. (SUMMARY)







B A STUDY ON
INDUSTRIAL SECTOR DEVELOPMENT |
IN THE KINGDOM OF THAILAND

FFXTILES & GARMENTS AND
WOODEN FURNITURE

(SUMMARY)

i

7714

SECOND YEAR FINAL REPORT

AUGUST 1989

JAPAN INTERNATIONAL COOPERATION AGENCY



" E SR

20397



PREFACE .

In leqponse t0a 1eque§t from the Governmcnt of Thdlland the Govemment

' of J apan has dcc1dcd to' conduct a study on'the dcvelopment of industrial sectors in

the Kingdom of Thailand and cntrusted the study to Japan Intcmatlonal Coopcranon
Agency (JI(-,A).

JICA sent to Thalldl’ld a study team hcaded by Mr. Akira Inoue, J'ip‘lﬂ.
External Irdde Orgqmmuon durmg the penods from November 1 to December 20,
1988 'md fmm Mcuch 7 to March 26 1989

The team hold dISCUSMDnS w1th 1he Govcrnment of Thailand off1c1als
concerned and conducted fleld surveys in the selected areas After the team Teturned
~to Japan, further Sl_lld_l_eS were mdde and the plesent report was prepdred.

I hope that this rcport w1ll serve for the development of thc industrial sectors
concerned and contubute to the promotion of friendly relations between our
countries.

" 1 wish to express my deep appreciation to the Government of Thailand

officials concerned for the close cooperation which they extended to the team.

August 1989

ﬁww&a 72%/

Kensuke Yamgxya

President .~
~ Japan International Cooperation Agency
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Introd_tic'ti_t')n

Thts is the Fmal Report for "A Study on Industrnl Sector Development in the
- ngdom of Th'uldnd (Se(,ond Year) e

. The Study was based on the “Scope of Work for the Study on Indusmal Sector
~ Development ‘i the Kingdom of Thathmd ) Stgned on August 18, 1987 by the
o "Govemment of the ngdom of Thatland and the Japan Internatlonai Coopercttton Agency
: (JICA) _ R - : ' '
| : The Study was’ entrusted 0. the "Jomt Venture for Study of Indusma! Sector
-.Development in the. ngdom of ‘Thailand" organized by the. J‘\pan External Trade
, Orgdmzatlon (JETRO) and NKK (‘orporatton and was carried out from QOctober 1988 to
June 1989 The second year of study focused on two sectors and a total of three
pmducts namely, the texule mdustry (mcludmg textiles and garments) and the wooden
fumttule mdustry ' :
A field survey in Tha}land was camed out from November 1 to Deeember 20,
1988, and a supplementary ﬁeld survey from March 7 to 26, 1989. Interim reports were
' submttted_ to the Thai goy.ern_ment_-m March and were accompamed by explanations and
deliberations. Also during this time, a"q'tles'tionnaire survey was conducted in Japan, and
studies on other natiorts were 'carried out through JETRO overseas offices.

: The present Report consxstq of the fo]lowmg four parts and an appendtx the
ConcIus1on (Comprehenswe Ptogram) I Texttles 11 Garments; and-III. Wooden
Furniture. Parts I 1o 111 consist of an overview of present conditions, including the
situation in other cotttutt'ies, anda pinpointih g of problem areas. In the Conclusion, the
comprehensive program is examined and recommendations made. In addition, results of
third-country market surveys have been brought togetlter in a separate English publication
"Addendum.” '

The JETRO-NKK Joint Venture organized a Study Team consisting of the
following members: '

AkiaINOUE Team Leader
' - (Senior Economist and Dn'cctor Development Survey
Project Group, JETRO)



| Sadao SH_IMAZU Del)utny"conmmst/Indusmal P;omonon
o o L (Deputy Director, Development Suwey Piojeu .
: 'Group, }LTRO) ' : e

N Kota NAGAI L --'DeputyiEcononnstfl‘e\mle Indusir)'
T s _"-:(Deputy Director, Devclopmcnt Suwey P:cuect. e
0 G1oup, IETRO) . G

Toshic KURO'SAKI..' : _'_‘Economxsi/Fumuure Industry L e e
Co (Deputy Dlrector Development Suwey PIOJe(,t* N
Group, JE TRO) RS

‘Masahiro SHIMA.I?A_ Econonnst/Expo:tPromonon . P R
' o '-__(Development Survey ijecl Gloup JETRO) SR

Toehio INOMATA :'-Development Economlst/GmmentIndustry N
B Co '(Asmstant Dn’ector DevelopmentSuwoy PrOJe(,t ~
' Group, I ETRO) '
' Mako_toNAMBARA ' Economlst/Fumitule Industry

i (Development Survey Pro;ect GIOUI}, IETRO)

- Osamu MIZUTANI ~ - Econormst/Industnal Promonon (Survey in I apan)
' - ' ' (A331stant Dlrectoz Development Survcv Pro;ect E
- 'Group, IETRO) '

Eiichi ASANO =~ -Ebon'omisthxpdr‘tPromotidn' (Survey in Tapan)
' ' : (Deputy Dll‘CCtOI’ Development Survey PrOJect
' Group, JETRO)

* Shoichi SATO ' Deputy/lndustnal EnglneerfMdndgemem (Productmn
' | ;.:.and Technology) - - A
3 (Deputy General Manager Mantlme Deveiopmem
Dept NKK Corporatlon)



Hiroyuki TANAKA -

 Hiroshi NAKANO

. '_‘._Takaé_\ki:H.AMASHft\dA' L : i -
o ' RORIE IR '(DLrector Jasper Institute for Sewmg, 'Iechnology

Econonnsl/Managemcnt (Mdnagcment and Fmance)

" -_(Managcr Maritime Dcvelopment l)cpt
: NKK Corpomuon)

,Indusmal Engmce: chxn}c
i (Management and Engmeenng Consultdnt)

Indusmal Engmcm/Gmncnt

B Resealch)

. Naoya SUGIYAMA

Ihdustr_ial Engineer/Wooden Furniture -

(General Manager, Overseas Operations Division,

- Tokai Furniture Co., Lid.)



1. Background, ()'bj_ectivc: and .'_Memod"of Study
1.1, Backgronnd and Pei~specnve E

After the fnst oxl (,rlsls the woxld economy entercd a pel IOd of low gar owlh
Among the developing countues the Asmn NlEs and ASEAN ndtions nnnaged to
~achieve economic gr owth mtcs lngher thnn the. wm}d averdge With- the’ advent of the -
- 1980s, however, the ASEAN natlons were confronted with’ sevele cconomlc ploblems :
due to the plummenng pl‘lCCS of pnmary products and crude oil dnd the resultmg chop in
foreign currency earnmgs and 1n01eased debt, L

Dnnng this time, Japnn enjoyed a reducnon in the value of its nnpons due o
ieduced fuel prices ‘and an- increase’ in. exports because of its snong “international.
* competitiveness, The resulting surplus in its current a(,(,onnt balance became the souirce _
of severe trade friction w1th the western nations. As a result, andn was stron gly pressed _
to change its 1ndust11'ﬁ strutture to one that would be in gre'ner hnrmony wnh the world' §
economy _ STl . '
rlhe ASEAN nanons meanwhlle found themselves in due stt aits in: the 1980s due
to the changes in the 1nternatzona1 envxronment and embarked on a pohcy of plomotlng
export mduslrles to 1ncrease forelgn cunency e'immgs With this in mind, they. thC been
plomotmg local industry and sctweiy encmuagmg forelgn investment. '

o addltion ]apanese companles and: other fzrms from the 1ndusmahzcd Il&thﬂS
and Asian NiEs have been aecelemtmg dlrect 11westment in developmﬁ connmes and the
ASEAN ndIIOHS in pamcular to deal w:th the changes in thelr domestic mdustrlal
structures and the reorganlzanon of the international division of ldbOI‘ They have been
transfemng cap1t:a1 technology, and know-how to the ASEAN nations and thus.
contributlng to mdustrlal development there Japan in parthnlar has been requested 10
participate in IhlS process

Since the 19703 a honzonta} division of 1abor has Spread '1mong Japan the U S.
and the Asian \IIES, leading to & steady expansmn of trade in manufacmled goods As
the ASEAN natxons ]OIH in full ‘measure, a horizontal division of labor is being established
throughout the. entlre A51a Pamﬁc reglon ThlS will represent the most significant
structural change in the world ¢ economy in this century.

