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FOREWORD

The importance of the construction sector as part of the economy
of Thailand is rapidly increasing. Developing economy which is almost
vigibly changing Thailand from an idyllic, basically agricultural
country into a modern state, requires adequate means of communications,
dams, housing projects, schools, factories, etc. Gross domestic product
originating from construction was in 1966, 15 per cent above the year
1965 and from all signs 1967 will be at least that much and probably
even higher than 1966. It is estimated that in 1967 construction work

in the public sector alone will reach the 4,000 nillion baht mark.

A precondition for the balanced progress of the comstruction
sector is a simultancous development of all other related activities
such as, development of the building material industries, modernization

of building techniques and designs, rationalization and standardigation.

‘Development of the building material industry which is the main
subject of the report "Construction and the Building Materials Industry
of Thailand" is an integral part of all nmentioned activities. This
report, the first in the series of four is dedicated to the contribu-
tion of the conatruction sector to the economic development in Thailand.
The second part is giving a survey of building nmaterial industry of
Thailand, the third suggests some measures for the development of
building materials and the fourth gives a brief survey of the housing
situation and an estimate of building material requirenents.



CONSTRUCTION AND THE BUILDING MATERIAL INDUSTRY OF THAILAND

PART I. CONTRIBUTICN OF THE COMSTRUCTION SECTOR
TO THE ECONOMIC DEVELOPMENT OF THAILAND

*
By Milan M. Pajevic

1. "CONSTRUCTION COMPONENT"
OF THE GROSS FIXED CAPITAL FORMATION

Building activity accounts for about one half of the estimated
gross fixed capital formation (Office of the National Economic Develop-
ment Board, Office of the Prime Minister (1966).—"National Income of
Thailand, 1965 Edition."). During the first stage of the First Economic
Development Plan, building and construction constituted the largest
component and accounted for 50.4 per cent of the total in 1957 and 50.7
per cent in 1965. The proportion of public building to total construc-
tion was estiuzated at 27.5 per cent and 38.0 per cent in 1957 and 1965,
respectively, as against 72.5 and 62.0 per cent for building in the

private sector in the same years. (See Figures 1 and 2, and Table 1.)

The estimate for building activity in the private sector was made
on the basis of data on building permits which are issued only . for
municipal areas. The estimate of capital formation in the form of the
building and construction for the remainder of the economy was made
utilizing various sources of information, including the computed value
of private construction in the rural sector as well as the cost of
opening new land. Government building activity was estimated separately
on the basis of responses to questionaires sent to the various govern-

ment departments and enterprises concerned.

Capital formation financed by grants and loans was estimated
independently on the basis of available data from foreign and interna-

tional organizations.

Table 2 gives a more detailed breakdown of building activity for

* _
Materials of Construction Group, Technological Research Institute,
ASRCT, Bangkok.



for main categories of buildings in 1964 and 1965. In order to derive
the value of each type of building and other'donstruction, data on
floor space obtained from building permits were multiplied by relévant
‘information on cost per square metre supplied by technicians of the
Department of Public and Municipal Works.
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Figure 1.—Gross fixed capital formation classified by main
types of capital goods 1957-1965 at 1962 prices.
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TABLE 2

PUBLIC AND PRIVATE BUILDING ACTIVITIES 1964-1965

1964 1965
(Value in thousands of baht)
Public construction

l. New construction

1) Dwellings 162,424 249,359
2) Office and commercial buildings 466,194 319,326
3) Road and bridges 1,426,506 1,012,567
4) Runway and passenger’s rooms 128 3,087
5) School 198,130 285,454
6) Hospital 367,166 64,082
7) Other construction 555,180 795,417

2. Maintenance and expansion of
construction 270,505 218,310

Private construction

Dwellings 1+119,794 1,578,301
Commercial buildings 2,745,136 2,684,130
Manufacturing 82,772 20,827
Communications - 6,857
Services 121,835 256,491
Othe» works and consiruction 125,078 9,734

Source: Office of the National Ecomomic Developuent Board,



2. CONSTRUCTION AND GROSS DOMESTIC PRODUCT

Thailand's gross national product (GNP) reached in 1965 an all
time high of 80,292 million baht. Growth rates ef GNP, have since 1957,
although fluctuating, been always positive and averaged over 7 per cent
per year (growth in population estimated at 3.2 per cent per year).
Per capita GNP in 1965 was over 2,500 baht (1,800 baht in 1957).

