private sector dialogue on this policy for 
strengthening the investment climate. Thus the proposed

assistance to the RTG-private sector dialogue process could
 
have very subitantial economic impact and influence on
 
government-bu-iness relations in Thailand.
 

2. Social Impact
 

The ?1roject contributes to the overall Thai effort to
 
reduce poverty and income disparities through encouraging

labor-intensive, raw-material based industries, particularly

those that lie outside the wealthier Bangkok region. It makes
 
these contribu.tions 
on both macro and micro levels.
 

The marketing and the private-sector dialogue
components are designed to encourage both domestic and foreign
ventures in ta rget areas of opportunity, while at the same time
helping rationalize the price, tax, and incentive structure to
(among other things) favor exports and labor-intensiveness. 
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most successfuil new industries should help exports and
 
employment. In the process of selecting particular industries
 
for marketing, the Project will "narrow the information gap" on
 
precisely those industries which will have a large effect on
 
employment and income levels. Two such industries are
 
agribusiness and electronics.
 

The Economics of many Thai agribusinesses favor
 
_ locations nea r the source of supply whenever the costs.-, of---,­
produc'cion' compensates for any additional
 
communications/transport costs. Employment is drawn largely

from the rural or nearby small city areas. The vast majority

of agribusiness firms use small farmers for some or all of
 
their supplies. Large plantations are few and have generally

been unsucessful. A good example of an agribusiness based on
 
small farmer supply is Adams Tobacco, a joint venture between
 
Thai and U.S. interests, which has introduced a Turkish-style

tobacco to 50,000 small farmers in the Northeast.
 

The income effects of each wave of agroindustry
 
investment that Thailand has experienced in the past twenty
 
years have reached even into previously remote and mainly

subsistence areas, as entereprenuers responding to emerging

market opportunities in export of maize, cassava, kenaf, and
 
other commodities, have scattered processing plants over large

rural areas, and created new markets for very large numbers of
 
the country's overwhelmingly small family farm units. The 
Project is designed to hasten the further development of this
 
process.
 

The Project's emphasis on finding U.S. partners for
 
ventures in Thailand reflects its interest in creating vertical
 
marketing systems in which the U.S. partner would develop
 
export markets while helping with technical concerns within
 
Thailand. The planning ana coordination that would occur
 
between partners (whether joint venture or just good trading

partners) would help alleviate problems of low farm prices or
 
of sporadic supplies of highly irregular quality.
 

Some Consultants (e.g. Daniel Hefler of A.D. Little)
 
have suggested that the electronics area in Thailand could

benefit from additional study and/or vigorous promotion effort,
partly because there Is a lot of interest from international 
investors in Southeast Asia, and partly because of its
 
employment effects, The equity effects of any one electronics
 
industry investment will depend on the labor-Intensity of the
 
manufacturing process employed, where the plant is located,
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extent of its back~ward- linkage effects,, the real rate of 
protection (if any) and how long that lauts, the nature and.distribution of ownership and the disposition of profits, 
 What
 
matters in this case is the setting in motion of more efficient
 
processes through which Thailand is enabled 
to capture a
 
greater share of international electronics investment (based

essentially on wage costs/quality comparisons, as long as 
technology in parts of -he electronics industry remains highly
labor-intensive) and th development of international 
recognition that Thailand has 
become another member of that
 
small group of (mainly Southeast Asian) countries where
 
labor-intens ve industries can most profitably locate. 
 The
 

area for Thailand to go for in this international competition
for foreign investment, but it is the development of the
 
ability to attract indut;tries of similar economic character
 
that is the underlying objective that, if attained, 
 will bring
sustained invostment benefits to the country and contribute

significantly to its replicating the "Gang of Four" (Korea,

Taiwan, Hong Kong, Singapore) model. The powerful equity


.impact in this growth model is not found so much in the
redistribution of income shares among population groups, theas 
aggregate eff.?ct on overall growth of the economy, and on the

absorption of the labor force into full employment with
 
consequent assurance that wage 
rates will rise along with
 
general growth, and the absolute levels of the lowest income 
deciles willr rise along with the middle and higher levels.
 

There a:e a number of other industries which have 
significant potential to contribute 
to both AID and RTG 
objectives: handicrafts, bamboo and rattan furniture, pottery
and file, for instance, are all labor-intensive, up-country
industries with international potential. Under the Project, 
ventures in these areas could be assisted directly through the 
IFCT component. and the ILSC technical assistance.
 

3. Absorptive Capacity for Foreign Investment
 

Given the present moderate relative size of foreign
investment to total private capital formation (only 2% from 
1975-1979) and the moderate ratio of U.S. investment flow into 
Thailand (15% of the total in 1980)o and the long-standing

favorable atttude of the RTG towards U.S. investment, there
 
are no foreseiable reasons why even a substantial rise in U.S. 
investment shJuld encounter any barriers. 

4. E ..niron ental Concerns 

Annex IV {contains a request for a negative
Oeten-inaotion, No signiticant negative environmental effects 
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are expected directly fromthe Project#, but tLhe National
 
iEnvironmenval :Boerd of Thailand will be requested to serve in
 
an advisory cipacttY to ensure adequate monitoring,


5. 	 ~i
 

No particular effort has been made under the Project

to especill~y involve women 	in any of the 4otivitiess however# 
it is 	epected that they will benefit at least as much as men 

rmtheemployment opportunities that should result from the 
Project. It is platnned that the Project evaluations will 
include an analysis of cifferential impacts on men and women 

Ti~~m-h any ex-tlatteaty-bpneoensure 
under the Project. 

C. Financial Analysis and Plan 

1. 	General
 
c,)
 

The t:otal costs associated with this tour year Project 
are estimated to be $10.24 million, with $4.0 million 
contributed from the grant, $2.1 million from the loan, $1.56 
r 1iion from -he Aoya, Thai Goverr.ent# $ 2.1 million from the 
IFCT, and $0. 8 milli n from the private sector. 

Cons~ldering only the AZD/5RTG portion of the grant 
fnanced components, AM will finance 72 percent of estimated 
costs and the fRG will linance 28 percent of costs. The cost 
sharing for the loan-financed activities will be 50 percent 
from AID and Q percent from IFCT. The private contribution 
will be associated with the 	grant-financed elements and
 
represents 5 percent of the estimated total cost of the 
tro~oct, Coit's for eact, component are described below, and 
shown in Figurea 11I.C.* and 11I.C.2. 

2. buniriess Opportuanittos 

Mts component comprise one full-time expatriate

cig4i tant (promotion) ind one ful-time Thai (industrial 
v opinont) otr a thro yoar pea'iod (at 5$SSOOO per person 

Voar for the expatrtate including overhead and local travel 
oxpnses, plu. $50,000 1-or person year for housingo vehicle and 
tirivet and 33',,000 per person year for first class Thai/local 
r,74tanti 'P000,000 for 10 local tnvestment survey% by

OA414t7 IQCitl frmni; $500,000 for the services of a local 
; Itinq f for dometttc investment promotion# including 

or 1Al¢ prpon,tt to hohp develop local business rontacts,
of' fticq uJport tot the, two consultants# semsinars !or 

t l#,t~ ~zVM,*0Mlfcia coverage and neveletteri $1400,00nt 1 ­
(ir'~8.h440ei MAfKettn', Support, 
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ncluding one full-time consultant to develop potential
 
investors/business contacts for Thailand, computer time to
 
locate and screen potential investors, organizing 3 investment
 
missions (transportation), seminar program for U.S. bankers and
 
business people on opportunities to Thailand (3 seminars), plus
 
expenses for transportation and communications; and $180,000
 
for contract administratidon bya senior management


* 	 representativei of the consulting firm to provide supervision

and counsel )n all aspects of the program (two trips per year
 
plus two months per year backstopping) .
 

The 101 is estimated to have to provide virtually half-_f 
of i-s oper-ang-btget-- r support 'fi acce le ratedth is 
program, or the in-kind equivalent of $500,000 per year over 
three years. This includes program support for publications
analyses, and overall management and coordination of this 
component. 

3. Strengthen Private Sector Dialogue
 

This component will consist of $80,000 for a top

quality local analyst/planner for 36 months, $120,000 for two
 
studies directors for ATI and the Thai Chamber of Commerce, 40
 
policy studies by quality local consulting firms ($200,000 from
 
AID plus $200,000 from the private sector); $60,0)0 in-kind
 
contribution from the public sector and a like amount from the
 
private sector for salaries of staff who will be rotated
 
through the JSC secretariate. (AID will provide a 25 percent
 
incentive payment for staff at $30,000.) Plus $10,000 from AID
 
for locally procured office equipment.
 

4. U.S./Thai Private Sector Linkage
 

This component will provide $200,000 from AID for 6
 
visits by approximately 15 businessmen (each trip) between the
 
U.S. 	and Thailand. It is-expected that the grant will provide

for transportation costs only arA that the industry clubs will
 
work out arrangements for lodging and programs, estimated cost
 
$120,000. The AID grant also provides $150,000 for the
 
services of a U.S. private sector association to coordinate
 
this component.
 

5. IESC Grant
 

AID will provide $100,000 grant to subsidize fifty
 
percent of the costs IESC charges smaller enterprises. These
 
costs are currently $7,000 for a three month consultancy and 
thus would allow for about 25 consultancies. 



T4 financia lanandarrangements for his 

ilnilion componen !•t are provided in !a separately: available . Li 

: . !the [Projet1o teeuvaeto 6 person months[ of expatriate 
.!i:;.7anid:' l ol expier tise fo(r :each. e valu ateion./ :;-- ! 

: .:: :: "[It is-expected tha~t AID will directly (disb~r--,e aill-: .(!•: 
' :grant funds to contractors .hired under • the Project,. using .. -:: : :standard AID financial procedures. For localprocurement and 

expected to oevelop contracts/purchaseporders in closei studies, the concerned private sco raiain r 

coordTnation with AID and DTEC and AIDcwill drectly isburser
 
funds against the approved documents. For internationaltriate
 
travel,AID canpurchase tickets for investmentisits upon
 
request of the ATI, using standard fly America regulataons.
 

o u t Visas and passport arrangements can be worked by ther 
•""concerned firms, or if necessary, with the assistance of the-

Grantee (DTEC). For the IESC component, AID and IESC will signa standard IESC agreement that wil providethe necessary 
services andIESC will be advanced funds for each consultanc 
upon presentation to AID of a proper invoice. 
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 Adistativ 
 ArrAa 
 ngements~ 
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1.Gnera
 

oranztina rrangemet fo aiiaigpbl c/private

setoiao ubut shou ld aim to strengt 

::!!both. the public a.-' private: sectr and direct 
Pri::::
:cme ,MVinister's :)oint public/privateApolicy sectorguidanceand interagency coordination 

them :whenever 

access :to the : 
committee forwhen necessary* 

-.U.S interests shul be. rersnted in therganizational structure sincea keyobjective of the Pojectis to expand access to US.pmarkets and investors. 

e Fulllment of the ohjstives of this Project requires
that established agencie o the RTG the BOI1 the exFtarquasi apublic agency etheJoint Public/Private Sector Committeel

and the Joint Comittee on lrade, Industry and Banking - each
bncton with increasing ev ectorend dhet ae tort
and particularl the agences that represent it-the 5Thai
Chamber BOa nd tBAt must also play an increasongly effective
role indthe formulaton of RTGpolies andquasipubli agenc their execution.th JinP blPie Setromiee
 

suggests 
tt tldagenciesof the prvate sector that areinvolved# the 

components o Cmih they are responsible and Bhe 

Fure IVA pictures"involvedandthe onterctioshisthe organizations. tha..rrtindicates the 

organizational mechanisms through which they are expected toohave th iin implementation o this Projet. 
nIt in planned that the Prime Mnios er's Joint 

Publc/Privath SectorCo it.ee which is composed of theGovernment's economic ministers and representatives of each key
privatei s e c t o r business organization, will make its exting 
Coordinatingof the Sub-committee responsibleimpantao voe for contiLnuinginthe ofem"ntation oversightthi Project. 

r ThisSuco itee onsists o representatives of the 

private Pecto- businoss organizations and of agencies of the
ING. It is ciaired by the representative of the National
Economic and social Development Board and this ensures that 
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}t e e 33-u~o io • t •i" 'f "he: 

projei::i
... .ct_:are:=:
 
ep re
 !:a to:::ivlve sen ta tive s! of :the :.Thai ivat
 

::.::sectr ,inn,:the effort to accelera te :the irec ted: growth o
 

:::private enterprs inThai land :and :s timulate .investment thm
 
a::: iroritydvlpetaas
nd from abroa 


Smoni th e o componen
' .- -. 'Are ble... 'n o fe rAspons y -and- -:,-t
3each age dvice3 .o 

proectare
 

_-...... to consider operational plans for carr ying out of 
.the. Project as they: are forme prior. to each fiscal-year. 83-87,. 

-:" It is contemplated that the sub-committee will meet- torconsider andto coordinate Project acoities each month, and
 
may call upon the executing agencommt IFCTn the JSCi ATI t
 

ThiChamber, and IESC - quatry (or lessotn orve
arepresentative
fromUSAID is expected tosit with theprivate
with it the progress being made and: poblems encountered.A
 
eSub-committee as an observer. a h
 

U.S. assistance and coordination will beprovided by a
counterpart Public/Prvate eSector Commttee composed of t
 
rprjetativeshrohe U.S. Embassy Economicsracton,
 
Agricultural Attache Office, Commercial Section,: USAID, the

American Chamber of Commerce and the Internatonal Executove 
 -

Service Corps representative in Thailand. This committee has
 
been functioning since early Project design and is chaired by

the Deputy Chief ofecMission. aThecommittee has played and
 
should continue to play an important role in coordnating the
 
activities pin
Thailand of TDP, PRE, OPIC and other U.S .

agencies without local representatves and that have important
 
implications for the private sector program in Thailand.
 

Within USAID, a new office of private enterprised ba
 
being established to monitor the Project. The office initially
 
wil be composed of one U.S. direct hre and one local

-professional withbroad experience in theT aiona sector
 

vand The office will represent AID the U.S.
asecretary. in 

joint contnue todplaylnbimpcontractlng office for all t
 
.grant-financedconsultant assistance under the Project. nitially
 

'--­

:.!:::
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2. Procurement/Contracting Arrangements
 

AID direct contracts are proposed for the consultant
 
assistance because of the need for close liaison with the
 
American Chamber of Commerce, OPIC and the Department of
 
Commerce on the search for potential U.S. business ventures for
 
Thailand plus the need to minimize red tape to the extent
 
possible when dealing with the private sector. Experience has
 
shown that All direct contracts in Thailand can be executed
 
more quickly and administered more effectively than most host 
country contracts, and there is minimal loss of host country 
control if lines of authority are clearly specified in the :_____ 

-----on trac Stnce-con tactots-inva ri-ab y--pre fear-an- AD~-ontract-­5 
to a H.C. contract and because the nature of the work will
 
require providing supplemental services quickly and
 
efficiently, there appear to be clear advantages to having a
 
direct AID contract for the contracts envisioned under the
 
grant (promotional/marketing services and policy studies).
 

B. Impl-.mentation Plan
 

This Project is expected to be carried out over a four
 
year period, beginning FY 83 until FY 87. This time period

corresponds to the last four years of the Fifth Development
 
Plan and Project targets are geared to the objectives of the
 
Fifth Plan.
 

The first year of the Project will commence after
 
initial Conditions Precedent are met and will be devoted
 
primarily to setting up the administrative arrangements for the
 
Project and hiring/mobilizing the necessary consultant
 
assistant. Experience has shown that it often takes a year or
 
longer to develop proposals, advertise, select, negotiate and
 
contract with consultant firms. Other first year activities
 
will include developing and approving the counterpart budgets

for BOI operations in FY 83, and planning necessary surveys for
 
promotional campaigns that will be initiated in FY 84. (Some

planning studies and/or workshops may be financed in the first
 
year.) Selection of U.S. business organizations to counterpart

ATI and finalization of plans for cooperative arrangements
 
should also be accomplished In Project year one. Selection of
 
major policy issues for FY 83 and consultants to analyze them
 

, should be completed, along with the selection of staff. 
(Figure IV.B shows the general implementation plan for each of 
these components. 
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In year 2 (FY 84) Project implementation will begin in 
S 	 earnest. Opportunity surveys will be initiated by the BOI for 

attractive business opportunities in'Thailand that conform to 
structural adjustment objectives, and marketing surveys for
U.S. firms that have interests in priority activities already

identified (e.g. Seeds fruit/vegetable processing,

cashew/peanut processing and marketing etc per Annex IV) will
 
be initiated by the BOI consultant. A promotional campaign

plan will be developed and the first targetted promotion

campaign will be carried out for the selected Agroindustry
opportuni ties.
 

---------.-.. Simu1-Ztane-ously,-but-, independently oftheabove, thie
 
first policy analysis studies will be initiated by the JSC
 
secretariate and issues for future analysis will be planned. 

During year 1, the ATI should have completed
arrangements with a U.S. counterpart organization for the first
 
industry club visits, and the first visits are planned for
 
early in year 2. Two visits per year (plus associated seminars
 
and 	related activities) are planned for the final three years

of the Project.
 

The other two Project elements, the IFCT credit
 
support component and IESC technical assistance for
 
small/medium-sized firms, are likely to start prior to the
 
above elements since procedures and administrative
 
arrangements are already well established for these
 
components. IFCT has a long history of dealing with donors
 
such as IBRD, ADB, OECF and is well-managed and staffed. It is
 
expected that the first loans and special fund activities under
 
the Project can be initiated in year 1 for small/medium-sized

firms and completed early in year 2. Similarly, the local IESC
 
office has been adept at locating firms interested in their
 
assistance and IESC is expected to be screening applicants for

Project assistance even before AID and IESC can sign an
 
Agreement. The first IESC consultants accordingly are expected
 
to be working with firms in priority sectors early in Project
 
year I.
 

The above schedule should allow adequate time for the
 
Asia Bureau regional projects to complete arrangements for a
 
U..,. Agroindus ry consultant to assist in resolving any

technical issues related to agroindustry. It is also
 
anticipated th5it the Asia Bureau marketing study will have been
 
cowpleted in tume to help prepare a market campaign plan early 

in year 2.	 

* 
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b. 	Initial Conditions Precedent onder the Loan
 

(1 	 Opinion Of Counsel.
 

(2) 	Borrower's Authorized Representative. 

(3) 	IFCT policies and operational plan for
 
administering the special fund resulting
 
from profits from the Loan.
 

(4) 	 IFCT Policies and operational plan for
 
administering the Loan including
---- -r teria-to -be-applid..and-,procedures-'l ,.--- ,--.- -­
for reviewing authorizing and managing
the subloans associated with the Loan. 

(5) 	Evidence that the borrower has appointed

sufficient staff to administer the 
Project and keep adequate records.
 

(6) 	A plan for quarterly reports to USAID in
the status of the Loan. 

(7) 	A plan for periodic audit of subloans
 
and the special fund.
 

2. 	Conditions Precedent to Disbursements for Specific

Project Activities
 

a. 	Opportunities Marketing Component

(Except for Services of Consultvnts and
 
studies)
 

A complete marketing plan on an annual basis
 
that indicates program objectives target

consumers, opportunities assessment plan,

orgjanizational arrangements and an
implementing plan and schedule showing time
 
frames and responsibilities for major actions.
 

b. 	Strengthening Private Sector Dialogue
 
(Except for services of long-term consultants)
 

(1) 	 Policy objectives and organizational
 
arrangements for this component.
 

(2) 	On an annual basis, priority policy

issues to be scheduled during the
 
subsequent year along with an annual
 



, . 

financial plant including expected
 
expenditures and private sector
 
contribu tion. 

c. 	Establish Linkages between Thai/US Private 
Sectors 

(1) 	 Policy objectives~ and organizational 
arrangements for' this project component, 
on the Thai Side. 

(2) Evidence that a suitable U.S. 
counterpart organization will provide 
necessary liaison function in the U.S., 

(3) On an annual basis, plan of action and 
financial plan for each succeeding year. 

Covenants 

1. The Jorrower/Grantee agree to involve the National 
Environmental Board in monitoring the Project activities to 
ensure that any potential negative environmental effects of the 
Project are minimized. 

2. The Government and AID agree on the importance of 
having new facilities and an improved program for investment 
promotion. Tihe Government accordingly will make every effort 
to address these problems during this Projects life. 
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ANNEX I.
 

PID APPROVAL CABLE
 

VZD,CES A3502?SC681
 
* 	 HR R'UMTE< 

IF RUEH1C #9830/01 3581505 
ZNR UUUUU ZZI); 24 DEC 81 

* 	 R 2413107 DEC: 81 TOR: 1506
 
FM SEOSTATE VASHDC 
 CN: 01341
 
TO AMEMBASSY BANGKOK 6810-11 
 CHARGE: AID 4
 
BT INFO ECCN CHRON
 

AIDAC 

E.O. 12065: N/A 

TAGS:
 

SUBJECT: PRIVATE SECTOR IN DEVELOPMENT PID (493-0329)
 

REF: BANGKOi 58699
 

1. SUMMARY. 
 ASIA PROJECT ADVISORY COMMITTEE (APA'.C) MET ON
 
OCTOBER 29 AtaD REVIEWED SO F T PID WITH REPRESENTATIVES FROM
 
PRE, OPIC, CCMMERCE AND OTHER OFFICES ATTENDING. APAC APPROVED
 
THE PID, ALTIOUGH NUMBER OF QUESTIONS REMAIN. IN COMPLETING PP
 
DESIGN 	USAID SHOULD:
 

(A) 
MAKE FUIL USE OF RESULTS OF PRE RECONNAISSANCE TEAM VISIT
 
NOW SCHEDULE[ FOR EARLY FEBRUARY.
 