In Thailand, one of the ASFAN natlons the focus of 1he economy is sh:ftmg from
agncniture to mannfacturmg Smce 1984 manufacmring has taken over first place i m )
terms of share of the GDP (gross: domestic product.) from agrlcultme, forestry,_dnd :



_ ' fmherles. _ I‘hm is dn mdlcatlon of the changes wrought in the ceonomic structure by the
- mdustnahzauon ptoglam in effect since the 1960s. o e :
| Thal mdustrmhzdtton begdn with 1mp01t substltuuon pumauly in thc ltght '
"mdustues, but it was. gtadu'tlly expdnded to LOVCI‘ other fields as well Startmg in the_
-.'etnly 19709 the eountJy also began o work toward% export -or 1ented mdusmahmtlon but
the';e eff01 s proved to be meffectwe N S : o
~ Since 1977 e)\port orientex! mdustuahzatton has been promoted w1th an emph'tsw

on: fostering: agzo based mdustt ies and the expcmsmn of forelgn mvestment n 1983,
- further supplementmy measures were. taken w1th export ratios bemg, cle(trly specrfled for
export promotton prOJe(,ts controls relaxed on foretgn equ1ty partterpanon dnd $0 on.
Recent Thai economro pol1c1es have foeused both on greater ¢ cconomtc efﬁuency and the
_ expansmn .of exports I' he current (smth) 5- yedr plan (1986- 91) Stre%es the mcrease of
export revenues through dwermﬁcanon of Agmcultural products and promot1on of agro- -
1ndustr1es and of export 1ndustr1es * _ .
| Government efforts have led to steadlly rising expm ts. In pdrtlcular there has
~ been strtkm 18 growth m exports of ‘;ueh trddmonal products as rice, taploca and rubbe1 as
well as textrle producm ICs, ¢ anned marine ploducts toys, and other industrial. goods

: Startmg from the second half of 1986, along with the apprecmtton of the yen and
the hike in the value of the. currenmes of the Asian NEs with respect to the dollar, there
was an increasing trend among corporatrons in'J apan and the NIEs to look” towards the
ASEAN countnes for’ producnon bases for labor-intensive export products and the like.
T hdllaﬂd 1n partlcular offers, pohtical stablhty, incentives for export- -oriented mvestment |
- and hlgh quahty, reasonably prtced labor, ‘and this has resulted in soatmg direct
mvestment by Japan, Taiwan, and other NIEs. Once the many newly-established
comp'unes begin operdt:on consrderable growth may be expected-in exports of industrial

' produ(,ts

* Inthe fall of 1986, 'lapan's Mihistry of International 'Trade a_.nd Industry proposed
a prograrri for the active assistance of other goﬁernments and companies in the Asian
nattons 1n four f;elds ' _
(1) lmprovement of mfrastmcmre for export-type industries
(2) 'Ove_r all technological cooperation in ,_nu_rtunng strategic export industries
'(coop_ere'tjoh_:_i_n ..r_na'npower training and marketing)
(3) . Investment, eto for nurturing strategic export industries
4) | 'Advu,e concemmg tmprovement of the tax systems, investment policies,
' cte,, m developmg countrtes.



In the past Iap'm has cooperated m various: WdyS 10 'mwt tndnstrml devclcpment
in the cleve10p1ng countries, but the cunent pIO]cL{ aiinis for the ptcp'mtton ptopowl and o
reahz‘ttlon ofa ccmp1 ehenswe progr'tm ‘fot the ptomotton of fm eigiourt ency genclallng
'tndustnes iy the Asmn nattons In olher words, ifs ok JCCtIVG is 1o for mult\lc ptesent, tmd.
realize pdckqge for pohcy meaeureb and cocperatton i all Iclated Tields. EE L

The | present study axsumes an. emphasrs oil, the mazkct ptmcrplc and i is an attempt
to 1denttfy spe(;tftc poqmbilmes for production’ and export ' e

Another assumptton isan mternaltonal perspectlvc T thc 198(}5, 1eflectmg, the_ f'
high- tech evo]utton of mdustrtes in'the ddvanced rations, there h'we been l”'lpld clmngesr B
_in the structure of relatlve supertonty in 1ntemat10mi r ade T hts m wrny h'ts been :
changmg the structure of the 1ntetnattona1 division of labor 1he present p!OJeCt dttcmpts
to take this: mto con31derat10n and amlyze the pOSSIbtltty of cxports wnhm 1he ctment :

framework of mtemattondl Irade '

The Tha1 government and Mlmstry of Industty requebtcd the cooperdtlon cf the"
Japanese government after recetvmg ‘this’ ptoposal “The JICA sent a Seope of kai
survey mtssron {0 Tharland in Augttst 1987 tor dtscuss the industries arid products to be -
surveyed w1th the Thai government A plan for the: survey was drawn up and the first-

' year survey was begun in January 1988. The mdustnes and products demded upon dre as

shown below

Industries and Products (o be Surveyed-

Industry . o T 'Products:
Ist year. o Molds & Dies : Molds and dies (for p]_astice),
' ' _ Molds and.dies (for presses)
Toys R " Plastic t'_oys,.metéil_ toys -
o | Stuffed toys
2nd year | ‘Textiles ©. o Textiles |
- e ' :'G'annents'. |
| * Wooden Fumniite -~ - . Wooden furnitare
3rd year . Processed Plastic Goods - Houseware
ST : : Industnal goods
Ceramics. = Tableware - -
' ' ‘Noveltics -




:.j_“_1~2_. ()'l}jeo_tijvés"'au_d Sur\_féy I't:'e.nt._s

“The objeotlve for thc ‘;ccond ycar is 0 survey the tcxule (mcludmg textiles dlld
ga1monts) and wooden fumlturc mdustrles and formuldtc a comprehemwe program for

deveiopment and export promotlon

In thc formu!at}on of the program attcntlon hab bccn given: t0:

oy
cr

i:[S]:“

- Seiectzon of the most su1tdblc 'md pmclacal plfms

Present'ttron of as muoh dctaxl as po%qrble on pr og,ram obje(,twes, content,

costq schedule cffccts etc

_ Presentmon of the program dwrdcd mto short— mcdmm- and long—tcrm

" pats -

- Specific items to be surveyed by the study have bcen estdbhshcd as shown below
b'lsed on the S/W (concluded August 18, ]987) B

(1)

®

)

o)

Summary of Selected Industncs

a)y Currcnt state of productzon items, production, trade, and
' compqmes SR '
b) Investment techmcal t1e ups fmancmg, mxatlon promotlon of

f{)i elgn IHVBStH]Gﬂt

Currcnt State of SeIectcd Induqtrles and Ploductron Plants -

a) -Manufdctunng proccsscs and apecrﬁcatrons
: b) o lechmcar 1evc1 (quahty control, etc.)
o) Product deve}opment (desrgns etc.) - : _
d) ' Corporate mdnagemcnt (busmess managemerit, tund -raisin g, elc.)
Le) Sales strategies (market surveys, mdrkctmg, etc) _
£) E Rclanon with penpheral 311dustne<; (raw materials, equipment, ctc.)

~Survey on Export Markets by Product

a) Survcy of supply and domand and 1mports in main importing
countries - . ‘ L o
b) - Marketabrhty of pioducts in main 1mportmg countries

Preparatlon of Comprchenswe Program for Dcvelopment of Selected

. Industries and Export Promonon

a) Institutions. and govcrnment p011c1es =

. b) .Improvcmcntof technology.
G -—Productdevelopment
~d) - Sales stratégies.

e) - Busineéss management
f) Manpower training -



NON

g) Impmvemem of mdusn y infrasty uctmc =

Fmdmg Tapanese Compames De‘;n'mg Jomt chmes and chhmcal
ﬁTle ups in: Th'nlancl R

-a) - Survoy of compameq w1t11 3omt ventmcs o tcchmcal tie- nps
b) PI'del‘ﬂthfl of lxst of compamm desmng ]omt ventmos or techmcal .
: nevup% B SRR

1-3. Meth'od.:b_lééy ', -'

The methodology of thc study is as follows

(1)

()

3)

Advance’ Preparauon inl apan

) NE Colloctlon and analysxs of cxrstmg materials ancl statmms in Iap‘m

b)  ‘Preparation of detailed plan for __oyel_scas field surveys and work in -
| Japan - ‘_ e I o

c) Prcparanon of mcaptlon repo1t and auwey schf'dule

d)- . "Preparat:on of quosnon forms '

U Field Surveys R TR _
a) Explananon of i mccpuon repoﬂ and dlscusmons on survey plans .
b Collecuon of mformatmn through 1nterv1ews with related

_ orgamzauons and dehber'ltlons On SAtE _ '

¢) - Surveyof related compames and factoues and on-site suwoys

Td) "Prepara'ﬂon and presentatlon of progress reports _
e) j-Presentauon of mterlm reports dchberanon on the pr oglam and -

- supplcmontary survoys

; Th1rd Coumry Survcys _
a) - Survey of third country markets

b) Survcy of mdustries in competmg counmes _
©) Suwey of past mdusmal and export promonon pohues

(a) (D), and () were conducted through surveys of wntten materials and SUIveys

comrmssmned through J]:TRO oversca% ofﬁces

@

' Survey tn] apan

ay- . Summary and analy31s of field s survey rcsults
b Summary and analySIS of thlrd counlry Survcy rebultq _
¢y Collection and analysxs of. mtervmws w1th rclated compameb in

Japan on-site Surveys, and qucsuonnalre surveys

d) Overview of and d_ellberat10n on specific problems - -

e) . Pl’cparalion of and deliberation on Vint_erlm""r'epons_ '



' Silillin'az'y of'___FlOW’ of S_urv_ey -

' IV Siate of Export Markol

: < Vollima by iler -

< Deniand trénds by item

- Import trends by coumry

|~ Export frends by country- -

- Statc'of m{cmahonal

. agrecments” . .

~Goods. dcm‘mded by lmrket
(performancc quahty,
deblgn)

~Terms of mdc demfmdcd by
- market (delivery, shlpmem
lots, ete.) =

i Requesls of i 1mp0rung
" countries (importers) on
ternis of trade for Thai

| Targets

. By company group

Tech-
nology

_Equiﬁ-
ment

Pro-
daction

porls

Bx-

Raw

materials| -

products.

