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SUMMARY R?PORT BY THR GXDERTS
FOR TUC SENIN&R O SMALLSR BNTERPRLS

I. INTRODU“TION

"D“RH n‘ROH JAPAN
DEVETOPMENT

4 1 .

Havzng been dlbpatched by the Japan Tﬂhefﬁ&tl@ﬂal_JoopexntAOn Anency

as parbt of lts technlca] cOOperatLOn
of four memhers, headed by Prof. Ooh
Bangkok on October 25,1987, The team

after having completed the three day

Snterprise Development .

it is ﬁhe'pleasure_of this team that
putting our cowmenkis
of tne Seminar on record as follows,

made Dy ‘the authorities concerned on

-and discussions-

PTORET /M of Japqn, the team consisting
Twaki (as listed bglow).-arrlvad
ig 1ea0ing Bangkok on tovember 1,1987,

sesgions of the Seminar on Smaller

we are sugmitting bhis summary report,
and observ,tiocns, further the reastions
for the purpose of references to be.

the'part of the Goveérament of Thailand,

as well as by the concerned authorities of the Jspanese Novernment.

hmM3 RS OF THE TEAH

(1) Leader of the TEAM

“oh IWAVI
Professor, Adchi Gakuin Unlver31ty*

Nagoya, Japan

(2) Member
) : Senior

Noriyuki MURATA

Magnagement Zonsultgnt,

Chu.San.Ren (Centrgl Japan Industries
Association}, Magoya, Japan

(3) Member
' Senioy

Takeo SORDA

Hanapement Consultant,

Chu-San-Ren {Jentry) Japan Tndustries
Association}, Mapgoya, Japan

(b)) Member

Sei'VTechi KOIKE

Training Officer,

Hapgoya

Japan International.

International Trﬂlnlny Jenter,
Zooperation Apency

OBJEITIVE OF HAYING HELD "HE SEMINAR:

JIZA has been c§~operating'with developing countries in the area of pertinance

- to.the development of human resourcées.

It has continued the programs, specifi-

cally for the promotion of small entecrprises, through.its individual}/group

training courses:

-17~



for (1) Business Feasibility Study g Managoment Praclice
- (2) Consultancy Service for the promotion of Small fnterprices
and through the seminar oun,
(%) Smallér Enterprise Development,
further,_ﬁFAinihg course on (4) Small Industry Promotion for the Republiec

"of Indonesia.

This sm«im_né wes held in Bangkok by JICA £rom ‘0c_t¢5§_r 28(Wed.) through

30(Fri) , 1987, _int_g'z{ae'd: | | |

i) té;give an Opﬁdftunity for.repleﬁiéhing the relevant knbwladge currently
\updaﬁéd, to the gkfparﬁicinants of the'aforeimentioned_3 training

courses/seminar{excluding Indonesian Course),

aléo to other profeSsionais Qho are invoiQEd in the promotion and
. deve10pﬁeh£ qf"smhli industries; |
ii) and to exahaﬁge Opinions,'éxpefiences'abogt the major hoints at issue
for the.ihp;ovement 0f the sectién_iﬁ question; fur#hef‘to discuss counter-

measures possible in overcoming them.

-1 3



II. ITINERARY REFORE THE SEMINAR IN BANGKOK

- October 25th (Sun) Arrived Bangkok from Jakarta

26£h (Mqh)'Viéited Bangkok Qffice, JITA B
“Discussion for the Seminér Prep%ratiou with:
Mr¢'Beﬁ Saito, Residéﬁt'nepréééntative, Tﬁéiland.Office, JIQQ
Ms. Chisa Hara, Thailand Office, JISA | N
Mr._Akira Kuroda, JTOA ﬁknefiF Dip 'i

27th (Tue) Visited Department of Technical and Fconomic Cooperation,

Office of the Prime Minister
Discussion with Mr. Thawal Polpvech, Director

Mr. Kri&da Piamponsant, c¢hief

Visited Departmeht_bf'lndustrial Prohotioﬁ,

Hinistry of Inaustry*

Discussion with Mr. Padetpai Meekuniam, Director,

Planning Division

- Visited Thailéhd ﬁaﬁagement'Dévglobment And Productivity

Zenter

Discussion with éxﬁpapticﬁbénts-
(Ms, Ubol, Ms. Saisuwat, Ms. Tadashi.Ms. Pisamai ,

Mr. Sompora, Mr. Thomnu, et al.)

Visited WICHIEN AUTOPARTS LTD., PART.

Discussion on subcontracting situation with Ms. Waree
. Pongthong, Bxecutive Secretpry .

e
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I1I, SEMINAR (October g through 3o, 1987)
PRESENTATION 1, (Prof, Iwaki) together with questions:

[ S . H. . 3 “ . _— ' . . " . . R - .
omell and Lediue Industries in lconomic Develovment,

The-subject hattér of ry presentation is the role of
small and nedlur industries in economic'dovCloyﬁenﬁ
ot Jdnan- 11, its pleCﬁplllLy to developing counbries.
'Partlcularlj, T put emphagis on the =chonLrchLn¢
gystem in Japon vhich is very _mrelevant to- Asion
NTCS. | | |
o _ _ : = N
~In® the process of the nrescntation,.I exploined the
Sjubcm and. supﬁortln organizations of nubcontrs CLJH”
linkage, Htrebaln¢ on the policy framework to encours-
ae ouocontractlng uJ“tCN from the lerge firmg ond
¢ovcrnment level.

The Thailund - economy is olvo apprrosching to the steze
“oof NICS. thidls means thet, interms of industrisl structure
the assenbly type industries such s rutomobile , elec-—

t:lc@l appliances end N”cnlncu, will become o core’
in industrial structure , and need nore parts: vnd

compone nts from local indusiries. This loads Lo the

poOs 51b111tv of zsubcontracting J"ﬂLem or rncillerization.

Therefore, the commcn*i,0 “nd gquestions from Thailsnd - elde

zlso concenuruLe on the ~P9110 bwllﬁv of o ubbohtracting
syestem 1o Thailand vhich hes dl érenh conmunity st-

‘ructure from. Jepen, -ind where the 1n1t1 1 imnrct cones
from is'ahothef major. question. Ly ensver is enforce the
institutional fremes to romove  meny constroints in
Thailend,. In this sense, woré'inform’etion cenbres anq_

technicul cintres ill be necded o fozler subcontrecting

gsystem in Thzniland.



