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PART-V. Total Review of First to Third Year Surveys
1. Experience of Industrial Policies in Kast Asia

After the second world war, Japan focused on the basic industrial fields and
devised a series of incentives in taxation, financing, etc. for the same, thereby leading the
country from reconstruction of its industries to its subsequent high growth and forming
its unique "sectorial industrial promotion measures” (also known as "targeting policies™).

Korea learned from the experience of Japan in converting from import substitution
type industries to export oriented ones, focusing on key industries and mobilizing tariff,
tax, and financial means to protect and encourage them. In its subsequent policies for the
promotion of basic industries (steel, engineering, chemical etc.), it used similar means
and achieved tremendouns success.

Taiwan relied on general incentives in its initial program of export oriented
industrialization. In the subsequent promotion of basic industries and promotion of more
sophisticated export industries, it designated key industrial sectors and adopted means

mobilizing a series of incentives.



Table V.1, History of Industrial Promotion Policies and Export Promotion Policies in

Japan, Korea and Taiwan

Japan

Korea

Taiwan

Postwar Reconstruction Peri-
od (1946-48)
"Priority Production System"
Material Quota/
Reconversion Finance Bank
Loans/Price Control

Industrial Rationalization Pe-

riod (the first half of 1950's)
Prcferential Treatment for
cquipment investment {spe-
cial depreciations)/Loans
form the Japan Development
Bank/Tax Exemptions

Industrial Development Pro-

motion Period (the latter half of

50's)
Synthetic Fiber, Petrochemi-
cal, Electronics, Machinery
Tariff Protection/Selective
Fiscal , Financial Policy
(Loans from the Japan De-
velopment Bank, Deprecia-
tions, Tax Exemplions & Re-
ductions)/Approval of
Technology Introduction

High-Growth Period (1960's)
Building an Open Economy.
Industry-Government Coop-
eration System (Investment
Adjustment/Co-ordination of
Production Field/Indusiry-
by-Industry Development
Programs (Law on Extraordi-
nary Measures for Machin-
ery Industrics/Law on Ex-
traordinary Measures for
Electronic Industries.)

Stable Growth Period (1970-)
Drawing up "Vision", Utiliz-
ing Market Mechanism,
Knowledge-Iniensive Indus-

iry.
High Technology Develop-
ment,

<Industrial Promotion Policies>

After The Disturbance in Ko-

rea (1950's) o
Import Substitutional Indus-
trial Development Promotion
Aids Quota System/Double
Exchange Rate/Tax Exemp-
tion for Raw Malerials &
Machinery

Transition to Export Oriented

Industriaiization (1960's)
Stressing Economic Growth,
Introduction of Foreign Cap-
ital (Mainly Loans)/Export
Light Industry Promotion/
Tax Exemptions/Key Indus-
try Promotion With The
Government Initiative & In-
tervention

Export Oriented , Heavy &
Chemical Industrialization
(1970's)
"Heavy & Chemical Industri-
al-Strategic Industrial Devel-
opment Plan”
Government Controlted Fi-
nancing Organizalion.
Export Industry , Heavy &
Chemical Industrics Promo-
tion With Low-Interest Loan.
Expansion of Equipmenis in
Private Enterprises.

Liberalization , Heavy Chemi-
cal Industries Co-ordination
(1980's)

Economic Liberalization.

Import Substitutional Indus-
trialization Period (the first half
of 1950's)
Adjustment of Public Key In-
dustries-Sugar, Cement, Fer-
tilizer, ... etc./Textile Indus-
try Promotion with Bave
Import Quota

Transitional Period to Export

Oriented Industry (the latter

half of 50's) :
Adjustment of Public Key In-
dustry/Textile , Agricultural
Product Processing Industry
Development.

Export Oriented Industrializa-

tion in Full-Swing (1960's)
Introduction of Foreign Capi-
1ai (L.oans & Direct Invest-
ment)/Focusing on Private
Sector/Export Processing
Zong/Tax Exemptions & De-
ductions/Trading Company
Promotion

Heavy & Chemical Industriali-
zation (1970's)
10 Major Development Plan
Foundation of Public Enter-
prises of Iron & Steel, Oil
and Shipping/Social Capital
Adjustment

High Technology Promotion
(1980's)
Specifying Strategic Indus-
try.
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Japan

Korea

Taiwan

Leaving Public Ceoperation
to Private.