During the 1960-1963 period of the First Economic Development Plan,
construction sector averaged one of the highest annual grewth rates, of
15.4 per cent (the only higher rates were achieved by banking insurance
and real estate~16.2 per cent, electricity and water supply-~17.0 per
cent, and fisheries-19 per cent). Between 1963 and 1965, average
annual growth rate was 8.2 per cent., Exact data for 1966 and 1967 are
not available, but according to some informed sources the growth in
1966 was 15 per cent higher than in 1965, and at least that much in
1967. Construction sector as well as manufacturing are still contribu-~
ting very little to the Gross Domestic Product (4.8 and 12.12 per cent,
respectively in 1965), in comparison with sectors like agriculture
(40.5 per cent) and wholesale and retail trade (19.18 per cent), this
structure is rapidly changing, particularly since 1962, and it is
expected that construction will further gain in importance in the

future.

Private construction contributed the larger share of the value
added. In 1965 it accounted for about 64.8 per cent of the total or
2,487.9 million. baht. Of that amount construction in urban areas
accounted for 45.5 per cent or 1,747 million baht. During the period
between 1962 and 1965 the share of private construction in urban areas
was 43-47 per cent compared with only 33-35 per cent between 1959 and
1961. The greatest growth of the construction value occurred in 1963.
The growth of the private construction in urban area for that year was

36.8 per cent and the value of public construction rose 33.3 per cent.



