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Abstract

The objective of the study is to analyze the effects of the investment promotional
policy on the competitiveness of the manufacturing industry in Thailand, and to make
recommendations that would improve the competitiveness of the industry. The study will
focus on four major manufacturing industries, which are textiles, electronics parts and
electronic appliances, automotive and parts, and ceramics. The study includes
information from different sources, namely available published information, twenty-four
in-depth interviews, focus groups interviews, and questionnaires already submitted (96
from textiles, 171 from electronics, 213 from automotive, and 118 from ceramics
industries).

Result of the Study

Industries under BOI Privilege

The most important privilege in the manufacturing industry is tax privilege for
machinery, raw materials and income. The tax privilege would reduce the cost of
production and also would increase cash flow, which would ease the operations of the
factory. The result from the survey on tax privileges shows that the industry prefers a
tax cut and/or exemption for a certain period on imported raw materials and a tax
exemption on income for a certain period.

Industries without BOI Privilege

The reasons that they do not want to apply for BOIl promotions are too many
rules and regulations relating to the application in the process, and the privileges from
. BOl do not provide enough benefits for their businesses. But more than 50 percent of all
the manufacturers in the industry without BOI privilege would like to have BOI privileges.

Textiles, electronics and electronic appliances, and automotive and parts
manufacturers suggest that they would prefer a tax cut on imported raw materials, but on
the other hand, the ceramics industry suggests that it would prefer a tax cut on income
and need help in finding low-cost capital resources. The reasons for the conflict of
interest in this case could be that most of the raw materials used in the ceramics industry
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are available locally, so there is no need for lowering of taxes on imported raw
materials.

Overall Results

The result from the interviews, focus group interviews, and this research hearing
indicates that the reasons that discourage the manufacturers from joining BOI are rules
and regulations of teasing to the application process, lack of information and ability to
be able to understand the policy, and unfairness of some of the aspects of the policies.
For example BOI does not help the industry which produces products that can be used
as a substitute for imported products as much as helping the industry which produces
products for export.

Recommendation

Government’s Roles

Every involving government agency, which includes National Bureau of
Economics and Social Development, BOI, Ministry of Industry, and Ministry of
Commerce should work together and provide certain policies and guidelines to help the
development of strategic industries. The policies should then be deployed on to the
operating agency that would be responsible for implementing, monitoring and the
assessing the policies’ effectiveness.

BOVI’s Roles

The BOI should set plans and policies according to the country direction,
international trades rules, and foreign investment policies to strengthen competitiveness
of the industries. The policies should also be balanced between the exporting products
industries and import-substituting products industries; and between the development of
the industry and the protection of the industry. The criteria for the privileges should be
based on the locations, types of industry, and funding amount. The policies also should
be concerned with environments and pass-on technology.

For now, the BOI should improve its effectiveness and efficiency in implementing
the policies firstly by restructuring the management process, so that it could meet the
applicants’ needs and expectations; secondly, acting as a source for information; and
thirdly, informing people and investors about the policies.





