
Rural Off-Farm Employment Working Paper No. 29 

Assessment Project 

Small industrial Enterprise Sup rortive Institutions
 

A Preliminary Assessment
 

by
 

Jacques Arnyot
 

January, 1931
 

Center for Applied Economics Researcn
 

Faculty of Economics and 3usiness Administration
 

Kasetsart University
 

Bangkok, Thailand 

With the Assistance of
 

Michigan State Univers'ty 
 Ohio State University
 



FOREWORD
 

This paper is one of a series produced by the Rural Off-Farm
 

Employment Assessment Project at Kasetsart University 
 The project
 

Is Funded by the U.S. Mission of the Agency for International
 

Development in Thailand undcr Project 1'io. -93-0306. The objective
 

cf the Project is to provide information to the Royal 
 Thai Govern­
ment, USAID, and other international donors, to be 
 used to identify 

and develon ?ppropriatc policies and proorams for the rural non­

farm sector in Thailand. 

Thc t!crking Paper Series is designed to share interim or 
preliminary results on different aspects of the Project work. Some 
papers also discuss methodologies to be LIS'd infuture studies. 

A list of Workinc Papers produced to date, along with a list 
of Research Papers oF the Project, is included at the End of this 
report. Copies cf papcr: in either series can be obtained from
 

Dr. Tongroj Onchan, Di:-ectr, Center fr-r Applied Economics
 

Research, kasetsart University, Bangkok 9, Thailand.
 

Tongrcj Onchan
 

Project Director
 



INTRODUCTION
 

The prescnt report is a systematic presentation in summary 

form of informatior collected on small industrial enterprise 

supportive institutions in the course of interviews conducted 

with their rcsprsible rfficers from Se!,tem..ber through December, 

1980. Thc.sc int:rvic-ws are repc.rted .,Don in wore detail in the 

writer's ROFEP Small Ent,.rprise Supportive Institutions Report 

Series fMos. 1 to, 20. 

The purpose of the paper is to reve, all institutions 

contacted by supncrtivo function, examinee and evaluate the 

effectivenn.;ss cf these institutions in prcvidinq support to 

the small intdustrial cntcrprises, identify the main problem 

areas, and sugqest possible interventions by JSAID and other 

donor:; to act on hese problcn areas. 

The study is a sub-proj.ct of the Kasetsart University 

Center for App~ic.,d Economic Rescarch Rural Off-Farm Employment 

Assessment Prorec't (POFEA.) The, present paer is the sub­

project mid-cours; report, and, as the isscssment presented 

is based on, inc'r mplete data. it can orb]y !_.e labelled as prelimi­

nary. The vast majority of the institut,_s reported on are 

government institutions. ,1est but not all have been contacted 

Th,.; writer is . s,ci,:l inthrpoloist an(i a staff member of 

the Chulalonjkorn University Social Research Institute (CUSRI). 

http:sub-proj.ct


directly. Information on the latter rimains to bc rounded out
 

and verified. This needs to be coplG-ncntc- Ly
!vr cxpleration
 

of actual and/or pc.tcntial suppcrt of small scale enterprise
 

from the privatL sector.
 



Main acronyms used in the report
 

ARD Office of Accelerated Rural Development 

BAC Bank for Agriculture and Agricultural Cocpratives 

BOI Board of invstmcnt 

CDD Community Development Delpartment 

DIP Departmcnt of Industrial Promotion 

DOL Departmcnt of Labcur 

IAT Industrial Association of Thailand
 

IEAT Industrial Estatc uthcrity of Thailand
 

IFCT industrial Finance Corporetion of Thailand
 

ISD Institute for Skill Developm, nt 

ISI Industrial iervico Institute 

tOC Ministry cf Cnmmerce 

MOF Ministry of Finance 

MOI Ministry of Ir'ustry 

NESDB National Economic and Social Development Board 

NSO National Stctistics Office 

PDP Population Dnd Community Devlopment Association 

PUD Public Welfarc Department 

ROFEAP Rural Off-Farm Empl6yment Assossment Project 

SIA Small Industry Associption 

SIFCT Small Industry Fin;,nce Corporation of Thailand
 

SIFO Small Industry Financc Office
 

TISCO Thai Investment and Securities Company
 

TISTR Thailand Institute of Science and Technology Research
 

TMDPC Thailand Management Development and Productivity Centre
 



-iv-


CONTENTS
 

. Inustrial Policy anJ Development Planning. 

