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ECONOMIC DEVELOPMENT AND URBAN DECENTRALIZATION
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I. INTRODUCTION

In the process of development almost all countries experience urbanization.
People tend to cluster around specific geographical areas which we commonly call
cities. Advanced industrial countries have experienced this phenomenon for over
several decades and have already reached a high and stable level of urbanization.
About 70% of their population now resides in urban areas. In developing coun-
tries, the level of urbanization is still low ranging between 10 to 60% . However,
they are now undergoing and will continue to experience a rapid pace of
urbanization."

The unprecedentedly rapid pace of urbanization in developing countries has
brought about a flood of problems. Rural and urban areas stand in sharp con-
trasts posing problems of regional disparity. On the one hand, depopulation in
rural areas leads to depressed rural economy. On the other, cities show visible
symptoms of overcrowding, congestion, and a lack of housing and other essential
services to maintain decent human life.

In the face of massive scale of urban problems arising from urbanization pro-
cess, governments in developing countries have attempted to influence the urban-
ization or to ameliorate the conditions in cities. However, policy makers in
developing nations have rarely spelled out a consistent set of policy goals in
concrete terms. They often complain about problems such as unbalanced growth
patterns among regions and inefficient land use in cities, and propose spatial
strategies to deal with these problems. But, neither have overall policy actions
been guided by clear goals based on welfare criteria such as efficiency and equity,
nor have they been implemented with a reasonable understanding of their effec-
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Useful sources of information about urbanization in global context include United Nations
(1987) and Renaud (1981).
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tiveness and impacts. At present, we know very little about how decentralization
policies affect the social welfare. For these reasons, most “urbanization policies”
in developing countries have been ineffective and are in the state of confusion
and inconsistency.

The main purpose of this study is to examine the urban centralization—decen-
tralization issue in Thailand. Furthermore, to gain some general understanding
about the issue, we will refer to studies done in other countries including Korea
and Brazil. Specifically, the study deals with the following subjects:

1. Effectiveness of past decentralization policies.

2. Factors which affected the performance outcome of the past decentralization
efforts and the overall urbanization pattern.

3. Evaluation of the urban management proposal that has been recently adopted
and put into effect.

An ideal study of decentralization policies should be able to examine impacts
of spatial policy tools on locational behavior of business firms and to measure
efficiency and equity aspects of policy tools. Such a study requires, as a minimum,
a survey of businesses with detailed information on policy tools, locational choice,
business environment, business operation, and employment effects. Currently,
Thailand does not have such a source of data. Therefore, this study looks at the
overall trends of population distribution and regional income over a period of
time when various implicit and explicit spatial policies have been implemented.

The organization of this paper is as follows. Section II describes the implicit
spatial policy in terms of economic development policy in Thailand. Section III
explains the evolution of the explicit spatial policies in Thailand. In section 1V,
the impact of implicit and explicit policies on spatial development is evaluated
and contrasted with Korean experience. It also examines the desirability of the
current policy shift. The last section presents a summary of major findings.

II. ECONOMIC DEVELOPMENT POLICY AS IMPLICIT SPATIAL POLICY

1. Economic development policies

Thailand has experienced a sustained economic growth since the 1950s. (Table
1 and Table 2) During this period of growth Thailand has implemented a number
of economic policies. In particular, Thailand embarked on deliberate attempts to
facilitate economic growth since the 1960s by preparing a series of economic
development plans.