As mentioned above, the major discussion concentrated on how
to apply the subcontracting system in qpaijena even though
admitting its importance and relevance Lo the sconomy.
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PRESENTATION 2 (Mr. Socdd) .

'JhPﬂV'S PLODUCTION VANAGEL LMD JUSI-IN-TTRE LLTIOD

PhE TNTATLGN

The foLlownn“ conuontm have lecen pTO‘GnTCd o Jumb~In-~1imae

proﬂuctloa concepl in order to invole the dizcussgion 1ogard1ng
the mdeptablllty.of the y few to Thailrnd,

10_Dcf1n1tlon of Jus t In~"Time Systém

2. bhoxt_ehamp;edescrihing_the benefits of keeping inventory low
3. Slide”showinw titlod "Ldﬁdinn ond Scheduling™ :
G,IOvch1ew 6f information. Wnd physical f£low fepardjn"ﬁ orobile

mea nufacturlnP

A
*

'Dramework of Just- Ianlne Tfoductlon Syslem
.‘PhLlOaOﬂhlea of Just-In-Time Systoen
7. How . to ‘make production dePJHIOﬂu. Comperizon of Western method
'cud JIT method »
8. How Kanbans'are used
9, .Production smédthing

QUUSTIOP“ _

1. Iu Just-- In Ulme Svﬂtem ﬂdontﬂhlc to Thailand where there exist
ve Ty fow subcontractors yel ? A
The culrent wave of forelgn 1nvegtwonif pQYblLuluvlj flow Janan

“is sure 1o cnerﬁbe the nned to dove]oP uunconqucuqu,ln a

* maﬁtc1 of Tew Jeﬂr . However, the JIT concepdt can be snplied
within'your ovn ‘company first. For cxsmule, the_réduction of
York-In-Y¥rocess or Pinished Goods Inventory, reduction of setun
time, . _ . _ _

2.'How cun we ﬁgrlv_JIT'mcthed to countries where meterield éﬁpvly
iz unreliable in delivery time #und also raterinl speculotion is
the fact of life e .

Tirst, it is the prereruisite thal you malie o veasoncble purchesc
rlen so that swppliers cen meet your request in 2 noyrzl situéfion.
Parﬁicularly ifiportant is the siwoothing of purchiooe plen.

Anothey iﬁpértant iden im to muke T cohfract U ch*«e. Your

" company should muke a controct with your supplier repprding

.annuﬁl purchose emount. then Arronce o thel deliveries are node

on ¢ osplit besis at reguler inlervol.

~17-



PRESENTATION 3 (Mr, Murata)
T, @, C. in SMALL INDUSTRIES
Presentatlon _
1. T, Q. C. is the activities of the workers, not confined
only in factory workfloor operatlonsi

2, We need to control the pre-qualilty operatlons, before
the stage of finalizing the product guality.

'3, Multiplier effects from big cbmpanhas are eventually
most significant ‘in the introduction of TQC to small'
‘1ndustrles. '

b, hecessity of Top'Management to be involved'in'TQC is
imperative! o

Questions/Discussions:

a. TQC and Company-wide GC means the same? QOC and TQC
the same meaning° What is the major’ goal of TQ{

. In Japan, the Deming Pr14e winner companles perform TQC°

c. It was dlscussed that the recognltlon ol Top managemeut for
TQC is essential. How we can approach the top managemenL
ot pursuade the significance of TQC?

- d. How we can 1ntroduce TQC in the Governmént officé?

e. Wny TQC and/or JIS is successful in- Japan, while other
countrles are struggling to 1ntroduce them?

ReSponding'DiéCussiqn:'
In big companies, especially in joint ventures with.Japan,
TQC is well- inplemented Currently, being pushed by the Yen
appre01at10n, they - f1nd it more and more dlfflcult to centlnue-
some of their proc9531ng in Japan. Iq other words, they are
finding potential small industries that are capable’enough
to accept orders of subcontracting, in Thailands in fact |

there are a lot of successful cases already,

On the part of those big compiies, the basic requirements of
guality, delivery, quantity and cost factors are not only the
concern within the company, but in the subconiractors; other-

-]18-



wise, the whole operation »f the big company would stop so frequently
for- necessary troubie shooting and problem'Sbiution. In other ﬁordsj
fﬁhe;r gfforts of introducing Quality control in place of subcontract-
 ing small industries are_of bipgest importance.

Technology transfér'is thus béing“impalied By big joinf vénture
companies , to flow downwards by gravity to the place of small
industries. ' S )

It is along thls context that the extentlon services 5hou1d worle,
first to upgrade the. lowly 1nf0rmed entrepreneurs of small bu81nesseg.
The ne¢9551ty is there on the side of blg entarprlses, For them

the question is. ‘whether they can find able and capable small companies
succes&fully enough. Or they would go 1nt0 mavufacturlng operatlons
of necescary parts on their own.

‘It isﬁa'good-i&ea to intrdduce.TQC'in government office operations.
In faét, in quite a nﬁmber of muniCipal goverﬁmentq in Japan, they
are tfying to meet the needs of the citizens as qulckly as possible,
The- attentlon necessary at thls moment, hovever, is not the iQC 1o
be employed in the Thai- government offices, but for the Thai govern-
nent offices concerned about small industries promotion to arrange
the software infrastructure fac pushing the subcontrsgting operations
o?'small businesses, for upgrading the level of eﬁtrepfeneur~éo as
to take advantage of big companles' subcontract orders, thus to
trlgger the mOVement of TQC being pushed into the workplace of
small companles. For this purpose, it is quite benefitial on
the part of small busxneSfes to group a number of companles into
cooperatlve, to which, natura]ly, the government fund shall be
channelied {(far better, and more efflClent than to channel the
government funds to each 1nd1v1dua1 small companles)

In conc1u61on, the Government offlcer should prsmote the subcontract-
ing operat10ns of small 1nduotrles, and the formation of their
cooperatlves, thus the 1mplementatlon of Q.C, in its totality can

be achieved.

