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“—The cabinet has already catcgorised the 63 state enerprises into 2 groups: 29 will be privatised
and the remaining 34 worud remain in state hands. ..

- Dr. Supachai said that without a clear plan, speedy privatisation would backfire. ..

- Dr. Savit Bhotivihok said privatisation should ease the government’s burden by allowing private

operator to improve efficiency of services now operated by state firms,,.”

Fufl 21 e 2541 uaw.anen Tnes u. 2
Jai Ungpakorn, Chulalalongkom Political scientist:
The government must be able to answer 6 questions:

1. How is valuation of assets carried out since share prices are not the real value of assets?

2. How will concessions, land prices, machinery and equipment be evaluated?

ha

Can competiticn and free trade really be ensured?
4. What quarantees do the public have that prices will not go up after privatisation?

5. Will services be improved and how?

6. Can conspiracy between bidders be prevented when they offer to buy up state
enterprises?- - - Kamol Kamotrakul, Chula U. economist (B.Post 21 Aprill 98 p.2).
# Examples of failure
>The micro-bus service in Bangkok failed and its private co. had to ask the government to
buy them out.

> The Hopewell elevated rail/ road project failed

11
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it 26 Agunens 2541 waw. u1anen Inaddugsie u.14
“...Teera Ashakul, research director of the Industrial Finance Corporation of Thailand:

The government needed to raise a huge amount to bail out the economy. Privatisation
would help repay 1,000 billion baht owed by the FIDF (Financial Institutions Development Fund)
as a result of bailing out local financial institutions.

Stakes in state anergy cos should be sold to foreign investors as these service did not

involve national security. This was likely to yield 500 billion baht for the government.

it 10 AINGIAY 2541 U, V1anon Ined .1

The World Bank yesterday approved two loans totalling US3700 million for Thailand’s further
financial reforms and initiatives to mitigate social impacts of the economic crisis on the poor and
unemployed.

The bank also announced it would increase to $2.1 billion the fotal aid pledged to Thailand since its
economic crisis erupted a year ago, an admission that Thailand's recovery has been more difficult
than expected. The previous pledge was817.2 billion package originally brokered by the
International Monetary Fund...

...The government is looking to amend the 1992 Public Private Joint Venture Act as part of ifs
overall approach to promoting privatisation.

The Act was passed by the Anand Panyarachun government in 1992 in order to improve
transparency and reduce corruption. It called for close scrutiny of large projects involving state
agencies and private partners.

The National Economic and Social Development Board has been asked to prepare a draft
amendment within one month.

The current act requires feasibility and environmental impact studies for any joint-venture profects

worth more than on billion bath. A supervisory committee must also be set up...”
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U 30 nINGIAY 2541 UEH. UINON INTA daugIAe U, 10

“...Dr. Supachai Panichpakdi met a group of privatisation experts, including Mr. Gerry Grimstone

dirctor of worldwide investment banking for the Schroders finance house, Harrry Bush and trade

unionist Gavin Laird. The team suggested 5 areas on which the Thai government needed to Jocus:

® Offer foreign investors a chance to acquire shares on an installment plan in a bid to attract more
interest. Thailand will not get good prices if the government decides to sell ail the shares into the
current depressed market, they said.

® Speed up the establishment of independent requlators for each sector in which enterprises are
being sold off. The regulator should be independent with a focus on protecting consumers.

® Give employees priority in buying shares in order to increase acceptance of the programme.

® Clarify to the public that privatisation does not mean the sellout of national assets, since Sforeign
investors cannot take them away. Officials should also stress that once the economy recovers,
Thais can buy back shares.

® Inform the public clearly how the government intends to use the funds raised from privatisation.

Tuil 18 Famiaw 2541 uaw. nFUNWETAY U. 16
“Asu. WoTen w.i.u. Uszneugsisaudrsdntiulnilduny 1q. 281 Judi..
Tuii 20 Famaw 2541 uan. Tnesy u. 10
g
“.wwAn¥s  willvdang seawead lugmalseseaznssumssisuuToemsulsgiliy
] Fd
Armiseziivaususuniunnsudsgufyamionn ar uduii 1 ne. 7 Syunaldidonusim

ousesusudnesduiuilSanlumanlsyl. »

uih 8 Muenend 2541 waw.anen Inadaugsfie u.3
“...Ten laws including the one dealing with price-fixing and monopolies must be amended as part of
the privatisation of state enterprises...

The Alien Business law, which limits foreign shareholding to 49% needs to be
relaxed...State enterprises should turn over their land holdings to the government before the
privatisation process is completed, and rent it out on long-term leases of at least 60 years...

The Joint Public and Private Venture Law of 1992 may also need changes in order to allow

the State Enterprises Reform committee to review privatisation proposals.
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’qj’u'ﬁ 12 F9M1AY 2536 WANW. VNNDA INT ¢°|’ H.24 “Tobacco Monopoly hard to privatise, director
says”

“THE Thailand Tobacco Monopoly (TTM), despite being on a list of state enterprises which the World Bank
recommends the Government should privatise, is likely to be among the last to be privatised,

TTM director Seri Pansuwan told Business Post this was because there would be many problems if the
monopoly was privatised.

The first main problem involves ownership of the land on which the TTM s headquarters is located.

The plot belongs to the Treasury, so the Government will have 1o introduce legislation to transfer the
land to the TTM. After that, another act will have to be enacted to change the TTM s status from a state enterprise
to a juristic one before its shaves can be sold to the private sector.

“These processes take time," Mr. Seri said.

The second problem is that the monopoly is a major income-earner for the Government. Each year, the
enterprise pays about 16,000 million baht in excise tax and retail sales tax to the Government. It also contributes
about 4,000 million baht in profits to the Governmetn.This means the Government has a fived income of about
20,000 million baht per year from the TTM.

“If is was privatised, the Government would lose this huge sum of income,” Mr.Seri noted.

The other problem concerns the enterprise s powerful workers’ association.

TTM’s labour union was previously one of the most powerful in the country and played leading roles in
labour movements in the past. Al present, although state-enterprise workers are not allowed to set up labour
unions, their workers 's association is somehow still powerful, Mr Seri said.

Privatisation could also affect the Government s popularity, he said.

If The Government really wanis to privatise the enterprise, Mr Seri suggested that it should explain how
it would benefit the TTM and the nation.

Instead of fully privatising the enterprises, Mr Seri said the Government might partially privatise them

by allowing the private sector to invest in certain areas of their activities.”
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" Dear Globalinkers,

This is a critical issue wisely raised by Robert Weissman.

International tobacco control advocates should learn about this very important development.
Economic, resulting from financial havoc, crisis started in Thailand in August of last year, followed
by other Asian countries. Thailand was first rescued by the IMF, followed by Indonesia and South
Korea. Other countries have also been much disturbed by currency devaluation as well. The IMF
prescribed several bitter medicines, one of which is PRIVATIZATION OF STATE ENTERPRISES.
In Thailand few of them are lost-ridden and are a great burden to the government but many are
profit-making, e.g. The Petroleum Authority, Thai Airway International (THAI}, and of course The
Thailand Tobacco Monopoly. The IMF has been complaining that the privatization process has
been remarkably slow and asking that there have been political interference or not.

During the first week of February a big contingent of US businessmen arrived and held meetings
with government officials and policy makers of the Foreign Ministry, the Finance Ministry, and met
with the Prime Minister. They expressed keen interest in investing in THAI Telephone

Organization, Petroleum Authority, and TOBACCO BUSINESS.
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As Thailand is in a very poor economic state, with high foreign debt and 100% devaluation of its
currency, things are extremely cheap and there are not much chance to bargain. The door is open
to international capitalists, among which are the MERCHANTS OF DEATH |

My friends, this is the truth of life.

