3. Wor_ld Market Trends

As cne of the integral part of the study, the world market trends of chinaware has
been reviewed. ' ' :

Firstly, the srze of the world nmket for chinaware both in imports and exports was
:estnnated and the ma30r consumptlon malkets and supphers were identified. Secondly,
the mﬂuence of recent ldrge exchange rate ﬂuctuauons espemally th'{t of yen revaluation
agamst the U.s. dollar after the GS conference of Septembel 1985, and world market
trends were mvestrgated

The influence of the above—mentmned exchange rate fluctuations was particularly
'large in the U S whrch is the world S largest consnmptlon market. Thus, the U. S
rnarket trends have been revrewed from the view of market demand structure, change in
"the major supphers or the type of ploducts demanded. '

©As for. Japan the development process of the chmaware industry in the past,
' cnrrent snuatlon of the 1ndustry, and the major problem areas that the mdustry now faces
have been analyzed. After 1985, Japanese products have largely lost their competitiveness
in the U. S their most important market, and are now facing problems of lowered
production volumes, the closing of factories, and the relocation of factories overseas.

' _Taking advantage of the lowered competiti\)eness of ] aﬁanese products, countries
or areas such as Taiwan, Korea, Thailand, Indonesia, and China have been increasing
their shares in the international market. Among them, Thailand and Indonesia, both
neighbors of Malaysia, will be Malaysia's major comﬁetitors in the near future,
Conditions in these two countries for such things as industrial structure, production
capacity and export movements have been reviewed in this chapter.
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3-1 The World Market for Chinaware

3-1.1 The General ‘i‘ituaﬁon

Total 1mports of chmaware(N"‘e) in the wo1ld market were US$2 690 nnlhon in
1985. Aa regards world 1mports by regxon, North Amenc‘t 1s the lm gest market f(n
‘chlnaware followed by Europe Imports of the U S. A and Canada account for
approx1mately half of total 1mports As for w011d imports by country, the U S, A isthe |
largest 1mport1ng country, and accounts for 49.5% of total 1mports, followed by West
Gcrmany, 5 9%, Canada 4. 9%, France 4. 2%, and Italy, 4 0% Impm ts of the U S A.
are more than eight times those of the second hlghest nnportmg country Dunng the perlod
1983 - 1985 North America's share of total world tmports mcre'tsed from 42, 0% to
54.3%. On the other hand, that of Emope decreased from 39, 0% to 31 6% during the
same pertod The combined share of Europe aud North America, after all, increased from
81.0% to 85.9%. (Refer to Fig, VL 3 1 and Tablo VI 3- I) '
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(Note) Chmaware, herem is defmed as household arucles and ornament’al
arlxcles of porcelaln chma, earthenware, or stoneware, excluding ceramic
samtaly fixtures, ules, and eeramlc ware {or Iabor'itory and (,hemlcal use.

With regard to Wbild exporté'c')f cilina\arare by region, Eurdpe is the largest Supplier
in the world ‘market and accounts for 52,1% of total.” North America makes up only 1.7%
of total world exports. Among the Asian countries, Japan is the largest suppher In terms
of exports by country, Japan is the largest exporting country, accounting for 25.0% of the
total world market, and is far ahead of the followers such as West Germany and the United
Kingderﬁ. Exports of Japan, in value, are almost double those of the United Kingdom.
Because exports of the Urﬁted Kingdom recorded an increase in 1985, the share of exports
of the Huropean countries in total increased during the period 1983 - 1985. (Refer to Table
VI. 3-2)

Before 1985, 'eha_ng'_es took place in the world t;ade primarily in products for
household use. As for craftwork products, the relationships between' supplying countries
and ir_ﬁpdrting countrics had been established over a lorlg'tfme. External trade of craft
work articles had not undergone a great change. However, the rapid appreciation of the
yen in recent years had brought a ehange in the trade of those articles as well.

'The depreciation of the dollar, and simultaneous appreciation of the yen, started to
move forward at the Plaza Agreement by the Group of Five in September, 1985. This has
had gwen a significant impact on the world market and industry. Over all, chinaware
- exports of Japan, in yen value, decréased by 24. 0% in 1986, and decreased by 15.7% in
1987. }apanese products have Iost prlce compeunveness in the major markets, and the
NIEs countries in Asia and China are really putting the pressure on Japan in those markets.
Recent average annual growth rates of exports of chinaware by major As;an supplying
areas are. as follows:

Average Annual Growth Rate Period

South Korea - 31.4% 1985 - 1987
Thailand - 83.6% 1985 - 1986
China © 2.6% 1983 - 1985
Taiwan - - 74.2% 19851987

Exports of chlnaware by J apan showed a 1arge decrease at an average annual rate of
20. 0% durlng the penod 1985 - 1987
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_ '3-1-2'C'hinaware Trade of MalaySia

Exports of '_Cﬁinawaré'by Malaysia'. in 1987 'were M$38.40 million, of which
74.3% were exports of noveltics. ‘The United States is the largest importing country.
Exports to the United States account for 60.0% of total, followed by the Netherlands,
9.0%, Singapore, 6.2% and the United Kingdom, 3.2%.

Imports of chinaware by MalaySia' amounted to M$16.96 million in 1987. Major
supplying countries/areas are China,- Japan, Taiwan, and South Xorea. Their shares of
total imports were 28.9%, 25.1%, 7.8% and 5.2%, respectively.

' 3.1.3Trends of Chinawareé Production in ma jor Asian Supplying Countries/Areas

Taiwan recorded a'ré,latively. slow arowth of chinaware production, an average
:'annual growth rate of 16. 3% durmg the penod 1983-1985. Chinaware production of
"Chma 1ncreascd by only 4 8% in 1985 South Korea mcreased its productmn at an
average annual growth rate of 25. 5% durmg the perlod 1983-1985. Chmawarc productlon
'of Thailand recorded an averagc annual growth rate of 61. 8% durmg the period 1982-

1985. The growth of Taiwan since 1985 has been remarkable. Chinaware production of

Talwan increased by 23% in 1986. Data on chinaware production after 1985 of other
1 maJor Aswn countries are not avallable Consu:iermg the growﬂl of chinaware exports, the
i 'productlon capacmes of major Asmn counmes have been rapidly cnlarged

South Korea firr‘rish_a?é'ﬁéen 'e"xpalic'i}ing rprdalli.ctioh'f.aéilities' in response to the
increase in exports. On the other hand, Korean firms need to take measures to secure their
domestic market share as a result of the liberalization of import of ceramic tableware in-
July, 1986 Korean firms actively make efforts to improve the qualitative factors of
-pdellCthIl such as new praduct dcveIopmcnt and designing. For example, A Company,

specialized in porcelaln devcloped a new product which has three times the strength of
-ordinary ceramic tableware. ‘That chinaware was certified as pollution-free tableware by
the FDA of the U.S.A. The Ceramic Development Corporation had developed new
products with novel designs. B Company placed a heat-resistant and abrasion-resistant
tableware set for household use on the market. C Company developed a product which
- won the first GD Mark in south Korea. The leadihg chinaware manufacturers in south
Korea, A Company and C Company, and other major chin'aware manufacturers in South
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Korea, place importance on the upgradmg of product quallty_ and de31gn research B
Company established the Integrated Design Center in Apnl 1986 with an 1nvestment of
400 million won. C Company established a technology labo:atory w1th approumately 400
kmds of espenmental 1nstruments in May 1986

314 Compariso'n of Products of Major_ Sup'p!ying Countries/Areas

When Tarwanese chmaware and Korean chmaware are compared 1t is’ generally_
pointed out that Ta1wanese prodicts have bette1 quallty but ate miote expenswe than
Korean products. The reason seems to lie in the difference of the size of firms. Taiwanese
manufacturers are mostly small or medmm scale and they can not produce ona large scale '
On the other hand, Korean manufacturers are relatwely large scale firms and they have an
advantage in 1ntroducmg automation facilities.

In comparrson wrth products of Japan Italy, and Spaln Talwanese and Korean-
chlnaware are regarded medxum-grade products because they are. inferior i 1n quahty,
: desngmng, and 50 forth, These mferror pomts arise from varrous techmques whlch are
behmd those of advanced natlons such as techmques of body and glaze productlon '
glazing, and ﬁrmg The demgmng abrhty is also low in developmg 01'1g1na1 de51gns o

_ Chmese chmaware, wh1ch has a 1ong estabhshed traduron has establrshed a strong
market position at major overseas markets Ttis est1mated that exports of Chmese products
to those markets will steadily i increase. The competrtron with Chinese products will be
more severe for other exporting couniries in the near future. 7
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3-2 US.A,
3-2-1 Present Situation of the Ceramic Ware Market

(1) General consumer market environment

Tn 1987 sales of the U.S. retail industry increased favorably 14 to 20 percent over
the previous year for high-class specialty stores dealing in high-priced products.
However, some of popular department stores suffe:ed decreases. As a result the retail
industry as a whole recorded 4 105 percent growth. When inflation is taken into account,
real growth is estimated to remain at almost a negligible level.

Also iﬁ 1988 there seems to be no possibility of the consumer economy making a
great Jump and stagnauon is commumg Reasons are as follows: . '

1. Partlcularly, auto loans are causmg an increase in personal debt burdens.

2. Saving rate also began to drop from 7.5 percent in 1981 to 6.1 percent in 1987,

and it is predicted that the growth rate will fall further to 6.0 percent in 1988,
3. Housing start began to fall from the peak of 1,820,000 units in 1986, registering
a 109 percent decrease in 1987, and it is estimated that it will drop on additional
4 percent in 1988, '
4. The after effects of the stock market crash are still felt.

“In addltlon to ‘the above-mentioned negative factors, sales of fumiture will stagnate

in 1988 since consumers finished the purchase of big items several years ago. Generally

speaking, to arouse consumptlon demand, including that for ceramic ware, commodity
innovation measures are reguired.

(2_) Influence of exchange fluctuations on the ceramic ware market

Shown in Fig. VI. 3-2 is the change in the U.S. ceramic ware market involved in
the recent exchange fluctuations.

' | Since the U.S. ceramic ware market is occupled 30.2 percent by Taiwanese

products and 27.8 percent by Japanese a change in importers of products from both

countries immediately surfaces in the form of a change in the market. In the face of the

~ strong yen and weak dollar, the Japanese have tried hard to absorb cost the increase

temporarily. But such an effort was aborted by the exchange rate of ¥123 to the dollar,
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Fig. VI. 3-2 Influence of exchange fluctuations on the ceramic ware
market '
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Asa result, importers which onee had dealt in Japanese products for the general
consumer market have almost dlsappeared and have begun to look for Taiwanese products
or Thai and Malaysmn supphers .

This does not mean that oniy the Japanese had suffered the aftereffects of the strong
yen. Taiwanese and. Ko_reans currencies have also begun to undergo exchange
fluctuations. The currency of Taiwan which enjoys large market share in the U.S. ceramic
ware market will perhaps appreciate: 30 't;o 40'percent against the dollar. Thus, the
1mporters of Taiwanese products have begun to glve second thoughts to Taiwanese
products which had been attractlve because the przces were half of the Japanese products,

“and are looking for supplers i in other developing countries. The majority of sundries
importers in New York are reportedly searehmg for new import channels in developing
countries for this year '

Industnal analysts predlct that U S. imports of ceramic ware from Thailand and
Malaysia will expand over the niext 10 years. 7

Japanese products are following the path of sophistication.through specialty store
chailr_lels_,_keeping pace with the e_stablish'ment of the high-class specialty store market.
The U.S. market is puttiﬂg greater emphasis on quality, importers which have switched to
1mports from newly developmg countries are required to have a knack for managmg (1)
-quahty, (2) delivery, (3) packagmg and (4) services. Asaresult, one question is whether
reordering will go smoothly

(3) Changes in the consumption structure

TC'o'ﬁs:‘i"_i‘r;ners' spending customs are changing radically due to the advent of baby
boomers in the _2‘5545, age bracket, Working housewives account :for half of the working
population and have less oppo'rtunities to cook at home, and the food service industry is
_ thnvmg due 1o this trend Nuclear families with members ranging from 2.6 o 2.7 persons
o ay average are mcreasmg, so their 1nterest is shiftmg from dinner ware for eight persons to
that for four I
- ' ThlS change in the demographlc structure is suggestive of a deadlock on ceramic

ware for food and beverage and dinnerware, and department stores, importers and
| manufacrurers are forced to revise their product strategies in response to the changing
_ hfestyle of consumers. Fig. VI 3-3 shows the dlrecnons in which the U.S. ceramic ware
- mdustry s advancmg in unison. : : '

VI-33



Fig. VI 3-3 The futtire trend of the _Cefl“hmi"c' ware industry”
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Theré aré two trénds in the ceramic dinner waré market. Since it is no longer
possible to ma_in_'tain prices due to exchange fl_uctuations, and two-income families form a
high-priced product market with their strong purchasing power, many businesses are
shifting their products to high-end products. As a result, the mass market becomes vacant,
making it easier for déyeloping countries to enter. Since the bridal market which is said to
account for 30 percent of the table ware market are clearly déﬁped and lucrative market,
medium and large sup'pli'crsfare making inroads in"s_uccession.

As other future growth markets the gift ware and home accessories markets are
watched. Dcpaftmenf store buyers are interested in completely renewing the image of
ceramic ware and the unexpectedly high growth in consumption demand on these markets.

There are also movements in ceramic ware for the hotel market.

3-2.2 Demand and supply situation

(1) Domestic production

According to statistics prepared by the U.S. Department of Commerce, products
covered are roughly divided in the three categories as given below.

1) (Vitreous-quality) table chinaware including table and kitchen wares.
2) (Kine) table earthenware _inCIudixlg_table and kitchen wares,
. 3) Pottery products illcludihg art objects, decorative items and novelties, including
vases and figurines, except for those given above.
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Fig. VL 3-4 Production ratio of various ceramic ware in 1986

W%

(SIC#3262-
Vitreous China) _#

(SIC# 3269- N
Pottery Products)

(SIC# 3263- .
'Fine Earthenware)

Source: U.S. Dept of Commerce

' In checking production and shipment of these product categories in 1986, vitreous
china accounted for 37.7 percent fine carthenware made ip 3.5 pcrcent and pottery
products, the largest 58.8 percent (See Flg V1. 3- 4) '

U.S. ceramic ware production and shipment in 1986 decreased to $642 8 miilion,
down 3.1 percent from the previous year. The decline has been contmumg for these
several years. Especially fine earthenware production has.be_cn declining, losing its share
from 12.2 percent in 1982 (391.3 million) to 3.5 percent in 1986 ($22.7 million). Pottery
products manufacture also began to drop from 14 percent in 1985 to 4.8 percent or $376.1
million in 1986, after reaching the peak in 1984 ($461.9 million). (See Fig. V1. 3-5).
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Fig, VL. 3.5 Trends in U.S. ceramic ware production and shipments
' (Unit : Million US$)

800

1 1220
Y

Total Production Value of Ceramic Ware

SIC 3262

.F.ine Ea}ﬁwehware
SIC 3263

“‘
-

Vitreous China

37.7%

400 —-
re
-60.4%
200 Pottery Products, NEC 58.8%
~t— SIC 3269
M \
1982 83 84 86

Source : U.S.Dept, of Commerce

VI-37

85



" Though-these two items. have: lost' 'ﬁro'ductio'n, ‘.vitt'e‘ous" ching’ has gained
‘ 'ptoductton registering a 7.7 percent rise to $217 1 million in.1984, 7 percent growth to
$232.2 million in 1985 and 4.2 percent increase to $242.1 million in 1986.
The 1982 survey is the latest-data availablé for seemg the breakdown of the details
of products. )
According to thts report, vitreous chma showed the highest growth (45 4 - percent in
1977). Butits shlpment in 1982 stood at $204.8 mllhon Tableware for the hotel and .
commercial markets accounted for $145.5 million or 71 percent of the tableware shipment,
This product showed high growth of 74.5 percent in 1977. Fine earthenware shipment in
1982 amounted to $91.3 million, up only a slight 0.6 percent over 1977. Home tableware
accounted for 77.7 percent ($70 Y mﬂhon} of the entire carthenware shlpment But this .
area is declining. '
Finally, pottery products shtpment in 1982 totaled $450.3 million, up hefty 87
percent from 1977. In patttcular vases and ftgurmes accounted. for 254 pcrcent up a
substantial 197.7 percent over 1977. o

(2) Market- share of imports |

If calculated on the basis of the 1986 data of the U.S. Department of_Commerce, as
shown in Fig. VI. 3-6, imports took an overwhelming 66.0 percent tnarket ‘share,
exceeding the majority of U.S, pmchases The remaining 34.0 percent was suppher by
U.S. manufacturers. _ ' _ L

In 1983, imports ac"counted for 55.8 percent market share vs 44.2 pércent'taken by
domestic products. 1t is obvious that imports have been increasin g share over the past fotlr
years.
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Fig. VI, 3.6 The market share of ceramic wares imported into the U.S.
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(3) State of competition

In the U.S. ceramic ware market, U.S. products account for one-third of 'thé
market while imports occupy two thirds. -U.S. ceramics manufacturers supply the
majority of their products to thc hotel and commercml markets rather than the home market
thus ho]dmg a strong. foothold in these markets. . 58.8 percent of U.S. products are fine

earthenware, most of which are art. Gb]CCtS, decorative articlés and novelties. These
products have many appllcanons and cncounter less frequently w1th dII‘CCt competition with
imports. ' :

(4) Domestic consumption .

