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'Ihe nain Þrtrþose of this stuiì.y is to exa.nine the

rol-e cf in"¿usirraLizaÛían in the econ.o:i'ìc d-evel-opinen'L of

uncl-ercler.rel.o-oeC cou-n'tries içibh soecial- reference to

.ihaila-rd.

lha.i-l-an'àr s econoiity anC her infrastructure Ì/iere

ser j-ously clamÊ"ged- by the Second- ;icrld- '¡ia.!" in:nec-rately

af'ber the encl of the ,iar Nhe Gorrernnent reconst:ructeC tÌre

ir:lfrastruciure and. restored- foreign lrade in" o:rd-er to rtal<e

the ecollc¡1l/ rÐ.:'r.

ris a irtat.;er of faû¡, 'l'hai1.and- is a predoninantlir

agrlcu"l iural country and agrioul+-u.ra"l prod-uction still ca.r\

be ir:.creaseC- l¡y var ious Jlo ss ibl e fleens " ilot"íeve:r' , the high

ra'úe of nolrulation groi,¡r.h, r.rhich 'fhailand- is fa.cin.g aL

preseni, "rvi}l pose a. probl-e¡l for the agricuLiu.ral sec'bor 1n

absorbing tÌre grol'ring labcur fc¡r:ce anù in sustaining the

hrgh l-evel of per ce"pi'úa lnco-n.e. fn-d-ust::ial-ization", r¡ith

higher proci-u.c''r,ivity, wil]- helo 'bo relieve Ì;he er¡þL.oy*re:at

probleil and contribute to the higher 'leve'l r-lf per captlta

i.'rco:-le.

.lhe cou.nNry ra"¡r siiiau-La"Ne its inou,strLalr.zation .by

la;ring d,c¡un al-]- tl'Le Llecessar)¡ ìnfrastruciure, by int.::o-

cLr-:ciLr.g ta:< and- tarlf f lncenlives, bJ¡ prorn.oting ooi;tag-e a:rd-

s.rial 1-scal-e inC.u.str;y n anci" bir creaL ing f inancial i:rsl lLu-v io:rs

to ,crovici"e the capi.Eal "
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lüüiit-::l-ü r)i:i!'iI CPli.j,;! O-l¡ Tfi;rl.-l ',ilriiJ

i- ¡r b :r.o ci.lr c'c io ::r .

f'hj-s -í;hes'is is: e- str-r-d.,y' of tire :r'¡f.e of -i;he irro-l:"si::ral

sec:,rOt i¡_ -'che eooiio.llic d-e-¡el_on,,1e:¡i of ,t_liaii attcr- ciuriir¡, ihe

neriocl ar¡ 5 j-1..) 65 " ine eco:.orì)¡ c¡f ihaila"ncl had its f 1::st

i,i.c',-renti:-ir- of rieveL.on,.r.e¡i d-u.::ing bire ea::-Ly ll¡êâT's of this

Þe:c ioci. ,lire ïe ha.Ó never be e ::l â11¡,r ç co ito¡¡ io pla:rn i-i:3 'iref ore '

:-ìre f i.:rs'b il¿rtion.al ¿oo¡.r:rrie Der¡elopilent jil-an í'iaS ste::tea in

1.9 5i , an,:t- covereo- tÌre Þer j-oii Lc;6),-l-9 Lé j-ncl-lts :--,'e . i'h rs

Þ--l-an-:i:r: l;as 'che resÐötl.sibil-ii¡,' of blie -:ational ;ìcori-orrio

Deve-r-c¡r.':eni,'oe.::ú ( i l, ) .

!l:rs-i;o:: ic;a,1-l-¡¡ , -bhe f r:und.ai j-o n oÍ' 'bhe e coÍ:tonlr iIâs ls: ir-i

laf i:e.L-,' U-rlC11 e. ''an'f,Vïa).., I ¿',iSSeZ -f ¿',if e Sl¡S'i;ei1" 't'he C,f ief -

prise of tne pooul-a'bion, ooui:lecl ,;ii:h a r:-ch and. uird-e::la:nci-

'ì ng, errvi roirj'ient , has st i r¡r;,-La';ed- the Þroår-.i,cì; io:n of a I arge

r i ce sur¡l u-s and o'Lhe i pr ì:-larl¡ lcr¡cl-s . .loclay n lioi'Iever , iire

il¡i:c*bair.t i¡:ac'l-iiio:ral el eilenls of iratu-ral grot+ih are -l-osiirg

sor,:re of ihel:r force, .-os'b of -ûiie-íert1-l-e rice l-and- has been

occuÞieå" 'Lhe a-ccessiirle 'ceak fores'bs have bee:r, cu-i anc.

regerî.erab-ic:e "r;il l. -rec1uíre d-eoacies. Urloontrol-l-ed l-urberii'tg;

ì:;;r far:-rers a.lld. il-l j-ci'i; forest operators ali:ie have rno.reased-

tire seric-Lr-s,ness of so il eros io¡- and aro encì.ar:lgerin; 'i;ìre
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na1,ionts :'¡e.ieli resol-r-rces. ,jiih the po¡ula'cicn grcwi'n at

a îair:Jr¡ hi,:ir rate of j cer oe:ni à -¿1e2.-t, eve:nts oannot l¡e

a'llor.ieil tir.ei:r oi,itíI ooi-irse as'ühe¡i have Deen in tire pasb.

This nas.necess'ìtaied" ¿.ove:ritlent assis'tance io step u"p -t,he

ì)ressu-lle to ;¡¿.i'aiain anci io pl'or,loie 'bhe ra-be of econor'lj-c

eriÞan-sir:;r a:a'f,- al..sc iäas :lecessitatecì ¿lovertr:ilent inter-

-"-et:ltiorr 1lr ll:e use of tat';!af.. rescu.lîces sLr-ch as forest

re serve s , TTa-Eer re sou-:rce s 4.n..1 ei c .

li*E4pojg of _fle i!.+!i,s.

'jlhe pu.:r'pose of tiris sLu"dir 1s 'bo o-iscuss fhe need for

-'Lncluscrt-aLi-zaiion aL,rcl i;he role of governne:ai in the ittCu"s-

Lri-af-.iza'c ion cf u:::cì-e::d-evel-oned- col-intrie. l"¡i th speclal

ref ere:nce 'io '!ha. i ì e.ncL.



CT{APTER I

:ROLE OF GOVERI{MEh]1I IIS ECONOI\IIC DEVELOPI'IENT

systen of Econem_lc Orggg!¿aËlon.

Prlor to a ri.lscusslon of the role of government ln
the developnent process, lt 1s advlsable to consld-er the

id.eologlca1 basls of economlc organlzatlon, slnce the role
of government ln eeonomlc d.evelopnent could assume dlfferent

forms under each system. As Buchanan sald.¡

There may be sharp contrasts in ownershlp and.
control and also slgnificant ri.l-fferences in the
dlstrlbutlon of lncome and- wealth and in the system of
econonic. lncentlves for supplying labour and rlsk-
capltal. I

There are three posslbllltLes of oplnlon of the

government accord.ing to lts approaches to economic develop-

loent.

1. Centraflzed. planning.

'2. Lalssez-falre,

3. Developlng countrles where there 1s ilsome'l

plannlng and- some d.egree of government tntervenflon.

1. CenÈrallzell plannlng, irl some cases lt may mean

the phllosophy of communist d.octrlne ( or totalltarlanisn)

1
Norman S. Buchanan and. Howard C, 8111s, Approaches

to Economlc Develo_pqent (New York¡ The Twentteth Centuryffinã õ;Ts3ffi38.
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in whlch the objectlves of the whole economy are deter-

nlned" entlrely by the command of the government. The maln

goal of this po[lcy ls to maxlmLze tlne rate of lncrease Ln

economlc d.evelopment wlthout regard- to the d.esires of ùhe

populatlon toward- consumer goori.s. Consumptlon coulri. be

kept wlthin the level d.eslred. by ratlonlng, therefore the

part of the national lncone left after the consumptlon,

can be converted. to lnvesÈment ln capltal goods" The State

may own almost alÌ the neans of production.

The problems of government appertalnlng to resources

are more ln real terrns rather than ln money terms. Prlces

and. wages are set by the goverrünent.Z From the character-

lstlcs above, a government can have a balanced. bud-get and.

a stable currency wlthln a closed. ""orro*y.3 
That the hlgh

rate of growth ln eoonomlc d-eveLopment ln general and ln
partlcular ln lnd"usÞrLalLzatlon can be achleved very

rapld.ly can be observed. ln Sovlet Russla and Communlst

Chlna slnce the Second l¡Iorld War. However, the cost of

such d.evelopment ls the economlc freedom of people--the

freedom of consumptlon cholces and. the freed.om of partlc-

lpatlon ln prod.uctlve actlvlty accordlng to lndlvld.ual wl11.

2-stephen Enke, Economlcs for
CIlffs, N. J.: PrenÈice-Ha1l, Inc.,

.)

'r¡id..

Development ( Englewood.
L963), po 536.
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)-t''r:^¡.-1 ^ .J
-' 

' _.,)---_:t - -: e

l:) -;csou-l:res r-nd- :lì'.1ûoT..rcjr r;1;l-:1, be bes'c aL1"cc,?'.te:-;

zaJ- : ri,:-'uc'tt'JL cî iì::. Ç)-t=!''1':e-E :.:rl J.?:1¿ I,l 1r:';o:r'b

tltis ollii-,rr-r.il Ð-'l I rlcaì;icr atnd, J'esi-i"l t :-n d j-seco::Cilries Õf
)-,1,_.4,4.i _1 

^-f 
ì 1,a

;-si'¡ery*er fhe cl-ocf_rine )f _l_a.:ssilz-:âiIe ha-s'i:eetr

'ler:l 'i::'l 1r" in its irti:o.r:;ence a::å la.s bee ,L clli'Lic:_zeC bl¡- ^* ^(J

¡'1ar:]¡ ecol,-icr:t-LS'l;s " ,e y-:,e,t 't.I!-s a:ic oÍ :,-a-t;; i¡þ6 clrpose:1 tìiis

C-oci::ine a.n,Í slr-.-:;csbe å iÌlai; i;-:re ¿ôv:r..lr- ent sliryu,r d hei¡e iiore

cf a rol e a:::ìd- ï.olte re sÐoïtsi]:-l it;;' i-n ccÕt1o.-t-i c .1c.,¡--]_opîreri,

'i.h.r:cu¡;,r -,lc.ie -ia::;;,. e:lpe,:r"i-s i,3n, publ tc irtv:stlleni anC- oihe:r
I

fo::,t;: ,lf goïeï't{r-nerrla-] a.ci icn" t

Deve]cprl:; coul-"t¡'ies liLlere il":e:r"e i s " sqüq" -i:]e-:*trrn,..i

:rd L;"re :Þ;.q9 cf ;o.¡ej':-:eït :L'nie:'vention" The 'Taclyine

,rf 1:,1i:iez-:Li:= has l:oe. ì-e:1t"1i,1i, i:t 1is ¡;-r:,i.cb al,1 h.:.s

'sec'i c::ii -.c.-zel 137 ":1:.tr ecc'-^.:-1sis. -rlf si, -:€l;-'iÊ3 Ì:aS f ':e

":hr ::tpose ,:' irri¡ loatz.i '^o ani. l-.e ,lL::restel, i'ae.L il:o

1t' ' :al-ieÍ --leir,s3 , - r-r..::lj:ii ic:a-_l_ ,icc,:,o:lics (-osic,t:
Ì'¡::ri¡ì:¡r¡ --ì îf'l i:r ¡¡:r-no,¡:r 1Ol(\ - lrôlr..\Jt'.)-! :i _ _: L._ .)v.:.'J2-: .i , !t | )l 9 r..o *1.7-:è

5---.a. , :) . L: .î1t."
/¡^"li,:jl.e.r -ìi'1 "l r-,.^-r -,-= .,.Cf .lr.:_{C_q Cí jCh_-, ,.5r.-.;:^¿ird.

--e;l..ej I i :,:r.ï'" ; ; 
- 
ì i i¡l -= . 

=Ë-A i 
"" -Ëñ, 

--+-*ï1a,.(.a\ - ...1:.7 --,) a )¡ ),,-o
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^...:,-.-^1.*,1^"4r -r.¡i-1"ì_11 har¡e ?Cîe Cf â fOle etnC. i.ìf:fÊ -res:3t1*
,_ i \,t i-!:._' =.__u :_!

::.brl ir;;' i : e c)T:)!tic .1eVe l-Op.''e ri ¡i i'.':ê cl:i'-,.;r;' " --e¡.: =s

¡'l r.r -'r : .--.-icri -,--¡l : ' --.' " '-ô aì-. ììô i tl¡z'l-. S.llr.ll -t lneS 'n)t)
-Ç-,t' ð *jtl.t l-- ()'!!,J-\): v':1"

-¡.^.i.í> <1 qÊ-r..jrÌ:¡ -Tea-f,e ii;s ol.tï: d-eiÍând" "ii si"l i;l-e f il': cc,":.?,ô"t,.\rV¿Òt)',.L L:-.)'

cree.fe e ð-e:,':n:::.i- fol iis c','¡iL Ðu'oåìi,ce ::e'!e- ',:)i b;i ra-i;it:,- l.'oaL

Ðroil1ct" l.! ?:a.'rr:Jf a,t1-t-teT ûf la-:a.tiVeS ce"r.CT ccur-nt oia hiS

f'.iorliers spendl:r; all iÌroir -.'ta.3es ci'l llis pro'åuci; ii fioLrld
al'r;.:rii-; bc 1-': 1;lie : i: e.íi-\."â:l-;3:1 " 'r ' -:c-.':eva: --s;" t: s c l3e 'i;

!r^^L ;.^ j-1.. 
^ 1 ¡-- f ïr,.--l î),f,:?e: --^ -.¡^'-'-l r' -'r.1.]. llC e tU.3.] --at:^-ev l:l uiiri :-)'a-.1- :fDl]. t õ53eo-. - \J e r-( 12.-,¡ 1. -,

t, ^.' - ?ry.t l-.c ¡lc¡rg.r_1¡] *
",, J -- \/ lv- v Lr

.Seconå, the plì.ïe ihecr;' 3f f e.:=scz*fai.jle cil free

riârlle'i, enter'Êr j-se d,oe s r,iôt e-ìiist in ::ea-l lrrâctice' loue

,lesrce of r:orr€T"m.ent it¡-terveütion ocourj:ecl even in theD!/ v

i i::e ')f 'l a-issez-ii-1re " 1t, :.ras the joïer:':--:,r:.:1.+- ,.t't: pail !ct

the csiabf i sl1'-rs:rf; Õf åef e:'rs: " Ju,f ici:,1 , îclleie-ry i::s; itu*

tic:ls e.ad for îa"c=),ita.ii:ng ca.pital actr;lir:r"l-atior" :ili;hou"a11,

L!^^^ ^"^"''tì.r*s åi,-C nct cc;":|,:ibute li,rc¿bli' t-c ccoacäicL/Ii.J:U ür-^J.J:.!-r-L

d.evel-cpne"û'ú, ti-ie;' helpeC ia c)leate e, be-vi-er ecorîonlc cli*

îialÉ a"nd. tce jlrelr€quisites foï econol:1ic ,Ìeve .J-oprae:^rl througir

:r' j-ve.ie enbÊrprise. Eesides the aÌicre e:{lerd.itu-res ücr,rer:r*

_.¡:-.liS ..:llîe_Ì --l 
.' n.ra'¡f- rnaô=¡'._-.r Clî i"^f :-a.St:"rìCL,J_-ï.e*-l)Llbl iC- 

.-'-.:j "r.,.J''r'v t-¿a-t:Lù

\-:Ifïks ( irri3e-i ic'r, :coa.cls, cî,a)o.Is :-nd da-i-r,c] a.:.1 cu.'cl- ic

*Lilit:cs (-,=.ter s'.iÐ'ol;r e--i1 Eî;.r-â-r)--t: eí-ieci, 1l; :s

Tsirphe:1 i'illie, -:-cl:rcli-cs fcr le ve'lo-¡:'ie::,t ( ì::¿ler.,ccC,,
-, r . Ð-.-.o.^f .i na--.-cì "t -:M -ñã.ì--- -. 

---...úùâ a t.Lç...rJiÇú-.-!*.-|r9 * vô' _r'J)) 
' 

t_)ø )/-à
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U

1rie:rr¡e''n,',¡1 'üo flste-: e ccì-icl''i c J.::v=l¡c-te::.i.

llil:':; o llle ass,.:-:''-:iicli ilie.t 5c'ler':*e,lt i'l'ter;: rii¡-:

'¡,rou--l-C- ì;e::C- tc ri.sa-l-l cca.be rìaì1 03=.,¡e:r a.r¡C- resôurües is -î:J'tJ

ai-nay s true " ?ar i¡rsia,."lce gûverntre.f i: i itte v:i¡ent :-on i:r

Ci-¡ez'b i'r¿ trl.e surpl-i-:-s I abou.l :'-ro-:l tl:e a.5rrc:,t-l tu-ral sec1,o:r

i: i',^,= ::l-u.str'ia"r sc:i;r:'b;'. ii:fr':.ì'¡.c:lü c-r ',:'!'J.':)L--:- 
-1e:i

i.rå';.:l::ie.' l-cv=-l rn;îe 1i, is 1:ì.c1;i ic r':,lse tr'¡lucbi-"'ii; i:l

t.tt-i^,:c:'ie Í'. :-::'le-.¡e:f su-c,i ¿":l. essl:::ni io:r -.:a;t 'ce -,.r'ue , i-í i'|.if l
e

e lll'Ì f :,',.:e:.:'- c:ii:t = o: ';f ..r-e-l 1.,1' :.:;il;s " 
-

it is brue j-n Þ::ac'tice, e"l p:"escnb , LhaL ncst

Cevelonir-rg ccu:n'b::ies fa"ll- i-:: ihe thirC ca"'l;egcr;'i.'l l';Ìricìr

Lr.^ ¡+r-^-a.¡r¡,¡L trcc a.ì râ 1-"] ç--.^.i - n--.ì -^.--^ J ^ -.--- - ^-n !---l--.--._.
!:lC JJ\''..ji'iL,.C'.:w'-).a¿ Òj..:!' J.-,-t-|.i...j::-s i-;-lJ-:U-jU ¿:ó¿'r:-: J- -1 ..'.Ur;'-

f ere¡ice i"i'i the eûcno.il.'i o dLevelcpre:rL ifl:ocess. -'i-ie ee3:r'ee of

3:-;eïrr-r.ci-ri- sha"re tri econol,-.ilc d-evefcprrien'i; uaries acccriin¿;

lo 1n.d-ivid.ua1 countries, Lhe i:r po--1.-icies anC prevailing;

ph i1 o sophy "

ihe -ì¡l-e rf .loverr-:eüt j-r jccrcnþ ict¡elo¡ient"

'\s e--rread}':¡entioned-, the rsles cí 3orer:nrelts in

ecr:r.":='i-c :lÊvel 3¡-is'.'i r.i:e åif f ere:rt aì,r-oí..1 ihosc Shree

s;isi3--r s, r,': facb , r¡ithin ';he sâne si¡sLer.r lhe rc'l e cf

Sove ri":--'''::lÌ;s stil -'l ,j.if Íer"s íTc¡-r c,:u:li-r¡r io ccl-intr;r, 11e-pe ,rCi.r3

'I,r¡;^.n7 i-.o | ¡o'in...
JvJ.l¡JJ .-Vd r JJ f V!.:.

-i- :-, l- ¡ - '.c .r- i .r nojrlUvi tcnv LJ.Ltù-

, Lgl5) , p,
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I

ü:! iis c\atacte::isi:-cs, ¡i'lì:1 e.::-c an:ì- Jr.:r:\::'

o i:i ii-":-1. r'cl e ::f gcvellle,lN i:r t?ie st::a-ie E;:

l:1ù-:,, :jIË

i,.f ec:Y:.Õ;'tLc'.

:1e vel,, ¡;c'ilr.r'J i.Iill :-ro.rü 1a€cess¡;,-r j-l .r¡ l:e lh'-': sF-''l zv=!';;-..-':'':r-.' ,

x¿i -,'¡ill-l Ce peni-Ì. c¡l tlle pati i cu-'l"¿:.r: sr:otef a't:1- pol rt ica.i

oi--n.cl.:r! i;:rs ¡f a cci:ni;::ii e.nil- ihe -re -l.eval:i" 't':¡si,cr,i c:r.-] úÛil'-
1a\

-:.:l , " : -' 
'.-'-'t''.r:ef cte , l;l:ie d,rslu-ss ici r:i i':'tc: 7q1 e; ¡.¡.fl ì1lve i'i*

.::'¡:.e''\, in e cÕ l.c:',1 i t: .i-*vçl o iri:,.e I i; : : i;h !¡: ccil'tel'I¿ :,r-:-l-l ap1--'1":

: ^ .r-ì ,?= -:Jn1 J.a-iÌl s ':J-u r'=i¡,:-'i--:-, : rî 3 rÍ ic:-.il-;- +'a I "; ,-l'rl-

ici;L-l-a-ï s.lisi;eil oi úO",).:îry "

Ge;re:ra-i-1.y soc, 2"'i-rt:!2, bhe ao"b ive rcie Õ.î bhe :.rveï'ï-

':t:e :1\r i::i et¿c--.';oLtic :'l evel opre ::b i."1 ihe lsr.iê,1-:;ll:l- ¿:i.r;¡':.es

¡:l.rrrrl rl i'r,: ¡"¡,rz.d-ve!' i\e:',. i,',ie .ac,t. i-./e l:ol e A: i'l': 3-J'"=l.f ^'-.': if

r::: e oÕ::al:. i-i-e l'e-1,cn'leli cf the -i-::du-:i;¡'ie-l,izel co';ntrie s

irn:ì : Ll;la. ilcì " 'l i'i: r.; '',+¡,orl¡¡

á^;ro-r^"..i,. ,¡.1--r.ice ¡.'t:,tç-,,r\ ]¿"C! e:f-L¡.ei:::ei:eU_fS ¡¡ÌiO hai'--.. t'!t-:.1 . \;:: ___t._ _ )u. r! _t:::. ,;.J_.:<--,'i

-'" :':r::l-;r 3a:. ":1_ i,:cl_t11i l-. : ....;.: : ::l -:t El:il .1 s , ¿.,.¡i c;nii;l.l

lÌiereÍlrl , "?'i\e aslrre c.î, r:i iha -fcl o cf i;he '¿a.rer": c':i lra,s¡

cl:a,-':i¿¡eii î:or *Ca:i: l:tit;lrts 'l-oc'.i;r 
j:ce cf la"isec: z-f ! ire tr

.ie ;i:r:cs t ii.ce- ¡i ;orie.i:r:t-,e'^1; i-r.ile Í-"'e 
':,1; 

i-c'r. ,-:;-:::s .:a'.3 ihe

'- 
^ 'l =..;_ 3. r, ì., 1. - , _ L':o :p_t:! c

{' :.i -:-'L:-,; . :l-. -

a:)

i¡



I
flrst to d.emonstrate convlnci-ngly tinat goverr:ment has not

only the ablllty but the responslbllity to use its powers

to increase prod-uctlon, lncomes and employnent. Ï'Íoreover,

he argued. that government can d.o thls wlthout vlolatlng
freed.om or restralnlng conpetltlon. It can achi-eve more

prosperlty by manlpulatlng three nain tools: tax po11cy,

credit pollcy and. budget pollcy¡ Thelr use woul-d have the

effect of strengthenlng prlvate spend.lng, lnvestment and.

prod.uctlon. Ho'¡rever, the varlous roles of governmenü eàTa

be Ilsted. as follows ¡

L. Ivlalntalnlng publlc servlees, law and. ord.er.

2. Influenclng attltudes.

3. Shaplng economlc lnstlüutlons.
l+. Influenclng the use of resouroes ln more prod-uc-

tlve channels.

5. Influenclng the d.Lstr1butlon of Lncome to avold-

extreme lnequalltles ln lncome d-lstrlbutlon.

6. i*lalntalnlng a hlgh 1evel of emplo¡tuent.

7. To supplement prlvate lnvestment ln certaln

baslc fleld.s where--whatever the reâsorls--that aetlvlty
falls short of meetlng the d.eslred. level.

To fuIflll the above roles the government must

engage ln these actlvltles:
1o Creatlon of general cond.ltlons favourable to

economlc d.evelopment. In d.eveloplng countries, d.ue to the



(ì

I a.c1: ='î 3Õl:t,:1, 1:r:i-tei,e jä.;e :ttre::'Í: D.:-:d_ s1':c-¡¡cc,ritngs ji ¡ie
ecar:c'::.:-c davel,c¡::tellt cliina.te , -thc :cr,reïìr.i1enis ha_ve "¿:; ;:a.rt-
rc : i:ate :rc:re acf ive -l ¡;,' rl: cyea"-ing tir :is Ía=¡curab--l_c .r:l 1:a i;e * 

I l

Tc er=eLe sJ.j):i. z a..-riid_: bion i:.:lv¡f ve s e- 1a-:Ez ;:.u-tibe:: cf
in.ve si:renb p!:-s je'Ç:'ls, u-silE-l_-l .Jr al tjre 1r'oaSic,r -t.:ype s-,;Ch e.-q

iri-'¡e::'i.r.erit rr: fhe i::.Í::cisi:ru.ctir:,::.e a.nd sccia--L c-¡e¡,1.:ead. ci:,.p_

i'i;a'l ( e " ¡" i:::ve ¡'c,rents i::, i::t rr:::l!',: , ,t).,trîï I,ïÕ jecis , nubl j.c

,'.:t-iil-ci-n¿s, i;:iì:el il'ii-l :'bies, co:iîsNrl-rc s!r:r:. c:,î schcol s, h¡:s*

rita-1.s o eic. ) " ,'jcc j-ell- .-)r.¡eïlleecl. l:ecj ì_r. j:res Ë,)" 1tiez-ï:.í â¡-rr,cr..:_j1i of
c::¡1iç.-l fo:: it :i-c e- ï.ecess,rr-j- pll3-rJ:-:ai¡ion ic::.i.he pr:oúe*qs

cf ec,?:l.oi::ic c-evc.ì-o,-;¡reni; to stai'u " r?.¡itÌ:out th.en, ihe ti,ee
of Ê ccrö.:r ì-c d-e -¿e I r: l¡ c-:11''c c¡.ri:r'rci; j;alle c.e e c raaLe i:rf c Nhe

:c 1-l ; i;l:e Ðioc.lss cÍ e cc:lcl:":.i c i.er¡e_'l o n,iena ca_rnc,c becone en
1')OfgZ::ic _!fOOeSS.'l''' l-:,- ,^ie?-,-.fJr 

?).-:1?)...-)..a)_t cí inVeSL=eri; fa_-l_] S

::'¡trs a. tb.ec::;. :Í "rtr__ ;;L,.,:lt'r cf Ï" N. :ìcsei:stci:-i*l.ccj.a-.:, 3__q

C',a"^ 'ì^ 1r ! "-'1 ". i z o ^r '- ô:-.¿ .
'_ _ i_ - '

.lo he-ve a,rli¡ cha.rce cí .ar_tcress, --l:.rincl:ring a cou,Lt::y
i,-!^ -^-l-â ,-..^+!-tu) ii\i,r: -i:iìi,1 ú3,iliirS 3::ol:tÌ: is I ike ge'i;tin¡-; e.r-r a_i¡.pla,:e cfí

't -ì'-'-r'irc esiar¡l jsllr¡e;rl of a favcura-J:le ec¡noirric c.ì_:latei.s of üer ref e::.rec, i;c r.s -bhe ci:es-iicn of e:iterüar Êcc rrci:il_es.
:lri;e:cra--1. _lcorcr,iies a.ï- de f iit:C. )-s G.ij¡ íavci;-r.a-bl e eife ct' or0ì1c 3T rr3T3 Ðei'soils tìrat erni:rates f-i.cï ihe act1o'-1 of cif_f¡i-="iÍ- .^n-- - ^!-,,tr.,/r !/iru ii,Jr òtrr_rs, f j:::ls ûr ,lcvefnlllel-"its.

1a'' t:l o lh¡-t';, _lîÐ_-!-o..,;-1,.c-^i g _i.ì. Ja.¡r.ba.l
--::1c:"::'e;il llll lco -¡-r'ì-. f ---,'-".-. - r--,^- ^# :rY"''t-;" - 

- .. [--'r-' 'i.-J,: "J.''a'.rr:i3
,1 !'EL . , :, ..' ,. J9 ,.1 " [; "

lln-n:¡J- in:r i rr



iC

ilr: _...-:cir.-r:],. 'r'Ìte-i:e i.s ¿l cri-ç ic:"-l ;."1,;.'_rî- s¡eecl -¡hLch ,ri:si

l': --'î,1 î=; -¡ l .:'l:;;l -L':: :!?!-, :,t:r ll'-. i):-.c =:: l:,::='^: - . .

l-r::ccee-ì"i'-^,i 'r'l;it ':; bil" '.,1i-l--l- :oi rri.:i. :lt il ii;c eÍi:ci;s '"o

-,-:i'le s-ri.l 'ioiall ai ri-.3 rced:r-' e :-'l.- -r-e ':_.il pi_:,s?r. ;! :.r-+ n i ru_i:

ci i;.aîtu-+ ::f in-1'e.ri'r¡sn'f is 3. '^1ceî:ij.::- ( r:.1,:-;,lii "-.,r¡ s...:if :r*

*:-e ,:l ,\ a:a.,:j-j'¿:lti cf ;.:'Ì-l,i:oe ss -

':. s a i].tl-Ê:i o i îa"cL, tn "^e.ir-jr D. J e .¡el oI: ir.,_ ccintT;r

ilie io:tû,j"11":i.:?::lt sh:.lt:: j r t te Lo¡a"l i:a.,¡e stve:¡i is .::Lore il¡a:"
r:a '2erxe.:::. 

-: i"ve silre-ci :-ri inf ::a ¡¡t:ru c"buz.c a.rlcl, sc c ja--'1, cver*
lie lc *a:¡!l'e.l llj¡ 'ul:le ;or,¡o:îlr'lr.'i r1;, .3,s i,he :Jî*câlr-:l e .r- rre..uJ:o:ic*

¡rougrr --'-,'trûsj;,reniu is .1ot ...,*aÍe,1 ÊDecifj..c::.1__,.-;,- i¡ iis -z:r\:,ef,

,:l-e ::i,:,;:ii ol c,t:"r.t:e::ci:.1. ,:,.i:cf i.i;:.'::.i1t;. j= ._ ilgei. s¡-icl;

f :,:. i:,:re-ci; irc , 'rr,.-^lo,::r-c-¡e I cpe d cci_-¿ ,.1i:::j e s d_* ::ci -L :ll j Iille :::se --1.'¿e s t,a å t:e.ssire ir3i il;r r;f 'rf :_l-_1,:.¡i :¡ t5c ¡.c,::lletl
i:r f he i:: i trît:1.s1:::¿c'lt:::e i ;_i.¿ç 3{;*.3rif , s:_Íce th i,s c:r,ea"te sihe C-a::3e :r' c î c, vi c.loir s ,; j.:i'ol. e : pr. i_vt_ì; c ¿-:ïcz'l¡: ise :-::J"jj
fail tl bi" p::cviCed. beceL:-se ,Jl ?,.. l-e-c1,t rsf del¡and fo::i;h=:¡, ir: fhã !JT-,, of prl-,¡atc e.ciivitlcs,ll

i-ji j; is q:r1te ce::iain thai surcl: a-v:, ilvesi::eri :--,'.t::

cre t''üe i;he e :ii;e.rn¿_]_ ecar:_*r.'3:it,ts :il.r=.i:e';y :ri'.iâ1;e i.:iveSïlt,3 jit i g

,:Lri.ljseqi.r-?.tt1;i e::C¡.ljtÈ,_::', i;O Ì.tri.Cr3 j'taiie Ì:e.".I f ;:..iUs'b::ie-l- a-ci jV*

:Li:l, -J-t -,-._laceil. j_r:,¡e:i-rte"::t" I1t cL1:e.¡;.i¡.::1: i-" -:e1ps,;c
c:'ea-'¿c i::vestr'te-:i:Jlijl.)-,bulL,iiies lt:re.tiou:l;r ll-c1_:.:.,,1-l, ihr,=



l:c \::i!7--a-.- ::.J1: îi'' -.-3.'J-,'l -1: :-i-iïl:;e:: i'::'

e s'i:'::eris il":ii. '.i.:ic¡i si:-ì-'se c¡ue:.i-::; -iil-l

:!e"i!û:r-L !:trt:ie a:':¡7 a'?ie'::'':¡3 a ìl:-Jir
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Low 1evel of efflclency, nshorÈage of skllls and.

knowì-edge results ln the linited capactty of thelr organ-

Lzatlonal framework to absorb capltal in proôuctlve invesü-

ment ."L7 Thus lt constltutes a bottleneck and retard.s the

pace of eeonomlc development. Investment ln soclaL overhead

capltal, therefore, can lnfluence the use of resourcês--

elther the hr.l¡nan resources or other prod-uctlve resources--

more prod-uctlvely, henoe weakenlng the obstacles to economic

d.evelopment.

A goverirment also has to spend. on publlc servlces,

elther that whlch i.r111 contrlbute d.lrectly or {.f¿d-lrectly to

economlc d.evelopment--for example, natlonal d-efence, law

and. ord.er, and. ühe d.uty to supply money. Fallure to keep

the law and. ord.er; fallure to avold. monetary chaos r¡|f1

brlng an lnstablllty of economy and. polltlca] slüuatlon,

whlch w111 Ùend. to hamper and serlously dlscourage prlvate

lnvesüment.

2. GovernmenÈ clvlI servl.ce and organtzatl0nS. TO

attaln ühe role, the government clvl} servlce at all levels

and. reglons must be ln good coord.lnatlon and. cooperatlon'

lend all necessary help to the cltlzens, ellmlnate confuslon

ln proced.ure and rred. tapet as much as posslble.

L7
H1a Mylnt,

Countrles (New Tork:
The Econonlcs of the Devgl?Plns
f're¿lrlck .4. Praeger, 1965), pr t73.



t3
Partlcularly, more attentlon should be put on the rural
areas where the raaJor populatlon llve and. engage ln produc-

tlon and lrhere the varlous facllltles for economlc develop-

ment are most lacklng. In dolng son lt ls llkely Èo

strengthen opportunlty for rural peoples to lncrease ühelr

producùlvlty, and. lncrease thelr lncome. Thus the lncrease

ln fhelr lncome tend.s to brlng about equallty of lncome

between themselves and. the urban d.wellers, More falrer
lncome dlstrlbutlon w111 tend to lncrease effectlve demand-

and aggregate consumptlon, thereby stlnulatlng lnvesÈment ln
18fhe lnd.ustrles so favoured. Coupled. wlth the servlces,

lnstltutlonal bulldlng must be fostered. Varlous servlces.

cannot be d.one so effectlvely lf there ls a- .LaøE: of Íabþi;tu-

tlons anÖ equlpnent. These lnstltutlons, for example, are

co-operatlves, lrrlgatlon statlons, agrlcultural extenslon

servlce, banklng, na,tlona1 plannLng board.. Economlc

developnent ls based. on a network of lnstltutlons and

assoclatlons of people of many d.lfferenù klnd-s. It ls an

essentlaL Job of the government to estabLlsh the rlght klnd

of instltutions or to provld-e the settlng ln whlch the

1B
W. Brand,

LlÉilns, ( rlltnots:
The Strussle for a Eleher
FG' Fræresiltg¡8-Il-ãl

Stand.ard. of
228.
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l'-,;.'^'i '.:.':i. ii j: 
=i: ,.''.i -.o"-:; ::.';. l-: 3:'-:aL". -'¡ .1'L r.:::i c:1.:t

1q
1T arr-,.i ¡h

(c ) ,. rl a."-r -r=f c:c: ru.-- ine f ui:-.:: , l , e ", 1f reîl:.i::e s

-l croi.riiig; ahe a.C .

{':) jt rß':i,sc1 o"::- r--;-r-ie'' :Í â.:.-:s, :;h-Lcìr h?-ie l::

be stecifieC i.'r. o.r:deri;o carr:ii oL-t t'he pJa:.rt''ln¡; ilr'ooess'
/\i c) :t l:Èr¿r-r:r:es .. cûordL::'tzl io:r. cí ihe nea,ns cf

ecorlcrli-c Ðo:l i.rJ/. tc l:e use C. i.n oy:le.:: to r:each the airs"

Ib -ì s a tl-i ser l¡.et ta la.lie a pcl icir d.e cisi¡'' ':l

:sLi;.'a.-'-i--:- i;Ìre îutts"ye d-cvelclr-rre nts ba-sed oia t lie fui;¡-ire

reeCs a'nd- ch:irl;es ::a"ihe:r ihan tc Erå1te a pcl-ic¡' 1ecis jci:
2i

r¡s"se'1. on ifie Ð.1si e.¡idenoe. llherÊfcre, tz:3eis ]r ai:.,is

-L'-sii l:c sci f¡y"c:. .lc stte.i:: il:esc o-ij,3c-t,'-.¡:rs
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si::r.i-il..ta"neous'l:l;, cc:í'cì:il:-t io¡: enc¡rg, .;aï j-cus lrìeâ.ns-*e i'i;her'

':co:iCi:z.l-,i34. 2,,rlt:!'¿ ,ie.T' ic'u-s ¡-rrrel'ti-,e ^i a-3e::cies or e"itlcn¿,

va.rtio"ts ro-"1-lcies cí i:tsi::*l=:.:-f't:**e,:e ,¡ee:,eC i-:: o:'fel tc

a.vc i rl oc t!1 :.r.'c s ttt¡1 l.rlcc:lrs i ste tc i es 
"

,1,'r:ject i ve*t cf Gc"u-e:f-¡,:enb ?ol- ic.,¡.

:,î ttre ¿azl of ec.o.n.liiic ,Ce"¡elc-r::e:-i :c r,iì;- [l

i nç:rezse nal iona-"]. i ¡rcore, thetr -",re :riu-sÌ;r Le)-izaiicr prcb*

-l e:: in orier lc ai:ie-iri fh,=-: -;,lsJ js :^:]'J sc drffi.c'.:-.1 t"
-l¡-;.¡-¡a-,' '-rr.: .r-¡.i:^i- irr.a n1 gco:rol.,l.ic Cevel_cll.rgll-r, is: nl-]; o.n_lv.-r:J:-..J'.,t-¿v{../¡\¡f

i.¡ j t:cl¡ ¿s: :tr.i: -o,.rc-'l i':-o.:,.1 , I f 3c":::'.1 l;, .:i r1;- ic;cpJc,-l ,

l;uL s-ll si--- '[o na,..ii¡:-ize ';¡rc ¡e"L icna] Ìtrtûd-u-ct !-ii-ç-, anÌ -tc]'
?2

*s"riia cu-L¡u:.b, 
-"- .hi-s cc:r¡] i caies the tz'i:l:-ler ¡f i'ac1us*

";,r'ie1 lze.E:-:st r."\a-c -i 3 .riacessâ-z'r¡ tc a¡h:e -.¡e ihose Joâ,,1s "

'i- he C cve rnrei:t of iha" i-'l a.rri. i,s e.ra,::'e af ¡-l I ihe se

i:-t'ci;le;g a.l'i. is irâ1..1 -1 
11i3 sierÊs ta si:l.ve 'chel. iì:e :_rl,us-"

t.:: ia--l- tì.ro: ill i c::. -ic.l cf l*') il' { -ce y.:e j- t:t l-? (,2} ¿"n,j ihe f --.ïs1;

Five-ïeai:',: a-iic.ra.-l- ]ccnrliû -1evel.opr':re:l1;'î'f-e"-:-: *"r¿ e-¡:åerioe

of i'l:La j-l-e.iLlLt s lc.ci¡lc fo-l: inC¡-r,st-::îai ir:ai,iCn. ihe r:::c;rr¡l;ic:t

cî i;ldusf,ria.l- e:ina::,s:cn:-s cne cf 'che ptlf:11-.r;-1 :b¡ccIlves

oî tie .lai io::4"-1. .-lco-':rt:-:tic irl:.u. llre ,''t- jtt l:e _1 .=a.:lÕe f cr¿. L,ire

:.cliier..:l:;,:', :i il.:s cLj:cbr':, -r.i:::v':.r:" i; rl:âc?.':_ 3.- c:':;a-!:

?.?.- ^. ,'''- ,Ð,-1.,a: -l-l: -:':.,:. ,:.,"'. _.iIyG-,¡ . eibc::t=:_.:, 't=í_-;eSt*
:::er-t C:ri'Le .ri;", _rrliuc; i--ii.;;:, :.1:d_ lcî :1.:ìc le.¡e l Ípt1eit, r'

.¡¡::l;l:; -tt-,-:::.\ ¡i lcc:lc--cs, |)55, :, ]l'.i"
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i'.'.ti iative. f he ::c-1-e cf Lh: '.1:¡21t1-^,7;-'i1 i:: Lts be li iriij;e1 ¡,c:

J- '' ^ ' vcr-¡"1¡-b--l-e cl i::a.be Íc:: cr iva'ie j.:ve s bi:re ri z.çi .:*
"L 

.O .':.:,2 ^ :. ! -/u::J::-.-.rr !-. -:---'

: i:,, , .-, -'a".)-,! - - ;--c ::; 'r,:J;.: - .:',il 3'-.a;'l:r cr :1.:::i,:,',:: , t." :l-

l;o ¿ree"i ir;¡ 1;ire t:î:a.sz: *c';:r.¡'c cí i:,lie ec.c!:a'::-:!. .'i i iii t'î:-r-:.¡'i
r--' ^-' j '-r- i ^^ '- caie il¿.Lisi;::ie--"], erit:et-¡:: ise, ç, 'ti'ie pi.ese Ii pc.ì *! - :-:_._L_.

.,:"" i: c:tî-""ecl ,.o j;he ::lo|c:r',i.2:,',iic: z:,1./;l'Ê-)it,?"ajlìil::'l cf

il^ ^, .:. --:;: ^- rl ,ì.1';: -':'.;,.:-- i.,: : ;-.'.: C-!')î,':"^t',.. )i .1c-' ) :. 1.: "

ll.i: .^ll i:;.,- rr e 'Íícct ì.rrct-:.1s a" b,e ì;te:: u:;e ûf tl:e e;ri:t i,i;

ij-'íl:lLr.c-L,ijIe :::. )=.c -|t\¡ " ilc,iei:r::',:.zt:i is ut :l.e ::'C:-l_:'.; ): ,t::.Jr,.:-':

;i'._, 1;he l,-i.':e:;¡ a-na e;rl;li;ïe-l;-ic:r, lf irLilnal, f'c::i,trJ.uc3Íi

,:*.-LU:_:l e ',-. i;::r,',,U_:i::;,"; it f S Ð-aí.1ta:.r:j'()ájl j_t¿ ;û i:.rl3Vrde bhe

pt:Ì--.-'1. ic ut j,'l- iti,;s l,r.itclr i,:tii:,si:";,r jt3qi-r.!':e::, s*cll ,?3 .eïi

s-s:::-i:'ei- ¡l,l--',:."1 .f .;í clle i,.¡: :c:ie ::; i i : s *íi::, -; -==¡5. i r-: jlo,rus

'r:i --..:=c'; :.i:-:.s;î--.1 t- 1.,t.:l î 1cì:;-:îît;l :c.l:, ::-:..ì.-u-i:.:: -_ ;-^':c:_il

a:,:s:sL*.::¿e fc;' :erel,o¡,':e.:.i ll c:iit _e ¡.r:J- sr,:a.1--l-*gcr-_l_e

r:.1c1;s i:' j-e s ; a¡¡C ti is s"l sc il ¡.rl.l -'in: t,; e':l;ç2..''.r1 a.,:'.:1, c.,l::s:_r. -

,:1,:";e ¿ire feciliLlier: i::T lc.ien'r, lii.r: ¡.::,i. :riusl;-ri;_i .:.rsea-.::i;h.

Tli j-s 1-- :1.-'l I i.rr ii:e sal;e oi i,rl,i-;-r.-'L::ia-l- d.:Tçi¡r,:,'¡:e-,:ii; r.,,;:l , ¿l:l

:::: -l I cc:f i;I ibut,e io i;lrs ::¿:rr:* -::o.:;l: cf -u'íte l:a'L ic:tal eoo noi'.ì;¡

a.:rC. lleir tz":,il a i:r6'.¡..,.ro 
"

li3-,t,1-.¡:.,';;.', Il'i¿i:1 ;.1.1 has begr-ln plaii:led iriC u:s;:::a.l

t,cve ,1,*n:-:ctii rri:i--,¡ f r f:e i,e :11 .l''eâIs " Ihe ci-, ject, i-¿e:J ûf

lCti:tf itTe?i l:al: c-., f ;-r" :r ':''ì'l:ir. :La--l- :,1-;-¿.i,r,oÌl';:,c:.--ri ]i':).7d. bc
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:.,Taî,.'Eeï j.ltcelli ive icy t;t:'.e: --'::i.itl.ie ;-:? c):=: i'{J i;ur'.:- its

:aeio-,,::ces, '';c i,\e :':a='i- l;rïoC,ì-l-oj;-ìvÊ u,ies- iu"ch a- etv-i-lcli-

,re ,ii; r'ic'-i.i--ì..i et,L=: be ihe o:re l-.e si cz.1 ¿:;1 ¡riec\" tr: e.iiz'¡.c.i iha

¿:,,-.:-:-Ì r,'..:l- j:e ch'"-rioe.l- a-ssisi;a-nce Íi:'clt: s.brce"r''-:¡hich ihai

i:ri.-:,s---';- -:ecls îcr jis dcve-l-cpi:e'i:Ii. ifie 1.::'i'lcila,l ,ic'c:ci

c r ;he t=.i''.,, ci ';-ic ,,:-rr:-^'^=',tt :hcül d, be tc Íet rtve ';ile ïeì1.*

r-rî,.": i---ic:-.:cr:1;icns e-rò- r:c:lriraf,s suil: a.g gorre:'l':ilert c:inei,

irrrl,i:si;:ri-gii fact,o::ies; jr:¡:,c::i , ;t.z'iîi a'.å Le"b*'.::r' eÐ'(i:tûf- îtË

:,rl:ol,r Î,:a aÕ:3-l b.l e . )o -l-r:ti: r-: tliese cor-lr-r'.ll s cÕ:r"il-:ti-:-e , l;he;'

';1ll -l i:-rrJeda ì:,r._i"5_1 ¡_a"s;l,ica: .fli:c:-. ,=l_tij_,_r3 i1:: la::.3e *sc="1e e-:ì;;li-

rrr.G;'rrts il:et :'¡i l---l -be le cÊissâ"lt,i.¡ i f C-e .¿e l.c Êrler:rt i s i;c ilroûee,l"
;'- +'.^ -'¡ ^rr¡!- cl-i.re c;ii.c'n " in tl:e J-n'lg*::r::: , 'b:ris .l,,-.1,r":)acli is-._t u.).', ,! _:_iu

i;l:e oi.e :'¿l:r i ch : s; b,e r:i; c:.1c ¿l.s"t e cl t;c p.rov: cle f c¡' t.he lro'.',rili

:,î j;lre i:"åtst::i.e.l- sec-it:t al o -r' .l i,ia-¡ -.:lr't-c'o o,te eff icien"i: D-tl'-

-:ì,1¿': .'ill l:L::.? '-'a ::cl 2c.a:e iis ?)*'Ta'Jli;1ve i.l!::'^.-i"i" I,.
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l¡ar¡e þeel essc,r';::.ì --) i-raÕ':e c1; ihai-1.a::d I s iilåi-r-sçr';¡ f-r=oi:

.îo::e: i,3r co:lnei i-i; j-o:¡ " llrr1, ihi,s i"'",.a.:ney, -r-l^i spi-ue cf ihe 1E.c-u
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'i;a 
-eLi-f-',¡i 

-'¡e anc]. C c:ve-l-c¡ 
"

ilc';¡e ver r ,ìlL1'-rE :i:c,:-l-d Ì-.e C-evelci¡erj- ío:' the re:rcva-L

,:f a-il Lhe ecni-rcl s iir ihe .flu'bi:-"r:e , aít er tire i:rdi;-s-t-r : e s

lie'.¡r ]::.¡:,i, ti:tç: !:¡ 'l-cve -l tp à::L :-a j;si 1:c ihe i::;::Lci 2f
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CHAPfEB II

ECONOMIC STBUCÎUBE AND PBOBLEMS

Sltuaülon at the End. of the Second, liorld @,.
After the Second Worl_d !üar Thallandf s forelgn

exchange reserves were severely reduced.. Therefore,

flrst there was ùhe need to restore forelgn Èrade whlch

had undergone conslderablè dlslocation and strengthen

the countryrs balance of trade posltlon whlch had deterlor-
ated as a result of the war. Coupled. wlth thls was the

problen of fuIfl11lng the obllgatlons lmposed by the Alltes
for maklng avalIable quantltles of rlce at first freeÇof-

charge and later at Iow prices. thlrd, there was the

urgent need. to repalr the damage lnfllcted upon power

facl1ltles, the Port of Bangkok, the rallway systen and

ofher means of communlcatlon. Overrldlng all these prob-

lems were the lnflatlonary pressures whlch gathered

strength d-urtng the Ílar through the heavy Japanese mllltary
expendlture ln Thalland. and whlch become aggravated by heavy

government budget deflclts after l-949 especlally tn L952

(see table I).

there were two maln phases of government strategy ln
meetlng these problems ln the lmnedlate post-war years.

These lnvol-ved- (1) forelgn trad.e and forelgn exchange

&easures, and (2) measures to control rlce exports.
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measu.res, resulted in a heavy drain on the centra,l- foreÍEn

exchange reserr/es. The r:su.al- trade su-::olus r.¡as rnuch

reciuced and turned into a deficit in 195? (see table -L ).

T.A,EI,E T

TOTIIL VALUE OF TR={DE .{iiD I{AJO]ì- EPORÎS
(¡':ll,UOnS 0F BÄHT )

Year
Iilerchandise
Exports (foH )

l"ierchandise
fmnorts ( eif )

Bal ance of
j:ierchand-ise

Trad e
Rice

I 950
'ì Q5't

4,933
5,976

lr ,6h-È
5,85t+

+ rÊ5
+ I?.?.

2 1253 r,3t+7 3Sr
2, h'78 I,925 11"33

L952 1t,735 5 ,678 9t+3 2,703 997 355
1953 t+, 558 6',OL7 -r , Lv59 2 ,67L '63?- 3 LvL

!95t+ l+,5lo 6,67L -2,16! I'821 857 349
1955 6,521 7,289 768 2,63?, 1-,705 t+22
t956 7',t+80 7',562 8Z 3 ,086 t-,859 507
1957 I ,l+? I 

' 
/+31 289 3 ,957 t- ,692 53l-

rg58 6;L,46 t',2r5 -r ,7 69 2 ,968 L ,)p-6 ?.55
1959 7,560 8,986 -L,1.2.8 2,576 2,336 4.3te
1_960 8,614 9,562 94.8 2,57Q 2,579 539
1961 9-,997 10; 160 163 3 ,598 2 ,r3o 6t 7
1962 9', 52.9 11 ,; +E -f , 819 3 ,? LO 2 ,) n- 685
Lg63 g ,67 6 12 ,655 -?. ,979 3 ,477 7 ,9O2 '7 bL
196r+ Iz'rh.5lv I)'1867 -L',t+I3 l+,1+61- 2,060 96l-

SOURCE : firternational l{onetarr¡ Frrnd, Irt-gr4-a.tiq4-al-
Finaneial Statistie- l-36< /66 (l",iashinetôn D. C.;-Tø-¿l
p. 252.

To safegua-rcl the deol-eted- ,qoi-d and foreign exehan.qe

reserve*< bv using them onl-tr for pavrnent of rtessenti allr

consr¡motion goods, the deurand for r"¡hich lLad been kept

r:nsatisfied. du-rl'-np the r'¡ar ¡¡ears, the gorrernnent decided to

impose a s-,'stem of cornprehensive e:lchange contrcl-. The

entire Ðroceed-s of a.'ìl exports had to be t'r:-rnecl over to rhe
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i:,:ijç:i:tCCi: tO Cc:ri:lC-l- i;he VOl..'..r-r.le iî 3i,llo:t S a,-id j;O ii¿¡¡ 11-r1r-"-¿ig

i:ìra q:, ¡,Lrl -,r Õ1 l: i Ce cof I'e s pO;-r.-'1. i':.- .i: -,'!:..-' ,i.Ci:ie Si ic d-e:i.¿":C-. -tf'- -,'-' ...j

i':e 5ol¡errlì::re1ii ha.il 'le ft i'he e:.pûr¿ of :r|ce Îtee I:a tne

::erlial';, r:re cìr¿;-n i:n tliern llie i:,:1,:e1 '^'::e -,.r- ,'"¡ *--ì å ,-l':i l:ia.¡'¡e be¿:il

g,31 r: t.t:: iol:t¡'c.l l,li= ::iip:.,-r;" Õí ï-l 3e ?,.r7i. -çr) keei: the i:rbei:ra.l

,r:t iüe l.al'¡e r ,;ha:; thai ill'e.",/a rl- 1n¡ 1.1 the ';¡c:rl å 'ä.?-T-.teL *

J-1-e ari;;' .) :.ejlr a-)::'! cf i:le 3Crie Ínr,1e n''-. i;:í1..s ic :r3d"ì-ts ille cÕ;=i
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hc"l d i:-,¿ J,c,.,ti': iYtr: 'p::'i*t of r' -c¡**;l:c -1eiilr iien of i':c,i"
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¡rti,ces *,: ÕL':ter ooL;:loal-1i; ies.

