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1. INTRODUCTIGQN - .

» . .
The last two decades witnessed the Thai economy growing

at a rapid averlge growth rate of 7-8 gercent per year. This, in

conjunction with the decliniﬁg population grdwth rate in the last

decade, has resulte&rin a rapid increase in the per capita income

of the population., In addition, there was a significant transforma~

tion of the economy from one relying méinly on agriculture to one

with a more diversified base. (see Table 1.1) In fact, it is now

widely acknowledged that the country is fast approaching the state

of a semi-industrialized society. )
Sincé the success of any economic sSystem is to a great

-extent determined by the roie of the government, the credit for

therrapid economié'eXpansioh and transformation of the past must

at least partly be attributed to the public sector. In the case

-of Thailénd, the basic philosophy guiding the public sector in

the past is to refrain from direct competition with the private

seéfor. The pﬁblic sector has chosen to play a subpbrtive role

;ib tﬁe private sector by prbviding the necessarf public faciiities;

services and certain ingentives to encourage investments.

Public expenditures and revenues were thus maintained at
a stable and low level so as not to compete too greatly with the
private sector for resources. They wers yoneralily kept below one

fifth of all eccnomic activity; ‘(see Tablz'1.2) The public sector
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deficit has also been managed so as not to create instability in

the economy, It was about 3 percent of GD? during 1977-1981,
P : .

*
Another basic philosophy adhered to by the public sector
is the promotion of free exchange of goods and services with
foreign countries, Table 1,2 shows the. ever increasing proporticn
of eccnoﬁic activity which is linked with other countries.. The
proporticn of exports plus imports in GUF increased from 38,7
percent during 1962-1966 to 55.1 percent during 1977-1981, The

cpenness of the economy has ne deubt contributed to the rapid

economic growth of the past,

Despite being regarded as a success case, the rapid growth
of the Thai economy also has its costs. It is widely acknowledged
© that income and wealth distribution have gotten worse. Furthermore,
the economy is facing the problem of ahsorbing the increased labor
force, There is also the lingering problem of the increasing trade
deficit, This is nct to mention t'e increased instability which
cemes with a more open c¢conomy espec.ally at & time when the world

economy is subject to increasing trade protection,

Notwithstanding the abcve, the weskness of the public
sector has Lecome more glaring in recent years, The govermment is
finding it morc difficult to finance its growing expenditure needs

under the present revenue system. Thore is aiso concern that thg
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government has beccme more involved in the cceonomy. Although
fisures in Table 1.2 show that the proportien cf public expenditures
to GDP in nominal terms has not changed toc much, such a proportion
in real terms has increased from 16,1 percent during 1972-1976 to
20,7 percent during 1977-1981, Since 1974, the trend has always
beer up. The increased competition for rescurces with the private
sector could mean that the government may be moving in a different
direction than in the past; .This paper hcpes tc review scme major
fiscal policy issues of the past with regard tc some of the problems
mentioned. . It does not hope to give a definite condlusicn as to
the general direction of fiscal policy, This will be left to the

yeador,



2. FISCAL POLICY TN MOBILIZATION OF FINANCIAL RESOURCES

k!

2.1 Changes in Savings and Investmint

In the.frocess of econcmic development, a major problem
usuallf faced by a developing country is the lack of sufficient
financial resocurces needed to finance in rapid increase in capital
formation required., Thailand is no exception. It can be seen in
Table 2,1 that there is a large saving:-investment gap in both the
private and public sectors which must be supplemented by foreign
capital. This internal savings gap is in fatt much greater than
the external trade gap. It can therefore be drawn through the two
gar analysis that Thailand's domestic resources are insufficient
to helyp finance the larpe investment demznd needed te promote

development,

The savings gep as a proportion of GDP has in fact shown
an increasing trend since the 1960's except for a decline during
1971-75 as shown in Table 2.21 It has, however, increased to 10
percent durinc 1876-80 which is much higher than the 6.8 and 4

percent during 1866-70 and 1971-75, respectively. It is also

higher than the 6,1 percent trade gap during 14976-80,

1 : . . i .
The decline in the gap as compared te GDP during 1971.
7% was Jue to the shary decline in the growth rate cof investment

while savings growth remained high. (see Table 2,2)
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The incréasing savings gap, hetever, ié not due fo any
inability to mobilize domestic financial ryescurces. Savings as a
rropertion of GDP has remaihed at a satisfactory level of 15-17
percent during the past.two decades which may be censidered high
for an LBC. (sece Table 2.2) It has shown 2 gradual incréasing
trend from 15 percent during 1961-1965 to 17.2 percent during

1971-1675, - However, it dropped to 15,3 vercent during 1976-1980,

The increasing gap is instead due to the high level and
rapid growth cof capitsl formaticn, Except for the period 1961-1965,
gross investment has always been above 20 pexcent of GDP. It was
reiztively high during 1966-1970.and 1976-3980 at 26,6 and 24,1
‘percert respectively. The sharp decline to 21.9 percent during
1971-1975 was probably cue to the first oil sjock. The slower GDP
growth andé hizhk inflation rates as a resul® of the shock may have
created uncertainties tc the investment climate. In additiom, the
studert uprising in 1273 and its aftermaih may have created political
unceftaiﬁties which advefsely affected private investments. However,
a larger‘blame must be nlaced on.the government, Public investment
as a proportion of GDF declined sharply Ffrom 7.9 percent of GDP
duriny 1966-1970 to 5,4 percent of GBP during 1971-1975, (see

Table £.3}



2.2 Public Sectcr Savings

Table 2.3 also shows that the public sector ﬂas been
making less contribution towards saviangs in the past two dec;des.
The trend is quite clear, From 2 high 4.% nercent of GDP during
1261-65, yublic savings declined fo cniy 1.8 percent of GOV during
1976- 15806, The persisteht use of deficit financing could have
also contributcd te a léwer savings rute for the economy as a
whole, This is becausc the govermment savinps rate is found to

be lower than the private savings rate. 1% wias .5 percent during

1976-19&0 as compared t¢ an eccmomy .averiyps of 15,2 percent.

4 more detailed braakdowﬁ of sovirgs in Table 2.4
shows that both the government's and puk. il corporntions' shares
in tetal domestic savings have ;oﬁe dowi: considerably over the
years, From a combined share of 30.3 percent duriung 1861-1965,
it went down tc conly 11.7 percent duriny i976-1580, Household
savings and business savings have, on the rontrary, went up sig-
nificantly, The former went up frow 7,5 pevcent to 77,8 percent
while the latter went up from 2,1 percent to IC.S.pcrcent. {see

Tab

preat

G 2.4)

2.3 Financial Institutions in Savings ¥chilization

In mebilizing houschold savings, the covermment has

relied mainly cn the private sccter tc ¢ the job. There are many
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financial institutions in the :ountry with.éhe rcie of mbbilizing
fipancial resources, The most important group.is the 16 domestic
commercial banks with 1,448 branches including 14 overseas

branches. There are also 14 foreign banks.with 20 branchegs, But
their role in mobilizing domestic financial recources are rather
small.' They rely mainly on foreign funds for their capital base,
In 1580, commercial banks as a whole generated about 70,8 percent

of savings mobilized by financial institutions,

In addition to the commercial banks, there are finénce
companies, life in#urance companies, agriculturai cooperatives,
savings cooperatives, pawnshops and credit foncier comﬁanies.
Together these institutions accounted for 17.5 percent of savings

mobilizad bty financial institutions in 1980,

Although no reliable figures are available concerning
the unorganized money market, it is believed to play an important.
role in savings mobilizatien, Any policy employed by the governw
ment t6 influence.savings must therefore take into consideration
the unorgaized money market and the various private financial
institutions in the organized money-market since they are major

outlets for household savings,



2.4 Interest Rate Policy on Savings

Since the majority of savings are mobilized by the privatc
sector, fiscal policy influencing savings are done mainly ir ax
indirect fashion, The most important policy concerning savings

is the goverﬁment policy governing the rate of interest.

Prior to 1975, the maximum interest rate on savings and
time deposits remained stable at:3.5 and 5 percént, respectivaiy,
But due to the hipgh inflation rates of 1673-74 which eroded the
real return to savings, they were adjusted up by 1 percentage
roint in 1975: Since then, there were also 3 other adjustments
ir 1979, 1880 and 1981 as shown in Tzble: ;5. These were adjusted

to conform with the inflation causad by the second oil shogk,

Althouph the 1870's witnessed & more flexible interest
rate policy, the adjustments lagged scmewhat behind inflatign,
In addition, the rates of inflation were usually much higher than
the nominal rates of interest. This means that the real rate of
interest remained negative for most of the decade, It is therefore
not surprising to find that the savings rate declined somewhat

during 19761580,

The direction of fiscal or monetary policy in this
matter is expected to be towards more flexibility. This is witnessed

by the recent action (4ugust 1982) of the Bank of Thailand not to



force a change in the interest rate through the lowering of the
irterest rate ceiling on savings and time deposits. Instead the
bank relied more on market forces and indirsct measures to

pressure the commercial banks to lower the interest rates themselves.,

©2,5 Tax Pelicy on Savings

Another pelicy which affects savinss is the tax an
interest income carped, During 19611976, income earned on interest
were exempted from taxes, The equity considerations in the Fourth
Plan period changed this in 1977 when & 1C percent tax was_colleéted
or. such inceme., It has also beer -larmed thoat by 1984 intersst
income earﬁed will be included with ¢ther types of income and
assessed under the personal income tax stryucture. This would be
nore equitakle to tﬁose people whose income come mainly from wages

intead of interest,

However, the tax package introduced in February of this
year has rostponed taxing interest inceme under the.personal |
income tax until 19%7, Irnstead, the tax on interest income was
raised to 12,5 percest. This means that income from savings will
generally be taxed at a lower rate since the income fax rate is
between 7-65 percent. This may reflzct concern on the nolicy
makers part that savings may go down significantly if there were
to be suci, 3 switch, It scems econcmic rrowth consideration has

outweighed the equity issue in this casge,
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(2,0 Debt Management Policy

Recent fiscal policy trends shn# that the governﬁent hag
been rvelying more on the mobilization éf financial resoufces through.
debt financing (see Table:2,6) The proportion of public sector
debt cutstanding to GDP in 1975 was only 18.% pevcent, PRut in
1980 and 1981, they went up to 7.8 and 0.1 percent, respectively.
Debt increases from domestic sources did not show much significant

.changeo it was 14.5 percent of GDP in 1975 and increased to |
about 16 percent of GDP in 1980-1931, UIUxtexnal debt, on the other
hard, increased significantly from:4,1 percent of GDP to 31,8 and

14,2 percent of GDP in 1980 and 1981, res;ectivéiy.