(B) USE TO YAXIMUM EXTENT EXPERIENCE OF WSH PRIVATE SECTOR
 
EFFORTS IN TI AILAND AND AT OTHER AID COUNTRY POSTS; AND
 

(C) 
FULLY ItFORM AII)/W DURING DESIGN PROCESS ON STATUS OF
 
ISSUES RAISEL AT APAC AS 
WELL AS THOSE IDENTIFIED IN PID.
 
BECAUSE OF NI-NNESS OF PROJECT AREA AND COMPLEXITY OF SOME
 
ISSUES, AID/V~ WILL NEED TO RETAIN PROJECT AUTHORIZATION
 
AUTHORITY. LND SUMMARY.
 

.2. APAC APPL~AUDS USAID'S, INITIATVE IN PURSUING SO QUICKLY AND

IN SUCH A DETERMINED WAY THIS ADMINISTRATION'S PRIVATE SECTOR

EMPHASIS. WE~ ARE ALSO HEARTENED BY THE STRONG INTEREST SHOWN
 
SO FAR 	BY DR. SNOHl, NESDB DIRECTOR GENERAL, AND OTHER S,.NIOR

RTG OFFICIALt; IN NOT ONLY A GREATER ROLE FOR PRIVATE SECTOR IN

NATION'S DEVI-LOPMENT BUT PARTICULARLY IN INCREASED U.S. PRIVATE
 
SECTOR PARTIC'IPATION, PRE RECONNAISSANCE TEAM VISIT IN LARLY
 
FEBRUARY SHOULD PROVIDE FURTHER IMPETUS 
IN THIS REGARD AND

RESULTS SHOULD BE TAKEN INTO ACCOUNT IN EVENTUAL PROJECT DESIGN.
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3. APAC NOTED)THAT USAID HAS WORKED RAPIDLY ON THIS NEW
 
PROJECT PROPOSAL, AN AREA IN WHICH AID HAS ONLY LIMITED RECENT
 
EXPERIENCE. AS A RESULT, PROJECT AS PROPOSED IN PID APPEARS TO
 
BE ;MORE GENERAL AND PRELIMINARY THAN WHAT IS NORMALLY DESIRED.
 
USAI ' WILL THEREFORE HAVE TO SHARPEN PROJECT GOAL AND PURPOSE
 
IN D&FINING.NbTURE OF PROBLEM AND PRECISELY WHAT WE PROPOSE TO
 
DO ABOUT IT, LIMITING PROJECT FOCUS TO WHAT THAIS ARE MOST
 
INTERESTED IN (E.G. INDUSTRIAL STRATEGY, MANAGEMENT
 
DEVELOPMENT) AND TO THOSE ACTIVITIES MORE MANAGEABLE IN TERMS
 
OF WHAT AID CAN REALISTICALLY EXPECT TO ACHIEVE. IN THIS
 
REGARD, WE ARE SURE USAID IS ALREADY CONSIDERING THIS BUT WE
 

I WISH TO EMPHASIZE VALUE OF LESSONS LEARNED FROM PRIVATE SECTOR 
-EFFORTS-I N-THIILAND- (E.G r,-ADAMS [I NTERNAT-IONAL ,p-NIKE) -AS,-WELL ----
AS EXPERIENCE OF OTHER COUNTRIES (E.G. TAIWAN, KOREA) WHICH
 
HAVE ALREADY PASSED THROUGH THIS STAGE OF DEVELOPMENT AND WHERE
 
AiD ASSISTANCE WAS VERY INSTRUMENTAL IN PROCESS OF PRIVATE
 
SECTOR DEVELOP.4ENT. 

4. WITH REGARD TO AID PROJECT FUNDING, WE STILL HAVE A PROBLEM
 
WITH THE AVAILABILITY OF GRANT FUNDING (EVEN THOUGH RECENT
 
APPI OPRIATION REDUCES LOAN FLOOR TO THIRTY PERCENT).
 
THEREFORE, USAID SHOULD HAVE NO ILLUSIONS THAT GRANT FUNDING
 
CAN BE MADE AVAILABLE FOR THIS PROJECT AND USAID NEEDS TO
 
CONTINUE USING AS TARGET, SAY, SEVENTY FIVE PERCENT LOAN
 
FUNDING FOR OVERALL THAI PROGRAM.
 

5. IN ADDITICN, AID/W IS CONCERNED THAT SINCE THE PROJECT
 
PROPOSES TO INTERVENE IN OR FACILITATE PROFIT-MAKING VENTURES,
 
THE COST OF THIS INTERVENTION SHOULD NOT BE SUBSIDIZED ENTIRELY
 
BY USC. USE CF LOAN MONIES WOULD REQUIRE FINANCIAL
 
PARTICIPATION BY RTG AND AT LEAST IMPLICITLY, SHARING OF THE
 
COSTS OF SUBSIDIES. SINCE AID LOAN TERMS ARE HIGHLY
 
CONCESSIONAL, APAC FELT THAT LOAN FINANCING WOULD BE USEFUL
 
MINIMUM TEST OF RTG COMMITMENT TO PROPOSED PROJECT ACTIVITIES.
 

6. FOR YOUR INFORMATION, APAC REVIEW OF RECENT INDONESIA PID 
LED TO APPROVAL OF LOAN FINANCED PROJECT PROPOSAL WITH DOOR 
LEFT OPEN FOR POSSIBLE SMALL GRANT COMPONENT. THIS MAY BE 
OPTION IF USA]D CAN !RESENT CLEAR JUSTIFICATION. THIS WOULD, 
OF COURSE, INVOLVE SPLIT FINANCING WHICH MAY OR MAY N)T BE 
PROBLEM AT MI!SION LlEVEL. IN ANY EVENT, USAID SHOULD BE 
EXTREMELY WAR'. OF DESIGNING PROJECT ON ASSUMPTION OF GRANT 
FINANCING AND MATTER SHOULD BE RESOLVED WITH RTG AND WITH AID/W 
PRIOR TO PP COM'PLETION AND SUBMISSION, 

7. RLGARDING STAFFING, AS UASID KNOWS, AID/W HAS INCREASED
 
POSITION AUTHORIZATION TO ADD ONE PROJECT DEVELOPMENT OFFICER
 
WHO CAI WORY.0N PRIVATE SECTOR INITIATIVES. RECRUITMENT
 
UNDERWAY AND "E WILL ADVISE ASAP.
 



.i::TO !PROVIDE ONEHIALF OR DOLS SIXTY THOUSAND: TO :HELP FINANCEPROJECT DESIG COSTS. -WE WILL WORK :OUT WITH PRE INECESSARY >: 

WHOSE, AC'IVITIES APERTO PARALLEL, THOSE PROPOSED: INPROJECmT,: : 
SWILL BE COORDINATED. IN THIS: REGARD USAI'D SHOULD /INCORPORATE.:, 

FIDNS: OF P'.E TEAM VISIT N SUBSEQUENT! MISSIONS ANDKEPUTO PR:S
OIDEALON-AFODO
ADV IS E D .' :" -. SXYTOANTOHLFNNC -: , % .: - i . -. .
10. APAC APPNOVES THIS PID. GIVENTENTATINVENATURE 

1::":,IOF SOME ASPECTS OF PROJ ECTA.DII-FACT.-THAT--.WE, ARE_-STILL-,WORK I NG,.. 
- T' MANY OF THESE ISSUES IN THIS NE AREA OF 
S T A T US R EPO R T S F R O M U S A I D D U RI N G PR O J E C T D E S I G N N S":ACTIVITY,: WE 41ISH TO MAINTAIN CONTINUING P R O C E S S  U S A I D DIALOGUEwWTPEIODIC: 

O ALSS WCABLE
ASAP SCOPE OF WORKFOR PDSPRE FUNDED .
CONSULTANTS. FINALLY, PLEASE ADVISE OF ANY ASSISTANCE NEDED 
HFROSVBUREAU AND PRE THROUGHOUT DESIGN OF THIS PROJECT. HAIG 

#9830 

NHWEVER, 

:i. 



____ 

Eeasunse ,to issues Raised in PID Approval Cable, 
and OtHe Communications from AID
 

I 	~e oSa~nPoetOjcie and Focus on 
___it ha onen More aaeble by AID - Cable,, 

Tho Pro~ject's focus has been narrowed to emphasize

assisting t~e RTG attract business ventures to priority
development sectors, U-rengthening the dialogue between the 
Thai private-public sectors, and facilitating U.S.-Thai private
 
sector .linkages~ A tahia-si.tneaaup ,t_ 
program studiea componeant will be utilized to facilitate 
small/mediur sized entorprise participation in this process,
but this type of aesiotance is not seen as necessary for large 
ventures. -he Project outputs focus on encouraging business 
ventures to invest and apply business skitls to resolving 
development problems, a*nd the Project no longer includes 
downstream "hand-holdinq" for committed investors. Most 
private sector firms nuither need nor desire such involvement 
by the public sector. 

The Project's emphanis on front-end activities
 
parallela the RTG' own perception of its primary role with 
respect to the private sector; to idontify and promote
appropriate businci-s v ntures, to provide necessary incentives 
for priority bu- noeseo and to provide an attractive business 
climate throogh an appropriate and stable policy and regulatory
envi ronmeont. 

Prreoc, i nput., are limitod primarily to technical 
4,!oistance )nd ioc)ated surveys/idies and thus are quite
manageable ty the two tull-time employees who will represent
AID's intereit., on the Project. 

2~. Pro )1(- with P~Ai b~lity of' Graint Funding# Cable 

Uf{A11i/Thail id {is placed highest priority on this 
Project'u a-:euv to available grant funds. The proposed
financial piin x:pr~vt tt. a viable comptomise on a loan/gLant
split4 

3 	 nfrt 51Jutd 1 Coordinated with OPIC, 

of.'r" mphi&tit wait placod on such coordination duringPr.,ou3 c U~n 



a) The OPIC mission during July 1982, was planned in 
conjunction with the Project's focus on the 
Agribusiness and Electronics sectors and planning 
tor this mission benefittud from the Project
')ranizational structure on both the U.S. and 

Y.I~ai s~ides. 

(b) 'tie rtoqional TDP represent~ative has had 
.,ignificant input Project design and itis 
Expected that TDP will finance at least some 
easibility, studies identified under the Project

that r ,oet their criteria. ....--­

(c) I'uch of the Project's frawework was designed
curiny.the PR. reconnaissance team's visit during
 
February, 1982, and PRE financed much of 
the
consultant assistance to finalize his proposal.
}'RE and USA1-" bilateral efforts will be 
complementary. 

Complexity 

Paragr fl 3
 

4, -roject and Administration, Cable 

This lrojec,- -is oerhaps the least complex of any

current AID prrject in Thailand,, It is focused on the agencies
 
of the IT the% are ('entral to the stimulation of private

investment, It not
does involve any construction or offshore
 
goons procurement thit often impose heavy burdens on
implemTienting a%1nc1ei All necessary coordination may be done

in Bangkok and not t.t reqional, provincial and local levels as,

is necessary with wany Al) projects. Components are
 
independent anc co i',( . lovo to he Inpl.enented in close concert
 

anothe- - lvel.with one excr'.pt 'it -. policy The administrative 
. tructure s co1 p)acy inu hasec on existing systems and 
:otterns .Phe DrojI :t i- e!iLnently doable and has sufficient
 
W•pport from tn,, ht,;i.Jr }vels of both the RTG and Thai
 
?rivate sector o stuccped"
 

$. c o.C"roject ConstraintsNituro 

The PrI e Ct Locu;,es t;n the reduction of constraints 
tdontifieo by niero, cnnot.ntants to the Thai Government as
restricting prian- 1"';t , invol.vement iii achieving basic
iational ohjoct vs, o reqional development, increased 
mployment, dec eat3e,( traode dor~icits. Thoqo constraints are as
toI ow,: 
 (1) i ducoatQ knowledqe by foreign businesses' of

)ppOrt nitio TPhi i on~znd by Thai iuvoqtors of sources of
i d 

.xport markets, appopriat, technology and expertise; this is
)articularly relevant in vvow of thelint.nr compotition for 

http:ht,;i.Jr
http:excr'.pt


Ok- ia ea ( :4, 4 '4- I::44~'4 . C i 

foma io rofacompara~tilvely- e ........
inefficient,p lce th thave favoe 4bstitution-orincapi'talintensive, imp 


-rial base -du.ce rite r on 

private sectior wealtfh ad power ::in a !conoentratii. in :of local. gr i n eof 

tyo ial(e te rnusit er;:estirict '-he growth {ande
rdevelopmentsectors; (4)generally, poorcomunic2)eon o
 

the public and private seac forsici of an atiely
 
reovi e bther c)nsterand and incr e t ncerta nty that 

prnvte latein prea te eo webhanow clia. 

ocesry pomunicaind busineesad eelpent seto rket(4andy rupsl trendin tonopeoatilesl nurmhler oindclustiesws ay cionertionsterpuic iadepquate transortion ahnc 

roeover ohe indstries (q.itand
inceaesabe cain tha
 

mutface in the businecs oimte ntrprivaooteu e arotin andrea eany of aes Te etrepre sinly laborthe lct 
of theiThre mareria requireasns wmorevet~ent desn't ;" 

ofTheer awmtrial reroui remens. wyMreveteen oes' 

takiepatide the Baingo willarnderthi project whenever viable 

options are identie ty 
intensive. Such indus3tries be-given priority 
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RestructureThailands.
r 'Otdef deq reafrom .Rs~tuotre haiands 1 Trde efiit ecrase frmeconomtic growth to 	reduce trade 6.2% ot GOP to 4.5% of GDP.deficits as &percent of GDP
and reduce unemployment# 2. Manufacturing employmtent to
Partiuarly outside of Bangkok, %:ndib anoannua, rate of at 

ast6s (
percent) 
3. Rate of growth 	 at emloyment
in are n
inaes utsid ofBangkok area. 

Pu00 PuWa~d (JO-1) 	 Coed s *o.alWite pooboLo
Edolis~aos..044" WOO (30.2) 

Imroothciat fr1n . Private firs at all alts
arlmpao rivethe liat foad providing now Investments forr4Y lerate the browth of ..... priority development sectors.
irvate t 4a business ventures 

4nPn)rt develod 
 mnt ctoa s Increased flow of technology,eJaprt e L tNted natural + market linkages and management
nratont
e, based. .tis ar improvements from U.S. private 

-tiltvd nreoasoutside sector to Thai private sactor inpartank in 	 a d 
 priority development sectors, 


I. Improved investment olmate 
reflected by better tax and 
incentive structure for businesses 
In priority development sectors.
 

1:.: .' k~r promotional .a) W. Ten Investment surveys~ direored at 4ttrAotjrf. Conducted (b) Three Investment 
irvat enterprise partitipa- campaigns cMducted. 
tic, in Prloritly developent

* ~n~ra,2. 	 M~inimum of 20 studies ben 
an 
 -acted "pol. for private sector 

fttazlah an f related policy.cfeotive 

i^111CV anAlysis Unit for

Pollic/prvate sector issues. S.iIndustry group visit*/ 

I- establ-sh linkages6 between seia ,
 
in estaqrouPs In Thailand 4. Loans msade for $4,2 million and
ad U.S. tar priority indue ries 
 credit supPort program In operation. 

4. Cr#4it Ou:poit 	program for 5. Aj~prajslma.ei 5 oonsultaes
businiee 	 arrajed tAIr 


fector Patrticpation i priority
 

rr ls/tood 	 , fe litating private 

1. 	 IFt5 providing assistance development concerns, 
r*taail firms desiring to

.4pand of,begin new operations 
iopriori~ty sectors. 

4~w fihn 	 lemake Teogo (T1pe and awso 

R sweatoae!arion fi F, 10410 PP bu4jet fot detail. 

yli , !till* fUrd,
i, 41A 

ANAI0 IIFCT 

(AA-))e 

MCO and bank 

of Thailand
 
reports. 

-

(114) 

I.bank ofThailand and
boardat Invest-

ment report$, 


2. Pro)*ct
Ivaluatbons, 


, 3O5.d ofeToadd 

of Thai Induetrie 
reports. 

.- Project 
ro eco 


roports/records, 


2.ZValuations.
 

CIw) 


Project Aeoas. 

of	 iih p 

AT 

ne 

O. Importa of petroleum
 
continue to decreaelit
 
Other resources tapped.
 

2. Free enterprise
plce anandwtPoiium g mainte wontroh
 
m g c l .
 
3. Government will con­
tinukokeara
to provide priority
attention to effort to 

i).prove-investment
 
climate and promote 
private Investment. 

0eaem~ib~wq~e54) 

-Adequate numbers atattractive Investment areas
and potential investors
 
avaitable,
 

- ICRD struotural 
adjustment loan implepAwted 
as planned, 

-lT/private sector 
rlati dt etor 

re ations do net e te.
 

AvaA puias, wo (D.4)
 

As related to Inpvta)
 

http:Aj~prajslma.ei


..... ... 
 3333nT 3 nme rc .... ." .
3 3.. .. 

;:"' !'':"": " :I ni Attracting.-Forei n ,Investments:. ?ii 

T:ii:-ha
iland's ::investment-climate based: on the 	Government,'si: . :statements alone that foreign investment is welcome. :The~ywill :!-also seek out the speci, Ics of the bus ine ss e n vi ronm e n t:, an d
 ,
 

)r %regard,: whi le -somel corrective actlions :have been taken in .the/i.I 
 :.'!
 
___,____recent._ pas.t,.- ther-= a re~ sti---many-areas whe re h ng s are ­

'
more :foreign investment ::i .
 .. 	 i.
 
.... 	 . Perhas most 
 mportan tly 	 the uncertainy,under whi c
 

priv te investors currntly,operate must be reduced 

The evaluation of all investment opportunities

incorporates .an assessment of risk and uncertainty in
light of the anticipated return on. investment.
Investors ao not necessartily avoid risk but will~~compac'e the expected return with the assessed, risk to 
deterinine whether investmentan 	 is feasible. This is 
not true of uncertainty, which in effect causes risks_

to be unknown. Most. investors.tend to avoid
:ii~i 	 uncertainty wherever possible, and this isi" 	 particutlarly true of those 'investing:in foreign

countries where the environment is not well known. In
-this
i " regard, Government actions which frequently


chay( the "%LeSof-the game" or invest... hgh dgreo,
-	 ~~of
di~icretionary decision-making authority in the-
Sbu 	 ...
reaticracy are particularly cuefouncertainty. -

" : 2. ..A s~~ ._..Government_ policy toward foreign: invest-merit 

is r e ui roe " "
 
Tho G,vornment claims, that it has a policy of 

.ecr~nforeigners and foreign 	 investment.. However,.
~~tho 	 aj~plicition of law and regulations are :
~admin!-,terea 	 by various Ministries and Departmenti 	 i 
" : 	 wOrkrS cuite contrary to this stated :policy.
r 	 Until all
~echelorls 	 o? Government pull together toward a common:':.....: poli c,. an,.demonstrate that policy, 	by their actions, 
....S.be the roeiizeo.
full potential for investment in Thailand will not
 



3. 	 The (Covernrnent needs to move more promptly in
 
approving and promoting major business ventures
 

The reputation for this malaise in moving major
project forward has seriously affected Thailand's 
ircputation, Time is money. in many cases, by the 
time Government makes a decision inflation has caused 
projects to exceed the investment originally 
contemplated, and the feasibility study and details of 
the projct have to be revised. If prompt decision is 
then not made, the same process of revision must be 
repeated, Investors involved with or witnessing this 

sdecision-makin process y.mu star 
invest:. 

4. 	Tax rites and other incentives must be competitive
 
with Aber countries
 

Altho~ich thore was role back of corporate tax rates in 
1981, a further reduction of taxes is called for to be 
more .,ompetitive with rates charged by other counries 
in th area, Comparative tax rates and other 
investment incentives are prime considerations when 
potential investors weigh the merits of investing in
 
competing nations. 

5. 	Curre,t Government efforts to eliminate corruption 
need 1-'o be intensified' 

The r,:,putation of corruption does not help Thailand's 
invesrment climate. Many foreign investors, who find 
such iorruption morally repulsive, wasteful of 
econoi. r&elources and a cause of additonal 
tincer::ainty, will simply choose to locate their new 
invest;rientr in other countries rather than subject 
thems, Ives to thic potential risk. 

6. 	 Final ri investment opportunities should be more 
activ Iyj mbted aroad 

The 	 e..;istence and nature of investment opportunities 
must ;e. communicated more actively to corporate 
decis on mcakers outside the country. While the Prime 
minis er' , tripF; to various countries in 1981 were a 
nelpfutl tort, n program for continuing ana 
comprnofenIve follow-up is required, in order to 
qoner-ite iierest oy potential foreign investors. 