*pavog jusmdofaroq 2TMOUCIY [VUOTIBN 9Y3 JO 991II0

G96T PUR[TUY] JO aWOOUY [BUOTIUN :B3OIN0G

w | rrest CEWT 0'10£7 01T CLEI'T r'950' 6161 TSS¥1 vER'L Oneg) IND wdw g | 2
12 | ewe'oe | soro'es | csiges | soos'es | eoces | vole'sr | osscwr | ves'ty | 1esoor awmonn ewopey | 17
o $'S9b'S $°88s'y 6LEL’E TL0'e 8'L5KT [4 17 4 h..owo._ 662y’ 8T8 saousmojie uondwinsuos jande) o
61 6'190'8 6'891°L 899€'9 6°LECS ootl's 0'8Y9'y CIo'y 1T9'c yeTe'e £2XE} PAIPE] @ $$9] 61
81 | LULI'08 | USELWL P9 | 9T 0oug'es | SIL'SS | vedces | LIZ0Ur | sel'sy :  (4ND) peposd pumoyva w1y | gj
Lt et — 18 — vob — '8 — €66 — 166 — T9tl — | Tost — RIUET PROIGE UIOL) SWOdUI JaN  shid Ll
91 | T's8V'e8 CIEYL | BI96'RY 0'LOE‘S9 £696'6s 6'SIy'ss ysmw'es | CLUW 18'sy (day) “pupesd sysamop w1y | 9¢
Si $'8£6°9 v'E9v'e L$01°9 1'869's 0'0I€"S 9'960'S 9'g68'¥ Nish'y eolly SIS st
¥ | 06 Uray'E 8708'€ LI£0'E 6'6¥6'7 990L'T I'sev'z 6¢€S'T 0'69¥'7 2ou3jep pue wopwnsmwpe syqnd | ¢l
e | oveee | oz L'310't L'958T £969' 69552 §UN'L o107 | o586 Bupganp jo dmusesg | €1
T | 9PE6T &H9v'T | YLR0'T TL88'1 tols’l 9sLT’l " 5h0't 96L8 0S8 neisd _wﬁ. pue souemnsut ‘Supyueg | 71
| oeseewt | ososeyt | oeveott | efLs'Hl | ogLocor | 20996 1'L08's o9pl's SPI9'R spesn [reyds pue oEsouM | Il
01 £L66°S 6'E6L'S L5y LSy 1'800'y $'3P6°E 6'9€€'C L189'T L'889'T uonexununmod pue voneuodsueil | of
6 69Ls LTS (1144 [W A 1067 e Tom T691 P8EL £iddns 1nem pue oy | 6
] 1'6€8°¢ 69€9°¢ o T8LE'E L6ILT SLETT £010'T 9'¢5L"1 Uivr't o't . ) aonINAISLO) 8
L 4896 $695'8 ePL8L Tyl o9 0288°s S0E8'S 1’622 960"y Suunpejeuey L
9 09L9't L'R6€ 790t 08L6 $T06 £S9L o9 0TS $°'869 Buikuaenb pue Buoyy | 9
S 6181°C 6°$80°C I4x11 ¥4 oS’ Tust | osos't €098l $865° 1 SW9tL Kyoaro4 [
14 89T } SENT 16EL" ! TE91°t 6pLl'Y 9'8L6 398 0'sTL S'pEs SIS v
t LTSty 6'TI8'E TLES'E 8'608'€ 9°956't g616'¢ 6660y 8TICE [43:1 4% . MO0ISIAIY €
[4 v 190%'Lt oo L1 8'66€°L1 0T0T'9 (4313 /] '62s'Cl 9Tel 9'890'11 sdoa) 4
! $'€6T9 #'896'ST 9'601'$T \m.Sﬂ...N IRTIR 8°889'17 1'996'81 1°660°61 8'686'91 ammouly | g
surp| 9961 961 £961 961 1961 0961 6561 2561 L561 uluQ Eusnpag sur]

t

{14eq Jo SUOTTIIN) .
FROONT TVNOLIVN ANV NISTHO IVINISOGONI X9 ID0AOBd TVNOIIVN SS0Wd

¢ J14VL



TABLE 4

THAILAND : GROSS DOMESTIC PRODUCT
ORIGINATING FROM CONSTRUCTION

(Millions of baht)

1959 1960 1961 1962 1963 1964 1965
Government 617.1} 637.4| 704.4f 796.7(1,060.4/1,260.0[1,351.2
Private 1,138.5{1,372.911,433.1|1,923.0:2,317.8(2,376.9|2,487.9
Total value
added 1,755.6{2,010.3|2,137.5,2,719.7!3,378.2(3,636.9]3,839.1
Source: Office of the National Economic Development Board, Office of the
Prime Minister (1966).-"National Income of Thailand, 1965 Edition
TABLE 5
THLILAND: BUILDING AND CONSTRUCTION (AT 1962 PRICES)
(Millions of baht)
Gross values Value added
Gross values gr::s%fgied Value added gros:sdfmzitic
capital formation product
1959 3,853.6 55 .4 1,957.0 3.9
1960 L,277.8 52.5 2,231.4 4.0
1961 4,553 .4 49 .4 2,369.5 4.0
1962 5,982.0 51.3 2,719.7 4.2
3963 7,692.8 51.6 3,410.3 4.9
1964 8,335.5 50.5 3,649.3 k.9
1965 8,835.0 50.7 3,857.6 4.8




3. INDUSTRIAL POLICY~-PROMOTION OF INDUSTRIAL INVESTMENT ACT

In order to encourage investment, local as well as foreign, in
industries, the Government of Thailand has enacted a number of promotion
laws. The first one called the "Act on the Promotion of Industries,
B.E. 2497" was enacted in 1954. This act was replaced in 1960 by the
"Promotion of Industrial Investment Act, B.E. 2503" with the Board of
Investment becomming administrator of the new act. Two revisions of
this act have been made. First one in 1962 and the second one in 1965
under the name "The Promotion of Industrial Investment Act. (No. 2)
B.E. 2508" (1965). Promoted industries receive the guarantee that the
State will not engage in any new industrial activity in competition
with that of the promoted industry and that the State will not nation-
alize any private industrial activity.