A look at the debt service ratic in Table:2,7 alsc conw
firms that debt repayment is consuming ¢ iarger proportion of the
foreign cxchange earnings from expert of goods and servicgs., It
increased from 2.3 percent during 1072;1§?6 to 5,2 percert during
1977.15831, However, the debt service ratio is still much lower
thar the ceiling set by law at 7 nercent excluding the repdyment
of defense debt and at 9 perceht-including the repayment of defense

debt,

The tetal nublic debt ceiling including both the repayment
of internal and external loans is set 5y a 1964 law at 13 percent
of the public revenue collected each yzar, Ia 1976, anothet law

was passed to contrel the incurring of foreipn debt, A ceiling was
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set for new foreizn debt commitments at 10 percent of the public
expenditure budget} Actual figures in Table:2.8 show that new
fereign debt commitment ratios have in fact come very close to
the ceiling in recent years, It was:9,7 percent in 1981, This
again confirms the increasing reliance of the public sector con

foreign debt financirg,
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%, FISCAL POLICY IN ECONOMIC CRO#Y- AND EMPLOYMENT CREATION

:3,1 General Investment Policy

In promoting economic growth, Thai fiscal policy in the
past two decades was mainly designed tc promote a high level of
capital formation in the private secter. The Board‘of Investment
(BOT) was set up in 1959 whereby a numier of incentive schemes
were provided to both domestic and foreign investors. The govern-
ment itself withdrew from competition with the private sector by
cutting down the number of state enterprises from over 100 in the

1560's to fewer than 80 in the 19701s,

Public expenditures were undertaken with the view of
promoting private investmerts and streﬁgthening the econcry, In
the 1960's, the largest proportion cr cver a quarter of the budget
was expended to provide for economic servicés. (see Table:3,1)
Although the economic btudget has declired in share scmewhat in the
197CG's, it still remains the larzest component after those on

social services,

Table 3.2 shows the distribution of the lLudget for
economic services, A major proporticn of the expenditures went to
the transportation, storage and communications sector which is

mainly in terms of providing basic infrastructures, The 1960's
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alsc saw large experditures for niblic utilities as shown Ly the
pewer and fuel scctor, Even in the arricultural sector, the ﬁajor
proportior. of the expenditures werc utilized to build infrastructures
such as irrigation systems. The shaze goling to the manufacturing
.sectqr, on the other hand, was insignificant_ind in fact shows a

sharp decline in the nost two decadgs,

In addition to expepditures abows, the gnvernﬁent alsc
utilized exterral ilcans in financin; 1its -levelopment effoxt,
During 19461-1928%1, the total committed doht of the public sector
amounted to US & 6.15 billion or 19¢ Litlien baht, Table:3.3
shows the distritution 2f the public sxternal debt across ecoromic
sectors. A major prcpcrtién of the lcans went to the energy and
transportation & communications sectcwxs, The loans disbursed for
the energy sector went into the construction of large dams and

other projects nmainly for electricitv rencration and distritutisn,
in the Fourth Plan, 2 larre part alss went tc the development of
natural ¢as fields in the Gulf of Thailazd, Tﬁan5portation & com=
murication loans were expended in >wildin: reads, railways, telge-
communication systems and purchasing airplaves, In the'Fourth

F

Plarn, there was also a large increase of loan disbursement to

Tode

rutlic utilities, These were spent mainly to improve the metropolitan
water works swvstem, *o build the Sathorn tridge, to support tue

building of the expressway system, and to improve the traffic
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svster in Ranckok, As can be scen, all of these projects are

fof the bencfit of the Bangkok arga, A main feature of such
loans is that they are wainly concentryated in state enterprises
rather than in the public secter, ALL.the measures of loans

and debts irn Trhle 3,4 shews that much more than half are concene

i

troted in tle ciate enterprise sectur.

Altiough the government stiil seems to be committed to
a policy of promoting a strong private secier, recent events show
that such a policy may not be followed as vivorously as in the
past. There was thnt case in 1981 3ia whick the summit Corpora-
tion's lease of the rovermment refinerv was suspended with the
rovernment stepping in to manare the refinery itself, Recently
the <overnment decided to geo intc *hie corventior business, thus
killing a srivate investment projsct ~wel.r consideration for
promotion. In addivion, the jovernment has decidtd to become
invelved in the setting up of a fertilizer factory and the export
of liquified natural gas (LN¥G). Even thourh some prejects involve
larse investments, whics may discoursse private investments and
thus justify public involvement, it muist be cautiecned that in a
number of cases pubiic participation is sousht in order to
suarantee ajainst losses through the use of special privilesgs,
The goverrment must thercfore acé wit' cvireme core and be quite
certain of a proiect’s cconomic viabilivy before committing itself

arsd its finances,



3,2 Agricultural Policy , \

Although the goverrment has spent a large proportion or
about 40 percent of its economic budget for agricultural develop-
ment, the economic growth of the $ector in the past has- come about
mainly through the expansion of cultivated areas rather than- )
general productivity increases., Irrigation expenditure which
controls about 60 percent of the budget "for agriculture has not
benefited the sector greatly since they were mainly utilized in
the censtruction of . large dams. Follow-up expenditureé for
ditches and dikes.to'diffuse irriygaticn over wider areas were
not planned in many instances., Tris may not be surprising conw
sidering that the design for these large dams are mainly for

rewer generation with irrigation a seccudary objective,

The benefits from such irrigation projects in the past
are confined tc small areas and concentrated mainly in the -
Central Plains regzion, Although productivity in tle irripated
areas increased tremendously, they were balanced off by the
decline from the use of less fertile marginal lands, In addition,
the large dams alsc resulted in productivity declines in other
areas where water has been diverted oway from. It is alsc widely
acknowledped that there is widespread destruction of orchards

and farmingy in the coastal areas due tc the flow of seawater hack



et
o

up into these areas as the flow of Exesh water Siowed down due
te dam constructien, Other ecological cests are also said to
be quite high.-‘ln fact, there has recently been increased
rosistance against the constructicon cf dams as witnessed in the

case of the Nam Choen Dam ir Kanchanaburi provinge.

Another measure which has inhitited the growth of the
agricultural sector is the use of restrictive policy for primary
exports, The reliance cf export taxes on agricultural products
for revenues in the 1960's has reduced the incentive of farmers
to preduce and invest in the secter, The fice premium policy has
been one of the most widely discussed puslic policy in the past.
There are also other measures in restricting agricultural export
such as export bans, export quotas, snd others., These measurss,
however, do not necessarily earn the sovermment revenue, but ways
utilized for domestic price stabilizaticn purposes. Althouph ip
the 12707s less reliance was placed on export taxes as a souxrce
of revenue, government regulations on exports abound which acted
to inkibit agricultural e¢xports. Recent fiscal policy trends,
however, are encouraging in the the govermment is liberalizing

the export trade and studying ways to simplify the export process,
There has been talk of concentrating export procedures in cne

government azengy.,
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Witk agricuitvral lavd na\i  been utiixzed fully,
growth in the a§r1cu11u“ 1 sector will haﬁ to come mainly from
productivity growth or a switch te higler vzlued cutput, However,
fiscal policy ir thls avee is not very ciear. For exampié, it
is nét known how vigorously the iand ccunsclidatiorn and land
reform preorrams started in tie seventics will continue, The
major policy in this aree mey instend be mainly in terms of
marketing, The government has been, in many cases, directly
involved in the setting up of central markets although it has
not hesn very succeésful. The Fifth Pian also calls for the
greater participation of the private sector in agricultural
development which could mzan the promotion of lerpe integrated
farming svstems, This could result in large agri-business cone

cerns alens the line of the Charoen Phokapand Group.

Az has been mentioned, the government did not get
directly inveolved in the industrializotion process. Instead,
basic infrastructurcs and certain incentives were provided to
érivate investors. Tn the 18G0's, there was widespread use of
import taxes and quantitative restrictinns o helip protect local
industriss. Other major incentives provicded to investors through
the BOI included the cxemption of import duties on machinery and

other capital equipment, the reduction or exemption =f import
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duties on raw materials and cther intermediate input, and the
exempticn from corporate income tax for a certain lehgth of
time. The basic thrust of fiscal policy then was to promote
industrial prowth through import substituting industries, The

majoritvy of products promcted were consumer nondurables,

In the 1970's, there was increasing talk of promoting
exports, It was realized that the import-substitution policy of
the 1960's has resulted in increased import demand for intermediate
preducts, In addition, the phase of easy import-substitution of
less sophisticated products seems to have reached its limit, An
Export Service Center was thus created Ly the Ministry.of
Commerge, However, all the lip service paid towafds export
promction of the decade was actuzlly not implemented seriously.
Fiéures in Table:3,5 show that thé effective rate of protiction
given to the export sector remains negative and was actually
getting worse over the yearys, It-was ~24.3 percent in 1671,

-39,9 percent in 1874 and 48,3 percent in 1978,

In the same table, the evidence shows that hiph levels
of effective protection were accorded the non-import-competing
.industries and the impert-competing industries. The industries
receiving exceptiocnally hiph effective rates of protection were

the transport equipment industry and the consumer durable good
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industry with levels generally above 100 percent, Non-durable

consumer good industry also retained a ﬁigh level of protection.
. .

The'high effective rate of protection in the transport
equipment industry is. due to the high protectibﬁ ieﬁe?S éiven to
local automobile, truck and motorcycle assembling. Not only import
bans, import restrictions and import taxes were utilized, a local
content requirement was also set for such production, In 1982,
the requirement is 45 percent for automobile assembling, 15-25
percent for truck assembling and 70 percent for motorcycle
assembling. However, it has also been recognized that the protection
given to this sector is hurting the econgmy}‘ There is thus an
effort to dismantle the import ban on autcpobiles and allow a
certain amount of import competition. It remains to be seen how

- successful this effort will be

In the consumer durable good industry, the main protec-
tion were given to electrical appliances. The result has been
widespread smuggling of such goods into the country. The govern-
ment Las also been unable to collect the expected amount of import
revenue‘due to such smuggling. Realizing the futility of such

heavy protection, the government announced the reduction of import

- - - -

! An estimate in 1982 by Trent Bertrand and Pawadee
Tongudai of the Faculty of Eccnomics, Thammasat University found
that the economic cost of promoting the industry is about 2 billion

baht annually,
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duties for finished electrical goods to 40 percent and their .,
Y .

components to 10 percent in February 1982. Reccnt events have

shown that the prices of domestic electrical goods have gone

down considerably.