___ ___ 

In adaition ito the cJeneral suggestions
are 	 noted above, therespcific areas 
in which the Governmtet.everal should take
aCtion to redice uncertainty or other impedimnts~ to foreigninves tors:
 

l~Pric,_ Controls
 

Existing price controls 

POs 	

and the ever present
of new controls or ther artificialcontrflt 0o profitsarea major deterrentfore ..nvestment. 	 to 

__-
. In the event that theGovernrnt,n aA a s ch- con trols-are 	 -_------­-neoessi-ary 
 they
phoud be temporary in nature, flexible enoughallow for prompt reflection 	 to

of cost increases andestal,,lished at levels to allow an adequate return on
inve.,tmrent.
 

2. tn tootene
 

Busiiacs'e 
 n vi w 
penalties to be 

with concern the revisions enabling
imposed under the provisions of
Section 67 bis and ter ofprovides 	 the Revenue Code, whichfor 	 a.dvance on at~timated earnings.
payment of corporate incoma taxThe 	provisions are difficult
to otserve, 
create problems in interpretation andplace ddn9-rous authority in officials
penal ties 	 to impose
itadvance payments of taxes are
made* tthe fhould be based on 	 to be 

formnu las. specific, predetermined 

in ao lition, Sections 70 bis andLoa4r(' vaelue, 	 76 bis of the Revenuepoorly defined andretrocicro application of 
threaten 

tax 	 liability. in heab9n*(' ("4 clear cutappi -	 interpretationof thete provisions, as to theforei in 	 many potential~iv~t~ors may look elnewhere to invest And-- ope ra t ion . 
: 

in ti - (.fi-­

3. 	 a in ,, 4
 

,rho Hivenu. Departmont 
 to emppnowredwith rotroactiv 	 to reopen casestect. Inbona afid i(£ er ce of 
the evnt that there s a 

o n interpretation

Depamen 	 or the Revenuchanges its interpretation, the period of
retroictivity should he .recucod. 
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ch:and o- a hscaraa unduly lon term It
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nelmaekon,in advaneulyavptunitywbe
 
pgivntor nteresep r Aluseatometinmesnd tomsa
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ac !,j: .Hoya.,..)sbn ttirg- " e liable r iLf ica t in" 
,. '-howeOve,r nr practice , eve n obvious change ;in world] ;i 

• :: ::: inally, protr acte dulia ys hava e n exper ie nced iJn:. (:;::
'r'';;'" ... [4 past i:n obt~aining refund iof dop si s ve th u:/;":.: ;..aes-ssmenta niavo. hen finalizod t is hoednthath ::
;:":.:; ;-: ;r ec~ntly announcod adii trai chnges wll 

..... 	 Cl.,ie 30 (2) oj this JLaw, whic~htlimits the annual.
 
salesiproduction increases of certain: foretign
 

.... o~pane:, currently oparatinq b~n Thai land, has been
 
wazVod throogh 1962. .To facilitate the long term
 
plonning: of 
 %iucncompanies, including reinvestment and
nek, inve,,tmert for the expansiion of their facilities,atotas aci , nt ~nhan hecefin izr, I shpdtaon should, ue taken to provide continued long term 
re~ief tram tts provision.

Col- .us on 

In orde ththe investmeort climate, there is an
 
urtjert neeoj co pro ct 
a positive impression that theoCovehnment is r-roacc( tvncommoda bviousw hlne in 
investors. ;eo vaiee nuch positive 	bmpression, the
Government -,oulkl h,- able to dmonstrato thatnood intentions 
caii continu -obc at I 	 t terans Iateod i r, )rcti on And the2no2,Id (jinr tinI-,c record of Governmentcornectverefund 


tr ncreaseoa/prct~ o 	 othe level of rvestments
ThAi 	 foreii fon vtoth h rosulct. othihruld 
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ANNEX IV 

Detailed Economic Analysis
 

A. Private Sector Environment and Characteristics
 

1.Introduction
 

As shown in Table 1, Thailand has enjoyed one of the
 
best growth records among developing countries tin, the past two
 

grew at an annual rate averaging 7.8%. In the face of rapid

population growth (3.2% p.a.), per capita income grew at 4.5%.
 
annually. Ihailand also adjusted relatively well to the oil
 
crisis, witn the volume of exports increasing at 14% between
 
1973-78, twice as fast as in the earlier period. 
.Despite
 
growth in manufactures primarily directed at import

substitution, imports also grew rapidly over this period, with
 
imnport values rising especially rapidly after the jump in
 
petroleum prices. The trade deficit grew over the period,

especially atter 1973 when the disappearance of foreign
 
exchange earnings related to the Vietnam War reduced the.
 
off-betting surplus in tne services account. With market
 
re_,.,triction:-; inhibiting further growth in some of the leading

Exports oL recent years, the current account deficit ri.sing to
 
5% of GDP, high interest rates abroad encouraging an outflow of
 
capital, and external ciebt rising rapidly in addition, the RTC,
has been forced to undertake a series of measures to adjust the 
economy. qhese have included devaluatlion of the baht in .I, I g ;!? ! 

mid-19b1 and the development of a board range of tariff, tax
 
ann administrative policy changes, a program satisfying the
 
rationalization norms that will enable Thailand to secure
 
substantial general import financing under the World Bank
 
Structural Adjustment Loan program.
 

Wtat is especially important in this history, for the
 
purposes of tnis Project proposal, is the central role played
 

economic development. The HTG has maintained a private
 
enterprise, open marke,,t economy, withimited government

inervention although there has been a long history at the same
 
time of- clo,:;e involvement of senior government individuals, in
their pesnlcapacity (enhanced of course by their
 
ponitions), it)many private trad~ing and manufacturing
 
ventures. conflict of interest and other aspects of the
 
rolations botween political. and civil service officials and the
 

<~private t~ector are viewed quite differently ini Thailand (as is
 
the case in n,any developing countrios) cn.npared with the norms
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Table 1
 

Growth Indicators 1968-78, % Per Annum
 

Philip- Indo- Sri-

Thailand pines Malaysia Egyt nesia Lanka
 

Agricu itu ral
 
Value Added 4.8 4.6 5.0 3.1 4.2 1.9 

Manu fac tu re rs 
Va]ue Added 11.8 6.9 12.3 7.1 11.9 2.7 

(,UP 7.2 6.0 7.5 6.2 8.0 3.4
 

('DP Per Cariti 4.1 3.1 4.6 4.0 6.1 1.6
 

Exports / 
(C'( rr n t. 
LJOl ars) 23.2 17.9 12.8 11.8 40.8 9.8 

: .nu tac tu red 

Exporrt 35.8 37.5 25.0 12.1 37.4 42.1 

i/ 1968-77. 

Sou rce : IBRD World Tables 
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in the U.S. That these norms in Thailand have not been
 
seriously iniiibiting factors to the expansion and operation of
 
the private secto:r, occasional instances aside, is evident in 
the growth record of the Thai economy and the role the private
 
sector has played in generating that growth.
 

The Thai Government's direct involvement in industry
 
has been limited and diminishing in importance. The RTG began
 
to establish light manufacturing enterprises in the 1930s.
 
These firms were under the control of various ministries and
 
had a history of losses that had to be covered by budget

subventi ons:,..the__19 50s-. the .RTG-fou nd. Ltsel f.i n-theosi.ti 
of having to bail out a quasi-public diversified manufacturing 
venture that was ill-conceived, the largest white elephant the 
RITC had encountered in its effort to move directly into 
industrial investment. Since then government has entered into 
very few enterprises directly, and has been declining in 
importance a!3 a factor in industrial ownership. Current
 
.ndustrial policy includes guarantees against government 
entering into production of any items manufactured by firms 
recc ivlng promoted status from the Board of Investment.
 

It is clear from the public policy papers of the
 
National Economic and Social Development Board (NESDB) that the
 
planning authorities have a sober view of the shortcomings in 
t"le generally satisfactory record of Thai economic growth, and
 
ot the measures that need to be pursued to correct some of 
Lhege problers. With respect to the composition of private
investment in recent years, NESOB has recognized that the 
,nv-stment promotion policies of the RTG, lacking a deliberate
 
-trategy appropriate to the country's factor endowment,
 
res.ilted In -he 9rowth of import substitution manufacturing
 
behtnd protectivt barriers. Such import substitution was in
 
many hreas uncompetitive at world market prices and was heading 
in the direc ton of 3addLing Thailand with high-cost production
in *ts that, as protected inputs into export industries, 
woL,.d render the latter unable to compete without a whole
 
.,ystem of export subsidilus,. Acting before this problem became
 
0 mtjor draq on export. growth, the RG has begun to restructure 
the incentive sy,;tem in a manner deliberately aimed at
 
- the export orientation of future industrial
otr.,nqtheninj 

investment aid it. cost competitiveness.
 

2. Sectoral Characteristics 

Ir [960 the manufacturing Hfctor contributed a minor 
pc~r oo 'A-iand'r (.DP (nly 1'3%) and employoed only34%o

lotonor tcfc.. ift was lavgely divoted to the basic 
-proIebinq{ agricultural commodities such as rice, kenaf and 
siava aon othr products. Import substitution in light 

http:n-theosi.ti


in4Pe 4 wit constucttin materis. Wle Th i
 

has. long ha avigorous -ent:repreneu rial clss '...reltvyuni 
.-ecently i ias .focused ?lar:gel on,tr ading ratherthan. / :i J.i: 

d n
J~assocaria 3 ith much .of the maufcturing iclosely
 
asocatd :h the: tradinhg and exotof r U tural
agrlthireque somei
 

becoe trda;.e :or: exportable gods
 
-~Io n go e laste decodend a ha f manufacturing as, grown
 
Uinutl i of anufasturin prdclonlyth
wisthh
thsgothe
i-fasterthan any other ector. Astat msultthe hire Tan .. 
domsicatewt th ntraimadport tio grcsuraseefactu i GDP rose rom 15% nai968 atohr thn1 

on high Levels ection, but on
mnot qfipr ta pr osngtof
 

balance of p,tymeits :impact of. the 1973 oil price rise, :the RTG , :"'
 

beport substtutioneprtae goods.be
 
uno ita hailand This policy is being
etmandfacture in uf 


• overhauled n~w under the realization that import substitutionhas run its ourse and thatfurther investmenthi o highlyshare 

mrotective i icentve structure would undermine Thailand's
 

development ,n the long run. At the same time however,... 
non-resource based manufactured expo the also been grow 
a developmen obasea on competitive domesti labor costs and 

Sgovernment ecouragement. (eeotable 2.)Fuelng ces ase 
viorous pervormnceo was an apparent hgh levelof investment
 
canufactuing re investment as a whole averaged aboutthe
 
18of GDP dring the 1970s. t 93 lr is h T
 

i ii Cu rre nt Pri posl 

Primary 97.8 80.5subst7tut60n 47u3 be 

fite manufacturei
2 


v~er edi nIr yt u th ra i 

h/ Projecteii r u n"Td "etu 


nourcesouie, SAL iraft redpot expor. h asbengoi
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At tis early stag~e in the development of a modern 
nmanUfacturinq sector in Thailand, it still retains fairly 
ispecialized charact~aristics. As shown in Table 3, production 
cl1osely related to primary products comprises nearly half of 
manufacturinc value added, of which processed food, beverages 
and tobacco contribute 35%. The second most important group is 

Table 3
 

manufacturing Structure 

Share in GDP (%) 
-- 9 7­--- 9 91 

processed goods, beverages, tobacco 42.9 
35.1 
,extiles, apparol 11.3 17.4 
Chemicals, petroleum 13.6 12.2 
Irrnnport equipment 5.9 9.0 
tA ther, woct, turnitureo paper, printing 8.8 
46chntry 1.9 1.5 

. equipment 
tther 

1&.4 1.8 
14.2 16.5 

100.0 100.0
 

o-rc IBR.) klackcjround Papers..... 

x=ti.es an: apparel which hau beneftted from the movement of 
oxtile inv;tmont trom nearby countries that wore blocked from 
lurther oxpnsion of their exporta to the EEC. Thailand now 
tacvat the ie consttraint. Much of the manufacturing consists 
.t proauctkc~i of inal consumer 9oodu (including automobiles) 
S+ tbauod on Lmportud materials and intermediate gooda. The 
S dtol yooci an intrmediate goods industies aro still 

r Smafl ijn( r+edtum-scale enterprisea make up a large 
tr otion of te rnuifcturinq sector, with 95% of all firms 
i 4Zoyt~n9 te r than 50 pNople. Production of the small and 
;iu m-* e fir. iz tad to b- increasing faster than is the 

t of LtIt laaiqer entorprisos. Manufacturing is highly 
nctntrateO tn ,nd aroond Bangkok - 72% of all manufacturing 

+tmp1nym-nt, inn iouqhly three ,quarters of manufacturing 
........* dd d (4a 4) 



Bago 37.3-'31.7 

No t 6. 11.1,7*1 

Sot 

. . .... . ................ 
5.45. 

0-o--­

: Source,:- NS DI~a...earbook of L;abor iStatist.:. .::::ics 1977;/i.;: i - ; 
:i_:. ::Certain factors stand out as •accounting for or 

characterizing th dynamic growth of manufacturing in the pfw yoas and provideV guidelines -for the path of investmenta 
manufacturing growth in the years immediately ahead3 

(1) Forward linkages offer important opportunities 
.,or export and new,, entry ito mu facgu ring; exports of :'
processed agricultural commodities hath, withmany new entrants 

intorprocessing coming from the. pool :of entrep|reneurs engaged _ i' 

in the trading of the same items :(e',g.:feed mills haver beenintegrating forward into poultry and other livestock) . 
Thailnd is notat to o 

;: -

anufactured products under a Thai reputation except forsome 
Cpecialitem lik silk and out s. iutsmainly exporting

tandard ite s or products sod to foreign buyer specifications
fur sale under the foreign brand (canned pinea of li t a.d 

ufupormarket chains as house brands im anmoutstandng current 

the example.Thisir; no surprsing. :It, represents: adulcto(1ofexperience of Korean export growth. o r i 

(3) In virtually all potential manufactured exports 

Thailand is still: a small supplier,, and should not be hampered 
by the quota problems that have restricted growth of some ofits major agricultural commodities, such as cassava. 

...(4) Whi'tj forteioqn investment has been impotnti 
tome asr , it ha,unpen provdng only about 7- of total 
private capital cormation in manufacturing. Much oe this 
invtes tradint hof en in sae form o gloans ather than diroct 
inventment (noarw* hall of loanstn 1975 two-thirds in 978)
it i (interestin dto note that this also parallels the 
fxprlencooe ,outh Koren where the direct inveastment 

~upemarkt cainsashusebrans i an utstndig curen 
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relationship wi L-h foreign tirms has nor been a major source ofeither indusirialfinanco or the flow of technology. According 
t-o an iBRD study, tne technology transfer process that has 
contributed vo ore i's outstanding indstrial growth record has 
relied more on the -,.nformal contacts between K.orean suppliers
and their uxport cwttonmers than on direct foreign management or 
che formal acquisition of technology through licensing 
arrangements 

(5) The economic advantages to the individual 
enterprise ol, locating in or near Bangkok have greatly
outweighed tfhe minor incentives the RT(, has developed to lure.++ inve mme nttn to th+U~ rea- T advAn tages cons + i.Of 

* proximity to the centralized market, finance, transportation
and communication focus of the economy, and the location of RTG
 

l~cision-making.Tie incentives have included small tax and
 
interest rate conce!,sions. (IFCT gives a 1% discount on the 
interest it c harqes on loans to projects located out of
tDangkok, and severaL incentives that reduce profit taxes.)
!,roduction costs ari! generally much hiqher outside the Bangkok 
area estimated at 25t higher in Chiang Mai for example, so that 
enterprises that do locate in rural areas have been found to be 
thot.e that derive substantial cost advantages by being close to
their source of raw material. These enterprises have also 
tended to be own.d *y someone who resides in the local area. 

3. Polcyranework 

Juc t;ing by tne record of private sector investment,
ceployment g owth, and manufacturing output and export growth
oescribed ab'ove, it is apparent that the policy framework for 
the porivate ector, hroadly considerea, han been very
.avorable. nhere have )b(onexceptions in particular industries
(e .g(. - lau nh'(ering has been closed to private enterpises until 
very recentlY) nc thr-e have been problems in implementation
of policy an pirocedures. but viewed overall, the Tnai policy
climate has xetn one of encouragement to private investment,
tncluding fcre Qin inv'stment, and compares favorably with many
other develo-irnq countries. In terms of oase of entry for new 
firms, incluInq 1orei(qn investors, Thailand ranks well above 
Average in t ie uvno~ o the economy. To qualify for the tax 
anou othor be et5 of "proinoted status" granted by the Board of 
Tnvostment, ,he }otential investor munt meet certain criterial 
again, those are not resirictive hy international st:indards. 

iav nq , tais, it s important to lOCUS in the 
:a,+ t~cu l~a a pe t -of po icy tfhat the wt'"" ttsl]f has been 
d.ats~ted ,th, areas +t have reen undeL study oy various 
aupices, aittnq it nPelpinq the IHTG ot+ino i host of revisions 
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in policy to rationalize the framework, reduce distortions, and
in general strengthen the incentive structure in ways that will

improve the efficiency of resource allocation.
 

Investment in Thailand has 
largely involved processing
aomnst i c natural resource products. Asa matter of deliberate
 
~policy the W4'G isanxcious to move Thailand into attracting

$nvestmnnt in other labor intensive industries that are based

outside of Bangkok wherever possible. The competition for

securing suc investments is intense in Asia. With labor costs


Korea and
in 0isinq S0ingapore, and with both these countries
 
and Taiwan attempting to 
change their industrial structures, 

-~- ti ng-4froT,-l owe r-s ki-li -laborrin tens i ve -as sembl y-to-----T----­ihtgher-technology skill-intensive products, Sri Lanka,
Indonesia and Thailand hope to benefit as the next rank of
 ,ow-wage cost countries to which labor-intensive industries

will be attractea. Malaysia and the Philippines are also

competing for these industries,
 

In some respects, Thailand appears less well situated

than 6om of its competitors. Other countries in the 
region

iave either more preaictable policies, or more efficient
(ecision-processes for the granting incentives, or fewer

p.oblems securing land for manufacturing plants, and/or more

cons1istent and coordinated actions of different government
Sagencies bearing on a single project. However, Thailand also
has some relative strengths. Its record of market-oriented 
,cvelpment i,3 long, with no history of ideology or practice
ravoring nationalization, xenophobia much evidentis less than
 
.n 5ome other countries. Constraints on foreign equity ratios
 
or management by ixpatriaten are very limited.
 

Thailano has a utrong comparative advantage over some

(:ourtrLs in lator-intensive products. Manufacturing wages in

ior,. Kong, Singapore, Koro and Taiwan 
 are 4-5 times higher than -, '.hMilan. Wnqe rates in these industrially more advanced
o,,rntrieg arc almost certain to rise compared with Thailand,

-rhee the existence of a large and growing rural labor force

wi .! roterato any prissures for wage increases, and where
 

(ood :reros~tc costs likely to remain low. in 1978, the

i~ed m~anu "cturin9 exports of Hong Kong, Singapore, Korea
.and 7'4atwan 
were 1)O times that of Thailand. With these four
 

" latively iniutrializei -ountries of this region shifting

t~ii trduttrIa" Structuro 
 towards skill-intensivo and 

proaucts, stag, for-ten iv- the is being set Thailandt rtiJ uhstantially, if the RIG pursuos appropriate, policies. 

()n riancr tnre ii clear room for strenqtheninq

It n at r t.'4ct venoss. The RTG ham recognized thin need
 

t veiy a:ttvo teps to iinprovt theLincentive
 



r tt n, f N.-nlss RT1G whi leture I e- of :ilnini qtrat on,
lic.,proce~ss Yi il Lake tunae and may not proceed with equal speed

;n al front,3, it contains one element - a public private 
, ector Joint Standing Cornmitt- - that promises to ensure its 
. on, nuation ano that represents a real innovation in the 
:"..-trinn in whLch the RTG approaches the whole general quection 
of the:; role of,. and its relations to, the private sector (See 

* , ',rinex~V for description).' This committee has facilitated the 
.Public-private sector dialogue process appreciably in recent 
months . 

It has already been noted that the current structure 
,f protection provides more incentive for domestic sae than 
Thor expor r herby inca ngthecost of export production.

3,tructure is being thoroughly overhauled. The tax rebate 
and exemptioo measures administered hy the Board of Investment 
-s part of is investment promotion function are also not very
-ft~c~c•ive for booting manufactured exports, nor is the 
,dmjniitrati )n of th2 whole range of 101 resonsibilities (or
the cooperatlon ot other IM departments with related 
-iuthority) d-emod officent or competitive in timelinoss and 
rfeiabll.lty qith ;imilar services offered in other countries. 
Sh: problems of the BOl and its incentive system have been 
-nt.'niively ;tudi- d by consultants to the Board (under a 
UNO!/B D project). The study contains detailed 
1 (;jciiji~endati)ns for stre2ngthening the 801 and its operations, 
lard the RcTG Ls reviewing these for appropriate action. 