The First National Economic Development Plan (1961-1966) set forth the basic
idea about the role of the public sector in economic development. The First Plan
stressed the impdrtance of the free market mechanism in economic development
and tried to limit the role of the public sector. It stated, “...in Thailand increased
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Table 1. Trends in Economic Growth (in 1972 U.S. §)

Real GNP  Real GNP* Share(%) in Current GNP® of
Year  (million per capita

U.S. $) (US. §) Investment Saving Import Export
1960 3,100.64 121.03 15.69 15.56 18.90 17.52
1965 4,794.66 156.73 20.18 19.81 19.56 18.25
1970 7,219.26 198.49 26.10 22.28 21.49 16.65
1975 9,763.75 235.91 26.39 21.38 23.84 19.20
1980 13,664.97 294.15 27.70 21.07 30.43 24.94
1981 14,323.41 301.62 25.44 18.26 30.58 25.61
1982 14,843.79 306.12 21.69 19.01 25.83 25.72
1983 15,791.88 319.29 23.61 16.30 28.27 23.02
1984 16,654.69 330.48 23.82 18.95 27.47 25.18

Notes:*Population used in the calculation of real GNP per capita are obtained from National
Statistical Office, Office of the Prime Minister, Thailand (figures for 1960, 1965), and the Work-
ing Group on Population Projections of the Sub~Committe on Population Policy and Planning
(figures for 1970-1984).

Investment is the gross domestic investment defined as the summation of gross fixed ca-
pital formation and change in stock. And saving refers to gross domestic saving.
Source: Siamwalla and Setboonsarng (1986)

Table 2. Growth Rates of GDP and Its Components

Period GDP Agriculture Industry* Service?
1951-58 3.9% 1.9% 5.4% 5.6%
1958-73 7.2% 5.4% 9.0% 7.8%
1973-84 6.4% 3.9% 8.2% 6.9%

Notes:“Includes mining, manufacturing, construction, electricity and water supply.

"Includes transportation and communication, wholesale and retail trade, banking insurance
and real estate, ownership of dwellings, public administration, defence, and services.
Source: Siamwalla and Setboonsarng (1986)

output will be most readily secured through the spontaneous efforts of individual
citizens, fostered and assisted by Government, rather than through Government
itself entering directly into the field of production.” The single most important
goal of the First Plan was to increase the total per capita output. In addition, it
was intended to distribute the increased output equitably and to raise government
spending on infrastructure.?

The Second Economic and Social Development Plan (1967-1971) emphasized
the attainment of high standard of living, and promotion of employment and
manpower development.

“Summary of objectives for Economic and Social Development Plans was provided by TDRI
(Thailand Development Research Institute).
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The main goals of the Third Economic and Social Development Plan
(1972-1976) were to restructure the economic system, to promote economic
growth, to maintain a reasonable level of foreign exchange reserve and price
stability, to promote economic growth of rural areas and reduce income dispari-
ties, to promote social justice, to create employment, and to enhance the role of
the private sector in economic development.

The Fourth Plan (1977-1981) was targeted to accelerate economic recovery, to
reduce income disparities, to reduce population growth rate, to improve the
quality of manpower, to improve the management of basic resources and environ-
mental conditions, and to strengthen national security management.

The prime concern of the Fifth Plan (1982-1986) was again the performance of
the macro economy. Its main goals were to adjust the economic structure in order
to cope with future changes in the world economy, to promote income distribu-
tion and economic activities in provincial areas, to alleviate poverty in backward
rural areas, to achieve national stability, and to encourage the private sector’s
role and reduce government intervention in the market.

The Sixth Plan for the years 1987-1991 strives to attain at least 5% of economic
growth rate, so that the increased labor force of 3.9 miilion can be employed. It
also attempts to improve the quality of human resources for social development.

2. Spatial Impacts of Economic Policies

The review of the major features of Thailand’s economic development plans
reveals that the essential goal of economic policies in Thailand has been max-
imum aggregate output. A key instrument to pursue this goal has been various
incentives for private sector agents to pursue industrial developments. For exam-
ple, the Board of Investment was established in 1959 to promote private invest-
ment in industries. Since then a variety policy tools were employed to encourage
industrial development. These were incentives to stimulate business expansion.
They included tariff policies, tax subsidies, and trade and price control measures.