-19-



PRESENTATION L (Mr, Kuroda)
SMALL INDUSTRY PROMOTION in THAILAND

i. Rural 1ndustr1allzat10n is necessaxy in Thdmland for developw
ment of small 3nduqtr1es ' ' ' '

2. Tor this purpoSe, moat {mportant factor on the part of Thal:
Government is the Government's lnqtltutlonal fnndn01ng. But
the system operction is too slow. It is necessary to bring
up the speed of flnanClng services to small 1nuu5trnes.

3. For extention of financing services to small bualnesses, most
effective method is the organizdtion of cooperatives, by grouplng
the rural small industries. ‘There should be a proper planning

'dnd ‘the active implementation 50 as togroup the rural 1ndustr1al
clusters into cooperdt1Ve%, to which the government financing
operatlons shauld be concertrated,

"L, other dJscu551ons are detailed in the: ”THE DLUBLDPMENT STRATLGIFS
for -THE SMALL & MEDIUM SCALE_INDUSTRIES_IV THATILANDY,  co- authored
by A. KURODA and S. KASAJIMA, Small/Medium Industry Promotion
and Flnance PrOJect(SIPF), Department of Industrlal Promonlon,
Ministry of Tndustry, Thailend '

5, The @rvey and' plan formulation are now on their way for organizing
a. small 1ndustry cooperative in the rural 1ndustrlal cluster of
Lanpang. When this venture comes 1nto operatlon, it will be a
model which other industrial clusters can follow, aven bolng a
model to which the rural 1ndustr1a1 clusters of other deVeloplng
'Country can conform to! '

D2}



MUTUAL DISCUSSION FOR EXCHANGE OF VIEWS -

The first part of the Mutual Discussion was deant for inviting the
cemmehtafiee from the ﬁart101pet1ng audience: the commentaries were
brought forward from: SIF0Q, IFCT, BOI, IEAT, IDC, TMDPC ARD, DIP in
Konhen, and private compen:es (Slam City Cement and Thai Veneer and
Plywood Lta, ) ' ' '

'Speekere: "~ Mr, Boonchai, Small'lnduetriee Finance Office

Mr, Kitipuh, Induvtrlai Flnence Cerperatlon of
' ' That land

| Mr. Jirapol, Boexd of Investment

- Miss Lt. Col.-Chlnlkul, ‘
_ : Indusﬁrlal Estate Authority of fhailand

Mrs. Sumari, ‘Industrial Development Center, Departm
S ‘ment of Industrlal Promotion

‘Mr. Sitipong Thalland Menegement Development &
_ . Product1v1ty Center, Dep. of Ind. Prom,

~:Mr. Jakafin Accelerated Rural Development office

“Mr. Suvit ‘Northeastern Industrial Promotion
g Center, Konken, Departmeht of Indust.
_Promotlon

Mr. Xuthana_ Siam Clty Cement Co., Ltd.

- Mr. Kietipong Thai Veneer and Plywood Ltd,

Commentaries summarized:

a. Rural farmers and small 1ndustr1es in rural areas are badly in
need of finance. The problem is thelr entreprenaurship develop~
ment and the improvement of slow financing procedures.. Depend-
ent ﬁpon the nature of operafions many of them have quite a
.potentlel of expoxtlng their products, provided the financial

.help is extended enough to them,

b. Many companies, medium and small, are not equipped enough for
introducing T.Q,C. further JIT, into their workplaces. It will
take a very long time, until they start to move for their

Cserious attitudes for introduction,
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Industrial Estates are good for small industries to join for their
expansion of operations, because of good infra-structuwes prepared

'by~£he Government;-_But_small ihdustries are. either ignqranﬁ about

the existence of the estates, or difficult in obtaining encugh

" money for purchasing the land in the estate.

Entreprensurship developmeﬁt programs have been undér:way by'DIP_ 
from 1981 until now in 14 courses in.rural areas, with the

help of TechnoAsxa and Unldo. The appreoach of TQC is in. one way
or another 1ncorporated in the traLnlng of enttepleneurshup,

All the topics discuSsed in the Seminar_ére still far away to
become fully implemented in Thai Industries. Yet, thé government
offices represented in this Semlnar carry enough Functlons to

perform : what are lacklng is.the network creation and the: COOrdlna~

tion. Even the 1nf01ma1 network and information exchanges would
hg'beuefltlal for appnoachlng our goals: (applause!)

Farmers and small bu51nesses are’ formally/lnformally organlzed
into cooperatlves, operatlng in rural areas.. They_perlorm quite -
successfully to -avoid the exploltlng lnrluences'of the middlemen.

Problems of cothage 1nduutzles

1. no groupang, mostly 1nd1v1dual ;

. tack of finance
. lack of sufficient management knowledge

. lack of production technologies

oS AN

. lack of productioﬁ planning skills

ceused by weak goVernment system networks, in. terms of number

of extention officers, size of budgets and capabilities of

7extentlon offlcerg,
also on the part of small entrepreneurs‘ dlstrust on gGVGrnment

oxflcers Cup&DlllLleS-

Principles, p011c1es of governrent ope:c‘a’t::u:)nf~ are 0K, but not

funtlanlng all rlght'

Concerning the financial problems, é%edit gu#raniee system should
be strengthened; tax exemption rules should be expanded to small
industries for their motivation,

Lo



1V,  SUEMARY/RECORMENDATION

-1, About_Eolicies for gmaller Enteryprise Development in Yhailand
Here are'some recormendations wo believe pertinent to “he
Jdeveloprment of smoller industriecs in Thedlond.,

(1) The eut.blishﬁcnt of Pasic Taw For Smell and Medium
Ente¥prise is the urgent necessity so thal Thailond
heg the legal setup sinilor to that of HICS

(2) Tle devejopwonh of cluster fype ruiu}Lndustrv is strongly
Tecommended in order to narrow the gap belweon Banskok
and rurel arca and also in order to prowoie agro-based

. industry. |

:.(3) In urben area, the development of subcontracting sysicm
is keenly desired in order to join NICS.