-V Thlrd CounLry Survcys '

(1) Markct size .-
- Production and demand
- Exports and lmports
- Main producers (scale, . -
operations; production)
(2) Site conditions
- 8ite -
- Raw malcrials
—T.abor-costs
= Unilities
-~ Interest rates
~Tax system
- Prwllcges
(3) Indusirial promouon
* policies
- Industrial promouon
~“ policies’ .
~ Export promouon pohcles
|~ Supporting facilities.

Org;iniiod :iléms: :

Tnternationat
compctitiveness

Features

of industry |.

Policies -

o " Problems

I. Summ"a’ﬁ of Industry
« Indusiry concened

« Paris and dcslmauon

mdusmes
. Rc]alcd mduerlcs

’ (1) Prociucuon trcnds

2) Expon ‘and unpo;t wends
3) Indusprljll_suuclu:e_

V1. Proposal of Comprehensive Program|’

<Proposals>’.

| Basic policies

Individual programs

11 Siate of Production

| + Industry concerned
| » Parts and desunauon

1nduslncs

] « Related 1ndu§irl_es

(1) Technical fovel -
(2) Product development

1) Sales strategy -

“@) Busmess managemem

(5) Personnel training

(6) Raw matcnals and paris
‘procurcment

(7) Infrastructure

(8) Others

Questionnaire survey of
Japancse companies

Interview survey in Japan

Documentary séarch in Japan

I[I Institutions-and pollues
(by industry)

(1) Industrial pr()m()ﬁon

pollcms

| (2) Export promouon pohcncs
- | (3) Supporting facilities

Interview survey in Thaitand

o Do_cUn_ieﬁiary search in -
{1 Thailand =~ —
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f) Prcparatxon of CDIll[)I ehenswe program and ["mal report
Of the above (d), (e), and (f) were pclfonned thxough dlSCLlSQlOﬂ‘s with group
'membcrs and . cxpcrtt; in the field. - o Lo

2. Survey Sch_edulé 'an_(_i" Cdﬁte’ni
The schedule and c_oritér_ni of the second-year survey are described below.
2-1, Advén_ce Prcparﬁtibhs ir'n' jzipa_llif

. Co!lecuon of matenals and mformanon
. 'Pleparauon of plans for third- (,ountiy suwcys and instructions
(Survey of thlrd country markets) .. :
Garments oL Us /U K./West Germqn)’
‘Nooden furmture - US /F r'lnce
(Suwey of. competmg countrles)
Garmcnts SR KorcalHong Kong .
Woﬁden furmturc : Korea/Malayma
. Dehbcl ation on plans for field surveys

 2-2. Outline of Field Surveys
2:2-1. Survey Outline.

{11 Survey pcnod November I December 20, 1988

[2] Field office: Located in the FIDC (Fumlture Industry Devclopment Center) of the
ISI, under the DIP (Dcpartment of Industrial Promotion), Ministry of Industry

{31  Thai connterpart: DIP, Ministry of Industry
Staff from the Planmng Division of the DIP, thf: IST, and the TID (Text;le Industry
Division) partlclpated inthe survey '

[47 . Cooperatmg institution: Steenng Committee .

S Cha;rcd by the head of the DIP, this committee consisted of 1epresant'mves from
Mlmstry of Industry related departments, the NESDB (N ational Economlc and
_Soual Developmcnt Board), the Mmlslry of Commerce the BOI (Board of -
_ Invcstment) and othcr rehted govemment agencies and depdrtments and industry

groups In '1dd1t10n related mdustry associations participated as observers. -
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Survcy bnuemw

The followmg groups were orgdmzed to conduct thc suwey

: "(I‘extllc glonp) 7 Nagfn, N'ikmo
| B Miss Slrcemt
_ : L (Mr. Suchatt Mrs Suda)
(Garment groiip) : | Inomata, Hamashnm
- M Boonymg
. . (M. Suchatt Ivhs Sud‘l)
(Waoden furniture group) Nambara, S__ugtym_nj;
| Mr, Nﬁl’iit:f-i'pi't,'Ml". Yawarit
Mr, Chlnnavorn M. Thawee
MISS SllWlChd [
{Other) _ | _ Inoue (Team LC‘]dGl‘)
| Shimazu, Shlmada (pohcy)
Sato (producnon and technolog})
7 Tanaka (mdnagemcnt and f“mance)
Mr. erat
" Mrs: Suda .
_ Suganumna (JICA expcrt) ,
n addmon secretai ies were hired for work in the ﬁeld office and an mterplcler

was used fcn asszstancc in conductmg the mteiwews

2.2.2. Daily S_ch'edu_lé of Field 'Sm_-v_ey

Nov. 1 Tokyo -> Bangkok
Nov.2 Meetings with TID and FIDC.
_ | Courtesy call to embdssy and JICA :
Nov. 3 Explanauon of i mccpnon report and meelmg with DIP.
| “Office opened-and appomtments made '
Nov. 4 _'Appomtments made. and survey 1tems d1scussed
. - Imerwews begun SR '
Nov.7.  -On-site plant surveys and interviews begun
Nov. 11~ Party held by Mr. Plsan DG of the DIP -
_'Nbv. “1_6 o {‘exnle group meetmg o
“Nov. 17 . “Fumiture group mectmg o
‘Nov. 24 . General rneetmg for the prepardnon of pmgrf:ss rcports
Dec.7 'General meetmg concermng the dlrectxon of the pxogrdm

e



Dco 8-10

Dec. 12 -

" Dec. 16

Dec.19 - . _
B ' --;'Fxchangc of mmutes and closmg of the offlce

' .Deg.- 20

.--I“mmtme group excursion 1o Chl'mg Mai r(,glon in nonhern Thailand

(Nambara, Suglyam'i Sato) b -
'Gcnez al ; mectmg concetmng plogrcss 1ep0rtq : ,
Advancc cxplanation of progress 1epoﬂs to DIP duectm and assistant
dlrcctor _ AT . '
_Fxp]ananon of 'lnd dehberatlon on progress 1ep0ns in'the Steering

n (,ommlttee

Dmner par ty hcld by the qurvcy group
Courtesy call to embcissy and JICA

o dngkok -> 10ky0

2:2-3. Number of Fieidi_ﬁférﬁews and On-Site Plant Surveys

(Factories)

{11 Textiles (sﬁihiﬁﬁg’, weavmg, dyeing, printing, eic.) 25
2] Garments (including fashion boutiques) ' 30
131 Wooden furniture (including plywooxl) 26
T - Subtotal 81
(C:)ther). o _

{1] Government institutions and industry associations 22
2] _ Schools and research institutes - S 7

[3]  Trading firms, dcpartment stores, retm}erq shipping

companies, etc. : 8

Subtotal 37

- Total 118

2-3. s_'lir‘véy fn:Japﬁn :

‘:(I')" AnalySIS of the results of ﬁeld surveys and work in Japan

(2) Intervmws w1th rehted institutions and corporauons inJapan

(3)' : Analy31s of thlrd country survcy rcsults B
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“) - Collecuon and 'malysm of que%uonnalre surveys it Jap'm AR o
(a) Posting of the quesuonnmre Date S i NQ_S_c_Ill o

(b) Collectlon of the questlonnaue

Nov.16,1988 212

Nov. 17,1988 .» . . 283

- Nov. 18, 1988: Lo

: ) 'lotdl 612
Wooden furniture- related ﬁnm __:' 500 '_
Texnle/apparel—rehted ﬁnm 11z

« Wooden funnture related ﬁnns No' of ordilidfy:iespcjnsesl S99

No. of responsés by telephone |
. follow up '. 68

ol 167
_ (Response rate: .33, 4%)
rNo retumed because of incorrect o
| 'address el 8-' :
(Corrected response mtc 33 )%)

. Textile/apparel-rel_ated ﬁrfns: No. of mdmary responses _ 33

%) Preparatlon of arid del1be1at10n on program pr0posals :

No. of responses by telephone -
. follow up AT
Total - - 48

(Response rate 42. 8%) -

(6) Preparation of interim reports

3. Supplementary F;eld Survey and Dellberahon on’ Inteum Report and

Program -

Q) Survey Pér_iod: |
(2) Survey ._mem:b_f_:rs_;-:

: -March 7 26 1989 (meludm g days 5pent in tl‘dnSlt)

..'Inoue Naga1 Inomata Nambara (all present from Mqrch 7
10 26), Shimada (Mar(,h 12 - 26), Tanaka (March 12 26),
Sato (March 17 - 26), and garment expert Kawwchx (Mdrch 8
-26). ' :

14



B (3) No. Qf 'ilit{_:rv'ie\fvé

53 o
: Government agencies
]ndustry assocnnons :

' "(4) Pxogram rclatcd dlscuc;slons _

18 (DIP, NESDB, MO MOC, etc.)