Foreign Capital Liberaliza-
tion. Finance Liberalization,
heavy & Chemical Industries
Co-ordination

Small-and Medium-size En-
terprises Promotion

Tax Exemptions for Elec-
tronics & Machinery/Low-
interest Loans/Preferential
Revenoe Fund/Automobile
Industry Promotion.

<Export Industry Promotion and Export Prometion Policies>

Industrial Rationalization Pe-
riod (the first half of 1950s)

Financial Preferential Meas-
ures. .

Export Preferential Finance
(Low Interest Rate Reduc-
tion of the Bank of Japan)/
Foundation of the Export
Bank of Japan in 1950.

Tax Preferential Measures.
Export Income Deduction
Special Deduction for Export
Export Insurance.
Foundation of JETRO.

Industrial Development Pro-

motion Period (the latter half of

1950's)
Shipment Export (Loans

from Export-Import Bank of

Japam) :
Special Deduction of In-
comes related to overscas
transactions

High-Growth Period (1960's)
Economic Liberalization,
Strengthening International
Competitiveness.

Piant Export (I.oans from
Export-Import Bank of Ja-
pan)

Special Deduction for Ex-
ports

Overseas Market Develop-
ment Reverse System
Expansion of JETRO

After the Disturbance in Ko-
rea (1950')

Export Promotion in Import
Substitutional Industrializa-
tion

Export Promotion Fund/
Export Credit Finance/
Foreign Currency Deposit/
Export Subsidiaries (but Ex-
port was depressed)

Transition to Export Oriented
Industrialization (1960's)

Private Enterprises Promo-
tion in Export Industry/
Direct Subsidiaries/Low In-
terest Loans/Accelerated De-
preciation/Tax Exemptions
& Deductions (Cost Reduc-
tion)

Export Light Industry
(Tcxtile , Wig) Promotion

Export Industry Rapid
Growth Period (1970's)

Expansion-of Low Interest
Loan/Export Processing
Zone/Won Devaluation/
Sogo-Shosha System/
Export-Import Bank of Ko-
rea/Introduction of Value
Added Tax

Coping With Trade Conflict
{1980's) '

Export Self-Constraini/
Eaterprise Advances (o
U.S.A. Promoiing Open
Market

Import Substitutional Indus-
trialization Period (the first half
of 1950's}
Public Key Industry Adjust-
ment/Bave of USA Aids Im-
port Quota/Multiple Ex-
change Rate/Double Price
System

Transifion Period to Export
Oriented Industrialization (the
latter half of 1950's)
Starting Rice, Sugar, Agri-
cnltural Processing Products
Export {Public Sector)/
Export , Import Exchange
Link System

Export Oriented Industrializa-

tion in Full Swing (1960's)
Exceptional Loans/Export
Loans/Export Processing
Zone/Trade Company Pro-
motion/Trade Company Pro-
motion/Tax Preferential
Treatment by Investment
Act./Introduction of Foreign
Capital

Export Indusiry Advanced Pe-

riod (1970's)
Strengthening Public Enler-
prises/Export Insurance/
Export Import Bank's Medi-
um- & Long-Term Export
Loan System/Foreign Trade
Development Association
(Far East Trade Service)
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2. "East Asian Style" Induatrial Policy

The-éoncept of industrial policies gradua]ly became clearer and more solidified
through the series of industrial promotion measures used in Japan after the Second World
War, The success of the same has been recognized and similar forms of policies have
been adopted by Korea and in part by Taiwan. Here, these may be called "East Asian
style” industrial policies.

"East Asian style” industrial policies feature designation of ‘specific industrial
sectors for promotion and mobilization of various incentives in a concentrated or limited
time fashion, The specific industries are designated with reference to the history of
industrial development in the advanced countries.

The means used for promoting the key indusirial sectors have basically been
incentives in tariffs, taxes, and financing and have further included lifting or easing of
restrictions, support for research and development, and establishient of "visions" for the
industries.

The main promotional means used for the sectorial promotion measures in East
Asia were as follows:

[1] Tariff incentives — Abatement of import tariffs on the machinery and
equiprent, parts, and raw materials necessary the industries

[2) Tax incentives — Special (accelerated) depreciation on the machinery and
equipment for specified industries and abatement of business taxes, corporate
taxes, eic.

[3] Financial incentives — Low term low interest financing for capital investment
and purchases of machinery in specific industries, financing of low interest
funds for purchases of raw materials or exports, guarantees for these, etc.