As Table 3 shows, Thailand has urbanized rapidly since the period of economic
development plans. During these years, various incentives to spur economic
growth mentioned above behaved as implicit spatial policies.* Few of them were
space—neutral. The government provided the private sector with the incentives to
establish new businesses and expand the existing operations, but did not regulate
their location. Private firms in the market favored existing urban location— par-
ticularly Bangkok —almost certainly because of the natural advantages coming from
the urbanization or localization economies.

Urbanization economies come from the scale of economic activities in urban
markets. In cities, complementarity of the labor force increases efficiencies in
labor markets. Communication among industries is also easier and cheaper. And

*For theoretical concepts used in this paper, see Lim (1987a) and Lim (1988).
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Table 3. Regional and Urban Population of Thailand (1960-1985)

Regional Urban Average Rate of

Population Population Growth Urban
(1,000) (1,000) Rate (%) Region (%)
1960 1985 1960 1985 Reg  Urb 1960 1985
BMR 3.345 8,018 2,353 6,838 3.6 4.4 70 85
Bangkok 2,169 5.677 2,169 5.677 3.9 3.9 100 100
Vicinity 1.176 2,341 184 1.161 2.8 7.6 16 50
Central 4,792 8.815 578 1.769 2.5 4.6 12 20
Northern 5,555 10,177 510 1,740 2.5 5.0 9 17
Northeastern 8,686 18,024 480 2,065 3.0 6.0 6 12
Southern 3,143 6.644 353 1,013 3.0 4.3 11 15
Total 25,521 51,683 4,281 13.425 29 4.7 17 26

Source: Pakkasem (1986)

industries can benefit from special urban services and infrastructure such as a
large airport and highway system. Localization economy is another reason for
industries to prefer urban areas. It arises from the scale within an industry. A
firm within an industry can benefit from a higher level of interfirm specialization,
more efficient labor market, and specialized support services to the industry.

Empirical validation to find out whether urbanization or localization economies
were instrumental factors for heavy concentration in Bangkok would need a
separate research on business location behavior using micro survey data. Current-
ly, such data do not exist in Thailand. A study on urbanization and localization
economies was conducted for Brazil. The results of the study suggest that while
urbanization economies do not appear to exist, localization economies are
strong: firms take advantage of “efficiencies in labor markets and in services
specific to an industry and greater interfirm specialization within an industry.”
(Henderson 1987, p. 93)

Overall, the existing theoretical and comparative evidence seems to support the
thesis that Thailand’s urbanization was facilitated by market forces and incentives
provided by implicit spatial policies.

ITT. EXPLICIT SPATIAL POLICIES

1. Evolution of Explicit Policies
The 1960-1990 Greater Bankok Plan was perhaps the first explicit spatial policy
to cope with urban problems in Bangkok.* The plan was made with the basic

*There are three institutional units which cover Bangkok. The first is BMR which consists of
the Bangkok Metropolitan Administration (BMA) and five contiguous provinces. The second is
BMA which is composed of the City of Bangkok and Thonburi. BMA is often called Bangkok
Metropolis (Krung Thep Maha Nakhorn). The third is the City of Bangkok.
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assumption of 4.5 million people in BMA by 1990. It was reviewed twice: first in
1969 by the City Planning Division of the Bangkok Municipality, and second in
1971 by the Department of Town and Country Planning, the Ministry of Interior.
There was no coordination between the two review agencies.

Another explicit spatial policy measure was the Town Planning Act enacted in
1976. The law empowered BMA with the authority to exercise land use control
after local and special plans have been approved.