5 (TGMA, UTMAU, TFIA, ete)

'Cc)lporatlons g 30 - i
Tcxule . | 3
Garment . VA
I“urmtme(mcl pditq) 10

O[ the. above mtexwews Ehc followmg ten conmstcd pnmanly of discu%smn

; '(,oncernmg plogr'lm dcvulopment

: Mar9 o NESDB (Mr Pamthan et al)

CMar10 TGMA (Mr. Suchart)
. Mar 13 DEP (Mr. Songehai)

' Mdr14 s ,FIDC (Mr Nanthapit ct al.)
© Mar. 15 TID (Ms. Prani ctal)

Marl6 DIP Plannmg (Mr Swat)

_I_\_(_Iar_."i’l o UTMA -

‘Mar,20  IEPD :(Moers Orapin)
Mar. 20 | DIP (Mr. Padetpei et al.)

__-'_Maf. '20 - TEIA

| (5) Stccnng (‘onnmttee

Inoue, Nagai, Suganuma
Inoue, Inomata, '

Inoue, Nagal

Inoue, Nambara Shlmada Tandkd

Inoue, Nagm

Inoue, Nagal, Suganumd :

Inoue, Nagai

Inoue, Nagai, Shimada, Suganuma
Inoue, Nagai, Shimada, Suganuma

Sato, Nambara

At the meetmg of the Steenng Comimittee he}d on March 24, the mterlm repons "

were explamed and dlSCuSSCd

' 'Persons present - Al survcy members (with the excepnon of Inomat't)
ST JICA Advisory Group

© Nakamura (director)

Sela (fwm MITD)

o lehlwakl

Cjbscrvefs: - - Sumlyoshl (assxstant dlrector ]ETRO Bangkok)
EIER S I L Kohdta and Suganuma (DIP experts) '

Thai mcmbers piesem at thc mectmg are listed separately

Fo]Iowmg IS the abbrcwated mmutes of the meetlng

(a) Opening grectmg by the chamnan _

(b)_ Greetmg by the su_rvey_dlrectm
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(© Pres_en_tati()n of :iht_eri M repoits
Textiles (Nagal)
o Garmcnts (Tanaka) _
' 'Insutunons and govemment polu,y (Slmmda)
Wooden furmtme (Nf\mbam) B
Program (Inoue) v R
{d) Questwn«dnd answer sess10n and dehbelatlons
(€) Summary and closing remarks by the chau mén

Thal Membels Present at the Stem mg Comnn{tee Meetmg

Date Mdrch 24 1989 .
ISD 2nd Year Interim Report.. o
Place: Taratap 4 I‘ara Hotel Bangkok Thaﬂand _

N ame of Fum/Ox gamzanon

 Asst. Secretary

Name . 5 Tltle
Mr Manu Leopalrote R 'Deeuty Directof-Gen_eral '-"Depdrtment of Indusmal
Chalrman ' - SR S Promotlon (DIP)
M. Pa_irot S;o;.n'épbbmi " Director i Plannmg ) v1s'1on, :
o : Board of Investmem (BOI)
M, Pirﬁf)apaén Chansilpa Re;}(esentétive of : 'P[annmg Dmf;xon f. '
— 8 the Dircctor __Depanment of Export
7 ' Promotlon (DEP) :
-Mrs. Orii‘pin Weerawtlt - - Director” 'Indusmal Economlc &
- Planmng D1v1310n MOI
Mrs. Kasama Anantavorasakul Reprcsent'mve of : Thalland Management o
Mr. Thamnu Vasinonda - - Development and” :
(Director) ' Producuvuy Cemer DIp
Mr. Damri Sukhotanang ~~ Director - The Met_al—Workmg-and
, : : : Machinery Industries
Development Institute
(MIDI) DIP
Mr. Suéhart Chantaranakaraj g R’eprésentat_i#é - “The Fedezatmn of Th‘u
. o 7 ' ' ' ' Industries (FTI) :
- Mr Padetpm Meekun iam Dir_e_ct'or' 'Plannmg Dmsmn DIP
Secretary : B
M., Charoon Unsuwan o Djreéter Industnai _Dcvelopment .

o Center
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DIP Staff

Industrial Service Division

" Mr. Somsak Kuptakanchanakut  Director
' Miss Prani OB_h_'zisanoild' . Dircetor Textile Industry Division

M. Suchént Intarachote - T |

Mr. Nuntapit Nakdsarn | | FIDC Industrial Service
_ S " Division

Mrs. Lalita Kitkrailard TID'
Mr.SuWéf'SiWasarmidﬁd Planning Division

_ MIS‘; Nantaya Yimumct TID -
Mr. th Amomlertwn Planning Division
: Mr Bo-onymg Phumplem TID
-MISS Slrcerat Charuchlnda . TID

M. Thawee Kaewmdnec ) FIDC
Miss Supawan Satwvatorn. Planning Division
4, Survey in Japan
. Analysis and sumrﬁéu'y of survey results
s Analysm and summary of third country suwey results.

e - Dehberanons with related institutions concerning establishment of a

comp:ehenswe program

'« _Final summary of the comprehenswe program
. Preparation of the final repmt (draft)

. Durmg Lhe Survey in Iapan in April 1989, two staff members froms counterpart
orgamzatlons ini Thailand, Mr. Thawee (ISI) and Miss Sirrerat (TID), joined i in the work
and discussion of the program.

17



S, Prcsentﬁtion -lof Draft- Report
(1) Survey period: o Tuly2-11, 1989 (including days spent in t’ran_sit)_: _

(2) Stirvey metn_bctsz - Inoue, Shima_?l_n,_ Na_gai_',."K:urosak_.L Sa_to,:Tanal_c,aj, -
o - Todoroki (JICA) and Seki (MITI) |

(3) Presentat_ion =n’leeti'ngs:

'Monday, July 4 14 00 17 00 Lo
Informal presentatlon on Wooden Fumtture (at TID) _ . :
- Chatred by M. Somsak, Du ectm of ISI it was attended by apprommately
‘ 30 people 1nclud1ng the all members of the survey feam, qpprommately 0
people related to the mdustry and people connected w1th ISI

Tuesddy, July 5,14: 00 18: 00 _ , .
Informal presentatron on Texnles and Garments (at TID)y . . :
- Charred by Mtss Pram Dtrector of TID, it was attended by approx1mately_
- 50 people mcludmg all members of the survey team, approxlmately 25
people related to the mdustry and people connected with TID..

Wednesday, J ul}r 6 14 00- 18 00
. Formal presentatlon at. the steenng connmttee (at Tara Hotel) _
- : Charred by Mr. P1sal Dtrector-General of DIP 1t was attended by |
| approxtmately 50 people 1ncludmg all members of the survey team,
members of the steenng commitiee, and representatlves of the Thalland
fﬁce of JICA and the Bangkok office of JETRO

4) Important comments made at the meetmgs _ _ _
. Equrpment of official servtce agericies (such as TID for texttles, FIDC for wooden
_' furmture) has become 50 outdated that they cannot meet the mdustrtes needs

, _ngh 1mport duttes on texttle machtnery, components and dyestuffs 1mpede the
_' development of the 1ndustry The necesstty of reducing the tariff rates should be
- '-stressed (for- the. texttle 1ndustry) . .
— As stated in the report we rephed that although thetr negatlve effects on the :
_-export compeutrveness of textrle products cannot be demed we' believe the i 1ssue g
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should be con31dered from a wlder v1cwpo1nt takmg overall mdustnal and
ﬁnane1a1 pohcy mto 'tccount ' '

: _'Stmtlarly, the cmrent busmess tax (lewed on transacuons) has become a heavy
| burden on the mdustry (the textt]e 1ndustry)

- - The report has made 1o mention of the issue m view of the fact that a
sw1tchover from the’ 'ousmess tax to the value added tax system has already been

'demded upon dnd has only to be 1mplemented

COOpBl‘dthIl is hoped for in effotts 1o promote exporls to J apan (from the wooden _
furmture mdustry) I : .

- We suggested uttltzatton of an asmstance scheme of the Department of
. Export Promotton (DEP) of the Mmtstry of Commerce (also supported by Japan).

' We propose that the government and prtvate mdustry eooperate in setting up a new
trdmmg mstltutlon for nurturmg a ‘skilled labor force (the garment industry). '

s Although the report proposes utlhzatton of existing organs, we commented

that the estabhshment of a new institution w1th the cooperation of the private

mdustty is worth consxdermg
The‘irid;urstri'al'poll_i_t:y _of Thailand, though learning fro_tn th:e'_"_'Korean type" or

_“T_aiweh_ese type," will follow a course that is slightly different from either of
‘them. (DIP, Planning Division). - '
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CONCLUSION
L Sun_irﬁ_'éi-y of ‘Main l_"’-rob-leni_s'

-'I—I.VC_O'nvers_iO'n' fiom 'Inlool‘t "Stxbst'itllti01'1'_to Export. Orientation

, '1ht\11and‘s m‘muf'tctm -ng mdustt 1es are a mlx of coemstmg export oriented

.':_mdusu Hes, whmh have been undergomg rapld growth i the 19803 -and import

_ ubsntutlon type mdnsmes whle‘n have gradualiy developed since the 1960s. For

the Thm mdus'trl'll stI uctufe as a- who]e to swuch over to an export orientation, it

w111 be nccessary to cut aw*ty the’ controls’ and protection remaining for the import

* ubstitation” type: mdustues and to proceed “With Jiberalization of industries and
allowance of free reign to the market mechanism,

It has been observed in’ overseds countnes and arcas that” the promotlon of
mdnufacturmg mdustnes has been camed out by begmmng with the aim of import
' Substttutnon and gradually deveiopm g export orlented mdustry “Taiwan anid South Korea
in partlcular have been enjoying great success *:m(:e the late 1950s and 1963 respectively,
_ drawm g attentlon from around the worid by convemng? their mdusmes to export- orlented
busmesses somethm g wlnch has been cited by many economlsts

' To develop an- import: substltutlon 1ndustry, measures have to be taken to

'encourage and rcetrtct mvestments on the one hand and on the other to limit imports

| through restncttons, hightariffs or exch'mge controi and thus protect domestlc industry.