More than Bob Weissman’s concern about the expansion of the TTCs | envisag a great TOBACCO
NEO-COLONIALISM is in the making.

A world tobacco war room is needed !
Sincerely,

Hatai Chitanondh, M.D.
President

Thailand Health Promotion Institute

$uRt 30 fhoae 2541 wildefuiinesidudugifendiorde «Tmr planning
privatisation of hugh assets” fidanun:

" THAILAND Tobacco Monopoly (TTM) has started to prepare a privatisation plan with total assets
of Bt15 billion to Btl6 billion to be used in joint ventures with new partners.

“We want to operate and expand as a professionally managed company,” Ong-ard Chumpoonta,
managing director of TTM said,

I'TM is not allowed to consider foreign investment proposals because of the Finance Ministry’s
regulations. The master plan, laid in preparation for Thailand’s privatisation policy, however, will
be implemented afier the Cabinet lets TTM become a corporate entity.

TTM is currently studying proposals conducted by investment banks and security companies
including Thai Investment & Securities Pic (Tisco), Krungthai Thanakit Plc and others.

TTM is considered a well-rated state enterprise under the Finance Ministry and last year generated
over B39 billion in taxes for the government. A major part of TTM's income comes Jrom cigarette
sales, which earned Bt47 hillion in the 1997 fiscal year.

Under the restructuring programme TTM would set up a holding company 1o invest in agribusiness,

tourism, hospitals, printing, banking, hotels, food and restaurants.
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“Tobacco consumption trends seem to have declined because of health concerns amongst
consumers. The plan would help TTM survive by means of new revenue sources to compensate for
this,” Ong-ard said.

A senior official source at the Finance Ministry said that the ministry was not planning an
immediate privatisation of TTM yet because it still generated a a large amount of revenue for the
government.

Ong-ard said TTM had also hired CD Associate Ltd to set up an ad-hoc restructuring programme to
reduce unnecessary costs. The programme will be implemented in three steps, 1998-1999, 2000-
2001 and 2002,

The programme is expected o streamline the authority, especially in terms of staff, and help develop
product quality, manufacturing plant, marketing and exporting to cope with international brands.
Under the programme more than half of the 6,700 employees are to be given early retirement with a
satisfactory compensation package. TTM plans to seek the Finance Ministry's approval by June.

“I think that TTM has too much fat compared to efficiency and revenue generating,” Ong-ard said.”

$ufi 18 NQUN0M 2541 UAW. The Asian Wall Street Journal %911 1 23919826%240 “Thailand
Weighs Tobacco Joint Venture” ﬁ‘i’fﬂmmmuwﬁeh:

‘“ Several international tobacco companies are in talks with the state-owned Thailand Tobacco
Monopaly to set up one or more cigarefte-making joint ventures.

The companies include Philip Morris co. and R.J. Reynolds Tobacco International Inc. of
the U.S., and UK. -based B.A.T Industries PLC, according to government officials overseeing the
Thai monopoly... "Excessive taxation, from our point of view, always hits those who can afford
less,” said Axel Gietz, senior director for external relations at R.J. Reynolds International BV in
Geneva, Switzerland.” Local manufacturing would be a more interesting proposition to us.”

On the other hand, he says that “people tend to continue smoking as the only luxury they
can afford in times of economic crisis such as these. "' I wouldn’t say they smoke more, but they
don't seem to cut down on smoking consumption so much.”

0"

Myr. Gietz described the talks with the monopoly as * a little but like a beauty contest”
among tobacco companies, held by the monopoly to find the best deal.
In a faxed response to questions, a Philip Morris official confirmed that “over the past

several months, Philip Morris and Thailand Tobacco Monopoly officials have held exploratory
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discussions about the possibility of (a) cooperative commercial relationship.” He declined to
provide further details.”
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“ SEVERAL international tobacco companies are holding talks with the state-owned Thailand
Tobacco Monopoly to set up one or more cigarette-making joint ventures.

The companies include Philip Morris and RJ Reynolds Tobacco International of the US, and UK-
based BAT Industries, according to government officials overseeing the Thai monopoly. Philip
Morris makes Marlboro and Benson & Hedges cigarettes; RJ Reynolds, a unit of RJR Nabisco Inc,
makes Camel, Winston, and Salem, and a US unit of BAT makes Lucky Strike and Kool.

Since 1943, the Thailand Tobacco Monopoly has been the only company allowed to make cigarettes
in Thailand, manufacturing brands such as the top-selling Krong Thip. If joint ventures materialise,
Joreign tobacco companies might be able to grab market share by avoiding the 60 per cent duty
charged on imported cigarettes.

For the tobacco monopoly, its interest in possible joint ventures is partly driven by a desire Jor self-
preservation. The Thai government is under pressure to eventually sell off many state-run
businesses, partly at the behest of the International Monetary Fund. So the monopoly is eager (o
offer alternatives to privatisation, and that way, perhaps, to decide its own fate.

No matter what happens, any action probably will have to wait at least until the end of August.
That's when the government is set to issue a so-called privatisation master plan, as part of the $17.2
billion IMF requirements for reviving the Thai economy.

The Thai market has been a tough one for foreign cigarette makers to crack, The ban on
manufacturing and the steep taxes have kept foreign cigarette makers at the market’s margins,
According to tax records, they sold only 5 per cent of the 2.4 billion packs of cigarettes smoked in

thailand last year.
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Still, Thailand, with its population of 60 million, is a substantial market for the companies. RJ
Reynolds sold 760 million cigarettes in Thailand in 1997, represeniing a 1 per cent market share,
company officials said.

That's not to say Thais are paying a 60 per cent impost on every Lucky Strike they light. Foreign
cigarettes smuggled into Thailand withouwt duty are widely available.

Tobacco companies consider a deal with the Thailand Tobacco Monopoly a way to build sales amid
Thailand's economic crisis, which is sharply curtailing local spending power. “Excessive taxation,
Jrom our point of view, always hits those who can afford less,” said Axel Gietz, senior director for
external relations at RJ Reynolds International BV in Geneva. “Local manufacturing would be a
more interesting proposition to us.”

On the other hand, he says that people tend to continue smoking as the only luxury they can afford
in times of economic crisis such as these. “I wouldn’t say they smoke more, but they don’t seem to
cut down on smoking consumption so much.”

Gietz described the talks with the monopoly as “a little bit like a beauty contest” among tobacco
companies, held by the monopoly to find the best deal.

In a faxed response to questions, a Philip Morris official confirmed “that over the past several
months, Philip Morris and Thailand Tobacco Monopoly officials have held exploratory discussions
about the possibility of a cooperative commercial relationship.” He declined to provide further
details.

Officials from BAT s Asia operations couldn't be reached for comment.

The steep import duty serves two purposes. It keeps the monopoly firmly entrenched in the lucrative
market, and since the duty was increased to 60 per cent from 30 per cent in January, it has supplied
the government with a steady stream of income at a time when the economic crisis has slashed
government revenue,

The monopoly’s revenue from sales and duties totalled Btd4 billion in the year ended Sept 30, said
Ong-ard Champoonta, the monopoly's managing director, Of that amount, the government was
given more than Btd billion as a commission from the monopoly, he said.

The chairman of the tobacco monopoly, Somchainuk Engtrakul, said, “We've been talking with
many companies, and may pick more than one partner for the project.” According to Ong-ard the
monopoly is looking to hold the majority stake in the venture or ventures, preferably more than 51

per cent.
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Before any deals can be struck, the plan must be approved by the Finance Ministry, and if the
investment is large enough, by the Thai Cabinet.

The IMF requires Thailand to privatise some of its 70 state agencies as part of the conditions
attached to the IMF-led $17.2 billion economic bailout package. The government is currently
drafting its privatisation master plan, which will outline privatisation procedures.

