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Thailand heeds
the warning

Controls have heen eased and
expansion is encouraged, but a
high price will be paid for delay

By Peter Fish

Bangkok: With the booming construc-
tion sector suffering shortages of » key
input, Portland cement, Thailand has
launched » major expansion that could
more than double current capacity and
allow it to resume exports after 1981,
Two of the country's three major
cement producers — Siam Cement and
Siam City Cement — are already ex-
panding. The third — Jalaprathan
Cement — has plans underway.

All three will be spending US$100
million or more. In addition, the
Board of Investment has authorised
three new cement projecis to go
shead, of which one, a Thai-South Ko-
rean venture, is scheduled to export
70% of its output.

Unfortunately, while the industry
was warning about the prospect of
shortages two years ago, a system of
domestic price controls instituted after
the OPEC oil price rises in 1972 and
1973 has deterred companies from ex-
panding their output’in line with de-
mand. Now controls have been eased
and expansion is encouraged, there is
the risk that by the time the new caps-
cily comes on-siream export markels
may not be as buoyant,

Thailand has been self-sufficient in
Portland cement for many years, and
also produces smaller quantities of
white cement (used for decorative and
architectural effects). In the past de-
cade, exports of cement have risen
from 33,000 metric tons worth Baht
17 million (US$850,000) in 1967, to a
peak of 919,536 tons worth Baht 650
million in 1974, after which they de-
clined to as Hitle as 313,229 tons
worth Baht 217 million in 1977. Prin-
cipal export markets have been Indo-
nesia and the Middle East.

The decline in exports has coincided
with increased local demand, which
began to revive after 1975 with a surge
in spending on rural projects and the
. gradusl economic revival sfter the re-
cession that followed the oil crisis.

Production of cement has slso risen
steadily, though not at as fast a rate 23
demand, from 1.7 million tons in 1967
* to just over 5 million tons last year, st
which level the industry was operating
at 99% of capacity.

Controks on the retail price of Port-
land cement were brought in on Feb-

= - -

mary 26, 1974, in an effort to stem

iam Coment: At full cepecity.

the inflationary impact of the oil price
rises, Although retail prices for cement
were adjusted several times during sub-
sequent years, producers argued, with
some justification, that prices did not
keep pace with soaring costs, particu-
larly for oil, which constitutes 50% of
the cost of manufacturing cement,

At the end of 1977, the government
— realising that the construction boom
would further escalate in 1978, with
added impetus from its own Baht .6
billion rural infrastructure plans —
moved {0 encourage expansion of the
cement industry by changing the sys-
tem of retail controls to one of *“'con-
sultation” on the wholesale *price.
Meanwhile, the Board of Investment
announced that promotional privileges
would be issued to companies expand-
ing existing cement plant or starting
new ones. In addition, exports of Port-
land cement were banned,

Many in the industry feel that such
sction was belated, as expansion takes
three years to come on-stream, and the
necessary imports during those three
years will be 3 painful loss of foreign
exchange for a country whose trade
deficit has risen from Baht 20 billion
in 1977 to a probsbie Baht 26-30 bil-
lion this year.

Demand for cement is expected to
reach 5.5 million tons this year, com-
pared with domestic’' production of
just over § million tons. In 1979, with
demand at 6 million tons, some
900,000 tons of imported cement will
be needed. In 1980, towsrds the end
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of which domestic production should
begin to reflect additional capacity, al-
most | million tons of imports may be
necessary, sccording to industry fore-
casts. -

From 1981, when surplus cement is
expected to be available, the outlook
for exports is far less assured than in
the mid-1970s, with ssles to the Indo-
nesian market severely curtailed and
several Middle East countries lsunch-

- ing their own production facilities.
"However, that does nof szem fo
have deterred the three applicanis
whose projects have been sanctioned
by the Bosrd of Investment, These are
the Mah Boonkrong silo and bulk-load-
. ing group (whose shares have consist-
ently dominated trading on the Securi-
ties Exchange of Thailand since their
listing eaclier in the year) which wants
to spend Bsht 1.2 billion on 2 plant
rated at 800,000 tons a year; Thai In-
dustrial Cement, which plans to spend
Baht 825 million on 2 plant with simi-
lar capacity; and the Thai-South Ko-
rean venture costing Baht 2.8 billion
and witha capacity of 1.65 million tons
a year,

For this third venture, ICC Corpors-
tion of South Korea will take up 40%
of the equity and take responsibility
for finding export markets. Two Thal
companies, Bangkok Industrial Ser-

_vices and Thai Sugar Mills, will share
the remainder of the equity,

Industry sources express some
doubt that all these ventures will go
shead in the light of possible difficul
ties in finding markets after 1981. In
any case, many more projects are ap-
proved by the Board of Investment
than actuaily go shead.

For the next two years, however,
with officisl programmes for infrs-
structural  improvements, ‘includiang
metropolitan road schemes, 2 nstural
gss pipeline, airpori expesmsion sad
rural works, coupled with incressed
demand for faciories, office space and
private homes, there is likely 1o be lit-
te let-up in the demand for cement.
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