ThlS me'ms that 1t is necessary to protect’ the mdustnes at home from’ competttton with

low- prsced 1mports and to attam a producuon level counterbalanced with the domestic

dem'md Therefore, at'this stage, government policies for the ptomotton of industries
shouid be focused onl "restriction” and "protection” Tather than on encouragement

Generally speakmg, import eubstttuﬂon mdustndhzatlon starts with consumer
goodq This i is prlm'u ily because domestlc dcmdnd for consumer goods exists there and
.Secondly the pr oduction of raw materials and capital goods causes difficulties in terms of
capital and technology However as: ‘the consumer  goods 1mport substitution
mdustndllmtxon advances, there will arlse demand for raw materials and capital goods and
obstdcles regdrdmg capital and technology will graduatly be removed. This will give rise
to-a m_o_yeme_n:t to switch from imports to domestlc_ pr_oc_iuctlon, What causes this to
materialize is secondary import substitution industrialization.



In the process of dovolopment toward expott or lented mdustry, the govemment 15, =
~in geneml reque%ted to suengthen encoungemeut for mveqtment or to case ICStl ictions on

investment, In othc; woxds, accetemhon and hbcmhzatlon of mvestmont morcqmred At_. .

-the S‘rme nme itis alsor necess'iry to aiievmte 1mpoﬁ 1esmeuons 'md hlgh tauff pohum or
to advance “trade hbemhratron“ By so domg, the. mdustry is *ﬂlowed to E’tddpt to the
market: through free compentzon and 1t beoomes possrble to develop the mtern'momi_'

_.compet:trveness necessary to JOIII the world mmket ln a wmd rt ES nnperatwe Ih'lt the o

govc: nment chang,e 1t<; focus frOm resmctlon and proteetlon to encour agoment
Convernng mdu‘;mes flom the 1mport substltutlon type to the export orlented t) pe .

is pamful and can leave a 1ra11 of v1ct1m<; For example 1f eqmpment control 1s hfted
excessive producnon W1ll be generated m the mdustry ooncex ned competltlon w;ll
: 1nte1151fy and sometrmes oxcesswe competrtlon mlght even ocer. If the 1mp01t tanff on .
products is reduced (,hedp 1mported goods w111 ﬂow in’ and puce oompet:t:on w1th-
: domestlc products wrll heat up. T }ns w1ll create ariother problem in that the: reducnon of
tariffs and the resultmg reductlon 1n the nanon S. revenue must be compensated for by

some: other means

The ohange from 1mport substltuuon mdu%try io export mdustl y stgmfles the
hberahzatron of the vmous aetmtres of mdusny and. the mtrodueuon of the market '
'meohamsm With this done it rs po%srble for the mdustry to beoome oompetmve
mtematlonally and i) doh1eve suceess m the worid market B R T
' E%labhshed mdusmes ot the 1mport substltutron type have dlready accumuldted

"some proﬁts To them it 19 foreseed’oie t‘nat the chan; ge m the type of 1ndustry, _espemaily
trade hberahzatton wrl] brmg g,rowmg pams and even casualties Accordmgly, the
mdusmal world often tends to defer the: mnovatlon it needs However the mdustrlal and
trade pohetes of Japan 'Ieuwan and South Korea havo all hlstorlcally pr oved that: the |
sooner. and the more boIdly the (,han ge starts the lcss pamfui itis and the fewer casualties
are produced and the better the effeots on the deveIOpment of mdustry as a
3 whole Couve1 se}y, the greater the delay in eonversmn and llberalrzcltlon the greater the
later paln and sacrifices. This'is, prlmarx!y because the existing proflts of the import
_substltutton type mdusmes will be cut away or. lost enttreiy
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142 EXport-Relatéd IlldilStl‘iéS and’ Relat'ed Industries

In. Thalland there is msufﬁcrent hnkagc between the spmnmg, weavmg, _
‘as 1mportant substrtuuon type_"

'dycmg, and other: textlle 1ndustrtes, whtch gre
industries, startlng in the 19609, and the garment mdustry, whrch grew rapldly agan .
export onented 1ndustty startmg in ‘the’ 19805. _The "arment 1ndustry is 1ely1ng on""..' :
1mported materrals more-and more.. To strengthcn this’ Imkage 1t w1ll be;'_

necessary to proceed wrth lrberahzatlon of th ¢ textlle sector and use of the market "

mechamsm and o expand the mrdstre'tm sectors of weavrng, dyemg, etc promote.':
converter “businesses, and strmnlate an exchfmge of mformatton among the |

concerned sectors ' '

Bctween two reIated or mter—dependent mdusmal fields it often happens th'lt one'_ '
of them has completed the conversmn to export ortentatlon wlnle the other remams at the
1mport substrtunon stage or a stage where it stlll cannot deal wrth the needs of an export -
orrented mdustry In the case of the consumer goods mdnstues, some rndustrres have -
estabhshed comparatwe supe1 1onty m the world market by convertmg themselves to .
export oriented types However thelr supphers of raw rmtemls in many cases, have not "
reached the same level and remam in‘a state of ! comparatlve mfenomy R |

“In thrs case, the consumer goods mdustrles have to depend a great deal on rmports'
- for their raw materials if they- are 1} mamtaln therr 1nternat10nal competrtrveness as
domestrc raw materials do not meet the standards for quahty, vanety and pr1ce If they
1ns1st o’ usmg the domestrc raw rn'tterrals of " comparatwe mfertorrty," they stand a good
.chance of losmg therr competttlve power Thts srtuanon can ultlmately lesult in a distinct
lack of the- hnkage between eonsumer goods mdustnes and their domestrc snpphels that
‘should be estabhshed from the onset " : - '

Industrtah?anon of the natlon should hopefully be deveIOped by securlng, as much )
- as possrble a balance among all mdustrral fields concerned. For thts end as a certaln'
mdustry develops 1ts export capac1ty, itis requrred that related flelds be gurded to reach a
level where they can deal wrth its needs or they 100 shonld be encouraged to change over
to an export orientation. If thlS is achleved ‘those mdustrres which have already developed
- into export mdustncs can deepen therr relatrons with their assoc1ated mdusmes They can .
also develop a‘consistent productron from raw. materrals to consumer goods which will
add more value o the products as a whole and secure: comparattve superronty in'the
worid market strengthemng therr rnternatronal competrtrve power For: these pur poses

4



, _the government is requn ed m 1ts role it rel'\txon to mdustry, to switch over to policies of
o eneouragemcnt rather than resmct:on and proteetlon and at the same time go ahead with
- the liberalization o_f economte activities and full use of th_e m‘uket mechamsm..

_ Applymg the above mentloned pomts to'the- development procee‘; of the Thai
' _texule mdustry, the fellowmg areas wﬂl be dtsemsed :

g _i'(_l) - The textlle sector (yam fabncs dyemg, ete ) has:been developmg smce '
..'the 19( Os as an 1mpo:t subsututton 1ndustry At ptesent it still lar gely mamtams the
charactertsttcs of sueh an 1ndustry wtth govemment enforoed equlpment eontrols and hlgh
_tanffs on yarn fabrlcs and so on Here, ‘the market mechamsm llnkmg the 1ndusny ‘with
the world market has not come into play Vet : : .
L@ Accordmgly, the yam and fabncs 1ndustr1es have not reached "comparative
superiority" exeept for some of their- products Ne1ther have they fully converted
themselves into export 1ndustr1es or ‘;upplled sufficient raw materials to the dome'~‘.t1c
export mdustrtes (garment mdustry) _ .

-(3) ' Due in part to the very fow’ level of domesttc demand for garments as
consumer: goods, there was almost no development of & garmient mdustry EVEN as an
1mport substltunon type In the 19703 a garment industry was ﬁnally established, but this
was divided into two areas, one of which was to meet domestlc demand and one which

-was aimed from the start at exports. :

o (4)1 In the latter half of the. 1980s, the gcnment export 1ndustry attamed a rapid
, growth asa result of ﬂuctuatmg wages and floatmg exchanﬂe rates in Asian countries. Its
exports have been increasing rapldly as well.

(5)' _ However as we have observed in the above, the textile sector is limited in
its ability o supply raw materials to this industry because of problems in terms of quality,
-varicty and pl‘iee Therefore the garment industry is beconﬁng increasingly dependent on
imported materials, '

(& Consequently, linkage between the texnle and garment 1ndustr1es
particular the supply relauonslnp of textile maierials to the garment sector, has not been
fully establtshed R _

(_7)' Though the textlle sector i§ 1mprovmg its eqmprnent and facilities with
govemment pertmssmn ‘their major produets are standard ones for the domestic market.
Itis the mdjonty opinion that there has not been that much progress made in the point of
supply of matermls needed by the garment sector.