Domestic consumptipn_ of ceramiic produ"ctsis'dbvioﬂii's;from the trend of apparent
demand in the U.S. ' : :

Apparent demand in the U 8. in 1986 as shown in Flg VL 3- 3 reached $1 815. 9
million, up 4.7 percent from the previous year. During the past fl‘_.re years, U.S. demand
for ceramic products rose, recording 2122 pefceﬁt”ihcféag in 1984, and 1.6 percent rise
in 1985. This uptrend has been supported by the increase in imports, but the shipment of
~ local products has been declining. - - |

Table VL 3-3 The trend of apparent demand
for ceramic products in the U.S.

: (Unit: US$ Million)
1083 1984 1985 1986 1987

Production - 698.9 7237 6633 . 6429 -
Export (B) 272 32.8 239 250 331
Import (C) 848.3 10154 1,949  1,198.0  1,287.9
Apparent Demand 1,520.1  1,7083 17343 18159 -

Note: Apparent demand : A -BY+(O)
Source: U.S. Dept.of Commerce
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3-3-3 Imports and Exports
-(1) Exports

U S exports began to show a sharp nse in 1987 Durmg the past five years, U.S.
'exports decreased temporanly to $23 9 rmlhon down 27 percent from the previous year,
but recovered to $25 mﬂhon up 4.8 pelcent in 1986 In 1987, however, exports
‘dramatlcally grew to $33 1 mﬂhon up 32 3 percent, thus exceedmg the level of 1984.

To see the exports by item, as ‘shown in Fig. VL 3-7, ceramic products for food
and beverage accoumed for 72. 3 percent ($2? 9 mﬂllon) and smoker's set, houschold
articles and industrial art object$ took the remaining 27.7 percent ($9.2 million).

Fig. V'I.'.I_3-'j7_' ) US e_xbo_r__ts of ;c__'eramic pr:oduete by item' in 1987
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(2) Imports

U.S. imports of ceramic ware have been continuing to grow over.the: past five
years. In 1987 total 1mports in value amounted to $1, 287 9 million, up 7. 5 percent over
the prevmus year. 'I‘hough 1mports are growmg steadlly, the growth rate is declxnmg
Imports in 1984 for example regtstered two dlglt growth of 19 7 percent (1, 015
'rmlhon) over the prevmus year but have been undergomg a slowdown to Othvdlglt growth
of 7.8 percent in 1985 94 percent in 1988 and 7.5 pelcent in1987. o

Imports by item are as shown m Flg VI, 3-8, Cemmlc Ware “for’ food and
'beverage such as dlnnerware, mugs and cups took 46 9 percent cerarmc ware for
smokers, and home use, and industrial art ObJCCtS mcludmg statuaries and vases ‘accounted
for44.2 percent, and handlcrafts and ceramic ari ob_]ects made up 8.9 percent

Imports by place of ortgln are as shown in Flg VL. 39, In terms of import value
in 1987, Taiwan took 30.2 percent of total imports, followed by Japan with 27.8 percent
the U.K, with 7.2 percent, Republic of Korea with 5.7 percent, China with 5.1 percent,
Italy with 4.4 percent, West Germany with 4 percent and France with 2 percent,
accounting for nearly 86.4 percent combined. '

Products strong in the U.S. marl_cet and their exporting cottntiies are as follows:

1) Taiwanese products are stxong in statuaries, vases and ﬁgunnes and these
products accounted for 74 percent of their total exports to the U S.

2) Japanese are strong in dinnerware which accounts for 74 2 percent of J apan 8
total chinaware exports to the U.S.

3) British products are strong in the fleld fo dinnerware, and Itehans excel in
handcrafted art products. :

4) Dinnerware is a major export ‘of Korea, China and Thalland makmg up 70.8%,
63.9%, and 65. 6% respecttvely of their total chinaware exports 10 the U.S.

5) An overwhelming 72.0% of Malaysia's chinaware exports to the (.S, are made
up of statues and other ornamental articles. - '
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- Fig.. VL, 3-8-,Imp'orts of ceramic products into the U.S.
by usage and item in 1987

 02%

1]
Fine-grained
/s . - .|| earthenware ()
(A) Fine-grairied || (except 5331500)
For food / carthenware 19% A Smokers sets,
and - (except - L housgehold e}rtlcles,
beverage 5331500) -~ and industrial arts
1 469% 28.6% Nonbone 44.25
~ chinaware
‘ 20% .
Chinaware | %
18.1%

(B).
Ceramic
| works,
statuaries,
and
craftwork

359%

Source: U.S. Dept of Commerce
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Fig., VI, 3.9 The share - of ce'ra'mi_c products imported by country
' - of origin in 1987 '

13.6%
Others’

France 2%_

ER. Germany
“4.0%

" Source: U.S. Dept. of Com:me:c_e_' o

‘VL44



3-3 Japan
3-3-1 Trends in Demand and Supply

Table VI 3 4 shows the trends in demand and suppiy of chinaware in the J apanese
immket Chmaware is roughly classnﬁcd into two categories: tableware and kxtchenware
and ornamental articles and toys.

Table VL 3-4 Supply and Demand of Chinawai‘e'_i’n Japan

(Unit: ¥Billion)
Domestic - - : o Domestic!
Production Tmport Export Consumption
Tableware and . '
' kitthenware |
1982 1682 © 438 86.1 86.9
1983 <0 1742 43 945 84.0
1984 - 1805 46 100.9 842
18 - 17340 51 9438 837
STU19860 0 1626 - 54 7158 96.5
Omathental ~ o -
“ Uaiticlésand toys
1982 3427 28 31.3 57
11983 360 40 - 3147 86
19840 o 3727 0 T30 0 366 3.6
1985 U329 33 340 22
1986 - 30.1 3.8 265 7.4
"""‘"'“Total o T - :
Ch1gg2n o 2024 16 1174 926
1983 - 2102 83 1259 926
‘1984 2177 16 1315 '87.8
Crepggs o 2063 8.4 1288 859
P RiqogE 1927 93 T 980° " 103.9.

P T T ey

I'Domestic consumption is, here, calculated according to the following formula.

. Domestw Consumpuon = Domestic + Tmport - Bxport
SR SRS o Production _

G i Source Stanstlcs of General Merchandise, MITI
Monthly Trade Statistics, MOF
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(1) Tableware and Kitchenware s

The tet'tl amount of domesttc shtpment of ceramic tableware and kltchenware was
¥162.6 billion m 1986, of whrch approxrmately 50% was dlrected to exports. l‘he_
Japanese ceramlc 1ndustry is l'trgely dependent on expor ts, trends of which h'we a
considerable 1mpact on the balance between supply and demand The number of
enterprises involved in the industry is large. ' .

Chinaware for prrvate use has chronlc'xlly been i in a state of oversupply There are,
in general, persrstent dernands for products ‘which meet consumers preference for
authenttcrty and- fashronabrhty

Consumers seek mdlvrduahstrc chinaware even for household use, and they hence

tend to purchase picces of chmaware separately Even when they purchase tableware of
kitchenware, they mcreasmgly prefer sets with pieces whtch they can select freely

The boom of white porcelain shows a tendency to cool down because it has
become qmte popular. For Japanese-style chmawate, major items among new products |
are china with a blue glaze design, traditional arttcles as Koimari, and chinaware with the
appearance of carthenware. Among Western-style chmaware, products of noted
designers' brands have established a position in the market. - Another item proving a.
success is gift-use articles which give a l_t_lxury impress‘io_n and are priced at the same price
zone of gift items as before, Bone china has been- rap-lidly gaining popnlarity in the
Japanese market. Japanese-style chinaware manufacturers as well as Westem -style
chinaware manufactures display bone china as matenals -

Business users such as hotel, Japanese style inns, and restaurants seek 10 reallze
the improvement of their i image and the differentiation from other by adoptlng tableware of -
high grade. Demand from business users has moved favorably on account of the increase
in the constructton of hotels,. S

Japanese chmaware has been Iosmg competrtrveness in the world market in recent
years because of the increase in such costs as material cost and labor cost and because of
the increasing challenges by exporters of the NIEs countries. The apprem_n_tton of the yen
since the latter half of 1985 has sharply reduced the price competitiveness_of' Japanese
chinaware. Exports of chinaware to the U.S.A., which accounted for ap'pro)t-irrrately 70%
of the total, decreased by 30% in the former half of 1987 compared with the-same period
in the previous year. During this time, exports frorn Ch:in_a' and Tarwan 1o the U.S.A,
expanded. o [ D P |
At the early stage of the yen apprecratton, Japanese frrms worked at mamtammg
their operations by increasing production, undertaking r_attonal_tzatton, and reexamining the
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cost of raw materials. Howevef, as the accelerated yen appreciation exceeded the level
which Japanese firms could overcome; they weré foréed to decrease production, or éven
go out of business due to the suspension of orders. Stocks in the U.S.A. enlarged as a
result of the recession:in the economy: and the oversupply in ‘the product categories in
-which J apanese-.products held a major posmon. The necessity of adjusting excess stocks
-was also one of the reasons for the decrease of Japanese exports during the period.

(2) Ornamental Articles and.Toys

More than 80% of total production of céramic novelties, that is, ornamental articles
and toys,"i's _dir_cé_t__cd to.exports.'- Taiwan has alreddy gained an advantage over Japan in the
world market in this field. The market share of Taiwanese products steadily increased
from 29.6% in 1982 to 38.0% in 1986. On the other hand, that of Japanese products
decreased'_fi_‘om 278%to 21.49% during the same period. The market share of goods from
J apan in 198'6 was the lowest ever recorded. Japanese products have completely lost price
compeutweness as a result of the yen applecxatlon They are driven to pull back from the
medinm product markct which has been their main market, although they still have
strength in the hlgh grade product market, ‘Taiwanese firms. are extending their types of
products from porcelam to earthenware and stoneware, and, further, to dolomite ware.

The market situation does not pex 'mit price rises. On the other hand, the production
of thosc artlcles involves labor—mtenswe processes and the portion of labor cost to total
cost is hlgh The Japanese industry has reached the limit for rationalization measures to
reduce labor cost. There are Japanese firms which have moved their entire operations to
developing countries such as Malaysia or transferrcd some of the production processes to
overseas.plants. Japanese firms are obliged to develop orlgmal products which firms of
other countries can not match. To increase the added value of products by developing
ongmal demgns without the reliance on buycrs is consldered one of those measures to find
a way out of their difficulties. _ _

The unprecedented unfavorable expoxt environments have driven manufacturers
'specnahzed in cxports to direct, in earnest, their products to the domestic market instead of
overseas markets -They arc makmg efforts to find new demand, but their articles prepared
_‘for the domestlc markct are mostly the same as those which have formerly been exported.
Thelr shlpments to the domestic market hence are sluggish. They get along with the
development of such products ‘as will meet the domestic consumption trends.
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3-3-2 Ilidustrie! Structure of the J apanese Chinaware Industry -

_ Accordmg to the Census of Manufacturers there WETE. 2 323 estabhshments for
ceramnic tableware and }utehenwwre manufacture and’ 624 estabhshments for- ceramic
ornamental artlcles and toys in J apan -The numbers of establishments- by the size. of
employees are shown in Table VI, 3- 5. The small-medium scale manufacturers which
have less than 200 employees accounted for more than 99% of the total. - The small
manufacturers with less than 20 employees, in particular, accounted for 84% of total.

Table VL 3-5 Chmaware quufacturere by Number oi‘ Employees

mJ‘lpan s
Number of Tableware and Kitche’hw_are- ~ Ornamental Articles and Toys _
: Number of Nﬁmber'of ' Number of ‘Number of
Employees ~ Establishments - Employees ___ Establishments Eniplo?éés
49 1,564 0,054 421 2469
10-19 o386 - . 5194 107 14851
2029 S 136 <3259 T 490 T 1148
30449 - 98 3617 16 568
50-99 o4 s1s a2t 1358
100-199 44 5903 R T 'NA i
200299 i oast2 . T
200-299 | 1 - Co2512 0 e
300499 - . 7T 2,835 1 NA.
500-999 | 3 2088 - .

Total - 2323 39642 - 624 7783
Source: Census of Manufactures', MITI, 1982 e

- In the ma]or chinaware producmg countrles in Europe, such as the Umted
Kingdom and West Germany, and the U.S.A, there isa total of 150 200 mdnufacturers
exclusive of individual pottery workshops for pleasure, Wthh produee chmaware Th1s :
amount is almost equal to that of Japan This means that theu' producuon per manufacturer '.
is considerably high. ' . L ' '

The difference in productivity between Japan and those counmes comes mainly
from the production process. European and U.S. manufacturers undertake the complete |
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production prccess’t_'rom' tlie'r’efinihg"of raw materials to glazing within the enterprise. In
contrast, in the J apanese industry, nost firms undertake only a single process because of
'the development of the division of labor.

‘The types of manufactutcrs mvolved in the Japanese chinaware mdustry are mostly
classified ‘into body (prepared clay) and’ glaze manufactures, unglazed pottery
manufacturers, glazing manufacturers, and sagger and plaster pattern manufacturers.

B ThefJapanese chinaware industry 'h'as a very long history and starts with the earthen
vessels Which_'were produced during the Jomon (8,000 - 200 B.C.) and the Yayoi (200
B.C.- 200 AD.) periods. Combined with the introduction of technigues from China and
the Korean penmsula the tradition of chinaware was ststained by the prosperity of the tea
ceremony dunng the Momoyama period (mid 16th century - early-17th century). During
-the Edo period (1603 --1867), the productlon of chinaware was undertaken at many areas
all over the country under the patronage of the feudal lords. Chinaware is today produced
in all the prefecturcs in the country.

Aichi, Gifu, and Mie prefectmes in the Tokai district are the 1ead1ng producing
areas of chmaware, followed by those prefectures which hold traditional producing
districts, such as Saga and Nagasaki prefectures where Arita ceramic ware is produced.
Kyoto prefecture is famous for Kyoto ceramic ware and Klyomlzu ceramic ware, and

'Ishlkawa prefecture for Kutam ceramic ware.

3-3.3 Raw Matet*_ials :

: -fapatt is blessed with many natural Tesources needed for the chinaware industry.
Many kinds of clay and pottery stone with particular characteristics are produced
"-_throughont the country: The Japanese industry can manufacture all types of chinaware,
"pDrceIam stoneware, and earthenware.

+ The chinaware industry has’ deveIoped in the districts where major raw materials
-are produced ‘For example, Seto ceramic ware and Mino ceramic ware were developed in
-Aichi and Gifu prefectures where _th_e major Japanese plastic clays, Kibushi and Gairome
are found, and these are largest produicing centers in Japan. Arita ceramic ware and
Hasami 'Ceramic-\}/ate Weﬁdeveloped in the Kyushu district, the second largest producing
area; where pottery stone is found in'the- Amakusa and Tzumuyama-regions. In addition
‘there ‘are Kutani ceramic ware in Ishlkawa prefecture, Tzushi ceramic ware and Tanba
‘Tachikui ceramic ware in ‘Hyogo prefecture Tobe ceramic ware in Ehime prefecture, Bizen
. ceramic ware, Shtgarakl ceramic ware in Shiga préfecture, Mashiko ceramic ware, and
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-Aizu Hongo ceramic. ware in Fukushiraa. All of these types of ceramic ware have their
_own characteristic features derived from the qualities of clay found in their respective

regions. . L e
_The development of modern clnnaware productlon since thc Mel_]l era (1868 1912)

‘owes not a little to imported raw materials. Kaolin for:the production. of high- glade o

porcelam is imported from South Korea and New Zealand, Plaster stonc is 1mported from‘
China and Morocco. Cobalt for glaze is imported form Africa, The industry also relies on
1mpcrted gold ore. ‘The imports of kaolin from New Zcqland, in recent years, have
increased because of the consideration toward conservation of domestic high-quality raw
materials and because of the production trend toward - high-grade chinaware. The
possibility of using Kokudei (plastic clay) from China as a substitute for Kibushi is under
study. On the other hand, the development of domestic cobalt for glazing has: been
promoted due to the sharp rise in the price. Asa result, importc of cobalt have declined.

3-3:4 Trends of ChinaWareihépcrf |

Imports of ccramlc tableware and kltchenware in 1986 1ncreascd by 5% over thc_ '
prevmus year and amounted to ¥5,300 bllllon Imports from thc Umted ngdom the
largest exporter to J apan, were ¥2, 200 billion, which accounted for apprommately 40% of
total imports, followed by West Germany, ¥500 billion, France, ¥4OO billion, and Chl_na,
¥360 billion. Imports from neighboring countries recorded noticeable increases in the
same year, although the amount of those imports was quite small, Imports frb_m Taiwan
were ¥90 billion, an increase of 128%. Imports from South .Korea__werc.¥250 billion, up
by 20%. S o o TR RO
. Imports. of ceramic novelties were ¥3 800 bllnon in. 1986 Imports of very fancy

articles from the European countries are do_mman_t.-_ :Imports from-Italy were ¥1,120
billion, an increase of 1% over the previous year.. _Imports from West Gctniaﬁyﬁ decrcased
by 18% to ¥210 billion in 1986 against an increase of 50% in:1985. :Impots from Spain
‘moved sideways and were ¥200 billion in 1986. In contrast, signiﬁ'canf increases-were
recorded by Taiwan, and increase of 86%; South: Korea 51%, and the Umted ngdom,
51%. Imporis from these countries were. ¥510. billion, ¥600. billion; -and ¥200 billion, -
respectively. As was the case with tableware and kltchenwarc South Korea and. Talwan-
recorded remarkable increases. One of the reasons for their grow_t_h__ may he,_m_the,fact_that
Japanese _ﬂn__ns-scEm.,t-o import semi-finished products from those cbjuhtrics and finish and
ship them as the progress of the international division of labof. L '
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3.3.5 Problems of the Japanese Chinaware Industry.