2. About the Promotion of Subconﬁr&bting System

(1) Some intermediary organizetion is necessary to facilitste

the subcontrocting relationchip among big and srall industrics

(2) Tech.nical centers.spocialiaed for enhancing the techni cal
level of subcontractors'arc tfonﬂlv d951red
(3) The ‘development of indusﬁrial eutate in the vicinity of
‘Banglkok for subconiractors is very desired. Ih this estrie
common facility such as Metal center can be incliuded.
- However, the cost for the infrastructure should not be
so different from Bongkok. (i.e. the electricity, pes,ctc)

3. Promotion bf Tndustrv:in ﬂgripultu“'] Area,
(i) The crg?n14ln of cooperctives Lo seek group benefits
is necessary. The funetion cof coopsrntives cited by Fr.
Ku“oda'necomou }mpOTt?nuP _
(2) The ﬁtfengthenlng of bargriining wower of Lﬂﬁﬂlﬂj industries
| against middlémen should be repldized by cooyerativése

{3) Thoese industries in asriculivrel eres may target tihe
export morked oo Jepon did.
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A, Ohg crvbtjon of Japﬁno"cloorﬁorations i Tn‘¢l$nd-

(1)3many Juponas 4e cornor:uLong cowe inbo Thwlle na in o torrentinl

ranier without uufizvlent-survey. They frce such Sroubles ag
electricity abop or luck of inforamstion,

(2) As Tfor texbile companies, some of lthem are Lacing e uuunc
to leuve fthe country os soon uz they bcnun %0 show yTOL;ts_-
el B
L

after yerrs of incurriﬂq deficits

(3} Some compenies ouvh b MIUEVLA Inc. (ball bearing wenufzcturcy)
. are perforring very we 11 brking o1l the advanteges and

incentives that eixport produchs con enjoy. (100, exnorﬁed)

(4) Bain rescon For the concenﬁration oF companies. in BannLoL
is the lower cost of using the various infras tructu auehn

a5 electricity or gasollne_aue'to the_deermnenu_quSiﬂy.
5., About the Fethod of Conducting Seminsx
(1) More involvement of senior officers arc desired bocaume

such a onusitﬁ sewinar focused on a specific counbry is
very uaeful 1n v1nw of ccnnology transfer@

(2) It is alco nropooeﬂ Lhat the obs orvctwoq four of “the 3001l
industries be paciizged in The session so that the dlucu~-1oﬂ'
can be conducted on the smail industries visited by the team.
This_time, we coulgiviéit local firm through Lho persona 1
comnection which helped the presentotion to be more rclevanf
1o fhe Country, |

(3) The particivetion of the hig compony (Ior rca*on of being o
parent-éqmpany), and the smell compﬁn"(belnﬁ a poseible sub--
contractor) entrenfeneurz viould be more he]val in deeping
the discussion on fordrawing nho pou.xbie counterneas vnc

“We extend the special thenlis to the Govermment of Theilond sna
JICA Theilond Ofiaoe, for all the ccordinetion tosks, hoving
supported the operstions of our Team, peior Lo the rrrivel, during

the gessions of the ”E‘EH I, uonL”]}J and- phys ICHllJa
HOVQHDOr 1,1987

Goh TwWAKI
Leader of the %M
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9.

6.

Progzame

TY REAv7 _ | B

Detober 22 (Thursday)

~09:00

_09:00A10:20
10:20~10:30
10130~12130

12:30-13:00

133:00-14:00
14:00-16415

16:15~161:30

16 130~17:00"

Registration
Opening

 Coffee break
Japan s small scale industly development

-Rural isdustry development &
gub~ contracted qystem

by Mr. Iwaki

A question time

Lunch '

Japdn s production management

~Just In Time System

by Mz.Sceda

Coffee break

A question time

October 23,{Fridaj)

09:00-L1:00

$11300-11130
11:30-14:00

S 1B re0=1600

‘16:00~16:30'

T.Q.C. In Japanese small industries
by Mr.Murata '

A question time

Break (lunch, others)

Presentation of Ex-participant -

by Mr.Purwadil Sugito '

A question time for all lectures

October 24 (Saturday)

L 09:00-~11: 30

11:30-L1:45
11:45-13:00
13:00~13:30
13:30~15:00

Seminar fee
Free

A ‘panel discussgion
Coffee break

A gquestion time
Closing

Lunchon party



'PROGRAMME

=30 .

30 .

T tober
09,00 - 09:30
09:30 ~ 10:00
10:00 - 10:15
10315 - 11:30
11i30 - 12:10
12:10 - 13:30
13:30 - 14:45
14:45 - 15:00
15:00 ~ 16:00
16:00 < 16530
October 29
09:30 - 10
10:30 - 10:45
10:45 - 11:30
11:30 - 12:00
12:00 - 13:
13:30 - 14330
14230 - 14:45
14245 - 16:00
16100 - 16%

30

28 (Wednesday)

Ingeription

JInauguration

Coffee brake

‘Small industries in economic developmcnt
( by Prof, Iwaki )

A question perlod
Lunch S
Japan's productlon management

© = Just - In - Time System (1) (by_Mr; éoéda)

Coffee. brwke

Japan's productlon management :

« Just - In = Time System (?). C(by Mr. Soeda)
Aquestlon period .

(Thursday}

{T,Q%C in Japanese &nall Tndustllﬂq (1)

{ by My, Murata )
Coffee brake’

"T.QsC, 1in Japanese Small Industrles (2)
( 'by Mr, Murata )

Aquestion period

Lunch. -

Small Industry Promotlon in Thailand
( by Mr, Kurada -.JICA Expert )
Coffee brake

Rural Industialization o

{ by Prof, Iwaki , Mr. Kurada )}
A.question period

Octobéf_&ﬂ (Friday)

09:30 - 12:00

(10:30 - 10:45)

12:00 - 12:30
12:30 - 14:00

Mutual d1scusslon for exchange of views

Coffee brake
Closing
Luncheon party

26



‘SUMMARY REPORT BY THE EXPERTS' TEAM FROM JAPAN
- TOR THE SEMINAR ON SMALLER ENTERPRI Sk DEVELCPMENT

T. INTRODUGPION

Having been disp&tched by-tHe-Japan International Cooperation
Agency as part of its technical cooperation program of Japen, the
team ¢onsisting of four memvers,; headed by Prof. Goh Iwaki (as listed
below), arrived at Jakarta on October 18, 1987, The team is leaving
Jakarta on October 25, 1487, after having completed the three day
sessions of the Seminar on Smaller Enterprise Development,