-(8) ~In order to develop linkage between the textile and garment sectors, the
h :enter_p"'rises involved with specified fabn_cs, dycing, printing, finishing and other
midstream sectors should be etluipped with functions and capabilities to meet the demand



for gﬂrment matcmls It is also necessqry to develop “convcrterq" wlnch plan and
develop materials and control the processing bctwecn the two In toddys ’I‘ halldnd )
however, tho.\,e functlons rmd (‘aqullmes are not fully developed R

_ Tn mder o further devclop the garment 1ndusiry as an- cxpont mdustry, 1t is
clcmrabie that. the link with the textlle mdustr}' be stlen‘gthened To dttmn tlm, it 18'7
consldemd necessary to take: steps toward 11bcrahz'1t10n and lltlllZ‘lthl] of the malkct

mech’nnsm in the textﬂe industry. It is also vital ihat there bc q gle'atcr exch’mgc of

mformatwn bctween the two mdusmes and that’ the funcnons and cap'tbxlmes be' '

1mproved (for cxample, by strengthenmg the dyemg sector and foqter conver ters) Tlm_

~ should 1nv1g0r’1te the textile mdustry, he]pmg it to develop nto dll expoxt mdustry and
become 1ntcl natiomlly compcntlve ' v
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1-3. BOI I_m*e'stn_rent_' Tncentives and Sectorial Industrial _Po_ﬂti'cies |

r1 o aelueve a Sw1tchover of emstmg unport substltutlon type mdusm "s to export .
orrentanons and to develop the lmkage which 1nherent1y shou]d ©x o th

various mdusmal sectors, ice., the correlatron and relatronslups f
'dependence it is eo;xsrdered effective, and necessary, to adopt scctoml;mdustml '

policies; 1e “to devisé comprehenswe hmtted tlme frame meentwes and‘-'

preferentlal measures for speeiﬁc seet01s apart from the BOI mvestment mcentwes

I‘oday, many mdusmes in Thf\ﬁand are ﬁehxe\rmg the chmgeover ftom unpott
subsnmtron to exp oits: However, the degree of changeovet in eqch mdustry dnd the pdee'- '
of chan ge natmally dlffer from otie to the other and the gap between some 1s 1mmense
Beeause of such drfferences, lmkage between mdastnes of the same kmd or between" :
closely re]ated mdustnes has not developed e g f i

The BOI mvestment mcennves have partzcnlarly reeently pldyed a great tole 1n
promotmg export related mdustn'tl development Yet 1t cannot be. said that they have' :
played a sufﬁelent role m helpmg o convert mdustrtes from 1mport subsntut:on 10
- exports. This is: because the mvestment mcenttves have m desrgnatmg promoted g

industries”, been apphed to new mvestment prOjCCfS of enterpnses after strlngent case—
| by-case exammanon Therr effects have not necessanly been fei‘t by the mdus’mal seetor
_asawhole _ R o St . s
‘Nor. have they played a suffrcrent rote in deepemng the llnkage between the new
export industries and the exrstmg 1mport substitution industries. ‘On the contrary, in. some _
cases, BIO 1nvestments have either broadened the gaps ‘between the export mdusmes who
have been alded by them and other mdustnes or even weakened the hnks between the
two. ' ' - - . : .
_ For the industrial development of the! natlon as a whole, itis 1mp0rtant for each
mdustry to make progress by strengthenmg lmkage w1th 1ts pertpheral mdustries 50 that it
can upgrade the level of the entlre mdustry and enhance 1ts added vaiue as a whole _

To this end pohttcal measures are requtred to promote the development of less
deveIoped 1ndustr1es and sectors on the | premtse that hberallzatlon and utrllzatlon of the_'
market mechamsm for the entrre mdustry should be taken mto consrderdtton Thls isone
of the si gmﬁeant aspeets of the “seetor approaeh " thseussed in the fu'st year report.

In other words, there i is a need for. mdustnal poheles by sector 10 strengthen
' linkage_between the rapidly growtng expoxt mdusmes under B(_)I_ investment management



©the sectors concerncdl

"and then penpheral relevant mdustrtes, maklng it posetble to obtam a balanced
development throughout entire mdustrtes It is necessary to develop comprehen‘nve
_pohctes for v1taltzmg eneouragement for BOI investments, modermzmg existing
1ndu<ttrtes and strengthenmg 'helr competmve power. These policies must be enforced in

g edtum and smalI scale enterprises. The basxc dlreetlon _

| ~ should be. toward encouragement not restnctlon and proteetlon with the ulttmate aim of

: hbetah?atton and the mtrodn liof of\the market mechamsm _
As ior the textlle 1ndustry, .whtch was mclnded in the latest survey, here too it is

' _necessary to appl" 1ndusma1 pol'

es' by sector to promote ehangeover from 1mport

: 'substttutlon to exports At the 'ame t1‘me ‘in order to strengthen the hnkage between the
textﬂe 1ndust1y and the gannent mdnstry, 1t 1% necessary to prepare lndusmdl policies, by

 sector, to. develop the mtd stream seetors whreh meiudes speetal fabncs kmttmg, dyeing,
. ’prmtmg and frmshmg Addlttonally, another pohey shouid promote the development of
| eorwerters which eontrol the pld,nnmg, developmg and processmg of the products in the
: sector Further -4 brlsk exehan ge of mformauon among ‘the textile," garment, and
. penpheral mdustrtes would be a precondmon to stxonger hnkage '

c9



~ Chart 3. Industrial Policies in Thanfan'a-(ts fypésjor' -a*‘p‘p'ro'ach)'

' Expowemented mdustry
- Home electtic: apph'mces
_electronics, parts of auiomoblle
parts, garments. etc

BOI bcheme - o -
Prefercntial treatment in laxanon %
& customs duty e il
o Str'itegzcally 1mportant mdumy

F - Automobiles, petrochcnucah

: texnleb fert;hzels, ctc -
Sectorial apprmch '

(Promotion policy by mdustry)
Preferential trearment in customs
dluty, taxation & financing

\ o Exporbouented SMES f. :
Toys, pottery, furmtmc gannents, :
etc _ RS

: _ . Suppornng mdustry S

o Metal, metal processm printin'g, .
POllC}’ fOI' SMES L ) dyglng, etc Co
Preferential ueatmem in fmancmg,' e N .
othexs ' N Rura} mdusuy : .
' Food processmg, woodcn goods, -
‘ete,

: Reglonal mdusmal promouve : -
: ' Cottage mdusu)

policy - ' L
Preferential treatment in ﬁnancmg, C
others

~# Other SMEs

_ BOI scheine _

jExport—(_)'rientéd'Iarge :
enterprises :

_\\'
R industrial
Export-oriented small- / promotive
_ and medium- size - . policy

cntcrpnses \

© Roral @ -OzhersMEs* o ...cottage_
industry _ ~industry

Sector —-«--—-—-> Stratcg;cally .
: ' nnportant mdustry

Regional

upporting industry

Policy for SMEs
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B mechamsm

1-4. Use of Domestic Resources and Export-Oriented” Industiies

_ For the development of export-orrented manufacturmg 1ndust11es usmg' -
domestlc resources, the’ supply of domestrc resources to the export orrentedr .
"'1ndnsmes ina manner linked with supply and demfmd on. the woild nmrket 'md the "

7 market mechamsm that is, at 1east under the same condrtrons as with nval exportmgf a

countrres rs essentlal Therefore the government should take responsrbrhty and 3

move 1ts resource pohcres in th'it dlrectlon ' s '

_ Makmg effectrve use of domestrc 1esources,_exrstmg or produced in the _
manuf'rctunng 1ndust1y, mecms that the results rrom rndustrrahzatron can affcct the natur al’_ ;
resources 1ndustrres (the prrmary ':_dustrres) such as agrxculture, forestry, flsherres _

_mmlng, etc and resuIt 1n hlgher added valne for the enttre economy dnd mole

: employment

R

_ On the other hdnd
economy, are hmtted (for &;

al esources, whrch are very srgmﬁcant for the natron 5

many cases controls therr
sales are camed out w1th n
'compentlon based on theT

If however export stries @ ) omestic -1
Hrgnore supply condrnons and prrces of the same resources 1n forelgn countrles That 1s 1t _' _7
is essentzal to supply resources 1o domestrc export onented 1ndustrres ina manner hnked
wrth supply and demand of the resources ofi the global markel ie., the market

For an export 1ndustry, 1t 1s 1mp0rtant o 'oe able 1o freely Db[dln the hrghest qualrty_

| raw materrals at a- low prrce Wrthout thrs the 1ndustry cannot malntdm its

- competrtlveness or deve}op rn ‘the "f"rdst of the f _ _e_competrtlon on the world market

'Accordmgly, the govemment w}nch 0 ftrois, restrrcts and protects domestlc resources
should: e responsrble for thelr supply in comphance wrth the mtematronal }evels of
'quahtyandprrce B _' : T R '. o '
Thaliand has been blesscd wrth natural resources and therc 1s plenty of scope to
hnk them with rap1dly developm g export Industrres To thrs end 1t rs recommended that
"suppiy be secured in hne wrth the world market by ensurmg conserv*rtmn and a stable-