As ioted, the policy of encouraging location of new 
.anuacturinI investment outside of Bangkok and its immediate 
nvirons has had 'ittle impact and the incentivtarl seen to 

<, ndequate4 As the same time the IWrG does not want to 
" ru .ce ai i.cal inc-ntivvs that would seriously dlctort 
:t-ca'on (,*csior-, anu rt.sl in onterprlses that would be 

:vndont or uhzhiier,. RTG har, had qrqat difficulty 
r .. .inq -(! of the issues that will determln0 the 
,*,"'v. IrpmwnL -)t qrwtn p o utside Bangkok, including location 
,I>t ,econd iep-!.ea port, cnd the ralative str(tss On 

ttj,nt ,td i reai ,n various parts of tne country in ,.he fa.:e of 
trh' very la e-scii! developmont that would b- involved in the 

r rIun oard oj4'ox (including naturai gas aset 
jtries) AID'., interest in rural eovelopmont coincidesr 

Wtn 8tTCTU +n r,"rlation 0, in& tr+A arv! treflvsctud this 
Iovlct.in tOo propose(d focw'n on difforqnt aspects of 

+te tjVC d11y nine a jriculture commodity-baeod 
Lnd(stfielocatoO,o 5outcI Of supply, therebyn to 

4'oritriiutLin9 t tnctornu tjtwtzrdtion tor farmtra and creation of 
Mp*y|ment cpnrtunitiet in th-7 ruruil areans. 

http:Iovlct.in
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The ;,TC hai also expressed disatisfaction with the
 
employment generation record of past manufacturing investment.
 
study has shon that industries which are located in rural
 
areas, small icale, and export oriented, tend: to be more
 
labor-intensive than industries producing for import

substitution, These findings have reinforced the policy

conclusion th RTG has come to, on general economic grounds

regarding export orientation and the need to correct incentive
 
oistortions tnat favor capital-intensive, import substitution
 

........ has- noted-tha t-then--RTG amba rkeae o.- ..
 
major overhaul of a whole 
range of policies and administrative
 
processes 
that shape the climate, the ease of doing business,

6nd the return of investment. The overhaul is clearly aimed at
 
strengtheninq Thailand's ability to facilitate investment and
 
othGr husiners involvement targetted on developmental concerns
 
and the rate of investment expansion undertaken by the private

sector withiii this policy framework. The RTG is anxious to
 
strongthen bhtsiness relations with the 
U.S. and is hoping that
 
Aui can assi!t in more actively involving the private sector in
 
iev-lopment and in contrihuting to private sector development

9jerv'rally. The Project activities should be designed to build
 
on this interest, including ways that contr.bute also to the 
m.ision's ow.(rall program objectives in Thailand. At the same 
time, AID's new profile in this perspective will be useful in 
drawing attent.on to some of the general problems of the 
private sector in Thailand, and can continue to provide the 
nasis for nialogue with the RTG on these issues. 

4. Poi ,yImletation 

As nutod above, RTG policy has been steadily moving
towArd ration. lizing tho incentive system and shifting the 
focus from iaLort ubstitution to export promotion.
imp'ementatir t, of these policies, however, will be alfected by
th traditio,t. problems; of the Thai bureaucracy - slow 
.. c.ston-makrnq, scattering of responsibilities, poor
coordination ,imong ciepartments having related responsibilities, 
autonomous at., lit, of department heads to deviate from 
-st. blished palicy or set their own course. These problems
have ilreaay .ffecteu several areas related to new investments 
nciudinq imp rt ind corporate taxation, plant regulation,

qrantinq and tdminitration of incentives. Most recently, the 
i,;.tican Cha, er ol Commerce has been most concerned over
 
instancos of retrrnictive reinterpretation of tax regulations
that ro ;uItt:m in tvipo',itinn of revised higher levels of tax
tsatrInment (o, p~tt arn. In (qeneral the business community

ncotipiinn abr.t tth unpr!cctability of indlvidual department
implemnntatt(r ot roqulItions and thes uncortainty this 

http:attent.on


theinn 

officials, 

r .wih'the, board ofl;InvesmDisstisfJ~lacton 

'ihesupposed ":!one-stop",operationat.... in fac 

oeso n trifrainsriernby t he Goernment o 
,;q p r . 'ho fjU i s & - o s p o e o b m o e e o g ran ti ymrosconl,o inli, whereas in practcth doarmento :::,,n atis .risponaile for administering the-: law towhich: 

tY .h!,tyto[3UT;, ?and -roquo ro thie inves tor' to wok h Ii way:;!' 

"r 

..... ..pr v t ..... .... com.pla ned abotot the proe sois .. .cj'ove rmnt l"p( lcy formsation i n arteas aff[ec tingcommerce= andi:!ndustry.: Li wS art- normally processed through- the 'legislature- ,, nd :reu la t i ns pr(,,nu1(a te d ,withou t bene f it of: any aeyatema tic­public- relvti pror !ia that twou ld onabl,: the pri!vate sector to 
rec opolou hnen asid give gov~rniment the benefit of-tsavieP.wt; hie or,- th~e laws or regulations are issued.

Und~rl~ing these particular comp'aints of poor 
1Tntqr-iction j rocessesi between government and .the :private sector,a ogtrt.dition (if mutual sunpicion, ept heproaLunnections e~idto above, therrt has been a general 
. ssmptton iv the Ibureaucracy that the private sector is 
; sentially xplnttativ,, and] the. role of government is to 

plrtec to Ierpic ainat price mtaniulaton widthe 

unta rni rt i ; heheopparently thoe Ilnerin ng auspicions have 
rot en ltr. , 4g,nrujh to deoter thf% RT"G from adoptin(' an,task a aindax poicyframework broadlyo ncul AIn( Io her vt '?nto rpr-s . bout they orirren f lec ted in 

i n ho itjiti t ;ir') 'of io,,o unior fo t ialsl. 
.ffer ver riitA Io puic ndd rieot4beintor arcogcize 

~,umr~uC~f' 8 -oftorwhenwap in pttc the devpatment 

'ja~en~n~n kityflt if inIra aL(ecin comerc and 

.. 
-: 

" 

"­

: 

.... __ 

;i. .ont-i~p~t o t.;,- implation erivice of govrnment policie 
;nt)spaf f,,rtoi Nor or.implnentaiion o those

"i~thO~ity fU71 ad oquire twoen th. public/pi votehsectors 
hr auio hnieOf th in-f-t iitious concernod. Thesefactor, ae i~cus.-d in detai I in Annox V. 

.i ... Un;. l.. ; ii .... !the-1 r#cla cosplii ts of poo!vtr~tllI 

: rI 6oI h r ould o .* the p v e sctoh t 

-O V18 btiot the ldwit ro Arol to are.is. 



n~nfct~iot u ~ 7$,wile zictwua growth in the decade 

1968-78 dvoriged A.0 a Ycr STiilrly, manufacturing 
employnenL r.)s b,, 10't h,,twe'en 1970-77 (6.3% between 1960-77)f 
compara withi targt ot TVhe annual int.h,, 7.6%. average growth 
volumie of matitc-,ur~d exports between 1968-78 was 20% compared 
with the 15C ta.ry t for next porod. 

A h,'o~id c;urnptiQn of continio domnestic economic 
vigor i6 not eou,,n now*ver to sof~tairi thc~e broad aggregates. 
*"ihe currit vi~ut~t~~ of the pa~it foew yeiars, judged 
"unsutitai.natio" bV 1in, will have to b*e reduced througjh a 

______r 	 fl -:,an~>~Lne i- i e ,tro -- xpz fi 
fand rul irnhyo,; lev-.A), the latter certain to be 'a drag 
on p onin of riwian~turir,(j output Increasing 
ovveqi ca n aid (growth of export, tsl is bringing 

.ncre~jssd i n t, ri tndoncc wi th oxterna~ economic conditions. 
v~h~t~tha tdio that rr'al1 oil prii!r s will not rise much in 
ie next ,i.'t ruppl y aside) is apoli tial. i'iterruptions 
fav' rblo !a,tor tL),*Pore w, th tile !jtjciin placed on the economy 

,,.Urinq tht i-2t ;e ol C(1 xc, hnt itidrfactured growth 
~ormace, t4~ Ltlook tor sluggish revvl1 of the OECD 

oconOTACS c. I,,, h, t orecisely at tho tArjpets this project is 
dc;nCed Lo owd]' ;Ci1Cvf Taking this sloggishneus into 

:~u~ ~'~ 	 uiplicatiirn l'or protectionistac ~$1L~t 
Ta r ao r (no t nmntionMe ) miarkets. to the 

... rt-.ru rV4o ri~nqh world tntret rates and their effect 
o)r . a *f!L ;, ,Qvea--.ntf-o and imv-tinnt) and~ for the growth~v~ 4 pt.i 
(.- ,vternd~~ .r U ,,a ,Kots RTG plannots, have forecasit tagets 
t. 	 ie u i.tic achioivernent levels that would be the 

~t i~ r~ f )a~rc wer4e merelty extrapolatetd. 

Wa f'4 n1 Tpo,.ittv dirgectii-r will be the 
I~tu0C W r incentiveytite othor policy 

l 4

t*oIt ~ ancl 
' j 1n1~dfj:u,1 L-nie t Forocasting in~n p.)roq ra m. 

; tlor111Intr~ p)-worfid -ctornal factors cannot be known# 
~ w~ir*~ b..,ing changed, is clearlyt t~c'rua'ar,: 

v~ry'~z~~ ~In tho judgment ot the IBRD analysts 
Iow.' t1, I:t~ of thv% Thi icoriomy mos'. cloiioly, the 

P~~Ltb *C ~ htow~unly if the RTG carries through 
aoti~tv ilA!;l bei-o u ~t. 	 proqrar , wor .- to delayed or 

o.y way ~ ~~~ the flank tor' soes a balance of 
1~ 	 wh~ti" ft 	 to the poir t -1rowth would be-i~'> 

lo?1*mtt tthat. nroo~fnanc4, of girtififactory 
Pf*1~~~th loWf Of'~rtf fht externalfr - 41 iCLt. 

(~ne8 tr i ,jot 6 lhf s iturn r IA a jutiLmil~~t policy 

fwIt~ trj I J lit ir 	 totI 1!tntqnoid 
'~W~'t~ tn growthi 	 lith past 
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rates will1 " '~io~ icult et-, in arithingtic matter; as 
the base of ih h i -$n wfaturinc1 sector and0 its production 
and export v1Qume, ',rews, :hp absolute amoUnts of increase that
translated i to r ; prr,:entage " ncreases on small beginnings
will decline, 3 : , I itiv,:,, °and the paci of relative growth will 
[ecome more ,iiff'irtLt r sitin reftecting the very success of 
past efforts, 

Thi.' P:o , Io aims to support RTC goals to 
accelerate, t!. i- p',rd.l of industryi The share of the regions
outside Bangtoe a,.o th Central Region in manufacturing output
khas been dro,)pinq a , nufac tu riiig .ivos tme nt has continued to 
-once rtrate tcavi r ir rhr (ulf of hailand and the main 

ansortatin en. ,:oinmuniction hub of the country, even if 
thc. dse'.nOc.,u -ocIti in itself beguni on Barngko have to 
,nuuc more Locat (:;,i tide the oity proper (Between
96-~4 the fir-, ata,,ok and h (0 ntral Region in total 
, VJ I L.K. 7 6, 6 2%). As stressedanut icturin Iru t o 
f wn..r i in t h rper IP :41aaot ine'!ntive for inveR tment in 
rlh Outlying r 4 -.t,wsr i in ttv- economics of location, 

:ost rnere clear dvanta are obtai-nod by citing processing
taci tien ns r s i,,f supply o, 1'.w value-to-volume 
c - d 4 'C r , of this ,ot' Yt on aqrrbusitess, and 

cr tPwr ar, -inc , ,,)o1 to streriqthri it!; promotional 
, t o.' u wil.. meortant,,i t n . tnr .r ,,tore tm for 

trnis objecti , ';,n r6re, nt knowlido of the resource base 
ot these are ;, V, i1 -i,1 l.tie li ihood that regional

v)r~iiicat cnr ,'vo Lop to any . rqtficant extent through
 
rny other rf t i itti luIt of achievi Tithe target is
 

tritcuri , !I !ah ( t t t t q tatt of teal c rowth in
 
ir a~ctu~r ~ i Nnrrh du-Iing period
~ t~ a-it th" 


: ' , ; t mT,f')rto tlan a
"£i='?2{ "A' )T %:,oU!d 

ioouhinq of :F. t'fcr~ 4n,:, for ths: Nrtheist '.qUal the
 

)k-Cen* - r j)n if ,-c oomy .1- a who]r (anfl thus
 
rkrn 4,r11 yy tmzvet; k t ov! :all tartet of
 

?~m~ t L lui r~ti~ ltrunq promotional and
 

,': :,', ., th Ir,. .;~ ,, wlm~looao .t eolf to 
14d4. i: ~. in rw , innr ai ilh thv cotle of direct 

$] .. l *. .. ; I . h oi transfer 
i, Iql , ,, V,V i : , t .o vXlOValto of Itcreased 

I,IC t. r tof' , nf"-Inuthie prodoctivity
 
tir . . , ',i of quanti fcation
 
i, q, n ~ if ,;:' f; li n ir--telf no .tyaranteo that a


,j ,dl I y liit rl.: ik[ proJ ,Q t hv a :,, , r lt CbablI ty' Of 

c 'ivi i t i I I I C i rr#r), ii ~ t. r, dr o f 



Ne v ~rthe le! the xoutc-8 by which ti proposed
activities a.e expoutod to generato economi results, and the 
potentially :;trong leverage of these activities, are clear
 
enough to be spelled out with some specificity.
 

The most t,-adily foreseeable ticonomic impact from the 

the Project. ThLe component will comprise a market survey
element to aisesu export potentials, an investment opportunity
element to-dterminc the : potentials for now and expanded
industries i Thailand that meet RTG/AIL) policy objectives,
 
surveys to ii3intify businesses in Thailand and the U.S. that
 
can avail thiitselves of the identified opportunities, promotion
clement to atort and convince these businesses to apply their 
particular h-.znd of acumen to business opportunities in
 
Thailand for the 8jre-ater profit of all.
 

The tarKor surveys will be osigned to avoid the
 
pitfalls that. have often caused such ,urveys in the past (in

Thailand and c.sewhere) to produce nil results. The proposed
 
,urvey will 1i highly product-!pecific rather than covering 
 a 
broad range i.) product groups, and thery will be tied to the
 
.i,,. . promrotional aictivities proposed for the 801.
 

TO ',ci ,.t early prGcect implementation one survey
 
on r.he, mrke:. pot.z.t[l for certain fruits and vegetables has
 
bean propoe. tor k;1a bruau tinancing. The survey technique 
w ]i itsef jahlrting the potential buyinq firms (the house 
brin . , t.a4l .:, to the pot,.ntinliti,'i- of Thai supply of the 
(Or z;~Od o; . v:lvr, Th Strategjy tol Lows the demonstrated 

GI t 	 ', oucbrand -,poroich. The uurveys are
 
tto 	 a Uity vorticdly inteqrated examination 

ol f2 cntu chirp i 'unctionui - .oin poLtntial ond"salea 
to icx: o: -~;; ifwc proauct ion -ind idontification of 
11 1 in i6 oK nt. ,,,i arrangements, andu. invonLvst aj, Keting

,'t 	 -tr rnu . r m't; typo ot intor,,iation was identified by 
y r,;.- aa an i #iint reqLIir'mefnt and 

knc~iv tr :­

0, .	 !.caIf , C-,- ,-i ,pp q oitcrpznou rn wore 
,bb, to loll th: latti out hy I'e11. in ht'ailand. Except
16f~ torfA" O, Ci W o~ht r ree.,fstod fru its andv~t , I p,' y o;np. i 'mall Ina ivtual product markets,

'o- ao-jIuy ntitioi 4rio d'volope)d, and thuA, more offectively
.idjreo ! it.1 .. 'I'ha , .n ,n prenurs inJ L.d . 'nuyura by a 
reo I hr61 rtij -. k-t . ' y .r ui, prro. o ,,imoaagn.re1latetd Lonal 
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-Mif;,ion coif idenceof pursuing thi 
in the ba-Itc ecooic± feasibilityproduct grouping, and the 
ability of Thai
growers and processors to s.ize opportunities clearly defined,
is supported by preliminary work in this sub-sector performied
for 
 the BUI and by the IflRD (Report 2804a-TI, August 19801
Background Papers 
to the Report "Industrial Development
Strategy in Thailnd"; Chapter IV, Processed Food Export, by
EUavid Aoevner). 


e Successful market penetration and/or expansion ofs yhland, or development of ma-kets for local tropical
fruits or vcietables not yet imported by the U.S., would
:ontributeto achievement of the 
goals of the 
5th Development
Plan supportd by this Project, vi. employment generation,
export growtn,, 
and induatrial decontralization not requiringextensive accitional import of intermediate goods. Even among
the general),,/ labor-intensive technologies of existing Thai
agriculture, 
 rui: and vegetable production is among 
the most
laoi -absort f!,gactivity compared with cassava at one 
end
,ro-quiring . iost 

rice 

no attention between planting and harvesting)anc 
 at tie other end, (very labor-intensve for shortoericoas, but increasingly involving machinery in irrigated.eas) . Thn najo employment impact of course would be on:4upplying ft&n ratner thethan in the processing and canning 

'ilic orential link between agroindurtry andi NOrth~
i i L~iaton projects would be 
the 

a most welcomo outcome

ti:
for tho G t donors involved. The economics of these

nd zt
.. ru t rrkation systems han
1saPPOtil .. 
thus far been extremelywi r Low Lf not negative returns to the very1a1je -unK ( .)Itall cost3 involved.

that thi e 
There is general agreementke. 4tkne.,o has been the lack of tistablishod markets
lor tho off xt.;no production of the cormeoaities that 7an be
, ,-o 


r,,m 
1r, tht., .y3trms.Ahbent such markets, farm family laborhny ntrueh its traditional off-season patterns of()n t (qj knal urban centers, flangkok, or other areasriL'r'nq tes ra, wqe, labor without the risks of investmentof Lte
nt I -put, tItn home production of commodities with
ery chta'y ~r~~tur. uPutting the trrtqatton systems 
 to greaterOCui j ti i, *ro.nc Uhe economics of those major• o ,"'#trt?. ctoal impact on the toonefit-cost arithmetic1?pndu on t, vriim of productinn intucsd, the vnlisen of thevnmd, tio-, ;voP:tca, ano the lenqth (It time over whkch theset t, f1,. il,pontlct timl to Thailand to typicallyr,,h rtI, ati 'trefUrsand larmerri have identifled
 

0,pig tuIrti'tr.t! f~en ndi rIg on t'o comniodf ty, the ~~~~~ i~ut 
c'6 t ~ 

iirtidy aamunltratord 1 L6a 41) It ty to provide~ a~ 1iad# inputci and Informatian, whereI~ ~ '-noi ulavat iablo from tqovowt m'rt sirvlcou 
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already devel ,ped in the irrigation project areas. It will be 
the function )f the surveys to identify commodities with volume 
marxet potential and the links in the chiain needing
strengthening. Any illustrative arithmetic attempting to carry 
net returns of hypothetical crop ,ixes back into the original
 
benefit-cost models of these projectq,# would be as academic as 
the original work justifying these projects and is not 
conside red worth the considerable effort that would be ........
....
..
 

mission s confi-den-tho-we-v.e-r-hatthpo- t-6- 2 
linkage with these projects aims effectively at their 
demonstrated :ritical weakness, and that the approach involed 
offers a feasible - perhaps the only feasible - method for 
putting the e,:onomics of these big investments into the black. 
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I,V - l - I~ 

R(-ultt of Survey of Agroiradustryv
 

!nvestment Opportunities and Constraints
 

(May, 1982)
 

I SUMMARY AND COtaLUS ICNS
 

A ProJectsIdidtifled as Attractive --------......
 

1,00 - Respondents to thiis survey of Agro-industry Investment Opportunities 
8fld Constra~ints nominated a total of eigh4&two different projects or products 
(toe terms are used interchangab~y inthis report) as~attractive. Based on the
 
mnsmer' of times each was nominated, the rankings (as relatively attractive) of
 
icich and our analyris of the constraints each faces we have selected the following
 
pl-oducts as partic~larly attractive.
 

1~01 -CORN AND SORGHIUM SEEDS: These two related products clearly have an
 
(cielent long terni future inThailand. Hybrid seeds offer the op~portunity to
 
sgmflfcantly 'ncroase yields and thus revenues Iand Thai farmers are known to
 
,ospoild well to eci,nomc ncentive. The major constraints facing the expansion

Sthe use of t'ybr-d seeds are farmer acceptance and the relative prices of 

*nputs and ou~tpwts The 'ncreasing liberalization of export policy gives reason
 
to tiel'evo the corn poices will be better than inthe past. 

102 -Another facto, isthe relative cost of hybrids to the alternate seeds
 
ia4 able to the ftrmer While yields when using hybrid seeds are higher they
'c~ure a cash out ay wh'le when using presently available varieties (even the 
,vp~ov~d strain - uwdn 1)the farmer can use seeds retained from his previous 
arvest The risk of drought may deter the famer from making that cash investment. 

-.


S03 -Nevertholess, improved prices for co-n and sor'ghum and promotional 
pro ,,os wllii encooeage increased use of hybrid seeds.
 

1.04 -P'G FARM4: Even though the overall consumption of pork will not
 
ncradso rap dly, ipcountry the prospects are brighter because of~ increasing

11(omtil inaddit on the conversion ratios and Ivan meat to fat ratios of
 
,P)o~cd var ot'es of h~og,. 4re so much better thian village raised hogs that the
 
, ,merctal roing of tneso varieties is attractive. 