.. It is the pleasure of this team that we are submitting this
summary report, putting our comments. and observations, further the
reactiong, of the Seminar on record as follows, for the purpose of
references to be made by the authorities concerned on the part of
the Government of the Republic of Indonesia, as well as by the
concerned authorities of the Japanese Government,

MEMBERs of the TEAM:

(1) Leader of the TEAM Goh IWAKI S _
. Professor, Aichi Gakuin University,
‘Nagoya, dapan - ' o

(2) Member ~ -~ Noriyuki MURATA _
SR Senior Management Consultant, '
Chu-San~Ren (Central Japan Industries
o : ~Association), Nagoya, Japan

(3) Member =~ S " Taked SOEDA .

o R ' ‘Senior Management Consultant,

N Chu-~San-Ren (Central Japan Ind.

Assoc.), Nagoya, Japan
(44} Member .- SeiIchi- KOIKE
' ' : Training Officer, :

Nagoya International Training Center,
Japan International Cooperation
Agency :

OBJECTIVE of having held the SEMINAR:

JICA has been co~operating with developing countries in the
area pertinent to the development of human resources, It has cont-
inued the programs, specifically for the_p?omotlon~of small enterprise
sector, through its individual/group tralplng'courses:

“for (1) Businéés'Feasibility.Study & Management Practice

-(2) Consujtancy Service for the promotion of Small
Industries,

and through its seminar on:

(3) Smaller Enterprise Development,

further, training course on (4) Small Industry Promotion for the
Republic of Indonesia, '
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~ In collaboratlon w1th the Ielevant authoritles of the Indonesian
Government, namely General Directorate of Small Industries, Ministry
of Industry, this SEMINAR was held in Jakarta by JICA from October
22 (Thu ) through 24(Sat ), 1982, intended:

i) to give an opportunity for replennshlng the relevant
knowledge currently updated, ‘to the ex-participants of
the afore~mentloned I tra:ning courqes/beminar,~ :

,ﬂ'also to other profess10nals ‘who are involved in the
.,promotlon and development of small indurtrles,_ :

LoAd) and to exchange oplnlons,'experlencev about the magor
p01nts at issue for the improvement of the section in
quastion; further to dlqcuss countermeasures possible .
in overcoming them,

1T, ITINERARY (Jakarta) before the SEMINAR

October 18 (Sun) Afrifal'fonakaffa,'ffom TORyb
R Preparatory discussion with:
. _ Mr., Hideak1 TOMOBE Jakarta Offlce, JICA
19 (Mon) Vlslted General Dlrectorate of. Small Industrles,
Mlnlstry of Industry,

_ Dlscu551on for preparatlon/coordlnatlcn
for- the procedures of. the SEMINAR with:

_Mr, Ir Bintald jemur Danuhadlnlngrat
Dlrector Gene?al Secretary, GDSI

'Mr. Drs. DJoko Mulgant Dlrector, Buraau of
Plannlng, GDSI : :

'-Mr. 4. .5, Slaglan Head, Bureau for Inter—
natlonal Relatlons
'lvlsited Jakarta Office, JICA
Discussion for Seminar preparatlon with:

Mr. Kazuhisa MATSUOKA, Deputy Resident
Representatlve, Jakarta Office, JICA

20 (Tue) Visited Jakarta Offlce, JICA
Dlscuss1on for coordlnatlon with

Mr. Hldekazu TANAKA JICA Expert, BKPM
(Foreign. Investment Coordination Board)

et aly from GDSI,_Mlnlstry,of Industry

P e



N 21_(Wed)~

Visited P.T. Nippondenso Indonesia, Inc.

-Discussion,on-possible-eubcontracting
practices’ with: -

‘Director President, Director from Japan,_
local Director, Sales Manager, and Technical
- Adviser from P,T. Indoparts Utama

Visited:
PRIMKOPTT, Jakarta Selatan |
(Cooperative of foods mfg,:tahu, tempei, etc.)

SENTRA TNDUSTRI KECIL SEPATU, Karet Kuningan,
Jakarta Selatan .

(Cooperative, of shoe manufacturers)

PEMEKTMAN INDUSTRI'KECIL, Penggilingan,
Jakarta Timur - o _

(Cooperative of metal processing/fabrication,

garments, etc.,)

CEVEST. (Center for Vocational /Extension Service
Training), Desa Kayuringin, Jawa Barat

GDST, Ministry of Industry

together with Mr. Achmad Kabul

Bureau of Program Development,

GDSI, o

Mr, Tonny Rifai S :
Kantor Departmen/Sudin Perindustrian,
Jakarta Selatan

‘et al, from Bureau of Planning,

GDSI, Bureau for Internaticnal
Relations, etc.

20



IIIg SFMINAR (Qctober 22 through 2k, 198?) |
PRESENTATLON 1. (Prof, Iwaki) together wi th: questlons,

Smell and Leddun Imduatries in Eqpnomic_novelonm@nt,

The qubJect metter of rv presenbﬁbion is the volo of
small énd wedium 1n&ustr1@* in economic aevelopmunb
of Jap%n and its- 9pp110ap111ty to duveloplnﬂ counbrle
Particularly, I put emphasis-on the subconbrmcblng
system'in Japan which 1s'ver3_ relevent Lo Asian

NICS.

In the procéss of the nresentatioﬁ, I explained the
systenm an& supnorting organizatioﬁs of'subconfracﬁing
linkage, stressing on the policy ffamework_to encoura--

ge subconttacting systen from the 1arge'firms and

government level.

The Indonesien econony is;alﬁo_appribaching $0 the stege
of NICS. this mé ns'thﬂt, interms of_industrial'strucﬁure
the sssembly ty pe industries. such “e ?atomobile y elec-
trical appliances cnd ncchlneg, will becone & _ core.
in‘industrial struc%uxe s, and need . more vat wnd
compone nts from local industriés. This leads Vo the

possibility of subcontracting srstem or sncillarization.