In addition to the above mentioned, the promotion includes the

following rights and benefits:-
- Permission to own land;

- Exception from import duties and business tax on the machinery,
component parte and accessories required for the industrial

activity;

- Exception, in the case when a promoted person is a juristic
person, from taxes on income derived from the industrial activity

for five fiscal periods;

~ Taking or remitting abroad of money in foreign currency, if it
represents investment capital derived by a promoted person from
a foreign country, foreign loan, profit derived from such
investment capital, interest on foreign loan, or obligations

assumed by the promoted personj;

- Bringing of skilled workérs and experts who are aliens into the

country; and

- Permission to export the products.

Promoted industrial activities (or industries) defined by minis-
terial regulations or by announcement of the Board of Investment under

the provision of the Act of 1962 are classified into three groups.

10



Group A includes—industrial activities which are vital and
necessaryftﬂ/the economy of the country, group B are those which are
less vital and necessary to the economy of the country -than_those

"under—group A,and group C are those other than the industries classified
under groups 4 and B,

Main difference between the groups is in the exemption from import
duties and business tax. In the case of industries classified under
group A the exemption applies to a full value, for those under group B
for one half of the value, and for those under group C for one third of
the value of import duties and income taxes collectable on raw or
necessary materials used or estimated to be used for production within
a period of five years.

Originally, cast iron, steel, asbestos cement, plastic pipe, and
household electrical appliances industry were designated under group A.
In"August-19645—however;—these industries were withdrawn, while calcium
carbide and kraft paper industry were added to this group.

Electric wire or cable industry, electric accessories industry and
household electrical appliances assembling industry were designated
under group B, In August 1964 two of them, i.e. electric cable and

household electrical appliances industries, were withdrawn.

The majority of building material industries belong to group C.
During the period between 1962 and 1965 the following industries were
added to the group: wire net for protection of insects industry,
glass sheet industry, galvanized iron sheet industry, stone quarry
industry, prefabricated building and prefabricated factory of iron

structure industry, fibre board industry, end welding electrode industryg

Table 6 gives a list of building materials and related industries
for which promotion certificates have been issued in the period between
1957-1965. O0f the total of 347 business establishments which received
promotion certificates during the 1957-1965 period, 85 or about 40 per
cent belong to the building materials industry group. The total
registered capital for this group was 821,598,000 baht (approximately
US$ 40 million) or about 35 per cent of the total capital registered
for all industries. About 27 per cent of the registerecd capital was
foreign.

11
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4, CAPITAL INVESTMENT

The industrial sector plays a minor role in the Thai econonty. 1t
accounts for 12-13 per cent of the Gross Domestic Product. Most of the
manufacturing industries are in private hands and cater mainly for
domestic production. With a few exceptions (one plywood factory, marble
quarry), most of the building material industries are private. Private
investment amounted for all industries in the period between 1957-1965
between 80 and 90 per cent. This proportion fell sharply after 1961

mainly as a result of increased public expenditures on electricity.

Breakdown by type of building materials and related industry (for
manufacturing only) in the private sector is indicated to some extent
in Table 7.

Available data are incomplete and can only be used to show trends.
Figures on actual investment are not available and although there is
no precise relation between them and the size of registered capital it
is estimated that the total capital investment of all "promoted"
building material industries in operation amounts to approximately

triple the amount of the total registered capital.

Registered capital of the building materials and related promoted
industries in operation during the period 1955 amounts to 358 million
baht (an equivalent of US$ 17.2 million) of the total registered.