The 1960-1990 Greater Bangkok Plan and the Town Planning Act represent a
mixture of restrictive and absorptive policies. There was no assessment of the
impacts of these policy measures on decentralization. More importantly, neither
the Greater Bangkok Plan nor the Town Planning Act have been effectively
implemented. (Sivaramakrishnan and Green 1986)

Major explicit spatial policies at the national level emerged in the 1970s. One
of the earliest efforts to decentralize economic activities was the 1972 Investment
Promotion Act. For the purpose of promoting industries in rural areas, a set of
economic incentives were provided to businesses. These incentives included (i)
full exemption for the first eight years and 50% reduction for the next five years
of corporate income tax to all firms promoted, (ii) up to 90% exemption for five
years from business taxes, and (iii) a tax reduction of twice the actual cost of
transport, water, and electricity. (World Bank 1980)

The first three economic development plans adopted during the 1960s and the
early 1970s did not include policies addressing urbanization or spatial allocation
problems. The Fourth Plan (1977-1981), for the first time in the history of econom-
ic development plans in Thailand, dealt with urban policy issues. In addition to
the overall macro economic objectives of economic recovery and income distribu-
tion, the plan advocated more balanced urban systems. It proposed to decentral-
ize economic growth away from BMR in order to achieve a more balanced urban
growth in Thailand. The means by which to reach this goal was the “Secondary
City Projects” at Khon Kaen, Nakorn Rachasima, Ubon and Ubon, Chiangmai,
and Songkhla-Haadyai. The projects were sponsored by the World Bank and
were under implementation through the Fifth Plan period.

The Fifth Plan (1982-1986) continued to pay attention to balanced urban de-
velopment. Eastern Seaboard Project was added to the Secondary City Project to
stimulate decentralization. This new project was to create new economic zone at
the Eastern seaboard to attract industrial activities. The Plan also initiated major
improvement programs for BMR in transportation, flood control, and water
supply.

The Sixth Plan (1987-1991) reaffirmed the shift in urban policies that began
with the Fifth Plan. A study conducted in connection with the Sixth Plan recom-
mended a new urban management policy for BMR. (NESDB 1986) The study—
Bangkok Metropolitan Regional Development Proposals—recommended integra-
tion of physical planning and infrastructure investment and proposed a wide
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range of urban management programs in Bangkok. The Proposal’s general objec-
tives are (i) improving the financial mechanism of urban infrastructure services,
(ii) alleviating poverty, (iii) efficient spatial development, and (iv) improving
metropolitan management.

In order to improve the financial mechanism of urban infrastructure services in
BMR, the proposal provided the following four means: cost-sharing, revenue
enhancement, reduction of economic distortions, and use of investment program-
ming criteria. To alleviate poverty, it was suggested that a progressive pricing
system be adopted and that special programs for the poor receive higher priority.
For efficient spatial development, financial management strategies and investment
programs are developed under the overall direction of the physical development
strategy prepared by the Department of Town and Country Planning. To improve
metropolitan management the proposal seeks to realign planning processes within
various agencies and integrate these processes into the national urban develop-
ment policies.

In terms of sectorai activities, the proposal focuses on three key objectives:
reducing transportation congestion, controlling flood, and upgrading housing
quality. The BMR management plan was put into effect in 1987 under the au-
thority of Bangkok Metropolitan Development Commission (BMDC).

On balance, the Bangkok Metropolitan Regional Development Proposal is a
major shift in Thailand’s urban policy. It signifies an adoption of a large number
of absorptive policy tools in BMR. It also attempts to deal with the problem of
inconsistencies by improving metropolitan management processes.

2. Dominance and Inconsistency

Shown in Table 3, the process of urbanization has continued throughout the
last three decades. As noted earlier in section II, during these decades the gov-
ernment has implemented various implicit spatial policies to spur economic
growth. Explicit policies such as the Secondary City Project, and Eastern Sea-
board Project have emerged only recently and have had lower priority in the
hierarchy of national goal setting. The review of the evolution of implicit and
explicit spatial polices clearly suggests the dominance of implicit policies.