The early 1980's may be witnessing a more determine&
and vigorous effort at export promotion., Various export restric-
tions have been dismantled in 1981-1982 although this may be mcre
the result of declining crop prices. The govermnment has aiso
been studying ways to facilitate the export of goods by reducing
red tape. An export agency to centralize exporting procedure; is

also under consideration,

On the import side, there is alss an effort to reduce
general import restrictions, An intent was announced in February
1982 to review and overhaul the import tariff structure. The wide
differences in ta;iff rates will be reduced by unifying the tariff
structure to a range in tatiff_rates of between 5-60 percent,
Those product$ presently facing a higher or lower tariff rate

than this range will be adjusted accordingly in steps,

M - oo . - . 1 ch ) -.
Another change under consideration is the restructuring
of the business tax system, The tax has been said to discourage
domestic production of products which must pass through more stages

of production, It is said the tex has 2 pyramiding effect on the
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prices of these gcods and thus make then ‘less ccmpetitive,
' . .
Although the use of 2 value added tax would theoretically solve
such a problem, it is difficult to administer such a tax in
Thailand. The solution must therefore come from a modification

of the present business tax system.

3.4 Emgployment Policy

{a) General Policy on Employment

Develcepment policies of the past did not pay much
attention to employment generatiom, It was probably assumed then
that o sufficiently fast growing economy will be able to .absorb
the increasing labor force, Consideration Qas not given to the
dualistic nature of the economy with the majority of the population
residing in the rural agricultural sccter where productivity is
extremely low as compared to the other economic sactors (see Table
3,7}, In addition, the high population growth rates of the past is
beginning to be felt by the rapid increase in thc labor force,
There has thus been an increasing awareness in recent years to
formulate some sort of an employment pclicy on the government's'

rart.

Figures in Table 3,8 show the labor asbsorptive capacity
of each econcmic sectcr during the 1960's and 197C's., The income
elasticitylof cnployrent was found to be relatively low in the

. 1 .

agricultural sector st 0.33 during 1960-70 ond 0,53 during 1971-78.
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However, in terms of the cortribtution to employment
~growth, the sector was the largest contributer, It was 61.4 anc ' »

.

55,8 percent of total employment growth. during 1960-70,an 1971-78 yespectively,
' .

This was because of the large base of workersiin the agricultural

sector which at presenf'still account for approximately 70 percent

of the labor force,

" Although the agricultural sector has been rather

successful in zbsorbing a large proportioﬁ of the labor force in

the past, the future capacity to do so is not as great now that
available land for agriculturc has been fully utilized, In
addition, the agricultural sector has its own problem of under-
employment and seasonal unmemployment. This has ledto torge seasonal
migraticn of the rﬁ%al labor force into the urban industrial

sector during the slack agricultural season, PBoth such temporary
and more permanent migratién in recent years have added to the
‘roll of open unemployment in urban areas, The rural employment
generation program which was a modification of the tambon council
fﬁnd of 1975-76 has in recent years been designec such that the

fiow of rural migrant labor into Bangkok can be reduced through

the provision of job nregrams in rural areas where unerployment is

a serious problem, However, such a measure can only be seen as

a temporary sclution. It is also doubtful how iafgé of an impact .
such a program.would make especially when the budget allocated is
not sufficient.and has in fact gone down over the years, (see Table

3.9)
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The Fifth Plén has advocated once again the decentraliza-
tion of indusiries away from Bangkok as a means té'promote employ~
‘ment opportunities i? other fégions. It remains to be seer how
serious the government will be this time., In order to seriously
promote decentralization of industries, sufficient infrastructural
facilities must be provided khile discriminatory pricing policies

of many public utilities and other basic inputs must be done away

with, .

However, the efforf to decentralize industries should
be coupled with the promotion of small scale rural based industries
so that migration to urban areas can be reduced and the problem
of open unemployment in urban area lessened. In addition, rural
based industries may help also to lessen the problem of seasonal

unemployment in agriculture,

The ﬂevéloyment of the Eastern Seaboard area would not
help to stem the flow of migrant workers since it is in an area
where unemployment is not a big problem. But even here where
government commitment is rather strong, there are serious doubts
as to the success of such a venture, Actions ta provide the basiq_

facilities and infrastructures have not been forthcoming.,
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(b} Industry Pdlicy on Employment

- On the other side, althoﬁgh"the manufacturing sector

presently employs only about 7 percent of thesiabor force, its

labor absorptive capacity as méasured by the income clasticity nf

employment is the second highest during 1971-1978 after the

transportation and communications sector, (see Table 3.8) It

contributed 16,9 percent of the employment growth during this
*period which is second only to agriculture., Since its growth rate

is expected to remain relatively high as compared to other sectors,

increasing hope is Placed on the sector to absorb a larger proportion

of the labor force,

In spite of its ability to generate employment growth,
there has been serious questions raised concerning fiscal measures
which have made such realization to be less than potential; The
import—substitutiﬁg policy of the past did not prorote the use of
local resources including lakor. Techhdlogy were mainly imported
without studying their appropriateness to the local environment.
This is why the import structure showed an increasing share geoing

to raw materinls and intermediate goods as economic growth proceeded,

The gromotion of industries by the BEOI also made the
import of capital goeods cheap. In addition, there is a tendency |

on the BCI's part to support modern larze capital-intensive conceras



over smaller ones, Figures in Table 3,10 show that except for
the textile and leather pfoduct industries, the investments per
worker of BOI promoted firms across.industries were generally
much higher than the industrial averrge found in the SMI study.I
The grand average for BOI promoted firms was about 283 thousand
baht per workgr'in 1978 which'was more than twice of the figure

c¢f about 113 thquéand baht found in the SMI study in 1976, 0

The evidence provided by the SMI study in 16?? also
shoqed‘that the promotion of very large-scale firms may not be
conducive to employment generation. Figurcs in Table 3.11 show ,
that, except for the very small firms with less than 10 employees,
the asset value per worker increases according to the size of the
firm. This means that the investment required to employ one worker
is lc¢ss for smaller firms than larger cenes. The study also showed
that mcdium scale firms with 50-99 employees is clso more efficient
as measurcd by the value added-asset ratio, In short, the evidcnee
seems to show that there is no necessary conflict between employ-
ment generation and productivity growth if smaller and medium sczle
firms were to be promoted, Instead it seems to point out thnt the
promotion of very large scale capital intensive firms especially
those employinglmore than 200 workers is not only inconducive to
. employment generation, but may alsc result in a slower growth rate
1Saené.sanguanruang, Somsak_Tambunlertchai, and Nit

Sammapaﬂ, A Study of Small and Medium Scale Industries in Thailand,

(in Thai) National Institute of Development Administration and

Thammasat University, 1977,
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25 shown by the lower caopitaol productivity figure,

(¢} Minimum Wage Rote Policy

A Policy which in recent ycars could have an important
impact on the manufacturing sector is that regarding the minimum
wage rate. The setting of minimum wages has been used since 1373,
However, actual wage rates in Tabie 3,12 seem to show that they
have not been effective before 1979, The minimum wage rates were
consistently below the actual market wage rates. However, after
the October 1979 adjustment, the legal minimum wagelrate has been
higher than the market wage rate, This may lead to an‘adverse
effect on employment in certain industries, It alsc discrimiﬁates
apainst unskilled labor since firms may get around such a policy
by hiring better ckilled labor at higher wages. The present call
by labor unions in 1982 to raise minimum wages to 83 baht per day
despite the economic recession and the fapidly falling inflation
rate should therefore be resisted by fhe government lest unemploy-
ment of unskilled labor become more acuté.1 Nevertheless, it may
be comforting to see that figurcs of actual wage rates since 1979

are lower thar that set by Law, It scoms to show that the minimum

! Since the writing of this paper, the minimum wage rate

has teen raised to 64 baht per-day-an increase of 3 baht,
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wage rate policy has not been very effectively, enforced.

‘4, FISCAL POLICY IN ECONOMIC STABILIZATION

4.1 Fiscal policy and Economic Instabiiity in the 1960's

Inflation was not too serious a problem in this peried,
The highest rate of 7.2 percent measured bylthe GDP deflator was
experienced in 1966, (see Table 4,1) buring this decade, the
import and export price index remained rather stable. This seems
to imply that inflation was more of a domestic result rather than
being transmitted from abroad. However, such a view may be too
simplistic, The economy then was besed on the agricultural sector
with rice being the top export and main staple of the country.
Fluctuations in the price of rice thus exerts a large direct and

indirect impact on the economy,

This is especiallf true' in 1966 when the export price
of rice.increased by 16 percent, (see Table 4.2) The higher
ﬁorld price of riée caused a large outflow of rice from the
country resulting in domestic rice price iﬁcréases of ovér 30
peréehé; lAlthough world rice prices contiﬁued to increase in

1967 and 1968, the control of rice exports by the Thai government

throﬁgh the raising of rice premiums, export bans and export quotas

managed to keep domestic price increcses within manageable bounds

and thus was not reflected in the inflation rates of those years,
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In fact, the overall price level in the econcmy duclined somewhat

in those two years, (see Table 4,1)

ﬁufing this period, there was also the use of monetacy
policy to help stabilize the eccnomy, Real money supply growth
was generally held belew 10 percent except in 19C5 and 1968, {sce
Table 4.3) In 1966, which is an inflstiomary year, money supply
.growth was kept at 5.9 percent which was much lower than the 12,9
peréent of the previous year. Public ;pending increase was alsb
kept at a lower level over the previous year, liowever, this
cannoct be interpretated to mearn that fiscal policy has been
deliberately used tc counterlinflationary pressures, The spencing
for fiscal yeﬁr 1966 has been fixed through the normal budgéfary
Frocess since 1965.1 The slower growth rate of public expendifures
is thus more of a result of the'high inflation rate in 1966 eroding
the real purchasing power of the govermment budget which is always
set in nominal terms. The Thai budgetary ptocess can‘be said to

act as sort of an automatic fiscal stabilizer for the economy.