About 20 per cent of the total registered capital is foreign. In terms
of number, electric appliances and accessories, wood curing and inpreg-
nating, and galvanized iron sheet industries come first, followed by
cement. In terms of capital, cement industry is by far the most

important.

In Thailand, as in the case of other developing countries, the
sources of financing come from internal savings and internal sources,
foreign sources in the form of grants and loans, and in making use of
those mechanism in the international monetary world whereby certain

short~term financing can be made.

Most businesses in Thailand are operated as private undertakings
by a single person or a family. Since 1958 under the Governments

policy of industriel promotion, public coumpanies began to be formed in

15



TABLE

7

LIST OF PROMOTED BUILDING MATERIALS INDUSTRIES
IN OPERATION, 1955-~1965

Number of

Registered capital (baht)

Type of industry |factories
opened Domestic Foreign Total

1 {Metal rolling mill,

iron transfiguring

such as bolts and

nuts and nails 8 21,410,000 4,590,000 26,000,000
2 |Electric appliances

and accessories,

electric bulbs,

cable and wire 4 17,004,000 | 19,996,000 37,000,000
3 {Wood curing and

impregnating and wood

parquet flooring 4 9,300,000 200,000 9,500,000
4 {Galvanized iron sheet 4 13,498,500 | 14,001,500 27,500,000
5 |Cenent 3 164,446,000 7+554,000172,000,000
6 |Ceranics 2 9,000,000 - 9,000,000
7 |Glass products 2 5,100,000 3,900,000 9,000,000
8 |Aluminium products 2 4,202,000 298,000| 4,500,000
9 |Shaving-board 1 30,000,000 - 30,000,000
10 |Gypsun 1 2,000,000 - 2,000,000
11 |Plastic pipe 1 8,000,000 2,000,000 10,000,000
12 |Iron pipe 1 2,000,000 | 10,000,000 12,000,000
13 |Paint 1 500,000 9,500,000 10,000,000

Total 34 286,460,500 358,500,000

72,039,500
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greatér number. In spite of constant improvements the capital market’
in Thailand is still very inadequate. There is a scarcity of long-term
funds and institutions which would provide long-term finance. In order
to improve this situation, the government has set up the Industrial
Finance Corporation of Thailand, a private institution to finance
medium and long-term investments in industry. A fund to finance small
scale industries is operated jointly by the Ministry of Industry and
two -state—~owned commercial banks. |

Interest rates for loans paid by local contractors in Thailand are
very high (12-14 per cent per annum) in comparison with rates paid by
foreign contractors in their respective countries,and as a result the
najority of important construction projects are awarded to foreign
construction companies. A petition by the Contractors Association of
Thailand has been forwarded to the Ministry of National Development,
which is investigating the measures for improving the present situation,

A possibility for advanced payment by the State Highways Department
to Thai contrectors guaranteed by the Association is being studied at
present. The advanced payuent would be ten per cent of the cost of
each stage of work. In addition to this, the Ministry of National
Development and the contractors are discussing with the Bank of Thailand
the possibility of providing loans to local builders at half of the
present interest rate.

5. " THE SECOND FIVE YEAR PLAN

In order to accelerate the economic growth rate and further
improve the living standard, the Second Five-Year National Economic and
Social Development Plan (1966-1971) aims at an increase to 45 per cent
in Gross Domestic Product over the plan period (See Table 8). The
annual growth target is projected at 8.5 per cent per annum in the
Second Plan as against 7 per cent achieved in the First Plan., After
allowing for the increase in population at 3.3 per cent per year, this
will mean more than 25 per cent increase per capital income by 1971.