Although the government of Thailand began to implement “decentralization™
measures beginning in the 1970s, it has never assessed the spatial impacts of
major economic policies aimed at maximum output or economic stability. The
government ignored or was unaware of space non—neutrality of various fiscal and
monetary policies —implicit spatial policies. There has been inconsistencies between
implicit and explicit spatial policies.
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IV. QUANTITATIVE EVALUATION AND COMPARISON WITH KOREA

1. Quantitative Evaluation of Thailand’s Experience

One way of evaluating the effectiveness of explicit spatial policies is to observe
the pattern of regional distribution of population over time in relation to imple-
mentation of “decentralization™ policies. Table 4 presents Hoover Index for the
nation and the Bangkok area between 1970 and 1985 at five-year interval. The
index is used to gauge the level of population concentration. It shows whether a

Table 4. Hoover Index” for Thailand

Year Nation" Central® BMRY BMA®
1960 12.58 33.89 44,31

1970 12.85 36.85 47.38 45.27
1975 13.20

1980 13.70 40.31 50.13 44.77
1985 14.45 38.28 49.02 44.34

Notes:*It is defined as

H:% S [P, — L |100

[

where,

P, = the fraction of population in a sub-area

L; = the fraction of land in a sub-area

n = the number of sub—areas in the nation or region

PNation is divides into five regions; Bangkok, Central, Northern. Northeastern, and South-
ern.

‘Central is divided into seven regions: Bangkok, Nakhon Pathom, Notha Buri, Pathum
Thani, Samut Prakan. Samut Sakon and the rest of Central region.

“BMR is divided into six regions; Bangkok, Nakhon Pathom, Notha Buri, Pathum Thani,
Samut Prakan, and Samut Sakon.

“BMA s divided into three regions; city core, suburban, and city fringe.
Sources; 1) Ashakul (1986a)

2) World Bank (1986)

3) National Statistical Office (1987)

subarea or subareas have more than a fair share of total population. If population
is evenly distributed among all subareas, the value of the Hoover index is zero.
The value increases as population concentrates in specific areas. The maximum
value is determined by the number of subareas. The value of Hoover Index for
Thailand as a whole has risen steadily over time: 12.85 in 1970, 13.20 in 1975,
13.70 in 1980, and 14.45 in 1985. The result implies an increasing level of concen-
tration of population.

The limitation of Hoover Index is that it does not tell where concentration or
deconcentration is taking place. In order to identify the areas of concentration, it
is necessary to look at growth rates of subareas. Table 5 shows the growth rates
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Table 5. Population Growth Rate

Annual Growth Rate (%)

Region 1960-70 1970-75 1975-80 1980-86
Bangkok 4.9 4.3 4.0 1.0
Central 2.4 2.1 1.9 2.8
Northern 3.3 2.2 1.9 2.2
Northeastern 3.6 2.7 2.4 2.6
Southern 3.3 2.6 2.3 2.5
Whole Kingdom 33 2.6 23 2.6

Sources: 1) National Statistical Office (1987)
2) World Bank (1986)

of population in the four regions and Bangkok Metropolis. It is evident that the
Central Region and Bangkok have grown faster than other areas. This may indi-
cate the physical expansion of the Bangkok’s economic activities over its con-
tiguous areas.

To determine whether the Bagkok area has been physically expanding, we
need to examine Hoover Index for BMA and BMR and growth rates of its
subareas. Hoover indexes for BMA and BMR are presented in the third and
fourth columns of Table 4 and growth rates of 24 amphoes (districts) in BMA are
given the Table 6. The value of Hoover index decreased for BMA and increased
for BMR. The decrease in the index value for BMA means that within BMA
there was population decentralization. The increase in the index value for BMR
implies that population has been concentrating in certain areas in BMR. From
Table 6, it is apparent that the outlying areas of the Bangkok area—suburban and
fringe —grew faster than city core. It should also be noted that some areas of
Bangkok began to lose their population since 1975. For example, Phra Nakhon
amphoe (district) has recorded loss of its population since 1970, and Samphantha-
wong amphoe since 1980.