(1) . Larbor Force

The chmawaze 1ndustry is a: h:\ghly labor intensive 1ndustry and the problem of
securmg and ennchmg a labor force is of 1mpo11ance

One of the emergmg problems is the steadﬂy aglng labor force The reason 11es in

' the fact that it has been dlfflcult 1o retain youn g workers due 1o unattractive work contents,
the low wage level and msufﬁcrent welfare facilities at small-medium seale firms.

- Labor cost, on average, accounts for 40 - 50% of total costs in the 1ndustry For
the producnon of some ornamental articles, the labor cost may reach 60% of total cost.
The chmaware mdustry is faced w1th a Qteady rise m labor cost and a detenoratlng labor

shortage I‘he rate of increase in labor cost is hlgher than that of product price for the
'producuon of products, in partrcular those for household use which involve a lot of
:manual processes. The mdustry is makmg effous to take labor- -saving measures and
promote automatxon '
_ The chfﬁculty in retammg youn g workers rneans that there i is a lack of workers to
| take the place of the older workers The productron processes of chmaware are greatly
'separated The processes of moldmg and glazing reqmre skﬂls and have many techmques
which have been developed over a long period of time and which are the source of the
pecu_harlty of special chinaware of each district. Due to the shortage of young labor, these
- techniques are not passed on successfully.

(2) Raw Materials

The Japanese chinaware industry is blessed with abundant natural resources. The
high-quality resources such as kibushi and gairome hence have tended to become gradually
depleted over the years. It is necessary to discover new supplies of those resources and to
improve refining techniques for the industry which tries to upgrade the quality of products.

In the future, in addition to domestic mfeuor raw materials and those which have
'not been used to date, the mdustry will have to use cheap or high-grade imported
ma'ger;_als, such as kokuud_el from China which is already being used as a substitute for
kibushi clay, and kaolin produced in New Zealand, Indonesia, and the American state of
Georgia. - In addition, research should be undertaken into synthetic and compound
materials and artificial clays.
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(3) Competition with the Developing Countries

Various developmg countries have made strenuous efforts to promote then‘
_chinaware industries. Some examp}es are Chma which has promoted tableware Taiwan,
"novelties, and South Korea, tableware and’ txies In addmon such counmes as Thatland
| Singapore, the Ph111pp1nes India, Srt Lanka and Brazﬂ also have promoteti the
'development of the chtnaware 1ndust1y What 1s mme, many of these countmes have

teceived teehmcal cooperatton from Japan In recent years chmaware produced in those
countiries has gradually beén : appearlng on the. mtemattonal market '

In general developmg counmes, w1th their advantage of low prtce ma,ke use.of -
_ 'sueh unport systems as the prov1s1on of preferennal tartff rates to make mroads mto_
overseas markets. On the contrary, Japan 18 now 1n a constderably dtsadvantageous
posmon in many overseas markets mcludm g J apan s maJor markets such as Europe and
the U.S.A. beeause those markets set quotas on 1mports from Japan or hlgh customs
duties for the purpose of protectmg domestle mdustry European and U. S manufacturets
of noted brands which have mamly targeted the high- quahty product market, are malong
inroads into the medtum-grade product market whtch is. the matn tat get of ] apanese
products, _m the 1nternat10nal market J apan has been faced wlth severe compennon from
developmg couniries Whlch are catehtng up and the advanced natlons wlnch have begun to
maice inr oads from the top.. '
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3-4 Thailand
3-4-1 Production

{1) The Number of Plants and Their Capacities

~ Ceramic industry in Thailand has started from cottage industry and developed
continuously to produce in larger scale. The products are presently exported to foreign
markets. The government has seen the future of this industry and therefore has assigned
many related agencies to develop and promote this sector to be an export oriented industry
especiaily kitchenware (including tableware) and ornamental ware products.

Presently Thailand has developed and produced kitchenwares and ornamental
wares of ceramic for impbrt_ substitution. The amounts of imported tablewares,

kitchenwares _and orhamenfal wares of ceramics have decreased substantially since 1984.
" On the other hand, akp_ort of these products started to increase gradually.

The cerami¢ manufacturers are mainly divided into 2 groups by the factory size,
level of technology, and management style as follows:

Group 1 include 10 BOI-promoted or medium-size firms which have a combined
annual capacity of 31,175 tons/year. The details of the 10 firms are presented in Table VL
3-6. The manufacturers in this group mostly produce medium to high quality tablewares
for mainly institutional users such as first grade hotels, restaurants, and high income
bracket households. Part of products produced has also been exported. It is estimated that
the volume of medium to high grade tablewares production represent about 40% of total
tablewares production in the couﬁtry. The production are in large scale and use modern
technology. Factory management is generally carried by professional rhanagcrs who have
been trained in ceramic production.

Group H include ébout_éﬁ small ceramic factories which mainly produce tablewares
and kitchenwares, and other about 80 factories mainly produce ceramic ornamental wares.
Their production are mostly hand-made with special designs, are produced in small scale

-and use simple tcchnblogy. The small c_eramic tableware and kitchenware factories have a
c_'ombi_'ned' pro'dué.tion capacity of about 20,500 tons/year. Part of the products, especially

ornamental wares and tablewares are also exported, but the main customers are individuals
| or households instead of institutional customers. Corporate management are dominated by
'fa;mily members of the owners which use individual family management styles.
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Past production statistic can be found only of kitchenwares (tablewares). producéd
by the BOI promoted firms which increased from 9,281 tons in 1,976 to 13,770-tons in
1985. The average increase during this 10-year period is 11% per annum.
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- Table VI 3-6 BOIPromoted Firms of Ceranic Kitchenware

AnnualRegistered
Capacity Capital  No. of
| (Ton/ycar)(Mil. Baht)Employees  Location
S.P. Ceramic Co., Ltd. _ 8,400 40 1,047  Samut Sakorn

1.

2. Lofus Ceramic Co., Ltd. ' 4,500 70 | 511 Samut Sakorn
' 3. Eastern Chinaware Co., Ltd, 3,200 15 160  Bangkok
4. ‘Thailand Tableware Co., Lid. 1,035 1 70 Lampang
5. Chour Lampang Earthenware Co., Ltd. 2,240 2 90  Lampang
6. T.G. Ceramic Co., Ltd. | 2,500 100 540  Saraburi
7. Central Ceramlc Co., Ltd. 3,000 40 200  Saraburi
8. Asid Porcelain Industry Co., Ltd. 2,000 25 275  Saraburi
9. Lampang Silpa Nakorn Co., Lid. 1,80_0_ 16 292 Lampang
*10. Asia Cerarmc Industry Co Ltd 2,500 70 241  Saraburi

Total _ o 31,175 379 3426
Note:  No. 4 is not being promoted.
No. 10 is no longer in operation
Source: Industrial Economic Planning Division
- Ministry of Industry |
(2) Production System

All targest 10 factories haVe concentrated in prddllcing tablewares of stoneware or
porcelam Most of them have received technical know-how from forc1gn countries, for
examplc Japan and West Germany.. The machinery and equipment are mixed between
imporied and local made. The_;1mpo_1 ted .machinery and equipment are mainly kilns,
ceramic machinery, SIC plates, and alumina leg, etc. The local machinery and equipment
- are, for example, ‘ball mill, vibratory sieve, slip tank, kiln materials, kiln cars, and
eiectncai systent. , - :

~ The small scale factorles mamly produce ornamental wares, premium products.
Spécxal design tablewares, and medium and low- -grade tablewares, They mainly use jocal
machinery and equipment which are generally obsolete by international standard. On the
~ other hand they are using more labor in the production process.
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Product design is 2 major problem in the production system. There are very limited
outstanding designers especially for the small-scale factories. '

(3) Labor Problﬁe_ms'

For the large manufdcturers whtch are capltal mtenswe, there are not many reports :
on labor problems The small scale famt]y operated factones whlch a.re labor-intensive
have some labor problems Wthh can be summanzed below

Shortage of sktlled workers and product desxgners
- High turnover of personnel and . ‘
'  - Low productwﬂy becausc of 1nsuff1c1ent producnon managemcnt sktil

“The Thai Government whlch has glven attentmn on the development of ceramlc
mdustry, has prov1ded trammgs in both productton techmque ‘and labor skill conmstentiy

(4} Cost Structure |

Thailand has lower labor and raw niater’ia’l'oosts'contparo'd'With _coihp'otitivo
countries. Production of ceramic kitchenware and ornamental ware will have labor cost at
about 20-26% of total production cost while raw matenals cost will be about 24 28% of
total production cost for both types of products. However, Thailand has to 1mport crude'
oil, machines and acccssones, which are the dtsadvantages compared with compentwe

_ countries which can produce their own machmcry and eqmpmcnt

(5) Safety Standard, Regulations,”and 'P‘rodﬁcti’oﬁ Inspecrt__ions o

In order to prevent Jead- poxsomng, ‘the Thai Industrlal Standard Insmute, 1ssued
regulations for pcrxmsable limits of lead and cadrmum as Table VL 3-7. o '
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Table V1. 3-7. TIS Standard for Ceramic Ware in Contact with Food
(Porcelainware, Earthenware and Stoneware)

P_ermissible Limits

CType Measurement - Lead Cadmium
CFlaware  MglSqdm. 17 0.17
‘Smallhollow ware ~ Mg/Cudm. . 50 . 0.50
“'Largghollow ware Mg /Cu dm. 2.5 . 0.25

" ‘Source:Thai Industrial Standards Institute, Mmistry of Industry

The Thal Industrial Standard (TIS) is a system guaranteeing the quality of
products, based on The National Industrial Product Standard Act. The certification
scheme of TIS is a third- -party certification carried out through the i lssumg of licences to
"use the Standard Mark to the manufacturers whose products are in conformity with the
standatd concerned. Stanaards Codes for pmcclamwarc, earthenware and stone ware arc
hsted as Table VL 3-8. '

'I‘ab]e VI 3-8. TIS Standard for Impact Strength (IS) and
Chlppmg Res:stance (CR)

a (N.Metre)
F “Porcelain Ware .
“H (1) Bowl/Cup  Allsize . 0.04 .
" (2) Plates ¢ <200 mm, 0.06 0.10
LR - g > 200 mm, 0.06 0.12
Eanhén_Wgre ' ' ' |
(1) Bowl/Cup - All size 010 -
C@) Plaes 0 g<200mm, 0.14 0.16
‘ ”"‘“S;oncWar n o I
‘(1) Bowl/Cup Al size ' ' 6.04_ -
"~ (2) Plates p<200mm.  0.06 010
T g5 000 mm, 0.08 0.12
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342 Raw Météﬁais‘” o

-Raw materials are: lzu gely locwlly avaxhblc w1th the exccpnon of minor chenncals
and decoratlve rransfer paper whwh need to be imported. Locally procurcd raw materials
are kaolin, feldspar, hmestone s111c1 sand dolomite, and ball clay Impoxted raw
matcnals compose of pigments, transfer paper and others minor chemlcals Pmductlon _
statistic of main local cerarmc raw materials are shown in I‘able 6. me Table VI. 3- 9 it
can be seen that the producnon StatIShCS of all raw matcnals iner eased substantxally,
especially durmg the last 3 years. o h

Table VL 3-9. Pr()dﬂci;ioﬁ of C:él"am;i-c Raw _Materia!s o

B . o (Umt Tons)
Year Kaohn " “Ball Clay Feléspér _Quartz - Pyrophylhte _S_ﬂlca Sand

1978 33,764 n.a. 32,583 22200 . na. . 170,227
1979 42768 1,766 26,428 27,240 n.a. 157,076
1980 19,934 1,557 24,158 7,828 - 10,350 . 171,000
1981 14086 1,856 24243 na 10370 76,330
1982 17,846 2200 19326  na 19,989 82,820
1983 36,350 4,960 . 47,908  na. 18,875 116,094
1984 58,161 2,520 74,404  na. 26851 166,787
1985 106,704 7988 104,586 . na. 42,002 152,133
1986 132,155 - 11,203 115,163 na. 36165 153,565
1987 184,179 57719 164,635 n.a. 37,749 153,516

n.a. = Not-Available

Source: Department of Mineral Resources

In smaIl and medium scale factories, prepaxauon of raw materlaIs of cach product
depends upon experiences of wmkels or owners w1th0ut assistance of efficient tools, So,
it will cause the high percentage of defect i in producnon process Moreover, the ﬁmshed
product is not standardized in size, and design. This is oppomte to tllc largc factones
which modern machinery and equlpment are used : .

Gmdehne mformanon on Thalland cemmic raw materlais are as follows
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(1) Ranong Clay

Clay structure is disordered kaolinite, some muscovite; small amounts of albite and

_microcling; trace of gibbsite. © ..

The results of chemical analysis of this clay are as follows:
Si0g AlO3  Fep03 CaO MgO K0 Nap0 L.OI

4958  33.03 1.18 0.7 088 245 034  12.28
This clay is widely used for whiteware industry.

(2) Surathani Clay

Clay structure is disordered kaolinite; some illitic mica; small amount of
montmorillonite; traces of microcline feldspar and chlorite.

The results of chemical analysis of this clay are as follows: ‘ '
Si0p  TiO2 AlbO3  Fe203  Ca0 MgO K20 NazO L.OI

43.21 046 2294 2.02 090 044 245 034 271
‘ Thls clay has a very good plasucny, but iron content is shghtiy high, the smalil
amount has been used in local porcelam manufaoture

(3) Tak Feldspar :

“The results of chenncal analysw of thls clay are as follows:
Si02. A1203 Fe03 Ca0 MgO NapO K20 L.OI

675 184 0 003 060 012 25 95 096
(4) Washed Sand -+
.' _ lee, results ofchcrmcal anaiysis'of this clay are as follows:
Si02. . . ARO3 - Fe203. Nag0 L.OI -

988 030 004 005 032
This sand haS_been used in sanitary ware manufacture.
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(5) Tak Quartz

Quartz has approx 99.7% S$i02 content and is'-usillg"" in lo'cal'porcelain

manufacture.

(6) Lampang P_ottery‘S_tone _

The results of chemical ana1y51s of this cIay are as follows _

Si02  AlO3 TiO2 Fep03 MgO Ca0 Nap0 K20 L. 0.1
7820 1600 003 053 010 008 150 305 2.54°
This pottery stone is widely used for whiteware indusiries. - :

3-4-3 Exports

{1) Trends in Exports_'

Both kitchenware and omamental ware of ceramics have been developed
contmuously both In quality’ and demgn Wthh are paltly assmted ‘oy governmental
agencies. Presently they are w:dely acceptable in local and export markets Export
orientation has become an important alm of this industry. L '

As shown in Table VI. 3-10, exports of tablewareslk:tchenwares and omamental_ .
wares from Thailand increased gradually during 1978 10 1984 From 1985, exports
started to increase at much higher rate, espemally in 1987 exports jumped 3. 8 times, and
2.5 times compared to those of 1985 and 1986 1espect1vely "The, products whlch have
highest i mcreasmg export rate and aiso have hlghest expmt valye i m 1987 (71. 54 mﬂhon'
baht) are tableware/kitchenware of porceldm The products ‘which have the second highest
export value in 1987 (44.75 million baht) and have consistently increasing trend over the’
last 10.years are furﬁiture of other pottery. Other products which have ﬁig’h‘ﬁéprﬁ
potential are tablewares/kitchenwares of other pottery, fumlture of porcelam and statuettes
in that order which the export volume in 1987 were 4326 mllhon baht, 18 07 million
baht, and 13.08 million baht, respectively.. Other omamental wares such’ as personal B
adornment and others have limited export potenual ' ' I

VI-60



ST0ISNY) O JuswLreda(y : oou_nom.