ì:i:airrru¡ r:¡'rces f¡.r rl. l-;¡' ;-,:t-ì ':il l.eå -i.ce e.t ailì-

l e'¡e I s cf :l.isLriL;uï trlri -.:iere f i;lcrl z,::i :1se 1,'û-s ì:i-.ugirr; irc:r
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jt:'

( a.t-:p::c:,lt¡,l-ì,?ìie l..i¡ !t,( l.teï r.e t'; ) ':;t ihe r :,':,-"1.,1 be l:e-l-¡ç l-5 :rree.rs
^

:i z;¿e"' 'lh:: ::.ç,:::1.. -i..T.er":.:a i¡ pc,:;.-Ìa:1;ion',ti,L.l raiu:a__l. l;r
237:ta.-ie.ic tl:e e -iÌ-s; i-ti¡ _l:e-:;: c p::c'c_l e.is , _Íelt i :1g 1t D, ä:cj:çj

e:re.:ii'r3 iask tc re..i.se 'i;he ¡:¡ta.n:|e-:l,j cf :l i-',.'i¡; ¡;:rj 1-,!te -"r,c.¡el

cí '.:e::ic,.,al- ilc,rlte i:l 1;he --.a.i.: .:.lrea:'l . _:e-cci,. TireI has

-r::-rtil ;- ,::)' '"ie j. c.:l.t : '? p:;:u1.at icl :-."e.ïe a_se hr:vete. -l j'l.le â.

r:.en=-r:ir:i c-l cr::l- ove .r al..l. l]a:.-. ccr-rtj:.i_e .q " ri c1D.;^t. cÍi-sei, ,

e,nit'i:3Te 1:'r:p"'L cffset, i-he c¡niri'ru.i;j-on fc er:Õrionl¿ ¡ïosilei,-
:ty ähicir all ctile.r f aci:::r: cu.'. :.:.,re.,,11

i7 ez::1 ;r, the h ì .¡lie::' i''.lc :rz';e :i r;-,.."t B i : ;,. ,- !:,t-,.;i,,,t ,

the l: il3lie:: ihe :rate ci g:rcrith i:r ,¡.o-i icna.r i ncore .-.'eade d ,

1r c::cLe:: tc .-:re"in-La'i r nr ::ar.-qe ihe sta-,:':,r.a.ilii ,:i ."j i\¡i'.l',- n1 j-.-rr,-

îreaï:l c. l]o i.r,:l,.rcvet::e nt iir. bhe star:C_ai',i of l-ivrnq i s

i.)Õss:bl e :,¡he n tlie ncpi_il a,j; j_o.r inc:raase :is ì.r j g_her -rna"n'-L?:e

te.Le cî cl:e -i lc::ease i:l :r.p.i io::a-l 'j ¿co,i.:e . It f c-'l l.c rts

c,rrocl;]¡¡ ihz,l, Ehe :r'i_se in the stand-a::,i of I iv:i rig ,leÞe:ril s oi:i

iire :¿"1.'i,e e.i uhicLL '¡aie.3. r,::ccite ilc::eases i,r:ith ::esr:eci ic
p: çui:'; i:'" , j.:r o1,he r. rvo:¿.,-l s p::oC i,.c j; ic:.1 riu si i,l.cï,ease r:cz.e

::a.pil-1';r i'¡er' pcn';-l-atic:r, fliis ca_it be iit.istr.a.ieC bv

Is-b'l e i¡ alll ila"b,l-e i/f 
"

t-,^=,^.^' çu \.'ur-'i1iìreni cf lha.ila.ild., iha¿ie4c {arcis anrr- F ii-:,u_r:es
!'.1j. I l1'¡î.'.^i i1 lro;'l¡^Ä -l^a

:J¿,_:-_et ¿-' .: -v._,9 r--;i-..r.:.._, '. _)_.))e

to_- -...,'¿ì,cob i i:er , I1-l_ezl:rzi,:.ana"l_ T:rade airC ,i ccrcr,l i clr:,cl-o,:::::ru (O -=lfr::d_, ;reFãããI p?ã'.sllî?"l_l r _-
._ r \-,¡r\r, .t r )- Ì, Ljø : L í e
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:Cüll.C: :,jee r-af;ils:;la'; ica-L Cal c.u,_l a'c!r:.r, ( p, j6),
rf ..e¿:-l i.le:' ee,î,!i,a, i,tcclr.e ll \.96j"

lire r;e.b1 a' ,e-bcï.¡e i-:l'j ì caÌ,e s bhe incc¡.e per Llef.irri l;liaì;

'ïi:l i rÍev,a-:11 i-'r ì;he -.reâï !?75 1i:r Thai-i.a-n,j ii il:ie inci-ea;:e
j i: ir:i:e-r 'ì ncoire ericee,ls 'i;ir* l::crease i:: l-'o ¡:ul-a-L ic,-i l*.,-r ra"ïl¡*

- :.- î. ,.ii..l'-,3" .'i::.: ia-C.l e .'ei.."_9 ;-r:.';, ii i!:e ,;j.,::..fll r: b:t:.1
i\ca:,,rt e:icee,C.: Llie -::c i;lt cf n3 ?ï_1"_j. ic ii i:;, I il3r:. cc:t; r peî
C:2.,.-,;ir.. "i :^r-,.¡:14¡ i"a -r,l?( -rir -l r-â -- ì ..-r ^1:_..LvJ-.i ,.¿i) re."_. ÇJ - Ì, -iljil.,: if :-te

j-¡icc'::e 5:cvbi: î.::c:3,-i-L: ,:cpuilaiit::, g:r.ot,iLL r3i ?-. pet ceiit ¡ Þer
.r:.r.:¡.:, -.-ttrê i,; I î'7 j -::tl r_.r - " L ,:,--!,.) 3:,.i,rrït.1 -..-i;-i
;t , ,'t-,- .:.^ 1.\1-vc.-ró *_,--¡ ::- : )l 

-,e

ihe e f f ecis af -¡zt '¡cus rl,3sci-or.: coirrbi-ne.,t icirs r:f
i,icc:re it j.Ç'75 n* reil fçr¿n i:i ,.i-al:,1_e 7r,
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Ji:s.:'t. lal:l e lf ib slici,:s i'i^:.a,i ii toial, ì rccr.:e i'nc:rea_se s

':,:I j i::'-' ;: --i :,i1i;i::uL il.:^:.ij r-n+:'ee.se .r: ï,.¡':u-Lt.;icl: ::-'c.;Lh, i-r

=:¡.:-r -'l ,-'^. rrìaîi}] ^ lr l:r'l': =::. 1,^r'. -r-.-i i--. : '.ôr\" ê "1 ./'-v _r.. ¡eÇ. :.-..çv. J v ô,- û 
\l .. _ _j I

M¡c:il l,:cctrle i.nc::caseå b; ] pe::. oe.i, t,f i'::z ::tl,. ii:re

cl:a"b pa'i:v:-!e.:,:,r:r i nct'=e.ses €ìT, tl':e sajiie îa.;:, 'i;he:r i:: ce.c'ita

-..:: :):'',a ,il-r :'a....]-l.', :.,:c_.t.'t-:J L; J".-" .*:.)7,, l_:: i t¡:o, c!

ihe I iif e-re '¡ca l:e Lr.:e e;: the:l 5.:c 3::-:ûl: :'aLeÍr cve:¡ e aíeít a

s':ia: f ''C:;c-l r : -lrr3â.r' -¿:'-C : Ci =e:- ;- Sl-¡:. i -: S '-:-,r'l;.¡¡.,',"a .

T : Ð.c:n't erz 1- ii;lr.;:' _ta'ü :rü fa-l i iì.cct;-"r.e e.rci e:i.t1cyr:ie ii ac

'ili:e sa,.i:\e ilrle , ;li: :-:-rc:'':t:e iu ihe vol,i;le oi j-::ve s'c:,:.e ;lì;

r::-'il-1. i:a--¡,: i-c tre a'¿ e cûr_f e l-.-:i;;rC|n¡l l::_ghe-r. ra-te " )or¡*-t s¿, 11

'';.1'r.'r, ii ¡l--iíie:-c;:L i¡ve s'cr¡.etrt l"s :.-io1; fo;llicr.,ril^,:, ici_a;r,

t-:-'¡:e,,tt'1o;¡r:l,ei-¡t ¡":id I c-,,¡ 1e vels ,:f riat irnaf _ ji::co.n.c irill_ be iief,e

'::1::7; iu'c, ií rt-t:;li: is it-r:r¿::1. itis.;, :l; i1-"1_ --:.re .'il_l
-ce i.':eci-er'l- Lcn:.r:rr¡r¡ i,: c:rier cç: iyici.cese d-eti:e_n.ir- sü .Lhr:;E the
^..---- r-l : l ..-.-^ê ^.\ 

!-.--
v.r'_..-).vL¿.r \ri. _ ,) 1 -_ur_ ,:.4,u..t. j;-Ì_i (:i.....r:Lt,.].-I'"u u_.'-':u,..._

âtû'r-r-rj,l--l-t"iion e.voiå*d 'ùo.,...t¡r:r,:r,¡, cilre:r";,iise o iirc e:acess-ive

cani',:e.j- s-cc;::,¿1_'¿.tro:l l';iii 1-:,r-ð io t ia_ l j_n j.ä---.¡esl;n.ent, âr.-ci

lre::Lce e- ,,:1e ¡::e s s iclb jie de.;)r 2,i¡a, 'boi::o::::c:i . ?ire eOO:,1.e:-'-:,J

.:'-:.:; , sc to ;,tli-li, .Í;.t í:.:tc_l r':i ias;e¡. tc s.e.y ir: blle

3tr..Ê ---r î,ce , o'J'.tcî-.,:11, i-- ::1_l_l :1:.t ;¡--:r..i.::;i.

i'he a-h'ü'r,'e s'¿¡.ter,:c:"ti i¡t1 -l caies i;lla-t i¿ve si¡rel:Li is tite
-:- '-..::ce.""i l:e;- ;o e coao:tl ic d_e.;e_l-o loneiil " t n c:ri_e:¡' .f o aii:a"::-t

C" cefiaill alc*t:! cí -l:icl.ea.se L:.: yLzT i,::l¿:-1. :-,:3C,,3, 5lr: vc-l ulie

cf T:e'i ir:vest,,,:rent t=c.'-Llre'j -.,¡il-'1 J-cze-d dt ïhe 't\cJlaî:.eT-và)
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capltal-output ratlo (rcOR) of that country. Assumlng the

lncremental capltal-output ratlo (rcoB) rn Thalland ls 4:1,
whlch means that four unlts of net lnvestment expendltures

yleld one unit of output or that four per cent of natlonal
lncome ls requlred to be lnvested. in order to obtaln one

per cenü lncrease ln natl0nal lnco¡ne. rf rhalland wants

to have at least a raùe of lncrease of three per cent per

annum ln lts naùlonal lncone, lt w111 have to undertake

lnvestment equal to twelve per cent of natlonal lncome

(assr.¡mlng an ICOR of þ:1) merely to malntaln the glven

level of per caprta lncome, slnce ex post savlngs and- ex

post lnvestment are always equal, thls would mean that at,

least twelve per cent of natlonal lncome must be saved

annually (assumlng no forelgn savlngs). Generally savlngs

ls estlmated to be about frve to slx per cent of natlonal
lncome per year 1n underdeveloped countries or ln a stagnant

11
economy where lncome per caplta remaLns constant or d-ecllnes.

The rate of savlngs ln Thalland ls approxlnately ten per
T2

cent of natlonal lncome.

ïf rel-lable lnformation 1s available, both on the

capltal-output ratlo and. on the amount of capltal whlch can

T
Charles P. Klnd-leberger, @!g Development, New

York: McGraw-Hlll Book Conpany, Inc., 1958, F; 88.
I2

A. Thammano, "publlc Debt Management and- Eeononic
Development ln Thallandrr (unpulblshed Ph. D thesls, Ehe
Unlversity of Oregon, Oregon, 1962). p. !2.
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be made avallabre for lnvestment out of domestlc savlngs

and forelgn ald, forelgn loans and. forelgn investment (lf
avallable), lt ls posslble ùo cal-cu-late the rai-e of growth

that the economy should be able to achleve by uslng the

fornula.

L]'i,/\t* s/Y '-'-- WT- ^rr/ 
L

hlhere LW/VI ls the rate o-f change ln per caplta
lncome, S/Y ls the ratlo of savlngs to national lncome

(local savlngs plus forelgn savtngs), K/y is capltal out-
put ratio, and- bL/L ls the rate of change ln populatlon.

Ass.ume that K,/Y equals 4:I. the amount of domestlc

savlngs plus forelgn grants and foreign loans makes S/y

equals to 12 Per cent. The rate of populatlon growth

(ar,,/r,) rs 3 per cent.

then t\ w/w = 13/I0-g _ 3/t0o
4/too

=L2/4_3
=0

There w111 be no lncrease ln per caplta lncome.

However, lf po.pulatlon Lncreases at a rate of two per cent,
per caplta lncome would rlse at a rate of one per cent.

Thls also helps to explaln tlnaþ the Lower gnowth rate of
populatlon makes ft easier to reach the lncrease ln per

caplta lncome, hence lmprove the standard of llvlng of the

people.
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'hl:-e D.ssi-¡:,,"1 ji;,¡ cf :-cb!Iizi ^'- 1.î-"::! *r: l.¡.ciLe-l î*: l-e-r¿c*

sc¡.1,a 1:r i.:ai;e i:::c ;e r:'1; s ,

r:-r:z yet beccl¡e r- ==::i-c¡-c i:iol:J-e;i:

i:r Il:a :-l-atC- 'l\r:Te a 'tr,s-¡ ':::*, jcri-t7, cî il::,e po :,1r,r-l-eI ic¡ ]" i-r¡e s

i.rl .ir-,::=.-1. e.Teî:.: " _,1i11¡i:-jì:r T-'1JT'à1 u_noei:e irtplclr:i3¡,¡ å;_Le Lc

sea.scna,i. Ð...C oiire r f e¡,eicts ii:s,lf eril st , cï-:l- f ir¡a-te d, l-a_:id ila;,,r

sL:'l I be :rad-e ar¡ailab'l e -t¡lt ::ea:1s cf iz'::Í¡o-iii;i, e1;c. , i;o

plrc--'f i,l.e -::easona-'c,'l e e c,J,-rc:'t i c ::eiu:l¡.s :,r,': :;-._:i:c, .-L¡; r::e . t

rci:'b, ior: , cr cyet'.i c, ':D. jol:i ;;.,. , c.î "}c i::l ,::.'l ai i*:i .l r-..o.::ease

'i':)r..j: e.r:¡lt:-::ue i.c e,?.:f:i a" _l i-;e_l_i-hccd îTc,:' fa.t:,,1 ci: ::"r-,ra-1. ':îr;_ì.a;:*

l:e rit c:t*a-r=l_ l:;:, 'cl:-- e:iie'¡sjo'r tf etj-_'¡-|vatei lat:iì e.ld tore

i.rte ::s ive cu.-ì-i ivai iorl, " I:o-,te-¡e :: " i.Í ih= cLr-r::e:li; te,te cf

tO jti.r.-l a'l; rorr û,::r:,i:th le ::la:ls r.:.'tcl:lcJ-e J., Ltì:er-,c1f :j-_.:e ni ccl_i_l_å

be *o:ie il. rrlarllc seri.our i::loJ:_l el,. i:r t:re taee:f fir.i;ii.re , i:eca.L:-se

t:la:lilj,r,lal:ielrs cf i,:¡a-,ïid,'-; î".^l,;i,'--2,i'! cl,liil-r:irr..riiias r..¡ill

",:li 'bc a:leci''..*,.1,e " llc,¡ e:-iî,_a:rj.'.e:t, or:pc::i;iir j.L i es i,"-il _r. lia.v,: ic

L,c ',:::e:,1;eC- i:il ihe ]-a,ici, -t-:¡ :-ttcli-isir;r a.;1,d, ;iy¡- te;:t ia:';r

f 3Ci'r')îii:--;, f"^-.¡)1-,¡if ,' +,-r331¿--::..'.,..-l;. 
11 3¡r¡;r 3-11i Jci-1,1--., :-.-,-cst-

'ri.-: ?. --'lî :i.:_^-: :L ii J'1.îî3*. '*lt'l¡ )' r:='=1.j-, j':.",- l-:-;l.a;:, 3 r..i;

l:ecl:le e :rhaLrsie ri ' Thi,s Ìrear-is il:s"-L T-rte eco:î-ûi.r.r i,;1-i...1 ha.,rc

il-. l-.e :.'¡i:.te::sif : li i"l :':_ le c¡:r.i-a_::;,,, a_r1.. te*'; it:;- l_i-:es a-i:d

;l:: -r:-c':r::-b:,c:t cî i,se l-.a'¡:cl:".i: fl:r:ce ir rstLi;)Ð-l.iã:ts ç'i!^:çr

c)r*-tt)Llr -ì -lr ãa.
r:5I-: " 'i:t.f-"!;ôà I lf lll
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-Ll.lJUSri'i .t.rj, DEV;iI,0 Fl lJr!.i

Ihe.ou.rpose of this cha.pver is to stu-cly the rr¡le of

i;r.r1"u.str¡r in econon.ic d-eve-ì-opl¡.ent. In order lo ill-us-r-ra'be

t!øt ineustr iaLizatrion is beccraing lnore inpcrtart for u-nder-

d-errel-oped corlzl'uries the case fot ind-ustrial development, the

concept of balancecl grc¡i,'rth, and- the tÌreorj¡ of econo¡¡ic

d-evel o-rr¡rent r¡ith unl irnitecl sur¡pl.ies of I al¡ou:: will- l:e

d- is cus sed- .

rll.thou-gh, this chapLer attelnirts to shoiv that ind-us-

Lyral d,eve1-oprueni 'ìs necessâ"ry ano. oan nol be overloolled-,

i¡re rousi not malr'e the rristake clf regard-ing industry as nore

importa'ni than agricn]ture for tnost of the u-nderd-eveloped.

countries are ciraractettzed by the tvtal nature of' lheir

economy, Und-erdevelcped. countries should. trot give f j-rst

prioriiy to indusirial d.evelopment, on the other han.d"

agrlcultural clevelopment shou-ld be given fhe f irst priority.

The economic rationale behlnd. thls prlorlty is that indu-sNry

need-s a richer narket for its prod.u.cts, therefore, develop-

rcent of the agrlcultural sec'bor r,¡ill create thaí richer

rnarket (rnore details l"¡ill be d-iscussed- in the case for

:ind-ustrial d.evelopment and- the concept of balanced. growth).

liaving nentioned the priorify of econom.ic develop-

nent i:n uncLerd.eveloped cou:rNries, þIe then can proceed ùo
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sLu,Cy the case fcy j-nd.ustrial d-evelopi:rent.

'i'he popu-lation of l-hailand. has expand.ed. rapid-Iy,l
especiaify in the agrlcultural areas. Such continued-

increase i,¡111 eventuall-y place a strain on the existing
emploJ¡m.enN opporf u.nit ie s in. the a.gr icul f u,ral areas . thus

S lnger saiC:

Dense popu.'lation cloes ind.eed- caD-se greai poverty.
S ince u-nd-erdeveloped, countries are pred-ornlnantly
prinary prod"ucers, dense popu-lat'lons on Iinited a-reas
of l-and. ereate a l,ialthusian-clef erioro"Nion through the
lai,¡ of d-irlinishlng returns.¿

Consequently other economic sectors have a" respon-

sibility to provide employurent for l.he gror,"rlng no;oulation

of irorking age. Thus ercpl oyrnent requ.irem,ents have been

another reason why ind-ustrj-alization is an unavoid-able need

frorn the view of Thailandrs econom.ic cievelopinent. Fu,rther-

lloren because industrial-ization can help to stabilize
incorn.e, it ls regarded- in underd-eveloped countries as a

remed-y for economic prclbleirs such as loiv incoi:re leveln low

em.ploymenf and. lol.r output. llhether 1t acts as a supplenent

Lo, or a partial replacement of , the prod_uction of rarn¡

rnaterials, ind-ustr1al iza.tion contrlbutes to stabitity

IR.f"r to Table TV.

2ilans y,I. S inger, rtProblens of fnd.u.str ia-'ization of
Und-erclevelopecl Countries, rr f_qte=rnat ional Social Science
E:rJlêùie, r\ Quarterly eutteffi ffisõil--Vol. 6, irio. 2o L95l], þ" 22L"
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l¡ecause it involves a broad-ening of the cou-ntryts econonic

base. ¿rl-though to diversify rai,r rcaùerial producbion vrit]

co:rtribu,te to incolne stability, f ay greater stabil.it;' -','.rill

l:e aohieved- by induslrial develoicn.en'b because it carries
d-iversif ioatlon further, extend.ing it into the area of
second-ary prod-uction. Tncome stability becornes greater lrith
extension of d-iversif ication lnto the area. of second.ary

production becau-se it facilitates the variance of the volume

of outpu-b by prod.ucers in response to changes in dernancl.

rndustrial. d"eveloproent not only stabit izes income; it
also he1.ps Lo generate it. The reasons being:

f . ii ith inclustr ial izat ion , more re.w nater ial s rr,¡ill
be dec.ianded., r,rhich eventuall_y will lead. to a general

increase in the per capita income of the peopre tn a region.
2. Prod.uctlon can soinetim.es be haropered- by the lack

of marlie'b nechanis¡rs in the underd-everoped- countries"

Inôustria]-ization nay help io provide efficlent ruar\<et

niechanisns,

:ln ad.d.itional, and_ often basically sound., argun.ent

for ind-u-striaT-ization is that ib 'rilay irnprove the stability
of foreign exchange earning; tltrough diversif ication of
exports ìcy the lntroôuction of manufactured. good_s into the

nornal export f lor,¡s.3

,f,united lJations, I,ieaqureq for thq _¿c,o4or4ic DeveloÞ-
r4-e n! 1]l Und.-er!-evs to ce d- Cõñffi lîe-'¡GrjfiTêÞãrtrennt-of
Eeonomic and Socia"l Affairsr l-g5l ), p. 9.
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Further, ind.ustrializat ion which allor¡s the eco::lomic

prod-uction for d.omestic use of good-s which l"iould ofhervrise
.be imported has as gooô a stabllrzing effect; for this kind-

of -local riranufacturin.g red.u.ces d.erae.nd.s on the coti-ntryrs

f ore ign excharlge.

In ord.er to support further ihe case for ind.u.s-

trializatrion we rr111 d-iscuss the concepts of ilbalanced

groi^ith" and- rrd.evelop¡nent r¡1th an-un1i¡rlted supply of labour.rr

Thq Çaqe

Ba_lance4

for Ind.usfrlal- Ðe_ve]qpqen! and tlre Colcept of

Growth.

l'lany economisf s have acceptecl lhe proposition that

economic growth is a good- thing and- there is litt1e d-ou'ot

about the fact Lhat if is d.esired-. iiloreover, all seem to

assuiîe that aí\y geogra'phic atea, r,rhatever its size or

resou,rce and. population eild.oiqnent, is capable of economic

d.evelopm.ent. The fund-amental problem. in Tha.iland- is silnilar
to all und.erd.eveloped. counfries, nam.ely, tlnat prod.uctivity

is so 1o"r^¡ that the rea.] natlonal income of the inhabitants

on a per oaplta basis is l-ess than one-quarber that of the

Unifed States. Also, 1t seens to be agreed t!øE the problem

of loro¡ prod-uctivity can be rectif ied. by sorÍe arnou-nt of

caplfal e.ccutnulation in each geographic area. IÏol,trever, the

econorîy is locked- in a rrvicious circlerr in r^¡hich the capita't

is n.eifher su-pplled nor demand.ed., f or as .*Jurkse has said.:



<6,

On the supply sid-e, there is a smal.l oapaclty to
seve resu,lti:ng from the l-ow level of teaL income.
'lhe lor¡ real lncone is a reflectiovl of the lor¡
proclr-r-ctivity, r¡hich iir its turn is d-ue largely to the
lack of caoäa1 . The lack of capital- 1s d.ue l"arge1y
to the s¡:ral.l capacity to save o o . o . o On the ÔenancL
sid-e, the ind-ucernent to investneni L-oay be low because
of 'bhe l-oi¡ purchasing polrer of the ;oeople, t"'rhich is
ciue to their s¡lal-l veaT- incorle, which again is d.ue No
low produ.ct:-vity. c c o. o The low level of prod-uctivif;y
is in itself d-ue to the lot¡ l-evel of capital enployed"
i.n the prcld.uction process. Then ihe vicious circles
D.Te conlrlete . ^j'

The proÌ¡len t¡e face 1s tlnat of brealcing out of this

viciou-s circle ancl establishing sustained- groinrbh. ¡iany

econouists incl-ud-ing the United- llations Econoriric Co¡t-

nission. For Asia and. Far trast support the d.ocfrlne of the

rrBalanced. Gror,rfhtr theory, i,,¡hich they believe provid.es the

best solu-tion for this d-iler¡:.na of achieving sustained.

growth 1:r the und-erd-eveloped cou-ntries, as illustrated. by

their report:

Sorne d-egree of balance among the grolrth of the
åifferent sectors must be rnaintained.; if any of them
neglected., it na.y become a bottleneck to further
gron'th, âs several counbries 1n the region have found.
when they have put too gxeat stress on either ind.ustry,
agriculture or _overhead- facilities fo the d.etrinenb
of the others.5

Lt,_',1aznaT Nurkse, Pr?3}ems oI c?pltal *o.ti¡¿!-fg]f -+11Count{1es (}ïew Yorle: Oxford- University
Po 5.

5Un1t"d. ldations, Formulating l-4d-uqlrial Develgpgrent
Frggrgr+ç, i{i_!þ spçqr?1 reference
(Bangkok: Economic Conr:rission for
r o,(.r \ t!./uLJ , lJo Lc

bq ¿l_s la ap+ thg lat S.ee!,
Asia and fhe Far trasf,

Und.erd.evel ooed.
Press, 1953) ,
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-L-he ter-m rrbalanced. groì.Ithrr can 'oe foutrd in ì;hree

d-if f eren'û conbexts. These co:ate:c'b s ÂP-.y be d-ist ingui-shed-

a.s the nontechnica.l context, ihe general bechnical con,text,
A

and. the sÞecif ic tecilnical contex|.'

1. In a nontechnical coniexl the tern is eiopl-o;red.

-bo d-escribe su-ch coneeots as broac-ly based- grou-i;h; growth

u,rhiclr d-lffu-ses i'Ls benef its i¡i-d-e1y among -¡aricus classes;

anC- growth r,¡hioh e:nta.ils \rery little o.isrupbion of the

social process.

2" In a general technlcal contexl, the tern. bal-

anced gror,,ith is often usecl to d-escribe the haLance between

a,-nbitions, and- the resources lrh:-c?t a.re available to fulf iI

ther¡; or i'n a sbricber sense, the baLance betvieen intencled

savings and. ln.i;end.ed- i:nvestnent" rf an investnent ei:lpl-oys

the resou"rces avail-abl-e in such a. lnay that infla.lion d"oes

noN o ccu-r , 'ì t is said- to be bal anced.. (Ai t ine s , however ,

inflaticn :naJr ac-û as a siirirulus io economic activity, antd-

r+or,r.ld. lhen be d.e s irable . )

3. In tìre context d-esignated- as a specif ic tech-

nlca.l- coLrcext, the teri¡ l¡¿.l.ancecl gror.rih ref ers to yet

a:nother bype of bal..a"nce...that achieveo between rnarleet sLze,

and. ihe suppl5r sf capital. This co1'Lcern r¡ith inarket-supply

/'/^-_ _ -vlJ ,¡rI ..J .
,-lrqnryo / liat,tv::e¿:tt)v \1:vrr
pp. 39'l+O .

S inger, InLernAt i_o-njLl
lork: ilcG:rau-liill Eook

Der¡elop¡rent : Crrowth and
Co'.rpaTly, E 6[f-,-
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baLence is cften a o,uestion of balance betiveen different
sectors of the eccnoril.]r, for exaräÐle , ãBriculture a"nd. inclus-

iry. ¿inoiher d"iscussion iu'hich arises regard.ing narket-
supply balance ta;'es the fori;r cf an exa.ttrnatiotr of the neecl-

to crea"te im,orovenents which resu,'l-i in the rlore eff icient;
pro.Juction i:rethod-s rrhich 1n 'curn create new .,narkeis.

lhese i::lpz'r:venenis can J¡e achievecl by the slirLultaneous

eltþansion of tlnat econornic infrastructLr-re i^¡hich is coltprised-

b;rr Ìrealth, transporb, hcLr-sing, eclu_cation etc., as well as

b:y a nore ciirect e)ípanslon.. " -vnai r¡f supplies of f inal
gooås. These itlprovel'rents rqalr also be achieved. by broadty

based- investnenl in prod_u.ction effioiency. In this case,

the inf i:as'LructLr-re , e>lternal- e conoilie s , ancl the 'botal

sunp1.¡¡ of f inal goocls exhil¡11 si.nultaneous d-evelopi-,tent, so

that i::rcreases in yeal in-corne provlde the necessary m.arl<e.b

for lhe increasecl- flow of f inal good.s.

It is on13r t.¡iih the specif 1c iechnical sense of the

tern balanced. groir-th tnat r{j'e a-Te concerned- i::r this ireat-
ne:nt of the surbject. Let ils, then, turn No a deta"iled

e:<arqinaf i'¡:n of the d-octrine of balancecl gro-v'rbh in the

spe cif ic-technlcal coniext .

Rose:nslein-fi.oclaill T"ia.s -bhe f irst persoli who d-evercpeo-

this theor:¡r. In LgUj ne publishecl iris id.eas concerning the
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probl-en of ,Jr-rropean reconsiruction- afterbhe iiiar"T l'r"

'ma-C,e tlrc¡ basic assu;n;obions; f irst, Llna.t a substantial-

e-xcess ag-:rarian oopulatlon e:.risted- and. second-l-y, ilnat the

optinur:i size of aoy enterprise requireci- a sr:-ff icienily

Iarge :;,ayl,-.et area. He col:t.sid-ered- -vltat there are l'¡¡o pos-

sibl e paths of 'ìlrd.u-stz'ialization in jiurope ; íirsf , a

vertical- in-tegra.iioLr of all eas'bern and- soi,i,bh-eastern

lluropean ired-usiry ';'rhich d-oes no'b require su-bstan'Lial capüal

assistan-ce from ou-'bside an.d- second-ly by tarilng fhe t'¡h<¡le

aree. es one geographic unit assisted. by ou.tsid.e capital

with the airn of developing a paokage of self-supporting

ind-u.siry, The f irs'b r'¡as dlscarcleiL as being too sloin¡ and

u.rref.ia"-i:le';rithouN su.bs'tan.bial ou.tsid.e captta.L assislance.

ln co:n'cras'L, the latter apl.Jears rnore ad-vantageous in. the

sense tha.t ii rrou.ld- resu"lt fron industryrs fu-naam.ental

'rconplenentarityrr r,'¡hich meant that tlte d-e::ra:¡d- for .bhe out-

;oui of the lnciiviôural f irn ¡roufC. be orovid-ect b¡¡ bhe incones

ayrå äiateria--l- reo,uireir.en|s generated in all the other f i-ri'rs
in the u-nit.

The exan.ple cltecl by Rosensteln-Eod.an. is tha-t of the

establish:¡ent of a. shoe fac'bor¡r" Thls factory r+as

'7*
'P,osenstein-Eoci-an, rrProblens of Inclusir

Zas'bern i: South-Iastern EuJope,lr The riconoini_c-s
d-erre,1_op.ce nt , ed-. t gar¡^ra1 a and- S ing , ( irleiv Yorli:

ializa'clon of
of Und-er-

orroîã-
U.ni-;-ersitji pssss, Ig 63), p-o. zLt5-55"
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e sta.bl lshed- in a slat ic a.nd cIo sed e conoiÍr.Jr , aTr.d- eÍì pl oyed

one hundred- r¡orkers '¡¡ho riere fornerly unclereriplolred. The

i:Jages of these r.¡rorkers wou.ld- 'oe d-esignatecl as ad-d-itional

i:rcone; ho¡"uever only a srla-l 1 portion of said. incone ¡^roulcl

l¡e useCi'i;o purchase shoes. As'bherel"ras lLo other source of

ad-d-itionaL. pu"rohas1ng ,ooirer, and as ex,oorting r¡¿s at1 iri:.pos-

si'biJ-ity, there was no ou.i;Iet for the remÐ.ind-er of the

ou.tput , so 'Lhe shoe factory lrou-}d- fa.il.

",Iccord-ing to Rosenstein-Lod-an, hor..,rever, thls fail.u.re

r'¡ould. not occu.r if one hund-recl industriaL and" agricu.ltural
enieri:rises of this type i¡iere established., wr-th 10 ,000

raiher Èhan one hundred- workers (as befoz'e these worliers

would- be foraerll' und-erenployed-) . Ihese enterprises wc¡u.ld-

'Ì:e creaied. so that à variety of indu-strial oonsuiner prod.ucts

and. food-stuffs cou-ld be procluceC and- 'bheir prod-u-ciivlty

level wou-ld- of course be hlgher. jach lncllviiLual inclu_stry

provid.es a n.ar1çet for the products of Elne other 1nd-us'bries.

Ihus an acl-clitional 'ìnco¡:re ;.,¡ou-Id. J:e created. r¿hich

cou-l-cl be spent on the adåi'bional prod-ucticln, and. tl,rus tire

success of fhe tofal investn.ent r,rould- be assured.

ïn this case, the r1sl.l of not belng able to setf ¡¡"
ou-tput woulrl be ni::iirn.ized. and- this wci-rlcl provicle the initiat
incent 1ve to e>lpand-" Furiher incentives r¡ou.ld_ be generated

d-ue io'Lhe firnrs posiüio:r" as a gror,,iing flrio i;r a groi.iing

ind-usì;r¡i r,¡1ih its groiring nari{ets. Groi,¡lh aN a rairid_ ya1e
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r.¡ould- be ÐcsSlble l¡ecause Lhe oroposed- inÔu-sbry r¡Iotlld-

per::.i,c el1irepreÌ:Leurs ì;c iajre a.cttra'nia.Ee of i;he ilex'ternal-

ecolloT;liesrr a"-¡arLab]-e withln tlre un1t, butl'¡hich 
"íol-r.ld 

not

be available to incllviÔual- f 1:rärs because of the d-lverger:rce

clf rr So o ial :nargi:r¿.l net prod-u.ct " 
I' :i s Ë.o senste 1n-iìod.an

bAfU.

If the i n.d-i-:.s'br i-aLiza.i ion cf i:r'bernat ional- àepre ssecl
aTea.s .ì{eïe to rely entirely on |he nor::ial incentive
of prirra.be entrepret_.ì,eurs, the process irou.ld- not on]-y
be le:ry ¡-mcþ slor.¡er, the raNe cf investnent snaller
a:rd (conseqr-rentl¡') the nationa.l inco:rie ]ouer, but 'Lhe

:'¡hole eoongr'itic stru-oiu-re of the re$'ì61 lrould- be
clifferen-b"o

]t sh.ou.ld- be noied- tha'L Ììosensbein-Rod.an luas not

atiei:rpting to provid-e a general- theorS' 6¡ econo:iic d-evelop-

nen'b. i-ie was referring- SÞecif icall-y to an a"Tea in r'rhich

a fra.rnertork of social over-lr.ead" caplNal in the folt of

railroad-s, cana.Ls, hyd-roel-ectrio planNs, universities, and-

an lrrd-ustrial 'labeur force alrea.cl;r e>listed-. Thes, 1t r"{as

lef'L -bo i'¡urltse -uo pror¡icle a' Seneral 'blieor¡r of iri¡alancec1

gilOi.,lth. rr

iTurlçse proceeCs on the assu-nptions that the d-ones-

iic :narltet 1s ll-lillited d-lre to nass poverty resultlng frorl

1.o,;r- proclu-cf ivi-b¡¡ , privete invesltrent is d-iscou-raged becau-se

of tlre lac!. of a'narke't,, an1- conditicns of l-ess fÌran

perf eci co:tt.iJeì; it ion exisl ' jidd-it ioira-l ly he a'sstr"riLes a give:r

{ìo-. ""fbjÊ., pp. 250-L"
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labou.r force e qu-ipped- '¡i1;h an increasing stock of capi-ia-l-
C

a1C a. grear fu¡d- of Lr.il-u-se,1 iecirnlcal ';tnoi'l1ed.ge.' Ihen he

cotnes -t o the con.cl-usion 1']nab 'rlhe so],U.bion seers to l¡e a"

bal-.anced lrâttel:n of inveSt¡.,eni in a i-rt-r-¡rl.ber of iLiffe:rent

ind-u.stries, SÕ tnat -oeoi:l-e uorking 1¡ore proCu-ct ii¡e-l-]' r¡1th

lnore capi-ial. atrd- iä,Þrr:veC f ssþ¡i q.u-es , beccr¡e eaoh otÌ'lert s

rn
.r11^fu utù uv-:r.v¿ Ð o

-in- irresen-r,iirg lhe bheory, l'lurirse neiLher eli:,ninates

foreign trade nor rel-ies rr,poYl it. Il is j-nplicil in bhe

theory 'ihai bhe ba.la.,ncecl grotuth can ta-re pl-a.ce leavi:r3

e:;rsting fore1gn traC.e u.nchanged-. i'he n"er"¡ ind-utstriaL

,oroCl-uc'b ion is to be d-o;'nesi ica-'l-1¡r s6rl5u.rred-. j:lu-rkse saiå:

,'le are in t1-re classioal- l.rorlC of Sa¡rrs l-a',¡. 'Ln

i.rnd,er .,erreloiled areâ-q there is nÕ 'Jefla.tiona::¡r gaþ
thror"r-gh e:ice ss ive sa-vi:ngs. Iir"..:Cuci ioir c::eates iLs
olilr d-e:¡ancl aira.ihe size of tlne rtarltel Cenends cn
l,he vol urrie of prod-r-r-c-b io;r.1I

liouever, Lre r-relies a ôistinoiion be'bween "social

cverheail capitalir ancl "ciirect investine,lri'r in tire gocCs

93" i:iurkse, "llalai"cecl Grorv'bh cn .i'Latic Asurnption,r! ,

igj¡jlojric Js¡u.rnal, ii'ol " 66, iuite, L9ó5, pp. 365-367.
10¡i . ì'lurirse , iÍÈal-anoed- atrcl .tnt:øf¿nced Gro';'tlh,'r

¡_ql¿!._fÞfåg¡1 e"n,å Grci;b}: j-n the iiorld. ,Ecgn*o_nl¿, oo-. llarberl-er
a"'ld îEern Tcä:,:r¡rr¿Fr.arvaro- Üaiuersrty eress, l9ór) ,

L-\. 2\:l "

t-l--^rì . Iiurlise ,
:ierrelooed lou.nt:: ie s
l.) 5Ð , trÐ. ð-9 .

lrrobL.en of Ca.prf,al- l¡or:rietion in Und.er-
ffi -yor<, õ: õr¿ uni-"-'er,srEy press,
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D:rod-ucing inóu-stries. lhe funetion of gover.ruren,t shou.l d

be io p::oviCe the social overheail capital ';¡iihi:r uhioh the

balan.ced- ind.uslrial u,nit can aif,ain 1ts full potential-.

Tlre ri ind-i-.¡isi-bilib1'r' end- ítlu.ltipy'i nabu.re of lhe Iarge-sca-]-e

social in-;-esi;nenis, rec,uif'es 'Lhe infraslru-ciu.re of an

eoonoir.¡.r to be l¡r-¡.j-lt un ahead- of d-el¡an'J- and, therefore,

gcvern:ue:n-b interf ere nce 1s iia-rra-ntecl '

Therefore, il is aJoarent that 'bhe 'oalazrced gro';if h

doct:rine ant¡l-ies onl y i.o the direct invesb¡eni ; as liurkse

>c, -!\J_ .

the case for l¡alanoecl grol¡th is ccncerrtecl i.¡itli
e sf al¡l isl'r ing a. ne.tEer n o f nu.iuall--r¡ su-p r¡or''b in¡; j nve st -
rnei:-ts over a rÐn7e cf ind-u-strj-es wid-e e:aou.gh to over-
ooire the frustralion of lsclate,C ad-vance, irl or'Jer
þTecisei-y to crea"te a foywarcl nonenbu-n of grol-tfh.
'lhe part icu.l-a-r f actors thai d-e'bernine the opt iLrr,i:r
patler::r a'i d.iversif ication have to d-o r',¡ith techncl.ogy,
l?hi'slcaL conclit ions ano olher circun.stanoes thab vary
frclrl countr¡r to couniry. Ihere can be nq_stand-arCL
prescrir¡i;ion of unrversal appl,icabil rLy .LZ

In ccr:r par ing 'ì.o se nste in-lLod-anr s bheory to tha'c of

i,iurlise 1f j-s to be noted- tltai bo'bh assu-m.e 1i¡ni'berl suÞplies

of foreign caoital ancl the fcr:nation of a broad-ly based

ilrclu-s-trial cor-aÞlex. Eoth of the:¡ presLtrte an a]-tead-y well
,Jeveloi:e.J infrastructure a.nô existing but unuseC rescurces.

A ilinor d-'ìfferenoe is the a-ssuilption of a surpllrs ,oop-

ulation su.pl¡ly by iiosenstein.-ßod"an artc' a f ixed- su.ppl¡r b;'

12-.
-:urltse , ä. , tt?al anced aiec- u-nl:al anced- Groigth:1 ,

9P. Jii!. , P. 252"



64

'Ju.rlcse" 'ilhe two',.¡:r:iters agree tha'c the ex-ìsLing agrlcul-
iu-ral sec-Lcr iroir.ld hatre to si-rpport bl,e new ind-ustr1al sector
e ither by ei¡oloying its previou.st l, unu.sed resources or
ínoreasing 1ts orod-uctivit¡r anc, trhaúr presu:eabry, the
food.stu.ff s required by the nel.¡ ind_ustrial r,iorLers r,.rou.fd_

exactly bal-ance the de¡rand created_ ar:rong the agtatian
populaiion for flre nel.,r inclustrial good_s,

!ie'vi ng cli scussed the case fcr balancecl groi,,,ith, we

then come to the conclu-sion ihat ii is unrealistic .lo

cons iCer agricultural d.evelo;onent and- inrl-ustr i:af.tzation as

separate or conflictlng. ]lhere is no sin.ple choice bet-
"rr€el1 devel opii:rg elther inc.u.stry or agriculbure; ihe tr,ro

secfors ere in'Lerrelated and. interd_epen-d-ent, Iiaprover¡.ent

in the prod"u-c'ûiv1ty of a.gricurture is oï:e of the rnost

ir¡i:ortant rreans of pron.oting ind.ustriallzation. Ät the
sarne tine, àgricultu.ral 'improveir,ents cayt not go very lay
ui:rless there is industrial d.eveloprnent tr¡ take up the
released naTlpor,¡er and. to provid.e a solicL technicar base for
provision of the equipment and services essential for
r:od-ernizec. agriculture. rn ilre short-run, the reLationship
l¡etween agriculture a:nd. ind.ustry nay be competitive in the
sense that the assistance given by the staie i;o one sector
of the ecorílo:ny rnay l¡e at the expense of the other. .ìlut in
the 1o::rg-ru-n, -vrhich is of prine :-rirr¡ortance, i,rr is co:npler1ei:-

tary. rt has been 'Jenonstratecl in i;he econoinic history of
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laan:l ind-us'b:rj-alized cc¡untr-1 es Ehat iinpror,'e:lent in a"gricu-l-

bure fostered and- aid.ed ihe evolu.Nicn and. grol'rih of

ind-ustry. "{s Eeu-et and Ya.:,'.eJr said.:

'the lead-ing ind.ustriaLized countries r¡f today iiere
or:ice pre.Jon.itrantl¡r agricu-1tu.ra"l-, aY\d eccnonic his-
iories have t::aced- the va"rious l"íays in l'¡hich a
þrosperous and- ex;oand-ing agriculture formeci the basis
for the cu-ruent or su-bsequenl establishinenl and-
errpans ion of t'nantuf actur ing. 1l

If agricu-lture fail s to provid.e food- for groi,ving

ind-us-t,rial and- urban poiru.l-at ions, thetr uu-ch-neeclecl capi|al

will have to be spent on inport ing food.stlr.f f s and- cÌevelop-

nent';,ril 1 be retarcled-. Conversely, if ag::icr-rllu-re can

inorease its prod-r-rction for export of orlnary raïi nateria]s

then nore foreign e.=rchange is avaíLab1e to aid- clevelopr'rent

of the r,¡hol-e econorlly' l\ nore ÐTosperous agricultural

sector is also needed to prorrid-e a warket for the proCucts

of the ne,.,'r ind-u.str1es, ,/it the mo.nent the poveriy of

agricultu-rists, d-ue t.¡ lol''¡ prod-ucb1viiy, ancÌ iherefore the

s:lall ness of the avai-lable marleet for iaanu-factured- good-s

is probabl;r the greatest hind.rance to d-eveloptii.enf . Any

iinproverLent 1n agrlcultural productivity should- act Ð.s a

s'Lirnufus to ind.ustrial d.eveJ..opment.

13_--P.I. Èauer
d.eveloped Cou-ntries

and- E.S. Yau.ey, Thg Jcononics o_tl Und.er-
(lTert Tork; Oxford- Universi|y Press,

r^/A\ - ^^r'J_7)YJ t u. .))"
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'..i 
. 'í . ãio stoi'¡ , in d is cus s ing Lhe pre co ncl it io ns f or

indu-sirial rzatj.on, stresses the role of a.gticu]ture a.s a

su'o,ol ier of food. and. i:iaterial-s, a na::l<et for ind-u-strial

Þrod.uots, end a.s a sou.rce of saving for the ind-u.strial
1 )r'sector.-' '-lhis lnporta;rt rol-e of agt icl-'.1-iure is further

illu-strated" by the fol]or,,ring passage fro¡i a treatise by

the iJä Departøent of Eco:nornic anC Socia-ì ¡,ffairs:

The d-evelopilent of agricu,lture, sirnulfaneously wlth
if not in ad-vance of , nanufaoturlng is need.ecl to
acl:ierre steacly economic progress a:r.d a.void. stru.ctural
clisequlllbria ",uhich r.aay Laíer be the sot'r-rce of hard-
ship. Over-rapid- and- unbalanced. growth of the ind-us-
trial sector, line,coönpanieo. by conplenentary changes
in the agricu'l tu"ral- seoNor, flâÍ give rise No phe-noir.ena

'¡hich in lhe long rurl are likely to retarcl econo¡nic
d-eveloprn.eni --l¡al-ance of payilent s d if f icult ie s ,
infl-ation, exoessirre urbanization, the d-isruption of
accepted. soci.al paiterns. r)

ilos'ûow a-rry-es 'bhat rising real inco¡res 1n agricul-

tu-re , rooted- in increased- itrod-uct ivit;,r , can act as a'n

iä:lportant st'i¡rul-us to ner,¡ ¡¡odern ind.ustriaf sectors.

if ssentially the sârle e"rgunent rras r:e,d.e by Bukharln du-ring

the ind-ustri.al-Lzatìon d.ebates in the Soviet Union d.uring

bhe l!20rs. tie argued- that improvlng the peasant econoiny

-ì lL-t^.,t o ,io Ë.ost,oli', T.he Sbages- gI ¿_ggnomic Gror,¡th
(:lnglancl: Canbrid-ge UniîãsîtfllreG, 19 f--pp. E:ZU.

r(--'tlnited. l'Jations, Pjroclìss aryI Problens oji Inclu-s-
t"î igr_izatjon 1n Und.erd_e_vel-ope4 Co_i¿gggies ( IrTe'r; Yorli :

Depart::r.ent of Sconc¡nic and. Soelal ;\ffa"irs, t955) , p. 3,
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ancl increasi:r¡; the d.enand- for ind-u-strial products coul-d"
11

st irnu.l-ate inclusir ial ad-vance . 
t t' i'he Tha i Gr:vern-r.nei:rt

enrrisages the sarne ,oatiern of econotnic d-evelopltent.

Iience successful- L.aunchi:rg prograrlts of lndustrial-

izaEion d-epe:::ras uÞon ir:rÞroveinents that can be a'Ctained-, fhe

Lac]¡- of i,¡hioh '.,¡ou-lcl be I ikel¡r to jeopardize uire Success

of the new ven'Lu-res. Frorn this i't follows tlnat syste.tratic

i:,rprove::,rent (and- therefore inves|men.t) in agriculture nust

]:e a foreinost task of an und.erd-eveloped. country lii<e

Thailand"" 'lhe a,i::¡t should- be mutual self-.support 'bett'reen

these two sectors of the econoúrJ¡, r"iherebJ¡ agrlculturers

surplu.s populatlon rie.;¡ lce siphoned. off into ind.ustry, as

agriculfLlre, und.er the stinulus of great denand., becoiÍes

nolre efficlent and- inclustry in tu-rn raises lhe market fcr

agr icu-Ltural prod-uct s .

i?urf her, l'r1f h ref erence lo the theory of balanced

d-evelopner.t, it rras the Ï¡iiter lesson learned fron the r,rar

ti;¡e shortage of good-s and. servìces that Thailand. :nnst be

lnd"ustriaLrzed, att least to the poinL of self-suff iciency
j-n a nur¿ber of essential iùerns irr ord-erbo avoid. repe-Lition

li:. --- ".,1 e::and-er lrl ic ,
tgzL:3[- (Canbri-clse

fJ Ô.P9. r-4)"

Ihe,5_oviet i-nd.us_!rial izat ion
: I:Larvard. University Press,rJebate ,

i96õ'[
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of such econor:r1ic hard-ships. fn adCltion", sel f -suff icient
Ceveloi:nent is i iä;oortant f or e co noi¡ ic ind-e pe nd.".". . 17

P.f +qq1*Þ_lç.8 e"4ç1 t3ç ?robl-er¡ of llal-anced Gro-v.,rbh"

Tire a1:r of all devel_opl¡_ent r.lu.st be to ¿;uarantee bhat

tlre u.l il- izal ioli of exist ing resources is d-ireoted tr¡r,rard

'bhe achieveräent of des irecÌ oìr ject ives " levelo jrnent poI icy

shou-ld- therefore be d-ecid-ed ì:y ihe natu.re of the goals and-

ob jecf ives set. Sone su-ch r:b jectives are elirnination of
Lr.ne:l-cloynenf;, growth of per capita i:íLoorile, eLchievement of
ba-la:rce of paynents equ.iJ-ibriurn etc. ::rs al_l_ or nost of
these ob jec'b ives are necessa.ry .to 'bhe d-es ired d_evel_opri:eni ,

i;he criterion for the estab_l_isl,r..'r.ent clf econcmic polioies
lir.u.si be the corli:arative lnportance of the above objectives,
given the strr:.ctu-re and systeiä of values of lire s.oecif io

cot-tLry cl-eali ¡''-ith.

Jr sys1.err of pricrlties within this I ist of d.esired-

objectives, inust be establishecÌ, for as a gen.eral rurfe ilre

resou,rces l.¡hi ch are avail a.ble for d_evelopil.eni ( especially
capital for investnent) are not suff icient for tt'le si¡ili,rlta-
rieou-s alta"imlen-u of a"ll_ of ihe ::rajor goals set.

17
ijition ïuz:¡.ets ancl joseph

Çrorülr : :Èfq*JL, 7 .4tp, ejtll Jaoan (

Jr j.¡ersity Press, T9 55) , p. 65.