Agencies subject fo privatisation this year include Thai Airways International, Bangchak Petroleum,
the Telephone Organisation of thailand, and the Electricity Generating Authority of Thailand. The
Finance Ministry now owns 100 per cent of the tobacco monopoly.

The monopoly began considering joint-venture possibilities before the government accepted the
IMF-backed bailout. “We prefer this type of joint venture to a sale of the government’s stake,” said
Somchainuk, who is also director general of the Customs Department, “but if the government wants
to sell part of us—like they 're doing with other agencies - we 'l have to accept it.”

Privatisation of the monopoly could be more time-consuming and more difficult than privatisation of
other state agencies, given the profitability of the business. Finance Minister Tarrin
Nimmanhaeminda said the government isn’t in a hurry to privatise the monopoly, because of
concerns that it will lose a significant chunk of revenue.

Any move toward privatisation could prompt vigorous resistance from the agency’s employees,
Tarrin said in a brief interview. The union representing the agency’s more than 7,000 workers is
one of the country’s most powerful. “We don’t want to move too swiftly in changing the way of life
there,” Tarrin said.

Freeing the monopoly from government control could be controversial because of public-health
concerns, as well. “We don’t think the tobacco monopoly should be privatised at all,” said Hatai
Chitanondh, president of the Asia Pacific Association for Control of Tobacco, a Bangkok-based
anti-smoking group that submitted a petition against such a move to the government in May. “This
isn’t the kind of agency whose efficiency the government should improve. I think it’s even better that
the management of the tobacco monapoly remains inefficient, so they wouldn't be so good at what

they 're doing.”

Fult 9 wgAdmen 2541 waniRezFUAINEsAY ae1dIeado “Tobacco giants show

interest in Thai monopoly” fidenun ;

33



“ THREE major cigarette makers, Phillip Morris, RJ Raynold and BAT Industries, have expressed
an interest in becoming a strategic partner of state-owned Thailand Tobacco Monopoly (TTM} ,
managing director Gen Ong-ard Champoonta said yesterday.

According to TTM’s privatisation plan, the board is expected to approve the terms of reference for
commissioning an adviser late this month to help select local and foreign partners.

In principle, the agency will reduce its stake to 51 per cent from the current 100 per cent.

Thailand had agreed with the International Monetary Fund to complete a study outlining TTM's
strategic options by the first quarter of 1999.

Ong-ard said his agency would like 10 retain its current production operations and probably spin-off
other aspects of its business which may be divided into domestic and foreign units including
Tobacco Production Co, Filter Cigarette Production co, Export Cigarette Production Co and
Cigarette Production.

“We would like to be similar to Japan Tobacco, which is still a monopoly though it has other
investors. We intend to prevent any resistance or negative impact on staff and quantity,” he said.
According to the government's privatisation plana, prepared by Arthur Anderson Co, TTM is
required to implement organisational restructuging before ownership dilution. The privatization is
also in line with the trade liberalisation policy, which will go into effect in 2003.

Although Thai law prohibits aggressive tobacco advertising, foreign manufacturers have offered a
fat profit to retailers as a marketing strategy, Naris Pradermsook, chief of TTM's marketing

division, said.”
3.2.2 fiauznazlfinmsvosdimuanlaalssnuengy

3 o

At muauTonivszdugagafeiguusi nmsnsznsamandaldidun el uaw. The
Asian Wall Street Journal R1Uu 18 Squiou 2541 1:

“...Privatization of the monopoly could be more time-consuming and more difficult than
privatization of other state agencies, given th profitability of the business. Finance Minister Tarrin
Nimmanhaeminda said the government isn’t in a hurry to privatize the monopoly, because of
concerns that it will lose a significant chunk of revenue.

Any move toward privatization could prompt vigorous resistance from the agency’s

employees, Mr. Tarrin said in a brief interview. The union representing the agency s more than
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7,000 workers is one af the country’s most powerful, “ We don’t want to move too
changing the way of life there,” Mr. Tarrins said...”
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“...The chairman of the tobacco monopoly, Somchainuk Engtrakul, said, “we’ve been tal
many companies, and may pick more than one partner for the project.”

The monopoly began considering joint venture possibilities before the government
the IMF-backed bailout. * We prefer this type of joint venture” to a sale of the governmen

said Mr. Somchainuk, Who is also director-general of the customs department. ' B

government wants to sell part of us-like they 're doing with other agencies-we 'll have to acc:
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$ui 20 s 2501 uern.uenen Tnaddaugsio wih 1 asindaeiade Monopoly
partmership with foreign firms” ﬁ‘l’]’ﬂﬂ’ﬂnﬂﬂuﬂﬁﬂ’h:
“...Managing director Gen. Ong-art Champoontha: The TTM is locking at international

manufacturers as possible partners to raise its competitive standing in the Sfuture,

® The companies viewed Thailand as a promising market with a solid base Jor growing
and capable as serving as a launch pad for expansion into markets in Indoching.

® ...would help bring new technology to the state enterprise.

® Any deal with a foreign producer would require safeguards to prevent conflicts of inte
allow Thai brand enough time to upgrade quality and adjust prices. For instance, pr
limits within a given time frame might be set for foreign brand. I don’t think a deal wou
in the new foreign partner competing directly with Thai cigarettes. Foreign branc

primarily on the high end of the market, while the TTM will continue to Jocus on &

market.
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® 4 parmership with a foreign firm would first require legal changes to allow the TTM to acquire
Jjuristic status, a step that would enable private share holdings.
® One plan calls for the monopoly to be renamed the Thailand Tobacco Organisation after

converting a juristic person...”

$uft 7 Fuene 2541 vaw. vnenTnandmugsne asindwiade “Two - thirds of TTM may
be held privately But monopoly seen as likely to remain” fidon1uin:

“ Local and foreign investors could take majority control of the Thailand Tobacco Monopoly (TTM)
once privatisation is completed, according to managing director Ong-Art Champoontha.

The TTM board, chaired by Somchainuk Engtrakul, Customs Department director-general,
is considering a privatisation framework, including the distribution of shares after the state
enterprise is privatised.

Privatisation, however, will not mean liberalisation of the tobacco market, The state is
expected to maintain the TTM monopoly, but with the equity participation of local and foreign
investors.

One option calls for a 33% stake in TTM to be sold to a foreign strategic partner, another
33% to domestic investors and the remainder left in the hands of the Finance Ministry.

Later, the Finance Ministry could choose to divest its stake to local investors.

The Finance Ministry, which presently oversees TIM, has yet to comment publicly on the
privatisation options suggested by the tobacco monopoly,

Finance Ministry officials have maintained that state enterprise privatisation was aimed not
only at raising new funds for the state, but also to boost efficiency and quality of services and goods
offered.

Options are to be finalised by the first quarter of 1999, according to the latest agreement
made with the International Monetary Fund.

Firms which have expressed interest in taking a strategic partnership in TTM include some
of the largest tobacco firms in the world: Philip Morris, British American Tobacco, RJ Reynolds and
Japan Tobacco.

Gen Ong-Art said a strategic partner would bring TTM new technology, increased

production efficiency and new marketing channels, both locally and abroad.
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A strategic partner would be restricted from expanding its own tobacco sales in Thailand
beyond its existing market share for a certain number of years to prevent unfair competition leading
10 a loss of sales of TTM products.

A new partner could use TTM factories to manufacture its own brand names, with

production exceeding agreed limits to be used for export...”
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“ Activists slam deal to boost tebacco sales Local production will raise puffing: doctor”
Ddonud:

“Anti-smoking campaigners have voiced concerns over a proposal for multinational
tobacco companies to set up a cigarette manyfacturing base here jointly with Thailand Tobacco
Monopoly (TTM) so as to boost their sales.