In 1965, the inflation rate Qas 4.6 percent despite 2
fall in"the domestic price of rice'by 3.6 percent, This is the
secondrhighest inflation rate in the sixties. It is probably
caused by the large monetary gfowth of 12.9 percent, Real publié

expenditures also went up by 13.1 percent in 1965 compared to the

L e e

1Thc budget for a particular fiscal year starts in October
of the'ﬁrevious calendar year. In this case, fiscal year 1966
budget starts in Getober 1968 and ends in September 1966,



2.6 pgrcent_in 1964,

- In 1968, both public expenditures and money supply grew
at rates above normal. However, it seems that the iarge fall in
the domestic price of rice of 16.6 percent through export restric-
tions more than balanced off the fiscal and monetary effects un

the general price level.

Since unemployment figures arelunavailable and unreliable,
it is not certain how unemployment has fluctuated. It is reasonable
to think though that unemployment was not a serious problem in this
decade, The lowest groﬁth rate of GDP of:6.5 percent in 1970 can
still be consideréd high. In addition, the great majority or 80
percent of the pepulation is in the agricultural secter, If there
_were to be any-unemployment problem; it would not be an bpen type
to uremployment, bt more a case of seasonal underemployment, This
seasonal unemployment may have increased ir 1970 as crop prices

especially rice began to drop rapidly.

In terms of the balance of paynents, the large money supply
growth rate and the rice export restrictions in 1968 have adversely
affected the payment surplus in thqt'year,Table-d.S shows 1968 to he
the year with tﬁe.iéwgst talance oflﬁayments'surplus figure of 449
million baht., The payments deficit of the following three years
(1969;1971), however, seem to be mainly a trade balance probleﬁ with

exports increasing very little due to the unfavorable crop prices.
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4.2 Fiscal Policy and Economic Instability in the 1970's

Inflation became a more serious protlem in'ihis decade,
Although the energy crisis played an important'role here, the effect
of agricultural product prices has not become any less significant
in Thailand. In 1972, the export price index rose by 9,8 percent
due to the increase in world prices of agricultﬁral pro&ucts.
This pulled the domestic inflation rate up from 1.5 percent in 1971
to 8.6 percent in 1972, The continuing sharp increases in agricul-
tufal.product prices together with the energy shock during 1973-
74 resulted in sharp increases in the import and export price indsx,
The import index rose‘by 10.5 percent in 1973 and 64 percent in
1974 while the export-inde; rose by 53,3 percent in 1973 and 38
pefcent iﬁ 1874, These increases were generélly much higher than
the ddmestic inflafion rates experienced of 20,2 percent in 1973 and

18.9 percent in 1974,

The generally lower domestic inflation rates of 15?3—1974
as compared to the world ¢conomy may be explained by a number of
fiscal measures undertaken bf the goverrment to alleviate the
pressure on prices. Once again, export restrictive measures were
utilized to control the outflow of agricﬁltural commodities
especially rice, This was to ensure an adequate domestic supply of

goods which would help reduce the price pressure, It can be seen
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that the Bangkok wholesale price of rice rose by about 57,2

percent in 1973 anﬂ 31,7 percent in 1974 which were much lower than
the increases iﬁ export price of 191,6 percent in 1973 and 124,3
percent in 1974, In the case of 1972, domestic rice prices rosc
about as much as export prices which seems to show that there was

a lag in the application of restrictive fiscél measure¢s. The rate
of inflation in 1972 of .8,6 percent was thus not much different .

than the world inflation rate,

In 1973-1974, rather restrictive monetary measures were
also utilized to control money supply gfowth. It grew by only:0,3
percent in 1973 and in fact declined ty:0,1 percent in 1974, Such
a restrictiﬁe monetary policy has not only helped to reduce infla=
tionary preésure but has made it vossikle to maintain healthy
~ balance of payments surpluses in the two years, As for public
spending, it has again acted as an automatic fiscal stabilizer
with declineg of 2,3 percent in 1973 and:6.8 percent in 1974, In
the case of 1972, money supply growth was also moderate at:6,6

percent while public¢ex§enditu;es fell by:0.1 pércent.

After a respite of twé years in 197571976, the rate 6f
inflatibn-started to go up agéin in 1977 culminating iﬁ two digit
inflation rates of 11,6 percent in 1979 and 16.4 percent in 1980,
Similar to the inflation in the eariier 1970's, it was again fueled

by agricultural and energy prices. The import price index rose by
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| 15,6 percent in 1979 and.24.2 percenrt irn 1980 while the export
price index rose by 15.5'percent in 1979nand 18.2 percent ih 1880,
The domestic rate of inflation mapaged once again to be below the
price index of the'foreién trade sector, The same pattern emerged,
Restrictiﬁe export measures were utilizgd. Monetary growth was
kept low at:3.7 percent in 1879 and «2.3 percent in 1980, Public

- spending again acted as automatic fiscal stabilizers in 1979-19%0,

| looking at the balance of payments in the 1970's, the

position was not as healthy as that in the 1960's. Half of those
years show payments deficits, The deficits were concentrated during
1975-1979, The deficits of 1975-1976 can be attributed 1arge1y fo
declining cro§ prices, In the case of rice, prices fell by 35,2
percent in 1975 and 29,1 percent in 1874, ° Public spending also
.increased markedly by 17,6 percent in 1975 and 22,9 pércent in 1976
causing an expansionary effect which may have adversely affected tho
‘balance of payments position. The iarge public expenditure increase
is again probably not the result of any deliberate dction to expand
the economy., The inflation of 1973~1974 has ereded real’éﬁending
for 1973-1974, The years 1975-1976 reflected an attempt on the
.government's part to raise real spending of the ééctor back to
previous levels, However, since the rate of inflatjon fell signifi-
cantly, it has helpéd push the real purchasing power of governmeﬁt

budget sllocations up, In terms of money growth, it was also relatively



high for 1976 at 11,7 percent,

The balance of'payments deficit be;ame worst in 1977.1978,
In 1977, this is due mainly to the adverse change in the terms of
trade with import prices going up by:7.,5 percent while export prices
increased by only 2,2 percent, In 1978, the explanation may be
because of the combined expansionary effect of fiscal and monetary
measures, - Public spending increased by 16,44 percent while money

supply grew by 10 percent,

The balance of payments problem got serious in the first
half of 1981 due to an adverse terms of trade movement. The import
price index went up 13,9 percent while the export price index
increased by only 1 percent, Although érrestrictive monetary policy
seems to have been followed, since the'mOney supply fell by:6,7
percent for the whole year, it was not sufficient, In order to stop
the sharp jump in foreigh exchange speculation, there waé therefore
a devaluation of the bﬁht in July. This has helped to generate a
balance of payments surplus for 1981, Indications in 1982 show that

the balance of payments is now in a healthy position.

It is not certain how the unempleoyment rate has fared,
Since the industrial sector has gotten larger wh11e the labor
absorptive capacity of the agricultural sector has gone down, it seems

reasonable to think that both open unemployment and seasonal underw



employment have gotten worse, In fact, industrial unemployment i
1982 due to the economic recession has become rather bad that the
government is for the first time seriously considering a comprehern-

sive policy to tackle the problem of unemployment,

In summary, fiscal and monetary measures have beer used
with general‘success in ;he 1970's except in a few cases, However,
macroeconomic fiscal measures are still not actively utilized,

This may not be too bad considering that they have generally acted

as automatic fiscal stabilizers,
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S, FISCAL POLICY IN INCOME DISTRIBUTIOHN

5,1 Public Expenditure in Income Distribution

Although the major concern up to the mid-seventies was
nainly fo promote economic growth through the provision of basic
infrastructures, events since then has shown that the government
may have given greater attention to the issue of eqhity in its
expenditure patterns{ The share of public expenditures on social
services during 1976-1980 went up to 30.7 percent froﬁ 28,6 percent

during 1971-1975 and 25,7 percent during 1966-1970 (see Table:3,1})

llowever, the greater proportion spent on social services
is not a good indicator that such services have been evenly
distributed, A study by Meesook1 in 1978 empioying cross sectional
province data found that there were very great disparities across
provinces in the standards of living of the population irrespective
of a wide array of indicators chosen, In fact, there was & high
correlation among all the major indicators chosen which included
~current iﬁcome, education, health, housing, communications and
‘security. The most interesting finding in this study was that
government spending did not reduce the disparities and might have

T T P T U S O Sy .

1 Oey Astra Meesook, A Study of Diparities in Income and
Social Services Across Provinces in Thailand", Research Report No.7,
Faculty of Ecoromics, Thammasat University, September 1978,



entanced the ineguities. It was found that well-off provinces tend
to receive more resources from the governmént given their populstici:

sizes.,

The Meesook study pointed out the inequitable distribu-
tion of government spending and social sgrviccs; It is quite |
likely that such 2 pettern is still ingrained in the public budpet.
Provincial governors are appointed by the central government and
the status or clout of each governor may, to a great extent, be
linked with the economic st;ength of each province, Economically
weak provinces are therefore liable to get politically weak
governors who in turn do not have muck clout in obtaining the

resources needed to develop these provinces,

5,2 Fegicnal and Rural/Urban Income Distributicen

It has génerally been accepted that the fruits of
gconcmic growth have not beeﬁ‘eQuitably'distributed among regions.
Figures in Table 5,1 show that there is a wide disparity of-incomc
among regions, Average per capita income of the Northeast region
was less than half of the national averaée in 1976 while that iﬁ

the Bangkok arez is almost three times that of the national level,

In addition to the regional disparity, there are also

wide differences within each region, The study by Meeson,1 in fact,

Heesook, op, cit.
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found that there were wide disparities in income deperding on the
_ degree of urbanization. It was also found that the degree of
urbanization is a good yardstick of the level of the well-being

of the population,

In Table 5.2, figures for 1975-157- show that non-
municipal incomes in the Northeast, North and South were less than
half of the incomes in municipal areas., Employing simple averages,
the evidence also shows that the disparity across non-municipal
income of different regions was greater than the disparity across
municipal income of different regions, Iﬁ the former case, the
difference was 1.95 times between the lowest an& highest average

income while the latter shows a difference of only 1.27 times.