J. Spengler,
Dusharr, i:d,C.:

E cononic
Ðuke



Éo

in rhaiL.and prlorlties aye establlshed- within Nhe

frene'*,Iorll of co:lt.Þrehensir¡e d-eVelop.,tent -olans , eytð- cgn-

s'Lltute al essential part of the ilalional- Icolr.o:ilic Develcp-

l,le:n.t Plan"

tt 1s a basic principle of rai-ionaL d-evelopnent

l:ol iol¡ ic en.sl-rre -the iäost effeciive u-se of erisbin,l

l:e soLr-rce s , pa.rr icu-l-arlJr tho se in sho:r'L su.:ply ( e . ij, ,

-\oa-oibal-) . ËIorueve:r, as has been- poini;eC ou'Û l¡y iiiggins:

t'I-b l,¡r:u.1d- be a t¡is'Lalie to choose prloritles fc¡r invest.r,renf

only on the bas is of bhe l-o-r,res i; Þoss ibl e increr¿ental
aQ

oapiial-ou-tpu-t ratioS (ICO"ì = i /Y) ."t' riati'ler' one shou-l-C

¿]r,,¡¿¡rs sel-ecb ihe lnvestnent )'le1ding i,he i:a.riilu-n oulirut

for the minuliun ou-b]a.i¡. Îhe capi'Ì;al -outpu-t rai;io is Llse-

fi-rl i::l i"'r.ea.slr:ring in.vesl:len'c reo,u-i:fenen'bs, bu| iÌ; is sub jeot

r;c far i;o'¡ lrranJr qu-alif j-catiolrs to be u-secl as the sole

criterio¡. i-n i nvesti:.ent clecisions "

I'irsb, it is very cliff ici-r-f i: to rr,easu-re ca'oital-

or-r-b ou.t rai io s accuraiely ; ihe se ra'c io s onl;r be corne rel- 1abl e

if the d-ata has l¡een availabJ-e over a long period-. this

is :aot l-il'iel¡r to be the case in und-erd.evel-oped- cou:ttries,

clue i;o statistlcal Cifíicr"i"l ties in cornÞutitrg boih inr¡est-

r-r-¡.ent ancl ou"'tÞut 
"

rC-L'E€n¡ar,li:r ¡I iggins,,igcnor-råg !.eçfo q49É! : Fleþlellg,
Prlncipl-es and- ?olicies (-Íei'l York; ii.:'i" iiorton ¿ì; Conpa:ay,
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CerLai.nLy the inargin of erïor in the rairos is I a-r3e

enou-g]r ihat the acoltaoy of rleasu-relne:n'L of tjre relalion-
ship belneen ou.ipr-'.b a"nd- irvest:nent is usualJ-y d-ubiours. /\.s

Professor llve::ett {agen has poi::rted- ou-i:

iieasureraent of :tCOË. lcr any ¡5iven coan'Lry irnvo]ves
a'ciainlng conceptu-al-I¡' ctnþaya.bl e r.¡ealth es-biue"tes fo::
ar 'l east 'Li'¡o clifferent claies, incoiire estiilaies for LÌre
sa-rle claies, anc_ ce.1 cv-1a'bing bhe ra-t,io bet';,¡een the
incre¡len.b ìn capital- anJ t}tai in incor:re" -lìre claùes
nris't be fe.r enough apart in t1r¡.e so 'ihaL the probabre
:'æ.rgin of error in the estina.te of canltal and 'income
ai ea"ch clal.e is silal.l relative to ihe increiaent
beti¡ee vr ûhe d-ates. But 1o:rg incoine seri es are'. a-va.-i] abr e
for onl¡r a r.el at ively f eø countr'ì es. i:ieasLrrernents of'ihe aggregate carrilal s'bock of various countries are
even I ess co¡it-i:tLolJ., artd_ are i_ri'L¡Tecise. i¡or ihese reasoïts'bhe nLr.:riber of counbries is snalt ind-eeo- for ¡'¡hich the
ïleoessal:.lr set of esti::rates cë.n be iäad_e r,¡itnoul a
feel in3 iha"t ihe sta'tistical ..,rarg.in of^error present
reiLd-ers bÌre co ircl-u,s ion very d-o u-btf lrl . 19

Seoond-l3' , ihis rat io does not taire into coljs id-era-

iio:a '¿he d"nration of 'bhe investi¡.eni

tj-lee rlu-ring ,;,¡hich invesied capital

stay prod-u.ctive) . 'l'herefore, 'bÌre t

t \ ¿.u. , the l-engtÌr of

counted- u.pon to

iates for a u,nit

U¿L L l.

in.e

be

iL

of equ.ip:nent 'bo becorle obsol-eie is an irrportant factctr.
rf it ryears ou.t in f1ve years and has to be i:e¡'tacecl, it is
natnrally a J-ess prof itable invest¡nent than another uni.b

of equ-i,r:roeni r¡hich (althougir its capitat ou_tput ratio tay
i:e hlgher) can be e?ipectecl to cotrtiLr,u.e 'bo fu-nction for
a:aother t:rentSr years. i¡or instance, the creation cf soela}

'tô*' ii¡icl . , pp, 6LtZ-43.
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o¡¡erheaC. cap:-t,al cr infrastru-ctu-re uil-l- inevitabl y i:rr¡olve

a. very €sreat e:s,oend-i ture of cai¡i'ba-l- o ';'¡ith carsi9aL-ouiput

ra'Cios highest itr a:a;i econorlt'i o systen. ¿u

'I'he .¡:esr-rl ts of sir-ch i:lvest:nents are n.of l.1kel-y i;o

3,ive cìiscer:rib-l-e shorL terrl returns, 'ou'b in fhe L.onEj :ru--.'r

the;r =¡¡j--l-l .rave r-irore Eh.an ofíset the original oost.
-r :r u.nd-erd.ei¡e]-oped- countr ie s the se so c ial c¡verhead-s

are necessar;i io further ind-u-strial- growth, regardless of
-r,he ir e>;ac'c oa"i¡ ij;al-ol,-t out raL i o s ( irhich are u.sua11y h igh) .

iilhe:re is, hot,¡ever , pract' ical-J-y no xu-e¡r to rleasuJe bhe output

of socia.'ì cverhead. (su-ch a"s d.aits and- road-s) l,¡ith airy d-egree

of exacl itucLe 
"

i{s ihe capi'bal-outpnt raiio d-oes not talce into

aocount; -bhe 'influ.ence of su-ch a-d.d-ition.al facfors a.s tirre

d"u-ralion., it can¡.ot be usecl a.s the sole criterion for the

establ-i-sh¡lent of a develoÞment progrelr. i.ïor,¡ever, ilr v¡el¡

c¡f 'bire f aci that ca-pi'caL availa.bi-J-it¡r is of irriire irtnorL-

ance in econo¡iric fle1rsl.6p1r¡ent, ihe ca.pital--ou.tpu-t tario d-c¡es

?ñ-Lu;,assi1¡r ,,¡. Leor:-bief , Stu.d-ies oi 'i;he ,Jtru.gtu'e of
:lËle.ricar¡ :lconoii"y (i{ei¡ Y:c:rl<: Oxford- Universiiy Press, L95j),

tl (l
lJ. -Lt.

fhe sti-:-cl-ies shorr thaL'Lransiror1a.l, io t, cor.rr¡u,raications
a-'rC pi-rb1-ic *iil-ities tenil to have lhe ìrlghest ce.pi'ca1 -
out,oi-'"t ratios; ylext cöiir.e ihe e:itraciive iir.¿ustries-:
a.g,:riorr-lttrr€ r riin'ìng, ancl f ishing--and il:e prccessing of
irin.e::a-'l- prod-u.cts, lncluciiag 1ron. ancl- sieel-; f inal1.y coirie
alj- tire o bher iirC-i-is^Lr ie s incl urf in5 cc¡ astru.ct ion a:rd-
ira-nspor iai ic n. e ç¡rr- i r¡]lent .
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seulie es a- rorr-gh ílu-i.le ra 'f ire :,icsi llrcd-uobiiie zLLccaÛio'r of

-.i- u È.-, L,__t_ uÇ Þ o

-ire''?-'ii.'iz:.:r¡,. oí 1;ltc ;:;¡c:ial ersi't¿-f. ir-ocìucllvib-'¡

r'¡ou--l-.d- set:lre a.s 2. be'Lier cr iter io::t" 'i'ire so c-: ia-ì- r.'rai',: i-:ra,-l

prociu-ciivit¡¡ cf ee,c\ categor:¡ of ilitresi:-reni (ihe crlierio¡.

bl¡..¡hioir resources are al.l.oca-iel- il Ì;he íitc-:-.ner rnost ool':t-

d-u-cive 'cc oigh ¡:rcC-r-r.cLrv1t¡r) :tl'Lst be es'babl-ished- on'ì;he

basis of equil ibriu-lil or ¡Tsha.aoi'¡ pr'ìces,'r a conceÞt

er¡.phas izeC i:;r -i:n i irrber¡,:en in iris br¡o]¡, '¡'I'lle )esi3:r of

Jeveloo:lerLtrr i'¡ho caLl-s ihe¡r rraccou-nt ing ;cr 1ce s . rr lhe pr ice s

r-.lu.st al.so acoount for' al-l Lhe o.irect a:rd- i:rrl-ireci faci;or's

of oos'b and yie1cls. ;is a lta,'cLer rsf f act socia.I r,:argi:na1

prod.uo'b lvii;y is i;he or iberla- pu.b f o::r,.iarcl by iì.r:lJ. ,ia'rtn,2\

;.icccrd-i;rg to thi.s, one sirou.ld- try t<¡ n.a>rìnize 'i,he social

r'l¿-rïinal. procilr-ot ivii;r of ca"püa]l , The cb jecû ive of I;Ìris

c::i';e::ion, is LÌre :ia:çil"rizati.on of ori.i:pu-t Lrc¡ i; just iir f i-e-l-ds

in irhioh ive ere investing but for ihe eco:norly as a "r'¡hole.

-àI'bhough rising'i ndu-sirial d.evelopL:ae:rt an¿ a"gricul-

fural proCuctivi'U¡r oerbainl¡r contribu'i,e, bclth to eaclt

o-blre::, and- (a necessarJ/ c,ersll ¿f'¡r) to overalL. eccnorricr

groiùh , i.t is s I il I e:tbr:e:,reIy ,C. if f ici-ll'b 'bo e stai:l ish ;o:: j-or-

ii ie s . ;rc.¡: i.'rh i-Le bal a:rc ing o f aor icu-ltu-re anð" i n,au-s br ial

Ôf
f -^l^'^ t;ja. j. .'J,lr-lt

i:-..^ --áô.- - ti ...^.-.t- 
^--.'1 --L ! .r.J! Ç,. :.ù t "a u::1å u q]L _'j:

.r- rvest, -etr'; Cr i'le.r'i a-

Jorirnal c f ¡ì co non.ics
i:.1. Jer¡e-1 o¡'¡e,:t

rlal¡ -1 I (-t
t ! e¿., L//)J_e



il-et¡elcl¡,rel1- '.onl_ci seerit. a silr.ole .¡¡Lr._1Ì1 solu-tion, in
rea.1 i.-í;r, 'ühe.r:e i-q z1 -:'a"ys, in a-l I i-incieråer.¡el_oneiL oou:rtr:_es

ûhe i:r:o-Fl .:=r of -l_irriteå resorir:ces, esÐeoia_Lly ca¡rital

resou¡ces. Tf allocaiion cf 'chese resouJces is based- on

flre o:rii;e::icn of ba.-l-ance ib.e¡ ::a..¡ becone so thinry srrread-

Ltaí tl,ey do nc'b reach ihr-¡se cerLain nlni::r,rri revel.s i,¡irich

nu.st 'oe exceecied- in orier rha"r iLlcoile a,nil procì_u_ciivii;y be

ra isec -bo any s igr:Li-f icani d_e3ree . -ì. s o 'ì nger r,/¡r ite s :

'rhe aclvantages of inu-li1ple clevelopnent :rray :la]rej-n'beresbin3 read-ing for econoiiiisf s, bi-rt they are gloo::ry
:iíÌer.is indeed" fcr the u_n-d"erd-evel_oired_ col_:_n,¿ries, the
ini-b ial resou-rces fo:r sirnu-l'Laneous clevelo r¡i,rents oi:ljranlr fronts are genera.l-ly l.ac1:inrr.Z2

'.ìllneref ore , ii; is :-inpo s s ible 'bc¡ avo icl f ornut ai ing

i:ol lcies whicìr encoi-r.rag,e (aú I east in the shor.'c-run) tatner
qrrite clifferent te.tes of devel_opnent in, for e:iar¡F1e,

ag;::lcnltural and in-d-l:-strial seciors. i,lon.eiheless, so,ne

consicleration of baranoe is unavoid-a.ble i:r the sense of
Irthe ninii,lizing of the',^iaste of rrrodu-c'i:ive resol-r:.ces i!øy
resul.ts i''rhen one sector cf ihe econol"cy acts for a.n ÌÌnneoes-

saril¡r long tine as the effective L.iiniting factor (bottle-
:re ol<) o n the groirih of oiher =. "'Lor" 

. 
2 3

DC

,r ":-\.9. .T:Iirshnan, The Strailç.il. o-:[ iconorn!c Develop:-rent(LcnCo:'r: Tale University-pres-", f955) , pl ,ñ--
2i.,,^^-I^-- r /-,^^r^ ^.^^1 ì-r--^-^:.--:rrrsre lr J ' Coale and- iìclga"r ii . lloc¡ver , po {ru-l a'L ro ir

C.routh _?aq ¿cononic Devetocrnerrt in î,oç Incolee õffi]_es-7=i.---=(;:Tei; Jerse¡r; Prinoe'Lcn-Urni\rersity Fre¡s, fg5S);il lf_9.
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Therefore, a1i'oov.gh. ar a f irst e::.antlnation the

pri-nclple of ba-lanced- agricultuvaL anJ ind.ustrial Cevelop-

ileni ',voulcl a pþear quite f eas ible , cl o ser e;iai"rina-b io n will

rer¡ea-l. the d-iff icu-lty of executing it, especlally iri'bhin

thcse cou-ntries T,',ijir.ose ai'n is the launchi:eg, rather ,than

the sLr-sta-ining of econcnic growth" -¿t cho iee is necessary

in any give n clevel o r¡rlent pl air, the na jor ob ject ive of i+hicl:r

is the concentra.ticn of linited- resourrces on those strategic
invesN::ients i,ihich '¡rill remove the restrict ive bottlenecics

of the s itu-a'b io n at hone " -rl co:noti: ist s , ad¡ritt in.g tire ir
cl'ro ice , clirriCe lnto tr¡o g:rot-r.ps r'egarcllng the ir opinion on

the relaii-¡e enÞhasis clue to a"griculNural ancl ind"u-strial

inve stnent . -r. -l . :iahn, Jacob V iner , üoale and iloover are

includ-ecl in the group i,rhich conNends iulnaL efforts io
iir,crease food. sui:ply are of Þriroa.r;r irirportance because of
the high d-enancl and greaù neecl for aclclitiorea-l food_ or

beca.u.se the highest ilarginal social proCucbivit¡r of ca;oitat

I ies in agriculture since agricu.]ture 1s the largest secior
2 )-t.and- e:r,olcys the biggest percentage of pooulation"*' Thus

Coale a,lrd- lioover conclude for Ind_la that t

veri¡ substantial- proguess in that most bacÌlward. parN
of lhe econoi:ly (agricu.lture) rs a ,orerequ.isite to
sl-tccessfu] Ceveloon.eir_*r, of the econonv as a. r¡hol e: a-nd-

2 Lt'
.L:A.IVe.t/

ìi c_o ngnïiJi Çqp-',',r-bh

I eibenstein, Econor¡.ic llaglcl,tar4ness and
( lleiv Yorlr; ;olln ,,.i-ite y ,B 5Z|TTZT
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that if oïÌe secicr linits 'Ehe gror,;th of the olher, ii
is -oore 1- 1kel¡r 'çe Ì¡e a case of a6r icultu-ra-l Ero-:Èh
I lrri'b irr3, .rona.3ricu-liura1 than vice versa.¿)

r,iiihln 'che second grou-p are fou-nd several (such as

;\'lbert ¡Ilrshnan ancl liiggins) vrho, although they acJ<noi"iled-ge

t!',a.i i.t is necessary bo ra'ìse agriculture.l Þrodu-ctivity,

co:lclude tinai cnly by givi:ng iop prioriiy to the ind.us1;rial -
iza.L io"tr- prograrn can -r,his be achieved. iìiggins argues for
thls po s it ion tha'b cu.rlulat ive inprovene nt in agr icu-l tural
procluctivity ca.ir only be achieved- through a pu-bl-ic policy

¡,¡hich is designed- fo nake lab.¡ur comparativel¡r scarce in
agricu]tr-lre b)'simultaneously shifting to a nore mecha:rized

and l"arger-scale agricr-iltu.re, and- encoüraging a ra"pid

inclust:riaLtzaí ion rate. ìihi'ìe acknow-l_ed-ging LLøt this t¡rpe

of poJ-icy d-einand.s heavy investrnent in both seci.¡rs--

inclustrial anù agrìcultural--he also warïLs of the piùfalls
encountered- r,¡hen a cc¡untr]¡ has no agricu.ltural revolulion,
and- lvhen the agricu]tu-ral sector is neglected.. Even so,

iiiggins' position requires a necessarlr enphasis on ind-us-

trializai:ion, for l'¡ithont it, farr¡ mechanization and the

absorption of surplu-s farri laboi-rr iuould- noi occu.r.

l'he i:oinis of viet'r of the tiro groups aye not

opposite, )ret tÌre posiNion of ihe second group seens Írore

þJ_'ùoale ar"d. ;ioo\rer , o Q. gi!. , i¡. f 2C ,
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oÞen to attacir; esÐecial-Ly if ii is intenC.ed to appl-y in

ilre short ru.n econclnic p1-anning of a cou.nfry i'r-ith an

agricul-tv3a1 structure and- a hlgir tate of popul-ation groi+tÌ't

l-iire E.nat of Tirailand-.

'llo be su::e n it is h1gÌel;r inþrobable that any und-er-

d-eveloped- cou-ntry cart afford., af' e.ny stage, to eon.cenfrafe

atl- of its irevestrnents in 'Lhe avea of either a,gricultural

or inclustria.l- der¡el optilent. I'iol¡ever, a shif t of errrphas is

fron ag:ricu-l-tu-ral to in-d-ustrial clevel o pnent on-I¡r 'oecolrres

practicable when the agrlcultuÍal sector has been able to

achieve and- sustain a. relia'ble su.rpli-l.s, or has at L.east

succeected- in red-ucing bhe focd d.ef icii to a rnagn.itud-e l"rhich

e:roand-in6 non-foocl iLright be expecied- to cover in the tleer

fu.ture, .\ report of the secon"d. group of experts on

progrât¡-ning techniques suggests that :

;,Ihile emphaslzing the inportance of ind.u,str¡r,
o e o c,. o, 'ire d-o not intend 'bo in.ply any general priority
for 1ts d-evel-opnent over a"gricnlture or other sectors
of the econoTry. TlTe jrest conllosition of output is
d-eter:¡ inecl by ne.tural re sougce s , the conlpo s i'b ion^of
d-enand, and. tlre cou.ntry' s irad.ing oppo;;;;iti;Á,26'

2(-
'- *united. lrlat io:ns , .Forräu-laf i4e; Iqdustr 1al Jevelop3ell-t

Fqog;rarns, Irbh snecial rsfe-r'-e.nce to, ;iF1a a]rQ th-e lgq ¿asj
(Ba:rgkoir: Icono¡nic Connission. i"or :lsie. e.nd- the Far .Easi n- ^ /- \L')Õt), -o. '1 

"
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..l _L t/i1-1 cononic Devel-o þm,ent Unl i:tited Su-pplies ol !Aþ91¿X.

i,-an¡' und-erd-er,'eloped- ccunf r i e s such as l-nd-one s ia ,

fnd-ia and China aÊe characierizecl by popu-lation pressure.

-ir¡en thou-gh thls cese has not occurued- in Thailand-, hor,,íever,

¡",'ith the higìr rate of populatio:n increase it is worthr,¡leiIe

to stud.y the tleeory of Lelrisr ruod.el-. The purpose of
clevel.oping Le',iist rnod.el- is to shor¡r that if a country has

severe popul-at1on pressure on land, the \ira-jr c,o solve il,lis
probl ern is through the inclus'i;riar sector. i]evelopne:rt in
the inchrstrial secior hel,os to release i\'orkers fron the

a.grlcultura]- sector which is overcrowd-ed. This stud,y rvil.I
proceed at first to tlTe slu-d¡r of the pu:re theory of r_,ei^¿ist

mcd-el , aytd- f ina1.ly to the case of lr.n'l inited. supplies of
labour l',¡ith reference to Thaila"nd..

-Lror id. A. Lei'ris , a ccuntry rrri|h an un)-irrited- st-rpply

of labour is one iuhere:

i:opulation is so large rel_ative to capitaL ancì.
natural resouroes, Lnat there are rarge sectors of the
ecoi:r.onJr where ihe lrarginal pro,åuct1y1ty of la-bour isnegligibl-e, zero, or even :rãgat t.ve "2'7

Jlherefore, the wege in firese sectors is a subsis.bence

i'Iage. The su.pply of unski] L.ed labou.r 1s u_nt l¡11¡-¿ but the

^-'-L r

Su;onl1es of
ed-. ,ìerna:rcl
and ,J inston,

ri. i,er¡is , rr,icono:ri c Developnent with U-nli¡líted
T'abcur, S_rUùies tn ¡qgl1oru-_g le,-rlelgptgêL,
Oku"n [;: ','! . Sichardso:i (i.leiy york: ;:ali, Einehar.b

i-irc. , 19 é2) , Ð. 28L "
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su.pipl-y of 
"1;¡-L.l 

eå labou-r can be -'l".lni{,ed- o-,uing io the
'l i:rite,¡- scoile rs'1 specif j.c i<ind-s of iz=ai:nrng.

Lel'¡is postul-a'bes a d-ual- econon)¡ with the fol-Ioi,;'itrtg-

clta.yt.c'ier i st ics :

L.. i\ su-lls'is'bence sector iribh such a large labou-r

îorce, LYtat Nhe ila"tginal proclu-ctlvity of labou.r is zeto or

negative ( see :i:-gr-rre 2) " f n thls sector, outnu.i per person

is lo¡¡er Lhan in the oaoital-ist sector, because it is nct

frncrified by captial-,

:iherever ihe:re i s ellcess popi-rlaiion, l'Ie .r:rust inf er

inal the rra.:rginal prodr-r.cb is belor,'¡ a\reràge proclu"ct. lf ihe

populaiion expancls, 'Llre ar¡erage level- of coitsu::i.;otion ri;ill

d-rop, beoause the acld.iÌ;ional- lal¡our contribu-tes less tha:n-

the a\rerÐ,ge l'¡orlrer has lcreviou-sl;r contribu.ted- and. -i;he

a-{erage prod-uct per irorker is lo';rerecl.

:'rlhe reLationship ',ih1ch exists beti,reen total prod-uoi

a:rd- boj;a'l po;,:u-l-ab1on is clenonsirated- in :r-'igure 2" The

sl-ope of the vector fron the c)yigi:n to a.ny point on the

clr.rve refl-ects itre a\rera.ge pro,luct per heacL' -Lt reaches

the ilaxi:i:'rr,::'r at :t (liere the angle rrOJ. is largest) and' afLev

this-r:oint it d-eclines r¡iih furbher increase in popu-Ia.ticn.

,.'û I', the na::gina'l ,orod-u-ct beco.,-nes zero (at E the avetage

procìu.ci measured- b]' a.n,Ele B0rri n.ay st 1l-'l be subsì;ant 1a-t ) .

i'he ria.rgrieal .crod-uci r¡ill- becol¡.e negative ancl 'ühe a.verâJe

proou,ct co::tilr-i,r-e lo l¡e red-u,ced- if popr-:-lation inoreases
ì^^-=.-"^l r:
!-rU.'/. U i.1.1 .l: o
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2. ,\ capital sector rri'bh the eïpansion pctentia.l

fo:r creating ne',t capiba"l. (capital- wiclerr.ing) and e:,ri:'l6yin-

rr.ol:e la'boi;.r ou'ü of the prof its 1t gai:ns"

"i,ei us ï1oi,Í el:ar:ir.ine 'bhe rel-ationship L,lhicir e:cists

be'i;-v¡eei1 bhe t-r'Ic seolcrs. lìs ihe capltalist secLor e:ii:a:nd-s,

i'¡or-'llers r,¡ill be drai¡:r frorl tlee subsistence sec'bcr. The

-!.iage rate paid- f or each ad-d it ioual l-abcu.rer eilirl ¡¡ys¿ fro¡r

the subsistence sector is cleterninecl. basically by lhe

ninli::r;ll reo,uire:-leni for subsistence, iuhich na-¡r equ.a-l ii're

e\,reràg)e prod.u-c'b per üan in srt-bsistence agricultu-re. If the

rea_l- l,Jage iit no:nagriclili;ural ind-r-istr;r is noi (al least)

equ-al to the a.arera.Ee proCu-ci ou the la:lcl, ihe peasani farrner

r¡iI-ì- have no inclu-celnenb to leave his farril¡r farn. Jïl orü-.eï

i;o a-tiract the su.rplus labour, Lel,ris su-ggests an. ad-óition-al

iís,åie of soile 30 per ceÌ1'ü i:r "Lhe nana&ricr:-lturral sector.
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?hç pqq-q-çqg oí econo:ric e:rÞansio_ ll. Llhe Lr.se :aad-e c¡f

ca0italis'i; su-rp-Lus is tjre lrcs1; ilci¡or-Lani s ingle elei:reni i::¡

this Ðrocess. rf this surlor us is reinr¡es.bec in ord.er io
creaLe j.1e!{ ca.pi'ca]- , the ca-pita] is.b sector l¡il I becone

la::ge:r', so ina-t a Ereaier nr¿nber of pecore are re:¡ovecr_ frclr
tire slrbs iste lrce se ctor into capi.Lal ist eiilp-l e¡r;ns¡i . Th is in
ttt-rn r:r-a-l.ies bhe su-ror us everal larger, so thaL even .r-rrore

caBilal is for::lerJ- and so the process oontinu.es u_ntil the
absorp't j-on of sLtrÞt i:-s laj:ou.r 1s co¡¡i¡l-eie .28

lurirrg tire f irs.b s.Lagen when ou.bput oer i,ror.ke:: -Ln

the ca-plia"-l is't seo'coz' is hi6her ihan r.'e-6es Ðer worker,
enire'oreneu-rs enjo¡i ¿ su-rptus r,¡hich ihe¡r sa"i/e an¿ i.rrvest.
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-r i¡u-re 3 il*lusirates the Drocess of the l-e,¡ is :loôel ,

:'rherein OS ileÐresents the su-bsisbe:rce earni::rgs, C;i ihe

cur:re:nt real l,rage raie in the caoiial 1st secto:r, .lit the

perfeci--ly elasûic supi:Iy of l.a.ltour, ar\c- i,lDl , i2ì2 etc.,
bhe nargrnal prod.u-ciiviby sched.u.le of labcur. j-lssr-lt:ring

an. iniiial f ixecl aircu¡.nt of capi'bal , and a"ssurn.itrg tbLat

p::of ib vt:,a::i-tt-izaiicn oocu-rs .;¡here the 'úB"rginal proclu-ctivit;'

cf laJ¡our equal s 'i;he cLr.rrent teaL ',r,iage ya-te, -r,hen 1nitially,
the anoulr'b of l-abou,r eraployed- is OL1.

The sur1c-ìu.s fabolrr eerns rrirat it can in the sub-

s iste:rce se c'bor . 'Ihe total 1:rod.uct lrilFLlO i s ooi:lpr lsed_ of
l.J-a.ges (Ol,lPl,r) anci Þrof iis, or the oapitalistrs sur,olus
/ -"-.-- \( Jl':J1 ,l .

The oro oe ss of e:cpan_s J-on- is as f oll-o'¡¡s ; Be j_nve s'b -
ilelr.t of the inltia-l sur,o'lu.s (:ilifr) increases bhe arnouni of
f i;recl oapiiaL , aTtcl 'ç.¡ith tecl'lnological in1:rorreriient , thereby

raising the sohedule of tÌre ne-rginal prod-uciiviiy cf 'labou.r.

io, sâ¡r, ll2D2, and 'bhe ciena:nd for labour to Oi,2. Ihe

e;cj¡alrsio:n conii,lr:-es in this ,,ruy,29

'ilo Le.:.,;'is, prof 1t constiiu_tes the ila jor souffce of
savings, so a"y\ increase in capital isi; prof it is all iniegral_

ancl necessary t:arb of this process. :l:ipansion of the

a-,1 _'LrelâlCi :eier, Lee-d-ing "Lss}eqO;iford U::ivers i'by
i4 Devel opJent

Press, 1-964), p" 86"
. ii. l
ïorlr:' qqqc_¡_1ics (Ìieii
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oapital i-st sectcr resul ls in an i;lcrease in the share cf

prof iLs il the na-tio.a7- i,1col.e; e-'"j- se.rrings anl capita.l

f orrat rcn af so irrcrease a.s e- ,oroport i.¡n of nat ional ì iroc:le ,

]:ecailse arof its a.re ûhe rta jor sou.Tce of sar¡ings. rl.s i,e:,;is

sa i,l :

lhe mcd-el- Sâ-rrs ihat i-f u-'rl. inited su-':pl ies cf labou,!
are a-¡ai--labl e a'E à con.stan.t rea.L ,,,rage, a:"'nci if ar.:¡ pari
rsf orof its 1s rein.vesteC in produ"cci've caÞacil;:v, prof its
a¡C carst-8a.1 îc¡Tt,:,aE io,¡ ':;il-l Lar'o?¡ co:rtlnuousll¡ ref at iveL-,'
f o bhe naL io'oe.1 incoi.ie . JU

'i 
-r n the neo-cl ass icaL :uod-el oar,ital ca'n be createf

olr-Ly b¡r i,riihd-rarNi-ng l:esources fro:,r produoing ocnsuner
11

lcoCsrt',' (lue to sca-rce resorr-rces Ì.',re oan do crìe or the

o'birer) . Su.rpl¡5 labour e,*r|sts in the T,eiçis i.noåe'l , an.J i'ú

is Ðcss1bl.e to creaLe capita"l r,'"iih'¡ut a red.u.ction in lhe

ir:te"1 oui-pui of consu,-irer gooC-s if the rr.'äarginal prcduc-

ii-rrify" i-s zero, and if the crea-tion o:fl oapital can J:e

a"chieved wii;hout the a.cooß,pan.;¡ing withdrai,;al_ of sca.rce I and_s

a-rr.d. cai¡ital frc:n othe:: uses. f iris argu:neirb iinpl ies that

the proC-u.ction of acld-itioyra-l- co-1lsuners goods b.f surplus

Labou-r ,r¡cr-r-l.d requ-ire the ulllization of ad-d-itione.t lairc or
capital- o t,ihereas þrcducL icn cf capital goods, ivourl,C tot,

"a- -l-e r'lis ,

.)l
)L-r- t ^-l. u-LLt. ,

ci!. , p" 294 "

) a)t
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'"lhe buildin¿ c;f rca.d-s r:r- da:'ls ia ancieirL 'Ú j-¡nes rect,ui:rea

onl y I al¡ou:r: anå pr i,-ti'c ive tool s "

Jheref ore , if a coi'rinu.n it-¡r I ack"s ce-p ital , a,n':| if

there e.Te L:.rnu-iil ized- rescu-l'ces avarlable 
"'¡nì 

ch oan be se-'-

to creating c:api-r-a1 , bhis sbep snoul c' be i¿ren er/en f hou-gh

it rreans Lha.i r:iÕl1eJ,¡ ir.usi be oreated. bo '1e.c).1 ita.te f he

f j"r¿.1 61 i11;;. :lf ao-*--¡¡ c'','rl rr'¡.re'1'üo lhiS ÐT'JOeSS :i-OeS ¡Ob_v-'u

invo-l .¡e a C.ec:r'ease i'n oLher ou.t oul vlhr.-l.e 'r.he Ì1e1¡,'' cani'la1

rs 'r:eir., crea-teC; and- 'i,,rlirerr, jl begins io l¡e ubil izef, ou""tpl:.t

a¡,d- er4Dl rJ-;'rns¡1¡ r,iill- r'r se ju-si as Lhe¡r -r,íoLll {i if the ca.¡ti-r.a-i

,;¡hi-ch causeC- ihe u-se -ù,rere f inanced- noi; b¡' c:ce,tii oreatiorl,

but,:u"-b of ¡rofits" fhe cilstinctio::r bett'¿een oaoital

f ina-nceC b¡r prof it, and tlna.b f ina:nced- b¡r creili-L is itlbhe

ir-,r¡eåiate effecb oi1 ÐTices a-nC. on ìncone d-isLril¡uticn.,

rar,ner ihan 1n f i:¡al effec'L orr outÞu-t.

ihe ef f e ci on pz'ice . i! r ise 1i:: pr i ce -r'ril-l- o ccu-r

¡heir Nhe surt:lus labou-r is pr-rf fo ca.pital fc¡::nation- f in-

anceil bfr ner,,i r:roríìegr because the auiou:r1t of n.one;.,r increases,

i^rhil-e the cutlrut of const-r:ner good.s reirains constant for the

ti.,re bein,3. llhe f lxeC- anouni of consuller ,goocts i,,rif.I 'oe

distri-bur.ted- -uo the n"ei'¡l:f employecÌ wo.rkers. tlhe cu.i;cut c¡f

cor¡-sL:lîer g<¡o'ås j-s red-ir.ced- in the nec-classica"l rloCel , ani-

iherefo::e lhe ',¡íhol e coni:lu.nity is forced to save. The

ou-fpu.N of consu-r'ler SocCs is .noL reduced- i;r this :lod-el --
-"ir.e::e is e forced- redist.ribution cî incone, i:ut noN forced,

savrngs "
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lhe effecb g_î åiçir_fl4jiig¡ oi :-Jqarrig. lhe ,rrocess

of inf I ai i.¡r:r neeå not con| i¡u-e f r:rever' , ii cr.lìile s to a. e¡1

i,,iren voluntar¡¡ sa'¡i-ngs i:nc:r'ease tc a poitrt a-'c r;hich ihe.¡,-
?2

eciu.a-l- tLle itrf I a"f e'1 'l evel- o.f i:rvest:re ni.)'' !he oa.'pi-ual ists

l¡j-l-1 :et l:acl- the n.e,ri none.r./ usec to f ii:ance capita-l for:-ir*

a--t ion, j-n the re;:r :rou-nj-, in 'l.he forrr ol a, i:rof it -inr:res.se.

'lhu-s ir ¿ r,¡erl¡ shc-ri'birre prof i.'bs, volu,rrfa"rir savi,'lgs and

oant-taL i'o:':raiion can be raiseC to an:i d-esi:reci I evel ,

,:j inoe r;he increa"se in nrof 1'bs i,iil1 gc Lc the ca,oi'balist

cl-ass, the share of real naf ion.al ir:roo:¡.e reoe lved- 'by other

c-l-,a.s se s i'ri l.l. f al I .

ihe effeo_t- of p.qveritient financjli,:." ln this secLion

ï'.re orilrî;" the effect of goverrîrx.ental. i'flatioir-

f iira.noecl oapibal íor¡na'bion.

Jir the f i:csi place, the noney i'¡hich the governl:r.eLrt

spends i,¡ill be regai:ned in the forn .¡f taxes: -bhe Larger

ihe ¿overr:1í3eni;¡s share of narginal incor:es, ihe 'larger ihe

ai:ount it i..til.l rega-in, ani the faster j-ts gain i;he si;raller

ùhe effect on pri*"*.3i Conversely, 1f the g.overnm-ent geis

bact less the price 'l eveL will rise evei:l higher. i+inally

l'Ìo',',iever,.r,lhen i;he ou-üirui of products is increaseC, prices

i"rill fall or oease io rise. lherefore, only r,'rhen a

/'lDÌCt.. ¡ O.

11
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governliien.t has a-ssured i'cself -t'nat a large por.ticr¡ of the
j-ncrease in rro ney incoi.'ie can be r:egain.ed b¡r iL sel f , sieouì_d-

i.i cc n s iåe:r ée f i c it f inanc ing "

:i secon_C point is thab, froln the vier¡point of
capital for¡n.ation the ideal siiuaticn is that in -s,-hich

su.r;,:Ius r'no:t'lej¡ gets into the hand-s cf thcse persons r,rho i,riI_L

reinvest ib productivel¡r. Only one class---r,he ìnd-usirial1s.b

ca.l ss , can Ì¡e d-epend-ed ut¡on to re invest its prof its i:rod_uc-
-1,

t ively,' ' a-nd- even ihis cl ass ,-naJ¡ fail_ , irL sor.e instances ,

io d-o soo ihe effect r'¡hich an infratl'¡n wirl have on

seco:nd-ary ca"pi'Lal forrra'b ion iherefore d_epend-s f irsLr¡r 6 n

ihe size of the ind.u-strial class ancl second_ly on rÀihether

the rna jorit¡r of tlee benef 1t goes io this class. lf a

countryrs incus'brial class is si¡al1., inf] at io;r rril.l_ nerel;r
re sult in spe cul al ion iir, cciclroclit ie s ancl land. , and- 1n the
hoardlng cf foreign e:cchallge.

'llhe f lire-l point to be no'bed- is that of the re1¿tion-
ship between capil;al an,L ou_tput. lf it is íntend-ecl tnat
capibal fori:ration be f inanced. by creation of credit, the
best objecllves are thcse r.,.¡hich yield. a la:rge inco;ne in a

short tine. -ilor exanol.e one i,¡r:ur,l- be ill-advisecl to use

cred.il oreation to f inance ihe bu.ild_ing of a school; rather
ii shou-ld" be u-secl tr: f inance sonethiyrg r"uhich -iroul.d. give a

/ | t i^4 'l .^ a('\-
å-!l;jl' r P' L7 ( o
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cj,Lr-icLrer reiD.T'l\7 a.S. e SoIße agriCU'liU-T'al Þ1.ogran.S SLr-Ch aS

f e::iil izers, 'r.dater suppl ies cr ind.u.strial pla-n.ls, eic.

Tn sulnïari¡, 'chis :lcCel asst-r,fles an unl-illlLeC supply

of ]a.þour in ihe subsistenoe sector in l"rl:rich the .na,Tgrnal

prod"u.ci:-vity of labour is zeTo or negative" l-b rleans that

a ceyiai-n nu-nber of l.abolrrers os-n be renoveci fro¡l the

snbsisience sector r'¡r'Lhout an¡¡ ad-verse effecN On the iote.L

prod-i-r.ci i on in this secto:r.

--lhe a\rera-ge subsistence teaf- incc,¡.e in the agrical-

tutaL sector is given, and- sc also is i;he r'eal !'rege in the

capii:alist seclor, fl is not po-sl3ible, by iieflatio:n or

olher.¡'ise, to reach a ïle1,r eqr-rllil¡riu,ri in r¿hich the

cairi'calisN st-trplus has increa-sed, aE the erípense of eibher

of these. If, therefore, the cap:-taLists begin to finance

c:a-cjLa7. íortnation ou-'L of credit, th.ey lower the share of

others in GliF because a l.arge patt of Nhe increase itr

na,cio:ral inco::re tiil-l go 'bo then in 'Lhe forrl of prof it.
'{ages u.¡oulÖ then be chasin-g irrices continuousl-y bltt for

the faci that, since outpu,t is growing all the tine,

profits can be grot'ting a1.l- the tine tuithout real incorte of

otlrers being red.u.ced- absolutely. i.Ience the part of ihe

i:rvesiment r.'rhich is f inanced. out of cred-if is d"in.inishing,

all- the ti¡e, until equilibriu:n is reached-.

liore invest¡oent iiirirlies more labour drar,¡n froio. bhe

su-bsisbence into the ca.piialisü secior. 'Ihe second- síage
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is cltaractettzeð. b;t hitiher r,JaE)e ra|.es (¡ecause tirere aTe

no liÌore i-rn1i-:riied- supplies of lal¡our; in oLher roiord-s,

su-ppty fi-rnc'bicn of labour becomes l.ess ¡han perfectl-¡i

elas'tio) ; .Ûhe higher rario of capiíal to labour e:äpJ-oyed.

in the capitallst seotor and a total capital- stoc,lc tlnat

accni:r¿lates i,,lil-l ir:lcrease So 'l ong as 'bhe capital:-st sector'

groús. rJu.rinp, this siage r,,¡hen capital catches u-p with the

labourr supply prof its and ivage yales are d.eteriaineC ]:y the

relati.¿e nargina.L prod.uctivities of ihe aggregate stocÌc of

capital ancl labou-r in the capitalisi sector. lis i/lner

sa'i d- :

Fieal TtraÉes d.o no'L stay constan| beyond- this point;
:r-nstead- they rise as capital form¿.tion occLlrs. 'lhus
Nhe share of prof its in 'r,he national i:ncorn.e need. not
continue to increase o and- investr¡e.n'L no longer ßrows
rel-ative 'Lo the national income.i5

Case of Unl1¡nitecl Su-eplies of LaÞaeJ and- lhailand-"

Thailand- is not yei consid.ered. to be over populated.

,iitlr a toial popul-a"tion of l0 nillion an.d. avt ar'ea of

51/-1. , 000 square tciloinetre s , the d-ens ity is 58 persons per

sori-rare kilonetre. The absence of any serious pressure of

population on the lancl is refleciecl in Dhe availability of

e co.írsid-erable am.cu:rt of si-rrplus rice anå agricultural

/.ireTàICL _... I e ier, Lej¿9ine; fjssues
Cxford Unir¡ersity

in Develop¡lent

,il1.ra
! IlU

¡' cononics, ( iler¡ Yoy],¡-: pñsilTç6t0, p. 3(..
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erc'Ooris. r.gricu.ltu;ral procluct icn coulcl be increasecl by

e-:lten.ô1ng Nhe atea of cul't ir¡a-l ion, irrigat ion, ne'¡¡ tech-

:riqu.es of proclu-ct ion, f er.b i l- izers , eLc. l'i ith xlore expor''r'

of agrlcul-tural- llrod-ucts the cou-n"iry cav\ eaTn- more foreign

e:{change, which ii; need-s to f j-nance tire irnport of capiia"l

goocs. l¡ron the point of vieii EnaL lhailand is nof

consid_ered- 'bo be a labour surpl-u-s econoizy, ay\d- thai

agïicu.ltvTà1 production can be increased-, indu-strial_ization

is noi an u.rgent need- a:nd- agricul-ture should- have the firsj.

pr:ioriiy to d-e.relop. ¡!1íl ii::crease in agyicu.lbu-ral produc-

-r,ion, besid-es helping to increase t:ational inco:lle and

earning of fore:-gn ercchange, carl also help to sti::rulate

bhe clevelopnent of the ind-ustrlal secior. If the ind.us-

trial- sector proår-r,ces no food-, its expansion increases the

d-enan{ for foocl , Tàises the price of foc¡d- in terns of

ind-u-strial prod-ucNsn anð- so red-uces prof its to 'bhe ind-us-

Lrral isis. 'l.l'liS 1s one of the senses in l¡¡hich ind-ustrial-

1zat1on is d-epend.ent U-,oon agrlcultural improvenen|; it is

ï1ot prof iNable to prod-uce a gror'ring volllne clf nenufactl]res

Lln.lesS agricu-LVural prod.u"ct ion is Brolfing sfnu-ltanecusly'

'11ris is also wh¡r ind-lrstrial- and- agtavian revólu.Nions e]-'!'rays

go 'Logether, and- 'r;hy eooi':.onies in r¡hlch a-gricr-rltu-re is

s';,ag,na:tE d"o nct sho'¡¡ ind-ustrial- Ôevelopneni.

Althcugh 1t is ver;r reasonable for agricul-ture to

have f irst priorily for d-eve1-op:.rient, |lta.rl-anC should- not
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n.e,gl_ect l:rd.u_str1al developne:rt" rlþat is required- is a

gl:.Jtring agricu-'ltu-ral- sector '¡¡irich câ.,-'i encoD-Ta.ge and- su..oport

tÌre d.evelop::len'b of a viable inCustrlal secior. If su"bstan-

tial_ i::,lprovenen'i.s i:n the prod.uctivity of the agriculiural

se ctoz. are con.s id-ereci cle s iraþle , Iha iland. n-ust ta}<e

adtran|age of the nod.ern capilal-intensive'Lechnologies

availabj-e fcr agricultural prod-uc'Ûion frou 'bhe d.eve'ìo*oeC

:rations of the t¡orld-, Froi¡ Nhe stand-nclnt of Lhe labour

c¡-resNion, the ac]option of these r.od-ern techniqu-es woulcl

resu-l.t 1n. the release of a consiC-erable nuinber of worlters

fro:r iþe agricu.l'Lu.ral sec'Lor. (l,,rhioh aocoun-ts for €i0 per

cei:'L cf Lhe popr-r.1a'Lion) . ln fu-lu-re also there ltill be a

:reed- foy an erpatrd-ing lndustrial secior to absorb a gro'.ting

la.bour force unless 'bhe present þigh raLe of popt-t1.aticn

gror^rth in Thailancl (3 per cent ,ûer annu:rl) is recluceo-.

-incîustr:'aLi..zat lo:r then, t,;hi1e perha;os :rot urgenif¡r

reqr-r-ireô at 'bhis i-oor¡ent, becolles an- iilportant, i:e fact

crucial.., co:nsid-eration in ihe lclng rul1. üol,lever, i l'l view

of the econ.crlic, social ancì- polit ical d.isrupt iotr '¡hi-cn Jras

his'borlcall-y acco'rrpanied- the d.evelopmeni of an- inclus'brial

sec'Lor', there is a need- in a cor-tntry snch as llhailanC" for

llroper recognit lon of t.Lrese facis, r'¡he:n. åevelopl:ren'L pl-ans

aTe conceivecl, i't'ìth i:aitial sieps being ta1ien far in a'lrra::lce

crf the Þh¡rs tc>al con:li'b.nenis assoolated- r¡ith ln.d.usf r -ta1 -

izaiion,
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X e source s ¡;ase .

jcononic þrospects cf a. coLr-irtry can_noi be .qauged-solel¡r bl¡ caiaiogu-in¿; iis irno'.¡n naiu_ra]- resouïces.
î'u.i rescljrces i n 'r,he¡tselr¡es ere valur-eress unless -bhe¡i
hatnontze r+ith a con¡ll ex n.etwcr.k of o'cleer economic and_social fectors.... Jt is certainly '.'irong to clisiniss
the resou.rce (ir:r.c1.urring energy) base as uninporEani;
while not d-eter::r-ìn'inE -r¡hether or not in-du-stry siral]
e:iis'L , it d-oes e:;ert e:n inflnenoe upon the character
ancl intens i'b;r of a.rr]¡ o-evel-o¡i-ie:rt thäi itz-f r¡ccu-r.1

ïhe 'ualu.e of an econolrric resource is aecend-e;:lì; upon

the teri¡s o-î availaÏ:il i'by of the reo.u-isiie co¡¡Þ]-etrleni.ar-¡

factors of Þrod-u-ction, as ivetl. as u-pon ,cire sùren.g.Lìt of the
nari"e-b d.elranrl fo:r' 1i;s proclu.cis. rn otl,ler luord-s, the

1-rh;rsicaj- qualities and- the technical. effic'ier:loy o"î a.

resou-rce are no'í; t he sol..e cr'ìteria of its 'value--rather the
environ:i.en-b of a resou-::ce, coriì.prisect in i:art l:;,r a. netv¡orl,l

of inarlie'b influences, -r¡resent an,c- future, coníers val.u_e

L'-Þor:Ì i l. lìru-s resoLr.roe r,'al-Lr.es are inter-de,cencent , a,ncì- it
is botÌr rnlsl ea"cr-ing and- soi,rel,¡hai ar-b'ìira-r¡r- to irea't r,:ar.bic'.

u-l-ar resoi-lroes, or categories of resources, as bhor_LgÌi tney

'.,';ere 1sol ated. iilat io:rat re sou-rce s are greai'l r¡ inf Ii_ienced-

rilar:r 3 " Ì,ou-nt jo..¡ , Tndu_sir :,aT.izatlon a:nrL Und.er-
derre I c oe d_ C o u-,'r b:r' ie s (

po 120,
T.ond"on: Tiu.tcir j-n.scr:r ": Co, i:ld;1963) ,)
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'l¡J' such f ac-bors a.s the sta.te of i;e oh:'tc.1-og¡r , the po1-'i o i e s

of Ì;lee goveL:nrent and its efíictency, :'i:ethod-s of organtza-

tion o:r prod-u-ct1on a,lrcl lhe genetal or¿ai:"iza.-f ion oí the

scrcie-bi¡; and. rttu-st tirerefore be d-eafN riifh in a co-c¡ri-i.na"ted-

i"tenner, a.n.i 'cheir investlgaticn and- rr-'Lil izat,ion planned for'

loirg-f er:r requJ-re:nents. .rin inÐortanb îacicr d-eterir,inlng

ihe Þossible ra'Ue of g,roirLh of an. econoliy is this L"recessary

stu-C,;r of resources, ancl the establish:.rent of possibilities

before need-s actua.].l;r arise.

llatu::al- resrJu.rces give -lhalla.nd a Latge pote"retial

for agrioultu'sal ancl indus'bria-L prod"uciiorl and their rapid

der,.el opn.en''c 1s an essenb ia"l cond.it io:n for f Ìee achievenent

cf a self-rel.iant ayrcl self -sustained. econoûiy over the ne:cb

tr'ro or tl:ree plan Þer'ì o'1s . i,ioreover , f or bal an.ced_ devel o p-

:¡.en'b i'u is llrecessarJ¡ to assess avarLabilil,ies, reç¡u_ireinen'cs

a:nC. i:ossibiliì.ies in re'l atio:e to eaoìr of ihe pr j"ncioa"l

regio:as r,¡ithin the cou.ntr¡r.

Ihai inclu,sLr¡r, lille agricu'l iu_re , is strirring ilr its
devel-oÞ:len'b a:rcl cl-iversity. fn part this can be aticribnted

io ihe broad base of d-orirestlo raw :rtaterial-s and- rr,anÞower

resoLtTces.

I o ¡ìal,¡ naterials. Thaila.nC is e.n lnporiani i:roducer

of i'¡hlch are

SoEe oi;her

^-----^a --¡j ulJ,uI)/ ,

of nuiierou-s indusirial r'a:,¡ Laaterial s, soïjie

cur.i:entl ¡r ex-i:o:rted in oo:rsiclerabl e volu_erl.

iirausirial :laterials r iltoT.Í in n.ore 't iL,r.ii;ecl
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lla:rt icu.larl y agricu.l'bure and- forest proClr.cts , cou-l.d be

proclti.ced- read il)r as f he incent ive f or a-n increased- Cenancl

ci-evel o ped. l'¡rthin ihe cou.rrNr¡r. üonversely , hor..rever , sotle

rar:¡ :-¡.aleyia1 s of i:npo:r'tance i::r iir -u-s'¿ria1 d-eveloprilent,

partricu-1arJ",y in i;he f ie-L¿ of netals an.J_ ir.ine:r.a1.s, ha"ve so

îar noi been foi-r-nd iir ÎÌrall.and- a:i¿ tllu-si be inircrieC.

:\g:ricn]iural proclucts of inlerest which are ¿sN¡r.¿l'ly

ar poie-ntia-1-1¡r available in volu-:-re for industrial process-

i;:¿j inclu-Ce ru-bl¡er; o j-l.seed.-q of itany lcind-s for both ecLi'ol_e

anc inchrs,uri-ar oil s, rrurnerou-s f ibres ii-rcluding jube, kenaf ,

cotton, a:nd ka,i:oki coTT\, iapioca, sugar-ca-\e and- a g,reaí

variety of :flruits and- vegeLables in la-rge '¡olu:re.
'.lhe Grt-lf of ihailand- and. the lnCian Ocean offer

f ishing gror,rncls bo'uh of ,¡hich na.y h.a.ve a potential for
fu.rther e:tpl.o::ation and- developnen't, particularly through

tire use of larger. boats anil_ t:Lore adeqlr-aie eo,uip:lent, gear

a:::ci teoh:n.-Lcal faoll.ities no-rr,,graclu-a11-'r coiring into use in
ileeo sea f ishinE. ilecau_se of i'bs .grea'i; size ancl ua"ny

varieties of f ish, the Ind.lan Ocean unôoubteclly offers
greaier poi;eni ial in 'bhís re spe ct . TraC it ional- in-shore
:letÌ-ro.l-s are u.secl fc¡r the,:irost part in the Gulf of rhaita.nd,

ancl ihese are barel¡i able to sa-L1sfy 'ühe nalionrs Corles.tic

:]vçU!) û

Tt, is estir¡atecl thal forests cover or,rer 50 per cen-t

of tlre erea cf ihai-ì-a:.rå, e.itd- forest prccl-uots have .l¡een of



cong icìerabl-e r r-tOOrta:rce :-n ihe e ccl:loillJ/ . 'Ihe cOuLnLr;i is

sel-f -suff i clelb ir 'Ûhe proclr-r-c'b j-on cf l-ulrl¡e:f an'å e;cÞcrts

cotlÍs id.e::a-Ol-e cina.ni ii; ie s rhereof , the :no st i ¡rporta.nL type

be1:rg 'ieak, 'ilhere aTe Vari'¡us o-Lher lla-rd. a-:rcl- soft 'i'lood-s,

bairlroo , o."t1ð. ta-t'tan, i:n su.bstantial qua-rLtities, tÌ'toulgir ofte:n

.¡id.e'l Jr sca'i:tered.. Cvercu-tt 1;rg -'+ithou"t ref ore sf;ai i on alrC

ctlrer '.¡astefu-l- oraciices have red.uoecl avarLa.lni.e supplies'

J-n SO,ne a1'eAs , hoi,fevef , CO:nSerVAt iOn þfOgfAilÌteS Of tìre

gicvern:lent are r1of,'r iir progïess -for tlre þuJ"cose of oorrecting

this sj--Luaiion a:rd Cevelopi:::¡,5 forest reso'u-LceS. rucll lrro-

grarilre s , ilclucliug sþec if io planiat iq¡¡ pl-an1, ing of Sone

species shou.lcl prov-id-e,¡¡ood-, pu.lO Lraierial ancl cLher forest

procl-rr-ct s f or pr¡tel:rt ial ind-ustr ial- u.se s .