1 0S - T ic maj ir corns-vnts related to tne comwercial raising of pigsfpertain
Cr'y to Qopts no p'oence of foot and mout~n disease and hog cholera effectively
s.,erlude the ekpor of both liv~e animals end pork. Our respondents Indicated 

n~t .eosumtri th- proh 'vi of diseaso were Woved, exports *f pork would orly 
tn, po,-b'o fwe'd undcrtdkon by the private sector because they would use modern 
a~tt ro w, e'the etuseud Sanitary standards. However, the unrealistic export
oe;uiremonts ottab *i'ieo for Board of Investmeant promotion privileges make any 
rvo ,trnant wi@COc-,i 

166 -$iRIP %NO P4AWN FARM4S: the deplettan of fish and crustaceans in the 
,fo rj'and, kle t, j4 pr'cos and large doi'estic and essiort markets for shrimp 

cmd ojwm mjae the e peod~cts voey attractive, The constraf'nts on the development
(J :ni -ep'fiucts 1,P0 ttn technical diff'iculties of raising shrimp commiercial ly. 



ie i, kd pf otK on jqi n-, pt (,~tj app Ip ate leed ~erand water 

O IRA TOP PARIS " he growth of the n, -Vactr nd.js,,' has led to an 
.. .ed demid f .,a. A number of manufa(tu,e~s have ('eachea the point 
lieee thtl a~e no rapr nteoested inbecnq se'f-jifif' ent 3d nave expressed 

e. n ,test ;n bui ng. n pa"ts t ismore in the poduct~on of parts than the 
CM" f tp 4,', ai prrduct that econoMLe of scaie a~e potsible, 

I 08 te, cnp a on- th.s growth of the paret tndutsy oee the lack
 
S& oet,,een t- tor manufacturers ann the genera; peoci*ms of the mini­

*d ndu5rv PU rh-as'lig power 6 te ao~
 

109 - HFRB!C1ACS,PE'ICIDES: We believe these products are attractive 
;,causi of -ow Ing acceptance uy Thai farmers of the use of agricultural chemicals, 
roi . caue of go e,-,rent extens-on work and promotional effoots by the private 
0ec"10, It *s expicted that the oevelopment of modeen ag"cultural techniques 
j nV- thi ; and, , of ine decade will further this trend, 

1 10 - 'ne maj,, con.traeint on these products ,s that raw materials are not
 
-C "-'),a' y Th-, constraint may oe aiieuiated or eliminated when the
 

Annco petz )hem, al complex comes on stream and prov'des some or all of these.
 

l - rROPICAL FRUV" COCKTAIL, Ths product appears to nave a good long 
e ac in ,xpo,,t tem due to tne growing fsm,',ar~ty w' thi tropical fruits 

*e -n : ' Ii addition, since it doe* not contain fruits produced in 
.. .. .. t -S !ess flkely to face toeiff and othef barriers. 

I ? - "he maj con ,,aints on the export market are the supply and quality 
S arte i'elr rgh cost and seasonal'ty St,)', as an exotic item, 

* rop W'n; t e efforts,time and promotional 

S *AHW Iu' -CESSING Respondenh beleved teat tne large market in 
, U 4,ravne peasented a good opportun,,y for e~puts from Thailand. 

'aj aroe I'itea nuts, 
jLj JtPi dri tneir qJU41ty HoWQVe', iv;h a ';nOristont demards 

srt li4 qrad-,'y ,ncvease Quaity problem may be redu.ed through the 

4 r',e r-.vnts the supply of cashew the 

*VAG'4 A, n ny e 'nputs noairiated a, nft 4val, able 'nThailand 
~~41~t P 8 ' kd ig Ve 'nW atcualt Pa Aan ~ 

p.t' ~ ~~Rap-dt caging ccoiumer taktai and tne high 
& o*e-n,vv),aoe sytems present an Opportuwvty for &n "'nvestorwith 

8 4a.y C an, Ai t roent('fed 

00~ ftr~g ~h~tnu retponses conwt'ints -ni phase& of production
t tar 'nt, or g roiu.p, t)f ( n. r 11a mj;t By this we 

~ res n ' 
t r. r". 

&ar~ ~ ~~~i~ 0 j poei4.nts 4,V .eOrS, )nd reted often 
vt, Mportant 

1 01 ck * r xio n 1't conW~tta 'e'ato t, 'aw "ttefial supplies 
r ~ 1004 f%1!t, ,y tne f rj-,1ot. are ttie ;,4;,r q~jvis-) ~f cct, limited 



f uts ind vegetable , animal feed Irngredjents and parts for agricultural equip-

P ant. Th type of constraint was nomnated by respondents 37 times of a total
 
V' 253nominations tc' 14,2% of total nominations).
 

1 02 - Government regu'lations, in Thailand and abroad, wore the second largest 
'oup o constraints, Under this general heading are included regulations in
 

T,a-lar4 concerning heal;h and product registration (particularly concerning
 
foodst ?fs and chericals for domestic and export markets) and foreign tariff 
arid non-tariff barv'ers. Including restrictions in importing countries in this 
i~Mad~hq oves 34,no 4,nitions 13.4% of total'ngmtnat ons), _a total, of o.__ 

1.03- The thiyd largast group of related constraints concerns the high
 
efect*,e labour ccsts, the low technology used inproduction and the scarcity
 
o- suitable #abour That these problems are inter-related is indicated by the
 
?rict that cmpaniet which nominated one of these constraints tended to nominate 
t e others as well This type of constratnt was nominated by respondents 17 
tmes (or 6 7%of total nominations). 

1 04 - Cred-t 4nd collections, generally from middlemen, was the next most
 
,o t.nd corsta'nt Thls constraint was nominated by respondents 12 times
 
or 4 7, of tota) romnnations).
 

l 05 - The "ow purchas'ng power of farmers, the next most often nominated 
:)n.tV'j t,was reported as a constraint by producers or manufacturers of all 
,(r"cu tuval tnput, Thrs constraint was nominated 11 times (or 4.3% of total 
ovnat onO 

Tre attacned t.Wes summar'ze some of the results of the survey.
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Table . Projects Nominated With Export Potential
 

Rnkings Rank by

13 14Rankings
 

Corn Seeds 3 - - - - 1
 
Prawns/Shrimp 2 1. -2 2
 
Fruit Juice 1 2 3
 
Sorghum Seeds 3 " 4
4. 

Power Tillers 2 - 6
 

Rambutans - Canned 1 6
 
Tropical Fruit Cocktail 1 - 6
 
Duck Meat- Frozen 1 7
I
 

Longans - Canned - 1 1 - 77
 
Coconut Milk - 1 1 - 7
 
Canned Corn (Creamed I Other) - 2 a - 8
 
Mini Tractor 1 9
. . .
 

Chicken Meat 1 . . . . 9
 
Green Pepper Corn 1 . . . . 9
 

. . . .
 

Rabbit Meat 1 - 9
 
Tobacco 1 

- I 

9
 
Water Pumps 1 . . . 9
 

a.
Baby Corn a . . 9
 
Frozen Vegetables 1 - a- 9
 
Herbicide 1 a- - 9
 
Emulsifiers 1 . .a. 9
 

Tomato Seeds - 1 - - 10
 
Duck Feathers 1 10
 

Plows 1 . . a 9
 
Tomato Paste 1 9
 
Parquet 1 - 9
 
High Fructose from Tapioca 1 

a 

a -
a 

- a 9
 
Snails - 1 - a 10
 

a - a a 

Pineapple - Canned - 1 a 10

Rice BranMeal - 1 

a 

- a 

a 

10
 
DehyofrateG Fruits & Vegetables 1 

a 

10a a a 

0V (Vaprona) 1 a - 10
 
Canned Bamboo Shoot 1 10
 
Aochol from Tapioca Machinery - 1 . 

a 

...
­

10 

a 

a 


Cashew Processing - a 10
 
quab Brooding Stocka 11
 

Leucaena - - 1 a -11
 
Glucose Powder Macnnry a - a 11

Peanuts 

a 

- a 1 - 12
 
Oyster Sauce . l . 1 12
 
Sunflower Sveds a - 1 13

Rice Flour . 

a 

.
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>' ­ : "4 , 	 , ; F4, 4II - , ,1 

AGRO- INDbSTRM NlISIME'NI O'PORIUNI TIES 

ly: Donald Leeper , Agri-F.od Systems 

i i~i~i 	 on, ntarn....onaect,
The termsc of retference of the wurk w~ethe review and analysis of a number
of previously identified agrc-industriy investm'ent. opportunities for American4
companies, thE sel'ection of a 
iited number -1~the most promising and the
drafting of Investent Opportunity Propoms or those selected. The work
was to be coodinated with that of arothey, consultant with the same mission.
oAtottaLrL1(O)_worki ng-days.-zin-hai4and-was- ava11labl e-for-performance-of

the work. 

The overall impeesslon of the writer is that 	the climate for U.S. agro­industry inves:ment and busness inThailand isgood, better than inmost
developing couitrles with which heis 
familiar. There isa capable and active
private sector, government intervenion isr~latively limited, and farmers are
competent producers., There isa significarit potential for more agricultural
development inThailand and it isparticularly well-situated for supplying the
Mideastern and Asian markets 
 American compaiies are welcome and substantial
investment incentives are available for, approjed agro-industries.
 

Principally, opportunities e ist for agyo-industry companies which can
* 	 provide technology, continuing technical assistance and marketing help. Thai
companies recognize their need for these. 
 However, contrary to the situationin most developing countries, neither interp ise management in general oe'funaing for viaDle projects of the size 4nd type considered here do not appearto be problems, These general impressions, f accurate, tend to indicate thatthe AID private investment promotion program for Thailand should emphasizetechnology and marketing "investment' or oth - arrangements and not be
limited to investment in the traditinal enre of providing capital investment'and financing. The foregoing comments also may provide clues as to why specific,
fully defined aqd anilyzed ,nvestment oppotrh.nitle. had not been previouslyIdentified and few were located while in Thailand. 
 Itappears that if a.project has reached rh t stage, the Thdi bu ne.sman has .mobil,4zed what heneeds and has done, or is doing it cireadly 

Inadditioi to 1hu Oppcrtu ties to be 
 eported on by the cooperating
consultant, two specific, irnvestmnent opportu,;ties which appea, to be attrac­tive for American inveotors were idertifed. Both are in their formativestages and have not been fuly defined o;' anjiyzed; full technical and economic
 
feasibility studies are needeod
 

I. VEGETALE SEED . AND PRO -SNG
 

The opportunity is a joinL ieture -,, other arrangements with AdamsInternational Ltd. ThiS Compdr'y a joint venture between an American company and Thai interests whi(h pr..duces orient3l tobacco in North-
East Thailand and markets worldwde, asefectiVly mobilized alarge rmber Jf small producers Ttfe company is veek rg to diversifyinto other Lrops, i; currently pducing some hybrid tomato seed ana
is con::dering a broade 
 vego : eed program. 

http:Agri-F.od
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SUMMARY OF A SbiDDY OF THE

PRIVATE SECTOR AGRIBUSINESS DEVELOPMENT
 

INTHAILAND
 

BY: Donald M,Taylor
 

Introduction
 

The Con uWtant was retained by the Bureau for Private Enterprise, U.S.
Agency for International Development, to identify specific private sector 
!::~i:.ntagribusiness irvestment opportunities in which PRE might offer active assistance.!:! int r .e~la ted.na tureof -t:he -PRE--prog raan - ,!others -of -iiIa r­

nature being 'ccnsidered by the AID Mission in Thailand and others, the Consultantextended his investigation and terms of reference to include consideration ofthe over-all AID approach to agribusiness development in Thailand. 

Conclusions and Recommendations
 

The Consultant concluded that although there is already a very well
developed Thai agribusiness sector which does not particularly need direct
development assistance, there are two areas where this sector does need help.
This consists of introduction to new technology, products and processes; and
assistance inmere effective international marketing. 
There are many opportunities
and few constra nts involved inThai agribusiness investment. 
 In fact, the
Consultant considers Thailand to be the leading ASEAN country in terms of
over-all agribu.iness investment potential. 
 The Consultant recommended that PRE
and AID/Thailano concentrate on promotion of U.S. investment in Thailand and onassistance to the Thais in International.marketing.
 

The consulzant also observed that the high level 
of U.S. government
sponsored activi ty relating to private sector agribusiness development in
Thailand is rapidly becoming counterproducti,;e since it is beginning to beperceived by the Thais as 
"all talk and no action". Therefore the Consultant
recommends that this activity be curtailed and a limited number of projectsbe selected for immediate implementation in order to show some actual accomplish­
ment in the shortest possible time. 

The Consulrant also selected six specific enterprise opportunities for
further PRE conideration influding cotton ginning, fish canning, peanut oil
extraction and 
 efining, cashew nut processing, seed reproduction and vegetable
processing and a-decentralized food processing enterprise. 
The Consultant also
outlined a 
suggested AID private sector agribusiness development program for

Thailand.
 

S AgribusinestOp2ortunities in Thailand
 

S .-
Inadditio;i to the six enterprises listed above, the Consultant alsosuggested follo4-up investigations of a number of other potential enterpriseopportunities iicluding seed development, industrial products from commercialcrops, fruit anr vegetable processing, beef cattle production, cotton production
and processing, 
use of felled rubber trees for furniture manufacture, palm oil
processing and 
 efining, shrimp aquaculture, corn and chocolate based confec­tionaries, high fructose from maize or cassaa, sweet corn production for
 



processing and ,po rt, peppey and cardamom, rubber products manufacture, wine 

and liquers )n(KIudinq rum from sugar, and straw mushrooms,
 

AI D ArbuThesn vere it*,ommede on Programsjh/ land 

The Consult~ant recommended establishment of an integrated PRE/AID Bangkok
 
program aimed at promoting r.,eased U.S. agr~business investment in Thailand; 
and at assistinu the Tha to mere effect ivel)y promote and market their food 
and agriculturai products 'nworld markets. 1he mechanism for doing this 
would be use of a U.S. conou!'ing firm to set up Investment Promotion Centres 
including Product Promotion Centres in the U.S. and Thailand, attached to
.BOard.-of trive$ ment _ ut~semi - autonomous,.. -PRE -woul1d-Lp oVi deva ri OUs .f.|nanci al ­

support services for the Centres. 

Thai Agribusinees InveBenjackground
 

The Consuliant points out tnat the goal of the Thai Government is to 
move to higher technology modern agroindustries as one means of increasing 
trade opportunities. The Thais are looking to the U.S. private agribusiness 
sector as the bSt source of technology and marketing expertise in this area. 
U.S agribusinets unfortunately has not resporded particularly enthusiastically 
to the Thai oveitures as yet. PRE can be of great benefit to both countries if 
it can encourag( more U.S. agribusiness Investment in Thailand.
 



Environmental Statement
 

Thc components of this project are all of a nature not normally requiring 
environ'ienta! aralysis: (1)poilcy analysis; (2) promotion; (3) feasibility

analysis and .ach 6ssistance; (5) facilitating communication between Thai-US 
business corrmun',,tms, However, 3 srort discussion of envir'onmental concerns
 
is included here "n that one indirect result of the Project is likely to be
 
increased manufactr,,;rng -n rura' areas of Thalrld, a subject of obvious
 
environmental concrn. Tre concern 4s 
not with this goal itself - over­
whelmingly expert ,,pinion ":. -n favor of it - but rather how such enterprises 
can be set up so a best to protect the environment. Monitoring these concerns
 
is the respons~bf" ty of the Nationa' Env'ronmental Board. Under USAID technical 
assistance, guidel nes have been establ'shed and monitoring capability enhanced. 
Therefore, the Pro;ect proposes to involve the NEB in the Project in a monitoring

and advisory role qnich USAID will support - both for the purpose of controlling

environmental affects of expanded enterprises, and also in order to increase 
the experience and effect44eness of NEB itself in Thailand's growth process. 
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I. Institutional Framework
 

A. B3ckqrounci
 

Historically, Thai 9overnment and business eliteshave been separate. In the mid-Nineteenth Century, the Thai
Crown encouraged Chinese and Western merchants 
to handle.

Thailand's Homestic and foreign tradi. 
 The Crown's aim was to
harness the entrepreneurial skills and connections of traders,
whileS yet protectingmercwn Thais abuse from the --to at, and. thhe,,:ithe from often ---------­considerablo economic power of the merchants.
*to ttte,cameAndustrialist,herwAs Crown changedtbe dt Jterchat 
number of changes, but none of them basic. The Chinese 

r a 
intermarried and became very Thai 
 in religion, culture, and
language and government leaders were qiven positions on theboards of major businesses. Nonetheliss, government career . paths and th2e intlloctual climate wi :hin the bureaucracies has
remained quite separate from business attitudes and careers.

(The governrient, 
for one thing, tends to be hierarchicaliwith
lifetime employment in one ministry. Thai business tend to besmall or confederated, with limited hisrarchy and much
switching of jobs.)
 

A government which seeks to harness the power of private
enterprise vet prevent that enterpris, from abusing its power
seems ideal. 
 In practice, however, the requlations and their
administration tend to "rein-in", rat h
esr than merely harness
private enterprise. The for "his two:
reasons pattern are

(1) There is 
a lack of "shared culture" between business and
government officials. Government officials have little idea of
the actual impact of their decisions on businesses or the
htisiness climate. When laws are promulqated, for instance,there are no hearings on 
the bill or the law's administration
before it becomes law. 
 In recent casqj the government
re-assessed a tariff decision made some 
ten years before and is
attempting to collect the additional revenue from the companyfor ten year's worth of imports. While to a typical American
or European government official, this would seem absurd or
highly danqrrous in a private enterprise economy, it apparently
does not to Thai tax authorities, who probably view the company
as somewhat guilty (though not legally) for its actions and
have little concept of the implications of such a move on the
business climato1 
(2)Thai bureaucracies are highly centralized
and ministries and departments guard their "turf" vigorously.
Decisions irvolving coordination between ministries must come
 

reward)"from thefr trn" because there
" oniation•bewe is littlitecommunicationatloe (andls no
.....
 

Since recmt1tioni, conerning businosa- necessarily involve
several ministrie;, the business 
firm can expect at best delays
and at worst to find itself held a hostaqe by one ministry
. strugqling in some 
internal bureaucratic battle with another.
 



Tf Thai requlations and buraucratic conflicts rein-'in
 

the Thai private sector, they cortainlydon'thobbleit

severely or draw It to a stop, Business International's 
assessment of the Thai requlatory cl~imate is positive, stating 
that laws as a whole are administered fairly and that 
corruption is not a serious problem. Foreign investor's 
satisfaction varies, of course, and there are a numb'r of 

well-publicised incidents of trouble, including the retroactive 
tariffs mentioned Lafore. Tho overall imprission of investor
 
satisfaction, however, ispositive, as Ambassador Dean
 

Moreover, any analysis of Thailand's economy notes that its
 
vigorous economic, growth and quick reaponne to changing
 
economic conditions is bagsd on privnte, not public# enterprise
 
responsa. It remeins a priv te enterprise 9conomy, less
 
regulated in many senses than the American, thoughlthe
 
regulators are les understanding than the American in the
 
pursuance of the regulations.
 

B. 	Current Institutional Frameork
 

There are seven qovernmental. entities whichlhave
 
major impacts on industrial policy and investnent.
 

1. 	The Minjjptrv of rinance, which controls taxes and
 
tariffs.
 

2. 	The Bank of Thailand, wiich controls credit both
 
broadly and selectiPely, possessing special
 
rediscount facilities for som,3 selected
 
industries or func,ionn (e.q. expprting)
 

3. 	The Ministry of Commerc, which can ban imports
 
or exports, can establinh price controls, and
 
maintains an rxport Servtce Center to.help the
 
Small exporter.
 

4. '?he Ministry of Industry, which issues licenses
 
to build factories and has several institutions
 
attached - the Thai Manaeiment Develooment
 
Center Ind the Small Industries Finance Office.
 

5. 	Th In ustrial vinanc florporition of Thailand, a 
private developrmnt bank, dep-ndent on some 
qovrrnmqnt funds and rerponqive to gqvernment 
wi ches, 

6. 	The tlationnl Economic anid Social Development 
_ionrl, anan economic planninq co;mission, 


r
organiza tion with princinally an advisory rolJ.
 



7. hefnard of Invottent, charged with stimulating
inv.stment, deciding which amonq A number of 
proposed investments should be qiven special
investment incntives, determining the extent of 
those subsidiess and assuring tbat the industry
complies with what it promised.J 

There are# then, five powerful, centralized, 
hiearchical line organizations and two basically "staff" 
orqan1zations with only the authority to persuade. The NESD 

tsohu-itnte ll-ctta 1-abi-l,Vtie -saccesstoforeIgndon-oorganizations,,;And its, acc~ess to the Prime minister, 
can bring

pressure, and influence rewards. The, Y01 lacks any of the
tNmSDR's power sourceg. 

The RT~G 11as been' keenly aware for a number of yearsof the role of foreign direct investment. Because Thai savings
are relatively high and until recently, the balance of payments
not a serious problem, the government's interest has been less
in the capital aspe:ts of investment atnd more in the associated
technology, marketing skills, and market access. Thais prefer40int venture arrangements and -ire lers hao~py with fully-owned
ooaerations or straight licensing and contracting. (Indged, if

thi! recommendAtions of the TBRD on licensing are accepted,
foreign companies- will be iven less willing to use licensing
wiethout associated control.) 