The recognition of the rural-urban inequity was the
basis of the tambon council fund introduced by the Kukrit govern-
ment in 1875, The objective then was to help to redistribute
income to.the rural areas through public expenditures. Latter
governments, however, have modified such a program and called it
the rﬁral employment generation program with the objectives of
providing employment during the slack agriculturzl season in rural
éreas!‘stemming the flow of rural labor to the cities, alleviating
hafdships cau;ed by weather, and ctﬁérs. Such a program is in fac

quite popular in the rural arcas. There has, however, been less
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commitment in recemt years in this typc of program as witnessed

in Table 3,2 by the relative decline -of such funds in the budget,

~ An encouraging sign included in.the Fifﬁh Plan recently
is the identification of poverty areas which will be given priovity
by the government in its rural development ¢ffort. These will
cover 246 distﬁicts in 37 prévinces with a total population of
7.5 million or about three-qﬁarters of the country's estimated
11,5 million poorest rural population. It remains to be seen how

vigorously the plan will be followed,

However; the above progfams are cnly shortrun $olutions
to the inequifabla distribution of development. In the 1onger
term; developmeﬁt'effort rust be desigued such that othér regions
outside Bangkok aﬁd the Central region area may also participate

in the econcmic growth and development of the country.

The preéent emphasis on decentrzliizing industries to
the Fastern Scaboard area will not help to lessen the existing
disparitie$ since the Eastern region is already relativeiy well
off. 1In addition, if there is to bé promotion of labour;intensivc
industries; an effort should insteéd ﬁe undertaken to promote the
Northeast region which is the area with an overabundant supply of

tabor. However, the current lack of infrastructure such as tran-

sportztion, communications, water supply and others is not encouraging.



If the government is serious about decentralizinglindustries to
cther regions, it rmust also take action to do Qﬁay with the
discriﬁinatory pricing of water, clectricity, diesel, gasoline
and other basic public servicés thch are presently chafged at =2
higher rate in provinceal areas outside the Bangkok Metropolitan

area.

5,3 The Revenue Structure and Equity Considerations

Thg_revénue structure of the country is one of largest
source of inequity in the country, Indirect taxes which are con-
sidered to be regressive still predominates the revenue structure,
In 1581, it provided 70 percent of dll revenue collected by the

central government, (see Table 5,3)

One of the most inequitable types of revenue collected
is thé export tax which is mainly concentrated on agricultural
. products suchk as rice, rubber and sugar, The rice premium used
to provide up tc 10 percent of all government revenues. It has .
redistributed income from the éqorer rural masses tpfthe better
off urban.popﬁlétion by depressing domaestic pricesf Since the’
1970'5; the govéfnment seems fo have reversed such a revenue
pplié}; The proportion of.expori duties declined significantly
from 18,2 pe}cent in 1960 to 4.5 percent in 1970 and 2.5 percent

in 1981, It must bLe cautioned though that due to increasing
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political -sensitivities, the government has changgd the form of

the tax. The rice premium which almost disappeared since the
mid-seventies has been replaced with increasing use of the rice
reserveVrequirement.whereby exporters are required to sell to

the gdvernment 2 portion of their rice stocks at below market

prices in order to oktain expert licenses, In fact, the rice
reserve requirement has also changed in form with exporters now
paying cash instead of selling rice intc the Rice Reserve Fund,

In addition, there are also othef forms of restrictions other o
than export taxes such as the use of quotas which are still

: frequenti; Qtilized and thus created a redistributive impact on

the econom;: Nevertheless, the deciine in crop prices since 1981
has resulted in the removal of the rice reserve requirement and
other export restrictions early this ysar, It remains to be seen
whether the restrictive fiscal measures will be reintroduced as cTon

prices become more favorable.

It is unden1able that the rural populatlon should also
contrlbute towards public revenues. An export tax hnwever, is
unde31rahle since 1t distorts relative Drltes and may have hindered
agrlculturai development. In addltlon it redistributes income in
a regr essive manner, It would be much better if a land tax is
collectcd Past agricultural poiicy has resulted in rapid develop-

ment in certain areas at thc expense of others. Income distributicn
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in the rural areas has in fact worsened through development, Ther:
are now farmers who are relative rich. They are mostly those wbo
tenefited from the limited irrigation facilities provided. A

land tax, if collected, wéuld.result in more equity since those

who gained from past agricultural development will be made to bear

a larger share of the burxden,

The land tax is alse justifiable in ﬁrban éreés. Land
prices have increased tremendously in the pasf féw‘years. These
are unearned sufplused which should be taxed to make income‘dis-
tfibution more equitable. However; the government policy this year
of reducing thé land tax base from the land value assessed in 1581 "
to the average land value during 1978-1581 is a discouraging sign,
The tax rate on laﬁd is 5till very low, Tre latest figure in

1577 show that such taxes amounted to only i,1 percent of total

central government revenues,

In another case which is more encouraging, the govern-
ment in Fecbruary 1¢52 introduced a tax on the sale of immovable
property obtained through inheritance, gifts or for non-profit

motives for the first time. This would make capital gains from

‘such sale be subjected to tax for the first time and thus creates

greatereeocuity, However, in the case of tie long awaited inheritance

tax, it seems to have been killed again for the time being;
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As Tor direct taxes, although it is gaining in importance,
its base is still rather small, it_prcviﬁec about 20,1 percen
of revenues in 1881 as compared to ohly 8.6 percent in 1860,
Howevgr, the increased utilization of such taxes is undesirable

‘under the present tax administration,

In the case of the personal income tax, it discriminates
against wage earners whose taxes are withheld at source by employers
and thus makes evasion quite difficult, But for self employed
income, evasion is mﬁch easier and income are liable to be grossly
uﬁder-reported. In addition, the taxing of other types of income,
such as capital gains and interest income, are presently fixed at

a much lower rate.

As fer the corporate income tax, it has been found in a
study that cvasion is very widespread.1 Furthermore, for those whe
actually pay iaxes, the income tax base seems to be grossly under-
estimated. The present tax administration discriminates against
nodern large and well-established firms since these are the one
vhere accounting books are more reliable, It was therefore not
surpri.singA‘ that when the Finance Ministry raised the corporation
income tax and introduced the bi;annual collection of such téxes
two years ago, ihere was widespread disenchantment by those who
were paying these taxéﬁ. iﬁ the end, the tax rate had to be rollad

L T e e L

1 Somchai Richupan, "Analysis'of the Personal Income
Tax in Thailand," Faculty of Economics, Thammasat University, Banghok,

November 1980 {mimeograph)



back from 35 percent to 30 percent'for listed companies and from
45 percent'to 40 percent for nonlisted companies,

’ i
Given that the existing tax loopholes are not plugged

and tax administration and collection made more efficient, the
greater reliance on direct taxes as mentioned will zctually not
bring greater equity but may in fact cause greater inequity in

society,

5.4 State Enterprise Policy

e

The government's policy on public enterprises:also has
a large welfare distribution impac; on the Thai economy, It is
generclly well-known that many cf these enterprises are a drain
on the public budget and as pointed ou£ earlier incurs a heavy
debt burden. Some large enterprises which incur continuing losses
include the Eangkok Mass Transit Authority (BMTA), the State
RPailway of Thailand (SRT), the Metropolitan Water Works Authority
(MwKA), the Express Transport Organization (ETO), the Provimcial

Water Works Authority (PWWA), and National Housing Authority (NHA},

The losses are in many c¢ases not only due to incompetent
management and political interference, but also because of the
price control policy of the government, Prices of water supply,

electricity, cooking gas, bus services and others have been subjected
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to such control. This has resulted in large losses of many state
enterprises in the past few years when inflation was at a'high.
level. Such losses have been a drain on the government -budget
and haﬁe created inequities in the sense that the general tax-

payers are made to subsidize the users of these goods and services.

A very good example, although by no means the exception,
is the case of the BMTA. It has always suffered huge losses since
its inception in 1976, In FY 198C, the losses amounted to over
1,000 million baht. Befor¢ 1981, these losses wete subsidized
out of general government revenues, The provided services of the
BMTA, however, were confined to the Bangkok Metropelitan area.
People outside Bangkok paid a much higher transpoftation fare based
on market prices for the same services and they are the ones who
must subsidize bus-riders in Bangkok, -In 19561, thelgovernment
attempfed to correct such inequity by placing the BMTA under fhe
jﬁrisdiction of the Bangkok Metropolitan Administration., Such an
action, however, has only confined the inequity to Bangkék. Given
that the poorer sections of the Bangkok population are those in
most need of cheap transportation and are in fact those who
utilized bus services to a greater degree, the gbvernment maf have
thought that such a form of inequity is acceptable as it may be used

as a fiscal measure for income distribution.
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Nevertheless, the excessively large and continuing lossos
of the BMTA still requires the govermment's attention and budgetary
resources in order to avoid bankruptc}. In Augﬁst 1982, the ‘
government, in an effort to solve the chropic‘Solvency prbblem
of the BMTA, therefore announced that it iélstepping in to-help
shoulder the centerprise's debt in stages whereby short term debts
will be refinanced with long terms ones, It has been proposed
that about 5,200 million baht will be required for investment and
the refinancing of BMTA's debts. There has also been a call-to

raise the tus fare by 100 percent to 3 baht recently,

Another facet which should bs c&nsidered on state enter-
prise policy is the issue of.intergeneration equity. Many of
the large pubiic enfefprises such as the Electricity Generating
futhority of Thailand (EGAT), the Metropolitan Electricity
Authority (MEA)}, the Provincial Electricity Authority (PEA),the
Telephone Organizoticn of Thailand(TdT), the SRT, the MWHA, the
PWWA and others, holds 2 large level of long term debttportfolic,
" With prices of many of these enterpriscs being controlled, the
profits generated may be insufficient to repay the long term debts.
This means that the future generation would have to be taxed to
subsidize for the consumption of the present generation. The
goverment measure of refinancing BMTA's short term debts with long

ones is a very clear case in point. Care should thercefore be mace
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regarding the goverﬁment's-policy regarding long term borrowing
of state eﬁferprises especially when pricing and costs are out

of line.