[4] Lifting or easirg of controls — Lifting or easing of controls in areas relating

to promoted imports in the case of controls on introduction of foreign capital,
introduction of foreign technology, new establishment of facilities, etc.
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[5] Support for research and development activities — Government assistance for
research and development activities in specific industries or tax and financial

incentives for the same

[6] Establishment of targets and “visions" — Drawing of pictures of specified
industries five or 10 years hence and use of the same as common directions

for government policies and activities of private companies

In the promotion of key industrial sectors, the method has been adopted where the
sections in charge of the industries in the government, industrial organizations in those
industries, etc. play central roles in the exchange of opinions and information between the
government and private industry, establishment development goals in a cooperative
manner, and engage in activities for the promotion of those industries.
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Fig. V-1. Features of " East Asian Style" Industrial Policy
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3. Small and Medium Enterprise Policies

To maintain the vitality of industrial activities, it is recognized that it is desirable
not only to prevent monopolies, but also to maintain a balanced coexistence between large
corporations and small and medivm sized enterprises in the industrial structure so as to
form a "social division of labor", Therefore, even the advanced nations often have
policies for the promotion of small and medium sized businesses.

Japan has had policies for the promotion of small businesses as part of its
industrial policies based on the Small and Medium Enterprise Basic Law enacted in 1963.
The law provides for measures for the promotion of small and medium sized enterprises
overall and measures for promotion of specific industries.

Korea stressed the development of strong financial groups in the early stages of
its industrialization and therefore development of small businesses was delayed. In the
1980s, however, it strengthened measures for promotion of small businesses and took
concrete steps such as the selection of key industrial sectors and establishment of
incentives. Taiwan launched a "central satellite factory system" in the 1980s with the aim
of raising the Ievel of its small businesses, under which the ‘government has been
supporting the development of small and medium sized enterprises.

Small and medium enterprise policies have two aspects to them: continuous policy
schemes covering small business as a whole and short duration policy schemes for key
industrial sectors. Together with the sectorial industrial promotional measures covering
large companies as well, the small and medium sized enterprises in the key industrial
sectors are able to make use of different policy schemes.



Table V-2, Organization of Small and Medium Entferprise Policies of Japan

1. Modernization and advancement of SMEs

(1) Modernization by industry:
Measures for modernization of SMEs by industry (Small and
Medium Entetprise Modernization Promotion Law)

(2) Fin'ancing for advancement: _ ‘
System of financing of Small and Medium Enterprise Corporation
{Small and Medium Enterprise Promotion Fund Assistance Law)

(3) Improvement of management resources: :
System of diagnosis, guidance, information, training, technica
promotion, guidance for intermationalization, etc. by government,
local bodies, Small Enterprise Corporation, etc, (Small and Medium
Enterprise Guidance Law)

(4) Organization: -
System of promotion of joint operation of business and collective
business (Small and Medium Enterprise Cooperative Association
Law)

(5) Small and medium commerce and service measures;
Promotion and coordination of commerce
(Small and Medium Retail Commerce Promotion Law, Shopping
District Promotion Association Law, Law on Special Measures for
Adjusting Retail Commerce)

(6) Business conversion;
Measures for business conversion (Law on Provisional Measures
for Conversion of Business of Small and Medium Enterprises)

(7) Measures for regional SMEs :
Measures for SMEs in production areas, indigenous industries,
special industrial regions, etc. (Law on Provisional Measures for
Small and Medium Enterprises in Production Areas, Law on
Provisional Measures for Small and Medium Enterprises in Specific
Recession Areas, Law on Provisional Measures for Small and
Medium Enterprises in Specific Industries)

2.Stabilization of Management

(1) Financial assistance:
Financing by government financial institutions, fund assistance for
strengthening SMEs, credit supplementation system

(2) Tax measures:
Reduced tax rates, remuneration to business owners, special
depreciation, reserves, and other systems

(3) Improvement of net worth:

Investment by Small and Medium Enterprise Investment Promotion
Co.
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(4) Prevention of bankruptcies: :
Mutuat aid for prevention of bankruptcies, financing, consultations,
guarantecs, and other systems

3.Correction of Disadvantages in Business Activities

(1} Promotion of subcontractors:
Prevention of delayed payment of subcontracting fees, introduction
of subcontracting business, and ensurement of fairness

(2) Ensurement of government and public demand:
Participation of SMEs in government and public demand