08°C

05°C

Tyeg UOTTHAL - T

 PIPOL AQ PIGISIEID L CHIAITII() PUE TMUDIRI AIEAIAEL J0 SSEIS HOdXT OT-CTA Q8L

€0 <SSO 80T 8IS 91T 0CZ 080  0¥0 ATo10d 190 3O SIAIEWQ 90
100 200 SO0 900 ZTTO. 090 0ST - O¥'E 0Ll 0T | UFe[20104 JO SIUOWPWIQ) O
€60 910 S00C - - - -5 5000 900 £330 JYIQ) JO IUIIWOPY [BUOSIAG
S¥0 $000 OO0 200 - . TOO 0TO 06 0TO - 090 | U[E[90104 JO WSUMIOPY [eUOSIG,
S0°ET  TO'S 9€T 650 - 60 O0ST  OLO0 - 0TO 0TO 600 - sopemmg
SLvP 10'SE 8¥9L - §SS 06 08T 01T 08T 0L - OLO Azonod J3giQ) 3O AmILLIY
LO8T 96'6 © 0T3 88T 09°€C  OI'C 0S0 080, OL0 0L U[B[20104 JO AMITIMT
0TSy ¥S'6 YYOT THE - L9V 0901 OSL  0§'€ 0ST - OLO UIZ[90104 JO SIEMUSYDILY /FTeASIABL
YS'LL  TO6L 8S'E -6UT €67 06 . 09€ 06 09T 09T UR[0104 JO STEMUSYOITY /oIeMIIqE],
1861 9861 S861 861 €861 861 1361 . 0861 6L61  SL6I Sy

V61 -



(2) Exports by Country of Destination

The biggest market of Thai'_tttblewﬁres/kitchenviare'é and o_rmitr'ne_ntﬁal wares is the

United States. The other importaint markets are EEC countries, Australia, Japan, and
Hong Kong. e . .
The two most important markets of tabieware/krtchenware of porcelam or chma |
from Thailand are United States and Australia which 1mported 476 9 tons at 22.3 mllnon
baht, and 214.3 tons at 14.2 million b'tht in 1987 respectlvely Tn the same year, the
Netherlands 1mported 130.9 tons at 6.7 million baht, Italy 1mported 117 5 tons at 5.9
million baht, United Kingdom 1mported 78.8 tons’ ar4.8 million baht Canada rmported
95.7 tons at 4.0 million baht, New Zealand 1mported 73.3 tons at 4.0 mrlhon baht, -

The only important market for tablewares/kitchenwares of other pottery 1s US.A.
which imported 17.0 million baht in 1985, 5.6 million baht in 1986, and 26. 5 mrlhon baht
in 1987 from Thailand. Other countnes which can be 1mport_ant,mar_kets for these products
in the futore are Belgium, West Germony, Jopan Hong Kong; a'nd Australiéi which
imported-6.2 million baht, 3.0 million baht, 2.4 million baht, 1.2 million ‘oaht and 0.7
million baht from Thailand in 1987, respectwely ‘ EA ST

The major importer of furmture of porcelam or chma is U.S. A followed by
Japan, France, West Germany, United ngdom Australia, and Hong Kong :

There are many countries which con51stently 1mported furmture of other pottery
from Thaﬂand in the past. These eountnes 1nclude U.S. A, I-Ion g Kong, West (Jermany,
Australia, France, Japan, the Netherlands UK, and- Denmark The first four most
important 1mport1ng couniries, durmg the last three years are U. S A Australra, West
Germany, and France. :

Look at the past export statistic of statucttes from Thajland, the potentral export
markets for statuettes will be U.S.A., France, Hong Kong, and Japan Other countrles
imported only in small values. L

(3) Export Activities and Pmbi_ems

The United States require certain hmns of lead and cadmrum contents accordmg to
the U.S. standard. Products exported from Tharland to U.S.A. ‘must have certificate frorn
the Department of Science for lead and cadmrum contents Most other 1mportmg countries
do not require such certificate. ' . B S

Most customers are department stores in 1mport1ng eountrreb The exporters in
Thailand approach their customers through their branch offices in respective countries.
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Some importers approach the ménufacturers in Thailand directly by sending samples to
them for price quoting. The puco will be quoted by the manufacturers if the products can
be produced at the qu'mtlty and quahty specified. _ _

-Almost -all” large “manufacturers who concé'nt'r'ate on producing
-"tablowares/kltchenwales ‘have their own product products which can be exported at
- satisfactory prices. ‘Howéver, most p:oducnon are made accmdmg to the customers'
samples or dcs1gns The oppor tumty o expon the factory demgned products are still
" limited. '

- On the ornamental products which were mainly produced by smaller factories,
there are more factory-designed products. These products are generally produced in small
quantities. “Therefore, there are more uniqueness in each productlon lot. However, from
the opinion of the cxporters who- are closed to the customers, the neatness in color,
texture, and ovelall design still need 1mp10vements in order to mect the customers’
requirements.

- The main instrument for overseas market dcvelopment i§ trade exhibition in both
domestic and overseas. This activity has been conducted frequently. In addition to the
privately-organized trade-fairs, the government through its Export Promotion Department
and Commercial Attache in importing countries, have provided gi‘cat assistances to the
ceramic exporters.: Direct visits to customers in foxe1gn countries have been conducted
regularly by the representatives of international tradin g firms from Thailand.

Although Thailand has many advantages in ceramic production such as"posseésing
all major raw materials and low labor cost, other countries also have other advantages.
The miajor competitors of Thailand'are Taiwan, Japan, and China., Taiwan has better
technology, while Japan has both better technology and dosxgn China has more raw
materials and cheaper labor rate.

3'-4-4 ' Imboris

Thailand has imported both kitchenwares and ornamental wares. The import value
decreased yearly because the present production capability can be developed to substitute
imported products. Statuettes ware the biggest 1mported item in 1987,

The import value of kitchenwares during 1983-1987 were 3.0, 3.5, 2.2, 7.1 and
0.4 million baht, respectively. Ornamental wares have been imported during 1983-1987 in
the amounts of 7.6, 6.7,7.2, 7.1 and 9.5 million baht, respectively.

Both types of products are imported from China, Taiwan, Japan, Italy and Hong
Kong.
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3-4-5 Government Pc!icy_

'Ihcre are three main govemment regulataons whlch lnvolve cerarmc mdusmcs tax
incentives for cxport prcducts 1ncent1ves Jinvolving locations of factories; and those
spe(nfically apply to ceramic 1ndust1 ¥ are mimmum initial mvestment of the prOJccts and
rmmmum percentage of export to total pxoductmn o L S

BOIT specifies the conditions for promotmg ceramic ploducts mdustry as Tab]c VI
3-11.

Table VI. 3-11 Conditions for Promoted Ceramic Industry

: Tylﬁc (__)f Actiirity_ - _ o 1/ n 3/ — Other conditions
o MCR__MTS MEL o e,
- Glazed pottery for export - - 80% 1. F.O.B; export value to be not
| | Tess than 80% of total annual
e : S - sales :
- Stoneware _and porcelain. Bah} S0m. - - 1. For mlual pm]e(:t Baht 20 m.
' S : ) o for expan_sxon prOJcct .
- BoncChma o BahtZOm . e e
Note: 1/ The MCR Mmlmum Capital Reqmred excludes the cost of land and
workmg capital = . - R :
2/ The MTS = Mxmmum Thm Sha1 eholdmg, is thc pcrccntage of shares whlch
Thai -
Naanal must hold

3/ The MEL == Minimum Export Level is The percentage of sales value whlch
must be exported.
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3.5 Indonesia
3-5-1 Production
(1) Number of Plants and Their Capacities

Ceramic industry, notably the production of ornamental wares, dates back to the
11930s, but the industry then constituted home/cottage industrial operations with traditional

-production methods to make cooking utensils, piates, water jugs, flower pots etc.

" However, the industry began to develop rapidly in the 1970s soon after the
introduction of modern technology from abroad. Indonesia is now capable of
manufacturing a wide range of ceramic products such as plaies, cups, saucers, teapots, tea
and coffee sets and ornamental wares. Nevertheless, cottage industrics which produce

_flower pots, money boxes and traditional cookmg utensils commue to grow because they
stlil have their own market segment _

' There are now eIeven compames in Indonesia which manufacture ceramic and
porcelam tablewares and omamental wares with modern techno]ogy These compames
produce a wide range of wares such as plates, cups and saucers, bowls, tea and coffee

) sets Ten of the companies are kb'as'ed i:n-Java' and one which makes ornamental wares

“operates in Bah The largest of the'corﬁi)ahies are PT Sango Ceramics in Semarang which
has an annual producnon capacuy of 6 mllhon dozens and PT Lucky Indah Keramik with

: an annual productlon capacuy of 3 mﬂhon dozens _

- . In addltlon to the eleven major compames there are many other smaller producers
which mostly make ornamental wares such as statues, flower pots and vases, money
boxes, toys, chairs. They usually operate as home/cottage industries mostly in Cikampek,
Malang, Bali and Yogyakarta. There are no reliable figures on the number of the small
producers but sources at the industry ministry estimate their total production capacity at

1,000 tons a year. _

" There is another company, PT Ind1 Decormdo which specializes in making

: _decoranons .on ceramic products, This company which is based in Semarang makes
decorations mostly for PT Sango Ceram1cs Indonesia and PT Queen Setyabudhi, both in

.;Semarang
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(2) Praduction System

The ten major companies which produce kitchenwares use modern machinery and
equipn'iont in their production process. Only plants producing ornamental wares. st'ill‘- use
mamial operatioris in most of their production processes such as mixing, printing,

_ decorating and dyeing. | .. _ . o

-Kitchenware produceis use manual operatxons onIy for flmshmg and decmatmg '

processes. For example, PT Crown Porcelain uses mixers from Taiwan and firing,

. printing and heating equipment from Japan. -

(3)"L‘ab0:" Probielﬁs '

Indone51a is still short of s}dlled manpower for modcm ceramxc pIants Indonesxan
workers still work mostly as assistants to expamates in modern piants "Most ceramic
cmnpamos which use rnodern technology 10 produce fme qnahty ccramxc waros usuaHy
hire exparnatcs : ’

- Modern ceramic compames In Indonesm hxre expatrlates mostly from the countrles
of ongm of the1r machmcry/eqmpment and in many cases from Japan (the Iarvcst suppller
of machmery) Some other compamcs hlrc expatrlates ﬁom Talwan and Chma ‘

For example, PT Sango Ceramics Indonesm employs mostly experts from I apan
because its machmery/equlpment were procured from J apan Even its techmcal mana ger is

ale ap.mese

(4) Rough Estimates of Production Costs

The production costs of ceramic products in 'Indonesia should théoi'eﬁéaily be Tower

than in other countries because of the local avaitability of inain basic materials sach as clay,

 kaolin and quartz. ‘But since auxiliary materials such as pigments, frits; and other chemical

ingredients must still be imported, local ceramic production costs are still relatively high.

According to several producers, the import costs of chemicals are ev_eh much larger

than the cost of procuring local materials such as clay, kaolin and quartz. Imported
chemicals, according to the producers, account for 60% of the total material costs.
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Compames which produce high-quality ccramics also must rely on imported kaolm
clays and feldspar, thereby making their production costs even much higher.
| Further addmg to the productmn costs are total depcndence on imported production
machmcly and equlpment and the necessﬁy to lnre expatriates for pxoducnon operations
and guality control. - -

Generally spéaking, the production costs of ceramics, notably kitchenware, in
Iucloncsxa are much h:ghcr than in.other countnes espemally because the pmductmty of
local workers is still lower compared to the overseas.
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(5) Quality Réquif,émenxts' :

The Mm1stry of Industry has set quallty ﬂandalds for several kltchenwareq made
from ceramic or porcelain, The ploducts for which thty standards have bcen set are:

- Dnmer sets of v1mﬁed china and porcelmn for hotels

- Tea and coffee cups for househo}ds made from porcelam or semi- porcelam
materials _ _ '

- Ceramic dinner sets (tablewares)

- Fine glazed tablewares,

The quality requirements cover: “water absorption, the strer':gth. of the surface,
methods of production and impact resistance. Quality requirements have also been -
prescribed for the prevention of contamination due to the dissolution of lead (Pb) and
cadmium (Cd) 1 into glazed tablewares. -

Compames whose products fulfill the quality requirements or standards can obtain
or use the Standard Industri Indonesia, SII, (Indonesian Industrial Quality Standard
Certificate). However, many producers do not bother to meet the SII standards. Several
producers even follow or conform with forelgn quality standards such as JIS, European

~and American quah{y standards,

3-5-2 Raw Materials

(1) Kaolin

" Kaolin production in Indonesia rose to 132,239 tons in 1986 and was estimated at
150,000 tons in 1987 Kaolin deposits in Indonesia are located mostly in Sumatra Java,
Kalimantan and Sulawesi. Kaolin minings are made mostly on Bangka and Behtung
islands in South Sumatra and Central and East Java. ,

However, kaolin for making high-quality ceramic wares is still imported because,
according to producers, local kaolin is not so suitable for 'producing.fine-qua_lity'wa_res.
Indonesia kaolin impdrts amounted to 27,957 tons in 1987, up froin' 19,460 tons i"ri'l§86.-

Imports were made mainly from the Unite_d States: China, J'ap'an and A_us__trali'a.
Imports from the United States in 1987 amounted to 15,735 tons or 57% of the total
imporis, from China 3,876 tons, from Japan 2,853 tons and from Austra.lia 2;570 tons,
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(2) Clay

Clay deposits are available in Acch, notably Lhok Seumawe, Langsa and Lhok

Nga, in North Sumatra, espemally Tarulung, in Jambi, in Bukittinggi (West Sumatra), in

{:West Java (Bogor, Clkadut Bandung and Sukabuml) in Central Java (Banyumas,

- Banjarnegara, Magelang, Kebumen and Cilacap) in East Java (Gresxk) and in Sulawesi

" and West, Central and Fast Kalimantan.

Indonesm, however, still imports clay of high quahty even though in small volume.

| Clay lmports amoumed to 2,432 tons valued at US$756,000 in 1987 down from 5,848
" tons worth US$886, 000 in 1985 and 4,908 tons valued at US$772,000 in 1986.

(3) Quartz

Quartz is currently quarried in Java, Madura, Belitung, West Sumatra, Lampung,
North Sumatra’,"Riau,"E_ast -Kalimantan, and South.  Sulawesi as of 1986, there were 32
“‘comipani¢s engaged in quartz quarrying i'h()’Sth in Belitun'g and West Java,

Indonesian quartz'producti_on rose from 372,216 tons in 1983 to 782,620 tons in
1986, West Java accounted for 671,309 tons or 85.8% of the total production in 1986.

(4) Feldspar

nii - “According to the Ministry of Mines and Energy, feldspar has been mined only in
" Blitar -regency',‘East Java by PT Candi Ngrimbi which obtained a 140.45 hectare
- goneession from the government.

“The company’s feldspar productmn rose from 11,173 tons in 1983 t0 21 091 tons
+in 1985, Lo C

- (8) Other raw materials.
Other materlals besides. the main basic materials mentioned above, such as

B s'p1gments ﬁrst and other chemical in gredlents must still be 1rnp0rted because they have not
been produced in Indenesxa ' ' ' "
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3.5.3 Exports
(1)_Trends_ in Exports |

4 ' Most producers of kttchenwales and ornamental wates are sttll ortented mamly to
the domesnc market SGVCI’dl compdmes explamed that there are st111 many problems faced
in entermg ‘the export. market They satd pnces quahty and de51gn are stlll less .
competmve ‘with similar ptoducts ft om other counmes _ . _ '
Another bamer 10 exports is the lack of knowledge about the mternattonal market
preferences bccause local producers have not had regu]al contacts w1th buyers or 1mporters
overseas:  Of the 12 compames only 2 have made contacts with 1mporters overseas.
Hence, most producers are not well informed about the networks of distribution and
market preferences overseas, ' ' 4
Most local producers therefore hesitate to prowote exports and concentrate their
sales on the domestlc market. . .. . : : '
Indonesian exports of various kmds of ceramic prodncts in 198’7 amounted only to
48,544 kﬂograms (kg), up from 35,274 kg in 1986 and 31,110 kg in 1985. The export
value amounted to US$58,309 in 1987, up from US$29 708 in'1986. .
- Most of the exports in-1987 consisted of all kinds of plates of porcelam which
accounted for 84.3% of the total.

(2) Exports by Country of Destination

~ Exports of kitchenwares .and.o_rnamenta_l_wares of‘earthenware, china and porcelain '
were made to Australia, Singapore, Saudi Arabia, Hong Kong, the United States and
Malaysia. But the largest importers were Singapore, Saudi-Arabia,- Hong Kong .and
Malaysia. Exports of all kinds plates made of porcelain to Saudi Arabia in 1985 amounted
to 27,600 kg valued at US$17,500. But in 1986, exports to Saudi Arabia stopped. The
largest importers in 1986 were Hong Kong and Malaysia. |

(3) Export Quality and Export Price
Most Indonesmn domestic- producers do not bother to: fulftll the Standard Industrl :

Indonesia (SII) quality standards because those standards have not been fully: enforced by
the industry ministry. Hence, producers who export part of their products usually meet
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the quality st‘md'nds as set or demanded by importers or buyers overseas. For example,
PT Sango Ceramics, currently the largest single expoitér, uses mostly T IS (Japan
Industrial Standard) for its exports. : .

To enable it to meet JIS, PT Sango Cemmics opmates J apan “made machmery and
equlpmcnt and cmploys several Japanese technlclans to supelwse its quahty control.

Other exporters, accordmg to our fleld surveys, also usually apply the quality
standards as demanded by their buyers overseas because their exports are based mostly on
fnm orders _

_ Aocordmg to PT Sango Cerarmcs its export pnces usually are 25% to 30% lower
than domestic prlces even. though the products designed for exports should have better
quahty than those sold on the domestlc market.

3.5-4 'Imp.orts
(1) Trends in Import

Even though Tocal production has actually been oapable of satisfying the domestic
demand, Indonesia still imports kitchenwares and ornamental wares. In fact, their imports
have been much larger than exports. o

Imports of kitchenwares and ornamental wares in 1983 totaled 647, 403 kg valued
at US$ 1.1 million, down to 595,564 kg worth US$ 739,000 in 1985 and rose to
1,802,753 kg valued at US$ 2.1 million in 1987.

Most of the imports consisted of other tablewares of porcelain (custom tariff No.
69.11.990) which in 1986 amounted to US$ 937,901, Other major imports consisted of
statuettes and other ornaments of porcelain {custom tariff No. 69.13.100) which in 1986
amounted to US$ 599,976.