2. ïlrll+.[ lq.scuJ- e*8. r:u-lla'i:Ì resol:Lrces ave one of ihe

cl:Lio:-a11;'"i¡:ir:orua:nt factors in bhe process of econorLic

clevelop.rlent, for in the fina.l analysis, the suceess cr

fai-|ure of a clevelon:ne;rt prograln hi:ages on the availabil.rf;'

of the peopl-e '.,¡ho pl-anr pelceive and- exeoli-te investnent

d-e c rs io vts .

'llhe hunan fac'bc::' is very i¡:rportan'c i-n tha'D i't j-s

necessary üo co:::p1e:rren'b tLre si-rppl¡r of caoital " :e.pital '

oílen eall-eC -Lhe l"'ley tr: Cevelo'¡:,ren-Ú for un¿eråevelcpea

coLr-nt'ilies, cannoi rtself c.reaie d-evel-op::retit, but :r:ust be

¡;u.icied- by hu-rans. '.tlhe slr.Ocess oí a ccan'bry in ind-u.si;rial--

izi-ng Cepe,rd-s io a lerge e:l'uent uÞon i-bs hu*i''ia.líl resources
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.,s }t'ofessor lJ-z2ets

.i're ]]lajCr capiba].. sboo]l oí en .ìnd-u'siri.al1"¡' a-d'rre-nr:e.l
ñ,-,--, +-..-r i 3 ì.lo-'r. fj;S ê1;rst-oel- eqrr-1pr"eltt; i-b is bhe bcly
uJ u._ .:,J r ,) ¿- -

cflll':',:l-ei;e?"'?''sse:lfilor';esfei'ii-::C'in3'arrål-re
c',Ðàarty aãa trainirrg of r;.ire populablon tc Lr-se l-hj-s
ll.:o:;l-ed.;e cf f e ci rve l-t¡ ' ''

,\ 1a::'ge suppl-)¡ of f o'¡-cosl l-aborr is cr'le of the

p:r'i:--i.e re soLr-rce s r¡f inCu-s Ûry i-:r iha iland. lr-oac{'l-;r spea'lli:r! 
'

fabour is one cf the najor''aarLs of ihe'loia.L cost of

pro,luobron in luin¡r b.i:a:rc;hes of inårr-s'c::ies. r'he;'¡id-e dif-

íer:enoes i n l;l:re 1'¡age raies crelrail ing 1n 'ihail-and- ( see

_labte I;r) a.ncl- in Soi:le cleveloped- countries iras p.r:ese:rted ai¡

oppc:rl;r-:.nr.by to obt¿:.in suf f ic ieni savin; in -l abour co st so

e.s';oì:rrngioia]-oostofprod-u-oiiond-oi'¡ntoalevel

oo:-raarab-'l-e wi'Úh ad-vanced- countÏ'ies" îhe aa-vanlu-age cf :'rosf

utrcler,leve-l-o l:eC- cou.ntries inciurj-:-ng Jlha"il an{ is the avail -

a.b1-1.1û¡r of lxa:lÌllcl'ier (ír'or¡rr' c is¿ui-se¡- ¡"rre;':pl-o;rnen't anÔ

qar .:n nâl 'r: irrer,ii-.rl cr¡r te r¡'b, ) l:u-t is st ll.L sliOft Of a Sl-cilled-
t-'va.ta 'J -'url

l-abou-:r force. -in ordeï thab ihe 5rrpl:1¡," of slti-]-l-eC l-a'bou'r

ratcires; tne cl-elra.nÔ fo:: ü, the gcvel:nneLrL shoul d- u-nd-er'-t'a'lie

a -DTogranr, io lrro'¡icle ihe recluire'J tÏai-nit:6;' ".otlever'

9Lv

of -l oo:tr.c¡l.ic
1i:,y , l'le¡i Yor:r:
and Ï itd-¡,'.s-ur ral- -
-r--..*-':--! sr.t.t : ) eI:,aTE:-renb/

)o

.)t:; i-:,lo',: -i-U-z'ieE s , 'r-'oi'¡arcis a I'heor¡i
¡''-¡¡r:,r-t-l¡ i1 q 'âÐeT' reaC- a-t Cr:Lll.¡rbie- Univef s'-rILr.:u]:t c¿ :ro.'
I cl(lr. nii-.r=4 lr1- :1'-:-!^-t --^!4111S. PfoceSSeS:./ -)-tr v+vv* "J v !.LULj*l -'3'v L¿ ' ry

ryî*;-ga ¡-r ;'rd-e¡¡lel,'?J9p?ji -ct-'.i1Þ::;-çq -( êI

õî ri,ic.Jno¡:c ã,1¿ ;3'¡crf iif¿ri.,:s, l-955) ' p'
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variou-s sì;eps have been tà1:a.-it by the ¿;overnir.en'l; such as

onenio-rg lan:Ì vocai ional schocls alicl- 'bechr:lical oclleges.

'ilhese scl:rocls trai:r. the ir stlr-Ceats in ",¡a.r"iou.s bra-ncÌtes of

:lecha-:r,ioal t::ac1es such as elecir:_cal., al-ttoir:iecha:rics, a:nd. so

f or bh . -l,n ad-ci it 1o n. ''r.c bhe ¿tovernine nt u.:rderial<ing tra in ing:

Ðilo8:rarls , Tt.a.ny prirrate conpatries also t yaLn 'bheir wcr:kers

r:a the job. 'J-iiing to 'Lhe Le,cir o'î d.aía, o:n1y ihe nu¡¡iber of

¿.rad-uaie sturdenis frcrn. vocaiio:ral- schools can be give::r frol:r

1,9 58 io 7.9 /o2.

SllUD.illT

Year Ceri. if ioate s Gra:nied

L9 58
-I C <C,

1el,Õ
1q6)
r c/-2

l. 
^ 

/t),*1O
L5,2',70
1_',7 ,2L7.
1ü DQ^J-( taaw
1 a 1-r'1
-L ( , ,)-1.-)-

æ
lioUI-ÌCI : i;inis|r¡r ¡f 3du_cation,

Iire p:r'oble:l of Ìrol¡ io incluce these worl<ers to cot-¡e

-bo re ce ive ih e tra ining is not lT ard- " l-i s ¡ acob v lner sa id :

It seens Eo be a con_rnci1 experience that ib is nol
d-iff icult io irain peoole to ne¡¡ r'äethod-s, to the use of
nacirinery, ic lr.er,,i prod-ucts, once ii; is r¡a¿e clear that
acceptarce of 'bhe iral:r!:rg brings substaniial an,1
proirrpt e cono¡ric rei';ard.. J

SJuccb r/ iner , rt',ll'ìe 
,-Ì oonoiilic Jevel-oþr¡enb , 'i Iþe

ioqao- nics of l_el¡e,loplåent , êd" j\.ll. jiganr;aLa and- s-.F " s ir_lgh
Tlie-'.¡ Yorkt**o-õãffiIËrs1ty pres s,"tgójl , p. f l -
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Ihe ob jec-bive of Lrainlng shou,ld. 'oe pcinLecl io a

aayL ì cu-la.r plr.Ll-ilo se . .t.:or'¡ever , i-'l genetal , f lerit¡il- ily

should- be a \r.ey ele,:leni in any sol-uiion which is adLopf ed

lo counierbalance the changea'biIlb¡¡ çrhicn is in-herenl rvhen-

lndltslria"l d.evel-oiln.en.t takes place, anil tlee variet]¡ of

technical and professiona.l o.LLalif ications l'eo,u-ire'J- at each

stage. _the choioe of an und-u,l-y rigid- sclnNion u,iil-f be

i nccnpat ib-l-e r,'¡ith the prod.uct ive caT,aclty and- si"il-l

requlred- by i;he ind.usir;¡ iir 'r,erns of quantity and c¡u-a.lity.

;l second- .ooint, T,'rhich Ì:ras iis orig,in ir:r the conåi-

i ions d-isou-sseÔ abcve co'ncerns the necessity of rna.lniaining

a cl-ose a.nd. ,lirect coordlna'Eion betr'leen '¡n-a'nufacLu.ring and-

traini¡g pïograns So lnai policies can be adapteC. lo the

oons'ta:n-L change in lta:rpofier reqilirenents that are iaking

pl_ace all_ tl-re tiine clu.ring the course of d.evel-oprnent.

it is a_l-so obviou-s Tlta-v training progrei¡,s cf a tech-

nical- nature are noN a substitute for ba.s1c erlucation, -'''rhich

is being pirovid-ed- by a general scþool cÌlryicu]u:'r.' lhose

efluoa'Lional- establishmentsn t'¡fiose plr3ÞoSe is to provid-e the

iri,rof.e population r,¡ith a bro.ad- ed-ucation, ,r'¡il-l- d-o very wel-l

in. nu.r.iu.ring qu-al lties like d-evel-op:lent of certain cond- j--

tions oí thcpght ano_ rnental- attitu-d.e, ad.aptabll ity, and-

a.bilit¡r to aco,Llire ner,f approaches and. technlques a.s the need-

ariseS. 'fhese a-Te l¡asic qual-ifications for the sta"ff oî

:re,:n.¡,r of the ner,'',r ind-u.sLrial branehes.
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i j-gnlf icant ad-,rances have been ua-de , in !-'hail ancl,

i:r tlie f ielfls of eCucaNion, training anc publ io heal|h

i¡hich r¡111 o,oüiribute 'bo the econonic well-being of the

country and- fhe d"evel-op:rent oí her hu-man resou-r'ces. Con-

pul sory edu.cation has 'ceen e:iLend-ed- fro¡l four yea-Ts lo

seven J¡ears. ,School. systerts from the prirrar;r grades to

iiee unir,'ersitl' 1"o."t have been e;rpancled, anC ir,r.pz:oved_ in

the p-l.an., currici-¡-la-, anrJ leaching staff s. iiu.nerous tech-

nioal- and- vooa.trionaL scieools have been establisheC to

prorride 'braining for inclustry"

Therefore, al-though the labclur force in 'lhailand. at

presenf is large1¡r unsii1lled, there is a.n ever-growing

nullber, both in absolu-be a"nd- r:ercentage 'berms, of sirillec
anù iralned r^rorlcers in the f ield- of ind-u.strial crafls"

1i general. in¿ication of prevailing labour yaLes in

ihe .ùang,J'io.li area 1s given in the f olloi,ring tabul ai ion of

ïeÐresentative hor-trly ir-ages raie for worj< in ceriain broad

categories. 'l'he average wage in a nu:r.ber of the better
shcps si-rrveyed- -!ras ac'bually so:ne',',¡haL belol¡ lhe :;rid.-point

of bhe ra"nge sho,¡n in the table"



9ó

Job Categories 'f tcru,r-ì y rLate tLa.rLlie
,-,àl\Ls Ceilts(U. i.)

Gene.ra"l Lal¡ou-r
ri,sse:iibl]r ar-ð. oilter I'r7'tn-c Tasl-'s
S ervi oe ( ,ia-::ehor-r-se llen ' i¡'¡r r

'ilruc.l,r Oneratoi',Janitors , eto " )

',i eld-er s
:|a,c!tlne Tool 0Perators
liain'benance i'iechanic ,i.' irs'b Ül".ass
Fl-unbers
iaroeniers, ijleciri cians

2.5 ro 4.0 L2,j zo 20"4
Z,A r 3.1_:y 10.0 " Ió.8

)"a " 5"0 15,0 " 25"0
1.t,"5 " (.6 22.5 " 33"4
iJ,.O " 8.3 20.0 " L,'!"5
ll.O r¡ 8.0 20"A " 4.0.0
4.Lì 'r 8.0 2L,.0 t' ifQ.0
4.1_ |' 8.J 20.5 " LtL"5

rICTrj : L. ;ja5t = 5 Cents (U. 5. )

SOUã'CrI: 'Unitec States Ope:rat iot.ls ]]'isslon To
T ha ilanCL.

crganrzation of labcu-r uni-ons is conbrary No laivs

cu-r:re:'rtJ-:y in effect in Thaitanc1 and. :no unlons exisb at this

t irne. iil.elat -icns l¡etl¡een eltpl.o¡¡ers and. t'torr'rers have Ee:¡-

era-ì 1-1i 
-been har-llonious an1 l-a-bou-r u¡rest is rare. /! |hai

Cl.or¡er.nin.ent spoiiesl:tan announced- in lllovenber L965 that the

siatus of the Laboulr ELr-reau- of the Fubl-ic lielfare Depart-

ilenì; I'ra-s soon to be raised. to d-epartilenbal ler¡el in view

of ihe fe.nrd1.¡r'ìncreasitrg nutlìrer of wcr"i<ers ilr inrl-u"str¿r.

jrs e Tesul-b of lhis change laJ¡ou-r r'Ij-ll p::obably be accorcled

a greeíer freecLcn of organizaLicn',
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Cna-racLer isi ics of rhai l-':C-ust{J- an4 Lts Fz"obl ei'ils "

Ëroac-J-¡r s¡ea.l¡in-* as o. countr;i develons, the 1:ercerb-

age contribu-i; j-c¡n of ihe ir-rclu-s'Lr1aI sector to gross C-onest ic

i::roC-i;ct should. increase. îhe econor:r]¡ of tÌre cou-ntr¡r shou-ld-

not -r:el-¡r ie6 ¡:Lr-r-ch on the agricu-l'buraL. sector. r,.S ,oopula-

lio:a iiloreases, a J-arge nercen-Lag,e of the peopls r¡ill- be

i:n. 'the a¡;ric,lr-1tu.-cal sec'bor. Since 'bire lancl. cannot l¡e

e>rter:rtecl inC.ef irri'bel;r, lire lnCusiria-I secto.r l'¡i1l har¡e io

\:La! ã:1 i ncr:eas ingl;i 1r'lore iltportant rc¡Ie in absorbing tire

Ero-fiing la.borr.:: force. ihe role of 'Lhe agricr,:-ltlr-ral sec'bo::

rn the eool-lo:¡j¡ l,¡i11. clecl ine as the countr¡r devel_ops" l,hat

this Ìras inileed, oocu-rj:ed- in .lÌiaj_lancl can be seen fro:-n ihe

fo-i-J-oi'¡ing f i-gu-res" Ihe share of the inùustrial- sector4 ir¡.

'-liraila:ad- i.a her gross rlo:¡.esiic prod-uct has i.ncreaseC fror¡

L'l "5E per oent in l-955 io !9.53 per: cent in Lg/c3 (see
-ir^1-I 

^ 
- -J-^rã

-i- 7" ur!- -¡¡ ¡ i-vr:tt 2 ; see al sc F iÊ;ure 5) " ilhe sltare of ltlåtr.u-

facturi-ng alone has not inr:::oved_ d.u_rin.g i;he salre periocl,

havirrg co,r.bribl:.ted- o;:l-y LI.73 per oent of GJF in 196J a-nd,

IL.78 in 1.955 (see Llable ,i, -['cerr 2.I) " lio',..reveï, the indeil

of gro-''ith of rr¿nufa.oburing iras increa-sed- fro¡¡ r.00 tn L955

to 1.70"82 tn L963 (see uable ;iI) . fhus 'Lhe yate of gror,,irlh

Lt __-'Jn':lr-r'slr ial- se ctor are
and quarryi:l¡3 ; nanu,facturi:rg ;
ryD a o',.Ã -"¡al av

L:Ç¿VVL a

Lho se ac b ii¡it ie s i n l:iining
consf ru-ct ion; el.e ctric::-íy ,
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:,¡es abou.t 7.J Per cent ,pe-r

ihe inCi-r-stria--l- sec'Úcr has

L9A . 57 ir¡ 1-) ai " rhi-i s , tìre

]le r â"]-'ì.n1-l-,11 .

l a,^Lw')

a.oYw-n. ihe inde:rl of g::otith of

rncreased. f-rorr l-00 in L955 to

ya|e of groilth :i'as LO " 
( Per oent

l-n coiri:aring the ?à-ve of gro'.'¡th of ioa:rufacbu-ring 1n

,!ItarL.a.n;Ì to sotle o'üher ccu.nbries in ihe sa.ir.e regioie,

îab-]..e 1.lI sholrs Lhat iire ra'be of gror'ith of ':re,nu-faciur-ing

i:n. Thai.land- l'Ias lÕ'.',rer than rn the others'

ln L963, the sìrare af na-nufactu'ring alone io A;ross

cl-c¡nestio rrf'od-uc'b 'r¡as apprc triita'teLy 1-2 pe¡ cen"t (reíer Eo

labl-e .i, -ite,,t. 2"L) , ancl 1:rovicies d-ireoi ei:Lplo¡rrne:nt Lo an

es-bi:-reted- _?"5 per ceni c'í the aotive L.alcc;ur force' ln

L95A there ïr.€ïe onl¡' 29A íactories, br-:.t by L956 itte l¡.u.n.ber

of factories hacL inc::easecl'bo 2,8A5" In l-965 i-i¡ete ì/íere

appro:i.t.r.ratel-,-v l-1-O tl¡-pes of i:rdustries ':¡ith 27 '336 facLories

re¿isberecl. rti1,h ihe :iinis'br¡i of -Lr:rclr-rstry. ; i-tir bhe treniL

of increasing nu.ltbers cf facVories ancì variolls neasüres to

encou"rage itnd_u.stria_l_ developine:nt froll the governmenf ,

therefore, ib can be e,ïpecied- that tl'le share of ile-nu-fac-

turin! a;lC- l-ts gror,Iih Ya.Le shou.lC- co'n.t inu.e to increase irr

ihe future.

lhe general Oha-raoieristj-c-e of l¡cst ino-ustries 1n

ihail-a.nd- a-::e st:ral-l--s cal e ano- coitagle j-n¿u-stries ithich are

-1-arge]-y alroil-l-a:r.f 'bo a,gricu.lti-tre an-d- forestr;i, sr.r-c1'I as rioe

:-trl -L.s , se.\.'! -til-1S, SU-J,âr :.'ri]-'l-s, fTcui: -r¡.il 1s and '..leaving



lc4

t'li:lls. L'her.e àTe 2. fer"I lar¿.e i::låustL:ies 
"'ihj-oþ 

en:rloj¡ irrrJre

f,he.n jO ,.,ro:r,ilers , en¡,e.¡;eð- 1n tl:ie .,^:ani-r-íactnrilng ':f ce:,leli'l'L,

Ít,.)-ireï , OiL=.fe-i;LeS, åLr-ìl:'ur ba¿S ' A-':J- SrJ fOriir. rO,1ìe O'i bÌresC

1lrC.U-SLi:ies e.::e S'Caie-oiineå. ,..o-,'ieVer, ,lleasi;-fed in te1jl.S Of

e itileL: ¡:e.i: so t;rel öT ca-pi.i-aL er::ployecl , the gover.nr"leir.-L I s

share i-n iia:ru,factu.rir:,j p:foper is s:¡.al1- i-n. coii'lþarison i¡iili

';:Ì¡e r>ç,:-retqni.. ':tu.::ibe:r of nrivate esiab-l i shnenis. .iei,ter-r,he-?.L)c4 v J¿- v

l.,e ss , its i nîluence it¡, inC-u-st::y is ciisproport io¡alely

lar8.e . ¿ll irio si 1¡T sr¡1N¿þl ;r lire govern:e:nt sf a'ncis aloln'e in

iire f j-el.d- of Ðub:I. ic u'r; i1 rt ie s " 'L- he se ut i-l 1t ie s b;r thera-

sel-r¡es OOns-bitu-';e e Very Ccnsiderab'l e l,"¡l ,;.:-ne Oí ind-uStrial-

ao'i; iv'it¡r " l:ui the go vernräen'b i s al-so invol veiì- d-i:recf 1;i cr

i:n,lirectly in a -l-arge ì1'wlller of oorr-flercial a.nå oth.er

1r:.;lu str ial enf erpr i-se s .

,Jeveral ,of'o\ril:Ices 1n 'bl-re :::lortli are li:ro'i¡l for bheir

sill;, ieal;. carvings a,:tÔ 'lacc,uer \ilares. -Ln ilre lforf heast,

the.re "-Te sl,-ch ii¡ciu-stries áìs susar ref ining, guTllly bat,

prc¿uciion ar¡d" Sil li natrufac'Luri:rg. SiL"vertvares anci ru.bber'

Ðrocessing i:rd-u-stries aTe fou.nd in lhe South" llro.¡inceS

along -blTe easler,r coast a.Te i-lrainl¡r engaged in Úhe prod-u-c-

IlcL of tapiooa flou.rs, s¡r-gar anC ,cl y-wood. Si¡a1l-sce"Le

arCt co'b'üage itrcì.u-siries -¡hich use ;¡.uch fa.läil-y l-aj¡our e"cc:ou-nt

fo:r abc¡u"i g5 per cent of 'bhe i'¡'ua-J- nuaber of ihe i:¡.ciustriaL.

es'cabl.ishr,rerrts in the cou.nì;r;r" So¡:ie of 1;heir pro'lucfs su.ch

a-s sil lr, sil.vefl{a-re s, l-acqu"eri't-ares and carvi:ng,s e-te



ro<

elrÐoi:-Led- " The se sllal-l- e s1;abl ishnen'L s ar'e ha.nð-icappei

parELcuLarLT¡ -DJ' a -le.c: of nocìern prod-uctiorr p-r:ocesses anc
'f tna.nciaT. facll_i'cies.'i'he Je-oa::'b:-rent,:f lnctästyia-l

ïror.r.oi i.on, r':1'ristry cf -i,-rd-urstr;-, Ìras '¿e'),tpn seve:ral rreas-

u-res io ass ist tirese inclustrles. 'lhese incluce ihe

;o-rovis ioi:i of i tnf c:rnat ic11 and be ch:Lical ai_Lvice . ;+ pla,n to
-crorricie the:i r¡j-'r,jr fit-ran.cia"-l ¿ssistance bhrcu_gh co:n:"¡ercia]_

i¡anl.:s (:ior,<irr¡,1 rn conjunc'b1on r¡ith bjre l,oan Cff ice for
;lnal-I l.nciustry Devel-o pilen',, jJel:a-::t¡le n-i, cf Jiluustria-l
Irrcrr:iei1s¡) Ì'Ies launcheC in i',a::ch L9€11..

.rlhe go-rernnent has increased- i1;s efforts io erlcou-r-

age tlle estal:l-ishnent of neI.'I incrustries and ilre ¡¡lociern-

ize.tj-on of e:listi;rg o;res" .lhis is because the govenora.eni

realizes bile il,li:orta.'nce of 'cÌre i:-rcl-u-sbrial sec'tor which

oa."t cr:ntri-lru-le to i;he Ìlro¿iress cf the natio:r 1ir ihe fu.iure.
-Ìlhe r¡ier'¡s c¡f i;he goverlr.r-ent of the neeci e.¡td adva-nl,a.¡<es cî
inclustrl,e"rize,t iorr :.ra]¡ be suinned- ur: i-;r ihe follor,ling gene::a1

irr :-nc ii:l e s :

1. -l-n crcer rhac eoo.rlo¡r-ric progress :ilesu_lts , tÌrere
r,tu.st e;iisi _l-ooa_1.. industrial nrol-u_ction trhich is abt e .bo

¡leet a variet¡r of r:ieecso .-¡-s r,¡eJ-r., bhe eccnciiry nusi be

ciive:rs if ie1, i n-berrral ¡"t'e.de cl_evelcÞed-, and a bas is f or
solr.e lJeesu-re of eco:ac¡:rric rndependenoe es.ba-blishec.

.:lconoiric ind-ependerî.oe here z'efe:rs to freec-o¡i, froir. ri.Llle

itrer,'ibabl e \Ìagat ie s r:f i_n.teyna-vional pr ice f I uctu_at ions ,



10ó

slrii¡ping l¡oitLe¡Lec-1,s, ì:,cllcpol ist io -cra"c¡ ices, bo-¡'oc-L-Ls,

'lr'l rrn'-.¡iaq a.."- ,.:o,yoir5
JIU V -!J. ¿v U t

2" 1f ilie ec.Jrlo-r..1¡ ií the coLr"n-bi:l¡ is b¿lseC. ic¡o

elaOl-U-e:,-,;e-1,i"' On Ðf irla-f;;. el'IÐOftS ii beoO:'r.eS eiiilleiÌrel-Jr VLì-l neT-

û.ir--l-e in t j-::,tes of crlsis. -ire cl-ecf ine i': rai'l t;"ta-cer iaf s

rlr i oe s t'1.3-:v- be ooi¡e so glleei as 'Lo -¡e 
C" i sa.st::r¡ us '

'). l-nln¡st.¡: Lû.1-ize.l, i o:r ¡li-l l. oa..lr-se Ð- le"ir)-:t te1:it r'ise

i,r trat i onal- i::,oo:re atr.j i'rea1.-tl-1 , ¡:ar't.l;f beca-u-se it i¡iailes

lloSSibl e ihe cofÌVeT'Sir¡:t r;f ra-r¡ nete¡.ral s ilrto coiílsl/.iler enÕ.

jr:rcCu-cell goo'1s" -r-hi-s e:rpan:l-s the ran't::4e of proaluots'

Lr, . In.J_usir 1a,IizaL ir;l ir. ellso i trprove s the oou-nir¡;i I s

ba) ance cf Ðeyr.4e 'at s , b.f procii-r-c i-ng i::l.Pcrt su.bst ltut io n

3r:,rCs . :it tire sar"le t iille soirle of i;he o:ro'i-nc'b s oalr be

ex'i:Orieci- to eer:a :flo:r'ei.1,n e:rcha"n-le. .-'lll:s ba-l.ance of pa".)rller1t

a'rC f ore i¡,,: e:cohent¿e .oo s ii i''l n oan be itproveC , a:nd ilre

e oor'r.oir.!r il1l.l- be ilore s babl. e .

5" -¡-¡rcì.u-sb¡: raj-tza'c ion ¿:.lL,so ¡'e.-'ìses Dire a.verege in"coi-:le

of the popu.l at ion, tirer:eb¡¡ el{pan¿infi the goveri:1.]1enir s

sou.l:oe r:f rel'ei::.ue f rol:l du"t ies an.ai ta:ies.

(. _Lnrluslr:-alr;:a-vion is necessar]¡ r'¡here Lhere is

a" lrigh re.ie cf po,cr-r-l aLion liror,'rLh arÔ iuhe::e cì: sE'"tiseC

):'lanfovd- iLesearch fnsi;iii-;.te, iÌ9 +lfq oi S:tg.Jl-
!j_gq:=g. i,a.nu-facf u:.::irl:j jli .lq-o{oLl+ç .l9ji91gi?i!ej- , p.ire.if,ared. for
rrliêfnã"t¡,c-nar 'ccõpera.l ion :r-d:,rini.stra'b ion ( S üanforcl,
ie,.1 :-îorniaz Jianf orà ilesearcll, i.iovenber, \95'7) , p" Ll-!'t=.
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1.j.:f eti p:L.o-\,rteït el.is L s i-r:i iÌre a-3.r icu-l t-ulra"L. se cto::' , f or i't

tr:fo-Íi.'i.e s l,11e su-r'pl-us ,ooitr,i-l-at ion ",':i ih e;,rp-Lc;rllent a.nC i ¡co¡r:'e .

1.T, rs lîeccSSâ.1î1,r 'toO , ì n i¡rd-er' 1¿hat Sllíl-1s el1,C eliìler ier.ce

-Ce c:r:ea.'Led- b'aa.t:,'jL.l leac, in Lhe Íu-'bu-re, to no:fe tapið'

i;r.o".u"="s r.¡ proi-t.:"ob1vitlr anit Úo an eoono:llr i'¡hicn is r,cre

.L i-U-:lú-LU.

'i " .l'l'lerr 1rsoa.1 ind-r-isi-r:'¡ is deveJ-o oed-, f he countr¡

ri'hi-oh has prcViou-slj¡ dei:en.deC- ì:--Ool-1- foreiEn oou.'iiries, caî.

c'-r,cå 
'1¡:;l 

I ir I il¡eraie i1.se1f f::o:'l restricti-ons iL¡¡osed- on

coll.sL:-r,t,oiion b¡i SLr-ch ba.rc 'ìel:s 'lo 'i;he 1lrÞorb tracie as qr,rcias

znÒ shortage of .Îore i3¡ e:;char",3e "

iìrLr-'t iie :rlu.st iieep in -'ri'r:i thai, alfhou-gh lnCustr'ia] -

Lza"L !o::t i s e co rr.oril ical-l-¡'r f eas ibL.e f or ver'y l arge and

iiiverslfied- courrtries, â" cou"ttÌ;r¡r sL;-ch as i'hail.anC i'¡oulci nci

be abLe io e"i,rai:¡. 'uÌre sâ.rie d-e,3,ree of self -suff iciency buì;

ra-tlre::, r,rolr.l-d- suffer for the ziieitpt. It shou-l.Ô therefore

1irrii i1; s inar-,.sir !a1rza.l iotr to a jl:.d ic ious sele of ion of

inclustries, based- r:n the cou-ntr¡r t s resources, as uell as

narrrets at ho:le and- abroad-.

So.:,e_ cl-r.rrjìn! tr1g¡þ and- prcblsnj;. -Lt is an acce-i:ted.

facú bhai gene:r'al clispi ace,:retrt of agricl:.] tu.ra1 act ivity l¡i'

nonagri.cu'l tu:ral a.ct i-vit;r ¡.s¡.¿l1*¡r acooi:rpail j-es eccl¡.oi:.ic
l_

åe-¡e1oc;rent " as ::re:n'b ionecÌ earl ier. '-[haiiand- is no exceni ion.

|.c,,i g'ur.e'l icheniqr-r-e, lhg i¡o}ndgLt icn an-4 Frr¿ce.ss of
-L:fd-+-s-tqi"+l- DS.tlgl_a_p4e.i& i,ir Fu.gr!q ú_fgg. (¡an'i;i-:-rce: I'u-e:r'to
iEïffiins*BoÐ-trl9tjlT, p" ï



Cha'..Ees in bhe ecc::roiaic siructu-re cf Thail-and, ate ¿rarJ-

ua,r-l.l;¡ eiiergi :r9, " ..Jhe e.'¿r :-cu]'cural- oonfribu.t 1on ì;o groSS

,loinestrc prod-u.c'b Ôeol inecl froi¡. l1'2.00 per cenf in 19 55 io

)5"4ó -cer cert t-t !9(5, ,:rn'ile bhe cor:bined- share of f.nd-us-

-r,T:l (:rining antd ,qua.rrying ; nanuf acturiirg; constru,.ction;

ef eciricii¡r , Z&s an.J r'¡ater) i:ncreased fror,r L'7 " 5'ó per cent

to 19.5j t¡er cenc clurltrg ihe saile perlcd (see I'abre ,i) .

Á1 thor;r-gh ü,anu-facturing is si 11 1 so::äei+]'lat associated "r,¡ith

agricul'bu-re, it harl begun to f r:rn aa ind-ei:enCe-.:rt econc:nic:

base. 'iliri s u-psurge of indusfr¡r stens frcl:¡. tire f aot ihat
lhe gain fro:l ìnrhi.siria-1. pursu.i,cs exceeds -Lìre gain fro:tr

agri-ciilture. ln L959, il'le annual average ìn.coile per i,,rorKer

i:n agr j.cu-l-tu"re î,ias onl ¡r iJ. S. ,,,rL82, r,rhil e in inclr-rstry,

i:nc-l-udir:g :nining, it l,¡a.s about U. S. .,,,,66L."

:rl ihough ihe struclural chang,e and the yaLe of
lnduslr ial- g:ro rv'bh in tire pas L e.Te s i-gn if icaní, solre Þrob-

l-en.s åid e:cisi. 'illte f e.c'E th¿-Lt in lrany bra:rches of ind-us-
'br:f , f iri-.rs are too sn.al I to operate ef f icientl y possess a

na jo:' probler: for' 'ihai industry. There are a fer¡ large-

sca.le factories snch as cene:rt ane sugar, but these still
'îac>e the pro'c-l-ei,rs of technica-"ì- knoi',¡Iedge, nerÍ research and-

ne.''¡ tecnnic,L:-es of produ-ctio:r" 'ilirese proble:rs 1ead. lo the

lo,it effioiency of prcd-uciion an,C- u-n.dul]r high cosb cf
¡rocil,t-ciion. ,i¡ren 'i nCu-siries r'¡hich are ooi:i.parat1vely ïtei,,r ,

f or era".¿rrle Nho se llr.Jduc r nõ .Lrotors , 'b ires and- car asserabt i¡ ,
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âi n - <êT1rê e 'l)'nai :raricei 'r¡ir ioh is l- in ited in s ize ' Tn
uúl/a t re: vv

fa.ci the size of ttaríeÚ is :ro-r. åeLerlrlinecl by nurl'ber of

ihe po1:u.i-ali-on but :ya.ther b1¡ tire plrrchas'ìng l:o:'ie-r of ine

¡eotr-Le' C",1e cg.r::not saJ-r 'bhet ihe ihai larlr'eL is big¿er iha'ir

lhe CanaCla-!t i::e-T!-,ei, even thou.gh tne popula"tic¡n of lhal-

-l-a.nd a,t preser-r"i is 30 ni,l-l-ions oorapared to 20 i:lill1o:r's 1n

ca-ne-ð-a.. I-,o'.r ,ourchasi'ng r¡oi'rey lesulbs in l¡oth a sl;ia.l-.}

forrira.'i; j_on of capibal anc- srlall- inr¡esirrrent. Therefore, the

scloÞe cffered- by the s:.ra.lL narke| for the d-evel<¡or're'ni of

ca.p|iaf. ancl eç6¡¡1ei:tic a|va.nces i¡ Lat¿'e-soal-e produ-ci ion,
,7

is r i:niteC-. / Ico, 'the sl':ortage of esseniial person.nel

( nanager''ìal- a-n.d. ad-mi'nj-si:rative peop1.e, and- trained- clerlcal

r,¡orllers) and- the shortage of capiial- to 'buy erltrensive a:nd

gcccì ne.cltines, has resuliecl in bhe furihering of f-ot"i
Õ
U

1:rod.u.ct ivi.ty.

flne prolole:-ir of the obsoleScence oll insu.ff iciency of

eqltipiieitb is ano-Lher prob]ei¡ " 'lany Thai f iri:'¡s are not

su-ff icient'ly n.ecnanize|, or a.re equipped. r¡rith ol-ci irlachines

rvhich are nOt aS eff icieni aS nei¡ :nOclern OTLeS. ;:'n::ihef

t1/-t . ji . r.cunt jo;¡ , f nå-lLstr raJ.ize,.t loiJ anci Ui!"d-Prdeve]9roed
Cou.irtries (Lond-on; ;:uichinson,!., Co", Ltl"" , L')63), p' 101'

a
iJ ..

A:]f1 a L

Air 3g;¡rntran
L95L, þ" 24,

. rt-o1iï]t joJr , ì?Froblens of Indu-str i-al izat icn:
,rve.-:rn'l e -ir I aclia¡" G eo,qrachi c JoL:.rnal ')ol;lvenir,
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con-itli cai; io:l-s occull J¡eca'u-se those plants l'lirich are noclern

anci -r,¡el_l -ec¡uippeð- are -l-i-lel¡r Eo be hancLicappeci beca-use

they are d-epend-eni u"pcn corli.,oonenis and- ::latetial s r,thich

must cone fro'rt less efíicienl su-ppl-iers (such as gunn;\¡ bag

faotories enrl tne Ðaper rnill-s) "

G iven the se u-¡rf a"rrourable cc¡ncii; io:1s , 'i I i s not su-r-

prisi:rg that l-or,¡ oroÔuctlviiy and- the resu-itant þigh cosis

ancl seIl ing pr i ce s '.uh ici'l ira1le ihe ir proau.cL s unooílìpet i'c ive

chaya.cig¡lze Large segnents 6f ilhai inclu-stry. |he onl-3r

e"tee.s in tuhich i'r, has been C-emonstra't ecL 'YlnL Thai ind'us'bry

is ce.palsLe of p::och-rc1n¿ at coqiþetitive prices are those

branclres of l-n-d-ustry basecL on loca.L tav¡ 'natetial s r.,lhich clo

not reo.uire e:ttensive 'proce ssi:rg or wher¡ [he prod-ucilon is

-!-al¡olr-r in'bensive and- eco.no::qu of prod-ucilon is not tlnab

iliportant " S j-l-il anfl s'ì lverware ind-u.str ie s are exai1pl-e s of

thj-s l-atter .bype.

;¡ror! tho se Ðrobl en.s neni ioned- abor¡e , -Lheref olle ' it

is er,.icient 'EnaE i:¡Cus'brial- c1e.¡eloplnenL has unt i--l- 'bhe

presen''c been rather lit¡i'beO-. It cc¡u-l-d- be ass"aneC t]¡aL the

Ta-ve of fu-rther in.d-ustrial- d-evelopilen'c .,'Iill 'largel-y d-epend-

upon the gove:crlilentts abll-ity io overcorre ihree n.e-in

probleürs:

1. Def lcienci es in po-'.uer, trans¡ottaí ir:n and-

coi:r'iunicat ion.s,
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2 , lhe insu.f f ic iency of d-o¡¡e st ic cair ital .

j, 'lhe shoriage of s]ii 1l-.ecl iechnicians , noderri.

i;eclrniouLes of ,oroduci iovr an,1 liLelrr eÇu.iprrleni , anö- -re"nagerial

personnel- essenNial to prof i'bal¡le opera-Ltion.
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ü:i :lj,r¿l "j.'jC.ji l' riii:Ð.ill lC':J rí'Cjr .ll'-i¿ 4C0''l'f' r -i-'l
J":;V iji.,OP; r,i"l'll O¡ llllrl.l--r.i l

,t:ooa.ar:.ic ,ievelopnel'l'L is a col'r'lÐl eiI ,LJTocoss o int "r¡hich

j¡A-r,1OUS ecOrloiítiC arîC ncneC,C¡Ojl-iC f a.CLOfS haVe tO 'oe g-l,r¡5el ¡,¡

j-"rterircveti in or'1eï tr: achieve its ¡;oa1.s .riz 
" ' i;tcrease ii,'r

peï. ca,pyia :-ncone and, lriSh l eve-l- of ei'1ployrieni. lþ1s

ehapter atier¡ ots bo give soíle general recoirlrûendat ion f or

the I cilg-rr-rn ecrJnoÌili.c d-eve-ìo.o¡:enL of '.f hailanC. -lhe reoolll-

nend.al,ro:r ','¡i-}L, be inaåe undez' 'Lhese head-in¿;s"

f . ievel_on:',tent of i n.frasti:ucture and. soc'ial overhea-cì

cani.iua,.1. "

2 . Devel-op::le n-t in Lhe agr icul iu.rel se ctor .

3 " Oevelopltent in ihe inaustr ial se cior.

Lt , i:e c.¡r,irlendat io ns f or the f inanc i:rg oí e cciroill ic

d.evel,o or¡e:rf .

1. !e*vel.g.o:,:qn-_b cf ii:rfrasirug_iu.rs aïl qqcia-l of¡erhead.

,oapibal. " O:re of the :tain obstac-l es io econolric d-evel-oÞnet'¡f

r:f 'l'hailanci- is ihe iiradequaoy of the infrasbructure and

sooia"-l- overhead- ca.nLLa7. ihere a.te insuff icient r'oacls,

T'aiI s, waier and- atTbrans,ocria-Eio\l, ;oor,'ier, and- good- eluica-

t io n systens , et c. Jevel.op:'lent in tire i:ef rastri-r-ciure and

socia.l- caollal- overheai is ihe base need.ed-, ir:l other word-s

i"t i,s a prer:equisiie for other sec-bo:r's of 'bhe econojtj¡ ic

begin the ir clevelo-oinenL o ¿r s li i,g€i ins saiå ;
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iconoll ic ieverop':reT i cat-rno'L La:ie þl ace r¡ithou"L
cap i-ual. aoou.r¡u-l-at io"n ( i. e . , lnve stnen t tn inf :r'a-sf :ru:c-
'cure aai, sccial- capital overheaC) , the ccnstruction of
lrr:r2.aiion s;rs'LeîS ' bui]-cting ,1a¡¡'s, bri.Jges, )T factor-
ies, shics , a-yjcf- har.bors- -aLt. the 'rprod-uced- ¡1ean-s o-i
further ãrcúu.ot io;r" e-ssoc 1aled L'rii;h hish leve-l-s 3f
oro i-u-ct iv iLi' . r

rhe g-,orrerzllenl nust, Nherefc¡'e, ccllcentrate nore on

ihe j nf rasil:u-c'Lure an.ci sc¡ c i al capi'ca7 overheaC- pro je ct s '

iioreover, invest:neni in ikrese p:ro jects involves a- large

a:¡ouni of fund"s and- ihe d.ireci returns in Lhe short ru"n

àTe ra.t|ey srnal-}. lherefore, these lnvest¡renis are nOL

at'Lra.ci ii¡e io pr ivate enirepreneu-rs. Tet Cevel-opn.e:at in

everJ/ secbor of the econoixy ls reç¡uire'1 a-s a prereo'uisite

cf ecorlo:¡ic cli::la.ie i.e,, various basio facilitles. The

narginal- soclal benefi¡s àTe afso rnuch in excess of narginal
2priva.ie be¡refiLs,'" So E¡'aN it is apt for bl'le govern-inent to

undertake lnvesticer-rt in these pro jects.

Às a, ':1aL-ver cf fact, ,ieveLoprlen.t in the infrastruc-

tu-re a'ncl socia-L cverhead. capital- in lhailanC. has Tece ived"

the l-arÊ,est a:¡.ount of in.-uesinent in bcbh the ¡¡irst a:rd,

Secc¡nd. .l¡ive Year Plans as ill-u-straüed in fable illl].

It¡ e'? ja.r i- lt ^i r3g i i" s
Fr'oble¡rs " and- Pol icles (

-;^ - iÒ<ol o. 204"l ¡\/o , L/ )/ / ,

, f qoqoltic IçJçJ,gp,,t:e.q" .t
iiiei.: Ycr'<: ìj, ri o i,forto;r

9r inqipl "q 
q 

'd: Coltpan¡r,

2';6¡¿lc1 i . I eier, Leaç].r!g lss.ues in leve-L-gpinent
,iconoirilcs (.'le-r¡ Torll; CxfcrC--u-nivéisif¡¡ Fress, L96l+) ,î--rñã**-S_ro '-?"r)o
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i¡r.ri-,: .í.li I

rliiv'lL'JPl,,iì..il ËL-i.i ji.{} JIiJII.Uäis Eï .i,lCfüi
L) 6t--79 66 anci L9 6? -L9?L

i,ill'1 .¡.'ls cf u. ). j,

'iOutic.i : -la.t iona-r- J conr¡i¡ io .Jevelopü€,_rt .¡oarc_ , -iiai ional
t/Q L lle uo,lr11 lliree or' .a.t i<¡tral l co]:]orr ic rJevel c¡i're î,c roâtd- ,iJan,qi';oir-: i'lat i ona-r ¡r con.or:l'ì o llevef opinent Foarcl.', l_9 6?) 

-, 
p . e ,

,labj e :iII_i- sho,;is tltat the to.ba_l ainoul_rt of lnvestlient
i:n the d.eveloping of infrastructu_re anrl social overheacÌ
capital- (transport and- cotrlínlr.nicat ion, coniou-nity facil i i ies ,

lrealth a,nc1 edu-caùion) accouil.is for Zl_y per cent anC 63 pel.
cent of toial in.¿esbirent o-u.ring tÌre f irst plare (Lg6L_6é)

and the se cond plan (Lg 6f -6'l) re s jre ct i_vel¡r ( co-l unns ) ana_

ir.) 
"

't'r'a;rsÞcrt 
'.nc- 

con-rru;:ricaiicns Ìeave received ilhe big_
,gest in./esti;retii in bctir gl,a¡s, jz per ceni and- z? per cent
in fhe f irst a'cl seccnd_ plans r.espect ively. .ihe _".¡riter

î'i:rst I>Lan Second_ Pl ai

:t gr I cu-L ture anC.
Coo-i:erat ive s

1-rrdu"stry at¡d';,iining
î'o i',¡er
Iral,rsÐort a.nd

Coniru-nioet i ons
Co.,r::u-n it¡,i lacIL iL ie s
Lea--'th
-,d.u.cat io ir
[r'naI1o cateci

Tctal

(1) (2
L9 6I-6a, L9 6Lr-á6 19 (.r-66 ì Crá.l a

-L7U-l-LJ
.¡ò t't /ñ .: ,nf õl..Dl'i 70 tlD I' c7

/Õ :ól\1 0/,

30 t_4
/^ a-
)UÜ

)2C 20

1 lt, ),"j4vv L(
Cr'
iJ*¡ I \

243
35 '.ÇLt.û a

I

r(o
6a
íl a\

) )t)
reo

50
llo
/r.íl

L5
(j

:1,
r()IO

9
)+

t_5
6

-t ?

r?
lf.
í)
L)

)

1t_0
205

5L0
2?Õ
-t -

'74
12<

OU

665 27
<2A 21t-'110 +250 l_c

'l iln t:.)-7w I

5ga 100 I .020 100 I ,6C0 100 2,500 100
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e"¿lees r¡-ì iìr -Lh j-s invesi:;¡enf -Decau-se ira-nsporia"i; icn anù coTr-

¡tu_l.lication_ in ,"L.hailarrd- are stil 1 seriousll,r un.JerCevel oi?e,å.

llhe lag of transpo::iaûion and corrrjlunications has led No

re.gional lnegu-a"1-ities and end-an¿ers 'bhe 'colit toal securiNy

cf ihe .,ru-nir.-,r. J

It is a-ì,so in-t e.resting 'bo n.oì;e ihat ihe ai¡ount cf

i:nvestirreni in tr'ansnorta'L ion and oo¡n.::¡u.nicaiions has been

red-uced. fro:a jZ per cent in the firsì; plan'bo 27 -oer c;eni in

the secon-d ;olan, T,',ihile at bhe saite i i¡¡e invest::lent in

ed.u.cation. he.s been increased- froit 8 i¡er c:enl to 10 per cent.

'llhe 'r-r iler s¡-:.-pport s Lh is i:ac:reased inve str¡enf in e,lu.cat ion

becau-se hunan resources are the :eost irnporta:rt facior i:r

econon"ic d-evelopnrenb" l.f the cii:izens of a coi-r-ntry lacit

ed.ucation atrd- traintnT, ner,¡ technlques, necessar}¡ for fu-r-

'cher ad-r,'ance of ecoi:roi¡,ic cievel-oleln.en.t, can not be introCuce.J-.

=r\s i:e1er said:

,jccno¡:'iio gro.r.,rih cloes not on--l-)¡ crepend on the alü.ot;_nt
(or ,¡)ercerßtâEe) of i-nvest:rLent. ,Lt C-epencls on the
chara.cLer and- abi-l ities of the pecple, esÐeciallJ¡ on
tlreir càeacity to lear:r and apol-y irnprorred- i'rebhod.s of
production, anf, cn the nu::rl¡ers and- qual ities of ihelr
ar¡i¡a^-nahâ11Y.ô Lt

'Tirere is evid-er¡ce of coînr:iilnis-r, inf lltratlcn alon-g
f he f rc:ri iei' and- in. sone rer¡.ote a.Teàs i,rhich are 'iar froiii
the govern-nentts control- Cue to the d-iíf roulty in. trans-
portai iorr a:nd- co:¡¡tun1cat ion-.

1!,

l.ie ier , gj2. q it . , lJ o L32 "
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¡:lCucaiion and traini:ng r,¡iIi be lhe Jre¡r to solving

ih:Ls r¡robl-err..

l_i- is al-sc e îact t'ea'c eau',ca.t icn sys'beìits, both
'1:ri-rary anC secoriclar¡,r, ancÌ higher ed-u-cabion in the i)rov-
i-n.ces cu-is:Lc-e the oapital , s'b111_ Lag behind_ i.naí l'riihin the

ca,pi]taL. Feo.ole frou. the Þrovinoes l¡ho ¡:tÐ.âi 'bo learn r¡il I

have io corre to ihe capital " Bu.t tl:e cost of this is

proÌr1l:itive. 'l'herefore, many able peoQle have io drop ou-i;

becaLr-se they canno't, af îorð, ii. The i,vriier y¡ouli. lilee io

recorilrend- 'i;ha'b the go'vernirent shcu.ld- aitenpt to ezpand- bne

eri-rlca"tional s.¡sberrrbo ouier provinoes. Tn part.icu.Ia-r, the

esbab-l ishileirt of 'txore Þïii:r.a3;¡r e.tr¿ seoo-nd-ary schools shou-ld.

be u.nd-e:rta.ken i:r the rir-rar areas i n ord-e_r to prorrid-e a gooct

founclat ion ecl"u-oal; ion. ;1 id.er cisirit¡ut lorr of the berr.ef its

of ed-uoaiic:¡ :¡il I -oror¡1d-e greater oppoz.tunities íor soc'ìal

adva;:rce¡:re nt a-ncl -rlore act ive part io ir:at ion in the nat i on t s

.ievel-op:ilent ef f ort s .

;\f i;hou.o;h ihe shorb-TU_t¡, retu_rn froi:r investrneni is
1nåirec-l;l y proclr;Lct'ive, i. e., reiurns fron. invesbrr:ent infra-
sirnctu.re and- social capital overheac_ are ratlter srnal.I a_nd_

sloi¡. ,t'leverihel.ess the¡r generate a belter c_istribu'L ion of
'bhe benef its of clevelopiient -,çhich ;,rilt. prove rnore benef ioial
fc¡ fhe overall_ econony in the long-run.

2. Del-elo_pment ir:: il:e_ ?.gr lql-il_lr¿I:?l qç qto_I. åfr i*
curliu-re is the larges'L secio:r. i¡i the Thai econor¡Jr absorbing
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abo!,i 80 tler ce'xt of the la'l¡our fcroe (see Tabl e VI-t) a':na

aocour:rting for tþe grea'Lest contribu.-bron tr¡ the GlllP of

'ljraila"ad- (see t'ab-l-e ,a) . ]f is, the:refore, bhe baciibone of

i5e oou:a-b::¡rts eco.ncjry' :iice is tì:e rla jo:r croll of 'lhailaln"'d

enû" à\i preselnt earns l:lolle fo:r'ei¿n ercìràa1e Lnan alßJ¡ oNher

¡ -,¡-.-n -¡-i-u !'iu! v o

:rgricul bure received- d-evel.op:i.reni: funcis seconc. to

transportalion an1- oOrill¡.unica-cion. in l¡oih C-evelopnent p1.ans

pelriod-s ln 'llhaiiarrcl (see 'lable -,iIIl-) ' .luch reina"lns to be

d.o ne iir, agr i cu.l tu.re , ho',.Iever , the f cll-o itilrg e"re general-

reco-lilìnetrCa.biotes -rrhich '¡1iII hel;o bo acoel.erate bhe vaLe of

agrictll'Lr-iral- C-eve-l-oprnernt in Ihail-and-.

a) Trans,oorta;,,n and. cla;n.s ';,lhich provicle ''Iater

sulrp-1-y o:r: flooi- ocl'r.irol- are l¡asio iot a¿:,vicuitural clevel"op-

i:.eni. 'lþe ãj6vern.j¡eÌl'L shoulå es-i;ablish bÌrese facili'uies

r,¡herever thel' ¿¡g ne ce s sârY .

b) its aiscusseil ear-l ier, devel.opnen-L in a.}rj-ouLture

is na::lrrered by the l-acl< <¡f a i'larlçe'b io o-ispose of bhe

f)roC,Lr-ct s , e sÐe c ia.l-l-i,' in the í ield of cash crops ' -lhe

go-"'ern-ilen'b coul-.1 hel p tc d-evelop t-:"e.r.Ee'is by oreaiin¿;

fa"rmet 1s :¡¿riie'bs i:r varicu's region's anð' Þrovlciing trans-

-poriation a-¡C storage facil.1ties if ib is :recesser-v. -Ln

îaci, ihe big rar':';eis j-n the coutrtr,v- -lot agticuliu-ral-

Þroàr-tci S are i:l 'Lire se otors ol,.t s icle 'bhe agr icu.l-tura1 Se ctor ,

I o e . , the inC-usir ial- se cior and- i;e:rt raty se oior i.ih i ci1 are
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co:",-cer.Lia'ie:L itr ihe o it ie s " Jhe::e f ore , vai: i'olzs f ar'ners I

ila::,liet s sncu-lå jo itr -,,r itÌr the cenira"l- fa.r'¡ers I maT,íec 5 i n

the o j-'i; ies. ::re:ice tae cre:la-ncL ancl- suppi-,1t of pl:o¿rr,ots oari.

be a-cl jus-uecj- 'i;o ::e,ich each r:';lrer.