Therefore, the commenus and questions -from Indonésian side
°1so concentrote on tne nnllcabﬂlity of S UconLrﬂctln
Sjeqtem to IﬂuOHESio vhvch n & dlifcrpnt Lomwunlbj QL"
ructure from Jcpcn. ﬂnd where the initial imve ct comes
from ig qno’cuer rajor ouestior,. ;y rhgwer 1s enforece the.
institutional fremes o remove mony constreints in
Indonesie. In this sense, wore inform otion cenbres snd
technicel contres will be nocﬂed Lo iouto% suhcbhtrdcting
ontem in Indonegle. | |
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As mentioned above, ‘the major discussion concentrated on how
to apply the subcontracting system in Indonesia even though
admitting its importance and relevance to the economy.

-



PRESENTATION 2. (Mr, Soeda) together with questioms: -

JAPAN'S PRODUCTTION MANAGEMENT: JUST-IN-TIME METHOD -

Contents of'Presentation

The follow1ng contents have-  been presented” on dﬁét“In TimL
production concept in order Lo invoke ‘the discussion regaxdlng
the adaptabll:ty of the system to Indonesla

1. Definition of'JuétmlnfTime Syétem,

2. Short example describing ‘the Denefltq of keeplng 1nventory

'low.' {Mr. Rich’ Fool_vs Mr. Poor wlse}

3. Overview of infqrmatibn- and physical flow regdfding

autbmdbile manufacturing.
4. Framework of Just¥in~Time Production System.
5. Philosophies_bf Just~1n¥Time Systenm,

6. How  to  make production decisions; conparison of

~ conventional and JIT methods.
7. How to use Kanban,

8. Production smcothing.

Questions from Audience

1. "Is  JIT  system - adoptable to  Indonesian - smaller .
enterprises?"” | ._ | ' E
‘Answer: Yes, it is‘poésible; The JIT concept is applic-
able to any-r@petitivé'typé of proddction._-ﬂbwever, .goad
Understanding of. the 5y5tem and EXpert’s guidénce are
strongly desirable. Also it must be allowed to take two
to three yegrs in'o;der to show-the effect., -
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"What is the:mOSt difficult problem to implement the Just-
In-Time System?" : ' '

“Answer:  There is the high risk of incurring stockouts

beéause finished goods inventory is kept low. Also} line

“stop or production  stop may occur because work-in-

pfodesSes_- are kept small.,  Those problems appears

_ frégﬁéﬁtly in the initial period. Whether or not you can

oVe:éqme' these “ihitial difficulties is the key: to the
succes of JIT System, '
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PRESENTATTON 3 (Mr,~Murata)

T.Q.C. in Japanese ; ma]l indu Lrleg (by Murata)

Presentation: _
T Why'thé the WOrd'Q C., is. Lopped w1ih T Tbtal°

2. Is Quallty a matter only for factoxy operaLLons?
3, What we have_to control:_PrenQuallty operatlons?"r'

L, Meaning of Big Company in the operatitns of many
" small businesses: multiplier effects in terms of
Qualiity Control,

5. Involvement necessary-for the top maﬁagément.

Questzons/stcﬂssrons

a, In Indonesia, Lhe workers in. small 1ndustrle do not
carry the posture of competing with each other; rather
they tend to be Jjelous about any outstanding achlev9~
ments 0f other workers. In view of this current
mentality of those, how will it be p0881ble to arrouse
the 1nterebts of workers for 1mpﬁ)vement? :

b, In Indon351a entrepreneurs are not well educated
enough to: understand the significance of vgnturﬁng
into the. introduction of guality control. practices.
In what procedure, Wwe can trigger the start -up of
the action of 1ntrodu01ng it?. .

¢, In Indonesia, we are in tLhe mlddle of dilemma, in
terms of guality standards! In such cases of the
guality requiremeats, quite low level in the country,
the necessity is there definitely enough for bulldlng/
structiuring the quality 5pelelCathhS that are lower
to compare to those of Japan., This is guite under-
standable; in view of the workm%nshlp of Indonesian
workers. : : :

But at the same time, we are being impelled to comform :

to the high level of quality standards of Japan, especiall:

in big companies of joint venture,- primarily for reason

of exporting! After wmany trizls snd the cost accumula-
tions of successfully arriving at the mark, we may try

to put this task to small industries for. subcontractlng

0551b3}1tles ye1 this is nearly impossible, because ..
they are- prac£L51ng in the world of lower quality wstand-
dards, - How we can go about this?

— Uy



d. tht.dp you think of the curreﬁt Yen appreéiation,
_aiigctlng the industrial operations in Indonesia?

. RESPONDING DISCUSSION:

~In big companies, Q.C. circles are already in operations.
In one way or another,_tbere is a growing necessity of
placing orders to small industries for subconbracting
works, c o

Those big companies of Japanese joint venture find it
difficult to continue the so far practised importation
of parts from Japan, because of appreciating Yen, trying

to purchase parts locally and/or being compelled to buy
_parts locally.

" On-the part of tlose companies, the question is whether
the locally operating small industries are capable enough
~to meéet the requirements of quality, delivery conditions,
quantity and the cost. Those big companies are being
" placed in-.a situation to think about their technical help
on small industries' improvement on quality, delivery
operations and quantity, in spite of cost, as long as
-the :targeted small companies are able enough to catch
up to all the deps of technical helps.

Just as the fruits of trees being ripe enough, now about
to start falling, the transfer of technology will start
to take place, once this static situwation broken through,
The so far held static situstion continued all because
'0f the .inability of small industries to catch up to the
requirements of big companies.

It is along these context -that the extention services
should work, first.to upgrade the lowly educated
‘entrepreneurs of small businesses., The necessity is
“there on the side of big companies. They are trying to
find subcontractors of high potentials, For them, the
question is whether they can find able small companies
successfully, or they would go into menufacturing ‘
operatiuvns of necessary parts on their own, In their
legic of big companies' thinking, there is no harm that
they would go into perts manufacturing on their own!
Rather, this hss been the pracltises in the past.
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PANEL DISCUSSION

Panelists:

Chairman

Panell g

Mr.-Lengkong, Diréct0r, Bureau of Metal
Industries,‘GDSI :

Mr. Madethen, Director, Bureau of Industrt
Pangan, GDDI : . .