@ _It_n_ports‘berountry of Origin

Chma Japan and Ta alwan werc the largest supphers of kitchenwares and
'ornamental wares to Indones:a ’Ihe threc countrles supphed 2 037 tons or 86.2% of
Indonesm total lmports 1n 1986 Thc value of thelr exports amounted to US$ 1.70 million
or 75. 8% of the total 1mport value in 1986. Other supphers mcluded West Germany,
Slr_lgaporc, _the Umted States, South Korea, Bntal_n_, France, Hong Kong.
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355 Government .Polieyi ;

3] Industrial Promotion ‘Policy

The Indoneman eeramtc mdustry has been growmg raptdly as refleeted by the
steady increase in 1ts pr eductton even though the mdustry 1s snll or 1ented largely to the
domestic matket,

- The Indonesmn government however wants to see the mdustry develop further to
t'tp the export market because the 1ocal avadablhty of most Taw matenals for ceramtes
theorencally prov1des the mdustry w1th a comparattve advantage : o

Based on Presidential Decree No 15/1987 dated May 25 1987 regardmg
Investment Priority Scale (DSP), the ceramic industry is st_;]l widely opened to domestic .
and foreign investors. The government promotes new investments in the following
products:

- Plates of all kinds
- cups and saucers
- Trays
- Bowls
- Pots
- - Teaset
- Coffee set
- Ditmer‘set_
- Spoon and ashtrays
- Other products

The decree stipulates that foreign. mvestment pI‘OjCCtS in the ceramic mdustry shali o
be oriented largely to exports. _ L .

To promote investments in the ceramic 1ndustry (hke ottier”sectors accorded htgh '
pnonty), the government exempts import duty from maehmery and eqmpment and other
_capttal goods 1rnp0rted by domestic and fore:gn mvestment proleets and other mvestment :
pro_]ects 1mp1emented outside the supervlsmn of the Investment Coordmatmg Board

(BKPM). Investors also can defer the payment of va]ue added tax and sales tax on luxury

goods.

The import duty relief and other ftscal meentlves are, however, granted only a to export
oriented investment ventures. Wholly or pamally export-oriented ventures are defined as:
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- Wholly'export-oricnted if companies export at lleast 65% of their total production.
.. - Partially .export oriented if companies export less than 65% of their total
- production.

The decree stipul__.atcs_ that export oriented ventures ‘shall have b'cgun'e'fcpor;ts within three
months after produc'tion staft'-up, and 24lmonths after production start-up the companies
* $hall have reahzed their cxports fully accordmg to their targets (export plans).
“To obtam nnport duty relief, companies must submit applications to the finance
- ministry's’ Center for the Admisistration of Imiport Duty Relief and Drawback (PABM).
E'-iApphcf:uu)ns for lmpon duty relief will be processed within ten days and those for i import
duty drawback within: 14 days. '
Export oriented foreign investment ventures are dllowcd to cxport their own
products and the: products of other companies. ' '

@)Exportl’romotxon Policy

.‘The ngernment or compames have not been aggressive in promoting exports of
ccramlc products Several. producers did take part in international trade fairs under the
coordmatlon of the National Agency for Export Promotlon (NAFEP) but their promotion
efforts, havc not becn so intensive,

Most producers make EXports only at the orders from importers or buyers overseas.
They z;.rc not aggressive in seeking buyers because they assume that the international
market:ﬂhj_as been dominated by China; Japan, Europe and several other countries.
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4. Cost Aualysis

4.1 Productlon Cost Structure and Produchon Unit Cost-in- Ma]aysmn
| Chmaware Manufacturing :

4-1-1 Production Cost Structure

The production cost structure of chinaware Wo_lild_ va;yrlafgeiy according to such
diveré.e factors as the types of products',- produgt-quality, production volume, production
facilities or prodﬁcti'()'n'p:roqess',;_Fo_r thc'purposelof very r_oug_h" _analys';i._s,'lthe prod_ucfion
cost Struct_uré of some Malays'i'an chinaware manufacturers was obtained from_the;field
interview survey and cotnparéd with that of average Japanese chinaware manufacturers.:

Table VL 4-1: Chinaware Productian' Cost Structure Comparison. .

. (Umt %)
Wholly-owned Local Avérags
subsidiafy decorativeware chmdware
" operatingin- ':""'ﬁié_{nufac_ture_r'"’ ' manufacrurer
© Malaysia - inMalaysiz ©  inJapan
Raw materials 210 203 150 150 355 77
- Labour 490 195 500 350 335
Fuel 80 420 150 100 48
Depreciation s 22 g g
Sales & general administration 12.0 - 25.0 20.0 40.0 20.4
Interest 5.0 9.0 | _ 2.5
“Total 1000 1000 1000 1000 100.0

Source: Field interviews ,
"Production Unit Cost Index of Japanese Medium and Small-scale
Industries" |
Japan Medium and Smail-scale Industry Agency
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Generally, Malaysian m'mufactuleas enjoy the benefit of cheap raw materials, while
they suffer from high interest payments for outside borrowmg Tn spite’of the availability
of the cheap labour force, the labour cost ratio is not necessarily high in Malaysian
manufacturers compared with the ratio in Japan, This is due to the difference of the
product unit sales valie and partly due to the difference in production volume.

4-1-2° Unit Production Cost

The unit costs of major items needed for the production of chinaware were
investigated through field interviews, the results of which are briefly summarized as
follows: ' ‘

Tnitial Investments _ . ,
Factory building constuCHOm -~ «ssmmmme o cvmm e e M$500-800/m2
(steel:frame structure, slate-roofed)

Kiln COnStritction. ~-<=-==esmmmmmemiocimaian e T EEE --M$1.5 rmllxon/nmt
(continuous kiln of 90mZ fully equipped)

Operation costs
Factory worker wage
GENETAl WOTKET--~ncwmmermmemermemsmememmem e meeereeem e M$10-20/day
Supervisor -------m=emmerrmeass e e M$30/day
Semor-techmclan-----—;--'n --------------- e e M$75-150/day
Raw material ' S : : : -
Local Clay ===rmwmmm oo e el M$5-10/ton
Imported ball Clay--~=sn==rommmmeem oo M$650-900/ton
Feldspar, imported---- - emmm oo M$130-150/ton
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4-2 Comparlson of Net Productmn Costs of Chmaware in Ma!aysna and

Japan

(“ompamson of the net ccssts between the two counines 1s not easﬂy done for the

following reasons.

1. The many varieties of _'(ihina@afe products and large difference of -typ'es‘of
products between the two countries make the comparison difficult. |

2. Even the pmducts usmg the. same TAW matenals and produced in the same
-production process differ in their quahty and prlccs

3. Technique and braud image of long years which are dlfflcult to reflect in the
production costs result in the large difference in the sales prices in the two

countries,

Despite the above difficulty, in order to roughly compare the- d1fference in the:r'
production cost levels, a certain. specified product with the following prcmxses was

assumed.

1. Product: Mugs

2. Type of product: Stoneware

3. Weight: 250g -

4. Minimum size of order; 100, 000 pes. lordcr o S

5. Mixed materials as principal raw matenais would be xmported from Japdn
The results of the comparison are shown in Table VI. 4-2
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. Table V1. 4-2 Comparison of Net Production Cost of Mugs
Premises: - . - | ' '
Size of Ordcrs 100,000 pcs/order
Product Item: Stoneware . _
‘Raw Matetials: Mixed materials imported from Japan

o (Unit: J¥/1"J.i_éc'e, %)
Japan ' Malaysia

Mateﬁals IS (12.5) Materials . J¥18.  (26.9)
Personnel  J¥50  (41.7) ~ Personnel  J¥15 . (22.4)
Utiliies ..~ J¥15  (12.5) Utilities 12 (17.9)
Depreciation  J¥ 5 (4.2) Depreciation  J¥5  (7.5)
Others J¥10___ (8.3) Others ~ . . - I¥5  (1.5)
Production cost J¥95  (79.2) Production cost J¥55  (82.1)
Administration J¥25  (20.8) Administration J¥12  (17.9)
Ex-factory  J¥120 (100.0) Ex-factory  J¥67 - (100.0)
Packages & transportation J¥8

Ocean frelght&Insurance Y10

CIF Japan . J¥85

Source: Field Interview

ER First, the Malaysmn 1evci of net productlon cost is approx1mately 58% of that in
Japanese, (M$ 1.10/ea in Malaysm VS. M$1.90/ea in Japan) -

Second, that of ex-factory cost which is net-production cost plus sales &
adm;mstratxon cost is apprommately 56% of the Japanese level (M$1 3dfea i in Malaysia
VS, M$2.4/ea in Tapan). L
' '[}u_r_d, the CIF price lcvel of fhe Malaysia product in case of exporting to Japan
““would be M$1.70/ea which is about 70% of Japanese production cost. The result of the

' companson indicates that Malaysmn products could be competitive enough, even utilizing

prmmpal materials imported from Japan if technology transfer from Japanese firms to
Malaysian manufacturers should be complete.
The foreign exchange ration used in the cost analysis is as follows:
1M$ = J¥50
1US$ = J¥130
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4.3 Feasibility Study oir Construction of Tigh-class Tableware Plant ih Malaysia
4-3-1 General View

In order to evaluate the adaptability ‘of Malaysia for an industrial $ite of the
chinaware industry, a qulte rough analysis of investment feasibility was conducted: on the
assumption that a plam is fo be newly constructed in Malaysm

General outhnc of the plant il _
* Products: Htgh class ceramic tableware
* Production volume: 4. 25 nnlhon pcs fyr (fuIIy capacny -1, 200 ton/yr)
*Fmployees Approx. 200 .
“#Area of plant: 7,416m? (including office bu1ldmg)
' *Imnal investment: M$23 5 mﬂhon '

Major factors in assuﬁaptio’n’_ are as follows:
1. Economic p'rqjebt'li_'fé:. 20 yéai‘é _
2. Prices: Fixed price as of March, 1988

3. Investment incentives: Exemption from import tax for equipment and raw
materials. Five (5) year exemption from corporate tax, .

As indicated in the detailed analysis showh in the fo’llowing'. paragraph the
Financial Internal Ratc of Return during this project is about 8.5% which is almost the
level of profitability. - B , : I ST '

.. Atthe Ielatlvely early stage of two yeaAs aﬂer the start of operauon ordmary profit
would be attained as mdlcated hereunder : , o e
. The five year forecast after the start of opcratton is summarlzed in. Iable VI 4 3
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Table VI. 4-3 Summarized Flow of Profit and Loss Forecast
(Unit: M$1,000)
Istyr. - 2ndyr.  3rd yr 4th yr,  5thyr.
Sales Value 8,640 12,960 14,400 14,400 14,400

Production Cost 7,253~ 9,136 9,764 9,764 9,764
(Materials)  (3,222)° (4,833)  (5,370)  (5,370) (5,370)

* (Labour) 976  (976) (976 - {976)  (976)
Administration . 645 - 836 - 899 809 899
Operating Profit 742 2,988 3,737 3737 3,737
Interest 1,565 1,689 - 1,492 1,126 939

Ordinary Profit ~ -823 1,299 2,245 2611 2,798
Source; Table VI 4-9

4-3-2 Initiai Investiﬁent Value

- In order to evaluate the funds necessary for initial investment, the following
premises were assumed.

1. The plant would be located in the Kampcm Acheh Industrial complex in the state
of Perak. Though not based on strict survey, the selection of this site was made
just for the purpose of the assumption in cost calculation.

2. The factory and the stock house were assumed to be of simplified structure such
as slate roofed or open air type, while the office or the laboratory building would
be air-conditioned and steel frame blocked type,

3. Most of the major equipment and materials would be imported from Japan.
Transportation cost was calculated &s ocean freight from Nagoya port in Japan to
Port Klang in Malaysia.
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The results of the cost estimation related to the investment were shown in Table VI,
4-4, which can be sumarized as follows. o

1. Land. _ o M$444’288

2. Coustruction . . MS$ 3,056,800

3. Machinery & equipment - M$ 15,863,320 .
4, Vehicle, stationery : o M$ 220,0:0,0'-' "

5. Contingency (1+2-+3+4) x 20% . M$ 3,916,882

Total : T -M$ 23,501,200
Meanwhile thé annual deprécfation cost fdr thé inve-s‘t#_l?en.f is _shoWn as foﬂows: :

1. Building |  MB 152840

2. Machinery & equipment M$ 1,586,332
3. Vehicle, stationery ' M$ 44,000
Annual Costs (first 5 years) M$ 1,783,172
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" Table VL. 4-4 Estimate of Initial Investment

(1) Initial Investment |

a. Land = 19, 200m2 @ M$23 14/m2 ....................... M$444,288

b. Factory. CONSIUCHON e irevreresrrereeesereresreenes e M$3,056,800
Factory Stockhouse (slate roofed, open air type)
6, 3841‘112 @ M$350/m? 5,234,400
Office Bu11dm g and Laboratory | _
| 1,032m2 @ M$700/m? 722,400
Guaramee for Outside and Water Supply ete. 100,000
¢. Machinery and Eqmpmsnt ....... SRR M$15,863,320
Imported Machlnery (FOB) . 12,474,360
.ijan_s_portauon (Nagoya-Port Klang) 388,960
Machinery Locally Procured 3,000,000
d. Vehicle Stationery.............. etersersaersren e arsasrarons M$220,000
Two Trucks @ M$100,000/ca 200,000
Stationery 1 set B - 20,000

Contingency (a+b+c+d)x20%.. oo i M$3.916,882
Total : M$23,501,290

(2) Depreciation E

Bu_ild.ihg o 20 years straightline depreciation M$152,840
" Machineryfequipment 10 years straightline depreciation M$1,586,332
Vehicles Statione 5 years straightline depreciation M$44.000
© Annual Deprcciation' (Fii'st 5 years) M$1,783,172

Source Study team calculation based on factory des1gn shown in Fig, V1. 4-1
through Fig. VI 4—3 B

VI-81



36

o,

+ o+ +. -
AHOLOVS NIVIN

A3 A.
g 8l v 72 S
T I T R U T TR

g — g ’ mlc...h< .

L ASNOH - R
ONBIVA SRk 401440 | NEIINVO:
EIOOVS 2V o

' G K Y T [} T Ll 1
= g S.0 &
<z 2821 49
2 e 7] Smm 5
822 =2 S8%| 23
28 3 5EE| 2
T 1 Y T T T + oot +
“+ + + ] - + o+ + - + + ¥ + +

vy

Asope.] sresenny;) 10§ uBIS [BryoaNYdIIY T-HIA B9

15

10

25

24

A—A’

VI.82



0

ig. VI4-2 Layout for Chinaware Factory (Cdni:epﬁon)
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- 4-3-3 Raw- Materials and: Utilities

All the raw matemals except silica sand would be imported from Japan in
con31derat10n of the cons1stency of grade and quallty in the products. Raw materials
would be pre-mlxed matenals which are packed in bags would be pre-mixed materials
which are- packed in bags in the compressed and dehydrated state to be shipped from
Nagoya port in Japan to Port Klang i in MalaySIa

The result of cost estimation of raw matcnals is shown in Table VL 4-5.

- The total cstlmated cost of M$5,369, 949 is composed of domestic cost of raw
materials, M$11 830 and that of imported raw materials, M$5,358,119. “The total cost is
calculated as such to meet the full production capacity of 1,200 tons per annum,

In relauon to utilities, heavy oil as fuel is assumed to be used for kﬂns while
electric power is ‘asstimed for other power requirements and lighting.

As shown in detall in Table VI. 4-5, an estn‘nated annual cost of M$728,400 is
_ calculated for utﬂmcs _
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Table VL. 4-5 Estimated Annua_'l Cost oE_,Raw: Materials and Utilities .

(1) Raw Materuals (Full opemtlon)

Annual Consumpuon : Annual Raw Matcnals _
.  Volume - Cost B
Imported Raw Matenals o | .. | N |
Feldspar  775tms . M$ 3?;0",’3'5'0'
Plastic clay S00tons 527,000 :
Tde C1Stons 39,390
Kaolin . 523toms . | 676,762
Saggarmatenal . 130tons L 249,600
Sodium silicate 35 tons 713290
Plaster of pasis ~ 60tons 240,840
 Alumina 68tons 156,808
Liquid gold o 100 tons - 1,068,_000 o
Transfer paper 200 thousand 1.600.000
Sub total - 4,952,540
Transportation (Nagova-Port Klang) 405,519
Total of Annual Imported Raw Materials - M$5,358,119
(2) Utility Costs
a. Puel (Heavy oil) 1,280 ki @300/ 384,000
b. Machine oil 2000 1 @31 6,000
¢. Lubricating oil 150 kg @16/kg " 2,400
d. Elecfricity 1.600.000 kwh  @0.21/kwh ~ 336,000

Annyal Utility Costs M$ 728,400
Source: Study team calculation :
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4-3-4 Programmes of Production and Sales
(1) Production Capacity

" The kiln ':é'apiiéitiv would be a decisive factor in the production capacity of the
chinaware factory, In thxs prOJect utilization of high quahty continuous kilns whlch are in
ordmary use in Japan is’ ‘assumed because of the good pelformance in energy saving effect

and conslstcnt results of bummg The econonucal minimum volume of productlon for this
type of kiln is about 1 200 tons per annum. ’

(2) Kinds of Products
In this project, production of high class ceramic products mainly consisting of
dinner sets (81 pes./set). and tea sets (21 pes./set) is assumed. Annual productmn at full

operation for each of the items is assumed as follows.