Foreign investment in reoulated on the Alien Business*Law, last revised in 1972. Essentially, the law regulates thepercentage~of ownership fore iqners can have anon
indostry-by-industry basis, as illustrated in Table 1. Inaddition# ony Th&4 citizens can normally own land, ,so foreign
companies have to lease land. 

To stimulate foreign direct investment, Thailand , tablished in '1954 and Investment Promotion Law. In 1960, itfounciad the Soard of Inventment. Both the law And the BOX havebton rvvised a number, of times. Basically, the BOX is chargedw-ith stimulating invantmrint, through its Investment Services 
renter. ,At the same time it is to stimulate investment, it is
also, to screen, on a case biy case basis, proposals for
investment to dee.m i,!ich of them are ,!orthy of 130T approval,,
and honce the "nofits of the Invostmrnt Promotion law. In a
 

4'pij~slistini* is flrum Jtohn D. Shillinq, "Induntrial Crowth 
*and ,Structure in Thailand,11 TndustrialDvlomn Stratea

folThailAndAtc'crouneiPapnr77Gauqt 180, TRD imite 

circuation
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ies th!,. 501 pleads for invetn entt then has the investorplead with it to qet incentivesl then in turn the 501 pleadsfo the inveito-. at other ministries to assure that theinvestor gets what it was promised.
 
the asacallyf 50? approval qrants the "promoted entity"


thefolowinrivaes 

Table 2
 

-------P O o tities a litd-y- rante tetele q
)uaranteei
an'Vprivilequs.es a e.oe . .. If 

(1) Th 
state will not onga e mina competitive industry.
(other than those is already operates.
 

(2) th sntate will not nationalize any promotedindustrial. activity. 

(3) A promoted business may own land required for its
 op (
ations, pr-ovided it is a limited company registered in 

e businessh) A may freely remit foreign
currency -o co:te,.r repatriation of capital$ profits; interesto

and rincial -n foireign loans, royalties or other like

oblielatons, usnless the economic situation requires temporary..
o:eservation of foreign exhanqe. 
 .. . 

(5) A nromoted business rsy export its products if such
export is not contrary to the slicurity and economic interestsof Thailand, 

(6) nritry of foreign experts, technicians, staff and
their de e,,ndents will be Perrnit.ted in such nurbers'and for suchpq*riods its fixed by the flI (12.0.7), The Sol is empowered to. 
iecure visas and work permits for these aliens. 

(7) A promoted enterprise may be exempted from import

duties and/or business taxes ean nachtner required for its
business, provided comparable machineryyi not available

locally.
 

(8) A promotod businoets nuiy be exempted from corporate.income tix on net profits foa. three tomay co -xtended tc, income eiqht fromyears.the Thedirived sale of
ny-prnod t.- Q:naif finished prod~icts. Any losses incurred 
: ri,(, t :,n a. . r,- carried forward and deducted from.parcf1.t-i or j to iivo yoars after~ the tax holiday. 

http:privilequs.es


0 (9) A promo.Qod anoirn maY b e:(mtt ftQm up to 
of~ ~ u 4~ind busineS5 tUO raw or essential.~ morth on 

mterils imported for pEQouQctin, provided that comparable 
materials are not available locally. 

(10)?eai forqoodi11# cpyright or other. riht may be 
exompted fro-#* .ncomo t~x for five yours from the date the 

promtod ir:s firat derives income from 'zhe promoted activity. 

(11 T'he rcipetr of dividends derived from promoted 
Sqcantq4 n tA holiday are *xampted from tax on such 

dividends during thn taCoia e~d 

Addti-inn incentivor, are available to firums that lct 
in dosiqnatel Prom~otion aroas and toi firms that export (13306). 

s ource: hl 

Nqote tiat itern~s 1-6 involvt no expenditures andnothinq 
t~kt Cannot 1* fou*nd inexisting Thai policy, with the 
exc:entior of tho 1nd-ownershtp clause. These items are 
Lportant in giving the investor, particularly the oen 

investor, *Trnc. ey are alao important because ?na 
highly cent-lt14- buroaacracy like Thailandlet lower lovel 
of tictlals can '.loc i:,Aortant litcenses and permissions. (item
3 dials with the miniatry of industry, *4 with the Bank of 
-h landt 05 with tho M1iitry of Corxmmerce, and 46 with 
immigration.) The more oubstantial items are the relieve from 
taritffs on inporto.- machinery and raw matrials, and the tax 
exempti.ons 

-*'he pc-,v toiigeqiven on 'Table 2 are thoise of 1.977.1 Thke 
~6~cyove r tho 1ALtdocae hits been to broadenl the law and 

13%rc411opth its Provistonn. Tho amount tax anAIII A1 of 
ixoM- fIna in effect~tz cet nd the legnth of time they are ' 

Ws~rq lower ir the 117 Act. 'The 1977 act also increased 
inrcentives fo l.ocating outside ot Ranqkok. 

Trhe )1OI 44*0 tnolier a *nea Rtop Rhoppingalo to ho 
Cagttew- where the investor$ once hhving secured S0? approval, 
cAn qo to get the --rover licinsows from~ the various ministries 
involved. In itself, this has been a timeconsuining operation
and can tak& mbra thAn a Yor Tables I and 4 show the 
a:)oratton and nub~oct its comolications, Theocesticallyp the 
Bolls Invotiint U-tv1iees C-inter can Just ask for all these 
2Acensea and qive them to trie company. As a matter of facto 



i> .
: 'nearly o r-g.: This-we akness; ca be..deostae inn-seve ra l"!i~
 

outmnsid o hei thgatinim-neat. 

hel "pomoted .entities"get licensesge issionsf t from 

2. The secretariat has beenrarunabl beeal 

The ecrearia
hasbeenunabe, on :several 
occ~t~siels, to protect its promoted entities from negative moves 
-o-othe-!,- minit -,err. In-a-case .-cu r-ren t 1y-i n --the--press,-- -the--BOX,---­
coqnizait of the small market, allowed only one firim to make 
compresiors fo. refrigeration units. Despite the "no
 
competi:ion" q:iarancee, one of the rejected firms persuaded thc
 
M'inistry, of Industry to give it a license to operate. The B01
 
blocked that ovwe by having the Ministry of Commerce ban the
 
import of comp,-nents for the rebql company, but after some 
months, a new linister of Commerce, relaxed that ban. 

3. The Secretariate, in is dealing with the 'Board, has 
frequently b unable to carry its arguments and ha&Q 
experieced delays sometimes to the point where the 'foreign 
partner eulls ou., 

4. Thr Secretariato viewqs its role more as a grantor of 
favors t-.ian a -itimulator of investment. The basic appearance
of the o--fce-I and den,'.anor of staff is most unwelcoming,
particulirly to the inexperienced international investor. The
 
staff", Ir'reovr, appears de-moralized. 

5. Th-' Board itself, despito its power, is really in no 
positior t yoea rte!s of decisions on what are often small 
inve atmp -it. lqhat has happened is that the noard has been 
loadeo 'or "-pwerll, hot none of the memh*-cs have the time to 
so.nd or a serices of invididual decisiont. The tendency in 
.ecent -rearsq nir, .6een for caution to rule and the Board sends 
back prc',osalsi for nore and morn information, cuts back 
incentiv,' , generally unenthusiastic aboutando remains 

Secretar~ate oroposals.
 

C. Str ctural Conride!rAtio1IS 

'P-ai bu.iineqs firms are small. Of the manufacturing
 
entahli.nnni#rnts 1,-.3 than It amoloy over 300 people, 5%over 
50. 3 ,Cowth han been most viqorous in the 50-300 qrou.
 

2Sev IYtRn/UNDP "Action Plan of the Boi' draft, January 1982.
 

3 ri'nja-n *'Tnduqtrial Policy and Administration" same 
a ou rct. cis S h1 11ng. 



in agriculture there are very few plantations (and most of 
these employ less tnan 200); in retailing perhaps only the 
largest department stores in Bangkok, and in services only the 
largest hotels, employ several hundred people. As a whole, 
oach businesE has a -e lat3vely simple hierarchy with the 
owner/manager and professional specialists in engineering, 

only
accounting, (r marketing working directly under him. 
occasionally, as in banking, with national branches, are there 

fair degree of autonomy.qeographica'ly dispersed units, with a 

The number of firms and their ownership are 
different matters: frequently a number of small firms are 

-owne interlockingSiun"--rthesam e rship, 9or there are 
directorates. The hetter organized more modern Thaifirms are 

glathered tog(c'ther ir, "groups", and act almost as divisions or 

profit centers woule in large American firms. Rather than 
f-orming a single large corporation, Thai businesses prefer to 
create a series of sparate businesses. Their reasons are 

1. Theoretically, separate incorporation gives the 

group certair tax advantages since profits taxes may be lower, 
h, bcause rrof'ts taxes are progressive, tothe 

to 30%. So in the early years when profits arethe profit up 
not high, the separately incoroorated units will pay lower 
t taxea . Access to capital for the group as a whole is greater 
wthen it is divided into smaller firms is greater because banks 
are required to ration their lending to large firms. 
Countering these tendencies is the turnover tax, which applies 
whenever one company sells to another company in the Group, but
 
would not anpFly under a single incorporation. These factors 
alone are probably not decisive. 

2- ha*" managers stress the independence that 
miq ri ze, the neei to reward entrepreneurship and keep 

")qoormanaqer.-, and the ability to test the manager in an 
rndependent s. tt nq These are much the same reasons cited in 

t'ne U.S. for ,stablishing profit centers and highly independent 
d i Ivsons. 

3. Labo! rlations are also better when employees 
are tunder direct supervision of operatinq managers, who can 
haranle moSt problem, on the spot. AS noted, vertical 
re,.tioni~hps are very ifriortant in Thai society and smaller 
units allow fstrong or, though shorter vertical ties much more 
'khan large onetn do. 

4. y, Tlant;Thai managers f,?el that the structure 
/:~s Ver',, .h by makIng it easie r to drop a losing unit 

!!n,,d ¢, soV~y -byV prad.n the ownership of a single unit 
witn non-(qrop occi,,, ionally foreign, partners. 



tn kontra)t to the Thai bureaucracy, Thai corporate 
structure is vary "flat", having little hierarchy and few 
people in grou, headquarters as compared to those in the 
operating compinies. one large group stated that its greatest 
depth was four levels (e.g. Seed production manager reports to 
Seed company pcesident who reports to Agricultural Sub-Group 
manager, who r!ports to Group Chief Executive, and less than 1% 
of its-	 employo(s were in the Group headquarters. 

Tha.. group structure may have developed out of the 
old Chinese paztern of operation -- the lending of seed capital
to family men hers giving advice if needed, but a "hands-off" 

Sti~u so- --	 j-bu t-A-t-­g-as.-the-4-loans--we re pai d--ba ck- on--time-
.. 	 has some very riodern, very Western components., The-)modern Thai 

corporatio~n can be very sophisticated, its headquarters
sprinkl;id with doctorates in engineering and business and 
economics. (Some thing like 77% of Thai business leaders have 
at least colleile degree 28% post-graduate work.) 4 The 
structures dev.sed Look more like General Motors or ITT than 
like a Chinese family operation. 

Ancwig th.. sophisticated firms, those dealing with 
mainly one product qroup, such as Saha/Union, at textile group, 
or Siam Cement. tend to have uniform guidelines across the 
group's compan.es (e q. a standard percentage of sales to be 
spent on adver:isin; or research) while those with greater 
diversity, suc' as the agricultural and transportation based 
conglomera te, "hareon Phokphand, have more flexible 'and 
necessarily moi e sophisticated systems. Again, this-is a 
similar to the pattern in the U.S., with the more 'diversified
 
companices usini more flexible controls. 

Th structure and operation of Thai firms'suggests
that the owner:; themselves have limited control; as 'in American 
firms i'i the -frrst half of this century, actual control and the 
great bulk .of -he decision-making is being turned over to a 
group o' nrof'!.sional manaers, whose numbers, and combined 
income and infuence far exceed that of the owners. Scholars 
of Thailaid hm-- been concerned for a number of yearslabout the 
ownership bas,-., in fact, the American ownership base is far 
narrovier than ),ost peonle believe and participation in and 
support for pr.vate enterprise derives heavily from the 
professional -Ianaerial class. 

4 Suthy 	Prasartet, 'thai llusiness Leaders, Men and Careers in 
I (
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.... " ... it.' .... almos,ii c~reated
Sbanks or, exIiting ps i:-s. never by hav n
 

<ithel fore ign oartncsl shares on . the, s ick ly Thas tock i:i
 
mar ket. Whia year 	 inests dointd hfori-ian Amerian 

.... anese1o ign 	dire,:< i .... v ; n ne;, inh . ye ...r aineet have0rw gety 
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poe) ( a n d Licene: n o t j u s , w a pe4rmissions , .rather4 than bein', " o -r¢:!::exist 	 t tchingthat i 4 doesnot abse it
4 	 to-o'te ome4 4 

.. p;,-oval 	 levels-(e.g.forma.." ... r, fo th highest 	 a.,permit. :-!.i!!to sudivide i tract of land into4 tn Lost of more in Chiang 

Ma us e prov-!d in Bangkok, 800 kilometers away). Some- "..
 
ha-ve argudta this is a characteristic of hierarchical
 

Sstructures, a~id it is certainly we.ll built into the Thai 
structure O0 -_her!-, howeever, have argued .that decisions can be 

:"made on lower leve'.s, but that. lower level people are afraid to 
S" stick :their ncks out. Hence those. who-have the most knowledge i. :

maret.caion fore gone bac yearsoraty amrcnivsosdmnadth0:7 -a.local s-,7ato pa_5th ecision :on the superiors who . 
: .... less knoiled&-e" and are overwhelmed by the. numbers of. 

decisions 	 to )e mz-de. One way around this standard
 
ie .rarchical, robl] m i s for tesprosto carefully define


T3e Taw rormeutgonthe iht levelreconwiteshthe .cri-teria for making a de-icision and letting "the subordinateebenmtthss
/. judge if thus ! crit(eria, haveber-t hsi not widely used. 

T h .re .p. rtsto be: little dialogue between ­
;- n6hlttleundestaning th
:qve ,-nme nt anni 	 n 

goeneto lei timate business- needs. . Just tite some
 
Mai. mutbprloipBnkke80klmeesaay. Sm
 

-I. 	 Government officiarls exp)ress Little co :ncern over 
th-e delays in ge tt, pormi-so .ooperatean 
-thi can irrtyagi potntial foreign investors. 

' 	 o e"r i.: a e :: tha ions. can' be.:•.: '''struc;t : ure..i;' " Ot e s .- c '. ,;,"/a g e ' decis... 	 ' 
the fori2g The ministry of Finance has on more than one 

f gn i rea, essedhcgher tariffs on imported goods and
 
inert h mat,rial retroactvely
 

o a o the usoicness communlty about unexpected effects 

ls(do atchitoesnt ause ies "th 

strutre in any.ount:is, overiothe ilt deV
n 	 pTh 



countrie3 In~ Peru, as a contrast, the Lima Chamber of; 
Commerce -and ti onal Agrarian Society virtually ran the 
coutry f )r years -- not albeit, with conspiculous success for 
the mass of Peruvians, but not badly for themselves. The 
Peruvian situiation developed from an oligarchy the like of 
which d,o's not exist in Thailand; the small size of most Thai 
businsse3 and their role as supplicants (and indeed, 
loutsiders" in the early years) have slowed the development of 
represrlnt-,tivc ins titu tions. Cons quently, business does not 
present ,he qovornment with its own proqrams, studies, or even 
opinions. if there is comment, it is more likely to be from 
the Americn or Japanese Chambers of Commerce, the IMF or IBRD
 
than from Thaiineests___ 

Tn June of 1981, the Thai prime minister appointed a
 
Joint Commi~sion of Government ancl Private Sectors for Solving

IRconomic Problens" (hereafter known as the Joint Commission).
 
Sh Commission includes members of the Thai Chamber of
 
Commerce. 4-e Thai Bankers Association, and the Association of
 
Thai Indistries, as well as the Economic Ministers of the
 
governme-~t. :,his group has begun to address a variety of
 
problems in tie area of taxation, export of manufactured goods,

and site facidities. Nine of twenty question brought up on
 
taxes havw hen rectified, there is some work on export

problems, and sites issues. Private groups are at last
 
beginning to co beyond questions of strictly individual firm
 
interest and into the policy area. To this point, howe.ver, the
 
efforts are still unorganized and, as with the tax questions,
 
not far from short term interests.
 

D. Participation in Private Enterprise 

Studies over a number of years have indicated a 
concentra.tion of corporate ownership and finance in Thailand.
 
The same qroup of fami-lies have interests in the major banks
 
and a number,of major Thai corporations or groups. There are
 
interlocking boards of directors, particularly since'*banks can
 
have represen:,atives on the boards of companies. Bank,
 
mor ,vei> appear to be key to the supply of both debt and
 
equity cc pita1 serving as brokers and/or underwriters for
 
equity issu s - ,
 

nm implications of thir9 concentration are difficult
 
to qUt. F.i one thing, there is little comparative data and
 

•.:uhv P nar :rst, 2p5-31. Sfe also Frederick Riggs, 
-?aiian 	. Tr, Modernization of A Bureaucratic Policy (Hawaii,
 
~ast-Wc'. Center, 1966).
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~~~iq f irni fol ;,c)- privjl. qes. siow successftul the RTC, 
i he 11 tho service is,frankly,- o.nr tBOI Is functions 
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~,f q~n~rdnq iv-tion, and providing a brokerage function,
 
.x-.,tfji the - ; vcnture ;, an described above. 
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and evenl a successfu puliSmakvers 


'amE'iiqn t,-akes quite a bit of time to change people's 
ni.MO,~V~ i~f tnanc3ed poorly, public relations cana 

a>>' 

~e0 ov r 

A better, approach would be to try to move private sector 
Sanalysis and policy suggestions from the ad hoc basis to 

n systematic by establishing an institutional baseQig mre~ 
-ndowing it: for quality research and analysis. Perhaps the
 

)as-_ for, ouch an endeavor would be the Joint Private
 
",-L Commission, describe~d else where. P'rivate Enterprise.
 

I~F 1,nnortzint input there, and the government
 
~en~iveswould give anly actions dqrived from the
 
, j ponqsored .czu ie Mo e i-eCt -- qe ve-r l-ha i--bu sine ss-fe-lt------- ' .-.- ..-­

~ thatqUaity studies would enable the Joint Commission '
 

tou effective and take place on a highe~r plane
tbe iore 

oT tntellrctually and politically. In this way, the
 

policy withouti -+,,IV~p formulation sugqestirg any 

Ya
 
5 
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Annex V: Concentration pinThai Business
 

and Implications for AID
 

Dr, Suthy Prasartset
 

nhulaongkorn University
 

M~anufacturing Industries. 
 . .- ,. 

Growth of manufacturing industries is .a
recent phenomena inThai history, 
as the Thai economy has until recently been dominated ty a large asector The oThai msanufacturing sector grew al
t th lastto decades.
 

percent In'
Its share ingross national products rose from &Ii 1969 to about.
 
20 percentit~n 1979. As the manufacturin1 nutisaebsclycpt 


characterized by a high degree of concentrationw M. erhav (1969)hasshow
 
-that 
 thi's tendency can be the case inany developing countries with a high,

degree of technological dependency.
 

Ahigh degree of concentration- in'manufacturing industries in Thailand 
is shown in 'Table 1. This is especially the case in tin smelting , petroleum,
fe.rtilizer, cement, glass$ aluminum and castor oil Many other p ducts alsohave ahigh degree of concentration such as motors vehicles, tire, bxtile,

canned pineapple, condensed milk, beer and etc.
 

r bsclyS
groupie dsre
Insome industries with alarge number of firms, such as textiles, only

ouror ivegroups of companies are virtually incontrol of the industry.


isuch a situation, the degree of concentration tends to be greater than that

indicated inTablal1. Krirkkiat Phipatseritham (1982, pp. 131-33) points out
that there are four major groups of companies inthe textile industry as follows:, 

I)Bothiratanangura Group. This is the largest textile group which is
under the control of the Bothiratanangura family. Thi group is
composed of 12 companies with atotal asset of 7,217 million baht,

Some large companies o~f this group are Joint-venture businesses with

Japaneso firms. -

ii)Luckytex Group. This group corn rises six companies with the total
 
asset of about 3,474i Ililon baht. However, this-group ismostly
under the control of Japanese firms: Toray Industries and tNonthaburi
 
Ginning Mill,
 

iii) Saha Union Group. This group has a total asset of about 2,623

million baht. Itiscomposed of companies inthe control of the

Qarakanorit and Chokewattana families. This group issupported by
Bangkok h~ank with financial facilities. 

iv) Thai Teijin Group. This group used to be very large, but rec'ently 
* -it is conposed of medium-size firms, with an asset of 20000million


baht bet~ieen them. Companies inthis group are usually formed as
joint-ventures between Thai and Japanese investors. The Thai sides
 

" A +++ + + + + + +++ .:+ +" " + +:++
- include. .+ . -ouch families+ + H+ +++< as+ Srifuengfungo+ + Panichiwa,+++++,+++Adireksarn....++++.....and A++++-:+++++++:+++ 
Assakul.
 