:lï.o ühe-r riLarile t f r:T a¿,T i cr-r.lbu-r.'a"l- proår-r.cts is bhe

e;:r-tor:b "e.r'.:='i-. .r.tite e::Ðt¡rl:':1àl':Lai Ìra.s beerl ¿'"',i,a)Öl sou-ilce

.,'? 1.ri-o i ¡i-r Ct-:.c.i.r:]^,::,€: i ¡ ¡]ra i-lalr,ai " ,i i-ce is in rtreat C,ellanCJ- :J¡U-

1n i;he ernori; ir¡.:r'lret, hor':'ever, the gotre:r.nmetLt sÌroull ,1 hel Þ

'--c f ind- jrta:rLríe-t:: -ío:: sol:ile cther oash ollolls su,cn as :te'ize,

ju-te aa'i. oo'L1;o:r" ,:utcce ss in f ind.i:rg ¡ra.rkets as onbleis íor

ihese cro-os oculcì ]:r1ng forin a-n i:r"c::ease llL :faL:taersr j-ncc¡¡¡e

fc¡: 'uhe fa-¡:t;:,er ca\ |To-;i l.hese orcÐs af'be:.:' -Ûlre rioe se¿l-go'r is

o\¡e f .

.lhe 3ove:r'n:re.ni slic¡¿l-C. a"lso a.na.l¡r56 Lhe d-e¡lani anÔ

sì.r.r¡n-l r¡ c;on.rLit i-o r,^ls r,r, bo bl -l-ooa---l :1a-rliet anC- fore i gn r:u.r1le'Ûs

sc tÌrac farilers oould cl.art crolls i-n cleuarr-.i- a.n"d- ¿ivcicl- over*

p::oo-uction. ir oi;her" areas. i¡a::iire.r:s have a olnr:ice alonit rice

ì.:r-r ô.1¡ ^^f-4-.1 
.r.

JU-v!/ ?.'r-ll \/'Jvvi

o) Tnorea.s1ng y1e.l-c.ì-s of e4ricultura.l pr:oôucLicn oen

be securecl ¡.-/ ner; neihoCs of ljro,i-uobicn ancl the use cf

íert1l izer anri rrocie::n r::achiirery. rls ii-:ai'¿ten in ihe reuor-L

''h-t ç ;..'i --nrrir Of elirlef1,S:

-i-t is cl-ee-r fro:r ihe rece:nt experience of der¡e-l-opee
ocu-:e1.ri-es 'irtaí agrtcuLluJral prod-u,cf lri.il,r ce.c he
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cö ¡s i¿erabl-.-¡ i ncreased, LÎ a i¡oiler'aie ef f orf i s r^racle

Et> ilp:r'.¡ve teohniqu,e a¡'J i:icrease capiial ,)

:lhe besf ''.,2";-¡ i.9 ¡lo iÌr1s 1s vr.a a coirrlu-:nillr -e'¡e--l-op-

,let:-b OÍ'ci,:a..t aac]- i:-e,ionstrai; i'on -ila.-r::-ils " 'lhe go:lern:iei:t siroi-:-l-d-

Lr-se trai leC- a¡-.ricu.1.i;urists bo ed-u-ca.'Ûe an.ð- cre.in the farr:ie:r's

j;o Lì-se fe::i lLiz,er eìr1d- ì1ei',r' techniqu-es of oroCuc''ci-c¡i¡. i'he

f a:::,le.rs r'r :-l-l- accent bl:le se ¡,e :¡ te chn iq u-e s and. f eL:t i]- ize r 3 ìlilr

if -ì-l¡a¡¡ oôâ 'rn¿-'b lle1¡enu_e ff.Or inC::eaSeu. r¡ie1¡lS iS i,f eXCeSS*: u. lv -,t

o.i 'i;ne cosi- oî 'ie:r'Lilize:: atri bhe Le'.'¡ :re'LhcC.s of Þrcåuct j-on..

-r--hereÍ'or'e , ,r-ei-tons'i;-r'at ion fa.r¡'irs ooul.ct p-La¡r an inirortanf rc¡l-e

j-n sesLr i::tfl accep'ta.ilce of these i:rnor¡af ions. Ll .¡ ç1¡s3rt-fâ,t,e

tlre use .;f fe¡:'L:-l-izer the governnent nay establ ish a ferti-L-

lzer .ol-zrni enc, seL l f ertil izer ai a 1o'l¡ ori-ce ic¡ bhe 'îartl.er"

T-î f eri: il-izei: 1s l¡etNe:r obtainecl b¡r 1l:r,oor-ü ing, ihe ,g.or,¡ern-

:¡.ent shoi,rl-d- Ioire:: or rellrJve the cluby on this fertil-.izer iir

r:.r:ci.er th.ai; il coulci be sol.C- l'1ore chea.o1.¡r. 'Io ai:,3raci-e bhe

::ura.l- ag::lcu1i;urist ancL bhe farner, tlre gover:rulenf should

establ.ish :'n.ore a.griourl'üu.ral iraiiring scircols in va-ricus

.reg'ien.s lthe:re bheSr ¿¡s suitabl.e.

d.) One of i;he ::rosi irrportan'b pro-cl e,rs facing lxa.ny

far::i.e.¡:s ìg'blre -l aci< o-í fi,nancial- resoul'ces" .io,r.e farrners

)L':riLed- :la"t ic:ns, j)Tcb]ei.,rs of !gg;þ-r:l i qg.rlqrt ic
?rc jeci:_s:,-liii'it¡ lrcecra-l- ¡e:lerence to .Joonoilig F_la:ruln*q i,e
:.'sia. Aïd. !he_ ilAr ,JaÇt, iieport of the thircl group of e:lperts
o":l Þ.ro qra.'ir¡.ling ûecìrniqu-es (rie'¡¡ Torl'l: Ë cono;n i c Co:ti:tiss io ir
for risia anC the ii'ar iast , L9C'i) , .¡. 30.
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-.¡e.-! .:a...^,..8 -_:) e."lo.f ._.e ';ireif íj(-râ,1 c :f -¡J..J,-i_uotio:: 'c:l C1 eaf i..,

-e-: -ì 
a,1 :t, bLr-.¡i'r.''. '-.aO.lr -.eS, Í',:f b iLiZe¡ )T SeeJ,:i, 1:,:'t ' 2.),, ,l'Ji

be al:] e TÒ Co SrJ o ¡ j_'r: 'i;o 
-L acLl c.Í Oer,r iial. " lhe iro\teT n:le .tb

sÌecu,]-l establish,:irore creåii i¡rst ii;ubi-oirs rlesr gnei io solve

ihese ,Ðïobl-ens . .iu.ch insi ii;ltb i or¡s ooul C be iir the f cr:l of

ag¡ri.cu-ì-.iural cocÐer-e't j-ves, agri-ouJ-ti-:ra.l- c,:reclit cr''r-o¿i'1 ies o:f

a-g:r icul i;lrra-l, balll.is , ih-e se 1ns b ibub io ns shr:r:IrL lrro vid-e ea-slr

ierrrs r,rith e 7.ör'i tate of ini;er'est tc uhe farruers i-n or:ler

i;o encoù-ra"t\e- iher,,r to ¿nlerLaLie invest'':en-b in agricu-l f ural

¿ict ir¡ii ies.

J. Jeve-l-op.-te'nt in ihe lnclusti:ial sec'bc¡r. .lhe

f n.dusbria-L sector i,¡il.l l¡ec;o¡:,:e nore lnno::ta-.r'L for rhe I'ha"i

ecor1.Jt",r,f in 'the fLr-ture, es:lecia-1"_'l_:¡ i'r vier,r' of ühe hi¿h r€¿te

oí popul.ation grot',rth the't 'ihailand is 'faoi,t¡: i?o;r. iire

recoriri:leirclai; io trs gi.ve:n here';¡ill be gerreral and. d.iscusseC-

verl¡ briefl f d-ue t..: tne fact t'na.tr i'nev irifl be rl-iscusseci in

a f-ater chap-cer "

'lhe rnain e:cohas is of inlu s'Lria-]- ôevelc¡ pne:rt i n

I'ha il,a:ncì- shou.l i- be a.l o,rg 1i:ne s rela'Led- -r,'r ith ag.r icr-rl-tuf'e , in

crcler io utllize fhe agricu-itl¡-ral product as ihe ra-til

¡,ra.terial . Jn -bhe oL;her ha"ncL the ag::iou-l-Lu'ra1 sectcr al sc

oan utI1.ize -Lhe i'nd-ustrial orcCu.oN such as fertil-izer,

var'ir:us riraoh-l:tes, ancl 'f ayrt ecluiplne:nf t.nai- cÐ., be u-sed- in the

eericli]f utal prccess " 'lhus bo'bir seoiors sL:.ltr:o:r'i each ciher.
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Jurthe:rt¡rJï'e , eil ohas is shoul d- be pl aced- c n inåus Lrl¡

iulrich isill procJ-uce for i--1.¡or:t substitu.iion rather then îcr

e>CpcyC, j,t ';¡1ll be e ¿tea.'c irisialce if tþe go.,.reT'n:-l.ent

aNì;eiapts fc ear"n irore foreign excÌ:ta".{ie b,'/ e:rpha.sising

ex,lor b 1,lr,j_lrs'Lry " ,lhere are i\Ð"n:f cou-n'br ie s i.ih I ch har¡e

siagbel iheirr ilrdus'trial-izaLicn lonE l¡efore',ilhailand'

'i'herefCr.e, iirese ccç-n-N1' ieS þaVe lrcre e)íperience ' l¡Ore

ad-.¡airced- Nechniques of produ"ct icn- and- irigher pro,lucl ivi'Ly "

Ja.pa:¡ ancl ilong ,r,.ong are e:lanples. I1. lrl-l I be Veri¡ Ciff icu"--l-t

f or 'lhai pro,C-ucbs to co¡tlr¡e Le in the ii:bernal ior:al ¡rarl<.eb.

lhe expr:rt ìi:ld-u.strj¡ shclula be encouraged- only in f ields

Lnai. realll¡ have cosl aclvantages or al-ready have a rep-

ut¿rtion i:n the -.i'rorlcl :-tarket, such as .llhai s j1:1, eüc.

-i-'he govern,ment shoul d- al so proviåe chea-l: electr j-c

jlower alrd- other essenbia]. serlrices, inclu-d-ing the trainin¿-r

of bhe lal¡ou:: force. llhe goveriruent nr-rsi anal-yse the

C-era:rd- for nowero the l<incL of servlces, and the type of

l-abou"r ina-v in;il-l be neerled in the process of 1nd-u-stria.i

C-e¡¡el oprrent in the f r:.Lure . ,lhis t¡1] I avo id- boL'i;L e necks

and help the Cevelcry:ent process ia along oY\ a snooih pa"th.

+ " ile-cenI,e44a-t :-oj?s Lqq I lqancfIg -9-a9.qa-l1r.tg ilevelop-

Igj!.. Jevelo p'lrent a.ccord-ing io the ,crevlous recor,llsenclab ions

--inf.rastructu-re and sc¡cial o¡¡erhead- cap1tal, aETi culfi-i.re,

i::tci.us'Lr;1r--i'¡ill certain-Ly i'nvolve enorrllcus ar¡ount of capital-.

lhe lrigher the rate cf i:rvestrte::¡i the ccuniry can a-Îfcvd,
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tlne þrgher rhe raie of econo:nic g::ollih ';rnich wj-11- be

achie.¡ed_. 'lhe ,c::oblei:l faced- no'i¡ is wher'e to íind- ihe

f i na.nc ia,l re sollrce s .

j;,i;rancial- resource f oy er:orlc:,n.ic de-rel-opinent n":à!

co'.qe f:rOm tir,;o rta- jat Sol-l-rceS ' i. e. , d-olrest ic SOuJceS an1'

e:rter':ral- sou.:f ces .

tqnsq! 1a :so]¡.rq,qq "

a.) Volu.n'b?fl¡ sav-]..ngs. t'he ina jor sou.rce of f tnanciaf-

rescu.rces for econolric d.eveloÞrcent is -¡ol utriary sa"vings in

ihe countrl,¡ . i'lr¡r.,Iever , in ¡l.o si und-erdevel opecl oou'ntr j-e s

i:nolu-d-ing Îhailancl it is d-ou.btfu.l- that a- hig'h enou.gh leve1

of d_o:_¡.estic volu.ntary savings oan serve the 'la-rge alnount of

in.l'estirent neecieO-" l-t is reocgnized- tYøt vcluntary savings

in u-nC.er{eve]or¡ed- con:rtries are rather loi'¡ o'iiing to lol

l-evel s of incor¿e. itlot or¡-lv are vol-untar;1r savings l-o',nl, bul

the¡r have J¡een used- in u.nproductive and- l¡asNeful I'IaL¡s su.ch

as þoarcing of goliL, etc. The higher i:roorne grcu.p whlch

has a. ¡1;:¿[er ratio of incoi¡e u,sual-ly s¡end-s its i:nco¡ne in

lu-;<u-r¡r ¿n¿ oolj'l.spicu.ous consuinption, li'hich l"lurlrse oalls the

'rd-e;n.orlstra.'cion effeci;," i.e., ii; iries to ei¡ulaie fhe

siand-are of ccnsu-irrprion in the ad-van.ceci coun'br i.s.( fol -

v.n'iary savings -"¡i-l-l- aiC g:rowih sigr"if icanily if the hi3her

I evel iitcc¡;-ee grou.os are entrepreneurs l'¡ho usually reir:tves-r,

l.-. . ,:! -- l'Jr'-.i91:1."r.S, Op. C1!_., Þ" rl.ÕI .
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thei":: l:rof:-ts i'rhi-l_e seeking fu-:riher i¡rcfiis. Fut ii is a

-ia.ot 'bh.at in Tha.i_l and anong ilie Ìrigher -ì er¡et- incorle grou.,o

tÌrere is a. si-rall group of -landlord-s ¡,,;ho are nol t li(ell¡ ra

Lr-se fheir saving.s in itore pr.oductive ir,ia]rs ii.: the oountry.

:iINhou-Eh the L.eve'l of savin¿5s is I o'",¡ and scÌrrê are

Lr-npro.i-u.ctivel¡r usec, 'Lhe gclvernnent ilust abteir,oi tc Lrap

ihose savings anc :lobil ize Lheil lnto nore pr.ocuctive uses.

lorunta::¡r savings even thor-rgh they are lor¡¡ ¡:if,ht ioett prove

to l¡e ihe critical nargin in cernitting a Latre-oîî.'7

în r:rd-er zo e\lcou-Ta&e savings a.:acl nobif ize lhen into
Ðro,oer chan-nels, itlprotrereents in ihe f 1na:ncial jnstituiions

an¿ secu-rities i'r.arJre''cs, suclr as savings and- insurance

insLitutions, the creaiion of ret iablo speciarized- crecit
a55e:nc ie s , or banks , or coo'oerat ive , and- so or1 , lvill have lo
be u-nderta.ken. Llhe governnenN nay ia.lte some .cart of Lhose

savings io f inance 1ts pro jects i¡y borror,ring fro:n the

f'lnaracial inst itutions or di::ec.bly fron its cit izens by

sell-ing br::rcs, etc. another l,iay that ilre gover:nrnent cÐ.n

raise its fu:rd-s is by taxation. ijoi¡ever, in using; Laxa"birott

io ra-ise revej:lue the governälent :lust be verlr careful. about

the eff eci of tax on the prirrate ecc¡nolnic a.ctivi'cies. tn
general the tax ¡riu.st not discourage prlvaie investrnents in
bu-siness ivhich i'"¡ill- conirlbr,lte ùo econonic d.evel opneni c¡f

,7
I _._ . _

.: U -LU, ¡
lr rloI 9" l'çJa-¡
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the c-:ouniry. Or:l .ühe othe-r hatrC 'the ta:r shcul'1 be Cesi¿:rec

io e:.coLr.rage jjrir¡aie itr.r¡ssiirr.ent i-n J:u-si:ress r'¡hich is ccn*

siCerecÌ io be,neoessar;i to the nal'ìon. .fê.xes -should- wei-gh

heavilj¡ an f,YLet nzrt of incone -r,-'hich is u-sed. o!'1. unneoessary

or lt-r--qury consi-r¡¡¡:tictr, scciall;r unpro¿urcii.¡e in.-'¡estinenb ot

fore ign e:ccìrel¿e hoarding. -in f i:raaoin¿, the goverrutent ' s

share i-n ecollc¡,ri,ic cleve-l opi:len-t, the governl:ert shou-lcl col:;'r--

lcroroise l¡e'Ll'reen ihe tr,'tro ali-etnal'ì.,'es abcve raíher t'nan

stress one side.

[¡ove]]h¡äeÍ]1, borroi"¡ing frorr Ùhe pr j-vate secio:: Cloes :rot

p-l-a-ce e"s 3:rea-i a bu,rden on the econor,:r]¡ as borroirirtg a-lsraal.

i'lci,leve::, the.qove:cnn"en'b sbil--"]- has a:.n obf i8aiion ûo ,ca;r bac':

bhe .qtoneJ¡ lnolnåing i:ntere s [ . Ln the process of returning

the ¡liolr-ey bhe g.Jvernjren'i rø"¡ borrc¡1,¡ again ot fia._v print .,roïe

nonelr. :Lf the Sorrern|lent has -i:¿cl-r.rrec. a Erea'c airour-rrt of

cebt, i'bs cif izens n:a.y begin io c-lstrnst its abilì_'by bo

reÞaJr a;rci i;nu"s con-bribu-te io 'ì nstabil-i'c.'z i,: -bhe econorrJ/ 
"

-lhe í;over':anaer:r'i; can not Tel.j¡ on 'úa:ring a1one, '1or

genera.lly lor.r le¡¡el s of inoou.e cayl not oro¡lise to ii:crease

the revenLie c:il the govern.nent enough to f inan.ce all tne

goveril:llentIs pro jec-bs" Iheref o.r:e, 'ühe r:ebhoC of gover:rrlepL

f inairce lius'L I ie between the t.¡o a-Liernal:ives of ta":tiir¡; ard-

borrc',ring. Liow ::ruch the i;o./eri:,rrlent shou.IC- borrow and ho-it

:-'il-r-ch ib s¡s1r.:ld- tax d-eirenås clr ihe sbage r¡f econoit.,rc devetop-

:'lenf ancl-'ûhe fi:rancial lnstitu-Lions and. securities r¡a-rllets.



1)(.

b) Tq¡:'oe -g.?._y._fnåg _q{ i:::f}aqlgla{l¡ "i;eefgg. Ihe

¡.overL:i,llen'L rla)¡ f tne'l"c:e e oo n.o::1ic ileVe-1 c¡onent b,.r' er int 1ng ne'/j

¡1onej¡ o-r by bo::ror,iinã frorr the CenN:ral ùank. 'ilhis rlrocess
j-s iirflatio,na-ry -irnen,ce, and i.,ihen p:rices rise nec j:L.e ,,,ii-ì I

lra\.e ro red"uce 'bhe volu;-le of phys'ica--Ì' ccnsu-:l.ption, thu.s
a

creat ini; foroeC- s2r¡i'-r¡s" eqL¡.i v?.Ien'; to 'i;he totat recÌuci icn,

'ilre goverr:lneiri tÌrell can 1ca'lte ihis forcec. savi-ng -to f inanoe

eccnorric; clevelop:rneLrt" .,1'i'bhougÌt bhls lreihod is the eê.sy -,lía.¡{

f or' 'bhe gorrerni:re nt i,o f inan.ce e co.':Loln i o d-evel op:ite nù , Lhe

i,'¡riter l,;ou-l å not reconlaend this :rethod" ;i l_esson can be

-l-earned- frcäl the past erapellience of sorae u,n-derd-evelopeci

cou.::riries su"oh as China, ¡lrgentlna anc| Chi-'ì e 1n i,'¡hi_ch

inf l-a i ion c¡ ocu.r:red- af 'Le:: Lhe S e cr¡nct ir o:.ld_ ';[et .

l-L r:ra.y be tru.e io à certain exteni that :¡od.erate

ilrf-l..atio:l r',n¡r ilrcl-ucq 'ûhe prod-r-r-cer to i¡c¡rk ha-rcler to increase

his ironer¡ irroon.e, even though hi s real incone I evel i,,¡il-l no'¿

have increased. ¡-urtheriûore, increases itr l¿oney arices iraJ¡

inciu-ce tlne proclucer to increase ou.1;put and- sales, and the

g;ove:rnree,:rt .1'nl.¿:,{ secu-re n-ore revenues froi,: i:ncoile anct business
-Lâ"xes. l-lc¡l;ever, if l:rf]ation ccnlir-ues for any leng,r,h of
f iiäe , the st irarr-Ia| ilrg ef f ect ',,¡i'l 

-l uear of f rapicl,f .

-ilhailand- sÌ'lcu.ld. nct at'Leinpi to l-au:ech 1üs cever6¡p-

nent by r:nf lat ione"r¿r i:leihod s. Cnce 1nf lab i on sLa.ris , it

i.l
1.1 iggrns, 9!. qi_q" , p. l-y63"
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Ltsu-a-ì l.y i:end.s 'bo beco¡:ie nore a.nd- i,iore seriou"s anÔ- f lnal fl¡

bec.¡r¡es h;rperinfl a-i;1on. l-n un¿erctevel.opeci coutt'bries,

u-nl j.ke derref opecL cou,,r'Lr ie s , t jre ol¡-teu-t is nore r i¿; id , i::t

othe:: -;¿o::,1-s 'ûl're sunpl-]r si,le is :rather inelastic ciue to taere

ìreing; ,ro e-rtcess ca.pe"clLSr " -l-'herefore, lire el{pal:lsic¡n cf cult-

put can no'l be :¡aCe su.ff icietri to n.eeb tìre Þressu-re oî
a

::'is ing rioner¡ denani-.' LÌnclercieveloped- cou-ntries ate llore

prcne io infl-atio:n than d-evel-oped cou.ntries. Fur'chernore,

it is rr.ore d-iff i-cult to check inflaiior¡ in unclerdevelo,oecL

countries l¡ecause aaniLristrati,¡e and- econoi,lic :nechanis.r-¡.s

required. to ohe c k i:nf lat ion such as f iirano ial- inst iiut io n s

I r'l
a.n:å. seci-r.t:i-bies lp"rkets a.re I ess CLevel-opecl .-" .*'ii'La.r1oin¿ by

ihe lnflat ionar¡,i iilethoci i¡il I resu-l i in less conf iúenoe in

g;ove::n:nenb ltoljtey , d-if f icult;r ii¡. i;he balance a'f internat ional

trarie, spêculaiion and. hoarcl.ing of l-and-, gol.d-, and foreign

excha.:nge, Iacli oil d-orres'Lic saving as '.'¡el} as fo::eig:r

invesi:re:r'b and. ::i.ore capïtal fli:h'{ " ihere is ait ad-verse

ef f ec,t on. Nire peopl s i'rho recei've f ixed inoo¡ne. :il I tne

above aile co ns iclerecl as obstacles 'bo eco noin ic åevelcprtent .

l-t j-s, tÌrerefore, reoo.flinenCecl lhal the gouernl-rent shculd. not

attenp'b to d,se this ileihod i;o f i:n¿rnoe eco:non.ic cLevel onneli "

LI/ü;T i,;ecl llat iovrs , iietholle oil
in u nd-erdevel-o ,oeC Cou-n.tr ie s

ic a"ffiirs,ElÐ"
'1 Ô
-! V'-¡ . ¡ì irlai "

o crle:lL
':i ccncrl.

i.-Jnai:c i:ryI J qo nonic !gye-l-'
( i.l ei.r Torir : Jepart¡rent of

N P. L9,
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::l;lter rral rrì? _tIe*g Ð,

1t apþeers that ill L-ha"ifancì. ¿Ls r¡ell as i-ir iricst c;bhe.r:

unri-er,levelor:e1 c;or-;.rtries , cion.est io sa.vings cann.r:'|, crovice
e nou-¡;-h f ri'¡iC-s 'i;o f i-:rairce all the e co:_'roi;t ic .l.eve-Ì o o:te irt

crc je of s . iheref or-e , ca¡: ilal f ror abrc¡ac- is neeclei, No

succle;,:on-t I.¡eaL capiial," li'creip;n oa;ctta.-l '-".:r ta-le 'r-i-ie

forr,l of f ore igir loa:rs , f ore i_g:,n p:riuaie i nvestlrent en-(: f or,*

ei¡.n a.id, each of ¡',rh j.cn L,¡1r.r be d-iscr,:-ssec- br1ef1_y -¡er oi¡.

a) iloIç {:.: tpglg. i+ore ig,ir I ç¿p s are .Lhe rra jor
external sou-:rcle o:fl r:-ncerc-eve1r:¡:ec cou,n'tries for obbairri:n¿;

capital... Lf sual]-jr fcreign loans iaire ihe fori:r of contract
bet:':een gc-,lern-rieni a:rd f i:nancial irrst iti,r'b ions s-utoh as ihe
'1'n-cerna-l'ìorra"l ,|'an!t for'iieoonstruction anC ileve-l-ooäent c¡r bhe

jtl1erican .'I:ci:cri-1,¡.r.port Eank, oï governnent ano_ gclverl1l---r.s.¡1i.

Ii r¡ust be bcrn-e in iri::rd- lha'L foreign loans ere a bu.r,1e¡_ on
'l;he bc::i:o,¡ing na-tiot_r" lherefore, in obtaini.ng the I oaî,
'ühe ,ãovernirlen''u itust ta-lle into aocount the coulLtryls c-t.irren'b

an,f fliture a.bil.i.t¡r ¡9 reÐa]/ su-ch -loans. Si:nce illberest cljl

foreigrl loans is a f ixed" a-nnu_al_ brr.rc,en on the bal-a-nce of
Þalrrrr.enis , e l/tce ss i ve fc:r'e ign ì:orroi,', inõ :Llay be à ser i ou.s

iranciica.n t.¡ the coun'brj'" ,-,his rs es.tle cially brLr-e in ihe
case of rlraitan-d i,rhioh has r:n_l_-v fou:: :ra jor expc¡r.Ls. rf Lhe

r'¡r¡r'f.d- tlar\ter fo:r ti::ese expo:¡.'bs is unfavoura'ble in an.¡r J¡ear,
a nare serj-oi-rs burd.en on the barance of pa;g:aents r,¡ill resu-l¡.
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-\ ''¡fei.lt -rf i¡¡a.f e l':lVeSi:',re:1L o :JO-_4ei:..'r Ðr.iVaiet-') '.._L*_

ilt¡¡est¡'lent 'i!.Ð)r 'La.l',e 'Lhe fo-rl cf l-ireoi nrivabe i-nvestlre:rt

i:r t,¡hÌoh ,¡ana¡:-erizl. cont::ol 3oe*q alo:r3 '.,1j';h ùhe capi-ie7.,

an,i por'i f r:l j-o i nr.re s'i;nelr-t , in :;¡h i ch ihe i ro rlel¡ is on1 ¡¡ l_e ni

::i i;lrout e-l'c.)_n:)at"l¡ in; c.¡ nt:co-l of the e rrt-:r r:r ise . ::,J rre -üe r. ,

ilrilie cî fÌre-iirst'L)',:e is ta-li.t¡-;ilace ab-LT'ese,:'i. ,._r:iv¿-.t3

invest:reirfs b:r'il-r;. not on-L.v filra"n"clai l:'escur.ces, i.e.,

fore i-gn capii;a-l- , i¡ut rrore i-¡:iporbanNlri, 'rrei'¡ -ûechnol oðI*,

i'rår:-s bz'ial- i isc ipl- ii-'¡e , âd-vancel. :"lane.ge¡¡.eni , arÌ, r'noÕ-ern

rsr¡,a"ltlzat ion" l-'irereír¡:re , Lhis 'ì s arr-i'Le benef ic j¡-l Íor

unc-eri-evr:l.o oe,1 c<¡u-ni;r:ies r.¡l:lere 'citere j-s a l_acil cf iechno_Log;;r

and- .¡e.:naßer ia'l s i<i-r l .

-,t j:as l:ee t. evìde:lt the.; i'r i;he .:ast, :ìireci; f,L:r=i-.,r

¡ri-¡abe iir.vest::.en'[ j n r-;lan]¡ uild-ercie-vef '¡neci cor.rir.-i;::i-es oc-:c;u¿.red-

in e,tbi:acbive ii'rilu-sb-cies in,¡.¡:,åer io seï.\.¡e fo¡.eia_:rr rra.rLle'bs

te'¿ner ihai:l -l-ocal :lai::.ieis. 'i':r. otLrer ,¡orr:is, iì- ¡;oes in.Lo

irrdu-si;rie'q i'rl'ler:e bhe il.r.rrred-iate anc- i:rrJ.j-rect e:lplo¡i:'r.enN

irnpac;i is very -'l-o:l. 'i-'he e_¡raìxDl_es ere jLnVesii.r.ent i.n ru-bj:er

gJ.a"nLaE ions ,3r invest_ae:t'L in- o-ì I " The .,,triter r:eco:i:¿encs

'bhai; j:ore enccu.raÉ1eii'erri l¡e given io fc.i:eign invesi¡lent in
.¿'1'íetþTi.ses :Ìrich ,rL--l scr.v3 irie::lra-l _':ar-:ebs. _ î.,.ry -xr..J-

,-l-ucf s neeCeli itlbhe inLer.¡ia--l_ 1'lar..,,etr ca.n be c::oriuceå in

-lha;i-l a'1.1 , 'bh''-s c.r:eat j.:r3 ii,rrtrt si_:-l:s'i;1i;u.L io l. :itlir:l:_..h

i3¡si::r. ir-lrte s'û'teni is ,lesiral:l_e r,l :-ira-1_]-a'li , c?Te :lusi be

tarlen cc a-nta.in a b¿lance beii;'een forei¡n oapival. anù- local-
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c;t.tit,àf- i,n cri.eL: -t'o a'"'oiii -ícre:lgn Corllnatlcr a'::.å i-níl'¿enoe

j.lc]lecou.l.rtryfseoon.cliy.r.hel¡estsc]..i--:-.uiolris¿]rejr:inb

rre,LiL:_ïe e ^ier-¡:rise i:r ..:ìric:h equi'l-r is ire,-l-i -i:¡ fore i f 1

iriVe sicr-s an,J. l-o cal i:rr¡e stOr's . i-re ¡O-Uern:-jeni ';:tàJT g,tant

spe o i-al- t:r rvil.ege s ic e"r'i;erpr ise s l'¡lto se eq,u'ii;y is hel-d b¡r

7.e-rr:e tlulrrbe:rs of -L'ha j- orri-zens "

c) :ro:reii14 g]:+" ,iorei¡u aiå is ancther sou'rce oî

îinanoe. ',lhj-s l,lj-:¡ci of fcreiEn oaÞj-'Lal- cloes nct pose aY\J*

bu-rd,en- su-ch as -l'el)e.y'-re'It ot inieres'L charges on fhe rec-

ipi.err'û cc untL:il. ;rore i3,r aiC has been Sive:n -Oy i nberirai io:ral

tJ:_ , -4, - !3o, v lJ .'J ø .rú t- J

cOu_nir-les ,,,il-rich haVe been d-a::iaged i:-r' .',rar. AnOiher þU.rpoSe

is to sLinr:labe econo:lic d-evel olli:ent in uni.erd-evel o,':el-

coLr-n-tries. .i.he aid. coltes solreb i::res ln 'õhe forr¡ of Ìreliri"rg

in the cc ns L::uo'b icn of l:righl¡a:¡s , :¡âr-ls , sa"nlia.t ion 'f a"c1l.-

1úaüù ¡ vvv.

rirr11'6,'i cr"n a-io. j-s -r,l-re i'r'¡st belref ioial kirlci of assisu-
.- vJ v J-\f

ance j:hab e coatei¡y ca".. teceive since tirere is no bu"rden

a-ssocialecr ',,¡ith 1t. f he i,ove ï1lj:r-r.e ïìb shou-l-d not d-epe:rù Loo

riuoh o11 f inanci:nE i'bs d-evelopnent p-fo ieots fro:t thls source

because ihe a,rci-:-nt anå fr:-ir-r-Te à:[a:la.bi-].,ii;y of aiå d-e"oe:res

on'Lhe d-o:nor cou,r.liì"-ìeso JoreiSir loatrs a-:ri foreig:r orivate

invesi,:lleni;s al-so 'ocse sol:le bliråe:ns aÏì''1 Þrcirlei'ts if a-pp::o¡*

ri-ar,e arrangellen'bs e:fe ncÛ r¡,a'1e i;o saf egr-rar1 'bhe ir]ter'esis

of ihe reoeiving cou-niry. 'ilherefore, inter,nal resouJces a''icl.
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ìJrOl-Lr-ntaïl¡ Sârt:LïtÊrS snol:-'l-i, be bhe ,iraiit. SCU-Íce for f inanoilg

eccno,-r.ic cle--:'el o c:.le:t',; of bhe co.:r-n-i,r¡r. -in I'haì -i-a.:ri-, bìre

governi:1e:ei has f illlø-noe cl- eccl'lÖlnio d-evel-oD.]eljlb es j] eco:llr]ll.en:ì,ec-,
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Iir càn 'oe seen f:r:orr. 'la.-O-ì e ,íl-V , -chat eccnolnio develoo*

:nerlb in ihe First F-l-a.n 
-L961-65 ,ia.s îLnance¿ 'l¿¡gsl¡r frot'n.

Cr-o:res1; j-c resoÌr-rces, C,6.5 Ðer cen.i aga-in.s!' 33"5 per cent

frorr foreign resources. ..,.¡reo-¡er, rla) fhe Seconci PLan,

(L9€?-'7L) r:ìore f i.ne.:rces r,¡il-l eoine froio ciorlestic reso'Lrces,

nanely, '¡-6 ¡ser oei:lN aga.rnst 211,. pet cent.
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iJ]A,SU"i?]iS TO PROi;ÌOT]J TI{DU,STRLiI, ]]EVXLOPI,,,JÌ{T

Tn undercevelopeo countrics econoir.ic orogress nust
ilrvolrre industrial d-eve1o pinent. .'l-joi.¡ever, o,r,ri:ag to Ii¡ritecl
factors of ,orod-u_ction such as suitable natuyal ï.esou_rces or.

capitaL funrls' solne form of governrnent selection and- assist-
ance is necessary if m.anufacturlng is to be d-eve] o,oed- to
]rring forth a greaïer nationar ou.tput. som,e exaroples of
government selection ancl assisiance thai might further this
objective wculd be: tax and. tariff incentives, pronotion
of cottage anÔ sn.all-soale industries and. establishrn.ent of
a.yr ino.ustrial f inance corporation.

rhis chapter aùtenpts to spell_ ou_t ihese meesures

Lhai raight help promote the process of ind.ustrial develop_
nent. The analysis of these lneasÌ¡res, especia-llv on tax and
tarif f incent ir¡es , ivil1 be inainly theoret ical. ,lhese

n.easlLres -r,¡ill also be era:mined. i,riith reference to rhaifand_
and- a few c¡ther countries.

1-ax aild. Tariff Incent ive s .

fncentive in this context nay be d.ef inec] as a
1,1o,.r itn,, or exern.otion frorn tax or cu-stoa d-uty on the
rrfavcured- a"ctivity as a.gainsú that curuentlJr i:lposecl

it. lncentive ùherefore constitutes necessar il.y a.n

reduc-

upon

ii'n-med. iate
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red-u-cl ion in governinent revenu'e to be collpensated- by an

expected expension of the narional econol0.y anc uLltinatel¡r

byaresu-ltirrgincreaselntota]-Laxr.evenuefromsu.ch
1

broad-ened econon-i c bas is ' 'r -

Governnen'tinterventionlnthefortloftaxesand-

tariffs oan influen.ce an ind_ustry and cetLain factors of

prod-u.ction in 'Lhe country" ¿\ policy of incentives oàn be

jud-gecl only lry 1ts inpact in the broad- context of econonic

d-evelopnent. Thu-s, the ra-t,ionale of incentives, either tax

or tariff lype, is rrot only to foster irrod-.uction in a"n

ind.ustry bu-! to introd.uce a change in the ind-u-strial sfruc-

tu-re and- thereby eventually transform the economic environ-

ment a:nd. raise the level of procu-ctivity as a whole'

'lax lncent ives.

one of bhe most importanü instrurtents in ind-ustrlal-

d-eve].opment polic;r is the t'ax systen' lax incentives ¡¡r'ay

hetp to d.irect 'linancial resources into nanufactu'ring ind-us-

try from other econo¡li,ic sectors, increase the eff iciency of

a.vail-able prod-uction, and- channel ind-ustr1al investn'ent into

those branohes of ind-u-stry whieh are nost l llte"ly to neet

ind-i,rslrial deve-Lo,oment neecls às a whole--rather Nhan inio

secNors lvhich harre l-1tlle or no d-eveloprnent nerit.

lurrited. I'jat1ons, The Íffe-ct of Tarat:içrr:
ar¡d- In-vestinenl; (lte','r f91f: Departnent of
Ufairs, fe¡rü-a;ry, L950) , P' L'7'

on Forelgn
dconoru.ic and.¡fìroÄa

Jo c lal.
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rhr-rs, as staied by the ui:l Jepartrnent of Econonic and-

social :\ffairs, the nain .Ðurposes of a tax l:olic¡r cesigned-

bo encoLrrege ilrd-ustrial- izatl:on are12

a) to bri:eg abclut ay\ increase in ln-vestnent in both
old. and ner,';' inc-ustries a\ð-, converseryo No d-isccr-r-rage
specu.l-ai ive inve si:ire nt s 'i n unprod-uct ive act ivit ie s , and.

b) lo increase ihe proclu.cLlvit¡¡ of the variousfactors of procru.ction engaged- in seconclary ind.u_stry.

the process of ind.u_sirial devet 6pi¡1snf u-suâ.lt y caLt s

f or a lar.ge volu-ne o f inve strnenl " rhe se inve stme nt s rÌra]¡

take the forn of raacltinery, equipnent , -buit dln.gs , Te:vt

nater ial- s , labour ancl so f orth. pr ivaie entreþreneuts ,

or'ring to the risk involved-, a-re fre-o,uentry retucta.nt to
u-n.cierta.j<e tl.re r:eecl-eo investiient, even if the;r ¿i¡6 f inan_

ciarL;y i-n a posiiion. to d-o so, especia-lr y ii:r u.ncerd-ever sps¿

cou:rtries lrhich are Llror:re to porit ica7. instabilit¡r ¿p¿

lshich freo,rr.entl_..¡ have an I'nsLable Þrice s¡rster:. i-io,,rever,

governrrlenf inNervention in the for¡:t o'î ta::. cotlcessions -r.,¡ith

the a1:n of off se'bi1ng d.eterc:rt.g, rislcs, lJecorires on_e of the
,ocssible r.,rays tc stir¡rulate invesilnent" Tìris position resLs
u.þc:n the pren.ise Lhat these policies pubt icize, enhance and-

inprove the coLlntryts investnent cl imate for both d.onestic
an.o- foreig:n investors by inclicating ilre favoura.bre

?"ü:Tited l{ations, procgsse_ç_ and_ ?robl-erns of Ind-u.s_
lr_raljzat iqrl U :qnqgïqç-yffiloäã couffi ieFT ^'** v;L-*
DeÞa"fffisnùo¡ s"ffiiffi"ì' iös!ï,';. 52.
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ciisposit io:r of the goverit,r.ent tc-,'iarC pr iVale in-tre stne nt . l

A gooi e:.iar-lple of one cou-tr.tr¡r .,'¡hici't is r-r-sing La:r ince'rtives

Verl/ Successfr-il-Iy in her ind-u-str ral Lzat1cn is Puerio iìico./*

Thailand shou-l-C be abl.e 'Lo iahe advan1|cage of ihis erarnple

in her inilu,strial d-eveloptiten-t. Ljoi,¡eve::, the various lax

slrsteirs anci their effeci nust 'oe analysed in very great

d-etail, because a- systern. tir'at is valid- in'one cou-nlry rnay

rrot be valici, in a.nother oli:ag to Cifferent circuinsbences.

i:iel ler and- i"au-ffi'n.an i',¡rote :

'.ilhus, the adop'rion cf tax incentives in one countr¡y-
on the ground-s 'lna-b these d-evices have been success-
ful in another, withc¡u-ì; a tlrctou-gYt co:-lþarative analysis
of Lhe ilany a:nd- perhaps uliqu-e clrcu-msta.nces in tthloh
these ince:rtives have operat-eÔ, is probably rcisguid-ed-.5

Iar incenNives operate r:n both inco¡:¡.e aud- property

'i;a"xes. The¡¡ .nâ¡r N¿trs the for¡a of tax exemption, tax alL.o',"¡-

atce on d-epreciation, and slraighi tax cred-lt on reinvested

prof 1'L s "

I. 'Iax exe:ilption. ixenption fron e var ie'cy of tares

cou-l.cl- be granied. 'bo seleoLed. ia.xpayers on. a couLplete or

partial basis. Since ilrcome tax is one of the þeavy 'ourd-ens

a)Jack t-leller and- Lenneth 1,1 " 'i!au-ff'nan, 'Ia+ I.Lce:ntive
for Inclu.strv in Less Deve'ìoped CounLries (Chicago , Il-lino is;

-^._--Co'a¡erce Cfearin8 --l-louse,- -fnc' , L963) , p. Ll.
)r?i- i-1-ton C . r'aylor , Ind-usbr iAl Ta>l-ixe::ai:f io^Jl 1n Puerto

B.ico (liad.ison: Tire UniverElty õf r¡isconsin Press)
t) __-I{el1er an "ì:,antffvtan, 9!. gå!., p. +,

, L957,
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of nànL1-fa-cr.-r-rin-g; enterprlses, alloiniing for tax exe:.nrrtion

should- improve the prospeois of coryrmercial prof itabillt¡¡
and enoolr-rage private invest¡rent, rt shoul-c serve, there_
fore , às e- ma jor insirument in atttacting private capita.l
and- te chnol og;, . 6

Temporary tax exe¡rption i:nay confrict i,üiih ir,le govern-
i¡-entrs need of revenue, esÞecially for .bhose u.nd.erd-eveloped-

cou.:rtries r.¡hich aerive a substantiar par.b of their revenue
fr.¡¡r l¡u-siness lncome tax (and. custor¡. d.u_.ties) rather than
froin personal incone tax.7 ttri-= dilen¡¿. of the tax porlc¡r
rrtre.s stated. by the uìii lechnical Assistance sdministrabion:

I'b is apparent tlnt ta;c polioSr faces a basic d.ileiiu¡a1n its role as an instru-ment of ôapjtal_ formation foreconoiliic d_eve1o-p¡lre:nt. On one Ltand-, high levels of iax_atlon are ne_oesiary to f inance the'part of thed-eveloo;'ental process irhich farls iä tne government
sirhereo. o. c On the oiher hand", the l_or^ier t'e taxesthe greater l¡ill be ûhe in"d.ucement io private investors..

(^*i-'eodoro iÍosccso, Ad-d-ress befc¡re ilre In.bernat1onalrndustrlal Developnent coníerence, san Franclsco, ocioberT7, 195?, citecl ¡y ¡i-Llian i{. Stead., li.q]aento-The Econoi¡ic
Pgre$ cf Puerlo Rieo (i.,rasteinsÉoã .ï¡¡ffipf ann inei! s so c iãt îõã*pffiEret , rç jãl , 

--lå . r13 .
nrrhis situ-aiion is a corr'r,on one l¡ecause in rrc.ny lessderrel-ol]ecl countr.ies the ica joriby of *orri"rã*ã1.-T"'ãà=i-cu,liure, fron which, d-u-e tå lor,.¡ inco¡re ancl ìrigh i1J-iteracy,it is not feasib-re for the government to draw signìiicantfa:'res. Thls narroi,\is the najor source of i;ax harvesù to thebusiness coranunity (a:rd- ttre professlons) .
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..tc ia'lre the risk assoçiated. wiih invest:-¡en| in
incl-u-str ial d-evel oP:reL:rt . I

Ia:r e>le-.¡¡,piions are a neans of increasing governr:rent

revenue, l¡ecau-se by aitraoti:ng neti invesrnen'b , th.ey help

f,o Ì:uiltì- u-p inclustriaL. investment r,rihich will be taxable av

a fu-r,o-re claie "

Ta:c e::e:irpticn is an atLte"ciion to the investor in

chat it all_ows hin to und.ertalee inr¡esiment which normally

,i¡ould- be consld.erecl nargina'L "

General-ly speaking, Ea:t exenption shou.ld- be basecl on

ti,ie se pr'ì nc ip]-e s :

a) r'he ad.opt ion of incoirLe tax exenpÚ ion shou-1d be

c1ose1.y related. to the stage of ind-ustrial d-evelopinent. Ii;

slrould. l¡e a.llo¡,'.recÌ on],¡r in the initral SLvà$a of the inÔus-

trialLza|ion process, or,ri:rg to the iaci E]¡al in Nhe inifial

stage ind-ustrial i:rcf 1-bs Ð"Te not aL a norinal lerrel.

b) Tax exeilptio:r shoul¿ be selective an¿ limiteci.

Ta.x exei¡.ption, for new investment is a pollcy i'¡hich has to

be han¿lecl ';¡lth ca;Te if it proposes to obtain the ma;cirnullr

i¡enef it fol^ a cor-rnt:cy; 'ìit should- be introd.uced- otrly where

it is qu-ite certaiir to encourage inveslment that ri¡ou-ld- nof

a"united- l:iat 1o:rs, Ia.¡gÊ
d.eJr_elopgl ç-q.V.ntf+-??, ( j.Te-¡ Tork:
Á¿:rrinistraíion, t9 5t:), Þ.10.

anC F:,scal Pol1c[ 1n Und-er-
T e chnical l¡,ss istance



118

otherwise la]re prace it9 í,roi.iever, it shourd- be a'r lolred onI-y
to the d-eveloprent of neir and_ n-ecessarj¡ ind.u.stries and_

indu-str'1es whose developr:rent is of irnportance i:r the
natio:¡al- interest. This could_ be measu-recl by the contribul_
ion of the indu_sbrial f irrirs to ilre econoruJr as a lvhole. The
purÞose of this requ-ire:¡ent is to tnal<e sure that tar exenp_
tlon has beerr serective in bhe proper channer. ,rrre criteria
for ju-d-ging the value of a firn shoutd be according to the
levels of investnent and erapluyrulrt.10 If the anouni of
in.ve sinent s o f ti,'ro ind-ustr 1e s cons iclered. f or tax exei:lp¡ ion
are r¡ore or less the san.e, priority shou_ld. be given to the
f irns i,'rhich luilr eirploy a large labour force. ïhe enploy_
nent of Iocal labour or locar Taw nateria.ls shourd- also be

ta,ken lnto coïtsideration"

BecaLrse ilre þurþose of this tax exemptlon is to
provid-e lenporary fiscal encouragerneni to netrr investment
ancl is noi fc¡r a perraanent su-bsid"y, the length of exenpLion
nust be Ii¡nited. ?he period- of tax e>remption usr_rarly varies
from cou-ntry to cou-i:rtry and. it also varles anong d.ifferen.b
kinds of lndustries accord_ing to their i¡rÞortance and_

necessity. ft slToul-d be notìced t[at too sþort an eienption

9Ben¡amin ii igg ins , if cono¡¡.ic Develop¡terrt: Proþlens,
+rlncipfg5. ancl Fol1cie.s (i{ffi;
_Lr1c. , t.9 59 ) , p. 5L5.

10_
i_'Ð.v I or , oþ. 4!. , p. LO s

il . i{" lrlorton j; Conpany,
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-Oeriod- na¡r ¡e¡ 'oe so a.ftra.ctive to in{ustries i'ihcse prof it-

ability is very 1.oi.r in thelr inllial years" fn general ,

the practrcaT. perlorl- ranges from five to ten. years "¡¡hich is
-bire tine reclu-ireC b;r rnost ind.u.stries to reaclt a. good- earning

level.

The problero îa-cing nost countries is to d-eter¡line

the start ing clale of the ta:c exenr.pt ion statu.s in ord.er to

maxrnize the benef it of both sicles, the nei,''i enterprise antd.

the gorlernnent. In- Tltailand-, for exam;ole , iax e:lenption is

al-lor,ve'L for f ive J.rears beginninE T,'¡iih the f irsi year when

sa.l es an.d- inc<¡cre are recc.:rded-' 'Ihe ind-ustri-es whlch are

entitled- tc¡ tax exa¡:"ptio:r are specif ically enu'¡.erated- in

the Pronotlon of Ind-ustrial Invest.,:rent :\ct of ac¡62,4L

In Peru, eïe¡r-otions for period-s of three, five, ten

ano f ifieen years all- begin with the regu-1.ar func'tioning of

the pl-ant.

l-n Tsrael-., tax exenptions are arranged to coalrence

o'n Eh.at d.ale ,'¡hen the enterprise first earïLs a net profit.

In Ja:raica uncler the Jamaican Ind-ustrial Jncentives

I-ar,,r of L956 tlne practice is d-ifferent i:r that the entre-

preneu-r ltas a choice of 'Ll'¡o n:.etlTods of exemption. The f irst

rlLethod- of exem,'otio:n lasts seven years starting frorn lhe d-ate

of prod.uction. The seeond- rnethocl is a four year exelrlrtion

'ì 't
< 

^^ 
/\ rrñ^11r{ a at í |

JVç r.i.vyur.rúJ^ u c
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perjod frc¡i a d-ar;e chosen by the entrepreneu-r.ivhich is nob

fiore Loa.n" three years froin the tine the nlant f irsi .rreît

into prod.u.ct ion.

i.;e have see,û that the colil:renceilent ð-a-þe of tax

exenption has variecl in clifferent cou-ntries. The i';riter

';¡or-r-lC. 11ke lo reconrr.end. that the tax e:cemption periocÌ should-

start fron. the date the project is approved for erenption.

This will max:.nize inceni j-ves to get the plant operative

as qr,rickl-y as :oossible in orcler to naxin.ize the operation

clu-ring the periocl in iuhich the ta:c exemption cavl be enjoyed..

O:ae iraportant thing shou.ld. be borne in ¡lincl. In an u-nd-er-

d"evelo"oed. cou.nl;ry, the need- for infrastru-ctu.re ancl social

orrerhead. cap'r1ua]_ is severe. The governroent is solely

ïespoilslbl-e for the crea"tion of social- overhead- cairital anC

i'nfrastru"c'bu-re. The ,-na"jor sou.rce of revenue lo the govern-

m.ent is froin business laxation rather than income Ea.x-,

Tirerefore, the soqnerbhe e:rempt f irns start lheir operation

rn¡ith the ear1.y va-l-id-lty of the effecLive d-ate of exemption

the sooner the govern-rnent r',iill- receive income fror¡ those

f irns .

The case for the tax errenption d-ate starting fron the

first:l¡ear the firr¡. ¿a"ins a neb profit can be cz'lticizeC by

-r.he fact th,at the firär may d-elay operations or r,¡o:rk below

fu.I] ca.pacit¡r in an initial slac.Lr year in an atternpt to nalie

no prof it tl-u-rlng ihis )rear. ;,ihen the prosperou.s ]¡ear coÍt.es



14r_

tlre f iriil .¡¡il'l operate with fu-l 1 ca.paoiby in ord'er No nake

prof 1t as hlgh as þossi'ble and- ihis prof it "til-I Ì¡e sub¡ec;t

to iax eiler¡irtion. The govern:lent luil} not be abl e to rec-

eive the revenue as soon as d-esired''

c) Iax e:lemption shou-Id. be consiclered- a"s pa.rt of a

coi-nprehenslve prograrft. 'Iax exenptions are not the only

device to stimu.late the groiuth of indu"s-t,rial developn'ent'

Therefore, they sholrld- be lta.yrtanized. to variou-s pro jects 1n

ihe cornprehensive progran of inclustrial d-evelopment, 1n-

ord.er to prevent a.ny confl-ict art,ong pro jects atrd- anong

incent'ì ve cier,'ices .

ci) Ta,x exenption should- be as automatic as Ðossible.