(3) Rectification of business activities:
Coordination and ensurement of business fields (Law for
Adjustment of Fields of Small and Medium Enterprises, Large-Sized
Retail Store Law, Law for Special Measures to Adjust Retail
Commerce, Law Regarding Organizations of Small and Medium
Enterprises, Small and Medium Enterprise Cooperative Association
Law)

4.Small enterprise measures

(1) Project for improvement of management:
System of management guidance by commerce and industry
associations and chambers of commerce and industry

(2) Individual consultation and guidance system:
Guidance by small business counsellors

(3) System for financing improvement of management of small businesses:
Financing without collateral or guarantor

(4 System for funding modernization of equipment:
Investment of funds for modernization of equipment and leasing of
equipment

(8) System of mutual aid for small businesses:
Mutual aid system for abandonment of business etc.

Source: K. Fujita, M. Takeuchi, "Small Business Theory", Yuhikaku, 1987



4, Case Studies of Sectorial Industrial Policies of East Asia (OMISSION)

5. Current State of Thai Industrial Development
5-1. Matcrial Supﬁly Industries
(1).Textile Industry

The textile sector previously grew as an import substitution type industry, but
along with the rapid growth of the export garment industry, it has taken on another role
of expanding and strengthening the supply of materials to the garment industry. At the
present time, however, the backwardness of the spinning, weaving, and other facilities
and production technology, the insufficient capacity in the dyeing and other midstream
sectors, the lack of a converter function, etc. make it impossible for the industry todo a
sufficient job in supplying materials,

In particular, to eliminate the insufficient capacity of the midstream sectors such as
dyeing and printing, it is considered important for the public sector to provide support
for water supply facilities and waste water freatment, all of which are essential for this
industry. Further, in raising the technical level of small and medium sized enterprises in
the fields of dyeing, printing, finishing, etc., it will be necessary to strengthen the
leadership abilities of the TID (Textile Industry Division).

5-2. Supporting Industries
(1) Mold and Die Industry

The auto part, home electrical appliance, plastic, toy, and other export industries
are growing rapidly and demand for molds and dies is soaring as well. With the
exception of the in-house divisions of the leading companies, which include the foreign
capital affiliated companies, the mold and die industry is made up of small and medium
sized enterprises which still cannot cope with the demand due to their levels of technical
expertise, resulting in many users relying on imports.

To deal with the increase in demand for molds and dies, it is important to strive to
raise the level of the numerous small and medium sized mold and die makers. For this, it
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would be desirable to make positive use of the functions of MIDI (Metal-Working and
Machinery Industries Development Institute). In this regard, it will be important to help
promote industrial organizations and smooth the relations between MIDI and the private
companies and to help make more effective use of the activities of MIDI.

(2) Plastic Processing Industry {(Industrial Parts)

Along with the increased demand for industrial parts for electrical and electronic
equipment and automobiles, some of the plastic processing manufacturers which
previously produced household goods and daily sundry items have been diversifying to
the production of industrial parts. The production technology for industrial plastic parts,
where a high degree of precision is required, is insufficient in all areas, including
knowledge regarding materials, mold and die making technology, plastic molding
technology, etc. There is considerable room for improvement. Also, there are extremely
few processing manufacturers able to supply users with the amount of industrial parts

demanded in the qualities required.

To increase the supply of industrial parts, it is necessary to raise the level of
knowledge and technology of the many small and medium sized plastic processing
manufacturers. It would be effective for the Ministry of Indusiry to establish technical
training functions in this area. To enable the government to play a full role in this regard,
it would be impaortant to establish a policy unit for plastic processing in the Ministry of
Industry,
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5-3. Export Industries

(1) Toy Industry : :

The toy industry is growing rapidly as an export industry, but almost all of the
producltion and exports are by large sized companies (including foreign affiliated
companies) engaged in OEM production on order from foreign companies. The problem
is that these companies do not have product development capabilities or their own sales
channels and further that most of the other small and medium sized companies produce
toys of low quality and safety.

To establish the toy industry as an export industry, it is necessary in particular to
guarantee the quality and safety of the toys and to eliminate copies and substandard
products. The establishment of an organization for inspecting the quality and safety of
toys would be desirable. Further, it will be necessary to establish a section in charge of
the toy industry in the Ministry of Industry.