A leading anti-smoking activist, Hathai Chitanondh, who is also president of the Thai
Health Promotion Institue, said the decision to manufacture foreign tobacco brands here would not
only increase smoking among the general public but also encourage youths to smoke because of
cheaper prices.

As part of the state enterprise’s reform, talks are going on between TTM and trasnational
companies, including Philip Morris, RJ Reynolds, British-American and Japan Tobacco, which are
thiking of setting up a tobacco manufacturing base in Thailand for export...

Dr Hathai said apart form increasing tobacco sales in Thailand, the production is also
expected to boost sales in the region.

He said it is feared the joint venture would adversely affect anti-smoking campaigns, as in

a“

the case of South America.

20 WA, 2541 waw. ngunngsna w3 aniadeyn “drunfsjlssnuengy gulidang lo oy
3

o’ "idon1uAail -

e unysy gawd filSaessmsownis Tan dseblszmang ndalumserundes “Sugunedums

T » .
quyn3” nuil (19 way D Spans il loemsnlspfSyImmaiuyniients mwized oI5

P ¥ a a o a5 ¥ <5
aungy ezdalomaliudimynitundudansemarmngylvdssme nazuasmsnugu

40



r ] 3 ) o a = 8 = . = ya = of
An 9 seasediddninlaenadnssuiiinvesySimmidwend tumsduaduldidn anfgquyns
et unTHaY
= as 2 & o 9 = [ w S o ] ¥ =
YUAY I MaunvesusInendlususn ssodemsauis maaie Waudisinignuas
‘ '\ d y ) &
annsodansesnaa Idiws a1 deind ldma Tenesuazdadiama 8
o o a o i =~ ° Py o o 4 °
il Tei2WuSinynidwndeninauen aiuaiyluma TuTaimsadn Seve18nadlsqe
o a v w =4 4 - A 'Y o
ihogelogudms Tremenguadesmuasadndu Wiz Fegainihudeihnduazmnsgnatuéi
{ -1 o Ve & ] E] o oA 7
Aezutlsy/ TraameguiGenses dnusaeiudidedunaeiidowmalss Tomd msdaduuy wie dw
1 { = Py Car o
yns " Wieades Fevedeeiimeigoiude Ty
e ungany 1o sewsnnemaniuivesrvumssaguna msudsgdTssamgu linineia
4 - 4 ] @ o o P¥I1_o o a o ]
Tu mnimsandeu lvveeladumeniusyuna Ingeenfu 1858 muammesy5amamsyuds T
o o # = ' é o 4 sy = a e o o
dulu msdems s liningdesngy wennnilie -4k Tarumenuvesusimynidu
= e a = ] 4 o = 4
0 fivziinns wigsAedvgnaaynd Inodespnad 18UGes ) asiy mensnbs g Tsmengues
né’dd-ﬂdf ﬂaq o a Y 4 4 o ¥ 3
navu noaiuihusenlzenare uaziludniwondnaunindunisu Gedinudoeieiuaeades. .
a P a = Y & 4 1 = J J g & e LY
® uwalszia nfiaEade mviEmsyadtrasiitions liguyn naa vaedaunfudisginahilé
8/ o T " 2 a P = o
Suurinaiunnansama lumsulspdTseamengu oy swmslanldiadudogsivegy vas
as = 7] & o r o oat as f =t
mivryududiNesusinwnuMIgUYNT 19uRrITIeAT
o = 4 o o a et ’ 1 =
venvndu mnAnseden lyvesesdmsd lan Aadvayumsdnas ualudwesmsdynsae
5 ¥ & o o Ha oA o e a_ o o
hdudwndumssiiududrihawguamdiafansgydaimsnnnsyana uazmsughoiaed

1 4 ’
wandou neviu sz Ingf Infimgnanseusss Tsanmengy...

21 WqEMAN 2541 WUANEHY Fanuun UssraniiuduaSuguainne

imdsdensiuleoy awma wensguuas ﬁmmﬁft'ﬁwﬁﬁmnmmﬂsgﬂf@'ﬁ’mwﬁﬂ
Tsannengudait dune 13 uumaa ' waveswvy leuendosnsimsquyTves
Aulne - uamaWﬁﬁ’fym?ﬁwu’awmﬁﬁmﬂ?’m?m?mﬁy'fﬁ?’aﬂﬁi’uﬁun75111/531/75\1

VIWEIgUA

18 Nigaeu 2541 wionwndniiy Tt Uszmuanniuduaiuquamlnglddun vl uam.
The Asian Wall Street Journal #i11 1 Tusiadie « Thailand Weighs Tobacco Joint Venture” fide
AN

“...Freeing the monopoly from government’s control could be controversial because of public-
health concerns, as well. ** We don't think the tobacco monopoly should be privatized at all,” said
Hatai Chitanondh, president of the Asia Pacific Association for Control of Tobacco, a Bangkok-
based antismoking group that submitted a petition against such a move to the government in May,

This isn 't a kind of agency whose efficiency the government should improve. I think it 's even better
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that the management of the tobacco monopoly remains inefficient, so that they wouldn't be so good

at what they 're doing.”
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“ The Tobacco-free Initiative is investigating issues of domestic and international trade, Jforeign
direct invesiment, and the links between international trade agreements and public health. Dr
MacKay, after receiving a letter from the Thailand Ministry of Health, requested that we provide an
opinion on whether the privatization of the Thailand Tobacco Monopoly might be influenced by
international trade agreements. In response to Dr Mackay's request I have drafted, along with a
legal colleague from Columbia University Mr Samrat Ganguly, an opinion on this issue (please find
attached). We have concluded that:

If the Government of Thailand chooses to privatize the Thailand Tobacco Monopoly, there is no
international law that would prevent if from doing so. However, external parties also do not have
the benefit of international law in their efforts to force privatization simply on the basis of law. If
the Government does proceed with privatization, it may be able to restrict Joreign participation,
provided that it does not affect access to the market for foreign producers. The value of such a

restriction will depend on the situation in Thailand when the process occurs.”
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" Dr Il Soon Kim is in the WPRQ meeting and told me that before he came, he phoned the Ministry
of Finance, who told him that there would be a sale of 25% of stocks of Korea Ginseng Tobacco
Comparny within 1999, with not more than 7% allowed to be purchased by any individual or
company. Korea has been looking at privatisation for some time, but the IMF pressure has pushed
this forward.

Dr i Soon Kim will let us know when this is announced formally.”
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Dear Globalinkers,

This is a critical issue wisely raised by Robert Weissman.

International tobacco control advocates should learn about this very
important development.

Economic, resulting from financial havoc, crisis started in Thailand in
August of last year, followed by other Asian countries. Thailand was first
rescued by the IMF, followed by Indonesia and South Korea. Other countries
have also been much disturbed by currency devaluation as well.

The IMF prescribed several bitter medicines, one of which is PRIVATIZATION
OF STATE ENTERPRISES. In Thailand few of them are lost-ridden and are a
great burden to the government but many are profit-making, e.g. The
Petroleum Authority, Thai Airway International (THAI), and of course The
Thailand Tobacco Monopcly. The IMF has been complaining that the
privatization process has been remarkably slow and asking that there have
been political interference or not,

During the first week of February a big contingent of US businessmen arriwv
and held meetings with government officials and policy makers of the Forei.
Ministry, the Finance Ministry, and met with the Prime Minister. They
expressed keen interest in investing in THAI, Telephone Organization,
Petroleum ARuthority, and TOBACCO BUSINESS.

As Thailand is in a very pcor economic state, with hugh foreign debt and
100% devaluation of its currency, things are extremely cheap and there are
not much chance to bargain. The door is open to international capitalists,
among which are the MERCHANTS OF DEATH !

My friends, this is the truth of life.

More than Bob Weissman's concern about the expansion of the TTCs I envisag
a great TOBACCO NEC-COLONIALISM is in the making.