]n lost of 'bhe u-nd-erd-eveloped- cou'ntr'ìes there aTe acute

shorta.ges of sltillecl technicaL. Þersonnel' ]f Lax exertpt-

io:rs álre to be used- lnoïe effectively, "à Lrlore a:urLonaLical-ly

operating s¡atu-tory pai;tern is nore epproÞriate ."L2 -Llo

orcler to restrici bias on the part oí government off icial's

t,o a ninim"u.i:it, it is therefore imperative Lha't the terrns of
-ì 3

e1-igibility be precisely ÔefineC'--

In acd.itiorr to ta:c e>lenption, the norrnal tax cn

busirress prof ils shou-lc1 not be too high. 'Ioo high a notmal-

l2Hul-l*" and- äauffinan, 9!. -cË', pc 9'
Lij,u.rray D. l3ryoe, PÈeJ ?lnd ie-!.:hggg for lrylustria]

Deve1opilent (iiêr¡ ïor¡: ;icG?ã"u.¡-Iiill lo,],' Co:iLpan;r n l-no" ,
;-=-7?Í-T----ãa I'
J-Y C) ) , p. .L\'o
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tax red-uces the profits ancl iray pernli; too tittle nargin to

be able to a|tracE investrne:rt' On the other hand-' a" tenpor-

ery perlod- of e:lemption i'¡il'l noi su.ff iciently co:::Lpensate

ihe entreprerìeurs for the rislrs lnvolved''

It is very d'iff icu'It to say r'n¡hat l'evel- of taxation

becoraes a serious barrier io i-nd-ustrlal investnent as it

involve s a \raTlet¡r of other factors sucìr as econo:lic cl i:nate

and_ in.frastructu-re, con.d,ition of dene-nd- and- supply, and so

forth. Fiot'trever, it is obviou-s that any sig:rif icant level

of .l,a:c.a'lon on prof 1'L has sone negatlve effect on invest-

nents. It has been argr,red- tha.E any level- of taxation higher

thanJOpercentislikelytobeahinclra-ncetoinvest.

,."l'rt.lll' (In ttrail-and- su-ch taxes ra'nge fron L5 Lo 25 per

cent.)15 ,jigh ta.x rates not only d.iscourage investrn.ent

fro¡.n 7..oca.l entrepreneurs, bui they also d-lscourage foreign'

investrneni, whlch is d-etrinenial to und.erd-evelopecl counl-

ries l'rhere capil-a.L is so bad-ly need'eC'

.,r:¡nnrr. taxes are freo,uently levied- b]' und-erCeveloped-
li r!!VV ! u

cou-nfries aS a revenue d-evloe bu-t ltithout a'dequafe

l'lLnis perceni,age 1s based- on. the neall average of
corporation inão¡¡.e ia.x ra|es of various countries' Cal-
culated. fror:r. datra in Jxpa4Ligg PriJ¡?re Inveslqgnt- !o{ ilr-ee
llcrf¿ EcoJol¡U: Cf-o"uÈfrTãhingLon:'¡:rited- Sfates Govern"-
nien| ) , !9 59 "

r5
,See Appeied-ix D'
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consicleratlon of their effect on i:nd.ustrial investnent" :Lf

is general-l-y be] ieveil tnat such lax ','iould- be paid- b)' the

foreigi:: purcþaser of the exports but thls is possil¡le only

when the countr¡' has a greal eccncr¡.ic aclvaníage in prod-nctng

e;cport good-s i.rþich have ae inelastic cler¡:and" in the l^Iorld.

r,a-rkel, Tn rqost cases, d-u.e to:the fl-uctuation of the prices

in the ,ïorl-cl- narket , the u-nd-erd-eveloped. counLry, af ter

inÞcsing; a tax on ex,oorts, has to pass the burd-en to the

prod-ucer al ho¡n,e aE a cost l'¡hich eventgall.y recluces the

profit nargin of his operatlon. It can be seen that while

sonetines tariff protectic¡n is the trad.itional t+ay to help

infan.t indus.bries for the donestic narket, it is of no

help to export lnd.ustries. Thus exemptåon ta"x on e>lports

could- help 'to ino::ease the volune of exports and. encollrage

nore investnent in. export ind.u-str1es.

Jud.ging fron the above argument , incorte talr exenpt ion

seens to l¡e the wise incentive t'rhicl'l is appropriate for

e:<pori ind-u-sirles; anð- it is eo,u.allSr i"ieIl suited. for meetlng

the reqLrireaents of d-ornest ic ind.uslries. Therefore , there

is coyr.siderable erriclence t.lnat tax exeirption is one of the

nost inportani factors lnfluencing f irros i,'¡hich d-o d-ecid.e to

lnve st .

2 " !g¿ al-lowancg ach_ieved. Þ¿ pe_r_ruLÞt ing ac_cq1er?ijed-

.J.e_r¡rec_igtior_r. This forn of Lax inceniive is onl¡r given to

the rnvesùnents of approved- lnd-ustries' It changes the
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rloril,al- L i:¡.e bas is cf d-en.recia-t ion d.ecl"u-ot i.otr r"rhich f or'.,ir.er1.y

,,:as per::eiNted .¡n f i:reci- capital . f he ccncession al.l-ol+s f i:ied

canüal- Ì;o l¡e r.¡riiierr-off earlier than would. otherwise be

incoi..le and, conserve caoite"L 1n 'b}re cruoial earLy ,feays.

lir¡r,rever, over Lhe l1Lr.n"be:r cf years , the 'iota! a,iLou-nt

o:e i:ax. ita.id luill be the sa.ne, sinoe ihe tax irill be

iurcreased- -¡hen the o-epre clration allo-,,"¡ance is red'-,-c.ed.16

This is l:ecau-se the to'la1 anount of d-eorecia--,io:r l¡i-rl- be the

sarue either und-er bhe concession of accel eraled d-epreciat io:r

1n 'bhe earl-3r l/ear or at the norilal, raEe. 'llhereîore, il is
or1-y eqr-r1valenb tc the posNponerlent <¡f the ta.x l_iabllity.
E,ut ii sti.l'l 'oenef its Lhe investo:' in" ¡he sense 1-¡'at he ca.n

Lr.se 'che interest-free 1ou.nl7 equial to 'Ltre ar..roLLir,t cf the
'La:r d if f erent i-al- i"n bhe ini'ü 1aI .Ðer iorl- "

in ihis ¡rc-i,I t Ì'rlgh-loricrity prc jeots oan be accord-ed-

the i:rivilege of acoel..erated- depreciation, i,,,¡h:-le lo-,'r

nrioL:i.i;y prc jects can be requlreC to extend Cepreciation

o\,¡er a Longer oe:ricd- of ti::rte" '.lhe higher ihe 1:rcf it return
ancl 'che o,u-'ì clcer' a-n investne:nt i s ,+ritten off , Lhe sccrler e

t(_
-.|fÕ

pro,Zressive,
:-.nateAy 'brue

âssu¡les a fla"t or
oOr:lrorate i.,a:ç. ya"te,
r,"ihe:re a" progressive

l-;.i¡ ifor:¡. , ratlter tha.n
atld .i,¡'oul_d be onl_¡¡ a_pÞrorat-
tax prevalls.

, c}U",.p,756._1_7,-i-efl-e:' anð, ',avif'-at'1, S
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'ftrr:. oy irrdiustr'.'r' assu-ines I iabil-i-t¡r for regular ia:c Þal¡:lent.

rrltircu-g,h ta:r a-1.'l-ot,¡ance on e.cce]-erabec c-eprec j-at ion : s c,r1.¡r

a Þasil:o¡el,ieni oi 'i::.:l cayrt.ê\'l ¡ it ei:aÌ:-l-es 'che i:rr¡estor ic

shif-b -i;tre bu-r'cÌen of ta:r fron Lhe cli-íf icur.tt eerl-jr r¡eaï.s bo

lai;er' .¿rea:cs of s,::under fina.nolal trosi'úion.

f-srae-l 1s a:,l e:{errr.cl.e cî '¿ c.olr-t1tï1,¡ .,.ih-rr:!:: u-ses ce.¡::ecj--

aticn a"'l lor¿arr.ces i-n cro-er tc st i.irr:rlate in'veslr¡en-'i;. _,1er,,r

ccir:pa.'ri-es j.n Israel- àTe al-l ci".'ed to c-eprecia-ie tire ir oapiLaJ.

eqniÞii-.,er,i ai d-ou'ol.e tire ;ro:.:ral. raie. iltls hlgh ra.Le of
a,'\or'útze.:¡'i-on al-l.ous fcr the L',Tite-off of '70 pe-r ce:nt of
such ecli-tin:,-ren'b in fcur ¡¡earS and il-re eniire r,rrite-of f cf
lhis e'-iuip:lr.ent in 7 ì,reats.

J" ,i,;rgi.Eþ! .i;a¡ låg-cli[ g.13 gg¿r3vg-Ê!"ed p_rof its. Gen-

era11.¡,i spealling, taxes i¡ill- aJ..-r.,,ra¡rs be a hea'v1r bu_::d-en on atil

ind-u.stria.l etrLerpr'ì se--taxes redu_ce the -orof its c¡f ihe
enterÞrise, ;i -Lax exel..lptiol:r on the cart of prof 1ts tirat
-tçi-l-'l- l¡e reitlt¡ested. can increase the en-trej:retneurrs c,apital_

fl¡,nc" .[hu.s, s'r-r-ch a rleasLr--re he'l.ps tc j-n.crea-se iif-,/es-bne:rt

a;rd. the,grow'ch of inriusNrial cevel-opne-¡.t. AS notec- ì:;; the

Linii;eå l.ia-tir¡ns Ðeoa.rt¡reni; of ,Jcon.o::ric and ìiocial .irffairs:
Inclu.str:-al- clevelop::¡en.b 'n.à:l be st irriulated- .oy Ìneansc¡f ta:c cc'iloessions on re i:nvested .crof its 1:n ihe for:r.of either ai:l e::eflp'bi-on. fr<¡¡L incone tar on il:re ¿rnou:at

plcu-ghgcì hact-: cr a red.u-c'Lio:n in the La:r rate or bne iax
l¡ase " 

aü

l .ì-..''u11lf e-_L l¿ìtions, i:,r.lqe,g5_es aacl Frcble¡ns .¡f t-nd-us_'brializabionr_ij',Ij.F a b*io . in ii :rde r*de v*e l_. r:e d- C 
" ""æ:"Ë_T,,æ=oîI, 

*-_*
i_J

r_Lqv Lr ' ! ¿il U L.LL¿üMU V U¿(J LJqjL-l- UU U_-{tiJ¿'-Le E \ ..e L; a U¿ .:!
DeÍszri:tenL cf .jcc¡ncnic a:rd_ Socia-l_ l'iffa,irs, !955) ,
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lhe ra.te oî ta¡ :cedu.cNion. oì1 reinr¡eslecl orof iì;s

cou'l rl- be var ied accorcling to pr i or i t ie s of Nhe p::o je ci o:r

the state pol-ic¡r. These e.l I o;¡ances are gerrerat-t.;rr tied- io

ihe aoc¿r-risition of se] ected assets in ihe year of a.co,ui-

sitiotr. iitl i:nporiant cnayacterlstic of bhese reinvestrLe:r'b

al-l-or'¡a:aces is the t,rây in l,¡Ìrj-ch bhe alloiuances are Iinitecf.
For exa¡äi¡l-e n in '!aLr¡¡an reinr¡est;¡etrì; a]l_o1.gan,ces ate Z5 per

cent of the taxÞa¡/erst i'.r.co¡¡e in ti,re taxabl-e :yeÐ"T in which

he acqu-ires the asset qu_a"l if¡ri:ng for this a.t l_c¡¡ance. In

'\rgen'l,ina, hor"¡ever, the arro"',rance perce:ntage l¡aries and- it
is clepe:no-ent u.pon the i:rior.1t¡r of pro jects. Soile cou.n.tries

have taken a lrroa.d-er approach loii¡ard the percentage o1o

aL-"Ì-ot¡aieces permi|tecl' An e:caiaple of tiris broader a.rrproaci,r

is peru. uhere 'iaxrayets engaged- in the ¡la:nufaoLure of
t1ecessal:y a:rtj-cles are a'l l61,,isd fs tal<e a specified percetrtage

of their profit anð- set ii; asi,i-e in a reinvestnenl fu.ncl or
reserve. 'lhis reserve nu-st be channeled- into investrnent

within three years or else it ¡'¡irr j:e returned ic taxable
inccl"qe for the year 1n r,rhich it ',.tas earned-.

i'he policSr cf tax cred.ii on cu-rrent 'ìircoL:re for
re j-n,ves-ûr'rent shoulcl be ür:re effective in thailand a_s "¡¡e_l_t_ as

other u-nclerd-eveloped counlrles iuhen conpareC ûo Ceveloped.

coun-bries. Llhe reason is the absence of a i,,rell_ organized-

caoiíal nav\iet anc lhe --t-a-clc of cai¡1tal ,¡hich i;e:rd_s .Eo .;ale
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it tïo:fe cliff icult for ihe e'nt:r'eoreneu:f to have a.ccess io the

flind-s fcr l-Lis investiren'b"

The above argu-nents regard}ng varicus rï,easu¡J'es of

ia>: concessi.c:ns see:¡'to sugg,est thai taxatlon affecLs

inCustrial d-eveloo¡ien'L throu-gh its i.:tÞacc on the level- r:f

inve stilenl . Í.i igh iax rates tenci -Lo 
d- is courage inrre stiler¡i .

i{igher corporate iaxes .,vou1,1 red.uce the prof 1'L vnargin i'rhlch

cou-Ld- d-isco."rrage the entrepreneuf s from baking rislt in

f-urrthe:: invesfuent. 11, higher ia:c on export good-s generally

red-uces the prod-u.certs incenti¡¡e by forcing hin. to bealLhe

bu.rd-elr of such ta>l unless -bhe countr¡r possesses a greater

coTlÞa1a.-Live ad-vantage 1n Lhe prod-uction of tire erport good.s.

To encouïage investnenb in Thaila:n.d, the present

tares inposeci on prof its a.Te alttactively lot¡. 1lhe rates

ïa.nge erot 7J to 25 per cent--,shioh are consid-er'ed relatlvel-y

lol.¡ r,¡hen con-pare,1 'bo soife oth.er conniries such as Sierva

l,eone, Gha-na ancl ;Tigeria, i+here lhe ta"te is 45 per "".t.19
Fi-r-rther:nore, f,he Investi¡ent ¿\ct of L962 provid-es special- Eax

arrangenet¡is for both loca} and- foreign investors.20 'fhis

shor:..1_cl help to create e .Tnore favourable cli:rate for i:rvest-

iren¡. I'Iouever, it l-ûU.st be recogntzeÔ that the ta:c incen'bive

tir

"John ,¡. r)ue, lgxa|ion and- .f cononi--c_ DeJ'Slo"pqeqL ii:}
j]ropicaL. ;!frica (üanbrid.ge, iiassachusetts: The i'l. f . 'f .-ñêsq.--To7¡T---. t1.3. iee also ,lpr:end.ix i.I!uLrrt L,/t)1,

'24
-jee .ìopend-i;l C.
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afone uill. not be such e.i:l

countr;r has not bee:r. able

as 1oi'¡- co st labour , so c'ì al

n.e,l'c, stable ou-ffenc¡I a"nC

ef f ecl ive i:ncent ive if the

io offer obher inducer:lents su.ch

overireaC cepiNaf_, good å_rovern-

f ^-+ l^ÐU IUJ U]Ié

qolfe :Cp_'lpa¡.:iqq ßq qf T1 ov rnqent ij{s fechnicr,u-e-s U ççd-

]ar i ou-s Cou-:rtr.ie s .

:ir:ong various k,inds of tax incentives anc tariff
incenfives, incom.e ta>r exempticn ha"s been used- wiclel-y and

isu-cce s sf ul1y '1 n rlany der¡elop j-ng countr.ie s . !uerto _i:i ico is
a SooC- exa:lple of e cou-ntry i.,',hjcle uses a- Lax exelapbion

proEral¡. r¡erJ/r slr"ccessflrlly in her indu"strial cleveloprilent.

This section at'berrlþts to annal¡rss tl:re ta-:t exenption "prograLît.s

in Pu.erto ilico and. l-halland, i'n. order to f ind- out hor,¡

su.ccessful bhey t,iere in both countr j-es.

rl'ie effoz'ts lo d-er¡elop i,.rdu-sir1r have long been nad-e

i'n Puerto i'rico anc an ind.ustrial tax exer¡ption sta-bu_te hac

been enacted" as earl¡¡ as LgI9, and...;,ras succeeoed by variou.s
2Trevisions. - j:-Iowever, the aci of -bax exen.p|ion on a broao

and" co:rprehe:rsive scal-e i/ras com:ne:nced- in J9U? ancl f inalry
a/¡as reolaced b:r a r¡.er,¡ act i"n I) j11,. This act provides relief
frcrn oroperl¡r ancl l-.ice.n.se bates, as well as a ien year

inoorne la>r exer¡.ption for eaclt gra:ntee" ExemÞtion fron

in

l-l
la¡.1sr, oÞ. gåt., .o. 3.



I f.A

pàytr.er\L cf Ðr'opert)¡ taxes, lto',"Ierler, is clepe-ndent on the

a-mou-nb of investneni;. If i:nvestrnent is belo-,,'¡ U. S. *p I

nållion. the e:ren.Þ.bion fro,';r property Eax is for f ive years;

it i:nc:reases g,rafluall¡r io the fu-l] t.en years when invest-

l¡eni eilceed-s ü. S " $ 10 r,illlion. Und-er lhis lat'r d-ivid-end-s

aTe exe:irnt for tire f irst seven :Iez-rs of operation 1f paicl

r¡ithin f iÍleen years .:f the date of estal¡l-ishtlen'L" Ihe act

of t95!+ also incl-ud.es a pï'ovisicn. for exis[ing f irns, if

ihey are ar-r.on.g the clesignated i:ad-ustrles that e.Te eligibl-e.

Ihe exist ing íirns 1n the l-ist of Cesig,rr¿f'sfl ind-u-s-

tries luay receive tax exemption" as soo:n as the f irsb n.ev'í

22
eJ- igibl e f i:rrr beg;i.ns io operate .

'ilhe ilaii:r pu.rpose of the tax e;iernption in Pu-ertc ,iiicc

is tc attvacL investnent i:n ind-ustr¡r frolo irainla:rd- .i- S. i{"

Ihls tax e>ren.piion la','r is u:rd.er the sllo:lítsorship of Piì.-lDC0

(Pu-erto ff.ico Ind.u.striaL. Developn.eni Corupar:y) " Under the

fndu.strial Äid. Progran" PHI-ICO also und.erboolc the build.i"n-g

of factories i,¡Ìrich T,iere later rn.ad-e avallable uncler L.ibera]

ter¡rs for purchase, lease, or lease i"¡ith option to bu¡r, anò"

it al so d-erreL.oÞed- olher services for n.eiv enterpr 1ses.

General- cltatacíeristics of the :tax Exenotion Á,ct.

In ord.er to und-erstancì. anC get solile 1clea of the ta;l exe:-np-

Nion 1r¡ boih countries it is rec.u"ired- bo l.inou,r the

))
J.D1CLo ¡ Ð. ¿¿"
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cltate'cteristicoftheTax¡]xenptiol-r,rcts.
Tn Pi'rerto ]:i1co , f,YIe Tnd.ustrial Ta;i jxerri.ption ircl

provid-es e;<enption fro¡n. three lna jor -r'ax 'l evies"

4..|nconeiaxexe,.lpi;ions-vha.Linclud.eihefo}-

l-owing:

1. Ir:divid-ua] , corpora'be , or partnership incoi¡.e '

2.Di-¡id-enclorprofitd.istribution¡aad-eto

resiclents of Puerto iiico, and- to those laonresidents 'i;hat

álTe not t'axabLe elsewhere on the salr'le incotile.

3..Ir-lcon-ereceived.frcrntheleaseofrealprop-
erty tlw| is u-sed- by an exenpt f irrr'

D.Thereisaproperiytaxe:'enptionthatcovers

both -r.he nu-nicipal and- the central governnent 'levies a"i:lcl

inoludes:

I . Property ernpl-o;ied- in tÌ're d-evel-opoent '

organizab 1on, cons'truot ion , establ ishnen'L , and' o,oera'b io¡-

of an e;renPt business"

2. iteal pro.oerty l-eased- tc a'n exempt 'f irn.'

C.Theexemptionthatappliestoallnu"nicipal

Ievles, sucl: as l-ioense fees and excises'

lhese Lhree f iel-Cs of e:<emption have been ccnsid-ered

a.s a very good- sr-rbsid¡r to -i,he e:rtrepreneuJ ";Íill-ing to invesi

1n Pu,erto,lico, ayrcI 1t is likel-y to pronise a good relurn

fro:¡ investnent behinÔ ihe su'osidy'

Eroacly speal<lng, in lhe l,{-hole pattern of e;rern,pt
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falles, the income-tax-exe;:iption preclonj-nates as the sìnzl e

ilosb d-oninant aùvantage for a g:ranNee.

:\ poi:nt r'¡ill :r,o. be raised- concern-ing nurber (z)

of sect ion Ä , i. e n , cividen,c or icrof it d-istribu_t ion nace

to resid-ents of Puerto ,1ico, a.nd- to ilrose nonresid-ents that
ate not tarable elservhere on the sarae inco¡¡e. rt 1s clear
that ihe d.ir,.iden,{ ¡raiC bo the resid.ents of puerto Rico i,,iit1
rece'ìve the full arnou.nt of the tax exe¡ri¡'Lion, but ihe oiv_
iclend- paid- io a non-resid.ent i,rill have fu.lr exe,.nption onry
if the dlviclencl- incoine l,rit l not be ta;ced_ u_ird-er incone bar

of the recij:ient countr¡r. If it is iaxeci in Nhe recipleni
cou.ntry, the in.cone recelved 1:yr a non-resident fron a

d-ivid-end itill be sub.jecb -bc¡ a Fuerto trieo o-1vid.e;rc1 ta>r

i'rhich ar¡ounts to j0 per ceni if it is a corÞorate divid.enå
and 20 per cenl i-f it is a d.ivid-end- of an unincornora"ted.

f ir.¡r. Tiris tax 1s justi.f ied_ by the fact lhat the puerto

d ican Go'¡er:rrirent d.oes not l'¡isl,r to fo::ego tax revenue whicl,r

",¡i1.1 
be taxed anJ¡way iir a forelgn cou-nùry. ,l.he puerto ,Ì.ican

G.overnnent d-oes not feel it fair that rncone generated. in
its cou-:ntr;r shou.ld r¡e su-ì:ject io a tax in a foreign country.

lhe exeir;ot tax structu.re r:f jlleailand- is ra,cltey naïroÌ,r
,'Jhen cornpared. r¡itir that, of puerto ii ico . Taï e:rernpt io:r 1s

onli¡ allowed- on i::rcom.e ta.x-, in. other r,rords , talî exempticln
is allor,ved- d-irecrr-y on prof it onr y , às can be seen in the
fol lor,.¡ing qur:tat i on:
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A neir prorîoted. lndustry (noi; app]icable lo expa.nsio:a
of an e;risting industry) r'ri1-1 be exenÞt fron income
ta:res for a periocl of f ive years beginning i^iit'l the
f irst yea.y when sales or incora.e are yecord,eù"¿)

tlhere is nc ta>l exernption on d_ivióend.s, olt property

or on atal,]r nunicipal le-/iesn su-cle as l'ìcense fees and.

a.¡n ì coo

The achieven-elrjs of the iax exernp_tion prggggrrys iq
I]u.ert_o iì.i_cg a.nd lJl lhail-and-. the basic objective of tax
e:<einption progra'm in Puerto jìico or in l'hailand is the same

as eJ-sewhere, i,€o, aimlng to encou_rage investr,lent in
i:nd-ustr¡r i'¡i'bh a viei,r' to increas ing 'naL iona.l income and. per

capita inco.r¡e. Tt is recognized- Eh.at tax exeirption in
Puerto rìico has been a very successful progran and- it has

brought forth an lncrease of na.tional econom,ic gror,rth a-ncÌ

emþloyment. rn orcer to assess the successfulness of ta>r

exenptiore it is d-esirable to anaryse the change in ilre rate
of gross d.onestic gror,rth d.r-rring tJre period. covered- by tax-
exero;otion. iiioreover, it is also clesirable to corrpare the
growth vate of the manufacturing sector l,rith that of sone

oiher sectors. Ihe f inal step is Lo analyse the g:rowth 1yr

the exernpt secto=' aloL¡e. The analysis of the gror+th in bhis

seotor is based- on tlte ar¡ailable data and- iraterial lthich, at
this time, is available 'in one cou.niry bu_l not available in
ihe other. This probren shor,¡s the d-iff iculty in conpari:ng

the sane thing in the saiïe period_, Therefore, 1.n sone câses

ôaL 1--.5ee _{ÐÐendi;l c.
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the analysis can be do:ne oni-¡r iil one cotntr.¡ if the data

tn ano'chet coü-l\tTy is nol availabl-e. ,äori'rever, -t,he t^ffiter

-ru111 tr¡r to glve a" juCgneni of tne analysis as closely as

llo s s ible f or the se two cou:ntr ie s .

,-... ÐT ¡ .f i;: ¿!!!'i .,'! v

IüDUSIIiLiT_, 0RrGIi'j 0F GiICSS tlOiljJSTïC pROifUCT

Y ea:: GilP Ä gr icu,lture i':e.nuf acLu.ring

lgL?( r)
1951( 1)

L9 fi(z)
ry$(2)

/ ^\
Lg55\¿)
t_9 g(2)

/^ / /:,-
L!U' U

909 .6
!-tÕ .) LvTLoW

2,)59 "7

t,ôñ
)Y , Llco
/,n /- <^ç(,e)v

/...r - \?u.erto Ë. ioo (, . il-l ion Dol-l ar )-_r--%
100 " 0 149.8 100. 0 7'7 "9
LLts "L L',7 6 "+ LT7 .7 ro',7 . 5

1OO.C L?L,6 100.0 t-66.7
z'cL+.3 21-0.5 I22.6 52L'6

f ha ila:r4 ( ,. itt ic n ;3aht )

100.00 16,568 100.0C !-p,647

LJL.L| 23 r'/22 l-/+3.1 7 ,938

6/
/o

100.0
r37.9
l_00. 0

3L2 "B

100.0
I7O.B

iIO'I,'l: -)i Data are r'lÐP (GDF are not available)

SOURCi],S : ( 1) United- liaù ions o jtat ist ics of iÌat lonal
Inc-o-ne ancl,È.Epe.n4¿!,uqq", ( i'Iew Yorlç : statTË€1ffiõTf rcel-p![
WW (2) Uni'bed- l'Iations, ïgArÞqoé o_{ i:,,ri}tional
4_c-qg.uq!.Þ Statisi j.cs (l',iei'r York: Deoartnient of Econoroic and
social ittairÇß5), r)o 356.

Ånal¡¡çiq of grqeE d-_c::-nestic, ag4sUJtt¡rq 444 'manu-f e"c-

turinjå qr_crl,ith. 'Iabl.e ;{V shoi';s that, iTl. Puerto ¡l.ico, d.u-ring

L94'? to L9 5L nei- nat icr:lal proc-uci increased by +5.L per

cenb, âSrioulture increased by 1-7"7 per cent; at Nhe sane

iiire'na.n:¡-fa.ctu-ring increased 3'7.9 pe-r cent, which is equal
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to 9.1t, pet cent of average increase per Jrear. Durlng l'95J*

L9(''), gross nai-l:ona_ pro'J-uct increasecl by (L¡'"j per cent'

a6;rlcu-Iiu-ye.L prod-uc'cs in.creaseci by 22"ó per cent and- rnan.u--

fac7uring in_creaseô b;r 2L2"8 per ceni or at the a\TeTaSe of

ZL.z þe:r ce"at, per year over à period" of ten years'

the ð-a'Ea. above inO-icates that :¡av::t^îacbur.ring has been

increasing, its share of natlonal prccluct because ils TaTe

oí increase is outstripping sone of the other sec|ors' The

average race of increa-se in :lanufacturita.g in the f irst

-oeriod- is sloi,¡erbhan the second period- owing to the f irst

reburns íroin ihls lÍl-€I¡tr þroßotional approach, i'Yhi-ch r'Tere nof

VerJr iinpressive e ither quant itat ively or qual ,riceNlvely'

Onl;,r 16 new factories t¡ere esiablished- d.uring !94?/1"ô, a.nd-

10ó nore óu,rin3 L9Lr9 to L95L. jloreo\rer, ,itcs.b of these f irms

r'iere sinal-I ¿nd I abcu-r-orieniecl. The second- .oeriod bega'n

aftey L95L, whe..n n.ore ne.l',' f ir:rs u-sing, capital. intensir¡e r"'iere

establ.ished-. El¡ tl're ¡riáÔ] e of L9rf., the total of neT.'Il]r

esta"ol ished- f a.ctorr es , thror-i.gh i;lie ef f orts of the indu-sbr ial

,J-evelopnent pro8rain, ,i:tas 37\ îaoiories. :ì11- togei;her frcit

L9tt7 to 1948 , 55l, nei"¡ faciories har¡e been esta-bl jsÌrecl, alic.

the;r opera.ted- under ta:< exeirpt s1.;a-cts-s.21"

,t l¡
'*'-' i ill ia:-t -- "

of Puerto 3. i co ( .iash
:'-= '.Fr__.-- :=-L9rÒ), ç. '/t.

stead . Jonentc-llte Jcono:ltic llevel-opment
ingLon :lr,aíiona.l Pl anning jl,ssociation,
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ilor lhai7.a.z,td, 'jlab]-e ,i\J shous Lhal jrei'¡een Lg55-Lgé3

gross d-cn-es'cic procii-r.ct i¡.creasecl by If .4' per cent , à&T icul-t-

u"ral- ,oroct-u-ct increaseU- Or,. ),,,).t per oent , :tÊ':at-Îacilt-:rl-:rS

'r:i'a;lt:t.ot i-:^.-c-!e,a--ca]:;i '7f:'?t per oeü'; at B'8 per cenb of the

r.vere.ge inc:i:ease over the perioil of I Jt"u'rs'
,:.he öa-ia sno¡is 'i:Y:_e.t the g::or"tth rates of fhe ila-nu-

í'aoburitlß sec'bo¡: i:r both oou-ntries are higher than in i;he

agf ioir-l tr-r-ra-l- seoiOr, hgil,Ie1rer, ihe evefa3,e gro""rth TÐ.+ve of

:üan-lif a-otu-re i-n l:ue::io :iioo is stil I higher Nh¿rn 1:r lhai-

lai:cl. 'i:l:re in.creage in grcss national- pro¿uct of both

c.¡r-r"n'bri es I,Ias Lire resurlt of i;he increase in 'bhe proC'i-rcL-

iviiy cf va.rious sec'bors c¡í ihe econolriy especial-l ¡r in the

ind-ustr j-al sector l;hich fol..lor¡s a shif b :-n. olr-1;pr-ri and

ern.r-oyrae:ri frorn'Lhe low pz'od-ucNiviiy secior (a.gticu-l-ll''re)

'Ûo tiee higher prcd-ucbivi.t¡i secior (indu'stry) 
"

-irnal_vSis of lhe e:ce:.¡.ot sector. Ihe ciata d-iscussed-: -&

previou-SL-y shoits tha.b :rairufactu::'i:r¡¡; has increased. its snare

i:r na'b i.¡äa--l- incone. .--Oiie-rer , the i-noorlre generalecl by ihe

ne-"nu'factririn3 seotor a.rises fro::: boiþ tax-exen'ct anC non-

ta::-e-le-r¡'L eriert::: i se . I '¡ o:r:ier to sa)' ÛhaL 'La.'l e;le',lut ic il

j s an ef f e ct 1ve irsi;run.e tr-r. j-n proino'L inE :¡ienLr.f aoiLr--r ilí18 , it

is rec¿r,:.ireci to ¿¡¿¡lyse the resuli of incone z"-nd- e:'lplo;¡neni

gene:rai;ed u-nc'i-er the e;le:¡,Þt aoti-¡i-ties. ,3r¡iing, to tire l.acli

of Ò.ata concer:,ti:-r,g incc¡rle ge:rerated- b¡' ihe ta:c e:'rempf ion

f ir¡:s, i;he r:nlir ttey þo est'iilate t.his is by u-sing Nhe ai¡c¡un.L
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cf to'ba-"Ì- ittr/estr:eni by +,hese f 1r::rs anO. 'i:he inore¡rental

caciLa-]- cu-ipu-t ra'cio " ilhe in-cre::,re.lrtal- capäaL cuipu.i ratio

itr ::.re.nuî zciv-r i-nrs 1s e st i,¡natecl Ûc; l¡e I : I i'lh ioìr ì s iro st '- ii'lel i/

nira'c it is in i:lost i.lnåercl-eve]ooed coun'br i.=.25

-L';\Ê1,;i;iVT

t-ilc,Jr,,¡i GLli jiiâ'lii'lG .jjj'-¡-:C'f,S cF 1.1'iVjSTrl.¿ìrl I;'l
i)irlr,i"*r ilc f l-v I:i-' frIS

l-nve s bnetrt -t'l1co::.ie
-ì-ilcrease lÌef ce.p i-ve. ..1-nooI¡e

-l ,a r'v a a c' a'l¡ ?J '-VJ- uwrv )

,innu.a-L riverage
Fer carsira

-Lnoone

\.jP t" J ( Þ"'rl . l I (i I
/ 'L \

\i.Di

(1) (z) l:/ ( 4.)

iirr^Y_F^ l-, I ^/rI L.-v! UV !r JVJ

rll¡oi'l¿¡¡'ì
- 

!:aJ L-to.:1,¿

ilLoii- l-
-t )t.,lt'i-Z

LL).3J
ll.9. oo

)-pt) "2)
-1 (i
!"))

í lt,')

rl0'iln: i3l The es'Liilate of tolal invesL:¿enb in ta.x
e:teilli:t f i r:ns be'bi,reen !9|t9 -L') 58 , (9 )¡ears ) , f ro:-'l ì:'Iat i.o na-l
Ta.:l Journa.L, 'j'ol. iilîr, l,io. :l-, ;i-arc't 1960, i:. 3Lp3,-i::2 ?he est inaLe of to'bal -i nves'b:Lient in ta>l
exei:rl:.L f lrir.s l¡e'b','i-een. T9 59-ac;66 (7 )¡ears) , fron. Tabl e :l'/.

-)',3 iloial popr-rlati-r:n in Puer.Lc¡ Rlco s.i the
enci of 1958 -r,ras 2,299,00Ó, in Thailana a''v the encl of L966

',les 37., 50 3,000 , --fro::l ilat'ì c:nal ie:to6raphic.

I.n. 'i'al¡le )íli -j, the f igu-res in úol-u:än (1) reÞresent

ihe a.Egregate invesinent ìry e:renpt ind-u-stries over a period

of nine )iears in Puerio iiico frotl L949-1958, a:nd- a periocr

of seven yeaïs in TÌrailand. fron L'959-L96é' Colu:¡.n (2) is

-// 1-,-' )i,enjam.in l,"i igg;ins, I con-oreic
IåÉj3glglgê u,nç1 ggl L"-i"-E ( i'ler";ffi-
I-itc. , \959) , p. 0+6,

jJ evelo:orlent- ; PJq-þlq4s,
;i. ',1 . ìdorlc¡n il: Cançtaity ,



T
ot

aL
 A

m
ou

nÈ
 o

f 
F

lm
s 

zj
 

þo
 

41
 

&
B

 
66

 
6l

 
zg

l
-T

ha
l 
In

ve
st

m
en

t 
9 

18
 

Z
l+

 
t?

 
23

 
1g

 
10

9
-F

or
è&

gn
ln

ve
st

m
en

t 
Z

 
Z

 
I 

j 
5 

Z
 

-f
5

-J
ol

nt
 V

en
tu

re
 

IZ
 

Z
O

 
L6

 
Z

B
 

jB
 

U
j 

LÍ
¡z

N
o.

In
ve

st
m

en
tG

ro
up

A
 1

 
Z

 
Z

 
g 

Z
I 

15
 

50
N

o.
In

ve
st

m
en

t 
G

ro
up

 B
N

o.
In

ve
sü

m
en

t 
G

ro
up

 C
 

Z
Z

 
j5

 
38

 
29

 
U

Z
 

t+
Z

 
Z

O
'B

ca
pl

ta
l 

2I
2,

t+
O

O
 4

2?
 ,

L?
 5

 
23

? 
,r

+
58

 3
B

o,
 o

2o
 5

29
 ,l

-5
2 

5O
g 
,t3

O
 2

,2
g5

,3
35

N
o.

T
ha

l 
E

m
pl

oy
ee

s 
3,

93
? 

Lz
,4

o?
 

5,
11

0 
6,

].4
0 

r0
,9

61
 1

0,
l5

B
 

þ8
,g

13

ÎA
B

LE
 X

V
II

IN
V

E
S

T
M

E
N

Î 
U

N
D

E
R

 T
A

X
 E

X
E

I{
P

T
IO

N
 P

R
O

IT
IO

T
IO

N

L9
59

sO
uR

cE
: 

T
he

 A
ge

nc
y 

fo
r 

rn
te

rn
at

ü.
on

al
 D

ev
el

op
m

en
t, 

pr
lv

_a
te

 E
nt

er
pr

ls
e

In
ve

gt
B

gn
t_

O
p¡

oo
rt

un
ltl

es
 l

n-
 T

ha
ll-

ar
uL

 (
B

an
gk

ok
: 

un
tte

d.
 s

ta
tff

iF
al

ro
ns

 
lq

ts
st

on
rõ

-M
ffi

ãi
aW

:

19
60

rg
6L

]-
96

2
t9

63
L9

6t
+

T
ot

al

H \J
ì it



158

TABLE XVIII

DETÁ,IIS OF DOIITIISTIC & FOREIGN RIGISTERIID CAPITAL
(¿st¡.9],ISH}ldNTS IiIHOSË AGREETvIENTS HAVE ALREADY

BEËN CONCLUDED AI{D PR.OT./JOTION CERTIFICATES
RecsIv¡D), L959 - L966

SeL:ia1
üurn'ber

(1)

i'Ia Lionalit.l'

(')\
\a J

100,{å Thai ot Foreiqn
Establ i shlnent s

())
iìesistered cer

caoital_ centage
( Ba h-u ) oi'

Joint-Venture
Establishrnents

( 4.)
Regi stez.'ed Ðe¡

ca cital eenta-.qe
( R¡hf \ q"

1'o-ua'l
(5)

Registe,:red
canita,l-
(¡airt)

Þer
a:ea't,ê-Z€

t/
',3

t
/-
?

!+

)
6

7
(J
O
o

10
n
I¿
r3
1.i+

15
1o
t/

I8
10

20
a4t-I

¿¿

Thaifand
Janair
Chi na.

U. S. A.

-England
Fede::e-tion of
1-ov-"n ^.,!..vr :lraIl.y
'lrfr l¡ r¡ci ¡

Dr:n:narÌ<
Indi a
Äustrali.a
Tt.¡ I r¡
S.^Iitzerland
f sr¿-el
F o::t,up:e.-l-
llolland
Indonesia
i{ong l(onr¡
rlurma
Árgintina
Phi-1io,:ínes
Austria
Other i{a.ticna I itv

927,206,243 86,66
TLg,g3O,OO0 !!"20

l-c, crj0, ocO 0 .93
1 , 000 , 000 0.09

+

12,000,000 I.12

I,0?.5,72t4.,Lú7 5)+.90
2çI,ç'¿-5,t)()Ò L :, "62
I72,020,508 g "2A
I23,tPY" ,çtr, 6 .60
2ry C,)t1 )É.^ -r (^
att/-:)t.-)\., rc /t

z-5,82|ß,ooo 1. 38
2{t,l jJ,JJ4 7"t+3
22 ,4.q11,000 ! "'¿()

4 ,083,i') 50 O .22
r!t', 599 ,? 50 (t .lB
11,,7:¿7,OOO 0 "62
9,57B,Lroo o"5t
7,000,000 0 "37
6 ,3t+1.,000 0.3!r
6 ,?-47,750 A.33
6,000,000 0.32
Lp,T+9 , 5oo o .2 5
3,75Q,000 O.20
3,000,000 o. L6

850,000 0.04
100,000

75,377 ,000 4.03

!,a5?,?3),7!D 66.5(
4!1 ,355,01)0 1¿t."ôj
772,Q20,6A8 5"8:
!33,1t'56 ,C9r 4. 5L
'¿.8,r!+3,25C r.()(

?_5,828 ,O1C 0 .?,'1
24 ,7É,2 2.21t. r.! îi!- ), ( -.ì),,))f r. /:

22 LLO¡J ÔñÔ Ô f7I
L¿1'f ì-5 

"¿" 
.r.1.-

1ó,n83,tì50 0.5t
I+, 5'-:? ,7 50 n. 5(
11 221 

^ã^ 
ô ?:LLr l* í rr l v

] \JA LLnn ^ e'.r)l\)t-rttv ',.):

7, 000 , 000 0 .2-'
/r , 341 ,000 A "2.
6 ,?47 ,7 5A 0 "2"
í:, COO,00O 0 "2(
lr ,LLO 1^.\ 

^ 
1t

3,710,000 O.r
3,0()0, 000 í). 1(

850,000 0.0r:
l-00,000

75,377,Q00 2.5(

Total- I,A7O ,I."5 ,21r,3 100 L ,869 ,549, COo 100 2,939,'Õ85,z-Ll) t)C

IOTE: 3rd col'.rnn shoruin,q reeistered cali'ual
coÌ1:trlanv :Ln r^ihieh ,share holder.s a-re of

4i,h eolwrn shorn'inE registered eanital
nationals i^rhose ce.rita-l- are rep:istered
oartnership exc]-ud,i-ne -ioinl r¡entures.

of the oartnersirip or.
the sarne nat,i onality.

he1d l¡rr Thai ey forei En
-uoqe'uher e-s ð- eorrÐanv or

Sources: Board of Iirvesiieent of Tha.i_land, Research ancJ ,Statistjcs
Devision, Bangkok, 7965"
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tire aEgregaNe rise j-n a.tnr,ral- incolie cal cuL.a'i;ec] fro,'r. the

caciia inco:¡e ç2.1 ovtla,led b;¡ ciivio-1n.9 ivlco:¡e ì:¡; io'bal pop-

ul-aì; ion. Col-r,lern (¡-l') :reÐresents the averê.ge inorease in per

cat:i'la inco,ne "

j¡ror-ir Tabl-e .ivL, it can be conc-l-ucie1- that: -ba:l exen.p-

lion proEra.tc iti. I'uLerto lìico is :lore successful than the one

in Thalla:ncl, for 1b has generated- a su'.bstaniial- increase in

per: ca.pi-va inco:n.e u'r to U-" S. '|i )+9.29 i+ith the ar/erag-e

i:;rcrease of U" S" ilj 5.+7 per year. ¿\L.though the result of

tar e:ce:n¡t1on progran in. Thail.ancl helped ùo increase per

canita" incrlrae , i i wa.s ::a"ther sruall t*hen coinparecl to Pi-rerto

iiico, in oihe:r word-s 1t has noi been contri'nu"ti-ng as i'ruoh

to :national in.cone as is the case in Pu.erbo i-lico. I'he g,ain

iir. ter:es of i:toome ge:nerateo by 'Lhe erer-lpì; progran ôepend.s

on the tota-l- a-¡nor.tt't of invesinent thall,ia.s aitracteô by the

prog,rail of 'ta:c exe;i:.ptions. Tire iride range of d-ifferences in
ihe :resu-l ùs of boih countries is cau-secl by the i'¡10-e cllffer-
enoe 1n total inr,'est,:leni unclerbaicen i:¡r those two countries.
'l'nrrestirrent u:rci-erbal<en in Puerto ¡ic,c¡ ovey a 9 year perlod_

was u. S" ¡i 14.0 ¡nil-lion r.¡irile ir:r 'ihailand. it -,uas iJ. S. i¡ LLi?

:rillìo:l over e 4 Trear oeriocl.

fhe rationa.]e behind 'bhe wide difference in aLtrect-
ii:rg investinen'b b¡¡ the ta.:ç e:renp'Lion progran can 'r:e justif ied_

bJ' 'bhe f e.ci i:ha.c z



160

l_. Pu.erto .8. jcc has a u.nic,ue econor|io baclr'grol-rncl-

of aùvarrta"Ee in that ii has a \reTy cl-ose ecc:non j-c Nie i+ifh

tlre LiniLecl Siates; 'rFu.erto ili-co is tlre onl;r aTea 1n the

r¡orl-cl iÌrat iras the Singular aj¡vanLage of being, r,'¡i¿6i:r the

i;ar1ff aTea of the i¡a.inl-and liniieÔ Siates l¡ut noi: sr-rb jecf

Lo fed-ere.l ia,-ce 3."26

2. Pu-erto tsico 1s cl0se to the unlLed- s'bates ¡rhich

1s the world-ts biggest capital e-:{port colì-ntry, an.ð-;''lith the

free itoverae,rt of ceople, good-s anC- n.on.ey betr*een both of

the;¡, iþerefol:e, 1t 1s easier for Fuerto .iìico to a-vtTac>t

investr¡.eni fro:il nainl_and_ U. S. ;\. ;\'l so â larger percenNage

of tota-l- investnenb in ?i;erto -iriìco belongs to tl're people

:flro:¡ United- States raiher than the 1ocal people'

3. The ta>l e;ieitption progralä i:r Puerto iìico is more

eo,liJrehensive airil irroa.O-er tþa3 ilr- Thailand in the seilge

tlra.t it 'of f ers greaf;er su'bsid'1es 'bo bhe e:rtrel:reneu-rs ' r'or

e:caälpl.e, the e:lenipti-on. i;r Pu-erto Rico allo'.ts for ihe e;lisf-

inr¡ f irrls cf favoured- ind-r-:-sfries bu-t in thailanC iì; is onl-y

al or'¡ed. for ihe r.er¡ clesignaied- ind.u.stries. Ib is naí

appl icab1e to e:tÐail S io:n o f an exlst ing incÌusir¡r . 'Ihe per i-od.

of ta>¡ e;leltptlon offered- is also longer than in Thai-Lanå;

ziayLor, 9!. gÅ!.,p. 5. :-ttlhe faci tlta.t fed-eral
Naxes are no|'leviecl in Fuerto ilico Ílay be rationalized" o'n
tlre Þrincipal of no -va-yia:tioir lti-ihout representation; Fu.erto
l:iioans are i't,nerica.:n citizens bu'b àre rei)resenterl- in con-
,gress onl-l¡ 'ay a i.esid-eni Co:n::lissioner, t''iho has no vcle.rr
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ib is 10 years in Fu,erfc l'1oo and. ii is only j ¡¡ears in

'îhail-anc. 'j,'he longer the perioci of ta:c exenp-Lio.n. ofîeree

ta i;he e:rtreprenelr.r, ihe ncre berref i'L ihey itj-lI receive

in ilre for¡r of prof i'b ::etu-.rn" Prof it is a" :ra jor factov in

ciei;er:ij-ning the invest:aen'b clecision.

Änothe:r i:':.'¡ortan-t facior i;hat the i:re'.'¡ f ìrns u.nd-er

ta:l e:rei.',ption g,enera'bed- i¡as an in-crease 1n eilployl:ent :l's a

:resrr--l-i; of ner'¡ invesû:r.ents ',ihi-ch i'rere u-nÒerbairela. Unenploy-.

rren'b and- iì-isgu.ised- u-:rer,rp-lo¡,ri:e.n.''c have e-'l-r'iaJ¡s been the biS

proì:ie:e fr'>r rlos'b u"ncle::clevel.opei- corr.niries. 'l'he i-ncrease iie

ä'anu-fectu.r'ìng investnen'b noi; onl-¿i ]:rings forth a:n i:ncrease

i:r e:,t,ol o¡"rrrent 1n l¡cih counbries bu.t al-so resuli;s i-n rising

productivlt;v. ln Fuerto .iìico 'bhe to'ba.L e:ipJ-oyraent teijter-

s-'LeC- l:¡i 'bhe ta:; e:rei.rÞt f i.r:ls is esiiina-ieC' 'bo l:e al¡ou.i 35,ACC

r"ior,lre::s ai i;h,e end- of 1956, :rhich ,'ias abou'L l¡lt. ;oer cent cf

:.ranu.facturinE 6¡11p-lsrr-,¡çnt ano- é.) per cent of tota.l enpJ'oy-

,lerl'b, ,;Ìrile i:n -ll.railar.cl e::nlo¡r,',.ent ¡,enerated- rt-nd-er Èhe ia..:

exerll:tion Þrogra,r.t. aL the end. of 1!óll uas 48,8-r-3 ,or!rcrsZ?

(see l'ao-Lo ,,'i _L_L J .

Tn. aor¡raislng the la:l e:lenpiion orogralns ii is al-so

eopropriate -bo ana.l-yse the structu.re of the exeri-r.Þi ind.u,stries

^)rt-( ^'Oi,'ing Lo the l-ack of ia.tz on e:a;cloyrren-r, in ¡i:ai:u,f-
actu::i:rg ancl lotal- eïp-l-sy¡¡sn'b, in ihe i,:hol-e coun'br¡r,
eil.nlo¡ilrent in 'bire e:rel¡.¡t secLor oan. no'ú be calcu.-ì-ated- as a
pe::centa.ge of eï:Þloi,'irent in the ,¡anLr-factnring secior anj- as
3. l)?Tjê'ûia2;e increase of tota"l eiiLþl o¡ryrrent "
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l¡cth in ier¡,s of oil,îerShiir an'1 natu-re cf the f irn. it hal,s

'lreer observe,:].. i'naí i'ee 'ra jorii¡,¡ of i nvest::ent e"tiyacted. b;r

lhe exe'r,ipi ioor il:r'o:.:rerl car,e f roil rLainl a"n,1 ,; " i-i. i... ia 'i;he

íorril of o.irec;t il'uestrre:.rt rab\ey ihan loans tc Fu-er'ic

nicans " lt-t is ihe na.i-n ÐurÐose of the e:ce,rpt prrJgrar.ir i:¡

ilireri;o Bioc r:a d.ral¡ capita"l fro¡:¡. the i¡aitrla.nd as ¡:tl-:,ch as

Ðcssible ir-r orde::' tc inoustr r.alize he:r eco,'toliy" Fuerbo

É ioo , r;iih -bìre I ir¡ ited, artoun-E o I -L a,rd arrd. the illoreas inE;

'oressu.re of po':ulaL iorr, need,s jr¡.,1u-sf rtalizal ion very baC-l :¡"

rlti,cng fhe Frrerto È.icans, ,,iho are lrcstJ-¡r err,_=.a"ire1 in agric-

ulbure anil oorrrrerce, 'blrere is a 7.zo)< ctf ino.u.strial llnoi+-

I eåge , lircareover, capi'bal resources in Pu-erto Ír i cc s"re

I irniteC clue to L.ol'r ave::age per eapila inoorrr.e. lherefor.e

blre sucoess of i-nclu-sii'iaLizat ioi¡. C-enend-s on the abil. i-t;,r 6i

the goirernr,rer"t fo atíracL q:ailf and- entrenreneLtrs, ,+i.bh their
23ca'i:ital, iechncl ogical skr.l-ì s, anci rrar''let cörlnectio:ls.