(2) Garment Industry

The garment industry is rapidly increasing its exports, but faces numerous
problems such as the limits of the domestic supply of materials, insufficient design and
product development capabilities, low quality and added value, and a lack of independent
sales capabilities.

To promote the expansion and strengthening of the garment industry, it is
necessary to develop human resources such as technicians and skilled workers and also
to promote the growth of small and medium sized ente:prises and subcontractors. Strong
support from the government is hoped for in this regard, Further, government support to,
in particular, small and medium sized enterprises, would be effective in the area of export
promotion activities, including programs for improvement of designs and brand images.

(3) Wooden Furniture Industry
The wooden furniture industry is already building a firm position for itself as an
export industry, but faces problems such as limited supplies of materials, a large

proportion of products of low degrees of processing and added value, and a low level of
technical expertise in the srnall and medium sized enter;rises.
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In raising the technical level of small and medium sized enterprises and raising the
degree of processing of products and their added value, effective support from
government organizations would be desirable. Further, the securing of stable supplies of
raw materials is becoming an important issue and here too measures by the government
are hoped for.

(4) Plastic Processing Industry (Houschold Goods)

Reportedly over 2000 companies produce plastic household goods and daily
sundries, but export products are made by only a small handful of companies of a
medium size or higher. Even these medinm sized and larger companies have insufficient
processing and design capabilities and further there are very few companies with
independent marketin g capabilities.

Regarding exports of plastic household goods and daily sundries, support
activities by the government in the areas of product development, design, marketing, etc.,
in particular for small and medium sized enterprises, would be desirable.

(5) Ceramic Industry

The ceramic tableware and novelty industry is moving in the direction of
development as an export industry, with even some small and medium sized enterprises
in the action. With the exception of the large companies in the Bangkok region, however,
the companies lack sufficient knowledge and experience in the supply of materials,
processing techniques, design, export marketing, and other arms. Further, in the
Lampang province in the North, the necessary checking and grading is not performed in
the supply of raw materials. Urgent measures are required to promote effective utilization
of resources and improve product qualities.

The ceramic industry, which is centered in Lampang province in the North, can be
expected to.grow tremendously as an export industry if improvements are made in the
area of raw materials and production technology. Toward this end, it would be extremely
effective to establish a public service organization in that region offering services such as
analysis of materials and training in production technology.
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6. Problems in Industrial Development in Thailand
6-1. Insufficient Conversion to Export Orientation

Thailand has been industrializing rapidly and converting from import substitution
to export orientation, but a broad range of restrictions and protectionist measures
introduced during the period of import substitution type industrialization remain. The
residual vested interests often serve to block the free competition and market mechanism
needed for export oriented industrialization.

6-2. Limits of BOI Investment Incentives

In the promotion of export oriented industrial development, the investment
incentives of the BOI (Board of Investment) have been tremendously effective, but at the
same time have served to widen the gap with the supporting industries and small and
medium sized enterprises, which do not enjoy such incentives, and to inhibit the
development of a linkage or mutual dependency which should be formed with the same.

6-3. Lack of Sectorial Approach

In Thailand, due in part to the unfamiliarity with the idea of sectorial industrial
promotion policies, there are no sections or officers in the government given specific
charge over the key industrial sectors and, further, industrial orgarizations which could
interface with the same have not been developed. There are many problems because of
these situations.

6-4, Backwardness of Small and Medium Enterprise Policies

Thailand has devised various types of measures to promote the development of
small and medium sized enterprises and cottage industries, from information services and
consulting to financial support schemes. The benefits are not as good, however, as the
investment incentives of the BOI, and the measures cannot be said to have been as
effective as hoped for due to various limitations,
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6-5. Rigidification of Public Services for Promotion of Industry

Most of the public organizations providing technical guidance, training or
supplying information, etc. for promoting industry lack sufficient funding, so cannot
replace old equipment so as to keep up with indusirial development or improve the level
of their services and therefore cannot meet the demands of industry.