Dr. Tawang Alun, A85001ate Dlrector of

'Tralnlng, Institute for Economlc and

Social Research(LPEM), Faculty of

Economics, University of Indonesia

Mr Purwadi Suglto, Chief, Buveau of

'Standardlzotlon, GDSE

Mr. Supraptono, Chief, Climate/Environment,
GDSI -

(from Japanese side)

Co-Chairman

Panelists

Prof Goh Iwaki Alchl Gakuin Un&ver51ty,
Nagoya

< Mr, Hldekazu Tanaka, JICA Expelt ‘BKPM

5Mr. Takashl Sasaki, JICA Expert (Senlor

Development Spec1allst), CEVEST

Mr., Noriyuki Murata, Senior Management

_Consultant, Chu-San-Ren {Central Japan

Industries. Association), Nagoya

This panel .discussion got started by Mr. Lengkong's~fequest

to the ex-~participanis of any .tralning programs in: Japan, to
speak about thelr experlence, the benefits and the utjllties

after resuming their duties back in offlce. The followxng

is the summarlzed recordjn” of the dlscu5810n.
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(1) Qu@stlanm have been rajued ag to whether the possibilities are
'there 1n Indonesia. for successfully Lntrodu01ng
_w_subcontracthg opexatlona of small
businesses

- Justmln tlme methodu of productiaon
in small businesces

~dand - total quality controll in smail businesses.

) Where'does the'initial*impacts come from, for triggering the
action in introducing the above methods/systems of operations?

(

3%}

(3)-What-ape the_appropriate procedure in Indonesian cbntex%, to
implement these methods/systems?

) WhatIi@sfitutional:frameworks_are necessary in the government's
plan. formulation, in the operations of government offices?

(5) RESPONDING DISCUSSICN from the panelists:
'a; Majbr constraints_df_introducing the subcomtracting system
in Indonesia lie in the lack of imformation betweeen the
blg companles to work as parent company and the small indusiriec

'b..The gap - between the parent company and the possible small
' llndustrles to work as subvontractor, in terms of technology,
managemenf, and éther relevant kpnowledge of corporate operas-
tlons. | o _ | | |
‘For fl]llng the gap between the two, the following institutional
enforcement of the Governmeht is necessary, especially for '
providing the information to the relevant constituents of the
concerned parties, as illustpated in the next page chart,

As shown in the charf; the CEVEST which is already operating
in the field of ExXtension Service personnel's training/votational
trd1n1ng, can be best utlllzed for trlggerlng the actions in
introducing the subcontractJng operdtlons, and other methods,

'_practlces of operatlons_
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ENPORCEFENY OF INSLTIUTIONAL FRAMEWORK T0
ENCOURARR SUBCONIRACRING fYSetl m T patenye

TARCY: FIRKS OF ASSHEN BLY TYRE|

THOTEYNG TenNTaN 2

HORE DEMAND FOR DARYS AND
'PROCESSING SERVICES :

MATERIAL| JeBCHNICEY | !
SUFPLY | IGUIDANCE

e i b t T 5 (L gt R -
SEEKING O QUBCQNER“CTORQ LACK OF TNFOE..
' | | BATION. AND

| MEDIATORS .

. X
S INTOREATION
1 -1 SUEPLY BY THE
ORGANIZATION

[z ESTaBLISHEIMHY OF SUBCONTRAGCIORS| | ,
g THCHINICATL
GUIDANCE BY .
INSTITUTLONS AND
(CEVEST: THE CIMNMTED
t TOR VOUATIONLL AWD
LATENPION SERVICE

SRATINING)
b -
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Tn:dditlon to the previous dlsCUS810b

| the felling discussions were
conducied‘ -

-(6)H0w we can utrengthen the marketing op@ratlons of sma]l bu51nesc9°
1n 1ocal marketu and in overseas markets?

'(?)Whether the government 1lcen8lng system of Indone51a hampera the
smooth operatlons of marketing, the developmant of small Jnduofxle%
in- trade sector in Indonesaa”

(8)Whether the current Japanese system of amploying Japanese trading
companleb by the manufacturers of Joint Ventures with Japanese

capltal is becomlng & great hindrance to focter the development
of local Lraders?

_(9)How the Japanese Goverrment is taking actlons in 1ts admlnlstratlve
_set~up to av01d the chaln reactions of small enterprises' bank-
ruptcies? '

(10) RESPONDING DISCUSSICN from the penelists:

8, In Japan, the export operations of small businesses has been
' VConducted;'performed, and reinforced by the small business
cooperatives, When viewed from this angle, the exporting
practicés of small businesses nOt.only_iﬁ Indonesia, but
2150 in other developing countries have not been much studied
for propeufdeVélopment, In other words, much study should be
dene in this fields, as well as enough attentions shuuld be
paid in the confext of technical cooperation from the Japaaese
SJde,'ln terms of 1nternat10na1 training, 50 as to 1mprove and
: reinforce the small bu51nes&es‘ export operations,

b Ag the 1nternatlo ‘al trades currently increases ‘between Indonesisz
and other countrles of AQEAN, between In@0n931a and Japan, the
difficulties are being felt for smocth expansion by the Indon-
ésian side,'due to the fact that the expansion of international
trades is under way by manufacturing processes, by varieties of .
parts, Wiﬁhin a single or related companies grouping across
the countries in Asia, and other parts of the world. In other

“words, joint ventures operating in Indonesia are rather tied
‘up with counterpart compenies of cther countries including
Japan, within the same gro.ping, finding themselves in big
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_ dlfflculty of “trying ro anreaae the }ocat % of proceqq1ng in the
 operating country. '

¢. In order to prevent the chain reaction of small business bank-~
_rupt01es~ domino type bankruptcy, the Government of Japan has
its system of resculng those SMull 1ndustrles by supplylng '