'Iìre seconC f a.c>et of ihe str.uotu-re of i:rd-us'bries u.r¡der

ihe exeil'lcNion proÍi,i:a:r in Fuerto Fiico 1s the nature of lhe

f ir:n in 'i.he e:c-ocrt ind-ustries. i{ost of the products ere

scl d. in ¡¡ain1and. U. 3. A" Iherefcre, i'L call, be jr,r,stif ied.

that the tax exerptlon progran has a. sujrsian|ial iLrfluence

i:¡ char:rgirrg tìre stru-ciure cf the Fuerto ¡lica'r ecoool¡J,¡ fro,,i

one ..vhich is agrlcultural I v orieniateC. to one ihab is

/Õ
.:lay-l-or. n 9_.tl o s!. ' p. -1-)+,
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jn.C.us'i.rial ya"¡ aa.teyia.ls e;_,ci:oi:i orj_enteA. ,Llhe resu-l_i r:f
this is to t"c.a.:Ke fhe ï,u:erio :i'ican ecoïr.o.rújr sensibive to ind.us_

fria"l flu.ciua|ior_r il ,J" ,i. ti. in.bhe fu,ture.
rl.s for Tl¡ailand, ncre Nlan jO per cent (6.6"5i:,!) cf

Lole.1 i:lr.restrrent , u_ltcler lhe Þïo¡rot io:n of .ba:t e:;e:,.:;:t rotr

bet'1,',Ieen 7959-7.9(,(., 'belongs tc¡ the iÌra-i cit izen (see f,a.ble

'('JIII, 'lol u-:¡n 5) " The rest cf this is izrvesti-renb froit
varioLr.s na,ticn"s, of which ;apan has the 'biggest peroeni-age
(11,'"01.I) artong therr" It is the ;,¡riterrs recotnrn.enCaiion

r'ne"t, ihe pror'rctiott prcgrara iri i-hailand shourld put rrlore

ccncentration on ch'awing ca_¡:itar resources frc,r the locar
,oeocl.e r'ather than fron foreign coun.iries. Llhe raiio:nale
of this argu.:nent is as fot t-ol.,rs:

l-. rhail.aird 'ì s a þred-c¡rina.nr7.;y agricu"l.turar. ccu.ntr¡,
in l¡hich agricu.lturaL proCi_r,cts stil-l_ carr J¡e j-n.creased by ilne
inbrocluction of nod-ern techniqu,es of c,u_l.tivation, irrigai-
ion, f e::t ll-iza.tion , etc. ,ihe t¡or¡ut at ion to I and- ratic is
nct ser¡erelJr high , anC- in an¡. case ind-ns.br. ia1 izaLion is noi
as u,rgently need"eC (refer to Chai¡ter I1.L, p.gZ)

2" Savings in 'r'hairaed are not thai lcw in coirpari-son
io scr-rre other underd-eveloped- cour-ltries as can be seen in
i-abl-e ,iri wirich shoi¡s ilre nost recent data yet purrr ishec..
lio'¡¡ever, Nhese sar¡ing,s ha.ve noi beelr d_ra-l¿n .¡uL tc be

effec'bi-.rel-;'¡ usecl, for -,:rost of savings .;{ere kept ire ihe forin
of r-rnproducLive capital sucl,i as gold_, jeivet s, I alrC
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spec"ril aliore,etc. ;,ioreover, the higher in-co¡ne group is prone

tc spencl parL of bhe ir incone in conspicucu-s ec::tsu:rpt io:n 
'

whereas 'bhey shoul-d be saving moÏe. If the governnent tries

.Lo eclucate ÕT pe:rsuacle the peonle to sa've alrcl to invest

thelr sa-,rin,3s in a prod.r-rctive wâÍ, it can be expecNed- t'hai

tlre ca-nltaL func for invesbnenb in industr;r fro:l the looal

,oeoole ca:r be increasec, and. less oapital will- be neeclecl

f ro¡it fore 1gn countr ies.

t" loo ir.u.ch foreign. investLaent in the country rtay

l-eaô to the loss of potitical- anð- econony policy =uril} be

und-erthecontrolofthecapitalox'Inerccuntry';¡hichoften
l.ead-s to hesitaticn. when lar¡s aTe passed- or pa-rticular cases

àTe exan.ined. ;\v1I cou,ntries in this I"'rorld- should- have the

right to r.un their oiun poJ-icy and. al-so it is the prid-e of

the ogltntry. :iltlTough Puerto l:i.ico has been successful in

using the exenipt progralx in variou.s respecNs, su,ch as

increase in þer capita income anò en,o]oy:lent, there is

l-it,tle evid.ence that l-ocal inveslors have played- a large

rol-e o Tï! Thail-and- , even Ntrou"gh ihe sl-lcce SS is Ie ss , the

local investors have 'oeen nore invol-ved in using d"onestlc

capital in ord.er to promote the econo¡ilic groivth of the

nalion. Furtherlnore, the coun'bry i'ril-L, face the problen of

capiNal ou.tflcw t'.Ihen foreign cora.panies send- the prof its or

repatriate to their ìromel-and-. This case r,¡ill cau-se Nhe

,oressure on l¡ala.nce of paynent of tne country.
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L1'" It is :r'ena.rrlrable iLn"t inost of the i,nvest¡nent in.

Pu-erto Il.ico coraes fro,-¡r nainland_ U. S. ::,"; hoi¡-ever, PuerNo

i. icc and- U. S , ;i. are st il I un.der the saïoe country. Bu.i

for Thailand. if any foreign investments exist, this neans

that iheSr coi¡e frcn other countries which f inally wilt pose

the proble:r as 1n nu-n.l¡er three above.

'1r i I)T J: .'¡ .r29l-..:r!!-J 1! ll!

il0i,fSIIC l:iilT S¿\VTitiGS Ii.I liCiiL:';i COUt{Td.IES
(t:i. ô.tliir ¡:i e-ri:\
\ i .jII v j:\l I v! u-,.,.I: ,/

J

Year ,Domestic \Tet Saving

Tof al C overn¡rent Pr ivate

ðLrrr¡.a
^a-,1 

n^'JuJfVtl

'!g-it¡¿n
fecl. of \':i.aLaya"
India
Japan-
äorea., Sou¡h
Pakistan
Fh il- ipp ine s
Thailan,l

rol-ô
L9 6a
L9 60
L9 59
ra<a
L9&
Lg é,0
L9 60
19 60
L9 60

10
lr,

1?
L3
l1

6
2
b,

.] ,])_)

5
2

u.

L

7
5
I
B

+
0
2
2

(.
o
O

10
a^

2
2
2

t_1

SOU.A.CE: Uniied. lTations, yearbook of idational
:rSco.u.nt s Sta"j isi; ics (ì'tç-r yorh: ¡ãõãffint-of ffiic and_Social ;rffairs, 1.961_) 

"

29__-United. ¡iations, prqblems of Long,-term .Jconoinic
Pr? ie ct r_-gnB : _r+i;þ spe_q i?"rence iqlisia E"n4 the dgl æ!. Hepoit-õf tne-third gr.oup-õî-e:rperts
on ìorog.I'aruo.ing f echniques (1..1-et¡ york: jjconomic con:¡,issionfor :!sia and- ihe Far .lasi , Lg6j) , p. 6j.



1,66

'ilÌre se ccri'J le,cei of b ire i:rå'-rsir i al stri-rci cr..re i.i-ncer

1;he e:rerir:-tion ata¿ra: i-:r 1¡¡e-j-'r-.and, also differe:ri fr.cr
i:u'-er'ic ?'1cc, for Iha-ilarrd indusbries 1s not e:ii¡ort 1nj¡1r-sf3-1r

bu-t Lhe rlai-n Ðu.rpose is f or iiri;:ort subst i-r,ut icr. r 'os L of
Lhe orcdu.cts are sof c in the l'hai ;rarrre'u. L L i¡oulå be írore

d- if f icu"l-t :flo:' r'ha i-'l-and. to !'.ui -bhe ,'aair¡, illlr co se cf r i:ciu-s -
trial ,' rcgï'en into e,-;-oori 1i-råu"s'br¡¡ l- i:ce ¡u,eric¡ ji ico. Fu.ertr:

iìioo e;rnor'1;s'bhe p:r=od.uot;s io u",i.,-:"" i.n,rhicir bl-iere is no

tariff anct an¡r barrier. fr:r. '_lhailanC unl ij¡e F,u.er,.Lo Hico
her e>rnr¡rts hav-e to sell ir-r ¿Nþs¡ cor_r.ni:r:ies in ,;¡h1ch ûÌrere

a-Te 'i;arifís anc varii¡us ì:arri_ers. ilcre.¡veï., in ¡hat pari
of iihe worlc. iaÞan is il:ie :nosi ad-vanceo. i.:rclu_striat ized.

ccuntr¡¡ and has lreen "n.arxe1:ing her pr.¡ducLs in a-'l-r thc¡se

areas, 'bherefore, the oonpetition is ra.ther high a.nd Lhere

is verlr l-1i;tl-e oh.ance fc¡r rhail-and- Lo coi¡ipe.be rti_th Japan.

it is noi:-cea.r:r.e froi.. L-abre laurr that, :rost cf ttre
investr¡eni u.nder tne elieÍr.Ðt Þrograïn in l-.haila_nO" fall.s inio
cz'or-r,Þ C '¡ihich has ihe lo¡vest pricrlty in the ;ìct, iri other
l'vorcls, ind-ustries r,rlhich have less r.r,eoessár.7.r¡ ân.i lesS
sigrrificani c:ontribu-liorr Lo the econolr-rJ¡ of ,lnai]a.nc. lhere-
fore, it lncicates tìra'L ihe prcgran. o.î ba;¡ e:ren¡:tion has nc¡t

bee'r fol-ìorrj-rrg ihe d-irec¡ion Cesired-, if these investinents
i'iere fc be in Grouo .i a.ni Grou.p ¡, thei¡ .r-rore ',¡ou.rd be cci.r-
iribnted ic trre eccrr.or-n.io ,1evelcp:ter:t of 'rnailanc courd- j:e

exjlectecl-,
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ill:e pr.err i ou.s d-is cus s ior shcr"üs iha'L Nhe ta:r- exe::itpi 'ì o ir,

progïer oper'etec]- in Puerio nico has oor..tributetl- a greet

d.eal to the incr.ease 1n nai;ional- inooi¡e and- in eriploJ¡rr1eni.

7n.'!\ta.iland-, even lhcu-g;h bhe p:rograi:r has contrlbuted to an'

incf eaSe 1n ns--v iO.na-| incoi¡.e aY\ð- empl-Oyne ni , i;he tate o'f

j-:ncrease is rather l-or,¡ when coj:tÞared- to Pue:rLo ir'ico. Scrie

brlef recolu-r¡endation can lie givel¡ her'e io prr::rote the r'a.:ç-

e:seri¡.]:t1on pro tTa.T!, in fhailalrd- ilr order No achieve the :*¡a>:i-

trtu-t-u Þìl-rpOSe, .1 oe .r inr:rease nabional i:nor¡:n.e and- e¡nÞfoJ¡ne:rt

via. ihe inc:re¡¡ent of inves'Lirretlt.

1. '-lla;c exer¡otio:r shou"l-d- be üleasu-red- frol¡. the d'a'be

-i;he pro ject j-s apÐl:cveC- fo1i;he periccl of f i.r¡e :¡ea:rs'

2" f rviclenrls pa.iil d-uring the ere:'npL perloC shou-L"'tl

'ce subjeci 1,o ihe divid-ené ia--{, ss¡'"i:led with a. La'x a]lowance

on Þ:rgf ii reinvesbed-, foT this wll-l- encourage lore reinvesÌ;-

:r.enl "

). .lJa:i exeiap'uicl in Thail.and- shou,ld. cover the

d,esirable ind-u-siries thal are aLread1¡ existing br.i-t that r,vant

to erpand- 'l,heir oÞe:ra'Ûion.

1]. ?he lax exemption pf'ograra shoulo- ir;' to a'ucid- ühe

crea.i'ion of ru.onc;pcl;1r unless the prod-u-ctlon of one f irn is

sr-,-ff icienb fr:r the denaild. AN the saïle 'L1¡¡e it shoul d- nct

enc:cu-ra5je f lrls Lh-a-v proC.u-ce the sa.í1e orr¡duci j-n i',hiol1 fhe
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*orod-rr-ot r,-ray overl¡Ìreli.Ll the nar.liei d_enancl , a.n.ù leaci the f .ìr¡ls

to prod-u-ce aL lor+er than fr:.11- cap¿.ciùy which lvill cause

econo:,tic: itasbe "

5. Tn case the new f lrrirs are engaged_ in asse¡nl¡r ing,
which is the nei'r thing in. fl,raila:¡d- and. ¡riosNly betong;s to
f ore ign ooìtilanie s , -Lax exe:m.p'b 1on shoul C o:rl;r al I ol,¡ exerûÞ,

tion to f irns tha'c l.¡ill prod-u.ce a substan.Lial increase in
the valu-e of the prod-u.cts, i,-hich are f.ikel¡r io be 1n. i;he

fcrr of labou.r and. rar.,¡ naterie.l.. The value acld-ed- should_ be

a.t least 25 per oent of the iotal oosi.3O

-llarif f fncent ives.

Eesices tax i:rcentives , La.riff incentives ar so have

a signif icant effect on the proinotion of ind_u_strial d.evelop*
n.eni if proper-ly arranged-. rt is i,¡id_ely i,rsed. in nosi
cclr:lltries rvhicir- a.ye seeking to inåust:riaf ize, ,i'ariff

incent ives cou.ld. be oollsid-ered. in "c,;¡o d_if f erent contexbs.
one is tariff e:rer¡-i:tion on capital goocls irnp63¡s¿, - seeond.

cne is ta.z.iff protection fc¡r home i,ndustries,
f . iaf ift e>le:¡,otion on c_a,ultal goeds iqpog*b_eg. It

is irue that i¡ost of the un,l_erd-eveloped. coLr"ntries have e
shoriage of caoital good.s--n¿"chiner¡r ¿p¿ tool_so equipnent,
locorn.otives, poT.,,ier ,or-an-i,s and- other insüaltations Eltat e're

3oT"yro", err, qi.-ç., Ðo 53,
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requ-ired. for incru.st::iaI cieverop¡ä-ent.Jl ,.rld. they nrist be

im.¡crted- f roirr -r,he rïore t ad-vanced r co untr ie s . Theref ore if
à governnent has a sÐeoial i;ariff e:lemption for .bhe invest-
ors' it shou-ld- be able to eïrcourage :nore irnports of caoitaL
ßoocLs in orC-er to stiilu.late lnCustrial gror,ith in the coun.try"

Tariffs constitu-ie ày\ i;-n,oortant ,oart of revenue 'co

the gorrerrreent in irost und-erd-everoped- counùries. llo.:.,i-ever,

a ten.porary loss oî re.¡enu-e fron ta.r'iff e:rei:;otic¡:ns on

capital goocrs cou.l d- be ncre 'l,ne.n of f set by the ta.x revenu_e

afier the ind-ustries have ôevelooed. anc beco¡le ta:cal¡re.

'lhe:refore, if a country r,,¡ishes to encoi-rrage prlva.te ind_us-

trial- d-eveloi:rneni, ii shou-ld. not cliscou_rage or linit such

invesirtent bJr irnposing a l-ar'ff on capitat goods. I{ci,,rever,
'bariff ere:n-otions on these good-s strould. be si"ole32 in ord.er
to na:riilize tlte a.'t,ia1n:nent of the objective; nairely, that
the countrlr t''rishes to il'r¡ort as r¿uch inou_strial ec,rr_ipllent

a,s possi-l¡le anci wilL. :rot ìncrease ihe cos.i; to private
inve stors u-nne ce s sar i ri¡ , i n ord-er to rsaínt-ain incent ive 1n

ind-ustr ial d-evelo r:inent .

3lUnit"d. ì.,]'aiions,,,IropLrlaùioie Gror,.¡th ancl the Siand_ard_of Living in und-ercle.reì-oped. Òou.n.bries'," tinited. i,raiions pop-u-lat ion D iv' s io::r, rerirarà c'rurn a'd- j:ì lcharc i:j . fi. icha-rcrson ( ed. )å!q"+-tes- Æ ;;,cqnoAlg !---e-.rei-ogP]r'[ (r,Ier,: yor]r: r{ol-i, :ilienart

32s i,.pl- in this conte>rt r.reans: (a) sirool_e in.avol.Jing coinÐ'r lcateci c_]_n"ssif ications of d-iri""ãii ,*ur"s ofoapäal good.s acc.:'d-ing to s?-,,re priori.ty need; (b) si'.pr6i?1 a"'/oiCLln¿l u-n.necessâr.*r¡ ccn,olicailon anä rrre,å taoe, on thepart of 'bhe inte,nd-ecl- i.raporter of nee,led_ .u:prl^l-'ã"ro"I"
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in Tirail-and- la:riff e:.renptioir is allor.,Ieci to prorncted

ind.ustries on ll,tnort of ¡nachiner¡i, lcaris, coinrconents ano

A''FãQCAA4TI Añ]u -'o.,.ro,n-1", reo,uired. or on ra:¡ rraye::la'j s which are

not prod-u-oed- 1o call y.

l.:,r .leu.actor, irjÌ L96l+ tne govern::rent passecl the Tnd-us-

trie7. iJevel opiL:,e:rt :\ct l,thioh was des'igneô to p.r:or,rote

incentive for pri-r'ate 'ìnvestr¡eni. By this ;\ct favonred

ind-ust::ies i'¡ere a-l_--l*ol¡ed- fu-l l_ or oartlal- exenp'Lions frcll
inpcrt d.uties on þel,,r iÌtâchinery and. its spare parts. The

¿\et also al-l-ol¡ecl a 2A per ceyli red.uction in sa_l_es ta:l for
a periocl oí three years for a1-1. ner'¡ i:rclustrial enterr:rise.

In Feru-, ilî" L959 the govern-rrent instibutecl leg;is-
lat j-on which ',uas d-esigned_ to pronote nel.¡ and- ltecessarJi

i-rd-ustries. The:i,ot also 'oerlriitted- full- or partraL erie.x.ll-

tion fro:r ii-irpr¡1"f C-ui;ies on neL,¡ reachinery ancl equiÞ:rLent noL

i.n co::ilÞe'b it j cn r¡iih. s inilar d"oine s'L ic oroclu.ct s , enð, on ra.¡¡

:lalerials ancL inter;necl j.ate goorls nr:t prochr_oed il:r ,Deru,

2 " Tarif! .o-]lgiect iol;r. ;trnother universa.l li¡ e.ccepted_

i ¡rcen"f ir¡e f or inclustriaj 'åevel oÞ:irent is trre pro ûe ct ive

tariff. -1-t is u"sei)- b]¡:rost co'¿ntries in their i:n.i'bia_ì_

stages of ln¿urs'i;rial cleve'loT¡iterrb to inprorre the orospecbs

of cor¡.lrercial p:rof iiabllit;r 6¡ e"r, incli-r.strial ;oro ject
suf f icien'bJ-¡r to a'tctac''c invest¡ient. '_tlar'ìff proteciioir has

l:een used si;ccessfu-lly b]r such ooLr_ntries as ihe U" S. .\. ,

Ca'na.da" and- Ja"Þan. lo:r: e:canp_l_e,the oì:jeciive of t,re
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proieoti-n¡e ceriff ..¡f Cena.da .,,ias 1'rritten in L)21 z

'_ilhe objesf'ì1res of the .crr:tective sJ¡stei in Canada.
have been and- shoill-d- continue to l:e:-

(a) îo Ci:r:i:n1sh, as îar as possible, the inno::i-
a'Lion of good-s frorl foreign ccuntries ',rhich can be
proii,:-ced a"'L ho¡re "(b) .i-'c¡ f ecIl|iaie the in.portabion of rax .na"terial s
,¡¡h'¡ch ca"n nc¡t be nrod-u-oed- ai hoi-n.e

( c) To eucourãge tire e,.lÞorta.t ion cf Cenaðj-an
:later j-a.ls as :fl in-ishecl products.

( d.) io i"-ta}.e Ce.^nacla sel f -contai"necj- by C.evel o oing and-
encoura¡ring lrlthi:r her l¡ound"aries all l.eg1i irlaie 1.
ac'b 1v1'b 1e s ihaL will g ive o ccul:at i cn tc Ìrer peoole " 

/,

iis can a.lreail;rr be seen, the chief ju-s-biflcalio'n fo:r'

the r.i-se of teriff proteccion ita the i::lcl-u.stria1 !7¿13ion of a.lr¡¡
îlr.

ccu:rt::;r rri-Ì,1- be the j-nfa:rb in.d.u.s'ûries ar3ir"i,tetit.' ' 'i'l:ris

a.rgu-iaent raj-ses ihe poini; 'Lhat initlally, a cou-rr,try is
u-nable to pr'oduce â"n otigi-na11;. imported- prod.r-r.ot a"'c co¡pet-

1i1ve ccst oliing to the l-acli of tralned, noricers, el(per'ìence

e.nù so forih, r'herefore , Ð.vera-ge prod-i;ction costs ere

f.iirely 'Lo l¡e irigh..,. Ihis c¡bviousl-y te:nås io nalie a ne,ï

in,lu-str;i pati iol-¡.-Lar-]Jr r¡ulnerabl-e to cr j-ce conpetitic¡n froi,:,

olcler esial:lishl:renis in in.Ju-striaj rzeù cou.n-br.i-es, esþeciall¡¡
fro¡r. those -irhicir hacl prevlou-sl.l¡ r¡arketed part of ihel::
outpu-t in the cou-:rtrj¡ in qr-testiorl. Ì{ellce the abi-1 ii¡r s¡

-ôt)Cane.d-Lan 
i',an1.u-fa.ctulr.ers t Àssociation, lhe Tariff ,

Puì:-'l r-sheci blt the i¿nad-ian j,lanu.factLr.rerst .irssooffiiõnl-fgef .

?¡lt'- Charl es F. iíind.Iel¡erßeï', -'-4!eryatlonat ,lconorn.ics
(-Io,'tet,rcoC-, Il l in-o 1s : .r ic;ha.ri- ,1. ]r-,.,ri". ]nc. . lg3Ð . --_
þo z\',/.
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estelll isheci fore ign p:rod-Llcers'bo un.Cercu-t o- ,e-,:ï clo:resi ic
en.berorise is ofien a signif ica-ni d.eter:::ent tc ind.u.strlal

al
e-rlÐans io...))

Ui¡.d.er these olrcunstances ii is 1n'i;he interests of
the g.orrerniren,i of rL¡.a.i" count:'y io grant tariff .crotection
a"gains'b foreign conþetitio:r No ensìre the establishilent ancl

d.evelopnent of the r¡eit l-oca'l in-custry through prof it inoen*

t 'i ve s . 'Ì'he co st of lnclu-strial Cie.¡eL.oþrlent to tire oou-ni;ry

is not -r,he absence of custc¡ms clr-r.ty reoeived_ by'bhe goverl:l-

iren'b, l;ut ra'Llie:'the hïgh price the people have to pay for
'bìre 1oca1l--r--p:rod.u.ced good-s. ,BLr.i i,¡hat of fhe ten-oora"ri--1 .¡

increased pr j-ces pald b1' ¡¡" ccÌÍlsturler? Ib i s :reascnable t,¿

assuiie thai :.n far¡oura-ble insta:lces, once ctolirestio lranu-
'Îaclu-rers arlain a suff ic1etrb1.¡,r lol,t ccst of lcr.oduotion ler¡e1,

orices ca.n be :¿"edric;ed io even below tire rer¡el oí in¡ort
Þrioes.

l'arlff p:'o'Lection for infant i:nri-i-r.strJ¡ is a usefu_L

a¡re effectlve neans of achievlng prof ibable ind-ustria.r-
izat icn onfr.' as long as ii re-nains t.eraÞorart¡. l:ioi.,¡e\¡er, Ncc

high a. iariff could be unsu.itabl.e aL:l,f urnfair for lhe con-

su.i¡Lers i,¡ho have io bu¡r fhe proclucts iribh hi¡¡her crices

35"'-unitecl i aNio:ls, ".9_¡c-cess a:lC Froble,is of lnC-lr.s_
ål;al- lqallqg rT,r:l ercsve1o@Ïlunt:: ieîTîGn yo"¡*
;jeþartr.elr.b oÍ' tjconc,ri o anC Social Àffairs , .L955) , p. Z,l .
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u!'rd-u,l)¡ l-ong '1ue i.¡ the crolonging of ie.-riff pz'r:beciicl:r"

Ihe most i¡¡pcrtani point l'¡hich shou-lC be carefu.lly taL-,en

into a.c>cot-t-nv is Lo ar¡o id- iar'if f pro bec't ion becc:'ring a

pe::rrane nt on,e " l.hls is beca.use , o jloe an indus|rSr is s Larted-

r¡itl:i the a"id- of tar'lff proteciion there tencls t'r be J_acl,;irg

tlre irr¿s:riive to beccile eff icient an1- self -real- iz:-n¿

(parbl-rr, ouing 'bo ihe Iac.te of corr,oet1tion) .

i-Lno'bher aspeci cf Na.rif f protec'L io:n arises here ¡

.ihere enbargoes o:r very high o-u"ties a.re recluired for
the pr'otecllon of a l-ocal rnCu-stry, the bu-rd-en on the
econon.\r a"s a whole reo"Lr.iT'es careful scfutin¡r, for . o,
1ts excess cosis l:ra.y consi itu,te an appreclabl_e hancli-
calo to a1I those activities, incl-uolng other
nanufacfu.ring, esNabl-ishri-ents, which. d-irecti_y or
ind-irectl-y purchase its hig,h-pr"iced_ proAu.ct. In such
case, this forrc of reacfion to keen coapeiition frc¡r
foreign factories üalr tend tc m.are the local industrlr
an inpecli¡rent to furlher industrialization. U,o to a
point cheap iinports are a'n adva.ntage in :nainta.ininp, c/_Ievels of l-iving anC in keeping inôu.strial costs lorr,r'

ril-so, if 1N is the cese that the ind.r-rstrlr cannoi

surr¡ive without the protection after a reasonai¡le pericd- of
f i:¡er sâ;r f ive to ten years, the cause ltu-st be d.ue -Lo

ineff iciency or scne inhereni cosi d-isadvantages. ¡"ny su-ch

ind-u.str¡r should. be d'ì scou.rag,ed-, unless it is necessary f or
,l-efence or other sNrategic reasunt.J7 ioivevern for this

¡1,tunited- jriations, 'rProcesses and- Frobler:rs of
t y re,J iz aN ic n in u nd.e r ¿ e velõp ãd-ffitîTle s-TT6ilTãriã
Depar|irent of Llcono:lic and. Social affairs, L955) , p"

?2/'llr-r-rra¡/ D. Sryce , înd-ustrial ÐeveloornenL: A
o*f açcsl-Sraljr:rß econo¡nic g@l lle',,i -{orEr E'Graw-Ë
ÊcoL< {ian:pa.ny, 7.nc", L960) , -o. 81"

lnCus-

rrr i ¡l a
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case, d-ireci; su'itsid.ization shcu-l-d also be brought in'bo

coÌ:ls iC"erai ion" I inal ly , 1¡ is ir¡"porta-ni to a.vo iC creat ing

a tayiff tra'Ltern tttav ^q! offend. a navion r¡¡ho is a p;ood

frad-ing partner io ihe exteni of inr¡iti:ng retal iatcry
tarIffs agains1, goods which tlie developi:rg nation erpo:rts.

In a"iiyactln.g capitaL for investment in inclu_stries,

a o:rotesf ive t,a.rii'l serves a du-al. functio:r: it drarus inio
ind-u"stry cattäa1 which -r.¡ou1d- be e:<pend-eo in less prod.uctive

d-onains , ald- above al 1, it opens the doo:: for a:r inf _l_cu¡ of
foreign cai:ital i,.¡hich otherwise Ì'¡ou.'l d. not com.e to the

country.

Iariff probectioir has another benef ioia.l siCe effect
in that it may serve bo strengthen the foreign exohange

-qcsition of a coun.üry, f :_rst , b:l attracting foreign capiNal;
second" through i:lport substitr-rtion (since 'bhese protective
inciu-strles norna'l ly would- prod-u.ce goocls rtrhich forr,rerly had lo
be i.nported.) ; ana thir.d-, by i¡rod-ucing good-s i¡;hich are

1Qe;rported.'" Secause rapid- devel-ooment, whlch entails
inporting capitaT. goocs, innoses a slrain upon the foreign
e:cchange pcsitiorr, therefore it is reasonable tc encourage

inc-lt-stries -i¡¡hich are foreign exchange earning, j.e. , eri:crb
ind-usbries, anå foreign exchange saving, io€", su-bstibutes

f or it:llpor'Ûs. Ël;r this po] icl¡, ccnsequenü-]y, it ¡,¡i}l helo lo

.l
.)Ç..*--t;nited. lTatio:rs, 9!. ci'û. , p. 5ô.
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iirrprove ihe ba--l-ance-of -paymen.ts of the coun-br¡r. lorergn

exchang;e is il:rpori;ant for bu-ying capital- goocls fot fu::ther

ind-u"str ial- flçr¡e]oprlenL . f heref ore , 'ì n und-erd-eveloped-

cou-n.tries, shoriag-:e of foreigtr e:<change is one of the inain

factors irhlcir retard- the tate of ind-ustr ieLization.39

P-role_q,Lion shou. d. ¡e ]-l¡,l.å!9.È. In 'blreory tariff

protec'bion shoulcl be i<epi to a raiv¡illuin and- TeÍr,Ð"ln flexlble

in appl3 oa1ion for the earl-iest possibl.e renova.l, for na.:fl:l

brancires of thai ind.ustry require some d.egree of protecf ion

in the ir ]n1t ial- d-evelopnent . i:e s'ì d.e s , there aTe instru.¡

nen]os of pcl.icy othe:: tllan 'bariff probection rihlch fþe

govegr:-rtent should- not ignore if it is anxious to inif iale or

acceleraie 1nd-ustr iaLizaL ì-on. at home. 'ilhe:ref ore , a nu.cIt

broacler ancl j:¡ore constructive progralr. is in ord-er L'nan nrerely

Nhat of rnairing itll:orts CLlff icu.lt to ,oltrchase by imposing a

h ieh ta.r if f .

jlhe governLlent mu.st eïls¡¡e tha'c nore efforts should-

be spent in esi;ablishin.g an eff lcielrt ne'Lruorir of ccmmuni-

cations and- transport, provid-lng su-ff icien"t ponrer, and- above

all , cyeatlng ad.equa.ie opportu-ni'Lies for general and- tech-

nlcaL ed-ucation. In acìd-ilion there exist such specif ic

iueasures a.S prorrision of creclit facilit ies , d-irect f inancia.l

aid., etc" , l'¡hich na.l¡ benef it parí icular ind-ustries.

)7I-bid-., Ð. ó0.
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Bu.¡ al'bhoui,gh iariff prcfectior-r.s in bhe:tselves er3 iroi

sufíicie:r'L i-nceniites for indu-sirial invesLnen'L in an und"ei'-

cievel-opod- ccurntry, i;ire1r na¡r encoulrage available factors of

prcc1uct i on- 'to be d-ire cteci into spe o if ic inilustr ial channels

uhioh riou-ld- not oiherlilse Ì:ar¡e been ventu-::ec-"J'l'O Jhus

u-nerrrclo¡ied- or lr-nclerel:tpJ-oyecL or L.ess produ-o-b -i Ve erioloyed-

:iaotr::rs na.]¡ be cl-irected- in'to incLulstri es i.lhiclt, clirectly or

ind-lrecil -,r , nay srr.ccee.J- i u rais 1ng proC.uct iv j-t¡.¡ of J-abo utr ,

atlC a-l-sc i:r cliversif¡ring tire econ.oiey and- in La"--'ri-:ri; l;he
)r-ì

f orr.ndai ions f or su.bsecli,rent itrch-isi:r ial ¿';ro,;iih .'"-

Iari-ff prc''ceotion en-cati-s sho:rt-ierii¡' -l osses 'Dy

sr-rciet;r i-f the rieticess cos-b" (i.e', þi3he:: plîice) rs 7r'ea'-ver

llran -bhe i.torna-l ¡_;e.i.:. if he:e il '¡roul_c re,c-u"ce -üctal- rtelfare.

It j-s rJe s r"rable , iheref ore , to ba1 a.nce 'bhe so c ial co st r'¡ith
lt.)

i.retii-.fir.Llin so ci-a'l arl-rrani;aSe ,-''' 3.t^r7 ile ep' ihe e;'ltelr,t an.cl cLurat ion

csî Lhe -r¡l¡-r'l-en oLr ine collsu:eilbo a ,"i"inin.u-i:r, ìio:: shou-tc-

p:ro'ce ct, ion slis'ta'i it, i;c bhe d-eir l¡lient of bhe coirrrluüily , en

unsu-i'Cai:le or i:refí j-cieni ind-tr-sir¡r. ilor'ievei:, iL is evid-en'L

tnej, the l-east Ìrai:ll.fu]- sJ¡sien i'rou-l-d- be one c¡f beritporarlr

l, 
^L!U-.- . - /()

Il)laJ.', Ð. CO.

ll.f__. ;
J-U!'J-o ¡

I t.D^?',>'la.t1f or,1 I'iesearch TnsLiÛute, EaJe 9*q glfflJ¿-
S cal-e I ian',r-faotur inp, i ir i coJlon j o 1,ìe\re]-o¡r'lqg[, Þrecared-'î or

-..-=î.____-::_-.----*
,-l1e -rlie::nat ig,lre,l Úcóþera-t ion '\d-lrinistrai ictl ( -renl'o !t.t''¡^,
Ct-ii.îcr"r:)-e.t Sta.nford- -fr.esearoh -r nsi;f i;u:te , L957) , Ð. l-17.
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C-evel oc:,ie'r,'t 'iartîî s grante.f o:¡ a Ìrighl-;¡ sel ective basis in

cr',1-er fo::riri¡l:ize'Lne -r:i-sir of tireir ì:eoot::ling per,"ra:r,e:n'b.

J.9.:-F:i.f'e- q¿4 Èialkåga-lç. J;siu-egï.

_rhe C.ef init ion of s:¡a'l I - scal e 'ì ::rc-us'b.::J¡ sltgge steC by

a Lij;f reÞori in l-9Jlì oi: ii'-lhe Der¡ef.oÞ:irent of j,-anufacturi-ng

f nau-strl¡ in llgypt, -Lsrael , a.nð- lu-r.keyil as : a"::1u-fo-c-uu-ring

e s'La-bl. i sh¡en"t s er1þl o.,¡ i:r.g te'n or ìnore jf ersons llere oons i¿ered-

nediui:r o:r: ]-arge-soal e inC.uslrles irhil-e ì;Ltose e:rrrl sying less
'cl¡an tnai i,ïêre oonsid-erecì io be sr-,ral-l-seal-e ii::d-ustries"l"3

.'ihile there is i:ro cl.ear-ou'i; d-ef lnition of a co-v'lap;e in,1u.s'bry,

r,Ie talle i;he te:::il to a.pnlJ¡ to ¡anufactur::ileg concern,s in ',r¡hioh

,o::od,uc-bion is cÐ.tried- on by the onriler hir,,lself with the

assi s-úance of hi-s fai,til-y, rel-af ives or' e" f er,i ¡aid. e:i,rplc¡rees 
"

Iir no oa.se r.ril.] -Lhe ter:r j:e a1:p1-ieo" to à cc:lcellr-r .','here :itore

tnan ni:re Derso:rtlì.s a.te erLployeC-.

¡ r1 1;¡¡ring io -ol an for irrci-ust-rial ôeve-l_oi::neni; , ¡'losÌ,

unc-e.rdevel.ope¿ cor-r-nfr j-es 'fece ijrese nrobl-.erils i

i" rr,ssi¡rjla'i;icn o-f a g::oui-ng. popu:_Laiion in the
-,;^-nl¡'i rr¡' -î¡r-,^^a,.v! -.r. -., r I vI vu o

2" Tire ::leed- to .¿1c11 yze exis'b1n,q¡, l_abou.r resou-rces

ilore ef f ic ie:,r tlr¡ .

/,? _.+) -tjnii;eC ìiat ions,,!he_ Devel-cp:iien.i: gi ..,,.!lzuIg-g!-q.J'-fl1;
l:rqqçlfl¿ l* l-g.Ip,!, Jç_jgçl a¿è jl.ll.:eU (:leii ior:<: )eparinent
bl: --'ãonò¡.-io a-'r¿ ;oc'ial*JfãïisîT9F) , Þo z¡.



L78

_" " jied.eol oi¡j-retn'b of -l abol:.r persol:nel llad-e :redu_nC-ani

bl¡ i 'l:no¡¡a'¿ i-o:-l i n and- soi:hist icaf 'ì on of i-nciustr ia-]- and.

a¿r ic>ul.t atal produrct j-on le cltn iqi-t-e s .

ii i nce the 1 e.oi; o I coiriþle:ne n\aty re solrr ce s such as

ca.oüa) s'bcolt ,3lives ::i se tc siructu.¡:al- u.nettpi sr¡:'iient o ( tn

aCid_ii -ion to seasonal- uneirÞl¡oJ¡6en| , ) l.o¡rg-ieril. .-ìi,_rpz'ove:äent

i:r eitployruent -l-evel-s ca:r- De e,-{þecteô io follor+ e>tlla.nded

capital- form.a"tio¡:r. r'he caoiial -intensive nature sf ¡na inr'

ind.ust:r:ial u.nd-erì;aì'iing,s, horiieveu, iend.s to I ii'lr.ii the

possibi-l itles of i:tc:reasing ern,:loJrjlent 1n tleis direcbion.,

thus forcin.g rel- j-anoe on co-b'Lage and. sne.l I ..scale inål¡"stries

r,ihi-cir requ-i"re on'l y snal-l capital inr¡estment.

l-nd-ustrraT-rzali-on is nori,rall.y presu-:recl to require a

h.igli d-eg::ee of oapital inte..nsii¡r ar"1¡1 ¡e::esult inevi-l;ab1¡¡

j-n al'i j-:¡crease in unenpl o¡rrnent of a. -ceohnol ogica] "tljnd-.

.ilhis irai¡ be un.avoiciabl-e 'ûo sorae e>cient in a oountry ',¡here

seasonal a:rcl aisgrr-iseó unenplo¡iäe lil-r, i s of a consider-able

a::ou.nt, a"s il¡. 1'hail and-. liet the crl:.cial proble,]] of d-evelop-

::reil.i in snch a country is thab of fu-ll-er and- rlore effective

util-izat io:¡ cf e:risting labou.r resol-u:ces il'r. ord-er to clevelop

',î.er^r sollrces of canttaL jflore directl_y re] abed- -c¡ the specif ic

eco¡Lo::tic enviroru¡.ent, resources and labour skills of the

ateà in ciu-esiion" .lhi-:.s tire eiiphasis in. lhe inclu.sirial_

cievelopiaent of such areas shou-l.d- be placed- on u.t íLízation of

abv-nd.ani lal:ou-r resol-Lrces raiher i,lnan on ihe role of scÐ.rce
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caþibaL resou".rce s. üo L bage ancl snall-sca-L.e i ncru-sì;r 1es seerl

'Lo [i-]-¡e good- pro:r.ise for ihis content" lis the UÌ,j Departrtent

oí Jcono;iic a:nct- Social .lffa1:r's observes:

uther bhings being eo,Lla,I, iherefore, iie ;:ost unaer-
cì-evelopei coir-nfries it is Labour-inietrsive yaLner than
capital-iniens ive inårr-siries cltal i.rould- aÐpear 1 ii.;e1.y
to possess 'Ì;ire greatest :rel at ive co:lÞet ii ive ad-vaitiage ,
even. r'ihei¡ Nhe ,rroclu,otii,'ity of labour is so:'oei,¡hat lo-;¡er,¿itan in the m.oïe ad-r,'anced- c;ou-n.tries.ill

Coita.ge and- strra.ll-scale 'inclu-stri-es can be jusiif 1ed.

on four nain grou,nds:

l" .lhe usua"l Þattern of conoentration oïl nor:Ì-coi:lÞl-e:r

;orod-u-c-bs :r.a1res 1nf ensir¡e techni cal training of i,',lorl<ers

Lrnnecessary" i-herefore, even the preseiaoe of l_oi,,,' ord_er cî
teohntcai sl<ills tencl-s io lrose no se,:ious lnanù:-oa-p. :{s

observed- Ì:¡r Stanford,ì.esearch fnstitu,te :

It is reasonabl-e to sLr-plJOSe I:nat iíLore 'b::ainin.g ar:d_
eríierience are rec¿u.ired, for ihose i,,iho r:ana.ge i-arge
rather than snal-l- plants. Tn und.erd-er¡e1oj:ed a.reas iiTe
scarcit:¡ of reanageiiu"f tal er:rt is ver¡r act-i,e. t+5

44 United- ;',ations, lågge_s.Ee.g and- Pl:ol¡Jens of irylus-
'br ial ization in Und-erdevel oped- Cou-irtr. ie s ( :ler¡ Yatk::--.--_-=-.---De;oartire::t of icorroi¡ic ar:r.d- Sociai i\ffairs, L955) ,

irp, 69 -7 A ,

L5 sía.nfor'l- Lìesearcir rnstitu.te, ''Lhe ttgle. p{ Þryal_}-sqate
r':,¿ì.qr-rfactu_r_iJi..; in E_co4o.:åig Jerie]ctprleni, ÞTepared- for lìee
Inte.r"ne"i ional Cooperai 1on ilC.ninlsirai icn (lren'l o irar.k n

Cal- ifr:r:aie.: Sianford- i.esearch fnst itute , iiovenber , 19 57) ,
p.l-5i1.
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Capltal r'equrre:re:-rts a.re I ess 'E'na.o tna-i ..r:eo..Lrir'ecl

i:e la-rge-scal.e units d-u-e to bhe util-.iza.N ion of exi-sì,ing

bu.ilo-ir-,lar-s a:rc. the use of u-nco,"rpl.icated a:ra ìnexpensive

Itacn t.ne:r.1,¡ . ¡i s 5 i'rler sa iå :

i\ l..arge-scal,e unit \",iill involve the grot'ring up of
su-bs lcliarl¡ econo:r: ic corllrle;l an.d. overhea"á inr,'est:ûlenb
e-r'ound it a:n,1 t¡ill require heavy lnvesl¡ient in. u-rban-iza-
t 1on of a f ixed- pattern. ilhe establ- isì'tmeni of sila.lf.-
sca-Le ind-r-istr;r ireeps the situ-at ion ::ru-ch írore f I uid.
'Ilrere is no d_oubt i]nat Ð.yL inAustria"l pattern ba.seC- c¡n
I arge-soal-e inclusbries anrl lnclustrial coraplexes l:nvolves
ttore irreversible decis'ions'chan cloes a ir.ullipl¡r1ng of
tire d-evelool:gn'b 1sland-s i',¡ith e:ll¡ha,sis on snal--l -scal-e
inCustries.'j'c

'rì-¡n;¡ rì'l i¡

u:rCerd-evelopeo-
)t.n

-ItcaÐ1Ûe.-L.

cirê4lri-,¡rt D ñCU1I1iOn Ohaf aOlef iSt iC Of al Iu iJvc!-L!r'ral t

cou.'otries is the ir exire¡oe shortage of

Cottage indusfr;r is a systen of self -ellployttleni.

tire ser'.lse thatThere i-s an eler-,:ent of selÍ-enolo¡rnent 1r¡.

employrten.i of
(,àyried- u.p to

l. abou-r fall s

ihe owner a,nil his fa::¡ily rnembers will be

the -po1ni where ïnarginal procluctivify of

lo zeTo " i-l,y contTast, t\iage enplo¡ri:rent in

large-sca1e unii:s is onllr carr ied. to lne point i.^rhere

ärarginal- pro'Juot ivlty of labou-r is ec1ual to ræ.rginal I abou-r

)tâÂ7 L:- ,' -1i.. lí , s 'i nger , f l.Ûerna'b iq!a] .tevçJgpjlelp : Gror.,iQl.ì
arlÈ ü13?.4g;e (lie',,r ïcrk: i'"cGraw-l:Iil-l L:ooir Coi':pan.y , 1T\c,o ,
196þ) , p. 205.

Lt'? 
-:Nai-rforC ¡lesee.:rch rnstibule, 99. Li!. , p. l-5L.

.)
-).



t,Õcost,'i'u ( i.e., cu_-¡"relrt

abunclant labor_lr force,

'1ei¡:air-C., and hence pa:r.-u

Unenpl 6r¡eo- u.lrless there

cl p oc:,:" buni'b ie s ,

18r
i',rage ert-o'l or¡i¡ent) . Iìrerefore, iuith an

su"ppl_¡r i;end-s io be in etçoess of
r:f tl're I abcu-r force lr,,il I renai n

a.Te adequ-a'be sel f -ennl o.¡rnenj;

'bhree maitr

thav i.s:

4. CoLûa.g;e indu.str¡i creates enpl-o¡rrlent -.,^ihere faj:ou_r
is alread]¡ avairabre, ilrus obviatin8; the neecr for reroc_
acion c¡f workers a.n.d a.rL attendan1- probre:ls. Ey ì:eing
centered o:n 'bhe ho:ire, it u_til izes the d.ynanics of a fanriry
organizaiion, wìri1e not inüerfering l:.nduly ',,,i1th oiher
fanily-grouþ acbir¡ities, (e.8", cloinestic tasks, seasonal
a'gricullural ein¡r oyaerrt) . ;is s i nger sa j_c, ,,,rrhe ¡:ost
bangibJ*e express1on of u-nu.tir ized_ resoLrrce is in t.he avai] _

able spare t irre of peo pl u . ,,49

-it i s po ss íbt e to d_ist ingr_rish bêt-i¡iee rr

types of cotía.ge anC. snat f -sca-t e inCu.stries,
sel -î-suf f iclent n hanclicraf b arrd_ satell-ite.

l-. serf -suf f icient cottage and" sär.ar_r-soar.e incru.s_
tries are crteracterizec \:y a highr-y rabour-iniensive
producticn process in r.rhich the iiorlçers erirpl0y their spare
ii:¡e in proouct'ì6¡n e¡ commonpr-ace procLucLs for ever.¡rday Lr-se.

'n8*. G. 
'ei.bchinis,ire"n! e"rrC. jages in Ca-"taCa (

- 

----r-el¿*Inc., 19úJt) , Þ. zcTT-
t'9rt,.a"", 

oÐ. qijr-.,

.fhe jicononic of Labou.r J:;rol-o.¡_
Toronto :', ccrã-Frff]cãiiïõä,ru,,"y,

ô/4 1U o (-U L ¿
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ilanC--Icon r.seav'i:i:tg croviåeS an ela.:¡p-l-e cf thls var'iety cf

coriage ar,.ð- si.rall -sca1 e ind-rr.stries. ,ihiL.e su-oh acf ir¡i-u.\ trÐ--;I

be colrÌSi-ciered- oref era-b1e to idl-eness its 3-eire-ral 1¡¡ inef f i-

cier:t and. tine-consnnin8 nature lllea.ïl.s rYøL i'ir a.fforCr-s only

l- ir ited. pro soe ct s f or e cono::ric ad-va:ncerlent "

2" Ih.e hancLicr.aft i)'ige of co.tiage and- srcal-I-scale

i:¡.rl-nstries aTe trore speo\a.Ltzed-, seekiag to utilize the

si.,il--l.s of l-ooal crafNsl:len 1n the ¡nanufaotu-re of proCu-cts

based- on nat'ive a.r'Ls. Provid-eii- thai Ð, su.1iab1e Ia'r:ou-r fo::ce

is avalT.abLe anq tha'b r¡arl<ets can l¡e fou.nC-, such lnr]u-stry

can resu.L.t in growing incolre and- em.p1.o;rrilent.

3. 'ilhe sa"tellite varieby of cotEage a"nð. snal-l -sc¿rle

lncr.r-istries exists 'rlithin -bhe fraiaet^iorl< of a wicier ind.ustrial

co¡il.oleX d-oni nated b3r larEe-scal-e inclu-s'cr ial concer,':ls. 'i'hese

coita¡5e and s¡nall -s r:a.1e inCu.stries are oarts of e" 'l.a.r13et

ind-urst.¡:ial ve:rtLì:'e, thelr fu,notion being l-iultecl- 'bo à

specif io llrocess rabher than f o the proar-:.ct iotr of collii:leted-

prûdu.cts. Ja.pa.n þrovicl-es a 3,ood- e:ra:rþ-ì e of such a syste-rr

in operation wj-fh consid.erable incluslrial prod.u.cf ion on- a

coLia.¿e and" sl¡all--scale inclu.str;r level- belng ullinately

1ii¡.liei- lo a rela'r;ivel¡i s::,lal-l- :¡un1¡er of l-arge enternr:ises a-v

the centre of the ind-ustrial cor;r'ple>1. Cbvious-l-¡r this

variety of eottage and- snal-l--scal e 1.n.ilr-rs'c:ri es , i'rith pro{uc-

tion i,¡þgTl;r resi:onsive Ers'¿Ìre n.eed-s oí the La-rge ind-u-strial
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proai-Lrcbion r':nits ai the centre , celr ooera-te only as a

coi.lÐl errel-ri ia 7 a.rg,e-scal e inåustry.

Cgtiagg ana slra-l-l--Scale iJ.d-_u-S_try fq_r thç llþa-i

ec._oJrgrlI. :is a-:::. und-erdr-eveloped- cou-ntry wirich lacks caÞila1 ,

a hj-gh ler¡e1 of Ì;echnologJ¡, eriperience ilana¿.ene;a'b personnel

a-v1d a:: a.l¡undan'b -l-a'r¡ou-r force ; therefore , coLtage anci s:nal I *

soal-e itrdustry can play e. signiíicanL role in the ind-ustrial

d-eve]-<lp:ne:nt þro ce s s .

Tha"il.and-, as a. d-er¡el.oping ccuntry, su.ffers nost of

the problei-ns characteristic of such a country. 'l'he rapid-

raie of ponulation g:ro,"itlr has brought lrith it bhe problems

of d-is6uiseô u-nernp1.o..v-r,nent, and. unerirployrnent , an,ð- grea.ter

d.iff icu-lties in acleieving higher pe:r capita incor¡e" Iíigher

i.noone ca"rn onl-y fcl-lo.1.¡ the higher prod.r,rctivity irhich ìs a

cl-irect :cesu---l-1; of LÌee expat:rsion of the scal_e of prod-uction.

For ïhailand-, lhere is a I inited- sco,oe to this expansion,

à res|ric'i;'ion ir:posed by the various ele¡nents of under-

d-eveLoped oolr-nNries. 'l-hi s is a dile:lna, as stated b¡r the

i11n istry of l:iat ional rJevel.op:nent :

:¡ie ilust tnrn therefore, to look somer/.rhere for a
st:rafegic poin-'i; 'bo stril.le. I be-l-ier¡e that r,íe coutd
ha,r¡e fou.nd. ihe solution in the s:nal1-scal_e and- cotiage
ind.ustries. Iiigher proC.u.ciiviby cculcl be increased_ in
à s¡ral.l--scal-e îa-cNory in the sa-rne na.nner as in large
oíles. ií i'bh proÞer exie::nal assistance in techno-logr-cal
in;:-r-ovat'ion, me.r'lreiing and- f inancial inveslnent ii
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.'.\,ìl¡l t-?a1¡ t¿O be eff iClent anC- COyrtf i'O'ur-te tO theb- "-
econO:,rY ' 50

.i'oz' pro¡ro b -i on o f the ooEiàge anti- sÍaL l - s cal e

rnd-ustries, the lhai Lì.ove:rlr¡¡.ent has npd-e àn appltcat ion fo

the liÌ',i Special Funci, d-rrring the ðirst-Five Years ldatio:nal

rloono::lic Ðe.rel'o-piireni Flan (1.91ó1-19 é6) , for helping in

setting u.p a. Cotia"ge and Snall-lical-e Inc.ustries Serv'ìce

^insti'bu.'Le desig:red" fo gl-ve conprehensive assista.nce tc:

cotiage and. sila"l-l--scale inclu-stries. It is proposeC tha'ü ihe
-jristibuie slror:"]-å be l".ocated- i:n tsangxok -r'iith i¡ranches laier

cn at f ive regiona.l centres. 'Ihe f :rst itute i,r1l.l provide

technical extensio:n. services to cottage a:að- snal}-scale

inCustries. It w111 carr;y out su-rveys and- prepare techiro-

econ.onic reports on posslble coLLage and- smal1-sce.le

inclustries and. :;lake these available to prospective eni;re-

Ðrerleurs. llreoarations are belng -rtade for the establish-

n.ent of ihis fnsii'bu.Ì;e in ayr¡icipation'of assistance fron

the ül¡ Special ii'und"

-I¡i_r:l-i*cations qf bhe ï;rC.jan. 9+-cp-eJ:ienc_e fgr the llhai

q_otåa-89 aJd g12ll.-gal.g lnd-u-strg ?rggran. -fhe cottage a.nð-

srna-Ll-scale it:clu-stries of Thailand- could. proceed along the

sai¿e -j i:ne as the hishl-]r srlccessful snall-scal-e -prod.uc'bion

L/\

'v--t) ao

a.ad-re ss or1
Cha¡rber of

.'iaras in,
indu.str 1aI

¡' n ¡rv.r ¿ -¡ n aVVI-:r:rV'J.. t

i. lnisier of i{at iona.l ;)evelopnel-li, an
develop¡rent polic¡i at the :-l¡rerican

¿a1:rz;io:t , L9 C,5 .
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Llnits--esÐeoial -1 ¡¡ hand-locr¡. anC ì;e:rtile ind-usiries**of

-1_rrcf ia o .I--iong .ion,q, a.nå Jaþa'n,

'L-he Thai prcgra:l of cct'i;age a.ncl snal l--scale 'ì:nau.stri-es

slroul-d. atielrpt tc achieve effective organiza-t1on as Tndia

has ri.one. fnri-i-a nað- d.i.¡idecl her cotlage anCrsnB"ll iird-us-

tries ii:tto three in.ain area"s eaoh of r'lhich has a co-n¡rittee

a.ppointed- b¡r 'Lhe Central Gor,'ern-r¡.ent to Oirect its affairs.