Plates 2,250 thousand pes. 800 tonsfyr

Largeplates -~ - (9-10") -
‘Mediumplates - (7-8")
Small plates - - = . '.(4—8")'
Cups/Bowls 1,590 th(msand pes. 300 tons/yr
Coffee cups
Tea cups
- ‘Bowls" _ : : R
Pots/Platters 144 thousand pes. - 100 tons/yr -
- Platters: SR
Coffee pots
Tea pots

(3) Unit Sales Prices
Unit sales price of the product is a very influential factor in judging the feasibility

of a project. For reference in assuming the unit sales price, Japanese export unit sales
prics_:s were investigated, the result of which is shown in Table V1. 4-6.
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Table VI 4-6 Unit Export Sales Prices of Japanese Ceramic"l_‘able‘vare

Export _,_E_qurt ... Unit Sales
Volume Value ~ Price
~(tons) - (FOB J¥1,000) . (J¥1,000/ton)

-, .
o]
n

._Tea sets, coffee sets o ‘ _10,980__.;_ o _'8,796,_4_7_2 . 808
Other tableware over 32sets 5,270 4128420 783 N
Other tableware under 32 sets 34070 27,838,040 817
Total 50,230  40,762932 812
Tea sets, coffee sets 8,993 6,562,069 730
Other tableware over 32 seis 4358 27760,445 633 7 '
Othe‘r-tabl_eweire under 32 sefs_ 28,159 : -21".3'64;047 L 759
Total 41,510 .- 30,688,561 739
Tea sets, coffee sets 7,373 5,699;917' - 773
Other tableware over 32 sets 4,828 - 2,892,810 - . . 599
Other tableware under 32.sets - 26,650 - - 19_.509;815*-’" RSN £.7)

Total o 38,351 28,102,542 723

Source: Japan Exports and Imports, Dec. 1985, 1986,’_1987 "MOF

The result of the investigation shows that the FOB unit export price for Japanese
ceramic tableware is J¥758,000/ton {(about M$15,000/ton). :B_ased on the resnlt; unit sales

price in this project was assumed as M$12,000/ton, that is, 20 percent lower than the

Japanese unit export price.
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(4) Sales Forecast
Sales forecast was made takmg into consxderation the producnon capqclty, the unit
sales pnee and the operation rate at the start. The flow forecast of sales is shown in Table

VI 4-7.

| 'I-‘ja-ble VL 4‘7 ._Fo_recast_ of Sales Value

Astyr.  2ndyr.  3rdyr. and after

Production capaeity (fons/yr) o 1,200 : _1,200 . 1,200
Operatlon rate (%) L ‘ 60 90 100
_Productlon volume (tons/yr )] 720 1,080 1,200
Sales value {thousand M$) 8,640 - 12,960 14,400

4-3-5 Personn_ei Costs |

Accordmg to each job category, the number of personnel necessary for the
operatlon of this pro_lect was mvesugated The result indicates the necessny of a total of
200 persons, composed of 20 persons for administration and 180 persons for
manufactunng Average personnel costs in each job category are assumed based on the
Ttesult of field 1nterv1ews or various statistics materials available in Malay51a In this
calculation of personnel cost not on]y the basw salary but also various fringe benefits and

- bonuses were mcluded to assume an aggregate unit cost of personnel, Thus, as shown in

Table VI. 4-8, annual cost of personnel in this project was assumed as M$1,241,400.
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Table VL. 4-8 Annual Personnel Costs

Unit mohthly ~ Monthly _ Annua_l

Manufacturing Lo _ S
Factory manager 1 2,800 4M'$2,8'O(} M$33,600
Engineers 2 1,500 - M$3,000  M$36,000°
Assistant Engineers 2 1,000 "M$2,000 M$24,000 .
Foremen . . 12~ 650 M$7,800  -M$93,600
Skilled workers - 100~ 500 - "M$50,000 - - M$600,000 -
Unskilled'workers 63 250 __M$15750 M$189,000
“Sub total 180 - - '

Administration - S S e e
President 1 3,500 MS$3500  M$42,000
Administration manager] 2,000 M$2,000 M$24,000
2,000  M$2,000  M$24,000
2,000 ~ M$2000  M$24,000
1500 MS$6000  MST2000
‘Businessuien 1,500 M$3000 M$36,000

Accounting manager 1
1
4
Typists 1 S0 M$500 . MS$6000. ..
) N
2
5

Sales manager
C}éﬁcak workers

250 M$500 M$6,000

‘General servants o o
. 550 M$L100  M$13200

Drivers
Others .
_ Subtotal 20 - M$22100  MS$265.200
Grand Tol M$103,450  M$1,241,400

 (J¥621 million)
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4-3-6 Fund Recruitment Programme

The 1mt1a1 investment value necessary in thls project was assumed to be procured
from paid- up capital (1/3), long-term borrowmg (2/3) and short-term borrowmg which
would cover. other working costs. ' '

Fund Recruitment Pr ogramme ,

Pald—up capital . M3 7,850,000

‘Long- term borrowing Ms$ 15,650,000.

_ Short—term_ borrowing - working costs

Procurement condmons for borrowm g were assumed as foliows:
Long -term borrowmg j - ‘ '
10 years average reimbursement interest 10 0%
“Short-term borrowm g -
w1thm one year relmbursement interest 10.0%

4-3-7 Projeetioh of.ﬁong Term Profit ahd Loss

PIOJecnon of long term proflt and loss in thlS pro;ect based on the esumated sales
volume and. other various costs was assumed as shown in Table VL 4- 9 The various
costs not specnﬁed in the production cost were assumed to be 6:3% of the productmn unit
cost index of Japanese industries. The other costs in the sales administration cost were
assumied fo be 3.6% of the_ production unit cost index of Japanese industries, © .

o The structure of oroduction cost of Japaoese chinaware (tableware) manufacturers
is shown in. Table VI 4 10 whlch was used as the basis of the calculanon of other
nuscellaneous COStS. ' ' ' '

Long tetm fund recruitment flow is prOJected as shown in Table VI 4 11 whmh is
_based on the assumed conditions of fund procurement and borrowmg in the Funds
Recrultment Programme The value of paymem of interest based on the Iong term fund
recruxtment flow (T able VI 4: 11) is fed- bchk as the value of non- busmess expenses in the
Ionguterm proﬁt and loss prOJecnon (Table VI 4- 9)
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Table VI. 4-10 Production Cost Structure of Japanese Chinaware Industry

Average Production Cost
§ : G (J¥1,000)  Composition (%)
Avcragc Product Sales2 . - 756,809 100.0

Prgd_uctlon Cgst§ _ : .
Materials . 251,169 33.2
Labour-outside . 237,444 314
Depreciation 19,658 2.6
Utilifles.. .~ - 33,821 45
Rents . : 4,579 0.6
Others - . - 47,872 6.3
Subtotal . 594,543 8.6
‘Sglg‘s-ngegl Administration o :
Personnel ) _ 52,242 _ 6.9
.Paclgagmg-tréhsﬁortatitm ' 7,156 0.9
N Interest payable - 18,056 2.4
'Deprecmum o 3,377 0.4

"Taxes o o 5,834 0.8
) COthers . . 26,718 3.5
.. Subtotal S 113,383 14.9
o SalesProfit . . 48883 6.5
'1Average of 12 good Compames

2 Average sales value buymg Cost
. (J¥783, 017 thousand) - (J¥26 208 thousand) ‘
Source : "Producnon Unit Cost Index of Japanese Medivm and Small—
» ,sg:ale Industnes", Japan Medium and Small- -scale Industry
‘ %‘_\gcncy_ ,
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Table VL d-11 Cash Flow Esfimates:

(Unit: M$1,000)

“ . Before Istyr.

2nd yr. 3rdyr d4thyr, Sthyr.

: . gperation S
Carry-over from Previous Year 0 0 35 72775 2,604
Capital Payment '7,?350 0o -0 0 0 0
Sales Revenue .0 8,640 12,960 14,400 14,400 14,400
Cost of Products 0 7,253 9,136 9,764 9,764 9,764
Administration 0 645 836 899899 899
Total Costs S0 7,898 9,972 10,663 10,663 10,663
Operating Balance -0 742 2,988 3,737 3737 3,737
Working Capital 0 0. 2,160 3,240 3,600 3,600
Working Capital for thisyr. 0 2,160 3,240 3,600°" 3,600 3,600
Working Capital Balance S0 -2,160 . -1,080  -360° 0 0
Tnvestment | 0 1,783 1,783 1,783 1,783 1,783
Machinery and Equipment 23,500 0 o o0 . 0 0
Investment Balance 23500 . 1,783 1,783 1783 1783 1,783
Long-term Borrowing 15,650 0 0 0 "0 0
Principal © 0 1,55 1,565 1,565 1,565 1,565
Interest 0 - 1,565 1,409 1,252 1,006 939
(Amount Borrowed) . (15,650) (14,085) (12,520) (10,955) (9,390) (7.825)
Balance 15,650 -3,130° 2,974 - -2,817" 2,661 -2,504
Short-term BorroWing 0 2,800 2400 ' ',;530{): o 0 0
Principal 0 0 28000 2400 300 0
Tnterest S0 0 280 240 30 0
(Amount Borrowed)' 0 (2,800) (2:400)  (300)  (© (O
Balance 0 2,800  -680 -2,340  -330 0
Financing Balance 15,650 -330  -3,654  -5,157 -2,991 -2,504
Total Balance 0 35 37 3 2,529 3,016
Carry-over for Next Year 0 35 72 75 2,604 5,620
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4.3-8 Evaluation of the ReSlﬂtS; of the .I-ﬁ‘easi'bi.lity 'Study

Financial Internal Rate of Rcuim (FIRR) is calculated based on the long-term profit
and loss pr OJCCHOII through the penod of this.project. FIRR is the discount rate at which
the net present value of the mvestment and the net present value of the return would
balance. The result in detail of FIRR calculation is shown in Table VI. 4-12 i in which
FIRR is calculated as 8.49%‘, not such a high rate but a rate which .makes this project

tolerably viable. . |
' ~In order to increase the tate, the first measure to be taken is to ralse the unit sales
price by improvement of the product quality. On assumption that the unit sales price could
be raised 10% more the FIRR of, thlS project would be about 12%. _

As the second. measure to raise the FIRR, the change of the raw matenals from
domes_nc to imported onés would be recommended. If clay and kahon, for example, were
repl:iééd from imported to domeé.tic, cost savings of approximately M$1,000,00 per
anmim_ could be achieved. : .

This cost saving would have nearly the same effect as the 10% raise of the unit
sales price resulting in a rate of 12% in FIRR.
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Table V1. 4-12 Projection of Cash Flow and FIRR

__(Unit: M$1,000)
Profitafier
Year' Ordinary Depreciation Corporate  tax; before Investment ~ “Cash
profit o Tax  depreciation’ 0 flow
0 S S 23501 23,501
1 742 247 - 14700 - 1,470
2 2988 - 728 - 3716 S 3716
3 3737 128 - 4465 . - 4,465
4 3731 728 - 4465 4,465
6 3737 728 1,320 3316 220 2,916
7 3737 728 1,400 (3065 - 3,065
8 3737 0 728 0 14700 2985 - 2995
9 3,737 128 1,541 2924 - 2924
10 3,737 728 1,611 2,854 - 284
1 3,737 728 1,682 2,783 16083 13,300
12 3,737 728 1,682 2783 - 2,783
13 3,737 728 1,682 2,783 - 2,783
14 3,737 728 1,682 2,783 - 2,783
15 3,737 728 1,682 2,783 - 2,783
16 3,737 728 1,682 2,783 220 2,563
17 3,737 728 1,682 2,783 - 2,783
18 3,737 . 728 1,682 2,783 - 2,783
19 3,737 728 1,682 2,783 - 2,783
20 3,737 728 1,682 2,783 - 2,783

FIRR = 8.49%
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5, Méasﬁtés’fof the Development of MalaySIan Chinaware Industry

51 Speéiﬁc Problems at Present

Specific problems which Malaysia manufacturers are facing up at present were
reviewed as premises in planning of measures to dcvelop Malaysia chmaware industry,
The resuh could be sumrnarlzed as follows

- 2(1) Industrial Structure

#i-+  The major Malaysian chinaware manufacturers of raw material suj)plier groups are

i#in separate enclaves, which makes the balanced growth of the ceramic industry difficult.

it For oﬁb’; there-_is a- grotp that exports 100 percént of their products overseas while
depending wholly on ifnported raw materials, production technology, design or on the

2tmarketin g‘capabiiiiy' of their parent companies overseas. For another, there are relatively

nlarge number of local nitnufacturers that produce traditional types of decorativeware as

“i souvenirs. They mame depend on the traditional productlon technology and raw materlals

“Iocaﬂy avallable T v
Dy .00 ‘
(2) Institution

3

b ;-Malaysi;i: lagks a public institute or organization fo support its ceramic industry
_n:= group,and almost no assistance in technology, market information or engineering training
._!Hh_aé been done. - In addition, a relatively low import tax on ceramic products and a high
; Jﬁggp_and forichinawa,ra products not produced in Malaysia combine to force the very large

variety of imported chinaware products, - .~

® Raw Materials

) h:,,. Malaysxa abounds w1th major.. ‘mineral, materials- essentially used for chinaware

;(producﬂon such as Kaolm or pIastic clay.. Unfortunately, however, these raw materials are

Shot fully unhzed for the productlon of hlgh value added products. This s partly because of

udhe Iow [Quality of mineral resources ;presently. produced in-Malaysia but mainly because of

- the Iack of mvestigauon for better utilization of materials. and the lack of suppliers who
_ could supply a consistent gradc of various kmds of clay material. '



Although there are two major kaolin processmg plants in Ipoh their products are
rmmly for paper and other industrial tses and not speetﬁcally for ceramic tndustues

G Managemeut and Markeﬁng

Small domestic maxket size is one of the majm pxoblems for chmdware producuon
as well as for miost other industrial ploductlon in Malaysxa In addition to the smallness of
the total matket size, the diversified demand of consumers from top-quality products to
low-end products make the prbd_uction volume of each'product[i_tem even smaller.. This
limited market size is largely preventing the autonomous _growth of chinaware
manufaetux__'ing"_ip Malaysia. Many local companies are small family owned firms except
'. those,of_ fo'reigr_l capita] companies, They are managed-wi_;hout modernized management
_ methode aud facilities for quality control.. In feet_, they often lack even the concept of
quahty control. | , L o ‘ ,

Except for some foreign subs1d1ar1es most Maiayman chmaware manufacturers
lack the capability to develop their own des1gn -They mostly follows. the tradmonal
: de51gns or imitate the designs of foreign products, As long as they stay in this stage itis
 rather difficult for them to achieve enough competitiveness in the export market An sales _
activities, they take mainly the most primitive traditional sales method, selling dlrect to
consumers from their own shops adjacent to. their plants. . Consequently, many of them
lack in experience or know-how of exporting procedures. ST

As the ceramic industry in Malaysia belongs to the re_Iativelly-eapit_al-iutensive
category, the modernization - of. facilities Tequires considerable investment funds.
However, because-of the smallness-of most of the ehinewai'e'-manufactureré,' MalaySi‘an
- financial organizations' do not:show much - interest: in‘the financial stipport for théir
equipment intvestment. In-addition to this, there is another probleny of underlymg assets
being too weak to borrow necessary funds from financial sources. o -

(5) Production Technology - R

-Chinaware manufacturing is-an industry-in whlch Continuols product development
~efforts are needed in order to produce the h1ghest qualxty products makmg best use of
small in scale. Most of them rely either on dlreetty lmported produetlon technology or On
-traditional -production ‘miethods, ‘and have not: enough capabtllty to develop thexr own
technology best fit for theu'condtuon S I B e e
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In production process and quality control, a great gap in technical level can be
pointed out between local r'nanufac"t'ﬁrer's'depen"ding on traditional methods and foreign
subsidiaries who are export oriented.

" Taprovement in technology and capability in‘each level of engineers and workers in
chinaware manufacturers in Malaysia is ari é_'s"séh"tial'mattcf.‘ Unfortunately however, in the
Malaysian ceramic industry, there can be found almost no training facility, either private
nor public, capable to train engineers or workers. The present situation is that they rely
exclusively on their own experience attained through on-thé—jo-b- trainin g at their factories,
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5.2 Measures to Promote Malaysian Chinaware Industry . j B

Some kmds of measures considered to solve the spemﬁc problems whlch have been
reviewed in the preceding paragraph are as f0110w3' '

(1) Problems in the Indusfrial Structure -

In order to solve the pfoblems of ceramic manufacturers located in"separate
enclaves and lacking mutnal relationships, a measure such as establishment of an industrial
association could be recommended.

Although there is a ceramic association called "The Malaysian Ceramic Industry
Group”, it is not a formal organization, and do not necessarily cover all of the tableware or
ornancn: manufacturers,

An associated union such as recommended here would have to meet the
requirement of activities such as mutuoal technical exchange or collection in common of
market information.

Also, it is recommended that the possibility of construction of a ceramic industrial
complex mainly constituted of materials suppliers, testing and research institutes, be

examined,

(2) Institutional Problems

In Malaysia, the establishment of a governmental pb]icy of a supporting system in
~ institutional approach for the development of the chinaware industry is largely belated.

In particular, the establishment of testing and research institutes or training centers
is urgently required. A preliminary survey is necéssary for the start of production of items
which are not produced at present domestically For this purpose, it is also necessary to
promote and activate the inducement of investment of foreign compames who have know-
how in production and marketing.
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(3) Problems of Rﬁw Materials

In order to produce high quality clay and kaolin, essential materials for high quality
chinaware, a better method of exploration and mapping operation for these materials is
needed. The deﬁelbpment of techniques in material mixing and refining for effective
utilization of domestic raw materials is also needed. A feasibility study for the
establishment of a ceramic raw material suppliers group or institute which is capable to
supply consistent quality to ceramic manufacturers, and the study of the possibility of
common utilization of raw materials among manufacturers would be recommended.