The different prices charged in different areas for tho
sane type of goods and services may.have alsc-created an inéquity.
Electricity and water tariffs are known to be higher in provincial
areas. Gasoline and cooking gas are alsc priced higher in
provincial arcas., This has not only placed & greater burden for
those outside Bangkok Eut raises questions concerning the govern-

ment's poiicy of decentralizing developnent away from Bangkok.

. “In spitc of what had been said, the government has in
the'past two years tried to carry out reforms. Prices of many'
utilities have been rationalized to a2 cortain degree, e.g.
electricity and water tariffs. Attempts have also been made to
improve the operational efficiency 6f cnterprises sometimes
through changes in' the ménagement terams. Two major examples are

- the MWWA and the PWWA.
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6. THE PUBLIC BUDGET AND THE FIFIH ECOMCMIC AN SOCIAL

UEVELOPMENT PLAN (1981-1986)

There have now beenlfive economic and social development
plans drawn up since Thailand embarked on employing indicative
plarning in the econowy. Thege plans are mainly confined to the
planning of the public budget system and the state enterprise
sector. The National Economic and Social Development Board
(NESDB) was given the power to screen and make consistent the
investment plans of government agencies and state enterprises so
that they do not conflict with the general voiicy framework of
the governmment, These plans must therefore receive approval from
the NESDE before they go to the Budget Burcau for financing. In
the 1970%s, it has been said that the RESDP had lost some of its
influence due mainly to its inactive role, Investment plans of
public agencies and enterprises haﬁe been known to bypéss thé
NESDB and go directly to the Budget Bureau. Indications in the
last couple of years nave shown that such a trend has been reverscd,
The NESDB has been gaining tack its statuze. The reason here is
that the government in recent times has rielied more heavily on
the NESDB to help formulate its policies, It may also show a
;trdnger cbmﬁitment on the government*s part towards the fulfilling

of gﬁals'and targets set in the Fifth Plan,
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An indication that such commitiwent ‘and the planning
process as a whole may be gaining acceptance is the introduction
of program budgeting intorthe Thai fiscal system in 1961, The
government has also somewhat shown that new projects which do
not fit into the framework of the Fifth Plan may not get govern-

ment backing as easily as in the past.

Although program budgeting is a good concept, there is
concern that tﬁe public secfor is not yet ready for such a fiscall
system.. Various public agencies still lack the frained manpower
and know-hoﬁ of drawing up a good plan let alone coming up with
a good program or project. Such know-how is also uncvenly
distributed. The inequitable distribution of talent would make
competition for iimited funds of public agencies an undesirable
feature since it may actually distort secteral public spending

plans.,

Cn plan implementation, onc recent area of concern
regarding the Fifth Plun, which is now in its second year, regards
the position of thekpublic budget. Due to 2 growing spending
need and 2 stagnant public revenue systerm, it has raised doubts
tiiat resources in the public sector wili be sufficient'tb fulfill
the aims of the Plan. In order to fulfill most of its goéls and

targets, the plan has been drawn such that real spending by the
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government should grow at a 6.8 percent annual rate while revenues
would have to be raised from the present 14 percent to 18 percent

of the gross domestic product,

Spending'increases in these first two years show that
they were less than the farget-about 6 percent in.1981 and 5
percent in 1982, 1f the Fifth Plan's zims were to be strictly
followed, it weuld mean that public expenditures have to increase
more significantly in the 3 years remsining in the plan, This
could lead to an increase in competition for funds with the
private sector and may give rise to inflationary pressure. The
more active role of the government in Iarge scale joint investment

projects with the private sector may alsoc strain the budget,

On the revenue side, the large increase required tc
get revenue to the target of 18 percent of GDP has not yet
materialized., In order to reach such 2 target, the tax structure
and tax administration have to be improved, New taxes like
irheritance tax, valueadded tax, capital gains tax and property

tax are required as stated in the plan, All this is still lacking.

To rely on an increase in foreign financing is also now
difficult especially when debt commitment as a proportion of the
public budget in recent years have come very close to the ceiling

allow by law. Such foreign finance can cx?and faster only if the
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public budget grows faster,  But the public budget cannot grow

by much due to a revenue constraint.

The financial weakness of the publié budget could
finally lead té'a resetting of piiorities and fﬁe eventual sacrifize
of a nwiber of programs and projects. It is thefefore'interesting
to foliow closely how the government will face up.fc such a

,ﬁroblem in the following years,
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TABLE 1,1

GROWTH AND DISTRIBUTION OF

GRCOSS DOMESTIC PRODUCT

(percent)
_ GDP share GDP growth raic |
Economic Sector - _ - S
- 1860 1670 1980 1960-70 1470-30
1. Agriculture | 40.2 32.2 24,9 5.5 4.2
2, Mining and Quarrying 1.2 1.7 1.6 11.5 6,5
3. Manufacturing 12.0 5,5 20.7 1D.8 15,0
4. Construction 4.8 5.8 5.7 | 10.0 6.7
5. Electricity and Water 0.3 1.1 1.9 22.8 13,0
Supply
6. Transportation and 6.9 6.1 6.4 6.7 7.4
Communication
7. Whelesale and Retail | 15.9 17.7 16.5 9.1. L2
Trade ‘
8, Banking, Insurance and 1.9 3.9 5.9 16,1 11,6
Real Estate '
S i
9. Ownership of Dwellings 2.5 2.0 1,5 3.8 41
10, Public Administration 4.5 4,3 4.2 7.4 6.7
and Defense ' i
11, Services 9.4 9,7 16.6 8.2 7.0
Total - (100,0) | (190.0) | (100.0) | 7.9 Do

i : ' ‘ e

Source : HNESDB



TABLE 1,2
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THE PUBLIC AND FOREIGN SECTORS IN THE THAI ECONOMY

First Plan Second Plan Third Plan Fourth Plan
Proportion to GDP of
126266 168771 1672-76 1977-81

Public Sector {%)

Expenditures (real} le.1 18,8 i6,1 20.7

" (rominal) 14.1 i7.1 15.8 15,2

Revenues 13,2 14.9 13.2 3.9

Deficit 0.9 3.1 2.6 2.8
Foreign Sector (%)

Exports 18.6 18.8 21.4 24,2

Imports 20,1 22,3 24.3 0.9

Exports + Imports, 38,7 41,1 45.8 58S, 1

Imports - Exports 1.5 3.5 2,8 6.7

Source : NESDB and Bank of Thailand



TABLE 2.1

SAVINGS AND TRADE GAPY

{million baht)
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1961-65 | 1966-70 | 1971-75 | 1976.2¢
Savings Gap:(investment-savings)
- Private 4,483 22,471 21,413 | 97,690
(1.3) €3.8) (2.0) (4.0)
- Govermment 3,822 17,741 22,714 144,796
(1.1) (3.0) (2.1) (5.9)
TOTAL 8,306 40,211 | 44,037 | 242,486
(2.4) (6,8} C(400) (9.9)
Trade Gap (import-cxport) §,6837 | 17,510 | 31,474 | 146,188
2 . |
(2.0) (2.0) (2.9) (6.9)

. : '
~ Figures in Farcntiwesis are percentages of GDP

2 1962-65 only

Zourcc : NESDB and Bank of Thailand

]

i




TABLE 2,2

SAVINGS, INVESTMENT AND GDP
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1866-70

1961-65 1971-75 97680
Total domestic savings

(million 1972 btaht) 64,987 | 106,212 | 154,270 | 20Z,041
Gross investment

(millicon 1972 baht) 82,022 174,128 196, 397 308,742
Gross doﬁesticrprcduét (GDP)

(million 1972 baht) 432,036 | 653,708 | 895,324 |1,2¢3,254
Percentage of savings in GDP i5.0 16.2 17.2 | 5.7
Percentage of invéstment in GDP 19,2 26,6 21.9 24,40
% growth of

- Savings n;a 63.4_ 45,2 7.7

- Investment n.a 110,09 12,8 58,4

- ¢Dp 39,2 51.3 7.0 44
Seurce NESDB




TABLE 2.3

SAVINGS AND INVESTMENT OF

THE PRIVATE AND PUBLIC SECTORS

1961-65 1666-70 1971-75 167¢.80
Savings in GDP (%)
- Private 10.5 i1,7 14,3 13,4
- Public 4.6 4.5 3.3 1.3
Total 15.1 16,3 17.6 15.1
Investment in GDP (%)
- Private 13.5 18,8 16.5 37,1
: l
- Public 5.7 7.9 5.4 ! 7.0
! .
Total 19,2 f 26,6 21.9 341
% i

Source : NESDB




TABLE 2.4

DOMESTIC SAVINGS BY MAJCR SOURCE
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{percent)"
SOURCE 1961-65 1966-70 1971-75 197680
1, Household & Private Mon- 67.5 67.6 74.¢ 77,0
Profit Institutions
2., Private Corporations § 2.1 4,6 5.6 10,5
Coopératives
3. General government - 23,7 20,5 13,5 8,5
4, Public Corporations 6,6 7.3 5.0 3.2
TOTAL 100,0 100,0 100.0 100.0

Source NﬁSbB
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TABLE 2.5

Interest Rate, Inflation, and Tax Rate on Interest

(percent)

Maxipum interest rate on
Year Inflation Tax rate

Saving deposits Time deposits

1961-69 3.5 5.0 1.9 -

1970-72 3.5 5.0 5.0 -
1973-74 3.5 5,0 19.5 .
1975 4.5 6.0 2.8 -
1976 4.5 6.0 3.9 -
1577 4.5 6.0 8.6 10
1978 4.5 6.0 8.6 16
1979 5.5 6.0 11.6 16
1980 8.0 9,0 16.4 10
1581 5.0 10,0 9.0° 10
1982 9.0 10,0 5.0° 12,5 |

€ = estipate

Source : Bank of Thailand and NESDB




TAGLE 2.6

PROPORTION OF DOMESTIC AND EXTERNAL

DEBT QUTSTANDING TC GDP

(percent)

58

Proportion to GDP of

End of year

1965 1976 1975 | 1980 | 1981

Domestic debt 11.9 17.4 1451 16.0 | 15.5

External debt 6.2 4.8 2,11 11.8 | 14,2

Total 18,1 22,20 186 | 27.8 | 30.1
Source : NESDB and Bank of Thailand




TABLE 2,7

DEET SERVICE RATIO
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-

i First Plan Second Plan Third Plan Four:zlh Pias
1962-66 1967-71 - 1972-76 1577-31
Foreign debt repayment 2,460 4,417 6,504 35,511
{(million baht)
|Exports of goods & services 72,834 119,291 276,957 677,672
(million bght)
, Debt service ratic (%) 3.4 ‘3,7 2.3 5.2
fource Supote Chunanantatham and Praipol Koomsup, *The Role of the

