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Industrial Knowledge
by Chinachart Vatanasuchart from Tilleke & Gibbins International Ltd.
UPCOMING CHANGES FOR IN THAILAND

In this time of economic turmoil, the improvement of trade logistics is crucial in increasing the efficiency of systems of distribution, warehousing,
maintenance, freight forwarding, etc. Nations are faced with the need to accelerate development of local logistics infrastructure in order
to compete globally and respond to market demand, and this need can be particularly acute in the pharmaceutical industry for active
pharmaceutical ingredients in bulk or finalized products.

The Thai government is well aware of the changing needs in global trade and is pursuing a national policy to cope with increasing demands in
transportation efficiency by promoting logistics business, investing in trade facilities, advancing human resources, and developing information
networks. More notable projects in Thailand include the dual-track rail network from Chachoengsao to Laem Chabang, and the construction
of a second port in Chiang Saen, Chiang Rai.

Although the Thai government is actively promoting logistics business, Thailand has no industry-specific law. A working committee, comprised
of representatives from both the private and public sectors, has been set up to gather ideas and help draft new legislation to support the
logistics industry. Of particularimportance, the draft legislation provides an express definition of a Thai logistics service provider, and establishes
shareholding requirements whereby not less than 50 percent of shares must be held by Thai nationals. In addition, the committee has been
assigned certain responsibilities which include promoting logistics business by taking into consideration natural preservation, national security,
energy, and the environment.

Certain privileges are also afforded under this draft legislation, which include providing exemption/reduction of corporate income tax and Value
Added Tax, allowing utilization of assets used in business operations as collateral to secure loans, and granting shippers the right to deduct
50 percent of logistics fees from net profit as a tax incentive. Even though the legislation has not yet been finalized (as the drafting process is
linked to other existing laws such as the Revenue Code and requires further scrutiny by officials), the attempt is seen as a major step forward in
the protection and promotion of Thai logistics businesses.

Entrepreneurs in a wide range of industries, including pharmaceutical producers and distributors, should keep up to date with the latest
advances in logistics services as well as developments in laws and regulations in Thailand so they can remain competitive in the current global
market. Manufacturers wishing to succeed in business must utilize these advances in logistics to best serve their customers and maintain
market share. Entities in the private sector can also do their part by conveying industry needs to the government so that appropriate policies
are implemented.
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