:  f1nance, by, gOVGrnment 1nterventlons to the concerned sector
0f industries, by credit supplementaulon system, “Among all
these, credit supplementatlon system work% in great relevance
for prevention. of the chain reaction. '

b0
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1YV, 'RESULT oF DIscussioN.SUMMARIZFD -

We have canflrmed that in iﬂdOHQSld esp601ally in th@ cnnuornod

_ government sectlons of relevant m;nlstrleu, the 1mportan¢o of

:small 1nduutr1es s hlghly ve<og nlzed The number of personnel

attonded the semlnar, the questlonb ashed to the Tloor of

:di scussion in the. seminar prove thas 31tuatlon. For this reasbn,

it lu_SU&%Ewted that this type of semlnar he_repeated in a series,

When thls type of seminar is planned for the next gseries of

-occa81ons 1t 1s proposed that the obseertlon tour to the
5ma11 1ndustr1es be packaged in the se 1on, s0 that the

dLSCHSSlcn can be cnnducted on Lhe small industries v151ted by

-'the Team. This tlmP, we have v15Lted the small business 1ndugtr¢al
cluster in- Jakarta: area, Thlo helped the team to concentrate

the whole dlscu351on 1nto proper concentration.

EAISQ, the;participatidh of the big cohpany'(_fbr reason of
being a parent company), and of the small company (being a

possible suocontractor) entrepreneurs would be more hélpful

in deeping the dlSCUSSSlOH for druw1ng the p0851ble counter-
'measunesa ' '

For. promotion of small bu31nesoesr sabcontractlng, CEVEST can

be the best approprlate organization. 1t is proposed that
such functions being. performed by SMALL BUSINESS CORPORATION
can be performed in CEVEST, for extension ervices/training

‘for local entreprineurs, for services of big companies %o

accommodate their Tequests onto small businesses,
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Out of any of the. afore«mentaoned pomnts of: dL cussion, plOpOEdlS,
as recorded in this report, this Team has no wthority in its
capacity to make some commlfments, In our capacity, therefore,
we Will be reporting them as requesis Lo Japan, to- JICA, upon
return to the - countrva Japan‘

The fact that thls SEMINAR ended in awyeat succeO%, we belxeve,
ig all due to the high leéevel of interests being shown to the
importance of small industries in Indonesiia; by all the concerned
parties in presence at the SEMINAR; for which we are véry much
thankful, ~Our particular “ratltudes are due-to the valuable
cooperations of the General Directorzte: of Small Industries,
Ministry of Industry; without which it were not possible to have
attracted the attentions of such large audience, as many as
nearly a hUndred, S

Further, gur: thanks are due to the special cooPeratlon of JICA
Jekarta Office, . for all the coordlnatlng tasks, having supported
the operatlons of our-Team, prior to the arrival, during the
SeSSlOHS of the SFMINAR mentally and phyglcally. :

October 24, 1987

Goh IWAKI

Teader of the TEAM

of Experts from Japan

for the SEMINAR ON SMALLER
ENTERPRISE DEVELOPMENT
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. Rubber {Japan) .

_ ﬁ#’»"l*_ 3
©.:»81 ng opening of THAI's 23rd Systomwide Station Managers  Ruedegeer, ACM Prayad, Brisbane station manager Jotte Moiier and

#-tha Asia Hotel, vice president of the Ground Operalions Deparlmem Capt Udom
shows Afrom: lafl) Cam Srro} Jivatuck, Thamnoon Wanglse Krisnampok ;

\lmmﬂ. wenkd . L o et
Y ng;a;\' Sy % IS R LR T T T o,

. .,.\rmaa:rmm....n.u.
fembers . of. the
rade Assoclation
5 migsion (0. Thai-
by chairman of
Ttee {Tokyn) 'S,
dd a conferonce
Japanese’ nubher
the Tawana Ra-
el 10 develop the
Jginess  botwean
“ountries. .
shows (from TeH)’
Thailand Co Lid
© dent . Fuidl, Yo-

ot the First Pur-
Botion 5. Suzuki,.
‘nerat manager of
Co Ltd Mr Ueda,
re Corp (Japan)
ol the Rubber
;;}?ﬁ,’,‘;’éﬂ “Sg M&; The Japan Internativhat. Cooperation Agency (J!CA) tecently held a three-day seminar on '‘Smalier Enterprise
Kiranan Developmenl" for representatives of the government and the private sector at the Hotet Siam Inter-Continental.
tanapong. Phato “shows (fram latt} Prot Go twaki from Aichi-Gakuin University, deputy direcior-general of the Indusiral
i ~ 'Promotion Departmant Viravat Bunyakem and expert fromy the Japanese.Department of Industrial Promotion Akira.

} Kuroda with some of the othar pamcnpants

ANY LIMITED AND SUBSIDIARIES
3ER 30, 1987 AND 1?3&__ o

ke g A PR L A A A

NS EIEERNNASEDENNSASMRERIoms -_‘-==%'—‘z:::::::::":::::==========="=3=:=:::3::::====:========= 3
CONSOLIDATED STATEMENTS OF INCOME
ITe=]= Zxsszs -3:::22:3::!?_‘# Eﬁ":ﬂazz::; ............ :--:::::5‘.‘_-......__:;::;‘.‘2i
SHAREHBLDERS EQU!TY K - : 7 o .
' ~BANTY 000 BAHT’ D0D -
197 1986 | . 1987 1988
REVENUES _
: Het sales ' 12,545,854 9,700,127
1,856,856 1,727,740 Other incose JoI, 587 164,027
2 790,136 814,533 . _ L e et
: Total Revenues 12,849,448 9,B68,154
sted | ' COSTS AND EXPENSES o
12,492 . - Cost of sales 8,342,748 4,838,990
- Other expenses 2,701,877 2,044,730
[, 185,150 733,%82 Provision for :
N1 1,048,343 3?4 Eﬁ? © incose tay C 917,303 295,587
' B Total Costs and Expenses 11,561,924 9,181,307
2% 4,692,989 e8P GQ . mmemmemmes emeeesmees
: NET INCDNE [,287,517 44,847
h 123'921 953‘2” . PP E-1 _:========= .
a4 _
29,205 14,522 ' :
Earnings per share (Baht} 108, 44 57,48
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