'.Supply of resources It 1s ‘considered 1mperatrve for export 1ndustr1es to obtam raw

ez



| matcuals under the same eondtttons as their competttors and govemment policies should
be deve}oped in thls dnectlon ' ‘

Cotton is- produced and supphed usmg the market mechamsm in general

_ '_rllowever takmg mto account that presently thc supply of cotton is dependent mostly on
b 1mp01 ts cmd future ulcre'tses 1n demand wdl restilt from the expansnon of the textile sector,

_there is: enoug
.' ,;_stablltty of th' Cotton
by, for example eomohd":_' "ng' cotton Sttn age. functtons in pl oductlon and dtstnbutton It

'toom_to expand lts productlon To rcahze this, the profltablhty and ;

cu]tlvatton busmeqq shouid be ralsed w1th0ut hmdering the rmrket

_' _1s desu"tble that cultwatton be made more attracttve to the cultwators 5

The Wooden furmtu :mdustry in Thatland began by uttlmng domestlc wood_

:resourccs Today, .however the lumber resources at home exccpt for the use of rubber_

'matertals have aim_‘__ t: drted up Accoxdm gly, in order {0 mamtam or develop it as an

export 1ndus ry, condltions must be created whereby the mdnufacturers of -wooden
" "furmture w111 be able to obtam fore1gn logs and. Iumber freely and ona constant ba:;1s

: S To achleve thxs xt IS requlred that 1mported logs and lumber be allowed to Circulate
) freely m the domestlc market which shouid work in linc with the 1nternatlonal market
Rubbcr mateua}s, _whlch are currently under government control will’ also have 1o be

‘allowed to ‘ cu!ate under the market mechamsm Furthe1more it is necessary to

mtmmlze, as much as poss1ble, the dtfferences 111 the purchasmg COﬂdltIOilS for logs and
.'lumber for large scale furmture makcre and smail and medium-scale entcrprlscs by
: mtroducm g coopemttve putchasmg and ' t,ooperattve sawmg 'elc.

C13
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_ 1_'4_35'_-.: Desighsi ander'andsj in Industiy

De31gns dnd brands often piay an 1mportant role n ratsm;, the added value in
i the nra.rment wooden furmture and other consumer goods mdustues ‘For the
','ﬁj‘iabol intensive consumer goods” mdustry to cope w1th the challenge posed by the
-~ sise of iower wage countries and m’tmtam 1ts pos1t10n as an export. mdustry, it'is:
| tmportant o ratse the Ievels of quahty, performance, 1deas, and processing and 0
: .bulld up.one’ s own de31gn development abtlmes and brands

The stgmﬁcanee of de51 gn in mdustry has been pomted out. frequently ‘Especially
i the ﬁel of hlgh grade consimer goods used in daily life (garments furmture, ceramics
©and: so forth), design often plays a decrswe role in commercral success

“Like: des1gn, brand atso plays an 1mportant role in 1ndustry A brand is'a name '
Wthh ldentlﬁes a commodtty and lhus it 1s natur'tlly linked with the product s quahty and
B performance But'in the freld of hrgh grade consumer goods it has' a closer connectlon
wrthdes1gn : o O R AR ST
~The best exampte of the link: between the two and mdustnal actwmes is observed
in the Pans fashlon busmess As the trftdmonal center of fashlon Pans has given birth to
many worId famous desrgners such as’ Chancl Chnstian Dror Prerre Cardin; Yves Saint
Laurent and so forth T hese names are ‘used, -as they are as the brand name of fashion-
'related commodltles (garments leather ]ewelry, cosmetlcs etc) which are sold in

- markets all’ over the world:

_ The design and brand Arouse: the interest of consumers ralse the image of .
| commodltles and could be factors in enhancmg the added value of the commodlty The
added Value i’ produced by the quahty, performance degree of processing and the
-pI‘OdeCeI‘S concept,’ but as for hlgh gr ade consumer goods, the design and brand play
' more srgmﬁcant roles ' '
Though the garment and wooden furmture industiies ‘in Thatland are: raptdly
_ : growmg a§ expon lndustnes ‘the’ designs of their commodrtres are miore or less supplied
. by their’ customers as are the brand names Orlgmal desrgns by the makers are limited and
"on;,mal brands are even fewer “This is qulte natural as these- types of 1ndustnes were
introduced to Thatland from abroad for the purpose of transfemng producnon bases 3
However the desrgn and color sense of the That people arc highly regarded. In
the ]ewelry sector soine desrgners are already known in the wortd market, It is sald that
. promtsmg young desngners in the textile industry are beglnmng to grow as well,

15



The Thal expo t gﬁndusmes are destmed to compete w1th new rlval mdustnes_'. _
suoh as Indonesm Chma, Iudla, ‘ akxstan 'md 50 on. A key weapon for Thzu mdustry in
such a battIe could be hlgher added value as a result of_ more reﬁned des:gns and brand .
: y and hrghe_}duahty e U L '

1mages as well qs T e:advanced teehnolog al' ‘ e _ _
f desrgn and br and a1e par amount m o

Espemally n | he annent mdusuy, th

. enhancmg the added value and _trengthemng

prices whxch have rcsulted frorn unprove quality and prooessmg degrees the role of o

chIgn and brand w1li become even more srgmﬁcant s U AT A
the in ! the textlle and gannent 1ndustues e
has been greatly rec,ogmzed smce the late 19703 Iy "thenew textﬂe vmon" determmed by

' :the Mmlstry of Intemauonal Trade and Industry (MITI) in 1983 adir ecnon to develop the- .

texnle and garment mdustnes ‘as a "fdsh10n 1ndustry was mtroduced and concreie
promotlon measures for it were aiso deveioped 1t was around that tlme that JE'l RO heid a

-large scale apparel fan: 1n New York . : o
Among the other Asran countnes Hong Kong and Smgapore have made pamcular ‘
1980s. 'hexr major acnvmes in-

this area have inc ol dmg fasghlon ':hows 'md contests and_parnelpatmg in overseas '

trade falrs w1th the 31stanoe of therr trade promotlon orgamaatlons Due to the frurtful

resu]ts of those acn\utles they have produced desxgners and brands Wthh are hlghly

: 'regarded in the world market today

The roIe of deszgn and brand 1rnage m the texnle and wooden furn' ure 1ndusn 1es

s not small Although textﬂes are ' :_fmlshed consumer goods thelr: esrgn is. stlll an :

'1mportant factor when they are 1 matena]s for garments and mterlor goods In

: _wooden furmture the role of de31gn-1s enormous to say nothmg of the- roles of 1ts )
funehonablhty, quahty and degree of processmg “The more refmed the fumnure the more

It 1s an 1mportant factor for,each exportmg 1ndustry of consumer goods in

’ 'Ihaliand o 1mprove its de31gn capabrhnes and to develop brand 1mages based on theii in
order to compete wrth low-wage con mes To this end 1t is not enough o foster
: desxgners and promote des;gn development To be effecnve the contact arcas between the _
des1gn ﬁeld and 1nclustry must. be w1dened by consohdann g de31gn educanon gwmg
'opportumnes to demgners to: be active; and drssemmatmg design 1nformatzon at the
| government and mdustry level Before this, consumer goods. mdustnes should itis
_ 1mponant be made aware of the 1mportance of desrgn and brand,-

petltlveness W1t11 the h;gher se]lmg S
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1-6. Settorml Industrnl Pohcws 'md the Rolc of Rehted Govemment
Agcncres and Industrml Organuatmns ' C - '

In formulanng and nnplement]ng sect rial industrial policies for the promo'tlon' "

of spemﬁc mdusmal ﬁelds the sections and off]c:als i} charg of' those sectors: o

formanon and 1mpletnentat10n of the . ltcles Fnrther' ndustrla_l orgamzanons_f .

thIlS and ofﬁctals=-‘-_"'-_ .

'belonglng to said sectors must mamt'nn clt)se o act w1th the s :
in charge and play a posrtwe role in sh'tpmg the opmrons of the mdustrlal world

Industrral .pohc1es by sector 'tre des1gned to promote development 1n spec1f1ed'_‘

" 1.