Tale I Conc enteatlion in~ Principal Manuacturing Industries, cats 1978 
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.nun y, )g to the relatively small domest 
v- e ture ot the technology used it the manufacturing sector, 

t ..... .ectortends to be hghly concentrated, Some industries
 
Io)t textile, but this does not constitute a
 r-y na; e cfe Oets such as 


~ vy~ anta-or making for less conntrtb noerportant 
ri ,ne f manufacturing industries, is the tendency of4 oaQ 
o form a buchess group, usually under a leading business family..-
lgs 6bout ' atively concentrated structure of Thai business as a 

k'eg at 7:u,ress from the po nt of busness grouping, we will 
a ilar pattern of concentationnkrf-amiin the bank groups,ce;redOminant Aes -in-- he-comy-A4.-aT,,"cO9'~ze-w- ns oe of ba! 

. ;:dy by' K kal Phipatseritham (192) has testified clearly that the 
.. r.2 B8,'k Groups in all business groups accounts for about three 

0o t 'e t ta, of aset of leading companies, as the following figures 

, 2 ,str b,,,On Of Large Business Groups by Size of Asset, 197S/79
(twn. Oaht)
 

No of No. of Asset PercentG.
S c-.,-
Groups Companies 

,,5u p ) 2 398 308,598 73.41
 

0- -2 382 63,359 15.07OO00 


2,99 6 82 14,366 3 42
 

S.... C - C999 159 20,525 4,88 

0- j .9 136 13,538 3 22 

65 1,152 4'20,$86 10,00 

zw.r: t> a Pp~ser?. nam (1982) p.328 

* cat.h'vat tne 12 Bank Groups are ,nvolved wth 398 companies, 
S -- tr; i1g and manufacturing The bank exer dse ts control 

r4 ea -C4afl1Qby appointirg i...wi members of the bjard of 
o, ;-tcuiyve as board membe s ofthe ftaters. 'n ttis 

''' " ' r r degree of vnterlok n i dractorate among leading 

"r .rvo nr, bus naes K-,r,+1at Phipatsoritha'n has zumm 4r­
~ f~j.on nes grouping a., followsi: 

- ,al D3bKan groups are most powerful and tiu'r power 
n c e n otn mted withn t. q f 1nr, a 1wceS, D u 

~o;,,u(i!n, d m'anufactur' ng tct v'tOos as welL 13rge 



. n~vi a:ph-3s 

and "trdd'e busoiess corporations have fomed themselves Into 
large nus"nestgroups ofuconglomrates andi the commercial bank 
usua* plays an mportant role as the core of such a group, 
Mo-u r, apart fro excerising thei economc power, these 

maryg(c0poVOaUons also excercise their influence over policy
 
-toM Iatian arnd de i (p.365)
ion-making in government circles.1r 


., ...... 

A a,k f-om ne 12 Bank Groups, there are other 12 largest groups of manu-
I trade bus w an asset between 3,000 andnKg , rd ote nesses, each sth 

Q.C m,11n-on bh 12 groups are composed of such fam-flies as the 
he Boo,:soong, the Both-ifatanangura, the Chokewatana, the Darakanont,
 

m pa thoRonarathen, the Sithi-Amnuay (PSA group), the Srifueng­
nn ,'-, anon (>P, Group), ne Osothanukrao, the Peopairat and raeph.sitphong.
 

A d 'on, te, are anuthe 22 ce each with an asset from 1,Oto
 

*~a~ 

urps, 
;-J9-moret-with e !., _anssettrang i ng1_.-'.rnh 

,,ctoA of T are among the relativey large figrms in999 m ihon u 

~.6~nd.
 

,mhe lhnk qru.,i and other groups of manufctulng, trade and other
 
*~t'~~e~~..~liikaa wtr one another b~y both the inter-lockinig directorates
 

•..vl -quty holdi r Usudily the bank groop forms the core of suc links by 
r~tro.-Onq dire torateL and equ-'ty holding, Apart from 'interlocking
 

,,,ctoratesc amor a bank group and other groups of businesses, thee are also
 
o-e -nteiack'ei d,*rectorates withn the bank groups themselves,
 

.n ...ary, it oe orlous that the organization of Thai business
 
...rcter'zed "ya g degree of cocentration in large business groups
 

a as t.r ore of the group, Companies with some fom of linkage to
-ak 

' often navc g.ood acres to credit fac itles On the other hand, with
 

Sc~ntrol of cK,> a t citethe bank can exert some degree cf coltrol over
 
-I concened;company 

4~ U S er tcu bG:e lo establish conttact.s withS C et couraged 
sna! -nd~ ze d f-mS i Thailand: 

A, te tr of Tna' business - highly concentrated in bigo 
-. r h t etP of thaU ns -nvestors shou'd be encouragedfo the L 

r, contactt sOf oie fo ri f.,oeo h is the sm -medum. 
"0 rC --,Ci'.u'M 04SneSS g'o an be rough, ine as 

na vne ajt~ e~s than 500 il11 n oaht, This ,e::ommendation is 
~~~entw~hore ripor,,art o~ject~ve in the F~t Nationai Economic and 

0 an, e to reduce the cencentratlon of e(conomic power in
 
uw i1,:,ds of fe~y ( gqbusnes5 groups inorder to bring about bett-r income

7, Veecfet

oton;t and ) '-a1 he'fa-e 

ohe- D,e st p;ge sure fo- Thai frms to recruit MC,-e professional
 
~ r ur& gon ~ the frms, it teens that In Malb medt~m
 

; -i f both f owner-managers and professonal man-3e s are )na
ts roups 
•. . a ta. t 6!r rlode-n. manaeent. ystem. A nber owner-managers9)fe s0 

~ 'mtt nof tnie fai-,W -b),nes sy.;t,.- < ~ at c",a'.wh a for. gr. partnc. shoud ont-,bute towards more 

ir.ri C rm to moaern maragerrnt systom )neconomic 
rga 


.tlon , vas r' 

http:circles.1r


V-1 I 	 bu­

-a'aty ar~d tc-,hncal eff'ic~cn Y- There hs been a positive Svgn that 
ined um, sY zec business f -(Ts are ready to -imp,-ove theitr management system, 

)e'7a -y thOSe id& the leadership of a new gneratlon of businessmen. 

o0 r.stabl-hment of joint-ventures w'th Tiai partners: 

Tha;, "Cs. a-e faci ng problems of lI;m,,ted. number o-t suppl Etrs of good
11.y 	p'educts for overseas markets, The U S. f(rms% can contribute towards
 

~rgJo~nt-ventur'es with local firms produ:-ing for, internaticnaI markets.
c- ~ 
psoe 'frhe joint-ventured firm can agree to de'veloping (iuipopting 

i ,̂apt'ng' a e, cof appropriate tecrnnology for local productbon. Production 
rtan be made -n outlying regions, Thisp oducan by estabiishing plants 

e-E-,hreee--ob-e-twe5-of_-he --Fi-f-th-Pn-41 tP.ha t -ctribus-4 dis 
-Jon oiImarufactu ,'rg activ'ties away from Bangkok, to increased rural employ­

aipd u~se of 'C~a& raw mnater,,als,
 

- s an mpo,.t.an: area -nwhich new busipress can be escab'ished in 
-, -i- ented product-on, In this type of venture, participation of small­

, zed U S: F-mt, rather than the multnationals, wil be u;eful if the
 
-",enU ?e arrangement is made on more equ' tab! e tems. Literature regarding
 

- a-rangment with the multinacionals for the host countvies can 
:d I'hlorg st" (Praartset, 981), but the coming to Thailand of 
r'd um :Zea U S, f'.ems is expected to contribute towards better arrange­

: 
 o' Ta- partners.
 

" U S. frls can be instrumental in help-ng establish contact w? th 
'<;,S) both for local producer f'rms and for Thai ITCs. Although
 
'' ;oe'ng es ITCs are relatively very 'ja ge by Thai, standard, some
 

. coop -at*-n wth the smaller local p-oducers can help boost the 

ng powwe cf these sma ier f.rms vis-v~s Thai ITCs, In addltion, this 
g ace qual ty of Tnai products through appropriate technolcgical arrange-

SItconirac 'ng for a large distr-butor sucn as department 1 ores In . 
, a otr. for, o'f potentiat area for cooperation betweer medium- . 
f,,m , sta'i'r-medum f ems But, it is mportant towt 	 sized U.S 

I ortcrm 1, U such aerangement, ol erwise Tha, rasrces will 
o c, 'gn a 'f--d -nvestment with only temporary outlets, (e's ii further 

,... ted r sub~sect,:on).
 

" 8r;ng-n n cap*ita7:
 

, Jc . econom-c development oftfn ,.tesses that a developing 
y i~kseio..n ,Ita for investment ,nlatlonal projects. miS may be 

,oe c~te>•o e-ecil y fr sma) 'e, groups of companies. The capital 
1ve sa)d to be vrtuafly ont-led by a few of the 

U. e adn9 

o .. .,espec ialy those -n op n Atn bankers 
;~tr ~~ f~~e "'he rinancing if 'g~e bus-r'e 9 00 ~Thiln 

-	 y made~ ove drafts from comrnerc al banKs In gena'a, only 
S.i~e ated wi1tn the so-Ca 1cd cmnerc -t ranc-inoustryaf 


J have esy ams to substant'al amounts of loans. Smafler firms
 
y outdcP this cocdt network"
 

C'h, aucha. tua..on, partc pat~on w'it s ,edum szed uS,. fi r . 
oarar"unz ' meet ng capita srortagef,Fc- smAler rm. 'n t ,ha...nd 

rE,.e f rrm, car, b)-ng n capital for f xed In-ISM(tmet~nv~~ rJ~ 

http:mpo,.t.an


y.
 

With MS. par-ticipation, the joint-ventured firms can be more credit worthy in
 
1&eeyes of banking circles, sota their operating funds can be secured
 

ncas 


d) 	Es-.ablsh linkages between UJ.S. and Thai trading assoc'4itions:
 

There 4s an ncreasing role of Thai trad associations in -nfluencinging 
onent polcices, While some associations are quite influential such as the 

of Tai Industries, many are still less so. However, there are 
-valotche', associations with some degree of sophistication and controlled by 

it,gae-ations of businessmen. This latter group includes a numer of small 
d'trdim szed fi'rrs as its members, notably Small industr-e5 An,ocmationl 
i-mboth count es--sou dbe-encouraged-to- meet-7..... ­

discuss joint programs of actions, especia.ly inpromoting joint ventu.es, 
C..s ng, techinological and marketing arrangements. 

e) 	How the 0.153 partners can help inimplementation of Thailand's
 
long-term export-oriented policy:
 

Fromithe above discussion and suggestions, it seems that we are
 
..>ite positive ir going for export-oriented production which is also the 174i
 
; oV ,ents po . cy of restructuring its' economy, This is not only beneficial
alonE, it',and 	 gn smlleris also beneficai to investorswith 
S.- edium s'zed capital., In the present long wave of economic recession in 
-.iz.ed nd~s r al countries, most of the smaller and medium sized firms­

"a.c pre. seO a, they are relatively more labor intensive which isvery 
... '.riW,"r"hon'countcry. 	 that theseto 	 It is therefore jusMtflab-e 
....-:,ould Seei overs.eas Investment outlets, which have long been dominated
 

-r .. t at-. nas, inthe long run, these smaller firms for advanced
 
S, ?..a. ,..lunt.es wl migrate to operate in the less developed countries.
 

.,e he nvestient of these smaller firms in a iesz deveioped country 
..... iwn: s~~En'i-antiy to promot on of export nled p Od44t~on of 

S.t ,dus :ta" products, ).,L definitely integrate 	 sw.ll a host conty 

-o co;y ,v.,,h tar of te investing country more A arrange­intensely, ,.ng-term 

-1 . ~torcoun....ta u-ab >ntegraion sh6uld made pn'es /ngro. ae 	 be also in both andiesu: 	 . .. . . ­

, Tne investi.ng country should also restructure its economy, especially 
pha.ing c labor firms ord to provideo.'t smaller and intensive In r 
C o )ket In dong sc, the govern­.roducts from the host country. 


.nt o the investing country must have a poliitical covage to do 

.o as nh-s invite opposition from vested interes,.t .h as 
.sma2 scale producers associations" or labor unions of sma'er firms. 
Failure of a simultaneous restructuring of both the investing and the 
rhost e(onomies will only bring about jeopardy for the ,osit c,vrtry
and thr, overseas investors of the investing country berause teir. 
producs will not f-nd markets in the advanced industr-i count.ies 
due to pressures for protectionism from various ves-,ed tntereste. 
If "Aa-r a situation should occur in the future, 'tw 1 b, a great 
waste t ?reOWces for a host country such as Tnaiarid w ii ­

e a eady very Iimited. It will not be a w-e po1 ;cy , one'" 

l,ountr "s resourzes 'ina venture that wil become o oed-oc in the
 
onq 	r.n.
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Tne establishment of linkages between U.S. and Thai private trade 
asocazions will be instrumental in identifying business oppor-

With long-term potential. Many types of activity mentioned 
by the Thailand - U.S. Pivate Sector in Development Project would 
serve tnis purpose so well. 

KK 
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Act-ion Plan of the BOI
 

Status and General Outline
 

1, A draft "Action Plan of the 01 and GeneralGuidelines" was prepared
 
bValentine La-ie & Davies Consultants and submitted to the OBOdin January 1982
 

as a comiponent of the UNDP/IBRD Technical Assistance Project to the Office.
 

Since thcn, the 0Oi has reviewed and formulated its own action plan 
~fnr-furherc~tir~w~ch illbe more consistent with NESDB Plan. Main development 

r);ins 'and project , together W1th suppo ti e-Justifiainn~tiflhing.--6 jb ti V6t-t 
budget and/or tech~nical assistances needed were submitted to the Office of NESDB 
Ic-considerat'e'n and support, All proposed projects and plans were approved in 
pncip!e by N, JE3 whIe provision of budgets and technical assistances still need 
e settled with the Budget Bureau and Department of Technical and Economict 


Cooperation.
 

3. 	Main development plans and projects proposed include:
 

-	 Investrient opportunity studies 

Public relation campaign and marketing of investment opportunities-
to 	the target audiences
 

- Revision of investment promotion law 

- Reorganzatdon of the 801 and Office 

- Plan tc set up a un*,tresponsible for screening and directing foreign 
investment and technology
 

- ConstructAon of a new OBO Office
 

- Setting up an eff~c~ent investment information system
 

- Development and training of 080! officials
 

4. Action being taken by 80! include:
 

up a sub-comm4ttee for the purpose of reviewing the criteria
 
-Se-tn(, 


for investment peomotion aid protection. The work done is expected to
 
be completed by December 1982.
 

-	 On a continuing basis the 80! will: 

(a)Coniduct esea,,ch and studies to identify
 

. :nvestment opportunities
 

- problem aveas where structural adjustment is required 

Wb 	 Embark on a mar~keting campaign for active investment promotion to
 

genc-ai and target audiences
 



____ ____ 

(c)Build up an efficient investment information system
 

(d)Upgrae the Investment Service Center inorder to expand the scope
 
and mprove the quality of services provided to investors
 

Strengthen the technical capacity for
 

- prcaect appraisal
 

- investment opportunity research and prefeasibility studies
 

- investment promotion planning and strategy 


-The 
 891 will enter two new areas of activity as follows:
 

(a)The kdrafting of new legislation to incorporate
 

- chdnges inthe form, level and applicability of investent
 
incentives 

- redefinition of the BO's power 

- provisions for the direction and registration of all foreign 
investment and technology and setting up a responsible unit.
 

S() In add'tton to the incentives currently under review, the BOI will
 
also propose the use of other non-fiscal incentives.
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3. (uneral Secto~r 

TDo cooperate with the Chiambers of Commerce, banks
 
and other financial and business institutions in order to
 

promote the economic security and stability of the nation,'
 

To cooperate with the ASEAN, EEC and other international
 
organizations to promote the interests of local industries.
 

To~ enccuranemenibers ,to observe business ethics and
 

into three cateiorips.Membership in theATI is divided 

0odinary Member is a coraporate body that engages in 
any type of industry in Thailand and has been re stcr-d according 
to Thai law. 

Individual Associat ember is an crdbanary person enaqed
 
Lndustrial enternrise or in the comm~erce industrial-of
in either 


products. 

Corporate Associate Mem~ber is a corporate body that
 

industrial enterprise, but has not registered.lnder2
engaqes in an 

Thai :law, or thait is engaqed in the commerce of industrial products
 
but is not entitled to become an Ordinary Member.
 

To carry out the objectives of the Association, adm3.nis­
a Board of at least 25 elected membern
LratiOn is in the hands of 


plus the rrvetative from each of the "Industry Clubs." The
 
Members engaged in4Prcouidnt ia Chiirnuin of the Board. Ordinary 

the, _iu bkanch. if industry 'can holdi no more than one-fourth of 
the Loard iembec.,.hips. The Board is elected for two-year terms. 

W~thin the body are- 18"1 Industry Clubsil grouping together 
the membert,. in onec industrial sector, eaph with its own adminis­

"club" meetings.
trative cornritree, and each holding rer.1ular 


Tt-ae 18 clubs currently coniprice of the following:
 

1. Agricultural Machinery Manufacturers Club
 

2. Air-Conditioning and Refriqerator Induutry Club
 

3. Auto Parts Industry Club
 

4. Automotive Assembly Industry Club
 

5. Thv Thailand Fellowship of Cement M1anufacturers
 

6. Cur~tmics Industry Club 



.7.,~~~~2 ChmclIdutyCu
 

11 Tha GlsMauatresCu
 

13 No-aru Mea nusr Nu
. Fhoor' ce
 

i I
 

76. Chare tical
Industry Club4
 

17. Luentrae Industry Club
 

15. Puberkaging Industry Club
 
;;:i; ):
; ~I, 


16 hraetca nutyCu
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Th"Indutitrial' Finance Corpoatio of.'444. Thailand-~
 

BU4 A4"4-
* 

4, 'C~ ~ ~ r 4. ph4ac hai4"Sophas t4'4on4hon"4 

Th lnus riI Fin ance'. Copoato ,4',-.'.of44."~ Thailan (IFCT was . 4.~4 

set4 up'yeas tweny-tw gobyspcil lgilaion Is ai
 
44etiai sss in exaso an.d
to the 
 modernization,..94.f4
 

industrial~~~~44444' h piaosetrad enepiesi ohl 

_Y(1 -a1m P.tc-ca ~etAn.te co y .1n-q' h - o rd a 4 -t-,-­
rol of to''''~. neis~'4". ac'a fc ioc tl 'FCo ai
 

ecnoi development.­

inutrializtiotain Tailaod oflpIrti promaote 

c~c rC 0n tv ~tyos iroby prjcs an hrloation. tspeca
ConjctIvi*," rtot aeu ive toe aprioit pr Ioetsniaton

ndlu~rtl eterresvi indus~vtisc and oetshecte 
o 

~i,; iri.c~itrL caprtaL (tw abli 1) . .eouTr als4n-orte anod 1 t* for aepioltq o*t rjjto i ct otoiene patajysts.E rpd 
economic~abl I~eomn..-

Tpolit Rate 

qs tob 
fron,int ;aK off nThailand .theppooe 

Thereoctlttie thaogteram cnriote gre.tly1o he 

Aqro-iMdto'Z Mrand indstrait tI ae f 
-,urgy-ovi ??Croesntsovaotaxmzeispoft ua. 

,,)%ct o inees jn naCT vary.0tso thakkt" lepesovinscet 

http:modernization,..94
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Tno hrst loan that JFCP1 mcidewo in 1960, From 1960 to 
~pt~~b~ I~T &ppow' 1an o 594 projects theths y~r

t-otal v,.du(. of wliich uriountod to 6e203 million baht. In re.-ent 
io! ,,pioi -xpanriion taken plave. During the first 15 

:3 	 of, S OXI" tenC fl' CT's loan .IMOnUtid to approximately 
mm~'; 11 on n~iht. This arnqt~nt is siqnificant when compared 
al ow- sa odurirq the last two years whi- , amounted to 

;ii!W'*lJIn baht. Durinq tthe 1960s the average amount 
4pOvt.cU IFCP1 baht this~al )I by was 6T0 mit11ion per year and 

-nc;:54akd TO apprroximately 1,000 muillion baht per year ,i 

_______ Pc~t41Al toc~it.iofl of Funciii 

Aw,.dc vatriefy ot industrier bivro benefited from IFCT's 
t)Per,4 t1on. CFM funds bret toI have channeled traditional 
typoc!01 rtustriesn zuch cis texti)e!-, and leather products, 

c~qr-~nust~es twninq and quarrying industries, chemicals and 
ntmce- pr-')ucts indUstrips, metal and non-mietallic products 

aucu~tries, etc. 

Sse tnr that hL-s obtained tn, 1argest amount of loans 
f, -no'~non- 'etal1 ic products sortor which connists of such 

iar Conert, Cerum11ics, ricks, Tnishl~~ etc. 
>nu~tuir,;~cto.r -L1iive,( a riqnificant aniount of domestic 

* sectof itV'0unt~i; for twi~nt'/, per cent of the 
iiin pp, oveti hv IFCT or I, 64 muillion baht during the 

i'e: r 1981.Iu6 1")rnd to 

',n f~wicht- han obtained the second largett amount of 
~ c' t~4r-ndsri~~wtrwhich embraces 

~~ct", it. In~rli1 t f~ veqjetail]0 and fru it canning, 
~c1, r.1k product:;, oto Thiir sector accouints 

~ p rccZt iufthe total funds approved during the same 

o. It oc r)r r( latePn to ironi cind cteel products 
t~tIa~ >rdtuts.Apprtoxiat-.ey 13.4 percent of TFCT's 

~~ 'n ~4,t to, thii, ,;ictor. TIhe avoxt most 
~r~1 ct~tn~ 1nd ch-emi al products sector 

0 4 o t II CT I fLnd s 7 86itoc Citod 9 prcor 	 or 

~~~~.~ ut ~ r t I t or aboot 0i4 q Itc"'nt. of 20 0 mi I 1lion 
(It thr en-year ;-,,r 1 ej ?,'or in, rNorf.heast, East and~ 

'o.<(41i inc, 4GkOkunt-d for iieunn fthn rivvil p rcent Oach. 

http:rdtuts.Apprtoxiat-.ey
http:4pOvt.cU
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or "thfor hand, if one 1ookL; at the first ten months ofA 
,-. yo a r no cn Feo tha t th(i p r porti on o f fu rds t-hat went 

0 Upcunt-r ar a c Ill i This is dueeprcipitous1y. 
to th tight money situation, which made commercial 

i 'icoe toucIv'c 1 tzo provide wotking -capital financing, to new 
")dojoCtS '.hL si~tuaetion aiso mnacd it more difficult for IFCT 
,o -oi An' baht to to.regional-­,:u -tkrni unds on-( nd 

ro~t~whi~htend~ to require a greater proportion of local 
currncy firncirq. 