6-6. Imbalance in Industriai Structure and Lack of Linkage Among Industrial Sectors

Despite the rapid growth of export oriented industries making use of the
investment incentives of the BOI, there has been insufficient development on the part of
the material supply industries, supporting industries, and small businesses which support
the same. Because of these, there is insufficient linkage among related industrial sectors.
The imbalance in the industrial structure is becoming a serious problem. Further,
industrial development is concentrating in the Bangkok metropolitan area, creating the
problem of a widening gap with the local regions.
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7. Application of "East Asian Style" Industrial Policies to Thailand
7-1, Adoption of Sectorial Industrial Promotion Measures

To promote the development of the main export industries of Thailand, together
with their supporting industries and cottage and small sized businesses, it is considered
necessary to devise, separate from the BOI investment incentives, limited duration
promotional measures of a type covering the key industrial sectors and industries and
reaching the many companies belonging to the same as well. For example, formulation
and implementation of such sectorial industrial promotion policies are considered urgent
and effective for industries like molds and dies, textile processing (in particular dyeing
and printing), plastic processing (in particular industrial parts), toys, and ceramics.

7-2. Small and Medium Enterprise Policies

Through the promotion of indusiry under the investment incentives of the BOJ,
the large companies, which include the foreign capital affiliates, and medium sized
companies have achieved remarkable growth, but noticeable problems have arisen, such
as the slow pace of development and modernization by the small and cottage sized
enterprises, the imbalance in the industrial structure and lack of linkage, and further the
regional differences in industrial development. Therefore, it has become important for
present day Thailand to also devise comprehensive and continuous promotion measures
for the development of the small and cottage sized enterprises. At that time, it should be
possible to achieve greater effects in the promotion of medium, small, and cottage sized
enterprises in the crucial fields by combining the overall small and medium enterprise
promotion measures and the above-mentioned limited duration sectorial indusirial

promotion measures.

7.3. Coordination between Government and Private Sector and Promotion of Industrial
Organizations

The effective implementation of sectorial industrial promotion measures requires
the clear establishment of units or officers in charge of the industrial sectors in the
government and the concentration of as much information and authority as possible in the
same for formulation and implementation of policies. Private industry, on the other
hand, must strengthen the industrial organizations, gather opinions and information from
companies, and cooperate in the formulation and realization of promotion measures
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through close communication with the government units or officers in charge. In this
regard, both the Thai government and industry still lack enough experience, so it is
crucial to establish a system of coordination between the government and private industry
with government support or foreign cooperation.

7-4. Use and Stimulation of Public Service Insfitufions

In promoting industrial development, public service institutions often play
important roles in the area of technical gnidance, managerial guidance', development of
human resources, and dissemination of information. In particular, a large role is played
by public institutions related to an industry under promotion in pushing forward sectorial
industrial promotion measures. In the initial stages of industrial development, much
depends on government support, but along with the development of industry, it becomes
possible to place most or part of the burden of costs on to the beneficiaries and place
programs on a self operating footing. Desirably, public service institutions in Thailand
will play more important roles in this regard.

7-5. Promotion of Indusirial Development in Regional Areas

The concentration of industrial development in Thailand in the Bangkok:
metropolitan area is creating serious problems of overcrowding of the city, emptying of
the local regions, and a widening economic gap between the urban and rural regions. To
resolve these problems, it wouid be effective to promote regional economies on a macro
level and, in particular for industrial sectors and industries which could easily locate in
the regional areas, to formulate and implement sectorial industrial promotion measures
and small and medium sized enterprise policies which lead to industrial development in
those regional areas. In this regard, the conditions for this are believed to exist in the
fabric toy, garment, wooden furniture, ceramic, and other industries.

7-6. Revolufion in Consciousness of Staff of Ministry of Industry

The Ministry of Industry is becoming the most important government organization
in terms of the industrial development of Thailand and is being looked upon with
increasingly greater expectation by the industrial world and related government
organizations. In order for the Ministry of Industry to fulfill its role and meet the
expectations held toward it, it would be effective to launch a campaign to revolutionize
the consciousness of its staff so as to encourage a spirit of challehging new subjects.
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Fig, V-4. Sectorial Industrial Policies and Small and Medium Enterprise Policies
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Fig, V-9, Changes in Role of Ministry of Industry
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8. Summary Programs of First to Third Year Surveys

Here, consideration will be given to the importance and priorities of the programs
presented in the first to third years in accordance with the key themes of the industrial
policies taken up in section 7,

(1) Sectorial Industrial Promotion Measures

First, regarding the sectorial industrial promotion measures, most of the industries
covered by the survey lack unit or staff for taking charge of sectorial industrial policies.
In particular, it is considered of urgent necessity to establish policy units to take charge of
toys, plastic processing, and ceramics.