A world tobacco war room is needed !

Sincerely,
Hatai Chitanondh, M.D.

President
Thailand Health Promotion Institute

* Prev by Date: [GLOBALink tob-info] Summary of Report on the Deal

* Next by Date: [GLOBALink tob-info] 18/FEB/98 JAMA Editorial
[Date Index] [Thread Index] [Archives' Index] [Home]
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Local production will
raise puffing: doctor
Aphaluck Bhatiasevi

Anti-smoking campaigners have
voiced concerns over a proposal
for multinational tobacco companies
to set up a cigarette manufacturing
base here jointly with Thailand To-
bacco Monopoly (TTM) so as to boost
their sales.

A leading antl-smokmg activist,
Hathai Chitanondh, who is also presi-
dent of the Thai Health Pramotion
Institute, said the decision to manu-
facture foreign tobacco brands here
would not only increase smoking
among the general public but also

aeusT

IJHL 2TeMy!

HEALTH / ANTI-SMOKING CAMPAIGN

Activists slam deal to boost tobacco sales

encourage youths to smoke because
of cheaper prices.

As part of the state enterprise’s
reform, talks are going on between
TTM and transnational companies,
including Philip Morris, RJ Reyn-
olds, British-American and Japan To-
hacco, which are thinking of setting
up a tobacco manufacturing base in
Thailand for export. .

The director of the National Com-
mittee for Control of Tobacco Use,
Varaphorn Phumisawasdi, said the

‘move is expected to increase foreign

tobacco sales in Thailand, which al-
ready amounts to four percent of the
total tobacco market.

“Children and youths will wonder
why authorities have decided to make
Thailand a foreign tobacco mantfac-
turing base when at the same time

campalgns say smoking is dangerous
to health,” she said.
Dr Hathai said apart from increas-

“ing tobacco sales in Thailand, the

production is also expected to boost
sales in the region.

He said it is feared the joint ven-
ture would adversely affect anti-
smoking campaigns, as in the case of
South America. ,

Dr Prakit Vatnisathojkit, - secre-
tary-general of the Action on Smok*
ing and Health Foundation said epi-
demiological findings of the World
Health Organisation (WHO) shows
that cigarette smoking kills more
lives than even the deadly disease
Aids.

Quoting the WHO study, he said
effects of cigarette smoking is-often
seen about 10 years later. In 1995, it

was recorded that cigarette smoking
killed some three million persons per
year, every six persons each minute.

Dr Prakit said at the current rate of
cigarette smoking, it is estimated that
within the next 30 years cigarette
smoking will be the main cause of
death, taking some 10 million lives
each year or 20 persons every minute,

Meanwhile despite a law requiring
tobacco firms to inform the Public
Health Ministry of their products’ in-
gredients, which has been in effect
since February 10, none of the multi-
national firms has done so.

The only manufacturer that has re-
ported to the ministry is TTM. The
multi-national companies are peti-
tioning the government to put off en-
forcement of the law for a month or
s0.
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Thailand Weighs Tobacco Joint Ventures

PICHAYAPORN UTUMPORN
er

BANGKOK — Several international to-
baceo companies are in talks with the state
owned Thailand Tobacco Monopoly to set up
ane of more cigarette-making joint ventures.

Ttie companies include Philip Morris Co.
and R.J. Reynolds Tobaceo International
Inc. of the US, and U.K.based BA.T
‘Industries PLC, according to government
officlals overseeing the Thai monopoly.
Philip Morris makes Marlboro and Benson
& Hedges cigarettes; R.J. Reynolds, a unit
of RJR Nabisco Inc., makes Camel,
Winston, and Salem; and a U.S, unit of
B.AT makes Lucky Strike and Kool.

Since 1943, the Thailand Tobacco
Monopoly has been the only company al-
lowed to make cigarettes in Thailand, man-
ufacturing brands such as the top-selling
Krongthip. If joint ventures materialize,
foreign tobacco companies might be abie to
grab market share by avoiding the 60% duty
charged on imported cigarettes.

F oriifn Firms Hold Tal
U Staff Repord

Thailand Considers New Tobacco

Continued From First Page
dewn on smoking consumption se much.'”

Mr. Gletz described the talks with the
monopoly as “'a little bit like a beauty con-
test™ among tobacco companies, held by
the monopoly to find the best deal.

In a faxed response to questions, a Philip
Morris official confirmed that “‘over the past
several months, Philip Morris and Theiland
Tobarco Monopoly officials have held ex-
ploratory discussions about the possibility of
(2) cooperative commercial relationship.”
He declined to provide [urther details.

The steep import duty serves two purpos-
e5. |t keeps the monopoly firmly entrenched
in the lucrative market. And since.the duty
was increased to 60% from 30% in January, it
has supplied the government with a steady
stream of income at a time when the econon-
ie crisis has slashed government revenue.

‘The monopoly's revenue from sales and
dutiez totaled 44 billion baht ($1.02 billion)
in the year ended Sept. 30, said Ong-ard
Champoonta, the monopoly’'s managing di-
rector. Of that amount, the government was
given “more than four billion baht™ as a
commission from the monopoly, he said.

The chairman of the tobacco menopoly,
Somchainuk Engtrakul, said, “We've beeq
talking with many companies, and may pick
meore than one partner for the project.” Ac-
cording 1o Mr. Ong-and, the monopoly is look-
Ing to hold the majority stake in the venlure
or ventures, preferably “more than 51%."

" Before any deals can be struck, the plan

ks on Making Cigarettes With State Monopoly

For the tobacco monopoly, its Interest in' panies. R.J. Reynolds sold 760 million ciga-
possible joint ventures is partly driven by & rettes in Thaitand in 1997, representing a
desire for sell-preservation. The Thai gov- 1% market share, company olficials said.
ernment is under pressure to eventually sell But that's not to say Thais are paying a
off many state-run businesses, partly at the 60% duty on every Lucky Strike they light.
behest of the International Monetary Fund. Foreign cigarettes smuggled into Thailand
So the monopely is eager to offer zlterna- without duties are widely available.
tives to privatization, and that way, per- Tobacco companies consider a deat with
haps, to decide its own fate. the Thailand Tobacco Monopoly a way to

No matler whal happens, any action build sales amid Thailand’s economic cri-
probably wili have to wait at least until the sis, which is sharply curtaifing local spend-
end of August. That’s when the governiment ing power. “'Excessive taxation, from our
is set 1o issue a so-called privatization mas- point of view, always hits those who can af-
ter plan, as part of the $17.2 billion IMF re- ford less,” said Axel Gietz, senior director
quirements for reviving the Thai economy. for external relations at R.J.Reynolds

The Thai market has been a tough one Internationat BV in Geneva, Switzeriand.
for foreign cigarette makers to crack. The i "Local manufacturing would be a more in-
ban on manufacturing and the steep taxes 'teresting proposition to us.”
have kept foreign cigarette makers at the On the other hand, he says that *‘people
markel’s margins. According to tax records, tend to continue smoking as the only luxu-
they sold only 5% of the 2.4 billion packs of ry they can afford” in times of economic
eigareties smoked in Thailand last year. crisis such as these. "I wouldn't say they

Still, Thailand, with its population of 60 smoke more, but they don’t seem to ecut
million, is a substantial market for the com- , Please Tum to Pane 5. Coluran |

oint Ventures

who is also director-general of the Customs
Department. "But if the government wants

Smoke Screen .

) K - 1 to sell part of us — ltke they're doing with
‘“" Thal Tmm‘_;:‘“."w S other agencies — we’l have (o accept it.”

& markel ahare o o Privatization of the monopoly could be
.. Metric tors - more time-consuming and more difficult

than privatization of other state agencies,
given the profitability of the business. Fi-
nance Minister Tarrin Ni haemind;
said the government isn’t in a hurry to priva-
tize the monopoly, becalse of concerns that
it will lose a significant chunk of revenue.