What is happening in BMR can be summarized as follows. BMR as a whole
has been growing bigger, and within BMR there has been a process of suburban-

Table 6. Population Growth Rate of BMA

Region 1970-80 (%) 1980-85 (%)
BMA 4.30 3.00
City Core 3.65 1.26
Suburban 4.93 4.58
City Fringe 4.90 3.96

Source: Ashakul (1986a)
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ization. The trend poses a new challenge to policy makers. They need to be
prepared for the decline in central cities and plan for ubran renewal strategies.
They also have to think about new investment strategies in newly growing areas
in outskirts.

2. Comparison with Korea

For the purpose of policy making, it would be useful to compare Thailand’s
situation to Korea’s which has also experienced rapid pace of urbanization and
has a history of strong policy implementation to decentralize its population. Since
the late 1960s, Korean government has resorted to various restrictive and absorp-
tive policy tools to influence its urbanization pattern. Restrictive policy tooils
included greenbelt, slum clearance, building permit regulation, moratorium on
school enrollment, resident tax, and relocation order for business firms from
Seoul. As an incentive for decentralization, the Korean government invested in
industrial estates outside Seoul, and provided various tax benefits to industries to
locate outside Seoul.

The Hoover Index for Korea and its capital region between 1955 and 1982 is
tabulated in Table 7. In Korea the Hoover Index marked 31.73 in 1980. The
value of the Index also increased for the Capital Region. But it decreased in
Seoul City. Despite a number of strong measures to reverse concentration of
population in the Capital Region, Korea was not successful in limiting its size.
The central part of Seoul City experienced decline, but the outlying areas ex-
panded and grew rapidly. It should be noted that the decline in central Seoul
began before deliberate spatial policies of decentralization were put into effect.
(Lim 1987b)

Table 7. Hoover Index for Korea

Year Nation? Seoul® Gyunggi-Do° Capital Region?
1955 17.03

1960 17.94 25.53 25.84 53.11

1965 19.49 32.78 27.46 57.21

1970 22.66 22.76 33.77 65.19

1975 26.33 17.46 38.60 65.09

1980 31.73 11.21 45.31 68.09

1982 10.25 46.79 68.48

Notes:*The nation is divided into eleven regions; the Capital Region, Pusan, and nine Do’s
(provinces).

*Seoul is divided into nine Ku's (districts).

“Gyunggi-Do is divided into twenty—two Shi’s (cities) and Koon’s (counties).

“The Capital R.egion is divided into nine Ku’s and twenty-two Shi’s and Koon’s.
Source: Lim (1987b)
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Lee’s study (Lee 1985b) which analyzes a survey data of manufacturing firms in
the Seoul region concludes that explicit policies to affect location decisions of
firms resulted in negligible impact. Experiences in two other countries also sup-
port the Lee’s observation. Thoumi (1983) studied spatial distribution of econom-
ic activities in Colombia and reaches a conclusion that the decentralization
measures are mostly ineffictive. Hamer's study for Sao Paolo region in Brazil
(Hamer 1983) draws the same conclusion.

3. Effects on Regional Income Distribution

The series of development plans in Thailand always listed equitable income
distribution as their major policy goal. As already described in Section II, one of
the key objectives of the First Plan was to distribute the increased output equi-
tably. The ensuing plans almost always listed reduction of income disparities as a
major objective. One of the reasons why the government of Thailand wanted to
decentralize population was to reduce the great income gap between urban and
rural areas.