(4) Improvement of Management and Marketing

For the modernization or the enforced external competitiveness of Malaysian
chinaware industry, management training is neccésm’y. To meet that requirement, facilities
and programmes of training should be established.

In order to develop the small-sized Malaysian chinaware manufacturers into export-
oriented companies, it is essential to provide them with governmental support in the fields
of information of overseas markets, overseas inérketing, training of in export procedures
and more effective implementation of the export financing system. For the financial needs
- for capital investment to modernize .their major facilities, some kinds of supporting
measures which make the funds available on sofi-terms would have to be established
because of the difficulty of fund recruitment, which most Malay'sian manufacturers seemt to
be faced with.

(5) Improvement of Manufacturing Technology

In Malaysia, except for foreign subsidiaries, there are many small companies which
cannot compete in the field of technology with foreign manufacturers.
 First of all, gOVemment supports are needed in the field of ceramic concerned
testing and research institutes or training facilities where comprehensive activities in raw
material mixing, technique of burning, inspectioﬁ of product, quality control or design

. development would be expected. Promotion of financial and technical cooperation with

foreign companies with top quality produciion know-how would also be needed.
Meanwhile, efforts by the private sector would also be necessary for the improvement of
technolegy through technical exchange and mutual cooperation among themselves.
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VI GLASSWARE
1. Overview of the Industry

1-1 Glassware Production in NIdlaysia

... There.are only four manufacturers in Malaysia which arc presently producing
glass. products from mineral raw materials, Among them, one is a sheet glass
manufacturer and thc—other three are glass container manufacturers, A small volume of
glass tébleware_ is also produced by: the glass container manufacturers.

From the_'rcsults of the field interview survey, the total annual production volume
of glassware (excluding sheet glass) is estimated at around 112.8 thousand tons (metric
. tons) in 1987, of which about 33.0 thousand tons are exported.

Glass Containers

At present there are the following three local manufacturers which are producing
glass bottles of various sizes:

- Malaya Glass Bhd.
- Kuala Lumpur Glass Manufactures Co. Sdn. Bhd.
- Jg Containers Sdn. Bhd.

With total production capacity of 415 tons per day, they produce glass bottles used
for soft drink_s, breweries or'processegl foods. Bottles are supplied on a contractual basis
in flint (colorless), "at'nb’e; (dark brown) or green color. All the domestic requirements of -
these glass botiles are presently met by the above three local manufacturers with imports
Sﬁpplem‘eni:_ing a small volume of the requirement for sizes not produced locally.

Glass tableware
7 Their are no manufacturers exclusively producing glass tableware in Malaysia,
- The three local manufacturers of glass containers are, however,producing a small volume

~ of glass tableware. The production volume of their glass tableware production in 1987 is
eStimate_d at around 2,750 tons.
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Other glass products

Other glass products except for containers and tableware in Malaysia are not produced
from raw mineral resources but are processed from semi-finished glass products. They

ares

~-Optical glass: A joint ventire be’tweénrMa.l'z'inia and-a Gemian firm is producing
optical glass in Malaysia and éxporting 100% of their prbducts’ abroad. Presently,
their activity is confined to grinding and polishing im’por't:e’d blank‘s. :
Pharmaceutical glass: - The same firm above mentioned -prodj.'lces_sm_all sizes of
glass containers for pharmaceutical use makin g use of 'im_pértéd glass tubes.
Chemistry, general laboratory glassware: ~ Such - glassware as flasks or
measurement cylinders is produced by the same firm mentioned above. The work:
in Malaysia is confined only to such finishing work as scale-making on imported
semi-finished products. | : ' -
Electrical glassware: There are three firms currently producing incandescent and -
fluorescent lamps in Malaysia, but most of the raw materials including the glass
tubes and bulbs are imported. L '
Mirrors: A subsidiary firm of the domestic sheet glass r'nahufad_urér started the
production of high-standard mirrors in 1987 makin g use of domestically produced
float glass. 80% of this output is exported mainly to the U'S.

1-2 Export and Import

Malaysia was still a net importer of glassware in 1987. The trade imbalance in
glassware has been improved considerably due to the rapid increase of exports in recent
years. S . R — .
The total export value of glassware in 1987 was M33,9 million showing a rapid
average annual increase rate of 17.6% during 1983-87. The major export item was glass
containers occupying up to 84% of the tbtai export. Major export markets were
Singapore and Hong Kong.
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Table VII. 1-1 Export Flow of Glassware in 'Malaysia
(Unit: M$1,000)
1983 1984 1985 1985 1987

Glass containers 12,552 10,225 22,357 24,854 25,568

GlassWa_re for ofﬁc.e/l.lousc use 2,504 2,280 2,086 1,269 1,366

Laboratory/hygienic/ | | e '

Pharmaceutical glassware 2,632 3337 5241 3287 4,658

Decorative glassware, blinds and beads 7 27 5. 3 9

Others o 1212 35 292
TOTAL . | 17,695 15,870 30,004 20448 33,892

Source: Malaysian Annual Statistics of External Trade 1983-1987

The total import value of glassware in 1987 was M$39.2 million. The major
import item was glassware for office and household use, occupying about 65% of the
total import. '

Table VII, 1.2 Import Flow of Glassware in Malaysia

(Unit: M$1,000)
1983 1984 1985 1986 1987

Glass containers : 4,612 2,857 3,604 1,730 5,102

. Glaséwarc for office/house use 32,328 26,781 33,802 29,179 25,253

Laboratory/hygicnic/

phairméiccutical glassware 3,623 4,414 4,890 4,639 4,298

Decorative glassware,

blinds and beads 1,532 450 867 430 718

Others . 100 59 64 92 3,874
~TOTAL . 42,195 34,562 43,257 36,070 39,246

Source: Malaysian Annual Statistics I,of External Trade 1983-1987
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1-3 Supply and Demand

Glass Containers

The total market size of gléés ¢ontainers in Malaysia (at manufaciurers and
importers' sales value ) is estimated at around MS57,0 million in 1987, Compared with

the production capacity of the three domestic 'manuf_acturers, the market size is still small,

Table VII. 1-3 Estimated market size of
Glass Containers in 1987,

(Unit: M$ Million)

Domestic Production ' 76.0 a)
Imports : - 74 b
Export - o 15 c) |
Size Estimated 55.9 .

a) Estimate based on the field interview -SUII'IVByZ

b) Estimate based on Trade Statistics, 30% of import duty and 15% of importer's
margin are taken into consideration - '
¢) Estimate based on Trade Statistics

The glass container market is in an oversupply condition not only in Malaysia but
also in Asian nations as a whole and the competition in the major export markets is very

severe.
Glass Tableware
The market size of glass tableware in Maiéysia is éstimated_ at around M$43.5
million. Most of the market demand is presently fulfilled by imported products. The

locally produced products are limited i'tems of rather low-énd products. They are all
produced by glass confainer manufaciurers.
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Table VIIL 1-4 Estimated Market Size of
Glass Tableware in 1987

(Unit: M$ Million)

. Domestic Production 1.8 a)
Imports o 417 b)
Market Size Estimated 43.5 '

-a) Estimate based on the field interview survey
b) " Estimate based on Trade Statistics. A 50% of import duty and a 15% of
import's margin are added.

~ A plan to start production of glass tableware in Johore from September 1988 has
been announced.
Other Glass Products
All of t_he other glass products are processed in Malaysia making use of setni-

finished glass products. Except for eleciric lamps, most of the products thus finished in

Malaysia are éxported.* -
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2. Present State of Production

2-1 Production Process and Specifications

Because the glassware industry is a h1gh1y capital intensive mdustry, there exist a
small number of world- w1dely known g,lassware processing machine manuf; actarers. By
them the production process is mostly standardized 111ternat101mlly All of the three local
glassware manufacturers in Malaysia are also followmg this standardized production
process. That is; raw material selection ~-> purch'ise and stordge --> batch preparation --
> melting --> forming > anneahng > smgie line mspectmn -~ casing or packaging.

As for.the computer control System, one of the firfiis has already installed 3 sets of
control computers of forming machines which were very recently developed. Another
firm is also planning to introduce a new computer conirol system. From the cost
advantage, however, some manual operation processes are left in all of the firms. Along
with the very modernized equipment, models of machines which are already obsolete are
still in use.

2-2 Technical Level

Glass contamers Each of these local manufacturcrs of glass contamers has a
continuous technical tie- up with one of the w011d's Ieadmg glassware manufactmcrs and
each of them has sufficiently high level of technology. Taking the seed counts, for
example, the average standard in Japan is said to be around 20 pes/ounce. In one
company in Malaysia seed counts of about Spcsfounce are reported, while in another,
50pcsfounce. In general, however, all of the domestically produced products are weH
accepted in the local market. '

Glass tableware: At present, there are no exclusive manufacturer of tableware in
Malaysia. One of the glass container manufacturers produces glass tableware making use
of a 12-head press-machine. The production capacity of the press-machine is around 7-8
tons per day. Other glass container manufacturers are producmg tableware by the same
IS machines which are used for bottle forming. Because of the machme constraint the
proclucuon items are limited to such products as tumblers, jugs or cups. Because all of
these firms produce tableware from the same melted glass used for glass bottles, the
product quality for glass tableware is not hlgh
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2-3 Product Development

As for the production of glass containers, all of the local firms believe that this
product quality level is_niostly' satisfactory. Further, they are all in a condition such that
all of the modera production technologies are obtainable mainly from their technical tie-up
partners. A relatively recent new product development was one-way bottles. At present,
however, most of the firms have already acquired the production technology for one-way
bottles. :

Although the quality level of glass tableware is still inferior it is considered to be
not because of their technology level, but mainly of their passive attitude toward the
production of tableware.

2-4 Sales Strategies and Rusiness Administration

From the nature of their products, all of the local glass container manufacturers
sell their products directly to industry users as soft drink manufacturers, breweries or
- food processing firms. They also export a considerable share of their products. But the
major market is mostly confined to Singapore. Exporis are made directly by the
manufacturers. _

Due to very severe competition both in domestic and in export markets, the
- financial achievement of local manufacturers is not necessarily good. Except for one firm
which has a relatively strong sales route to their parent companies, other firms recorded
financial losses continuously for the past 4-5 years. The major factors which induced
these unsatisfactory financial achievements are reported as follows:

1) Due to the very small domestic market size, the production volume per order is
small, which requires frequent job changes and reduce productivity; and

| 2) - In order to compete in the very competitive markets, additional capital
investments are often required, the financial burden for which is very heavy.
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2.5 Relationship with Periphery Industries

Except for some minor points, no big problcm was raised from any glass
container manufacturer for their relatlonshlp with perlphery industries. Major’ 1aw
muaterials are locally available. Although some iaterials as soda-ash or 1ubr1c1nt 011 are -
imported, there are no problems with theu supply. -

The major problems are as follows:

1. The expansmn speed of domesnc bottle demand is unsatisfactory.

2. The distribution channel for the domestic tableware market i is more comphcated
compared with that for glass containers.

3. In the past, the trade imbalance of container cargo between Malayma and Hong
Kong created a problem for regu]ar Sh]ppmg
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2-6 Raw Materials

2-0-1 General

For the production of glassware, a variety of mineral resources are used. Among
them, the most importaﬁt mineral material is silica sand, which abound in Malaysia.
Beside silica, lime-stone and dolomite are also locally available, The rest of raw materials
are mostly imported, of which soda ash is the largest item, Other raw materials are
imported in small quantities. '

2-6-2 Silica San:d '

Silica sand deposits which have a high silica and low iron content are found in
abundant quan'tikies in Malaysia. Such deposits are found around the coast of Trengganu
(districts of JﬁmbuBangkok, Dungun and Marang), the east coast of Johore from
Mersing to Pexigcra'ng', Sarawak (Bi'ritu'lu,‘Roban) énd Perak. In addition, there are large
deposits of mining sand in t_hc éx-mining areas, particularly in Perak and Selangor.

Deposit at Trengganu: The biggest kiiown reserves of silica sand in
Peninsular Malaysia exist in the state of Trengganu. These deposits are as yet untapped.

According to the chemical analysis results conducted by the Geological Survey
' department, the grain size distribution and chemical composition of the silica sand in
Trengganu are very consistent. With the low FeyOs3, content ranging from 0.02-0.05%,
the quality of silica sand is judged to be satisfactory for the production of various kinds of
glass products such as flint glass bottles, or tableware.
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Table VII. 2-1 Major Chemical Composition of
Silica Sand in Trengganu

(Unit: %)
(Kampong Rantan Abang Axea)
- Si0, ' - 068.99 - 99.77
FeyO3 - : 0.03-0.02
~ {Bukit Senyamok Area) '
' -Si0y ' 99.5-99.30
Fe)03 0.037 - 0.047
(Bukit Rantau)
Si0, 99.30 - 99.50
FerOy 0.025 - 0.029

Source: 'Geological Survey Department

| The total volume of s1hca sand reserves in Irengganu is very roughly esumated at
1.0-3.0 million tons. This silica sand existsin a relatlvely a long and narrow area along
the seas coast. The thlckness of the sand layer is only 0.5-2. 9m Because of this layer
state of the sﬂ;ca sand and the mconvcment location for transport, the export of silica sand
in Trengganu as unproccssed mmeral raw matcnal would be difficult. -
. Deposit in Johore: In the south eastern region of Johore exists, a largc and
- worked area of silica sand depoalts It covers an area of approx1mately 10, 000 acres and
is currently worked on a joint venture ba_szs_ by the Johore State Economic Development
Corporation According to the investigation results 'con'ducted by ﬂle-GeOI'ogicél Survey
Departmem the volume of silica sand reserves in Kuala Jemaluang is estimated at around
0.3 million tons and that in Tanjong Penawar at around 0.1 million tons. The Fe2 03
content varies between 0.1-0.7%. Because of this wide difference in iron content, the
sand from Tanjong Penawar could be used for a wide variety of glass products including
both flint glass containers and glassware but that from Kuala Jemaluang could be used
only for a limited use such as colored bottles. '
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Fig, VII 2-1 Locality Map of Silica Sand Deposit in Peninsular Malaysia

1. Terengganu State, Dungun Area
2. Johore State, East Coast

Johore Bahru
2

Singapore
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Deposits in Sarawak: Deposits of silica sand suitable for glass manufacture are
located north of Bintulu, near Sematan, Lundli, Santubbrig, Roban and in the Baram
Valley. o |

The most important deposit is located near Kidurong, Bintuln where a total reserve
of 3 million tonnes of excellent quality silica sand is available. A joint venture company
among the Bintulu Development Authority: (BDA) and local manufacturers is now
exploiting silica sand and exports 100% of these products to Japan after refining. Product
quality is reported to be very high with the SiO, content 99.3-99,6% and the FepO5

content 0.004-0.017%.

2.6-3 Limestone and Dolomite

In Peninsular Malaysia, major limestone occurrences are in the west-"c_cias't',
especially in the state of Perak and Batu Caves in Sellang'o_r'.' "The bulk of limestone
production is being sourced'by-the- conStrﬁction, cement and glass industries, with the
remainder being shared by the iron éind_ steel industry and the chemical aﬁd allied

industries. For the glass industry, high purity deposits of limestone and dolomite are
readily available. '
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Fig VII 2-2 Locality Map of Silica Sand Deposit in East Malaysia

1. Bint‘uh;,-SataWak g 5 Kota Kinabag'
‘ Z.Ku'(‘,hiﬁg, Lundu, Sarawak -

' : 3. Kuala:Penyu
3. Kuala Penyu, Saba_\.h . _

Sabah
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3. World Market Trends

3-1 International Glassware Market

In this chapter, the world glassware market 31ze and structure have been reviewed
from recent export and import statistics. The :ecent malket trends and the changes of
major suppliers and consumption markets were examined. N

Along with the review of the world market, the production capacities of glassware
in countries nelghbommg Malay51a were 1nvest1gated, in which the large supply capability
of Indonesia was particulaﬂy noted. ' : :

As for Japan, which has the capability of produce hlgh quahty products but faces
the big p_ro_blem of sudden yen revaluation, the cutrent industry situation and the major
problerns_that they presently face were reviewed. ‘One of the countries on which Malaysia
manufactirers should give high attention would be Korea. Korcan manufacturers have
high technology to produce lead crystal glassware and aggressively penetrate the world
market. Those kinds of measures that the Korean manufacturers and government have
taken in order to reduce production costs, to improve product quality and promote exports
have been investigated.

Lastly in this chapter, the recent market trends of Furope, which is the largest
consumpiion market of glassware in the world, is introduced..