1ndustr1es In Japan South Korea and Tarwan "basrc 1ndustr1es strategrc 1ndus _es

or specmed exportrng 1ndusmes were often selected m the proc ss' of md rtal
development and supported hy preferennal treatmcnt in the areas ef ﬁnance, taxa :

customs and- by spectal condmons for the Supply of raw matenals and energy The same
'measures have been employed in many ca';e'-; of specrﬁed ﬁelds m the small and medmm— '

srzed busmesses There have been some. cases of fallnre w1th these measuret. but there o

have: been more cases of success g

"1s -that a serres of -

One of the 1mportant prermses for_t‘__e' sector approacl

Tlus is because the key mdustrtes in every country are always changlng asa result of thef':

stage of development of the country s overall economy Furthermore, itis consndered that
_ greater effects wrll be produced 1f a senes of prornotlon meaaures are applted m a
'. concentlated manner for a pamcular penod R T

_ Regardmg the formulatmg and enforcement of 1ndustr1al pollcles by sector 1t 13_
necessary to create a sectron in charge at the government ofﬁce concerned The offlcers of
the section: take responsrbtlrty for determmmg the poheles and ad'tptm g them by
~ constantly bemg aware of the current srtuatron and problems EERE R :

~To fulflll the1r dunes the sectlon and ofﬁcers should-’; lways have contact wrth’ '

mdustnal bod1es experts key persons, etc and work out’ promotron measures and '_
tackle 1mplement'tnon They should also keep m contact and exchange vrews w1th related -
government orgamzattons (especmlly the Mmlstry of Commerce or the Mlmstry of' B
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annee) Offlcers should '1130 be leqmred to hzwe delC knowledge of vanous flelds and
to learn how 10 dewse plans regat dmg ﬁnance, taxatton customs and s0 on, On the other
hand, the: upper seotor in the m:mstry should make efforts fo let the offlccrs to whom
_ ,they gmnt power : as much as poss1ble, collect relevant mformatlon e T

- In’the case of J'lpdnh offie sections, b'

"mdnstry or by commod1ty, are created

"wrt}nn MITI The1r scrwees are summam:ed as follows EERREIEE _ _
2 b) Dlaftmg of pl'ms reg,uldttons and_ admm1strat1ve measures regardmg the -

' productton oneulatton, salcs dnd trade of the mdusu ies and busmesses concerned (or’

commodmes concemed) : i : '

Y22 Development and promotlon of the technology regardtng, the industries and -

' busmesses concerned

_ -3) Estabhshment of mdusmal standards

4 Pxomohon of trade L =

5 Fulﬁllment of mternanonal agreemems
. '6) Apploval of acts of the mdustrlfil bodies concemecl
g 7) Estabhshment and management of mspectxon systems

o _Correspondmg to the msututlons and funcnons of the government the private
sector concerned should dlso play a certam role 1n the decisions eoneermng and
mbod1ment of mdusmal pOliClGS by sector In domg thls the mdustnal orgamzattons or
assocmnons should represent themselves 10 commumcate exchange opinions and
negouate wrth the gove1 nment section and 1ts officers '_ '

: The mdusmal mgamzahons con31st of legally estabhshed ones and informal ones
some of whlch ann at economic or polmeal purposes but eome of wlneh are only for
socml]zmg T : . _
' In elther case; however when the govermnent ‘extends its assistance to the
development of a spemﬁed mdustry in comphanee with an 1ndustrral pol1ey by sector,
there will also arise significant roles and TCSpOﬂSlbﬂlttCS for 1ndustr1al organizations which
belong to the mdustry : B

o Lookmg at the cases of J; apan, the Repubhc of Korea and Taiwan, it would have
been 1mposs;ble 1t 1s s.nd to enforce their mdustrnl pohctes without the help of the
' respeetlve industrial orgamzanons
' The role played by 1ndnstrlal ‘1ssoc1'1t1ons in the decmons regardmg and
embodrment of the mdusmal policies by sector are as follows:

l) Gathermg mformanon and opinions from ‘the member enterprlses and
coordination amon g these enterprises.
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2) Thc exchange of mformatlon and opm1ons w1th the govcmmcnt ofﬁcee in.-
charge. and coordmatlon with the offices, + . : S

_ --3) stsetmmtxon and pubhc ielduom actwmes concemmg mfonnanon ncccssary‘
. to thelr enterprlses e R ‘ ' e :

4) Commumc'mon and exchange of 1nfon‘nat10n 'and opxllons with rclevant
government orgamzatlons mdustnal assocnatlons and foxelgn mdusmal bodtes etc

5) Piannmg and execunon of necessmy acnons the | assocmuons may havc to take

- c20
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17, Use i(’){""Publie(_ilr_-geniw.n_i(,.i_o:t_ls- for sﬁlidtlS@bi_hl" Promotion -

When a pubhc or gamz’iuon prowdes semces ‘lo prrvate (,ompfunes m the ﬁeld ’
of mdusmal 'xetwmes freqnent nse 1s m'\de of the prmerple of h'wmg ‘the

benefrcrarles bear the costs of the semces accordmg o their abrllty 1o pay Thrsf' S

enables the pubhe orgam?anon to secur ] 1dependent ﬁscal resources and repl'tce E
eqmpment or. strengthen its st‘tff freely dt 1ts own drscretlon‘ 'Ihrs in turn le”xds to_._l"_?
gre'iter aetl\nty of the’ orgamzanon and enables it to shrft to to a sem1g0vemment'_"'.'= |
"third sector” or to pI‘Ofli makmg {hrough a sh1ft to mdependem accountmg not '

requiring ofﬁexal subsrdles

In a free economy, mdustnal actrvmes baswally dependf on. pnvaie mdustry
HoweVer there are many eases in ove:seas countrles where due to mdustrlai promotlon
or other reasons pubhc orgamzatlons render serwces for prlvate enterpnse N

Servrce actrvrues rendered by pubhe orgamzanons ahhough dlffermg between

countries, are m generﬂ as foHows . R o
E Educatlon and trammg of engmeers skrlled ]abor managels and 50 on
* Research development technology developrnent espenmental produetlon
% Estabhshment of standdrds and crr{ena . Sty .
* Inspectlon of the quahty and performance of produets approvai and cernhcanon
of i mspecnon results EEN S ' ' '
* Colleenon and presentanon of mformanon and data
* Offers of pubhe funds. ' -
- * Granting pemnts and approvals and carrymg out suwerilance of how the law is
“enforced ' :

Generdlly speakmg, atan early Stage of mdusmallzatron publlc orgamzatlons are
established wrth government f unds and serv1ees are rendered either free of eharge or at a
low ¢ost. The focus of the services rs eoncentr ated on education and trammg in the ﬁeld
of teehnology 7 , L : R :

“In the developmg stage, due to. the addmon of le“lOl.IS serv1ces for mdusmal
: promotlon the seope of the services expdnds to mclude, for example, settmg standards_

and crrterla 1nspectmg matenals dnd goods, collecrmg and offermg mformdtlon et At' S

.thlS stage m addrtlon to’ government funds, prrvate funds are often eollected in the form "
- of. membership fees 1nspeenon fees and rental fees for the purpose “of extendmg o
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servxces Collectmg appropmte fees from the benef101ar1es for pubhc serv1ces is regarded
the beneﬁt prmctple and it IS adopted in many countnes _ .
AL almost the same stage 01 ganwatlons are of ten: estabhshed on the 1mt1at1ve of

- prwate mdustry fm the pnrpose of the common beneftt of the members In some cases,

| ) -pubhc fiands’ asmst these orgamzatlons but whatever the case, service: orgam?auons
: :opemte as mdependent 'tceonntmg umts“ and perform then servtees ‘tutonomously
~In Japan rmny of the pubhe of gftmmtlons eollect self-supportmg funds such-as
"-'_membetshtp fees mspectlo. _ fees, rental fees and 50 on, which’ are then spent for the
_’expansmn of equtpment and fac111ttes or the unprovunent of the servwes “There are also
' many cases where prlvato 1mtﬂttve launches pubhe service eorporattons whxch offer
s servu:es to the pubhc ' : '
_ The pubhe orgamzatlons nnder the Thal Mlmstry of Industry are mamtamed and
operated by’ government funds in almost all cases even today. Therefore, 1t is not easy. for '
“them to replace or modermze their eqmpment or expand their staffs to meet with the
'growth of 1ndustry :For this reason, in more than a few cases,: the public service
_ orgamzauons can no longer meet the needs of the mdustnal world w1th their’ serv1ces
Even' assummg that the pubhc orgamzatlons makee thelr users bear part of their
expenses those payments in general’ are counted as government revenue and not used
-dnectly for the expenses.of the pubhe serv1ce orgamzanons themselves Therefore, the
pubhe orgamzatlons currentlv have no mterest in mcreasmg theu' TCVENUEs.
The pubhe servu,es m mdustry should be 1mproved and expanded along with
'1ndustr1al development To: reallze thlS it is often ‘necessary to expand and renew
equapment and facmtles and to increase the number of staff, whlch is not managed, in

- many c¢ases; by pubhc funds only,

In th1s case if pnvate enterpnses are assumed to share some of the bencfits of the
requested funds 1t would be effecuve to adopt the self—paymg principie: Thxs is because
public orgamzatlons themselves try to obtam mdependent funds by renderlng good
serv:ees and stnve to 1mprove the1r equ:pment and fac:hnes and staff In short, the self-
paymg pnnuple is often effecuve for the v1tal1zanon of pubhc organizations.

It is also p0351b1e for pubhc orgamzat:ons, ‘as government organizations
. estabhshed by government funds or w1th overseas assistance, to 1ntroduce step-by-step
the prmc1ple of havmg the beneﬁcmnes of the;r services bear their expenses along with
the development of the 1ndustr1es covered by their services, the accompanying rise in the
' ablltty of the beneﬁelanes to. pay, and the need for expanded services. In this regard, it
would be poss1ble to select any orie of the followmg measures” 4 |

1) Convert the governmentorgamzatlons themselves to "attached organiaation_s" or
| mdependent orgamzatlons ' '
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2) Convert the govommont orgamzanons to "smmpubhc orgamzanons md thcn to -
pnvate orgamzations s ‘ . T BRRTER

-3) Creatc “uiser. orgamzauons outmdc of tho g,overmnent orgamzanons and havo
_ funds pooled there and oxpended as necessary; and SOREIS e

4y Have mdustriai orgamzatlons funct1on as the’ above melmoned usc_r_
orgdnlzatlons : ‘ ' '

_C:2_4'. y
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