,'noormity with thte Thai qlovorninent's policies, 1FCT 
,; tCuu o itwc. attenltion on tbe pa~tr oFgrow-th Kerhi-t 

____,r 

. rte aI 9roowti This stems from i tr, philosophy that there 
ois. 4$o development both agricultural"i harti onious3 of the and 

t r t.~o idI~p~~ i ji ho- iio-'1ti J ha Iancnrl g rowth.* Thin 
Nh ' 14L o .muuh imp to aq ro-i ndui triest'(1 o ven .i.c 

t"CT 1: one Ot the main institutions that helps to 
,cou ae iru-,Utrial decentralization in Thailand. It was only 

znt ,itly 1976, that special attention was paid by the 
c goe rent to reqional (iovelopnert. During the past 23 years, 
~IiCY ,s ,hanniec; about 1,673.9 nillion baht in loans to 

. ,-t l...ate outside. Bangkok and five nearby provinces. 

In1s pro-ect analysis IFCT examines the balance of
 
~:.TharA. .. of every proect it Uinances. The net balance
 
o:A ymn: t. sfects !stimted after taking into accounte are 
w:prt of a hinery, intermediates and parts from abroad, the 
tf>W Ot nt et, dividends, royalties, know-how fees etc 

Aou'r cto.. urinqr 1917- H1, thi not surplus f rom IFCT 
0) U I t t 4 ,t '.2, 49H mi II ion haht.timflt1 

" ci" ,i th' i~t: f ive generated:t' ot .irint yoars 
, i/ L. , v e rid 10 ,o00 mi l 1, i ne r.,aed wi ad by on 

t .o thti vo Iuo of domest-i raw ma teria Is ufed was 
. . n tott 14,000 millIton bartit 

a.,c toi to provioing mediorn and long-term loans, ,FCT 
in tne ediutty of ntfrprises that are 

'*u - evelopmenti quarantei.s credit madec,> orn,c tto pr ct from i iniaicial intitution or from 

g ra io;:,icin -ry IVCT 4lso providos a Variety of 
S . ol i ,utriolits r,,ch iv aJovice on mark t, financial, 

.. . y~ , 'h n i-ur t I, ,inq Co., , td Can le ase 
ri ,t i 7 nt 1rfn to That1ntre preneurs who wish to 
th( : p( i u v capaci ty hut find iL1 lfficu t to raise 



re obcm6di onle- ti iacn.Terfri 

oroducors it is no longeressential for Thai industrialist to
 
of production.h-e the owner.3 of these factors 

Apart ' rn:,,- tho direct assistance given to Thai 
has also canaed out measures to help
industrialists 	 FCIPt 


ceoop thm capitail market in Thailand. The Mutual Fund Co., 
ielIp mobili ze•d --in, itnvestient trust, was 7,.t up to 


a channv.l dinrectly intho producti vei tm
ar.d them 
mFC prt ,sional taf t soe k to identify and follow-up the 

procqrs i ff companies, for ofnt . .f. the purpose making 
assists 'industrialistscnwt-c-i'or hforsavers. n 

that it helps the to mobilize fundsjeosi 
the 'pu bli cwi thou't ha ving to ear aETht 	r vii t r.t'f ion 

£tO f . thTir company will be affected.wh~r.;4ic 

r&id tion, IFCT helps administer a ,000-mil.lion-baht 

c~pi~t. a~tDevelnpment Fund .((DP) , the main ohjective of 

iF to 'abilize the fluctuations in share prictes in the 

Sccr*.t-s Ixchange of Thailand (SET) . Such activity helps to 
I~ai! nd's financial structure in accordance with
 

ecen - government
.3hd policies. 

Tfil1; rQ noted that. IVCT1'4, activities compolement those 
instance, whileotCO;141wrci.l bank;; 	 and fitnance comlpanies. For 

1FCY v~ciI m,!4iium ond long-torm I)an-; for financing fixedd ;~ 


S 5 1 a an eqUipmunt, as well as the cost of
such1t n',dchinery 

crnstructioi and land improvement commercial hanks provide
 

:"c ' with I workinq requirements.cii,-ts loan for capttal 
, nvnce I',i I!'s cIent.; ire th% new and small 

part in q-enerating additionalilUt:t. i i z!3 fc,, ,pllys a major 

I 	 .LtnO. to "CT'i tor t,"to lndutitrialI i'z, the country 

,va ruwd, tchnicil and other kinds of assistance to 
v1a 	 nCIP hntv recently carried out research on
 

ts.ar q
e r , tthe, ma"n objective of which is to identify 

tr.. t.,' -. tchno)ojy that will. e appropriate for Thailand. 
that the results of thl:S rsnearch Y4ll bet i anticpant

od-r .'. Ii'Y t. f in providinqc dkuici nes to Thai 
i -"unt r , i tit. or thn, va Ia ii on aid aicil;qti i t kon of fore ign 

#i Vh pa,- t fwor (('i(1ev- I iVT ho-ts i iitJ ian tLy 

"n ii p r)i i nq m u i ando iii 


i oriq- t ,n I] ~anr~ i )r I tiiciirij rc t, that (;n-r' ate "
 
.irIi,;.z~t', 	 o. or~ li~c ahd social hlnei t t to 'ha i lan(d. It has 

irlz.tr~Yt o~ n!nw ao t i vi ion! thIt pr ovi d, 



t>471fi <lWi?.i~;r. w . .... t\Ai *4 - , . 

O vi Aq ay I N tut ;N i IF C 

will MLin'ou Ln ploy Mn pat, in prcomotfing9 Lindua.trialt ion 
Hi the count ry. 



:etails
'--,,,:rop--sal:. 7 , ) F:: on Ui
i:an.pr 5> 

...... Amount:.. Bt, 750 mill ,ions .i:
 
ya-~r 2 '.
 

Ineest Rate: 21 p a.- during grace.perio and,./
 

..;i:~.. ~ in repaymen r.......bdi
ibusmn'....~ ~~3 p ......

Disburement: Reimbursement metho on project-by-projectbai 

Pr n ia i d inor, P erfls : mad(, annually ':* ' 

PRinipaymvn lt fd i in. .rti a .
 

..... 2.. IFCT's .,ubloaris 

Bt. 20 million in y 2 

interest Ra,:e,, IS1%p.a.i of which .5.5% goes to IFCT : 

?.-3% goes to USAID 
~ti tiizt6.5-7o5% Special Fund
IFT onronal o goes toe 

" Disburseme n Two-thirds of thp loan ,pproval in " f "e. 

OnA-tmu'd of the lan approval inthe second year 

__ vNir ,odi thyl. 0nsyaetlywiwIltb1 invested (At 15%i rv qcrichite 

pna, ) rn perlhy an 

_vo 


rae IfoC 


3,, Spe~cial Fund 
Amount- pa3of the dutstadin suloans during yearI to-year 10 

ib 6.r Pt a. of. tne ni ub- ans during year e utste ndng o to year 40
 

......i Al 1nSttentrnpcil Fund irt uSly .ad totally usd by. FCT
 

. p..... f- yes"h..u..'
.. e d dmortiaCh 




___ ___ ___ ___ ___ ___ ___ ___ ___ ___ ___ ___ ___ ___ 

Anntex~V-Vt-2
 

USAID'S LOAN PROJECTION
 

' 0utt,tandinq stib- 1oaris t, IJSA 0 (2-3%) (5.5%) 

1 20 0,40 1.10 

2 4088 2.42 


50 	 1.00 2.75
450 	 1.0 2.75 

650 1.00 2.75 

750 1.00 2.75 

850 1.00 2.75 


50 	 1.00 2.75 
so5 1.00 2.75 


H48.34 1,45 2.65 

1248.6P, 1.40 2.56 


4K.02 1.35 2.47 

43. 	3F 1.30 2.38 
41.70 1.?2 2.29 


ii40.04 1.20 2.20 

1'38.3H 1.15 2.11 


18 36.72 1.10 2.01 

19 35.OF 1.05 1.92

'-V.,-. 	 m ......
i '
 7033.40 	 1.00 1.83 

21 31.74 0.95 	 1.74 

2?3(0 J6 09 

- .4? 0.81 1.56 


2426.76 0.80 1.47 
2500.75 3I 1.38 5.5% 

3.4 0.70 	 1.28 
$1?7t 	 0.65 1.19 

2?2."0.60 1.10 
181.4 0f5 1 01 


30 616 0.50 0.92 

3115.1404 0.83 


121348 .40 	 0.74 

10,i ,f,0.11 

341J~0.3o 0.55 
a..5G 0.?5 	 0.46 

366.84 0.20 0.37 

37 b1 ~ 0.15 0.28 


- &35? 	 0.10 0.19 
391. 	 86 0.05 0.10 

40- ' - V 

f iqtrP,- arv., inm i rm r' of 1)a 

Annual 
incremental 

1.50 

3.30 I 
3.75
3.75 

3.75 

3.75 

3.75 { 

3.75 

3.75 

3.14 

3.03 
2.92 
2.81 

2.71 

2,60 
2.49 

2.38 

2.27 

2.17 

2.06 
1.95 

1.84 

1.73 1 
1.63 6.5% 
1.52 
1.41 

1.30 

1.19 

1.09 

0.98 

0.117 

0.66 

0.55 

0.44 

0.33 

0.22 

0.12 


- v 

Acc Iau1I 
tive 

0 
1.50 
4.80 
85
 

16.05 
19.80
 
3.55
 
27.30
 
31.05
 
34.80
 
37.94 
40.97 
43.89
 
46.70
 
49.41 
52.01
 
54.50
 
56.88
 
59.15
 
61.32 
63.38
 
65.33
 
67.17
 
68.90
 
70.53 
72.05 
73.46
 
74.76
 
75.95
 
77.04
 
78.02
 
78.89
 
79.00
 
19.6b
 
80.21
 
80.69
 
80.98
 
81.20
 
81.32
 

http:341J~0.3o
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-~ ANNEX V-VI-3 

Proposed Utilization of the Special Fund
 

The IfWlO0 lin ofii$?.I mill ion (approxiintely Bt. 50 million) will 
qonoratp a cointerpar( fund of (ibut US$ 3.5 tollI ion (8~t, 80 10 11lion) over 
the loan life of 10 ytirs. the annuel .increase of the so-called Special 
Fund will fluctuate from ye~ar to year but will vary from Bt. 1.5 million 
tEo Bt. 3.75 million di~ring the first 10 years. After loan repayment 
begins the yearly increment will decline gradually until it reaches a 
minirial amount of bt. 0.12 million in the final year of loan maturity. 
In this paper, a tentative plan of fund utilization will be outlined 
assuming that the pattern of utilization is uniform throughout the 
.O!ytalr-perir *-e-I -imat-fI t-jy-and-hti t-ct il-di sburs ements-wi!­
correspnnd with the amount of money available in the Special Fund in any 
one year usini Year 3 as the Sample Year. 

Proqrsms for Fund Usape
 

The Corporation intends to channel the proceeds of the Special Fund 
to tne following types of projects. 

Eaulityinvistment in small and modium si2ed enterprises or projects 
icaeiin huP-COUr4'j rreA: IFCT will invs inthe equity of private 

t*t Serpriss hdve social benefits. Small andwTic I high economic and 
wium sized r.nterpri- es are those with total assets of not more than Bt. ­-

50 million inr.up-country projects are those located outside Bangkok and 
5 nearby provinces (Samut Prakan, Thon Buri, Nonthaburi, Prathum Thani 
d-a ChaChoen -sao). 

P.Trornot1On i;t prvlwt, srctor invo.tmnnt: Seminars and business 
ilet T Ie orC,)ranId s As to introduCI Government's policy and 
IFCY's servi ' to industrialists and potential investnrs,. Part of the - " 
a oney will tiv used to prppare investment opp(crtunity studies for . 
" disfminatlntn :interested parties. In addition, IFCT plans to assist 
and: rive idvice to industrialists on project promotion and development. 

'. Preparo, r ... ... y.tsdheS.t s Ai part of the attempts to 
pra ien'VI "T cajet preteasibility studies forrry out 
rpotntl, inv,,slors with eiphasis qivcn to priority sectors as stated in . 
,tieGovternmen:Is Flfth FIVOe-Yedr Plan. Thesu sectors include 
oxporrt-trient,.ii indJvtrii-., aqo, lndmtrie!, energy-sav ng projects and 
ri"sourrv -ha , iind t.r i #-.. 

. , PrlmoII i I i) tf ,i I v(vf1.ti0r1 t: BhOok I s on d rirIq bu iln(-.s i n 
.. ,op : n nrF~s will prepared and distributed to 
pot.(ti, Ii. t oign inve.tors. Tho topics to iie covered include rules and 
requlations (vern~nq local ousir&is practici-s, foreign exchanqe control , 
Vit,11 StatlSil :cs tnt' country, ,ind tAxatln,,,. 

N' / I ' 

http:oxporrt-trient,.ii


~ANNEX V-VI-4 

~.Tra in inq4 
statT-o-TrT-T 

'~reatitig 

Pdr of the Special Fund will be 
&,,d/or uSA11D Loan's clipnts to ai tvnd 

to business development. 

used to send the 
training 'courses and 

Th cost hriKdow.inof the ahov'-proposed programs of Special Fund's 
tisaqe is as follows-

A) Assumniq Emit Irives tinviit (Iilht) 
Amounts Perentage 

Equity investment 1,687,500 

PromotJ~l)on oe 
lflvct~tifleft 750,000 

Prefea,;ibil ity studies 750,000 

Prnmotion of foreign investment 187,500 

r in 1875,50,0,ranl~i -. : : 3,750,000-

45 

20 

20 

5 

1010 

t,Assumi'uLjno j:jiy Investment (flaht) 
Amunts Percentaqe 

Prnmot or, of private sectorinw "m n :iv 

fPrefew:,ib I i.,y studiles . 

1liZ ,n)O0 

1I,(,87,500 

. .-30: 

- :45 

" -

. :" :; 

.<- :", 

. :'.:._ :: 

Promot on ot 

Trainlnq 

I-twL'ieju~dbth '~k 

toreign investment 

of ttive xptwnditutres 

187,500 5 

/50,000 20 

! 0ee rnen.100 

involved is given in thfe 



NNE-LX /VI-5 

Atachmeot: 	 Detailed cost breakdow
 

A) Assume Equity Invostment,
 

8) Assume No Equity Investment
 

.Equity investment 1,687,500
 

2.Promotion of private sector investmnnt
 

of whictK ! !); 750,00 	 500 : 

M. Accoi1wautio 	 anArd 
R1 1000p'? 300,00
 

?,2 Trajnsport 180,00)0 270,000
 

2.3 	 Pertiem 100,000 150,000 

2,4 	 Ho-nourariwm for 
speakers 20,000 30,000 

2.5 	 Preparinq opportunity10,0
 
Studies 100,000
 

2.6 Field Trip 130,000 195,000 

2,7 Qtrher expenses 20,000 30,000 

Prp, e ibh ,Zstudies 750,000 1,687,500 

3.1 	 Consiltint. foo, 400,000 900,000 

3.~? 	 Printing anid10,0

reldted cr~ts 50,0001000
 

3.3 Accoaniodation 159,000 300,000
 

3,4 Transport 100,000 300,000
 

3.Othi r Pxppn~es~ 50,0(0 	 87,500
 

A<<2i 	 34 

y$ ' Z ; ;ii:::' :} : ! U ;i:'{ #: ?? : "i} i ? :() ' ' I:' 4 	 1 }) € rd: : : '; i ; N: : ': 	 Ar. '52>: 



ANNEX V-VI-6 

4. Prrnotin ot forvin investment 

of187,500 187,500 

4,1 flroachuros 50,000 50,000 

4.2 Data Collcction 20,000 20,000
 

4.3 Field Trip. 50,000 50,000-.
 

4.4 Transport 5O,0ooo0,0 

4.h OJther expensces 17,500 17,500
 

5. Tra,,ninq 375,000 750,000 
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4
O-C~jS OF ST=R CRITER~4~'~ IA~~~4 -- 4 

1J1)C~1 wilb-) aw1e oCai# 
atio.t o4 and 

6RIVi'1W0' IOIorD~t[)~w.AnxV 
LxFwillKIS ScllltlRY CITEIA 

P1tkXr CHEro-S 

1.'XtinLii pfltea tod 

tr-wa o$1 

Cnrsj(r riotior L a 1 nia.xi e ii 

Lfl ~ i;ut analysis have been prepared.
.OO~QQ. wJ 4A (,I) - See Part III Project Pappx. 

)t to 

~c..tat .~4cur-(a) (2) No further legislative 
actioni required. 

tA intry, .Lsi E4~pwfor 
w~1t~~ ~$ aw~a citi~ 

.4~~ ~tot, 
'I 
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tagete at acceleratingio
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hproject asodirctly 
8ectohanital techafor 


co(4peratio& between U.S. -

and Thai privato sectors. 
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CIF V;t o nreefcinyo 
and idusties nd t 

an in(f)~~aj to~.vjtinte 

i.FAA .~~'' 
C(~1L 

p~y~CtWLso~q 

0t L& 

onQnofll 
fUS ~opportunities 

601(b) Sb projoct will identify
and prarate invesitnt 

in the 
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Su8j, PRIVATE SECTOR IN DEVELOPMENT PROJECT - REQUEST FOR 
ASSISTANCE 

REF; STATE 205452
 

I. FOLLOWING CGCAMUNZCATION ADDRESSED TO USAID ACTING 
DIRECTOR RECEI:VED 7/27: QUOTE 

DEAR MR,;UEEN.R:
 

I WISH TO THAN. YOU FOR YOUR LEZTTEn WITH WHICH YOU HAVE
 
A1TACHEO THC PRIVATE 'EHCTOC IN DEVELOPMENT PROJECT PAPER 
FOR NESO0'G REVI .+W AN) PROCE'tSING IN CONJUNTION WITH 
OTF-C AND. IFCT. 

THERE APPEARED TO 8C A CONSENSUS AT THE SEMINAR TO REVIEW
 
T7E PROJECT AT PATTAYA ON JUNE 26-27,. 1982 THAT THIS
 
PROJECT WAS VERY WELL CONCEIVED AND WOULD PROMOTE AN
 
AC71VC PRZVATE P\RTICIPATION IN THE COUNTRY' S DEVELOPMENT
 
PROCESS FOR NE.03a, THE PROJECT IS VERY MUCH IN LINE WITH
 
OUR NATIONAL DEV-LOPMLNT POLICIES AND WE FULLY SUPPORT IT.
 

IN TH S CONNECCZ,4N, WN- WOULD LIKE TO REQUEST FROM USAID A 
GRANT OF 4, 0 M:. 4 -N 0LL ARS AND LOAN OF 2. 1 MILLION 
DOLS 10 THE INOUTRT#L ;!INANCE CORPORATION OF THAILAND 
(IFCTI FOR FU'.,="G ASSISTANCE TO THIS PROJECT. 

17r WOULD BE CVEA7LY APPRECIATED IF USAID WOULD GIVE A 
KIND CONSZRiT!ON ON OUR REQUEST AND WE LOOK FORWARD TO
 
HEARING.iROM YOU VERY SOON.
 

- SINCERELY YOURS, 

•- LI ONE 0) 
- SNOH UNAKUL 
- :SECRETARY GENItRAL 

. NES .0 

END CUOTE. 

Z. JSAID CON't-t+S THE A. 1. 0. REQUIREMENT POR AN OFFICIAL 
REQUEST FOR A!J STANCE TO HAVE BEEN MET, DIlAN 

• , i . , •.° : . 

" : "4" + - + ! ++ :4 ; ' + ;: ; <+. , . .. L M " L ,
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