International Financial Sector in Development Plans"”, a

paper présented at the annual symposium of the Faculty of -

Econormics, Thampasat University, Fébruary 22-23, 1982,

{in Thai)
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TABLE 2.8
PUBLIC FOREIGN DEBT COMMITMENTS AND EXPENDITURES

(million baht])

Source: Chunanantatham § Koomsup, op.cit.,

Fiscal Year Actual expenditures .‘zgigiﬁgegibt Deb;aiggm%;?gnt
Third Plan Period ' 3.64
1972 28298 908 :3,2
1973 32212 1072 :3,3
1974 35027 560 i1,6
1975 41926 2477 :5,9
1976 58304 2410 14,1
Fourth Pian Pefidd 7.64
1977 67364 3528 5.2
_'1978 81000 5924 7.3
1979 87631 7732 8,8
108¢° 113000 8052 7.1
15814 i ~ 140000 13616 9,7
;
€ = estimate




TABLE 3.1

DISTRIBUTICON OF PUBLIC EXPENDITURES BY MAJOR FUNCTIONS
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(percent)

Major Functions 1961-65 | 1966-70 | 1971-75 | 1976-£0
1. Economic services ' 25.4 29.0 23,2 21.3
2. Social services 28,3 25.7 28,6 30,7
3. Defense 17.2 16.4 19.2 | 18.9
4. General administration &.

services 19.8 15,5 14,6 | ;3.4
5, Others 19,2 13.3 14,5 15.7

Total 10,0 100.0 160,0 180, 0

Source: Bank of Thailand.,



TABLE:3,2

DISTRIRUTION OF BUDGET FOR ECONOMIC SERVICES
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{percent)
%
Economic Sector 1961-65 | 1966-70 | 197175 | 1976-80 | 198182
1. Agriculture 32.2 | 36.5 | 39,9 | 42,7 | 41.0
2. Power § fuel 12.6 7.0 3.9 1.3 3.3
- 3. Manufacturing &
mineral rescurces 8.9 3.9 1.8 1.7 -
4, Transporation, storage &
commnications 41,5 50,0 51,7 48.8 41,0
5. Others 4.8 2.6 2.7 5.5 12.6
Total 100.0 | 100,0 | 100,0 | 100.0 ! 19C.0 .

Source: Budget Bureau.
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TABLE 3.3

DISTRIBUTION OF PUBLIC EXTERNAL DEBT BY ECONOMIC SECTCRS

(percent)
- e
First Plan | Second Plan | Third Plan | Fourth Plan
Economic Sector
1862-606 1967-%1 1972-76 . 1977-80 P9 i-8ent . 56D
1. Agriculture 18.8 11.0 19,8 15.6 16.3
2, Transportation § 44,3 34,6 20.5 22.4 23.6
Comnunications
3. Energy 25,8 46,4 37.1 36.5 36.8
4, Public Utilities - 1.2 7.7 20.2 15.9
5. Manufacturing/ 5.1 6.6 5.9 2.5 3.5
Mining/Tourism
&, Social develcopnent - - 3.2 - 0.6
7, Education 2.0 0.3 5.8 1.84 2.6
8, Healith - - - 1.0¢8 0.3
Total 10,0 100,90 100.0 100.0 106, ¢
j
Source : Chunanantatham & Xoomsup, op. cit,
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TABLE 3.4

PROPORTION OF STATE ENTERPRISE DERBT

IN TOTAL PUBLIC SECTCR DEET

(percent)

— S
Year Loan commitment Loan distursement Bebt Repayment
1970 100.0 55.0 65.6
1971 87.3 54.4 65.0
1972 47,7 5€.1 67.3
1973 63,5 64,9 68,0
1974 00.5 60,9 67.5
}975 51.7 67,7 72,9
1976 42,1 6274 73.4
1977 6.2 6.1 64,0
1978 48.6 60.5 61.4
1979 68,8 60.5 _ 58.6
197¢-79 62.8 58.1 : 64.1 J

Source : Chananontatham § Koomsup, op, cit.



TABLE 3.5

PUBLIC INVESTMENT EXPENDITURES
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(percent)
Types of Expenditures 1961-65 196670 | 1971-75 | 1576-80
1, CGurrent 75.6 69.9 76.1 - 76.3
2, Capital 24,4 30.1 23,9 23,7
TOTAL 100.0 100,90 100.0 1€0,0

source : FPank of Thailand
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TARLE 3.6

AVERAGE RATES OF PROTECTION

(Per éent)
Nominal Effective
rates of protection rates of protection
1971 1674 1978 1971 1974 1278 '

Processed foods 50.9 5.8 ¢.0 205.9 -%.,4 | 78,5
Beverages and tobacco 116,5 | 150.1 €9.1 | 439.2 |946,2 4.0
Construction materials 21,8 32.5 12.2 23.4 49:3 .91.?
Infermediate products I 11.4 0.3 14,8 15.3 -6.7 16.2
Intermediate products II | 36,1 30,0 18,2 50,3 75.4 55,3
Non-durable consumer goods 44,9 39,8 64.6 57.4 {134.6 [212.4
Consurner durables 45,0 48,2 57.3 83,2 1136,2 {495.6
Machinery 10,2 28.0 21,4 7.6 { 23,7 | 58.3
Transport equipment 58.8 37.% 86,5 146.5 | 135,0 1417,2
All industries n,a 30,8 27,3 87.2 18.6 70,2
All industries excluding

food, beverages and

tobacco n.a n.a 36,4 44,2 45.9 90.3
Non-import-competing 71,2 34.6 5C.8 175.0 39.7 08,5
Import-ccmpeting 33.6 24,8 35.7 56.1 44,8 85,9
Export 7.4 -6,5 | -13,7 ! -24,3 1-38,9 |-40,3

Source : IBRD, Industrial Development Strategy in Thailand, 1980, table 7,




TAELE 3,7

Employment and Gross Domestic Product 1571-78

-

Employment | GDP Value Added

{thousand persons) {million baht) Per Worker (baht)
1971 1978 1971 1978 1971 1978
Asriculture 13,750 16, 350 50,537 69,645 3,675 4,260
Bininz and Quarrying 99 90 2,856 4,053 28,886 45,097
Manufacturing 489 1,475 25,202 54,3801 36,590 37,146
Construction 197 312 7,689 13,560 38,948 43,419

Electricity and Water
Supply 30 58 1,879 4,518 62,214 77,897
Conmerce 1,234 1,638 27,189 41,589 22,032 25,385

Transportation and
Communication . 223 386 9,373 16,205 42,041 41,938
Service 1,225 1,811 32,363 52,756 26,424 29,131
Total . 17,447 22,120 157,088 257,127 8,998 11,624
 E—

“oupce : MESDB, National Income fcr Thailand, various issues. %




TABLE - 5,8

Employment and GDP Growt} in the 1960s and 1970s

Employment Growth

. GDP Growth Income Erasticity Contribution to
Economic Sector {(vercent/year) (Percent/year} of Employment Employment Growth
(Percent)
1970-70 1971-78 1960-70 1571-78 1960-70 1971.78 1960-70 1971.78
A -riculture 1,8 (2.5 ‘5.4 4,7 0,33 :0,53 £i.4 55.8
tinire and Quarryiag 11,0 21,3 11,2 5,1 0,98 «0,25 1.6 +0,2
tanufacturing 4,1 11,5 10,9 11,7 - 0,38 :3,98 7,0 15,9
Construction 10,6 16,8 9,98 ‘8.4 :1,07 ;0,81 13,7 12,5
bilzsctricity and
Jater Supply ‘5,7 .9 23,1 15,4 :0,25 -0,74 0.3 :0,6
Conmerce 1,9 £,1 9,0 6.3 0,21 10,65 4,7 8,7
Transportation and
Communi cation 5,5 8,2 6.9 8.1 0.80 11,01 3,6 3.5
LIrvice 6,6 5,7 8.4 7.2 0.7% 0.79 17,7 12,6
Total 3.2 3.4 7.8 7.3 0.41 0.47 106.0 100,0
“carce @ IDRD, Ewxleyment in Thaileno, 1977 o
e

LESDE, letiens! Income of Ttailand, various issues,
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TAELE 3.9

SOME MAJOR BUDGETARY ALLOCATIONS

{million baht)

Fiscal Rural Irrigation Accelerated Rural
Year _Employment Prc Department Development Dept.
1975 2,500 (5.8) 2,489 {5,8) " n.a

1976 3,500 {5.9) 3,212 {5.4) ' :n,a

1977 . 3,468 (5.4) 855 (1.2)

1978 1,600 (2.1) 3,970 (5.1) 1,019 1.3)
1979 L. 4,482 (5.0) 1,245 (1.4)
1980 3,500 (3.2) 5,377 (4.9) 1,395 (1.3)
1981 . 2,500 {1.8) 7,165 §5,2) 1,781 (1.3)
1982 . 2,500 (1.6) 8,165 {5.1) 1,909 (1,2)

Figures in parenthesis are the percentages of the total budget

allocatien.