Tha"ila:r:.d- sirculd- ad-oo'b a. sir,nilar scherre a:nd- a.i.Ûerirp'b to divid-e

her coEiage anù s:ral -l--scale ii¡d.usürles into vaz'1ous areas,

eaclt area. heacÌed by a oo::¡niütee to d-ireot its affairs. ,l

possibL.e cl-ivis j-on of 'lhailandts cottage and snall-scal-e
jnd.u.st:: j-es itig;ht be:

:1-. 'jlexiil es (cottolr anC silk)
2. S i-'l-verware , brc>,nze'¡are and- lre ill or,¡a-re51

) . lîanC. j-craf 'c s

It' " Cotiag,e ini.ustries

ïiand- por-in<ì-ing o-f r'ìoe

v egeta'ble o il
'ainlrco

- l-ç,

- ^+-." )Ò.V>o

l'ire LnC-1a:r propçran has l:een successfu.l 1n absorbing

surpl-u.s la.bour. Consid.erable eu;oloylie;:Lt nas l¡een generated

51- r.ei'l loi¡are is
a:rr1 e ngrave C d.e s ig::s 

"

a îay:"t of o;;iclLzeC silver wiih intaio.
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b¡r tire 1lnbar. eYtar'th.a)' p¡al;tan (see ilabl-e i{i{I) " ilhe ln{ian

hancll-ooiit incl-usür:-.¡ has a-l so pror¡i¿eci f¿]--l er e,¡.plclrltenf No

about I rriJ-i-'ion l:ancl-'l-oo¡r" -',,\reavers, a.Ytd- parl-tine eräpl6yffs¡¡

to about l- nill ion sp'ìnners, besid.es ','rhol e tir¿e eirp-1-oy-'cent
<')

io oarpeniers, blac-llsr¡.iihs, etc, i¡hc repa.ir equlpnen'l,))

i,-., _, -ri- A 't- f
:-:t-):-L :\r!

Ji,P]-Ollliili.l'il G ¡li.iil¡,r rJJ BY .llli.i :;iiBl+.R c.ll\Lrll1ri FP'cG.lAi'i

L9 56- 57 1_g 5',7 - 5ò L) 58-59

S ,o i-:nners I f anil- ie s
.,leaversr fainilies
Otlner

i-r5,'7u'2
5, C00/ /^-íì \/ ^v , )* 

e

1.00 ,0c0
3,000
7 ,000

100 ,000
If ,000
7 ,000

iolrTicil: Goverru-nent of In.Lia, Second- i¡iqe :i.ea,t P14n
.Heoort, tslani:ring Co:rrtätission' i\pril, 19õ, p.-Tõ3

iofal t,) ,,1 (\
)t ,Lt e 11.0 ,0oc l-11.,000

'f he 'Ihai Gcverrutrenb shcul d. inbroo-uce a rirogran to

acconpl ish ihe sane en.J-. 'llhe govern-inent shoula encol-tra.ge

the e:rport of the coita"ge a:nd. s¡all--soale prod-ucts especi-

at-ì y i'hai si-l-lc, silrrerl',rare, bTovtze-rlare, neilloware and"

hanC j-craíts prndu-cts .

tt)';\,itbe-r Charldra is a :rough type of hand.-spì-tn cloth.
) -tĈ-overn::ient of lnd.ia, 'l'hlrC l¡ive fear Flan, PlanninE

Con¡-¡'ì ssion, June, 1-!óC, p. L9{:-
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.iiec'Lher inportant aye& i.¡here Thailand shoulcl i-l¡iiate

'r-Ìre -Lr-ria:n pro€!,Tà\x is in the establishme:nt of 1:noustrial

estates jn ord-er 1,o proirote sna.il-scale ind.usf::ies" în

orclerbo esiablish an indu.strlal estate ihe gover:n-ilent

shoul-cl finC Large ttacrs cf "ìand- on 65ooC si'ues iihi-cln are

far frci.r. any residential eTea., easLl-y accessible bl¡ trans-

portation-, and- i,¡ii;Ìr'the necessary u'bilii;ies su-ch as pol\ier

anC- water. rf possibl-e, the governinent shou.lC provld.e

facroty brtildLi:rgs cr worlcshops for L.ease or sal.e by lnstal-

¡¿Lenl . .tlh1s lri-l1 he-l-p lhe s",¡all inclus'r,rial rst i,¡hc ì s haviieg

d.if f icu.l-'bies jn obtaining I and- iitl e an.d- help reiieve iire

financial ilrobl-eru,

}'u-rtheri:ore, a.n lndustrial es'bate can j:e L:-sed- as e.

cen'tre lar a variety of acl.ivities -rvhioh are benef icial 'Lo

the cìevelopnen.i, of s::ia-l_l -scale inclastrJ¡. fN prov:.d-es an.

e;ice-1 l-ent locat ioir- for ad.r¡isory and inforr¡ai ion clevlces ,

f lnancia.f- lnstituiions o -l'Taining progra-ins , an.d- na-nJ¡ oo¡:lflon

facilitles l^¡hich can be u-seful io a grou.p clf ind.ustries"

l.rri-r,'-str i al -+ inairce Coroorati-on ( of fhailand)

fhe" cievel6piilenN cf the ¡¡aLTufaciurilrg sector is c¡fterr

as,socia.tecl ¡çith 1ts n"eeiL foi: sr-i-bsia¡riial capi'ca1 invesinent"

û¡re cf the me jor ol¡stac-l-es to c]-er¡e-Lopnerri i:r. :rairuf acittrtng
is the al¡se¡.ce of aupropria.te insiiiu.iion.s Lo l?rovi.Ie ihe

fund-s neei.ed- ei-tirer ì:;," uo-i:ilizing; 'i.lre avail_abl e saving,s in



ilre ¿3r;-n.i1'.-¡r or b¡i bo¡.:r'c r: inii .i¡':.;i:r abrrle-i "

TrCl. CìJ()O

.:l^3 ¡lr.r-ri.¡,.c
I :J

sJ"cll insiii;ub j-r:ns r¡a-t{es i'L ,1 iff :-cu-f.ì; bc seei.i tlrc f ut'lc-s,

anl- '\,'ne leevi,r iirciCe nce of oàÐite] onàT,,:es i-s clle cf ÚÌre

Þrlncjna_]. ree.scnS îr¡r the high coS'L-q of 1t:rc,:iU-c].j-c'1 . '-l'tis

1,rj-¡r--l- oOtlliî.ib'-:'Le -u.¡ 'iire hi,Il1 ilriOes of ihe Ðl'cC-uci-S G'"rá

Ire,'rOe j-i:-<clji-!l-',,.c i.refr: Sa,le jn c-)r:Ðe:iti'¡e'ra,r-:3'tS' LllefcO.¡

rete.td-i-ns. 'cne j.rf ilth oî ilr.tusiria.l 'l-evel.cDlle'r'L.

iày1-{ cou"i:'bries, e i'L}rer C_eve-l onel, o:: r-r-rr.rier,1eve-Lr-lnec n

have estab:l islneC- suoh i,lsi riu-t j-Cns i:c çs-L"i-¡¿a 'i.1ç3 ')..-Ovia:,-<=- j;1'-e

furnis a)iC- varior-ts .li": nds of -bechntcal services " ,rl .rese

inst i-ti-¡.f io ns a-Te sonet i,:le s na;teù -i nd-i;sNr ia] JevelcÞi'1e n'L

jlanirs sir-c¡il as .li-ie ii¡clustr j-a"1 leveJr:plcenf ls"n? o'i Jarracla;

sonetilre-q tìre'1r are câ"lle,:l Lnúusirial Jeve--l opl..eni Corpor-

aE::ns rJ:r -l.nCl-rsb::iaL. -¡'irla.noe Ccrpor'a'L j.c",'ls su-oh a.s -L'h=

j.n3Lristri¿;l ,ler"¡el o¡nent ,lo.¡:nora"i;ìon cf Fi-r,rla a"n.J r:rCuslr'i¿¡-L

:r in"ailoe Cotpcrar i o n of ',lha il airci.

'f he indus br ial il i,nanoe Cc::porat io-r is à '1,¡'rai-r ic

rirsti'bution r,¡hich perforr'rs the role of a- caiuaL¡¡N ic agent in

ilre lrlåu.slr'1a] sec-Lr:r. -lhe basic tasìr of bhe oorcara.Tio?

is to Þ:r'olloie nrir¡ate enierÐrise, br'1nE; forfh e:li-stin3

ö Dr,oTl-lJ n it ie s f or irrC-usir 1al inve sl:re',lt o and cr'eaf e f a-vou.r-

ab--l-e condiiions forbhe cievelr: pi:i-en'L cf rÒ.nt,?,eri2.L- e:a'a-

enrtrenrenei-iria"L still s , i" e. , rlroviCe fu:r'l-s e,."ad, 'var' iou-s

iecjrillca"-"ì serr¡ices f oste::' j-nß cactfa.-L enci eir"treþr'eneü-Tslli¡.

,-l'i;e i¡e:r= , the or,r,aj:tizat ic¡ n , s'Eru"c'ç1J--!e ¡ Tan¿e e.':a soc'ce cf
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a-oi ivitt:,' of a.? TrCusi:: ia-i ir i'1o.nc,e ;Jorrcre.i 'j o t_¡. 'ua.L: ie s f roln_

ore ooi-intL:l¡ io t.te n-exf , :ie ce n,ji t1l' o'.r tlre econoi':,'ì c ci¡.cur,i-

starrces of the ccr-¡.:¡'ui:J¡ a-:ri. ibs a-i .rs E li ob jec;i i-i.res ocn*

,r3y':1 i rr- eccnor,¡ic Cer¡elop.,,rei,tt" i.: eue:cthe1.ess, sinoe

u-nåer'åevelooec cou"nir'1 es hesre sorrre coÌ.l-lr:Ìoril fea-tnr'e sLr.cli as

l,':r'l sev-i 4ijs , ulaorEeaizeð- oe"niial nariiei, ialcr of enì;re-

pr-eneu-ri-af" activit,v, and. 7.ao< of "la:na¡¡erial and fec;Ìrnjcal

ser'¡/i ces, -inC-u"sfria1 ir'in¿rrs3 Ccroo.¡:atictis ar.e reqi:-ireC to

perf orr bas ica-l I .l¡ i;he sâtne f u.nct i_oirs er/ert¡i,¡here .

T:rCrr.sf;rial f itr.ance Corpcre.Eion i¡f _lna"il_and. Czolial

::raritet s in al.l. underc,eve,Lo-oecl. coi-r.ntr i.e s inol ud.ing .lha- il anå

e.Te i.r:nd-ercevel.oped-. -l-n cthe r' 'r'¡orcs, 'bhe capiial i-larjce'i; is
nore rest::icteo. "lrhen oor,rpa"rec. to t¡.at. of lÍicre advanceô-

cou"nt::ies l.ike the ünited- SLai,es and. ìn¿Land. -ii-r.e result
is I;ne{E i;he a.bil i-i-rr ¡s'absc¡r,b ilei,i secu::ity issues is -L ilrii;eiL.

i'his :nê.tie s it d-if f icut t f c¡r' ihe sila.L,l. a:rC rrreCiÌlri-s izeC. f ir::Lls

io acqu.ire r:ee,j-ed fu"n.cìs. cerbai-nl-¡i they can bcrrow fror
pr'iva.te oon:^tercìal- banlis, l¡uN bhe.'¡ r'rill have io pa"y ,nigher

rates of interest, oi,',iing ic the ris-lc Lhe ba.nj<s have to ia.ke

sir¡.oe nhese íirrls are.oL in a position of ouLstancting

ore'11f a:rC rej:utation. ,roreover', althou_gh fu_nd-s can be

obtainei fro¡,r co¡lrinercial. ba.nlcs, they are ia bhe forn of
short-ter¡n -l.cans. lÌris is cl-ue to the convictlon of the

ba-nlrs 'EhaL s'ince de¡¡a-rrd ,ceposiis requii.e a high I ever_ af
lio.uld.ri¡r , they shou"l C 'ì nvesf on iire shortest þÐssible teriri.
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lhere is t1o sericu-s sho::taEe of caprial (espec,ie--'l--l-J¡

shc¡::t-iern) f or -ì;he large l Lttt ¡i¡t i'rLr¿1ta"nd-. I n part , ihls

czs be e:<nl-aine{ by tÌre faci tnai ncst of tlne la.rget firr.s

ca,n. Te-ise funtls for i;he1r invesiner"i b:f sel-l 1ng bonås oT

sioc;r to'úhe public. i-LLrtheri;Lore, large fir,rs u-su-al.l:'¡ have

¿;. !_-Oori crecllt posi-b1on anC- generaT repu"'Laiion. Iherefo::e '

Lne:¡ a.re abl e to borrol' fro:ä ihe .'r::ivate -nan'cs at ve1a't-

ir¡el-y l".o',r rates al.l-v ti¡n.e the¡r need caaiLaL.

l-n o:r'l-er to ua.lte funi,-s arrailable io entrei:relnelr.rs'

par|i-cu-Lar1y those 'i:r sr,lal-l- a¡d- ne{iui¡-sized- f 'ìrr"rs, ihe

goverlneni of ihailand se'ü u-o the I'rCusÛria-L i''inance

Ccrporation of Lhail-a:nd. (TFc'f ) cn Oc'bo'oer 6, L959. lhe ¡.rct

i'ras subsequen]L:,¡ ailen,l-ed- on Decenber ll , 7.962 a:ne on july

L2, 1.9lj. The 1*C'l is lcrlvately-o.''ined and- is soner¡hat

equivalerrt bo a" C.eve-ì-oprient f inance co:fû-oanlr or a Cevel,-opiletlL

'banie. 'ilhe ne.tn irìr.rDose of esba.bl-1sh1ng tire I¡'Cl is nof

on1.y to r¡ake fu:.nj-s available io bhe investors, bu'b also to

offer îvta.ncing faciliÙies t'¡hich are more aEtraclive i.n

f,er:¡,s e.nd- cond.iiicns than those rth|ch are generall)¡ âvaj-l -

able fro¡r" o Lher f ina"ncial inst itu.i ions. f-i l;il 1 be able Ûo

er:1coir.ïage ii:creasing inciu.stria-L acilvify i:n Llhail-and i:1r

ass'ì siilrg in bhe esta"blish¡lent, eïpansion, a'nC r¡.od-ernlza-vLart

csf p:: irrate i nd-ust:r i al enter pr ise a.nd enccli"ra,Eing p:: ivaie

inr¡est:i:rent in- iranuf zcturii:lg anå oihe:r indlis'r;ries. Ihe
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specrflc oì:jec'cives <¡f the T:ICI àTei-

I . ?o ass ist in tl:re e stabl ishrrlent , eia-r¡ans io't , oT
rLod-ernj-zation of 'priva'be ind-r].strial e-nter-¡:rises.

Z" To erilcou.rage the parbicipa.Nion o-í prjvate ca-'¡iLal
bo'i;h iniernal a-nd- external , ii:Ì su-cir enterprises"

'Ïo pursu-e the above ob jeciir,'es the -t.¡CL !\2.)l t a'íLrcl:lg

o'bher thitrg,s: -

e.) Frcvid-e îLna,nce in the for;'¡ of long-lerrl or

ueC-iuril-teï'n. l-oa.its, r¡ith or t¡ithou'b secr-rrit¡¡; l:urchase or

su-l¡scril¡e for shares or other securities; acqulre any otÌrer

in-r,eresb;

b) Und-erlvriie issues of sha.res or other

securitjes;
c) Gi-r-araniee loans froi¡ oiher privafe soutrces;

cl) Borroiç íund-s, eìihei: in'lhaila'nd- or fron

abroad-, for its business;

e) Fur:rish adirrini-strative, flanagerlal a.:rC tech-

nicaL a.rlvice , and. ass ist in o'otai:ring ac1¡ini s'bra| ive ,

rtanag,eria-L a:n.d 'bechnical services to priva.te ind-ustrial

enterprise;

f) Lingage itself in su-ch olher ihings as iìlev be

inciC.ent or con{u.cive to the attain;nent of 1f s objectives.

5lflnd.u-strial ¡ inanc;e Corpcraii.on of ]lhailana, Ijrül'
lì]r?fþ*eJL:¡ C.esulle, -ìuarNerly Tssu.e ( ;u.ty-Sepùenber, 1-967),
pie--¡à"iéca.¿ -coipllecl by Fro ject Flanni:n¿; 3: i'iesearch ')e¡art-
i're:nl of lircll (Eê"tagkok: Governrreni Printlng üff 1ce , L967) ,

I
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r'he i,ilcll i¡ras ::eg-istered in 1-959 as a Iircited conpar'li¡

e.n-ù starbed- its "or-r.siness in L9óA r,,ri.bh a:o au.tirorizeC. caaüa1

of baht 100,000,000 (u" i. ii ,1t.,i307,693), of i¡hich (,"L

nill 1on ilahi, har¡e been -paiC u.Þ. In ao-cl-ii,ion bo tnat, ihe

gover'n"nen't aC--r¡anced a long-Lerr.r., in1,eresf -free foa.n of

1- j nr-l] ic¡n Èaht to ib, r,¡i'ûh ihe transf errecl surÞl.u-s earrlL-

ing.s fro::r ihe 1-iquli-aüion cf the gover.n:oent oi,'¡ned i-nd.u,s-

trial- Banii. Eo:¿'rcr,ring, f:roir the gover:n:aeni acld-ed- up tc
'totaL. funds of j6,'ù2L,667 :-:aint: aE the end- of !960 (see

'Iable ìi;'i-j-r) .

In 7"962 the ccz'poration .r,¡as reorganized, !h1s led-

to consi-derair--l-e ìraproverlenL, ancl. r'iith a rai¡icl i:r.crease in

fhe nu-iilber ancl total of loan.s granted, the Corporaiion fel';
the neeC to obtaln. add.itional capital fu.n.d-s, The govern-

r.nenû ad-vancecl a fu.rther -'l-oan of 20 irrill.ion l;aht aL a loi;
yate of in'berest in 1"9(;Z (see 'l'able K,:,II) . In L963,

negotia.tions \,rere coirri:fetecl 'Lo oDiain l-clans of 57 "2 iail.Iion
F:a"iri frcrl bhe ;tired.itanstal'L fuer i,r'iederau.fbau (;lfrt ) of

,1est Gerrnany, anð. loans of 52 ilillion Bahi (U" S" it

2,50A,C00) fron the l-Elj.D (see Tabt.e tiliIv) .

l.n L96).t, iÌ're lFC:l oal-led. for oapital shares to i:e

naid- up tro j0 nillion Ëaht, roughJ_:y +3 per cent of ihese

shares being cl,¡neC by bhe Thai investors, I I per oent by

'ûhe Internatiana-J- .i¡inance Corr¡oralicn a"ff il ia-ved- r,iitl:Ì 'ühe
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.iorlå 13a¡x,55 unc- þtl per cevrt b¡¡ forei-gL in.vesiors. l'ic

shares are oicned- by 'bhe llhai Goverttlr.el:lt.

fn 1965 ana' L967 ihe govern:rrent gratr'ted- l-oans of

l0 an{ 2A zlllion F-,a.hÙ res,cectlvely. 'l'herefore, as can l¡e

seen, very large aCdlticna"-]- funCs are being seou-red (see

t-'ab]-e ,1-,,i-l J .

,tnal-r¡s is of the f ina:rcial s itt-r.at ion and. the resul t-Æ-*_
+!g qp9{'g! 10 119.

1.. :\jr.Al.r¡q1s c¡f the financia.l- situaLic¡no i!s

ner¡-'b'ì o:red. earl i er , 56 pet cent of t}'re sl,tares 'celcn3 to lhai

c'ìtizens i¡hile 4-p per oen.t bei-ong io foreig:r invesfors.

;*irlo,llg, ihe foreig:r intrestors uho i:rcId shal'es, a"ppl:ol{il,lalel¡r

half a.re cciï:llerclal and invesbi,ren.t ba,rks in bhe .Tnited-

S'La.tes, an¿ the resi aTe col'.rmercial and- invesinent bal1]<s in

oLirer cc;untries. In the lig;ht of the or¡nersi-riû, the corp-

oration. is ç¡r-r-iUe safe froär fc¡reign doinination- as long as

the najorl-Ly of the sha.re oi.,Ìners are i'hai citizens. sinoe

the i¡'C? 1s privaie share hol-C-ing, a þTeca.J-LioLr ''ril-l have

to be ta.cen i-n ord.er to Þreven'L inii 1al or subseclr-Lent

ooncentrat io:¡ of vot ing poi;rer ' If the vot lng rloirrer 1s

oo¡centrate,t in one or a fei,r ol'iners, ir iri-ght l-ead. Lo

<(
"tnð-er article L€ of .l-i+CI liegu.lations, 'i;hese shares

a-Te coilsid-ered- 'bc l¡e shares helcl b¡r citizens of lhaila¡rl-o
tlri-ls naking ihe toiaL f hal ìro1 d-ing, 5(, pev oeni.
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collusion l'¡ith the Ðöss1l¡le resul-i thai'the Tirc'l will :not be

a'cle ];c¡ achieve its oìrject'ives. }iowever, na.Tf,icipation -by

foreigtl grcju_ps in the Ii¡Ü]lts equi'ÛY',¡il.l- pl-ace aE tire

i-C!lts C-isposal- forei,.',n e:cclrenge resources l"'¡hiclr l¡ill be

used_ fo|Lhe f ina"ncllr.g of lhe foreign exchànge co¡n'Ðo::rent of

in.vestneni , ç;ati-icu.lar'l y in lnd-u.stries whlch irnport fiÞ"ny

ca.oi-laL good.s fron. abroad-.

Broad-ly soeal{in.g, t}re IFC',I should. start orjL a strong

f rn.anciaL basis in orcler No sirengthen its f 1:na¡cial pos-

iiion ancl en-l-a::ge ibs services SO as 'Lo give the I'Iid-est

scô,oe possib'l e. Ì'lowever, Ìlow ituch ln the liay of llesou-rces

are need-ed.'¡¡ill d,epenfL on tþe scope of the funcbions Nþ1at

i-t, r¡il--l perforn,the state of 'bhe countryts econom-y, anù its
É. /_

ca.pi.l-aL ¡:rarkei. " Lhai j-s io sày , ihe :resou.rces of lhe

oo:rpora.tion shou.l-c1 be equal- to itre tasl'<s ¡+hich it nust

pe:'for:l1 "

ril thou-gh the corporat ion shou-l C. have a siron6 f in-

ano1¿L1¡asis, it musb be bcrne in ¡nin.cl that the d-el¡t froi:l

sueh a f iy:¿ncial- basi-s inposes a f ixed" oharge, anc1 corpcT'-

ation.s lre"y f ind- il. cliff iculÛ to ir,eet the inierest obligat-

ions on ihe d.ebt, at leas'ü in ihe firsÌ; fei't years of

opera'Lion. |io.,tever, tc¡ d-eierroine i;he f inancial bas1s, the

(1^/Ut "-:7 
o )' i'SeT"'!a']_ t rl

i,.¡d-el for J i¡crerd.eveloped-
::lcononics, '{o)-. )iT',| , lio.

Ind-l:.s'br 1al- Develo,onel::.t Ëlank
Coun.bries, rr $.cijert t qu.,rq+J
I?6, Ju-lr¡, 1961t, p" 279"

-¿,
o,f
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;iorlci Ea:ri< has suõC.esied a. cre'ni-eq-r-.ii¡¡ ratio of jzJ- for
Tu::xe¡r , )nit-ia., i:a,.ris'û a.t a¡trl- ,"^n.5'7 liris ratrc is a ¡,ccd-

basis ro establish ihe f rnancral- posiiioi:, bu-t in fa.ct the

tatr.o r¡il1 \re-r:-[, d-eoend-i:ng on the circu.¡nstàyLce a.ncl staie of
-r,he ecot'lotlj¡ iir eacl: cou¡rbr¡¡. -.1-'he î11nancial. resoU,rces of
the firc'.]] ab the end- cf 1967 -:teye appro:litiiately l¡,:L by the

ci-e-iri-eqi-lit¡r ratio (see r,able liåI_tl) , sl_ighti_y higher than

i,rhat the :icrl-O- j:anlr su.ggesied- to 'tu_rkey, rnd.ia , Llai:.istan.

anC J'yanl .

-.'lfe rea"scn tha"t the corporationrs eebû-equlty ratio
l-S lr1gh:.ray i:e'ina'b the Corpcration ctid not har¡e i;o r,a-.¡J as

¡:ruclr of the bu.rclen as it shout d have becanse a Large arnount

of rescl-r.rces cai:le fror¡ the gorrez'nilent in ihe forn of
free-iaieresi loa:as anci loi.¡ rate inieresi on lon¿; tern lo¿rns

(see llabl e ri,ilv) . rhus ib Ttê"-Jr be concl-u-ded- 'bÌrat 'Lhe s-t,ati-r.s

of ihe j¡FCÎ ei-bhe:r j_n bhe for:l of r¡t,lnership or 1n ihe forr:
of flnancia'l ¡osiúion ai lhe enC of Lg(,?,nàs a soun.c. on_e.

2" ,iqa]i¡rsi-q qj i;+ç o-rærjÌ"tic:rs. the co:fÞoraLic¡:r clic

tzot in:rr.ed-ia.tety achi_eve as nu_ch as Tras erpected_ oí i-b, for
the sca] e of iis opera'b iori -r.,ies very ì-iinitec. _tn the f irst
e1,3nteen ronihs oí iis e:lìstence onl;r eigh-L Ir:ans riiere nad_e

of an a3^.regaie a:-ror_r_nt of lt.3 l1rlion be.hb (¡. j¡. ,|¡56,JCi:),

)i
!)c

I r, ^ I
L J t_L t.lctl . t UI o

'l-n cl¡ i
t¡ l l i

, "1i'Le .,levelop'.l.enL ian': rrt ind-ian..';^ -1 r.,.r-- rCÁn Dílt.Ur _'_, uU_l-l 1 J-/LU7 Jo a)+,.

j 
^-rÉl\ìT 

ì â
J \/V i'J...J1,
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.'.^?'',Õ-!e:i j-C'Î,:a'S
(::ee li'lJ-l-e ':'i i ) " -''J:'e\¡eÏ' :lr:lo(-) L/rj'' \/u-*

lîecl:geì1i-zeir\n-i-962''ì;lresoo-')e¡:f1isa'perz'E:-o:ihasbeel't

:-i:.c-::eas'i:i[j" -:jocn uhe n'urlbeI. elÎ.i- ihe e';t:'o'a-n'i oí -i.oans have

i.i/,râ,1rì ^c¡r . : , is :r¡,; ioca:11-e 'i'.1Ðjv i'l l-9 6l' itre l-tr--l'be:r O'l

" : '' -eú ltì ' ;:re 'è; ")D''li oÎ l-oer"s ' 
j'as iloreaiecl-

-l-33.'.IS li-t, ()! ri¿¡'rçs
. r- a-...,^-.'-4.iã -iiri, liS areL!. l"'1

r^ô.,¡r-Qê r¡.Î r '1c..: -ì,:'.1:ie pro 
"col 

-L-'JL',--lL ¿)r"e
U! U!'J9'U.v

. ., ¡' /,. .-.-ì-,r -,',ìrre .rr-i...:-Dcr of Lcal^.s ¿.,:1i. ;i1e io5:,--]- a' lc L:ì:'lU
-LÇi5 3:r1J- r'z'e c I i''uv'L vr!v

^f-Jaì'1,lcì]'IG]]eiircreaseSsbrl}lini;l¿¡.r]hiS.,.raSes]lJeoia].ll]¡U!
.__ j j-r^ .. _,O_UAL

j--¡¡re i r 1c. (í -.:he:r ;lrre :lir Illcr of l-r>;:rs :'la's /-" '' rL/;L -' L

u: irv

r,iro,iri'üc'í)')'j"5r:r'i:l-l-ionl;a'll.'co-i-ìi'i''i3'/'jloa'::'si':i-r'l:a'Jrsit"\
, -: ít' 'a I -Î ^ '^ rDh'; ':ejle -ra'cie " l-i oi'r-l -De sa i ci'

â_-Ol-..11; Ci ),::.' .l',''J {-; :rl l-l--!- -LU I I I-

..ulra,t7.oen.sl.la"veoo]:]'iiirued.tcincreaseSj..loe,cnej-..J-fsiar.bed-

j-'l; s o'oei:at -i or-'

l;-LaLssi-íi'cai:ion of J'oans [jive]'r' to'Úìre erli'c?rci::-ses oen

lte seen- -í::o:¡:. 'lal---i-e :;''/:-i ' iJnir-er a' l:roa'cj-er ßllo';D c;l-assif j-c-

-'-L { "'¡ i-i- i < i::'å j ca''i;e d j:ne'i lior:e -l oa-ls liave -neeii' Siverr f o:r
¿t"rJ )_J :. lv J-,r

.¡:r::frr',1',.r-ttin'- j-rvesf':'c:rc' lhe:rte îote ' \'i oall llc c-"--aecie:ì-
t Ç.'!L'-L

iha'cî;heTíi'teof:lla-rr'';Lfaoburin.¡;i-r:':rl;lr'ÌrasbeeninoreeserL:"s

I -¡^.n¡rl-'ü r:1i i;l'rese l-oa:rs' iie 'bherr can iríeilblla-ì; iire resl¡'-L'r,

..î r¡.trn l"¡,r j ll , s o13et'¿¿Û 1o:r iras beeir. in the ::i3ili oha|"¡e-L ' i' e o I
'J:

-*- i,rr_rr ¡.i.i nl ui:e inr¡esti.ien--'r, in l,ranufaci*lit-t-õ ;-ricir 'i1l'l
L)v-: r

-'o crr-l 'í-' i r¡ :;'!:! i't:crea'se i ii' a'E:*qregaÛe "nab' i onal lr::ocl-r;-ci; i-vrb"r '
!vuv-:

: ... ^-rôc eê j.:f ,..a'i i-o:-lal int¿r:¡::e , r-'!\1 e:1 i-ílcf ease i¡"bhe
:r- l J,_,.1/: vL,uv

soLi-rl':i-rrosi'r-io:r-oilfc¡teig''ie::c;h?n:e:'ei'11;rll;)'i':¡i:'¡r'Ú
-L---L;.-

SU.bS';'r'i;1r- ü I O 11..
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il:i aAd i-tir¡:r tc d---irec-b lo¿,-;'1s, ile -¡ilÛi a.l so 'itÐ-Õ-e

a.vai'l al:] e :.¡. I oe-,r 1,tl-ârûc.'tee 6ellvi c3. -.\¡ t.lic e,.td c;f !,((,

a.ÞÞ:ro.,¡ec]- {glr-a.ren-ree lca:n-s of 20 il1l.lìon baht hao been ¡i--;e"r

--J/ Ullfi -lr'vJ_ o

:.inotire:: l¡oint uhioh shoi;.-ld- be '"-,,erni¡o.necl- iter'e is Lhai

iiìore clian'nei.i of i,he -ì-oe.ii.s in 7-9(.6 :¡ete io borrou,,.el:s itr

::ri:ra..l- ,lhai.]-a'nd-, tÌrir"s in,:Licaii:rg a changin¿ pa'c-te::n of }oans

ove:f prev'ip11s )reers, when Lilo tÌtird-s of -l-flc-f' 
-loarr.s 'u¡eni; Lo

e;r-'r;e:rorises i-¡ the Greaì;el .,--a-ir3:lo:l a.rea-. 'lhis sj:ift i-l L.u.sü-

::aì;eS the elí-ûAnSiCn Of COjlt.'1.e.llCe atill- ind_i1.,:l1rr¡ ir:r ç-rr.>,S OU-'i;-

sid-e tÌre capli;a.J- o1t.¡ . :¿ al so refl ec;is the IFüjl's suooorL

of the l;or¡erlt1ilei.rtIs Þolicjr to cc:acentrate d-eveJoirllen'b

effo:''bs in Nhe oi,¡-f er Ðror,/inces. iiore Ceve-1".o-¡:':iel:rt i-n -the

ou-ier prorri-noes is baål¡¡ 'aeedeci if the coì.:r-i?.i-r.r.,¡ is tc avoicl

,Ðc l if ica-L cr i-s is cau-sed- by the ì ¡r.bal ance c¡f :r'egional d-er¡el-o,o-

¡-i.e,arU a"n.Ô. oo;unu":r i si; irrf iL.tra'c i-on. :r'ü cf e sent ioct i¡.i-,_ch

ceve].oþriienb is concen-trateci only j-n 'btre cenbral 'oa.yL of i;he

cou-n1.L:¡i.

iæSç:glg3*AÞ_ip_.ç. 
-frn rep;a-rcl to .Lhe ¡rain rrujr.eose of

ihe -t-{üI n i',rhiolt l-s to encourage inves'Í;¡rent in inCusirlr and-

to proirtoiie e cono::l'ì c d-evel c¡Þ¡:teil.t i_n Iha i13..nc- , 'the l,n: iiez.

re cO¡r;lends 'Lha'C :

1. 'lhe .r-fc-f shou.ld- coorctinaLe its acti-vii¡' wiih the

aorivti;¡ o'î 'i.he Eoa::cl- of _lnvestlrent itr en_coi-r.ra,qin¿, invest-

ne:nt Lo Þro¡¡ote inciustries itral receive irrioribies in tire
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'cro,!;rlar:t of i:'¡d-ust:: !af'-ize-Licn, r'thich are d'esigr:a-becl by 'bìle

ÈOet'J- Cî Tnr/eS-b:reni'bO receiVe Sojile allo;r-ances Such as incone

ia:i e:¡e-¡l¡:iion a.nd- free. clu-';y on nachi::es, e-Lc' the lircT

ooul.å su-a:cl-er¡e:n.t i-ts activit;r ¡;'r offerin¡5 lon3 ie:r':: lor¡ rate

o-í in.1;erest 'loans (rrhloh is lower iharr vhar given io bire

u:nprc;:ro-Lei- lni-u-s'r,::res) ì;o su-ch p:ro:-¡oied- enterc:rises. r'has

it r,¡i-11 create tnore incentive for itlvestnenN in iirat eni;e.r:-

-prise 
"

2. Tn c¡rC,er to su.rrplellien'u -i;he govern:oe:rt pol1cy i:r

íevelcÞing cr_r,-ûer -provrn,ces, -Lhe -l-¡¡cT cou"-l-d. d-o ilie saine thine;

by offering, a l_ong-Leril lo,,¡er race of interest tothe

en.i.re.0::elr.eur rlho r.lil-l i;i-n-cl-e::iaile invest.rerrt j-n fhe oufer

ÞrolrinceS. ì,ofeorref, tne lc,¡ raie of lni,eresl;3.i-¡en to bhe

e,n'breprene¡,i:s n.ay \îÐ.r:.1 a.r-tong 'bhe provinces in each regl':n

in ord-er '{;o st i niu.late in-,/est:leni ile sol"¡-e pati icular regio r "

ir.or i-nstance, at present there is an u-rgen^b need- for devel--

oonen'b in the norLheasterir pari oí Thailand- becau-Se 'i;leis

a.Tea is far l¡ehind tire other parts of tlee cou.nlry. Jli

orde:c to si inul-ate i:,rciu-strial d"eve'l op:¡en't in this area, the

IÌ¡CT shou.l A of f er loa:rs r¡1ih a --l-ol,'¡er rate oí interest ihan,

give:¡ tc sotxe otirer aL:eas of 'Lhe c':u-ntr¡,t.

3 . .3e s ic-e s the re:ni ing d-i-ri¡r , the u-nd-err;l-r it ing of

''issues cf sha:res, 'c!:e gu-aran.Lee of lc¡ans a¡rl- the prcvision

.¡f tech'nical servi ces to privaie enterÞri se (as al.reaciy

ü:Leniio:ned. r'inc-er bhe tltle of special ob jectives cf .l-;¡Cl on
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'Pal,e I39) , j.ire corpare"tion. shoul-d- a\so u-ndertal<e bhe

resea:r.cir a.¡rcl su-ï"'Veys of prof rbaCle'ivu'rsst¡renb opporianif¡'i.

Ï:n d-oin¡,. so, a' Iteat¡Jr ellpend-itur:re l'¡11-1 be incu--rrea by iÌre

corÞora-bion. ;:lo-"iever, becauì.se the cc;rpora|ion is a l¡rivafely

o',;rled- corir.rlanj¡, 'bìre resll.lt of ::esearch a.n.d- su-l:vey r''rill be of

benef it ia bhe publ1c" '.fherefore, the i;rlter r.'ioi-r-l,1 1 il.le i;o

recolimenC- thai; the govertrÍtent shou-Id- ccntrr-bute to the cost

o-f researcir and- suJveir r,lhlch is ca-rried- oui b:rr the corp-
,r 

-^ 
+- -i ^.,^(-, -! t: L/ JU l-.1 o
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iiiìli ;rii) C0l)lCLU,> -tCi:9

Pi,rrocse of the sluq¡. -l'he pu-l'Ìrose of this stu.d.¡,' is

bo e :la,il-:re bhe rol-e of bhe i:-¡c-l-¡-st:r'ìa1". sec-bor i:n eoono:r.i c

d-evelopn.ent a.rr.d- tlre role of gor"rer,.-::en-'b in -Uhe in.úustrial-

iza-c'io:r of und-ercl-evel oped coutltries -uith s,Ðecial ref e:rence

to lhail ancL"

!ir-e {:?1-ç p"i. å9:,1-q,rgt9.!L 14 eceíLq:U-JÌ :n-ç-llg.}9-p5g:!. '!.he

rol e of g;overn:r-eni; s in e oo ir,oitic d-e-tre-l o oi¡en'r. ia und-ercl e¡¡e-'j-oi:-

ed- oou-n.-Lries is rruch r'lore active Nha"n that orî governi:lenis

j-n ad-vailcecl- i nd-llstr ial ized cc¡r-r-nf r ie s " ij i:rce i:n l:.:::Cei'*

Ceve-Loi:ecl ocuniries th-ere 1s a sh.ortage of capiûal ancl

e,rtreprelt-et-r-rs , 5ot'cf :t',re:l'bs -oT7l 'vo i,rii ia.te arlil- oo'ri inu.c Lire

process cf eoono:äio d-eve.l-o'ctilen'b. Goverrn:rieni in,vo-l ver¡eni

in iire process of e con.on.ic clevel o r:¡lent ha.s 'ì nc::eased.

sbeaclil-;¡r in lrost u-nd-erd,eve-lcpecl cou.n-i;ries s'i.n,oe ihe encl of
'the Seoond- ,'íoi: l ð ,.tE-tr ( -1 

c;!.í) . îecause of ihe ir:nof ence of

i:ot.h d-i¡:ect a:rd- i¡lcli::ec-L in'berven'bion, gcvernnen.is of
-"raríou-s u.:¡.cte:rdevel-c¡oeci ccl-:,ntries àte erigage:.r_ i'¡ _l.orlJ-te:::,1.

eoono],rr o p,1-a.nai':¡¡. t'irail a:rd- sta-r-bea he:: i irs'b ir i1,-e ïea.r
' .at i-o:ra_l , c<¡ ro,':ic F] a:rlr i'r5 f ro:. 19 é! 'tc Ig (( , e.nà zi

nrese 'r'3 i s c;ii.a.3e:ì- itl ';ae jecor-rC ..' i 1.e -l ear l--Larr fL:o -:.

L96'74-)71-. Jven tl:rou-gh r'hailancl l-s plannlng. Ìre:r ecr¡nrJnic

ci.evel-cÞrt.ei1:, ihe gor,rerll,;.eni 'tas noi ia)r.en ove:: lhe ecotìoiq.=r,¡.
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lllhe goverr-ileni; secto:i i-:r r'nai-l'a"nci

eaier:i::r ise s r¡sier1 iIibh g'o'ire:r:n,lienl

aoi i-or:,s o.1 Þr iva'Le e:rie::p:: i se e.no

-^^ '^+ '?^-r i l- c /\-^,\--Õ i- i n-¡j.l.tj:.ll,u j-'.): -.ú..: 1)t t:tt c:uJUrro

is l,ce.y-ecì- io iire f:ree

¡--.r¡ i ¡- ¡ -:n crirr¡33'i bhevJ' j..-.J ç v-v-i

creete a- good- en.,ij-:rc.n-

-! co:no¡.äio Ðrolll-erls. -ilhail-an'1 "i.3s se:i: j-ou'sl Jr cìarnaged

bl¡ ilre ijecoiicl, ,!oyLð ,:!ar in her ecol:lcí¿i¡ as l"iel.l åS !n liler

infrast:rL1c'bU-re lrcl-u-C1ir:; road-S, ¡'ail S ' poi'.rer s'i;atiÛnli,

anj_ p,,::r'i;s. lhe ocr-lta.tr¡¡ r,,¡as al-so f aciilg the pf'olll-el¡s Öf

Ì:ala:rce cf pa:lnents d-ef icit a-r\ð- ihe cei:-Lei j-cr of foreig:r

a-nì¡a,..tr'ê'ì.êqêrveso'itherefore, i:t-rtedLejve s-Leps I'Jere -baken
v:!v: !cr. rUv

b¡r ';he Lrrovernrleni af ter tire Second- .Ìorl d ,;ar bo :reoollsin].ct

ihe itn.fra-sb::uc'bu:re anc1 -Lc restore fcreign -ürade'

"|cgllg.Ê]g 
s!J:rtq.*¡-ug9.'lhaiL.a:rd- is an egricul-tural

o6r.ntrl/. .ihe EoLa.L aTea Of t]'re cou.¡rtry is abou.b 51'|¡,000

sq.Lr-a-re Lr,{l o.oebres. Ii has e pcQuLa'i;ion of about 3A i,tj-llion

a.'E tÌre preseni, ihe d.enslLy oí po"oul at ion r s appro:rirratel.¡

(2 '.arq^"ne raor squ.are itil-o:r.etre. Cver E0 Þer ce:n.t of Lhe
)L 'JU; 'JV.rD 

Jv

.tc'ou.l-aiiotl is ei:i*o1o;tecÌ in ihe agriou-liura] seo't'¡r ald- o;ilrr'-

-" " 5 pet ce nt is e:äpl r:yecl in 'bhe ind-us'br ial- se ctor .

ïjl.q-uis'oJi?,1- 3:¡1ci .ì31:icul'r,.liral d.eJre].'¡.pme4,'b. rjcotror"io

clevel-oÞr'¡re nt itr Tha" il and- is f ol I ouing the d-o ctr ine of

'rl:aleil,ced growt'irrr be-tr,¡eelr ihe agricuJ".bural- sec'Lor ancl the

iirC-u-s-br'ial- secior. :;o-:'Iever , s ince 'jlhail-an,1 is pred-onin-

a:rLl-.v agrlcul-';u-ral-, ihe agriculiu.¡eL sectcr reoeives f irst

oriorit¡r in d-evelcpt,ient. il'urthern.Jre' one cif the -nost
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i:¡i:c:rtant -ill:'e- ccn:J-liions of i:nauLst.rial- 'J"evel'.opneir"Û is the

achjever¡e:r¡ of e. taf;e of in.c:rease ïn e3rj-oultural procÌu-ci-

ivj_'u¡¡ utirioh e:.,ceeci-s ''r,he crtffen'li yate of inorease ojl cl.erralrd-

j-tr ''rhe a.grioul'bu-ra-L secì;or in. o::åe:r tha.i s'Jl1e par-L of the

p::od-uc'b i\ø.:r l¡e suppl ieC- '1,'-¡ tÌre -i nd u.s i;r ial se ctor L'rir ioh d-oe s

no'ì; procluce foocl.

Iio','¡ever, i::l r¡ie-,'I ai e iril)-h raie of popu-l-ât1on

gror',r'bìr*-3 pey oen'L ile:f altntilil--se:f iol-r-s p::Obl el:¡.s 'viith :respecN

to the l-evel-s of er:r.p]3;r¡1s¡¡ an¡- itrco,rne iriil-I- ar'ìse in -r,he

:íuiu::e lrhen j;he a.gricultu-ral- seclor can :not absorb al-L the

ltanporler e"nl ca.:n noi be prod-r,rctive enough 'beoa-use of the

I i::ritei. slr,ppl-¡,r of I and-o r!s bh j-s oocurs, inciusirl.aLf.zai'io:a

'itll-l- becr:::n-e .nore 'inpo-rtalri in 'bhe pllocess oí eool:lorlLic

,C-evelc'ol,len¡ of Tha|land". llr-d-Lr-strïa-Lizalion not oiel;r lrlakes

-irossible an increase 'ì:n procir-r-ctivity, lou! also helps Lo

absorb ihe groi'iin.q l-abcu"r force.

[ienera]- reconjnenclatio:as. lhe purDose of these

*",l.=r.rîJl-"t*" t."= t" * provid.e a guirle for the

eco:noi:ric; cleve-l-opn.e:ei of Îhailand---to e,'lpaird- no:re ra-irid-l;r

anC r.;i.th Erea-ber stabil- i'Ly.

.jcorio:-lio o-evel-oni¡.e::lt n iir crd-er Ûo beSin alrc grow in

va::iou-s regions of the ccl-r.nirlr need-s a fa-¿ou'rable eco-col¡ic

oIi:ra.ie (i.e., aL.l jt|nds o'1 '6,rblic u-'Ûilii;ies) " therefore,

d_eve_'l-oOnelrt of the infrasiructure ancL socl¿¡-l- cverheaCr

ca.piierl i-s lhe f irs,c i:asic neecl.
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:[,.rictr-]-'bure I s 'bhe r¡ailr sector in tlre l]rai econ.o!'a:/.

Tis raie cf €,,i:o,.ii-h oen be increasecf by VariOus Íea:ns sU-ch

as i::.pror¡l:ng rocu-ci ior: b¡r introclu.cing ne-;,1 technrques.
-ii:r r¡rove:¡ent in t'¡ater su-cpl y , irans ,oortat ioi:i, :,oarlceL 1n¡', and-

agri cu-lturâl creCi'c are also necessarJ¡.

lLr-rdu.strial d-evelol:r:en'L can l¡e stlLlulatea 'by the

in'b.r:oduo'bion of 'ta:i and- iarifí incentives clesigned- to

encolrrage orivate i:avestr,tei-¡'i, irr tratrl:-f a.cf,v.r ing 1.n. the

counbr:¡i. Cotiage and- sraaL.l--scale lndu.str¡r can ples¡ a sie'-

:rj-f ioant role in il-rCu-strial crevelopraen-b beca.use Ûhe;r

requ-ire less ca.piia-L an.cl ca-:r fu-nc'üion r'r1th a lower level oí

proC-ucticir techn.iques than large-soale incl-ustry. Since

-Laclc of cai:ibaL. investnent is a. i).ain o.ì¡stacl e for ind.u,s-

.ûr ial clevel-ooiir.en-b , an ind-ustr j-a1 f inano ial lnst itu-t j-on is

:r:'recessarJl- in ord-er to provid-e funcls for the entrepreneu-i,

Developl,-.ent accord.ing to the reoc¡lr¡.en¿af io:rs above

invol-ves a heavy anount of capiial" T'c 1s noi recor:irrtel:ld-ed-,

hoivever , -vhàt bhe govertrile:n'L tr¡r io Llse inf I ab iona"r:¡ :-re'bhod-s

io f ina:rce eco:noilic der¡eloprrrent. '-ilhe na jor par-b of f in.-

atroing shorr-lC colr^l.e -írora d.o¡.est1c solr.rces, supplerineieteC b¡r

e>lfer:na.'l scurces

':'i-:ia'l ly ,

b¡'- lhe efforts o

to u-ogra,1e the ir

and. plain honesi

s,.rcoessful cl-eveioonent -;iil 1 be C-eter:lineo

f both ihe goverl:rireni anC- business oor¡iru-nit.,¡

sta.ci-ards of crganizanion, cc-oÐeran.ron

ad¡ri-nisira'b i on .
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own J..e.:rd- :lequireå íc:: iis oneraticns"

- 1--::oiroieii- ent ii ie s are elle:1.ÞteC, fro:,1 i¡nl:orÛ xut i es

a.nd. br-r-s1nes s Ea>:es on inachi'le::y, parts, co:tpo:rents ai':Ô

àccessoT'J¡ eciuinuent i'eçiu-:::ed- a-nd. oll Ðre fab.¡'icaf ed- sfz'ac-

i':,-:es, or: c:--lrcneni; na"rts avrå t".,.e,Ler ia,'l s for si:¡tuci;Lr-res,

j f ec¡u,ival-en'r, :.a-'-er ia-ls a"re not pz'od.i-tced" J oca11y "

- -- le.. prc i¡'i;e ì i-'d.l:-si¡';' (,¡:i cr;1,'l- lcabl e is

el{Þe:rsiorr of ?.t', e::isbi::3 inCusi.r;,") r;111 be e:te;:rirt fi'on

inco:ie lares fcr a Þeriod- of five;¡ears'l-.e3r:ilri::lg lli-r,h Lhe

f irsi ;reåï :¡llel¡ sa-] es o1iir-c,:neS âre -¡'ecor,1e.'l-.

- :ii prciroted inCu,st:r'J- üa,y" f:r'eell re:-:it forcign

criri'e:,c.lr cover i.:; :"etu-rn cí ca; iial , pl'oí:r s , irie -rc st a.-vf

r,-¡.ì -,-i^o'l 'r¡ 5r-^ai'.n 1m¡ ¡.. ì1.1r:--l-i--in- ^-a ¡-i-l.a:. -l ii-a'i!) -v: -ur- \/l J-J: ¿ -õil -tva;-.1ù, LrJJaat*vLiJJt ìJ¡ vrJrru¿ r j-:lt,

1ê - â q cq :à:r _no :¡;.to-¿'¡ c
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3r llr;he:: Ðe rso a;1el ltÊo,ll i:r'eC. ,,:il L be -oerr iile 1"

". Iìre n::c.iloteå irciusfr.¡,- ra;,r e:rno::ì; i,üs produ_cts ií
,-ct cc::ira.ry i,c tÌre secu,r:iiy tnd. econcn:.c i-lie::esi of

l'he" i,-r an.d "

l ndus';rie s u runber iir¡ I lC :-¡ e-l_]. , àTe l- i.sted e"nC

c-l as::t'-:el- as :roJ-1s :r, - , c: ¿ a.ccclli'.3 -uc o:r'l:¡'1t ies,

- SÞecif 1ed. indu,sl::ies, id-=lbiíieC a.s lrolr-p :: in

the .ict,'¡rill-l- be e>lencted frc:"c fu-1li inno.r:t Cuties anå

bu.siiress j;a:les on ra.t.i or necessârir llateria-.r s fcr =. reric,å

:f fir¡e .¡ra2.t=; ¿'.:si.'t=r classiílcaticü J.'i.,.cusl¡.i.es, *.::cu.-c

i, r'¡i-'l--," be e-;eirrpted fr-o¡ 5A lleï ce:rt cf su_ch du.iies at-rd.

Laxe s íc_r' f i're :ieai: s "

- trthet' i-¿¡.sf 1'j e s , cír ns id_ered_ of f or¡er pr i,or it;r

thar G::cuc å ant L, cJ_assified as O:'ou: C :.il the.icto ea-y

Llìron I€corirr-rr'tr:'ld-a.i;i,on b,1r bhe ßaa:C of invest:rcr.i anð aiprota.l

bl.' ile J:.':r'et, rr:cel-¡e et:e'. l::r-rc :"aL c;.;ceef i"1 .3 ,f 'a:*ilt j:',1

of the i.l. D3ïL ilu_'c ies anå b,-r-s i i:,ess ta:res on ra.i,J r¡tates'ials.

* 3::cl,roteC ilrCuslries na,y ltec;e ir¡e , u.prî specif ic

an.cr'.:-r-e.l b-v the Ë'oa.ild a.¡d foy suoh perio,J- of biire as it
rtay a.¡iLtrto.rize , aCCii io¡ral belleÍ1ts sLich ¿-"s:

?." Pronibition (-ì-i: ::es'br.ictic:: cf ir¡,rrts i;:ir:
Iitai--l_a.nd ,:f I il<e prcilucts,

b. T:rcrea-se i:r cu"sï;o:iis dut ie s on _"1.. ike r:ro:lucis
-ì',4_¡r-¡r aâ: ..,/!/_ u! _¡- ô

c, '--:;e,:pf i:: r !t='... it !.:1u_ci ic: cf e::i:::rt f;.:-:<eG I a
prcCuci s e,'iÞor-{"ecl ,

d-" :j>lenpb ict fra:îi l-ìu-siness ia::es on e :{pcl.Ls"
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