Any move toward privatization could
47-f prompt vigorous rTesistance frum the
. agency's employees, Mr. Tarrin said in a
briel interview. The union representing the
ilgency's more than 7,000 workers is one of
the country's most powerful. "We don't
want {0 move too swiftly in changing the
way of life there,'" Mr. Tarrin said.

RN rmnmm&rmw;r- »

must be approved by the Finance Ministry,
and if the investment is targe enough, by
the Thail cabinet.

The IMF requires Thailand to privatize
some of its 70 state agencies as part of the
conditions atteched to the IMF-led $17.2 bil-
lion economic bailout package. The govern-
ment is eurrently drafting its privatization Tased antismoking group that s,mfm
master plan, which will cutline privatiza- "ﬁﬁmmmg‘&%m
tion procedures. ?ﬁrﬁﬁ;ﬁ'ﬂmﬁie—m'

The monepoly began considering joint- mﬁﬁm
venture possibilitles before the government prave. T {hink it's even better that the man-
accepted the IMF-backed bailout. "We pre- igement of The (0baccy monvpoly remains
fer this type of joint venture' to a sale of the |mefﬁciem so that they wouldn't be so good
government's Stake, said Mr. Semchainuk, m

Freeing the monopoly from_govern
TS confroloUld b cntrovsiot B
cause_of Eublic-hﬂ_ h_concerns, as weli;
~We don’t_think_the tobacco monopol
should be privatized at all.” said Hatal Chi;
fanondh, president of the Asia Pacific Asso-
T Tob 3_Panghok

ciation for Control o Tobacco,
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Mr.James Wolfensohn
President . -

World Bank

1818 H.street , NW,
Washington, D.C. 20433
U.SA

Dear Mr.Wolfensohn

L]
| am writing to express our concem about the plan to privatise the Thailand Tobacco Monopaly

(TT™) as recommended by the IMF.

Privatisation of states’ tobacco monopalles around the world resulted In big rise of tobacco
consumption, manufacturers’ employees belng laid off , tobacco farmers becoming jobless and
catastrophe of tobacco control in those countrles. The privatisation Is really a denationlisation of
state tobacco independence.

As the World Bank has a close relationship with the IMF and has a clear policy not to support
investment In tobacco business | would like to ask your kind favor t0 express the World Bank's
tobacco control policy and ask the IMF to Immedlately change its policy on this matter.

Sincerely yours,
VR QTAT s/ Ny

Hatai Chitanondh, M.D.,, F.I.C.S., F.R.C.8 (T}
President

Thailand Health Promotion Institute

The National Health Foundation

wofriunsodamaa 1, Ju 11, oo 2/64, 2220 souumadinnaoy 1
nuusRdS, 104U, aunuFe nnu. 10330
insAwri 6519411, 6502583-5 do 2064

The Regent Royal Placel, FL11, Room 2/64, 2220 Sol Mahardiek Luang 1
Rajdamel Rd., Lumpinl, Phatumwan, Bangkok 10330 THAILAND
Tel. (662) 6519411, (662) 6502583-5 Ext 2064

Insans 6519411 Fax (662) 6519411

E-Mall Address - Dr Hatal Chitanondh <plrayu@asianet.co th -




December 8, 1998

Mr. Michel Camdessus
Managing Director _
international Monetary Fund
700 19" Street, Nw
Washington, D.C. 20431

DearMr. Camdessus:, ..

We are wiiting to register our concern about apparent International Monetary Fund (IMF)
Support for privatization of state-run tobacco operations. We believe privatization would
have serious public health censequences. We urge an immediate change in IMF policy

on this matter.

As you know, in connection with receipt of loans from the IMF, Thailand is undergoing an
economic restructuring program. it has come to our attention that the August 25, 1998,
Letter of intent from Thailand to the IMF contemplates privatization of the Thail Tobacco
Monopoly. Attachment Box F. Section 5, “Privatization of selected enterprises,” lists as a

goal for the first quarter of 1999 to “complete study outlining strategic options for

Tobacco Monopoly.”

In conjunction with the economic restructuring South Korea is undertaking with IMF

Support, that country also has announced plans to privatize in whole or in part its tobacco

monopoly.”

Whatever the merits of privatization of other sectors of the economy, tobacco represents
a grave public health menace that must be treated differently. Policies relating to tobacco

must be guided above all by public health considerations.

The experience in opening Asian tobacco markets to foreign imports illustrates what is at

stake. After misguided U.S. pressure forced open markets in Japan, Taiwan, South Korea




and Thailand, smoking rates rose 10 perecent higher than they would have, according to

econometric analyses performed by University of 1llinois Professor Frank Chaloupka.

In time, that increase will lead to thousands of preventable deaths and excess spending

of health care resources to treat tobacco related disease.

Experience shows that state-owned enterprises tend to be less aggressive marketers of
tobacco products than private corporations, especially the multinational tobacco -
companies that will bid for state tobacco companies that are privatized. State-run
tobacco companies are less likely to attempt to influence, skirt or undermine domestic

tobacco control regulations. They are also less likely to deny the health risks of smoking.

For these reasons, we urge the IMF to adopt a formal policy of prioritizing public health
over other considerations in tobacco - related matters. The IMF policy should not
encourage or advise borrowing countries to privatize state-run tobacco companies. We
also urge the Fund to review the impact of its structural adjustment policies on tobacco-
related and other public health concerns, and to ensure economic restructuring does not

contribute to preventable disease and death.

Sincerely,

Rep. Lloyd Doggett Rep. Bernard Sandres
Rep. Ted Strickland Rep. Lane Evans

Rep. John Qlver Rep. Nancy Pelosi

Rep. Dennis Kucinich Sen.  Ron Wyden

Rep. Barbara Lee Rep. Fortney Pete Stark
Rep. Frank Pallone Rep. George Miller
Sen.  Richard Durbin Rep. Martin Meehan
Sen.  Frank Lautenberg Rep. James Hansen

Rep. Diana DeGette

DISK: T.ART 10./FILE: US Rep wrcte to IMF
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Privatisation of
tobacco poses
‘serious danger’

The Nation

A GROUP of US House representatives
and senators are opposed to the plan to
privatise the Thailand Tobaeco Monopoly
(TTM), saying the move would have “seri-
ous public-health consequences”.

The concern was expressed in a joint let-
ter to Michel Camdessus, managing direc-
tor of the International Monetary Fund
(IMF).

In its fifth letter of intent, dated Aug 25,
to the IMF, the Thai government pledged
to privatise the tobacco atate enterprise
by the first quarter of next year.

. “Whatever the merits of privatisation of
other sectors, tobacco represents a grave
public-health menace and must be treat-
ed differently. Policies relating to tobac-
co should be guided by public-health con-
siderations,” said the letter, signed by 14
US representatives and three senators.

It added that the experience in break-
ing open other Asian tobacco markets to
foreign imports illustrated the pros and
cons. “After the misguided US pressure
forced open markets in Japan, Taiwan,

South Korea and Thailand, smoking rates.

rose by 10 per cent more than they should
have,” it said. The figure was cited from
the econometric analyses done by Prof
Prank Chaloupka of the University of
Tllinois.

- “In time the increase will lead to thou-
sands of preventable deaths and excessive
spending on health-care resources to treat
tobacco-related diseases,” the letter said.

The group also urged the IMF to adopt
a polioy of giving public health priority over
other chnsiderations in tobacco-related
matters. It also urged the international

financial body to review the impact of its
structural adjustment policies on tobac-
co-related and other public-health concerns
and to ensure that economic restructur-
ing did not contribute to preventable dis-
eases and death.