Source : Budget Bureau
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TABLE . 3,10

SIZE GF BOI PROMOTED FIRMS BY INDUSTRY

(thousand baht)

Assets/Worker

Industry % of small | SMI study | BOI promoted
industry 1976 1978
Food 9,8 112,6 245,21
Beverage 60,7 1.0 263,16
Tobkacco 50.4 29,4 L. . 6H,41
Textiles 3.5 296,1 253,23
Wearing Apparel except footwear 81,7 50.1 78,85
Leather products 94,0 98,5 193,78
Footwear 20,2 45,2 28,71
Wood products $0,2 21,6 156,18
Furniture & Fixture 96,9 50,6 78,29
Paper products 87.9 86,8 739,51
Printing & publishing 98,0 535,37

Industrial Chemicals 84,4 400.5 831,44

Other Chemical Products 89,6 82.3 364,14
Petroleum Refineries - - 787Z,09
Miscellaneous products of petroleum| 71,4 - 72,83
Rubber products £2,.4 50,7 355,66
Plastic products 86,6 85,2 145,94
Pottery 79,4 34.6 247,05
Glass & glass products 9.1 127.7 273,35
Other non-metallic mineral products| $2,7 110,9 470,73
Iron § steel industries 75.2 42,1 488,41
Non-ferrous metals 95,8 51,9 568,62
Fabricated Metal Products 95,9 88.8 290,98
Machinery 28,6 114,7 273,56
Electrical machinery § supplies 90,7 61,5 136,85
Transport equipment 95,0 63,7 ' 468,13
Scientific equipment 86,2 165,1 76,35
Qthers 24,1 48,6 . 77,24
Total 93,3 112.5 295,71 i
(283,42)

] :

! Excluding printing and publishing, petroleum refineries, and
miscellaneous products of petrolewn,

Source : Poard of Investment and Saeng Sanguanruang, Somsak Tambunlertchai,
and Nit Sammapan, A Study of Small and Medium Scale Industres in
Thailand, (in Thai) National Institute of Development Adminstration
and Thammasat University, 1977,
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TABLE 3,11 .
Certein Characteristics of Manufacturing Industries by Size of Employment, 1977
S5ize of Employment
Less Than 10  10-49 50-99 100-199 More Tham 200  Average
Workers/Factory (person) 6.8 22,5 68.1 133.5 436,3 49,8
Assets/Factory (1,000 baht) 542.9 1,421,7  4,799.0 11,404.8 80,830.8 5,565,8
Production/Factory (1,000 baht) - 583.1 - 2,309,2 10,671.,8 21,062,5 98,795.5 8,237,5
Value Added/Factory (1,000 baht)  153,3 655,7  3,173,3  6,928,5 34,939,7 2,694,8
Assets/Worker (1,000 baht} 85,6 67.7 77.6 87.6 216,1 122,7
Production/Worker (1,000 baht) 85.5 101,9 157.9 157.8 226,.4 165,2
Value Added/Worker (1,000 baht) ::22,5 29,2 46,6 - 51.9 80.1 54,0
Production/Assets 1,07 1.61 2,24 1,85 1,22 ;1,48
Value Added/Assets 0,28 0,46 0.66 0,61 0,43 0,48
Composition of Goods in Production(%] A '
- Consumer Goods 71,0 56.9 46,7 . 39.1 69,5 58,3
- = Intermediate Goods 16,3 21,3 42,5 . 47,0 25.1 31,1
Composition of Assets
- Buildings 0 27,8 20,9 21,3 17.2 . 14,6 16,9
~ Machinery 30,7 36.2 55.3 50,8 77,3 64,1
- Transport Equipments 10,1 11,3 6.8 8,5 1.6 14,8
- Land . 29,9 28,3 12,8 15,9 4.7 11,2
3.3 3.8 7.6 1.8 13,0

~ Others 1,5

Source ; SMI Study, ep. cit.

1L



TABLE : 5,12
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COMPARISON.CF MINIMUM WAGE .RATE WITH

THE ACTUAL AVEPAGE WAGE RATE OF UNSKILLED LABOR

(baht/day)
Wage rate of unskilled labor
Year Minimum wage rate
manufacturing - all industries
1972 none 19.48 | 21,24
1973 12 (Apr.) 22.19 24,11
1974 16 (Jan,) 25,46 37,32
20 (Jumn,)

1975 25 (Jan,) 26,54 -
1976 25 - 30.29 33.85
1975 | 28 (Oct.,) 735.90 -
1978 35 (Oct.) G428 25,56
1979 45 (0¢t,) 41,64 41,68
1980 54 (Oct.) 49,12 49,20
1981 61 (Oct.) - 61,20

Source : Nipon Poapongsakorn, "Minimum Wage Rate : Is?There Any

Alternative 7', Faculty of Economics, Thammasat

University, 1982, (mimeograph in Thai)




-TABLE;4,1

INFLATION IN THAILAND

(percent/yea:)

73

Inflation rate based on

GDP Import Export
Year Deflator WPI CP1 Index Index
1961 03,7 8.7 1.2 1.3 2,7
1962 0,1 6,0 2,5 «6,1 1,7
1563 =1.6 6,7 0.9 =1.0 +1,6
1964 2.9 -6,1 :2,0 0,1 0.8
1965 4,6 3.2 :0.9 0.6 1,4
1966 7.2 14,6 : 4,0 +2,2 3.0
1967 0.9 7.3 13,1 0,4 <0,8
1968 0,6 - -4,2 13,0 «0,5 <0,3
1969 2,0 ‘1,8 2.5 +2.,0 3.5
1970 <0,6 <0,5 - 0,1 :1,2 65.3
1971 1.5 0,3 10,4 17.9 -10.1
1972 ‘8.6 7.9 ' 4.8 0.5 9,8
1973 20.2 22.8 : 15,6 14,5 53.3
1974 18.9 28.9 . 24,3 64,0 38.0
1975 2,8 3.7 5,3 6,1 05,7
1576 :3.9 4,0 - 14,2 5.5 2,7
1977 8,6 7.8 . 7.6 7.5 2.2
1978 8,6 7.4 : 7.9 7.8 :8,1
1979 11,6 10.8 . 19,9 15,6 18,5
1980 '16.4 20,6 19.7 24,2 18,2
1981 9,0° 9.6 . 12.7 13,9 1.0 |
Source : NESDB ; Bank of Thailand ; and Department of Business Economics




TABLE : 4,2

PRICE OF RICE

(baht/metric ton)
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Year Average export % change Bangkok wholesale } % change
price price (5%)
1961 2283 6.8 1633 19,9
1962 254y 11,7 1844 12,9
1963 2415 5.3 1893 12,7
1964 2315 -4,1 1682 -11,1
1965 2287 1,2 1536 +8,¢
1966 2654 16.0 2086 5.8
1967 3139 18.3 2398 15.0
1968 3534 12.6 2001 -16.6
1969 2875 -18.5 2025 11,2
1970 2366 ~17,8 1905 +5.9
1971 1846 -22,0 1578 -17.1
1972 2101 13,8 1822 15,5
1973 4235 1€1.6 2865 57,2
1974 9500 124,3 3773 3.7
1975 6152 -35,2 3723 <1.3
1976 4359 -29,1 3822 12,7
1977 4542 4,2 3866 1,2
1978 6488 42,8 4250 ‘9,9
1979 5575 -14,1 4522 6.4
1980 6968 25.0 5671 5.4
1981 8684 24.6 6500 14.6
i
i i

Source : FPank of Thailand




TABLE:4,3
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1

GROWTE PATE OF SOME MAJOR ACROECONCHMIC VARIAFLES

AND TEE EALANCE OF PAYMENTS

% Growth rate of Ralance of
Year
GDP  Gov't expenditures tioney supply Merchandise Trade Payments
(million bait)

1561 ‘0.3 6.9 5.8 =249 16555
1962 ‘8.1 15,9 :0,1 =1963 1295
1963 8.4 14,1 8,8 ~3117 949
1964 6.6 9.6 :5,9 -1961 1430
1965 7.9 13.1 12,9 -2556 1985
1966 ' | 12.2 12.0 5.9 -4479 3304
1967 | 7.8 15,0 18,1 -815C 1313
1968 ‘8,5 17.4 10,7 -10650 449
196% - | 7.9 5.8 2.0 ~1131% 914
1970 6,5 6,5 :8,8 ~12245 -2652
1971 4,7 3.0 :8,6 =9941 -335
1972 4.8 -0.1 ‘8.6 -8885 3591
1973 9,4 -2,3 10,3 -10802 864
1974 5.4 6,8 +0.1 -14302 8012
1975 7.1 17.6 12,3 -20161 ~2B58
1976 ‘8.7 22,9 11,7 -11085 -82
1877 7.2 13,9 45,2 ~25599 ~-7538
1978 10,1 16.4 10.0 ~-28540 -13298
1979 6,1 10,8 : 3,7 -47053 ~7925
1980 5.8 11.8 82,3 -57985 5179
1981 7.6 11,5 6,7 -65800 2531
1

Source

+ NESDB and Pank of Thailand

All growth rates are calculated from constant 1972 price figures
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TABLE:5.1

GROSS REGIONAL FRODUCT 1976

Per capita GRP GRP
Region '
(baht) (million 1972 Laht)

Northeast 3369 34377

(15.6)

North 5393 C 31406

(14,2)

South . 7503 ‘ 24728

(11,2)

Central 11368 : 65660

[ . (2908)
Bangkok 20689 64378

| (29.2)

Phole kingdom 7732 ©. 220450
(1¢0,0)

Figures in parenthesis are percentages of the whole kingdom

Source : NESDB
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TAELE:5.Z

REGIONAL INCOME DIFFERENCES

(baht /household/year)
Year Northeast  Bangkok- North Central South
Thonhuri

1971-73 Survey
Municipal area 28633 23510 22774 27164 26542
Non-municipal area 6890 24353 11076 15816 11179

1975-76 Survey
Yunicipal area 36504 46392 41628 42324 40232
Sanitary districts 27156 40560 22020 30984 23160
Mon-punicipal area 15624 30444 15816 24420 18012
Total ' ' 17940 41304 18432 27012 21456

Source : National Statistical office, Socio-ecomic Survey :

1971-73 and 1975-76,




TABLE:5,3

GOVERNMENT REVENUE STRUCTURE
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Source : Fank of Thailand

f

{percent)
Types of Revenue 1960 1965 1970 1875 1980 1981

1, Direct taxes

Personal income tax 15,5 5.7 6,9 ‘6,9 17,6 8.1

Corporate income tax 2,1 -4,3 4,8 9,2 30,0 12,0
2, Indirect taxes

Import duties 0.3 25.0 28,8 21,6 20,3 19,6

Export duties 18,2 13,8 4,5 3,6 2.5 2.5

RPusiness taxes ‘8.1 18,0 19,7 20,3 19.% 19.2

Selective sales taxes 14,4 13,4 16,2 18,7 22,7 22,1

Others 11.7 11.4 19,9 ‘8,3 9,5 6.6
‘3. Non.=- tax revenues B,7 8.4 ;9,2 11,5 7.5 -8

TOTAL 160,0 1¢0.0 100,0 160.0 160,0 100,C.

-
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