3-1-1 Overview of the Industry

The total import value of glassware world wide in 1985, according to the 1985
International Statistics Yearbook compiled by the United Nations, was more than US$3
billion, and the average annual increase after 1983 was 1,3%. Regionally, Europe was
the largest market, accounting for 47.8% of the total impm’f value, followed by North
America, Asia and the Middle East, accounting for 26.9%, 8.8% and 5.8%, respectively.
Among major importing countries, the largest one was the U.S., accounting for 21.6% of
the entire import value. West Germany, accounting for 8. 1%, the United Kingdom
8.1%, France 7.4%, and Canada 5.3% followed Italy (See Table VII, 3-1 and Flg VII,
3-1)

Oun the other hand, Europe was the largest supplying (exporting)' region of

glassware, accounting for 80.0% of the entire export value in 1985. France, acc_Ounting
for 24.1% of the entire value, occupied first place followed by West Germany 16.6%, -
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Italy 10.2%, the U.S. 6.1%, the U.K. 5.7% and Australia 5.6%. (See Table VIL 3.2
and Fig. VIL 3-2)
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Fig. VIL3-1 World Glassware Markel
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3-1-2 Export and Import of Glassware from and into Malaysia

Bxport statistics of Malaysian glassware in 1987 are shown in Table VIL 3-3,
The largest impoftihg .C.(.)i'l.l'ltly of Malaysian glassWare’ was Singapore, accounting for
65% of the total export value of the productq in 1987, By product item, more than half of
the productc; exported to Smg'\pore were glass conmners Followmg Smg,apore, in value
of 1mp01t of MaIayslan glasswale were Hong Kong, accounting for 9.5%, Pakistan
5.8%, Thailand 3.5%, the Philippines 3.3% and Bang,ladcsh 3.3%. These five countries
together accounted for 90% of the total export value of Malaysian glassware.

| By product. item, the export of glass containers was especially fo_cused on
Singapore, accbi_mting for 77%. Hong Kong, accounting for 11%, followed Singapore,
and these countries were, by far, the largest importing'countries of Malaysian gl'ass
containers. Export of glassware for laboratories varied among nations mcludlng
Pakxstan Thaxland Bangladesh and the Phlhppmes

" ‘The statistics on import of glassware 1o Malaysia are shown on Table VIL 3-4. In
1987, France was the Iarges.t country to have exported glassware to Malaysia, accounting
for 4_3.7% of the total import value. Singapore, accounting for 8.9% of the total import
value, Indonesia 8.2%, Korea 7.8%, Japan 5.9% and West Germany 5.0% .fo_ﬂowed
Fran'c_':e'. By category, the iargest impdrted product item was household and office
glassware, of w.h_ich the major products were glass tableware. France, accounting for
61.3%, held the largest share of that supply followed by Indonesia, Korea, West
Germany and Japan, accounting for 12.3%, 12.2%,.4.2% and 3;5%, respectively.
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Table VIL 3-3 Export of Malaysian Glassware by Country/Area of Destination, 1_987 |

(Umt M$1 000)

g Glasswwre Glassware Glassware

G]ass Househ01d/Expenment/Decoratlon/ : ):'(')'the.‘rsr T_é)t_&l o
Contamers Ofﬁce Use Lab Blmd Lace . e
Singapore 21231 406 189 3 97 21,926
HongKong 3,160 17 = 3_3 I 0 3212
Pakistan 62 - 18 o 0 1953
Thailand - 22 1,169 0 - 1,191
Pluhppmes 0 746 357 B 2 _;6:' L1100
Bangladcsh 410 0 698 0 . 0 - 1,107 A
~ Babrain 953 0 0 O 0 953
Austalia 746 19 0 1 1 766
Seychelles 393 00 0 3 395
US.A. N 97 1 161 270
Indonesia 194 12 19 0 - 225
Brunei 138 3 1 0 2 174
PapuaNew Guinea 190 0 0 00 190
Fed. Rep. of Germany 1 54 106 0 0o 172
Others 90 35 98 1 22 246
Total 27180 1311 4,658 9 276 335890 -

Source: Maléysi'an Annual Statistics of External Trade -
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Table VIL. 3-4. Import of Glassware to Malaysia by Country/Area, 1987

(Unit: M$1,000)
Glasswaré Glassware Glassware
" Glass Household/Expetiment/Decoration/ Ot_hefs ~ Total
. _ Containers Office Use ~ Lab Blind Lace - o
France 823 15497 825 0 5 17,150
Singapore 1,063 0 49 68 2316 3,497
Indonesia _ 79 3,11' 17 1 8 0 - 3,214
Korea, Rep.of 0 3078 = .2 2 0 3,082
Japan 66 892 1,297 79 0 2,334
Fed. Rep. of Germany 87 1,072 518 282 1,960
United Kingdom 478 0 644 8 157 1,288
Taiwén 1,058 0. 90 97 42 1,287
P.R.C. N 91 642 291 1 19 1,043
Ttaly . 137 497 6 54 131 826
U.S.A. 33 0 283 20 358 694
Australia 1 282 27 238 39 587
Hong Kong 168 27 1 18 178 392
Tndia E S § N & 4 230 344
Belginm 267 54 2 2 1 326
‘Denmark 14 6 10 72 2 104
Others 722 78 160 45 114 1,119
 Total 5102 25253 4,298 718 3,874 39,247

Source: Malaysian Annual Statistics of External 'Trade
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3-1-3 Production of Glassware in Coumtries/Areas Neighboring Malaysia -

(1) Manufacturers of Glass Containers

Every country nelghboung Mahysm except for such small counmes as Singapore
and Hong Kong, pmduces sufﬁcmqt volume of glass contamcls ‘to meet domestic
demand. Most of them have pxoduction capacities whlch me beyond of domestic
demands, and it is supposed that these countries produce excess glassware although an
increase in demand for glass'botﬂes has becn observed recently. ,

Profiles of some leading glassware manuf’xcturers in countries ncighbormg '
Malaysm are as follows:

‘ Indonesm 7 )
In Indonesm the Kedaung Group, Wthh has followmg 5 compamcs opcratmg in

the glass industry with 6 planis, plays the major role in the glassware industry:

1. P.T. Kedaung Industrial Ltd.

Site . :Jakarta
Establishment _ 11971 _ :
Production Capacity :3 furnaces, 180 tons/day
Expoﬁ Ratio :90%

2. P.T. Kedaung Subur ‘
Site V:Surabaya Medan
Establishment : 1975
Production Capacity 53 fumaces, 180 tons/day
Export Ratio | :30%

3, P.T. Kedaung Medan Industrial Ltd.
Site :Medan
Establishment 11980
Production Capacity :2 furnaces, 120 tons/day
Export Ratio :30%
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P.T. Kedaung Medan Gelas Industrial Ltd.

Site - :Semarang
Establishment 1982
Production Capacity: : furnace, 60 tons/day
Export Ratio 70%
5. P.T. Supreme Indo-American Industries |
Site ' :Semarang
Establishment ' :1982
Production Capacity :2 furnaces, transtucent glassware 0.25 million
R gross/year
Export Ratio :80%
The Philippines
1. San Mi'gu'e.l Corporation
Site o :Manila, Cebu
Technical Assistance :Rockware Glass (ended in 1986)
Number of Employees :1,700
Production Capacity :5 furnaces 3 furnaces have capacity of 127
- o ' tons/day each)
2. Pacific Enamel & Glass Mfg. Corp.
Site :Manila
Technical Assistance :Rockware International
Number of employees :300 '
Production Capacity :2 furnaces, 105 tons/day
3. Union Glass & Container Corp. '
Site SR :Manila
Technical Assistance :01
Production Capacity :2 furnaces, 360 tons/day
4. Asia Brewery Glass _ '
Site - :Manila
_ -'Téchn_ic'eﬂ Assistance Rockware International
Numbér of Rinployees- 400
Prodlibt.ioni Capacity = :Notavailable
5. U_nion Industries _
Site : :Manila
Production Capacity :3 furnaces, 120 tons/day
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6.

Ruby Industrial Corp.
Site _
Production Capacity

Thailand
1. Bangkok Glass Industry Co., Ltd

2.

w

4,

Site
Technical Assis’tant_:c

Number of employees

Production Capacity
Thai Glass Industries Ltd.

- Site

Technical Assistance
Number of Employees
Production Capacity
Bangna Glass Works
Site .
Number of Employees
Production Capacity

Sxdm Glass Industry Co,, Lid.
Site _

Production Capacuy

Union Glass Co., Ltd..
Site '
Production Capacny

Taiwan

1.

Taiwan Glass Industry Corp.
Site
Production Capacity

iManila

:Not available

_,:Suburbs of Bdngkok

_:Ob_erland Glass GmbH. .

500

2 furnaces, 300 tons/day

:Bangkok

ACE.

:1, ()()0

4 furnaces 530 tons/day

_ :Bangkok

12,400

:2 furnaces (presently 5 furnaces,

300 tons/day

. :Ban gkok

:2 furnaces, 165. tons/day

:Sdmutprakdrn ;

:5 furnaces, 165 tons/day

- Taipei

:2 factories (Glass 0011ta1ne1)

2 furnaces, 350. dons/day (Giass tableware)
1 furnace 40- 50 tons/day
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2. Hwa Hsia Glass Co.

Site . : ‘Hsinchu
Number of Employees 1320
i P_roductipn Capacity . :2 furnaces, 130 tons/day

. .3, ‘Formosan Glass Corp.
Not available - P N
4. TA Hsiang Container. Ind, Co., Lad."
Not available :
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3] Mﬁnul’acturers of Glass Tableware

The number of manufacturers to prodice glass table\&ax‘e in countriés neighboring
Malaysia is relatively small, compared with those who produce glass containers. In any
of the countries, the situation is similar to that in Malaysia in that tiost of the glass
tableware is produced by the same manufactirers which produce glass containers, and
" many manufacturers are trying to diversify their products from glass containers to glass
tableware. | |

Major _mﬁnufacturers producing glass tableware in major countries neighboring

Malaysia are shown below:

Indonesia _
P.T. Kedawung Subur Ind. Ltd.
- P.T. Pabrik Gelas Elok
The Philippines

Union Industries Inc.
Thailand

Asia Glassware Co., Ltd.

Thai-Ncip Glass Factory Ltd.

(3) Manufacturers of Light Bulbs and fluorescent Tubes

Thailand, Indonesia and the Philippines are the three countries where light bulbs
and fluorescent tubes are turned out. Profiles of manufacturers of the products in those
countries are as follows:

Taiwan
1. P.T. Sinar Angkasa Rungkut
Site :Surabaya
Technical Assistance :NEG
Production Capacity 19 tons/day
Product Items ‘Fluorescent tubes 13 mil.pes./year

- :Incandescent bulbs 54 mil.pcs./year
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2. Philips Radin

Site

Technical Assistance
Production Capacity
'Product Items

. Sibalec

Site

Production Capacity
Product Items

. P.T. Sarana Gatra Utama
Site

Technical Assistance
Production Cé_pacity
Product Items

The Philim)jnes

1. Philippines Glass Bulb
" Site

‘Technical Assistance
Production Capacity
Product Items

Thailand
1. Lee Electric Glass Co., Ltd.

Site _
Technical Assistance
~ Production Capacity
Product Items

Surabaya

:Philips (Netherlands)

:2 furnaces, 10 tons/day
:Fluorescent tubes 12 mil.pes./year
:Incandescent bulbs 36 mil.pcs./year

Jakarta

:30 tons/day

:Fluorescent tubes 24 mil.pes.fyear
~;Incandescent bulbs 72 mil,pcs./year

:East Java

:Tungsram (Hungary)

:17 tons/day

:Fluorescent tubes 12 mil.pes./year
:Incandescent bulbs 30 mil.pcs./year

:Manila

:Philips (Netherlands)

:10 tons/day

:Fluorescent tubes 6 mil.pcs./year
:Incandescent bulbs 24 mil.pcs./year

:Bangkok

:NEG

:34 tons/day

:Fluorescent tubes 30 mil.pcs./year
:Incandescent bulbs 54 mil.pcs./year
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2, General Glass Co., Ltd,

Site - :Bangkok

Technical Assistance, . :NEG o

Production Capacity :30 tons/day S
Product Items : :Fluorescent tubes 30 mil.pcs.yyear

o - . Incandescent bulbs 30 mil pes.fyear
3, Thai Toshiba Fluorescent Co, - :
Site ' - :Bangkok

Techm'bal Assistance :Toshiba Glass
Production Capacity - :18. tbns/day _
Product Items ~ :Fluorescent tubes 12 mil.pcs./year
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3-2 Thailand

3-2-1 Production and Demand

At present, ‘there are about 21 factories which produce glass tableware and
'orhaments Some large scaie industries pr oduce many kinds of glassware including
bottles, whwh are the main products Most of them are snuated in Bangkok which is the
biggest market in the country, or nearby pxovmces such ‘as Samutprakam and
Nakomprathom Leadmg manufauturers and their produetton capacities are shown in
Table VIL 3:5;

The dctual productton capac:lty is approxxmately 80% of the nommal furnace

capacity. In case of oper. atlon at higher capacity, the quality of the glass products will be
lower. Therefore, the actual productton capacity is estimated at around 63,600 tons/year.
The productlon figures compiled by the Department of Business Economics between
1978 and 1983 are shown in Table VII. 3-5. There is no official or reliable industry
records after 1983. The actual production in 1987 is estimated by an industrial source at
about 54,000 tons, |
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Table VI, 3-5 Glassware Manufacturers in Thailand

Furnace Capacity: Tons/Year) L
Name Total Tableware
- Capacity Ornaments .

_ _ : _ ~ Capacity,
1. Thai GIaSS'inﬁlistriés Limitedl 157’_9_00 o 28,000 |
2. The Glass Olgamzanonl 1022200 5,000
3. Union Glass Co., Ld. 1)(8()1)2 _ 21,900 4,500
4, Ocean Glass Co Ltd (BOI)2 na. 21,000 -
5. Thai Neutral Glass Ltd. onas 4,000
6. Oriental Glass Mfg, Co., Ltd. ~ na 3,000
7. United Glass Co. Ltd.  na. 4,500
. 8. Siam Glass mdustry Co., ltd. . . na 7 =4,.5_007
9. Others, e.g . n.a.
- Kong Thavon L.P. |
-T. Yongkiat L. P.
- Thai Lucky Glass Co., Ltd.
- Union Victors Co., Ltd. -
- and an additional 9 small producers : - 5,000
Total Furnace Capacity 7'9',500
Actual production Capacity (80%) L 63,600

Notes  1: Factories which produce both glass bottles and tablewarefornaments.
2: Firms which have been promoted by the Board of Investment.
Sources 1: Ministry of Industry
2: Association of Thai Industries
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Table VII, 3-6 Production of Glassware-

Year . : Production.Vohlme (tons)
1978 19,276
1979 23,738
- 1980 24,600
1981 25,380
1982 £ 27,000
1983 - 29,800

Source: Department of Business Economics, Ministry of Comimerce

.. Atpresent, Ocean Glass Co,, Litd. is the biggest producer of glass tableware. The
company 'w_as_f:':}tablié;héd in 1979 with a registered capital of 100 million Baht with a
prom‘ofional certificate from the Board of Investment (BOI). It is equipped with the most
advanced technology in Thailand. The factory is located on a 32-acre plot of land in
Bangpoo Industrial Estate. The Production facility and its technology were supplied by
Sasaki Glass of Japan. After scveral years of assistance from Sasaki Glass, Ocean Glass
can now operate by itself. Glassware products produced by Ocean Glass vary in many
shapes and sizes, ranging from traditional glassware to products for OEM. The products
include tu"mbléré; a-shtriij".s,-pla.tcs, bowts, tea cups, beer mugs and coffee cups.

Nearly 80% of all the raw materials required for glass production are available in
Thailand. These includf_: sand, limestone feldspar and dolomite. Other materials such as
soda ash, coke powder, sodium sulphate, selenium powder or cobalt oxide have to be
imported, ' '

Domestic demand can be estimated. from actual production plus import minus

(ﬁ_xport. The demand durin'g 1978-1983 has been calculated by the Ministry of
Commerce, the results of which are shown in Table VII. 3-7.
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Table VIL.:3-7. Dome’sﬁc Demand: for G&s’Sware

Year Domestic Demand (Unit: tons)

1978 19,643
1979 . 23,931
1980 25,234
1981 | 25,067
1982 26,706

1983 30,507

Source: Ministry of Commerce . .
The Industrial Finance Corporation of Thailand fotecasted that there would be -

average annual growth of 9% between 1984 and 1988 Tablé: VII 3:8 shows: the
estimated domestic demand based on the forecast S

Table VII, 3-8 Domestic Denia’nd-fcr GliisSwa're :

C Year v _ Domestic Demand (Umt tons)
1984 033250
1985 36,240
1986 39500
1987 o i 43,060
C10BB. e i 46930

Source: The Industrial Finance Corporation-of Thailand

Demand for glassware between 1978 and 1983 can be d1v1ded into 3 gloups The
demand for excellcnt glass accounted for 7% of the total’ demand and the demand for
good quality glass and medium:quality glass dccounted’ f01 25% and 68% of ‘total
demand, respcctlvely - ]

Usually demand for glassware depends on several factors, for instance,
population growth level of i mcome, level of education, lifestyle and f_ashlon._ The hotcls,'
restaurants and cafes are exceptional cases as they have to use high qué}ity glass.war‘e.
Eépecially those hotels which are pfdmoted' by BOI can import glassware tax exempt. |
High i incoine families also prefer 1mported products Thls kind of pleferencc brmgs about
stable demand for import products
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3-2-2 Market Share of Imported Products

Imported glass tableware in 1987 for 3 major items is, in value terms, shown as
follows: '

- -Table .'VH. 3-9 Imported Glass Tableware

(Unit: million baht)

"Glass Tumblers & Drmkmg Glasses Ny 7._23
*'Other Glassware _ 7 _ 2324
Decorativé Glass 2263

Total — 53.10

Assuniing that the 43,060 tons of domestic demand, which was estimated
.previously-fér'1'987' has an average selling price of 30,520 Baht/ton, the local domestic
demand in 1987 would .be 1,314.2 million Baht. Compared the 53.1 million Baht
'1mported thh 1,314.2 million Baht domesnc demand it is reasonably assumed that the
import products take about 4% share in the domesnc market. It is considered that

1mported products do not p]ay a mgmﬁcant role i m Thailand.
| . Qther than crystal glassware, various good quahty glassware can be produced
jocally by Ocean Glass. Although the imported products have sophisticated design,
quality, and production techmque, they are stlii demanded by some limited market
segment.
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