‘The relative importance of construction will further expand and
contribute greater share to the national output.
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TABLE 8

GROSS DOMESTIC PRODUCT OF THAILAND (1965-1971)

(Millions of baht)

Actual 1965

Target 1971 Annual
G.D.P. Percent G.D.P. Percent growth Rate
distribution distribution| 1966-1971
Agriculture 26,400.8 32.9 34,031.7 26.2 4.3
Mining & quarrying 1,676.0 2.1 2,659.6 2.0 8.0
Manufecturing 9,684.3 12.1 17,799.8 13.7 10.8
Construction 3,839.1 4.8 7577 7 5.8 12.0
Electricity & water
supply 576.9 0.7 1,369.6 1.1 15.5
Transportation &
communications 5,997.3 7 .4 11,217.4 8.6 11.0
WVholesale & retail
trade 14,928.7 18.6 23,689.9 18.2 8.0
Banking, insurance,
estate 2,934.6 3.7 7+527.7 5.8 17.0
Ownership of dwellings| 3,394.0 4.2 4,548.3 3.5 5.0
Public administrafion
and defence 3,922.2 4.9 7,741.2 5.9 12.0
Services 6,938.5 8.9 11.960.4 9.2 9.5
Gross Domestic Product |80,292.2 100.0 130,123.3 100.0 8.5
Table 9 indicates major production targets of the Plan. Expected

expansion of industrial output includes considerable increase in the

output of cement, steel, gypsum, and oil refinery products.

During the Plan period the labour force in the construction sector
is expected to increase from 110,000 in 1966 (0.75 per cent of the total
14.55 million) to 160,000 in 1967 (0.95 per cent of the total 16.76).
It is felt, however, that the figure of 14.55 nillion of persons given

as a total euployment potential for 1966 is lower and that the total

labour force, total and employed ‘in construction, is higher. The report
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TABLE 9

MAJOR PRODUCTION TARGETS OF THE SECOND PLAN

Lctual Production

Production Unit Production Targets

1965 1971

Mining: Tin concentrates ton 26,419 32,000
Lignite ton 125,000 417,000
Manganese ton 30,265 50,000
Fluorite ton 51,889 60,000
Gypsum ton 11,240 50,000
Industry: Cenment ton 1,300,000 2,800,000
Gunny bags unit 42,400,000 | 65,000,000
Paper ton 22,300 60,000
Chenical fertilizer ton - 250,000
Car assembly unit 8,692 250,000
Tires unit 140,000 300,000
Steel ton 100,000 400,000

0il Refinery milion 13.0 18.0

barrel

*
"Industrial Development and Investment in Thailand 1966" estimates the
total labour force for 1965 at 16.7 nillion.

An ioportant part of the construction activities during the Plan
period is expected to be in the realization of the major physical
targets of the development in the community facilities and social

welfare sector.

There will be 54 projects implemented during the Plan period and
classified into two major programmes namely, rural development, urban

development, social welfare, and labour.

*
MINISTRY OF INDUSTRY (1966).— "Industrial Development and Investment
in Thailand 1966." (Bangkok.)
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Major targets of the rural and urban development programmes are

given below.

Rural developnent

The rural development prograwme includes several projects which
will help to accelerate oversll rural development. By the end of 1971,
the provision of rural water supply to 30,000 villages will cover about
60 per cent of all villages in Thailand. The self~help land settlenent
scheme will be expanded by allocating more land and ioproving the
facilities in the existing settlements. Construction of rural roads
will be further accelerated during the next five years. Other rural
developnent programmes include an occupational promotion scheme, coumu=-
nity developnent in the North-east and border provinces of the South,
as well as the hill tribes development programme which emphasizes upon

the expansion of hill tribes settlements and occupational promotion.

Urban developnent

The programme aims at providing low-income housing in the urban
area, particularly in Bangkok and Thon Buri which have a great shortage
of urban dwelling units for the low-income people. The Plan proposes
the outlay of 100 million baht for urban housing development to supple-
ment the housing investuent by state enterprises, other agencies, and
private housing projects. Another scheme concerning urban reconstruction
is the construction of Bangkok-Thon Buri drainage and sewerage systen.
Other projects include the improvement of the metropolitan and provincial

water supply and town planning for about 50 cities.
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