These policy units must prépare information and data regarding the industries in
question and obtain a grasp of problems and issues through obtaining information and
opinions from industrial organizations, related organizations, experts etc. Further, based
on this, they should draw up desirable directions for development of the industries and
visions of their future and should formulate and realize sectorial industrial promotion
measures combining varions measures for elimination of the problems in that direction.
In this respect, what should be particularly stressed for the present are policies for
promotion of the mold and die industy, plans for augmentation of the textile material
supply sector, and the program for promotion of the plastic processing industry.

(2) Small and Medium Sized Enterprise Policy

The small and medium sized enterprise policy at the present stage is limited in
effect due to the small size of the policy scheme. Most of the indusiries covered by the
survey are strongly small business-like in nature and even if sectorial industrial policies
are formulated, it is considered essential to supplement and reinforce the same by small
and medium enterprise policies. For this, it is desirable to strengthen policy schemes
including abatement of taxes for small businesses, augmentation of low interest
financing, etc. Further, consideration should be given to applying policy schemes for
sinall businesses to specific industries or specific regions in accordance with need.,

In this sense, it is important that the industries taken up in the survey all be

covered by small business policies as well, In particular, in the supporting industries
such as molds and dies and plastic processing, it is necessary to promote subcontractors,
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In industries such as toys and garments, it is desirable to promote medium, small, and
cottage enterprises and subcontractors in parallel. Further, for wooden products, it is
considered effective to promote the development of tieups between small and medinm
enterprises and foreign businesses.

(3) Coordination Between Public and Private Sectors and Industrial Organizations

In formulating and realizing sectorial industrial promotion policies (including
sectorial measures of small business policies), it is essential to have a sufficient exchange
of information and opinions and a close cooperative relationship between the government
and the private industry. Further, to push forward the same effectively, the industrial
organizations would play major roles in obtaining a consensus in the industries and in
coordinating interests of the same.

In this sense, for the mold and die industry, we may expect to see the newly
established forum becoming more and more active. Further, in the plastic processing
industry, the newly established government section will find it important to exchange
opinions and information closely with existing private industrial organizations. For the
toy industry, it will be desirable for the government to form a close cooperative
relationship with the industrial organizations through promotion institutions primarily
engaging in safety and quality inspections. For ceramics, close cooperation with
industrial organizations will be essential for the establishment and operation of the
Lampang Ceramic Center.

{4) Public Service Institutions

Public service organizations offering technical training, testing, and inspection
services play a major role in sectorial industrial promotion and the promotion of small and
medium sized enterprises. However, to make their activities more effective, it will be
essential to have a close cooperative relationship with the private industry through
industrial organizations. Further, public service institutions will find it important to
introduce the principle of the beneficiaries paying for services and operate as
autonomously as possible.

In this respect, MIDI desirably will further expand and upgrade its current

activities, The TID and FIDC will have to obtain cooperation from private industry and
introduce the principle of the beneficiaries paying for services so as to  augment and

V-27



strengthen their functions. In the toy, plastic processing, and ceramic industries, it would
be effective to establish new public service institutions operating with close cooperation
with private industry, Further, in all cases, it will be necessary to focus the areas covered
by the services as much as possible to meet with the needs of private industry.

(5) Industrial Development in Local Regions

Dispersion of industrial activities now overly concentrated in the Bangkok region
to the local regions is a national issue in Thailand. In this respect too, sectorial industrial
policies, small business policies, and the activities of public service institutions could
play key roles.

Among the industries covered by the current survey, toys (in particular fabric
toys, ethnic dolls, etc.), garments, wooden furniture, and ceramics (in particular in the
northern regions) may be expected to grow in the local regions. To promote this,
establishment of the necessary infrastructure and development of human resources of
course are preconditions, but it would be effective to mobilize powerful policy schemes
and provide technical and managerial guidance as part of the industrial policies and small
business policies.

(6) Others

Promotion of industries requires cooperation with related government
organizations and contributions by other government agencies. In Thailand, the work
relating to industrial policies is divided among the BOI, DEP, etc. For this reason alone,
cooperation with these government organizations would be of decisive importance in
industrial promotion. In particular, cooperation and liaison with the BOI are important for
industries where investment, joint ventures, and tieups are to be promoted, For industries
where the stress is on promotion of exports, close cooperation with the DEP is essential.
The Ministry of Industry, which deals closely with production sides, should fully be able
to achieve better coordination with these related government agencies, which has been
missing up until now, by displaying a more positive stance toward cooperation and
liaison with them.
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