1.1 The planning process at the national, regional and local levels.
 

1.2 Current in'ustrial <olicy and development plans.
 

1.3 Planning data s',ur'cCs.
 

2. InJustrial Development Facilitation.
 

2.1 Product and ruuctin inf;riation.
 

2.2 Entrepreneurshifp deveuflpment.
 

2.3 Enterprise uevulf'mtnt feasilility.
 

2.4 Promc.tional privik.'jus.
 

2.5 Enterprise imr;yhmentation assistance.
 

2.6 Industry sitinj assistance: industrial zones and estates.
 

3. Industrial Support. 

3.1 Inuustrial skill training.
 

3.2 Extension, R and 0.
 

3.3 Financing anu credit.
 

3.4 Marketing support.
 

4. Industrial Conrol.
 

5. Conclusions and Recommendations. 

5.1 Ganeral observations on Fpulicy and planning.
 

5.2 Main problems and issues.
 

5.3 Proposals for resecrch/acticn arisinj from the preliminary
 

assessment uf supjirtive institutions. 



1. 	Industrial Policy and Development Planninq.
 

Planning takes place at many 
 lcv Js in Thailand: from the
 

general to the sectnril, frowm 
the 	nati,! to the local., regional
 

or provincial. ,lithcugh thcrc. is increisiro rcntion, of decentr&­

lizaticn ii govarnment policy discussion, the cvcralI system is strongly 

centralized and flows from top tr; bottom, frrm centcr tc periphery. 

,Any concessions made to the periphery are inhibited in practice by the 

fact that .all budgctary funds aoc allc,-ti:. by the center and that 

capacitI fcr v:Ining at tloe !ocai arC ri, nal levels is severely 

limited. Tn,: m.iin problemi of the syst .m thLr;-fore., if it is to 

functirm cffectivIy is onr of corr ra,:tina to assure that feed­

back 	flcws .ffkctivev from the urrip;,ery tr the centcr and from the 

sectoral plant!,rs tc the ov.rall plannr.t:.
 

1.1 	 The planrin, process at the national, rcgjonal and local 
l evel s 

Tho: Nati ri.l Ecnomic and Social Dcvelnont Board (NESDB) is 

at the apex of this svstem and is in principle the integrator of all 

industrial ,A.nnine in the national and -:veril perspective. The 

unit dirviy respcnsiHlc for this kithin tho. fiESDB is the Industrial 

Planninq Sectirn of the Econrwmic PreI c:t Division which also coordinates 

with other Divisicns such as the Econpmic and Social Pl anning Division, 

the Develcpment Studies Divisicn, and the Pnulation and Manpower 

Planning Division under the overall supervision of the NESC.B Secretary 

General. its main policy instrument is the National 5 Year Development 



Plan which it prepares quinquenially and submits to the Government
 

for approval. Once approvcd, the implcmetation of this Plan is 

monitored by tho NESDB and revised an a yarly basis. 

The NESWB planning process is a fV-irly sophisticated opcration 

Many of its own staff arc highly trainee professionals. Professional 

staff from t.. university ccmmunity arc al sr Hrawn upon to assist in 

the prepartimn rf tno plan draft. This drft is then discussed by an 

industrial plan cornittec cmn escd of rcpros~ntatives of agencies 

involved ir different carpacities with th, implementation of industrial 

policy, hanc, ominertly inrtrcsLd in participating in its formula.­

tion. Thesc currently include representativcs of the following 

agencies and organizatirns. 