To make inferences about the possible effect of decentralization policies on
regional income disparities, it is necessary to examine the changes in regional
income distribution over time. Three measures of Williamson coefficient are
calculated and presented in Table 8. Williamson coefficients are indicators of
regional income inequality. The higher the value is. the more unequal the region-
al income distribution is. During the period between 1970 and 1985 the Wlliam-
son coefficients increased substantially: Vw (weighted coefficient of variation)
increased from 0.744 in 1970 to 1.171 in 1985; Vuw (unweighted coefficient of
variation) from (.993 in 1970 to 1.567 in 1985; and Mw (modified coefficient of
variation) from 50.82 in 1970 to 70.78 in 1985. Because of the lack of information
on income distribution policies in Thailand, observations about what policies have
led to increasing gap in income among regions can not be made.® Nonetheless, it
is clear that decentralization policies did not reverse the overall trend of growing
regional income disparities.®

V. SUMMARY

1. Effectiveness of Decentralization Policies
Overall, decentralization efforts in Thailand which began since the Fourth De-
velopment Plan period (1977-1981) have not led to significant reversal in the

“Lee (1985a) obscrves that we know very little about the welfare implications of decentraliza-
tion policies and that excessive decentralization policies might result in serious welfare losses.

°A possible reason may be the absence of income distribution measures. The World Bank
(1980) reports that Thailand has not formulated policies to reduce the gap between the rich and
poor.
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Table 8. Williamson Index for Thailand

Year Index Vw! Vuw® Mw<

1970 0.744 0.993 5(.820
1975 0.752 0.946 56.973
1980 0.778 0.948 59.339
1985 1.171 1.567 70.780

Notes:*Vw (Weighted Coefficient of Variation) is calculated as

follows:

I O VR
Vw =

Yo

where,
f; = population of the i'" region
n = national population
y; = income per capita of the i region
y. = national income per capita

"Vuw (Unweighted Coefficient of Variation) is calculated
as follows:

Vv 3 ()’l - yn)z,/—hT

Ya

Vuw =

where, N = number of region
“‘Mw (Modified Coefficient of Variation) is calculated as fol-
lows:

2 lvi — ¥alf /n
Mw = 100
Yo

Source: World Bank (1986)

urbanization trend: the decentralization policies did not achieve the stated objec-
tive of balanced urban growth. This study did not investigate the locational im-
pact of decentralization policies on business firms at micro level. Therefore, it is
not warranted to say that such attempts as the Secondary City Projects and the
Eastern Seaboard Project did not attract significant number of businesses and
people. It requires a separate micro level survey of business location to assess the
magnitude of decentralization stimulated by such projects. For Thailand such a
survey has not been conducted yet.

Research for Korea (Lee 1985b) which uses micro survey data concludes that
explicit policies to affect location decisions of firms resulted in negligible impact.
Thoumi (1983) makes a similar observation for Columbia, and Hamer (1983)
reaches the same conclusion for Sao Paolo region in Brazil. Even with these
findings from other developing nations, let’s assume that the projects aimed at
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decentralization in Thailand have been a powerful mechanism to divert the flow
of economic activities from Bangkok to rural areas. Since the evidence presented
in section 1V shows a continuing trend of centralization and expansion of the
Bangkok area, it can be concluded that the overall impacts of decentralization
measures so far have been negligible and that the decentralization polices have
not been successful.

2. Factors Affecting the Perfermance Outcome of Decentralization Policies

Urban areas in Thailand—the Bangkok Metropolitan Region in particular—
have grown fast mainly due to implicit spatial policies. Sectoral policy measures
which are instruments of macro economic policies to spur economic growth at
aggregate level have been decisive forces accelerating urban concentration.” A
variety of incentives have been given to businesses, the location of which were
not regulated, to stimulate growth.

Currently, we do not have information based upon which we can identify the
exact reasons for businesses to choose large cities in Thailand. However, theoret-
ical literature on urban agglomeration suggests that private businesses try to
benefit from localization or urbanization economy. In the case of Brazil there is a
strong evidence that businesses take advantage of localization economy leading to
urban agglomeration. (Henderson 1987) These observations lead to a conclusion
that the goals of explicit spatial policies in Thailand —decentralization of popula-
tion and reduction of regional income disparities—were not attained, because the
effect of implicit spatial policies overwhelmed that of explicit spatial policies. It
appears that market forces for urban agglomeration have been rather reinforced
by implicit policy measures.