In a statement released yesterday, Dr
Hatai Chitanondh, president of the Thai-
land Health Promotion Institute, said
the congressmen’s letter was a result of
his contacts and his lobbying of the group
in October.

Hatai said his studies showed that pri-
vatisation of tobacco-manufacturing com-
panies across the globe resulted in an
increase in the number of smokers, more
than half of the tobacco firms working
under capacity, farmers becoming either
unemployed or poorer and the state los-
ing billions of baht worth of i income from
tobacco and import tax. i

“Moreover if foreign companies are
allowed to take over [TTM]}, Thailand’s
anti-smoking campaign, which has been
successful so far, will collapse,” Hatai
said.

He added that he had explained the
consequences of the TTM privatisation to
all Thai associations related to tobaceo
industries and all had agreed to oppose the
government's initiative because it was a
matter of grave consequence because it
would affect maore than 7,000 TTM employ-
ees, half a million tobaceo farmers and their
of their family members to the number 6f
1.5 miilion.

“Most importantly, I don't want to see
more Thais die from smoking,” said Hatai,

‘a former Ministry of Health official, who
. sent a similar protest letter to World

Bank President James Wolfersohn.

* Tuesday, December 15, 1998
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TOBACCO
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privatisation

WHO officials raise
fear of bealth effects

Aphaluck Bhatiasevi

nti-smoking activists yesterday
warned the government that its
planned privatisation of the Thailand
Tobacco Monopoly would have ad-
verse effects on Thais,
In its fifth letter of intent to the

- International Monetary Fund, the

government has set the TTM privati-
sation as one goal for the first quarter
of 1999.

In a petition to Prime Minister
Chuan Leekpai, Hathai Chitanondh,
a leading anti-smoking  activist,
warned yesterday that the TTM pri-
vatisation would pave the way for
transnational tobacco companies,
such as Philip Morris, R.J. Reynolds,
British American and Japan Tobac-
co, to set up manufacturing bases in
Thailand for export to its neighbours.

It would be ironic for Thailand, the
region’s leader in tobacco control, to

- become a convenient base for tobacco

companies to launch their products in
neighbouring countries where tobac-
co controls were lenient, he said.

Dr Hathai said anti-smoking activ-
ists, tobacco planters and TTM em-
ployees would join forces against the
TTM privatisation plan.

He added it was feared the TTM
privatisation would rob at least half
its 7,000 workers of their jobs, and
would also affect some 1.2 million to-
bacco planters and their families.

The government would also have to
share its yearly income of more than
40 billion baht from tobacco products
with private shareholders, he said.

Dr Hathai has managed to get the
support of 17 US House representa-
tives, who on Dec B expressed their
concern over the planned TTM pri-
vatisation to IMF managing director
Michel Camdessus.

They urged the IMF to review the
impact of its structural adjustment
policies on tobacco-related and other
public health concerns, and also to
ensure that economic restructuring
would not contribute to preventable
diseases and death.

Their letter to the TMF was signed

by Lloyd Doggett, Ted Strickkand,
John Olver, Dennis Kuchinich, Bar-
bara Lee, Frank Pallone, Richard
Durbin, Frank Lauterber, Diana De-
gette, Bernard Sanders, Lane Evans,
Nancy Pelos, Ron Wyden, Fortney
Pete Stark, George Miller, Martin
Meehan and James Hansen,
According to Professor Frank Cha-

"loupka of University of Illinois, expe-

riences from the opening of Asian to-
bacco markets to foreign imports il-
lustrated an increase in smoking
rates by 10 percent in Japan, Taiwan,
South Korea and Thailand.

Meanwhile, World Health Organi-
sation officials also expressed con-
cern over the TTM privatisation plan,
saying it could result in adverse
health consequences.

“If the government privatises the
TTM, the WHO requests that Thai-
land look very closely at what has
happened to Latin America where al-
most all state tobacco monopolies
were privatised during the 1970s and
1980s,” said Neil Collishaw, the
WHO’s programmer on substance
abuse.

He said privatisation allowed for-
eign tobacco firms to market their

. products aggressively, thus resulting

in an increase in smoking rates
among women and the young,

The Action on Smoking and Health
Foundation (Ash) has urged that the
TTM be exempted from privatisation
requirements on lealth grounds.

Prakit Vatesatokit, the founda-
tion’s secretary, said the effort to im-
prove the TTM's efficiency was tanta-
mount to dismissing health concerns.

“Experiences in other developing
countries have shown that privatisa-
tion leads to increased smokmg prev-
alence among women ang yo ing peo-
ple. Forty percent of Braziliap women
now smoke,” said Dr Prakit,-adding
that it was feared that the joint ven-
ture would adversely affect anti-
smoking campaigns in Thailand.

If the government thought the
TTM privatisation was really neces-
gary, he said, the Finance Ministry
should hold on to more than 51% of
TTM shares so transnational compa-
nies would not be able to undermine
Thailand’s successful control on ciga-
rette consumption.
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Asian Bailout Could Aid Tobacco Firms

IMF Program May Help Open Cigarette Markets in South Korea, Thailand

By SueIN L. Hwang
And MicHAEL M, PHILLIPS
Staff Reporters
A fight is breaking out over the Asian
economic bailout effort because it is having
a controvergial side effect: helping open

markets in South Korea and Thailand to

global tobacco giants.

The International Monetary Fund swept
in last year to bail out the struggling
economies of those countries. As a condi-
tion of its emergency assistance, the IMF is
seeking the privatization of state-owned
companies in vartous industries, including
tobacco. That stands to open the lucrative
South Korean and Thai cigarette markets to
Philip Morris Cos. and other rivals.

Now the IMF's policy is drawing fire
from the U.8. Congress. Last week, 17 legis-
lators wrote a strongly worded protest to
the IMF's managing director, Michel
Camdessus. “Whatever the merits of priva-
tization of other sectors of the economy, to-
bacco represents a grave public health
menace that must be treated differently,”
said their Dec. 8 letter. Signatories included
Sen. Richard J. Durbin of Illingis, Sen.
Frank R. Lautenberg of New Jersey and
Rep. James V. Hansen of Utah.

IMF officials say they have no specific
policy on tobacco, adding that the moves
are simply part of its larger effort to en-
courage economic reform. “‘Privatization of
state industries is wholly consistent with
IMF efforts to promote sound fiscal man-
agement,” says spokesman William Mur-
ray. “If that means privatizing tobacco
companies, or any other industry that is
likely to be more effectively operated in pri-
vate hands, I don't see why the IMF would
object.”

Privatization Is Pledged

In its agreement with the IMF, South

! Korea promised to privatize its South Korea
Tobacco Ginseng Corp. and five other gov-
ernment-owned companies by 2002. And in
an Aug. 25 letter to Mr. Camdessus, Thai
authorities committed to complete a study
“outtining strategic options for Tobacco
Monopoly” by the first quarter of 1999.
They also agreed to sell stakes in Esso
Thailand PLC, Thai Airways and many
other companies.
. Amid economic turmoil, selling even a
partial stake in a tobacco monopoly is an
easy way for a cash-strapped government
to generate needed funds quickly. In antici-
pation, the world’s largest cigarette makers
are jockeying to position themselves for a
possible deal.

In the past few months, British Ameri-
can Tobaecco PLC and RJR Nabisco Hold-
ings Corp.’s Reynolds unit say, they have
made overtures to South Korean officials.
Philip Morris declined to comment about its
activities in South Korea. But, this past
summer, Philip Morris's chief executive of-
ficer, Geoffrey Bible, attended a posh cere-

mony at New York's Waldorf Astoria hotel
honoring South Korean President Kim Dae-
Jung. Then in October,” Mr, Bible flew to
South Korea and expressed interest in a
strategic partnership with the country’s to-
baceo monopoly.