3. Evaluation of the Urban Management Proposal

The reorientation of urban policies initiated by the Sixth Plan (1987-1991)
added a new policy of “urban management” to “decentralization.” The rationale
for “urban management” is that BMR should be operated efficiently as the core
of national economic growth. The central elements of the Bangkok Metropolitan
Regional Development Proposals (NESDB 1986) such as cost—sharing, revenue
enhancement, reduction in economic distortions, and use of investment program-
ming criteria are all guided by the idea of “efficiency” in markets and public
sector. Use of the efficiency criterion is a major improvement in policy making.
Typically, most urban policies in developing countries have been formulated
without concrete welfare criteria. For example, “balanced urban system”™ which
has been advocated since the Fourth Plan is a vague concept: it usually refers to

7In case of Sri Lanka, however. sectoral policies led to balanced spatial development, because
programs to implement sectoral policies were deliberately located in rural areas. See Corey
(1984) and Lim (1988).
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even distribution of population among regions and does not relate directly to
efficiency or equity criterion.

While the new urban management plan is strong in its emphasis on efficiency,
it is relatively weak on equity issue. The plan does not contain an assessment of
distributional impact of the programs and projects to be carried out. It does not
proposc strategies specifically aimed at redistribution of income. It simply states
that projects designed for the poor will receive high priorities.

It also neglects an important area of urban policy making which affects the low
income population —informal sector. Using the 1984 Labor Force Survey con-
ducted by the National Statistical Office, Ashakul (1986b) reported that 45% of
employment in BMA and 49% of other five changwats in BMR belonged to
informal sector. The proposal discusses neither the role of Bangkok's informal
sector in economic growth and distribution nor appropriate policies for low in-
come groups employed in informal sector.

Another weakness of the urban management proposal is that it does not evalu-
ate its spatial consequences at the national level. The proposal mentions that the
Secondary City Projects and the Eastern Seaboard Project will begin to have any
significant effect in reducing migrants to Bangkok in the middle of the 1990s.
But, it does not deal with how the improvement to be brought about by urban
management in Bangkok will counter the effect of ‘existing decentralization pro-
grams. Without understanding about the spatial impact of urban management
programs, the government is spawning additional inconsistencies.

4. Concluding Observations

Whether Thailand should pursue centralization or decentralization is a matter
of national policy goal and empirical investigation. First, it is a matter of national
policy goal, because policy goals determine policy measures and its implementa-
tion which results in specific spatial outcome. If Thailand decides to focus on the
key macro economic problems at the expense of considering other policy goals—
for example, fairer income distribution among regions, it should allow business
firms to go anywhere to grow fast and to compete effectively in the international
market. On the other hand, if Thailand wants to reduce regional disparities. it
should regulate business location or offer locational incentives.

The issue of deciding between centralization and decentralization is also an
empirical matter, because locational behavior of a firm in one industry is different
from that in another industry. Some firms may indeed need to start in a large city
as the incubator hypothesis® suggests, while high tech industries may prefer to
locate away from urban centers as witnessed in the United States. In this regard,
Watanabe's finding (1987) deserves policy makers’ attention. The study noted

®According to the incubator hypothesis, small firms begin their operation most efficiently in
central citics and move out to outlying areas or outside the city after they grow big and secure.
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that destination changwats for migrants in Thailand inciuded newly developed
upland farming areas.

If Thailand is truly concerned with spatial development issues, it needs to
establish procedures to assess three categories of impacts caused by major implicit
and explicit spatial policies: impacts on growth, income distribution, and spatial
location. Many devetoping countries have adopted environmental impact assess-
ments (EIA) to evaluate economic, social and ecological effects of major public
and private projects. (Lim 1985) Furthermore, Korea has recently established a
mandate for population impact assessments to gauge spatial effects of major
development policies. Thailand may consider an integrated impact assessment
procedure to assess the three items of impacts.
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