South Korea is a plum market. It is a“

country of heavy smokers who light up
more than 100 billion cigarettes a year,
making it one of the 10 largest tobacco mar-
kets in the world. In Thailand, people
smoke roughly 50 billion cigarettes annual-
ly. (The number is nearly 509 billion in the
U.8)

International markets are becoming
more important to cigarette makers as
long-term prospects in the U.S. grow in-

Cigarette companies in
South Korea and Thailand
churn out poorly made cig-
arettes that bear little
resemblance to foreign
brands.

creasingly dim. Although U.S. and other
multinational tobacco companies have sold
cigarettes in South Korea and Thaitand for
several years, they have been no match for
state-owned operations that control distrib-
ution around the country.

Philip Morris, British American and
Reynolds collectively share barely 8% of
the cigarette market in South Korea and
less than ha)f that percentage in Thailand,
says Martin Feldman, a Salomon Smith
Barney analyst. South Korea's tobacco and
ginseng enterprise, which employs roughty
6,000 people, controls almost 90% of its mar-
ket. ‘

Some public-health officials say the
IMF’s failure to exclude tobacco companies
from broad privatization plans could result
in increased cigarette sales, That is be-
cause state-owned tobaceo companies, slug-
gish and unchallenged, do little to promote
market growth. Like other state-run monop-
olies around the world, cigarette companies
in South Korea and Thailand churn out
poorly made cigarettes that bear little re-
semblance to the carefully engineered,
smeoth-tasting foreign brands such as
Mariboro or Camel,

“If you change from a non-confronta-
tional, inefficient government monopoly to
a transnational company, it invariably
leads to an increase in tobacco consump-
tion,” says Judith Mackay, an antitobacco
activist based in Hong Kong. Turkey, for
example, has become one of the fastest-
growing cigarette markets in the world

since its government abolished price con-
trols that had propped up the former state-
run tobacco monopoly.

The IMF and the cigarette companies
strongly deny that the privatization of
state-owned tobacco enterprises leads to in-
creases in cigarette consumption. Peter S.
Heller, deputy director of the IMF’s fiscal
affairs department, suggests that removing
foreign governments from the tobacco busi-
ness might actually increase their willing-
ness to regulate tobacco use, advertising
and promotion. “‘Privatization might free
the government to be much more aggres-
sive” in regulating tobacco, he says.

Mr. Heller also notes that the IMF often
urges governments to raise tobacco excise
taxes to boost government revenue, a step
that also might help reduce smoking levels.
Korea's IMF-approved government budget,
for example, includes a new 10% value-
added tax on tobacco.

Although South Korea is the larger mar-
ket, health activists are particularly wor-
ried about privatization in Thailand, which
has some of the strictest antismoking laws
in the world. Thai public-heaith groups suc-
cessfutly lobbied for a complete tobacco ad-
vertising ban. And last month, Thailand
made headlines when it required all ciga-
rette packs to include a warning that smok-
ing can cause impotence.

. Social Leaders

Public-health officials in Thailand say
privatization of the tobacco monopoly will
inevitably erode their efforts. “‘When the
transnationals set up their base, they can
bring in a lot of money to buy influence,
buy politicians, buy social leaders in every
level of society,” says Hatai Chitanondh,
who is president of the Thailand Health
Promotion Institute.

“Our entrance in a foreign market,
whether by exports or direct investment,
does nothing to inhibit a government's abil-
ity to legislate over any aspect of our busi-
ness,’ Philip Morris says. "“In fact, by per-
mitting international competition and
eliminating state-controlled tobacco monop-
oligs, the previous conflict of interest be-
tween the sale and regulation of cigarettes
by a state enterprise is eliminated.” The
company also says that overal] cigarette
consumption dropped in the Czech Republic
after Philip Morris acquired the state-

‘owned monopoly there.

The IMF itseif has operated in Asia for
decades, but its lending ballooned there
after the financial crisis erupted in Thai-
land last year. In August 1997, the IMF ap-
proved a $4 billion contribution to Thai-
land’s $17 billion international rescue
package. Then last December, as the crisis
spread, the IMF agreed to lend about $20
billion to South Korea. In return for its
loans, the IMF generally requires recipients
to comply with a number of agreed-to eco-
nomie reforms,
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THAILAND TOBACCO MONOPOLY

Unlikely alliance

Tobacco farmers join
bealth activists, but

motives are different

Opposition to the privatisation of
the Thailand Tobacco Monopoly is
creating some strange bedfellows, with
tobacco growers’ representatives join-
ing health campaigners and TTM em-
ployees to protest against the plan.

The Thai Health Promation Insti-
tute has warned that privatisation
would likely involve a multinational
tobacco company taking a large stake
in the state enterprise, which is now
owned by the Finance Ministry.

Health campaigners say the for-
eign partner would use aggressive
marketing to promote smoking, with
harmful consequences, especially
among young people. At present the
TTM is not allowed to advertise.

But privatisation raises different
fears among tobacco growers, curers
and dealers, as well as the TTM State
Enterprise Employeas’ Association.

Chiefly, it is about jobs: the TTM
directly employs about 7,000 people,
while some 500,000 families are in-
volved in growing tobacco and related
activities, ,.

The TTM privatisation plan is ex-
pected to be ready by the first quarter
of next year. One option being stud-
ied calls for 33% to be sold to a for-
eign strategic partner and 33% to lo-

fights privatisation

cal investors, with the Finance Min-
istry retaining the remaining shares,

% The first people to suffer under pri-

vatisation would be farm families, ac-
cording to Metha Ua-apinyakul, pres-
ident of the Thai Tobacco Growers,
Curers and Dealers Association.

He said the new foreign partners °

would likely use more imported to-
bacco leaves for local cigarette pro-
duction, with Thai tobacco remaining
a minor ingredient.

The privatisation would affect not
only growers but alse other related
enterprises which would be forced out
of business, he added.

The TTM, which controls 92% of
the domestic cigarette market, re-

ported gross sales of 35.7 billion baht !

for the 1998 fiscal year. Net operating
profit was 5.44 billion baht, of which
1.84 billion was contributed to the
government. The figure excludes tax
revenue from sales of cigarettes,

“We would like to ask the govern-
ment not to hurt the poor any more, as
the economic crisis has already hit
them hard enough,” Mr Metha said.

He said three groups would jointly
submit a letter to Prime Minister
Chuan Leekpai and Finance Minister
Tarrin Nimmanhaeminda to explain
their concerns about the “grave con-
sequences” of privatisation.

“If they do not listen to our expla- :

nation, we will take another major
step to oppose privatisation,” he said
without elaborating,
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7. JAN. 199G 16:53 WORD BANK (BKE)

THE WORLD BANK GROUP
THAILAND RESIDENT MISSION: World Baak, 141h Floor, Tower A, Diethelm Towers,
93/1 Wireless Road, Bangkok 10330, Thaijlapd
Tel, No, (66-2) 252-2305/07, 256-7792/4 ¢ Fax No. (66-2) 256-7794/5

January 7, 1999

Mr. Hatai Chitanondh, President
Thailand Health Promotion Institute (THPYJ)

Dear Mr, Chitanondh:

Thank you for your recent letter addressed 10 President Wolfensohn regarding

privatization of the Thailand Tobacco Monopoly.

We share your concer regarding the issues of public health and employment that would
be rajsed in conjunction with any privatization of the Tobacco Monopoly. According to
the Master Plan for State Enteprise Reform, approved by the Thai Cabinet in August
1998, the government intends to partially privatize the Thailand Tobacco Monopoly,
while keeping a share of the firm in state hands. The Master Plan also recognizes that
managing the firm involves a “core government activity,” presumably for health reasons.

Thank you again for your concern,
K 3 Sincerely,

I Shem

J. Shivakumar
Country Director
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