- Hinistry of industry 

- Ministry of Finance 

- Ministry of Commerce
 

- Bank of Thailand
 

- Board of Investment
 

- industrial Finance Corporation of Thailand
 

- Industrial Association of Thailand 

The NESD hs regional offices in Chi;ng Hai for the North, 

Khon Kaen for the lorthcast, and Songkhla for th, South. The 

function of these offices is to mnnitor tho inp1cmentation of current 

plans in their regions and provide information and feed back for 

their revisions and for the preparation of successor plans. They 
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also provide tchnical assistarce to chanywat offices for the 

preparation of Provincial plans. 

Planning in the Vinistry of Industry (01I) is sectoral and 

industry spccific. Overall planning within the broad industrial 

sector is h pfl'd by the Industrial Economics and Planning Division 

(Office of th Under Secretary of Stat,), This Pivision has 

Regional Industrial Economic Pcvelcprcnt QWnters in the North, 

Northeast ,ntd the South. The capacity Pf thcse centers is severely 

limited by staff and hudnetary censtrints, This, combined with the 

fact that shy Yh'v nn 1ino rcslnsibiitils leaves thcm with 

little first hand k'n: ,ledge of tLe fialk. A much bettcr source 

of informaticn is t - Chargwt Industrial O~ficys whose officers are
 

in constant contact with industry. Althouqh their primary responsi­

bility is to the Factory Control Division f the Department of Indus.­

trial Works. they also function as a iiisrn -ffice of the MOT at 

the provincil Ivel. Another so:urce of infcnation on industry 

at the local level is the Chanqv'at Labour Officcs of the Department 

of Labour.
 

Specific plans for small scale industrial enterprise, either 

factory cr non.factp;'y, ire handled by the Planning Division of 

the NOI Danartment of Industrial Promotion (DIP). but this is done in 

collaboration with other units for the VOI as well. The text of the 

draft of the next plan for the development of home and small scale
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industry acknowledges the collaboration of the following:
 

-' All units of the DIP 

- Industrial Econrmics and Planning Division 

- Industrial Economic D'velrpment Centers: 

- North, Northeast, South
 

- Changwat Industrial Office
 

- Univcrsity faculty
 

Privatc s;:cter Lusincssmcn.
 

DIP units which ore mror 
 directly geared to involvement in a
 

planning exercise arc the Industrial Seovicc Divisions usually
 

referred t,' as the Industrial Servic: Tnstiatbs (ISI) in Bangkok
 

and Chiang Mlai, Ps 
they have industrial Kv:w-l'pment sactions which
 

conduct studies related to 
the pntential of their region fcr industrial
 

development and they are 
in ccntact with industrial entrepreneurs in
 

their regions, 
 This is also truL to a lesser extent of the rPanagcment 

Development ond Productivity Car t r which works closely with the ISl 

The capacity of the IS Institutes is well directed but weak because
 

of perscnncl nc budgetary constraints. 

Planning is done at the local levei in changwat offices which
 

are required to frmulte provincial tevclopmont plans paralleling 

and following the guidelines cf the Natianal Plan. Some technical
 

assistance is provided by the WESDO regional offices, 
as mentioned.
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delete are provided by the NESDB regional offices, as mentioned
 

Inputs are provided by the changwat officers f the various line 

agencies. Thos.A more directly concerned with small scale industrial
 

enterprise, besides 
 the N01, are thL Corrunity Development Department 

(CDD), thL..Office 4C Acceicrat.d Pyril Oawl r pment (ARD). and, to a 

much lesser rugr;. the Public Walfara 5cpartmcnt (PWD). The COD does 

this more dclibaretely than the others through its regional Rural
 

Development Offices. 
 Propos,.s by the iin agencies inevitably reflect 

their own work rriorities established in Banokok but all activity is 

directly under iW jurisdiction of tho provincial gevcrnors who in 

theory at least cno accept cr reject them at his discretion. As men­

tioned previously, these planning exercises are generally very weak 

for lack of a planning capacity at this level. Ability to act on the 

plan is also severely restricted because effective control over budgets
 

and locally based line agency personnol has not in fact been transfered 

to provincial authorities. Any success in implementing locally conceived 

plans is due marc to the leadership qu.lities of provincial authorities
 

and their ability to obtain the collabrration f their colleagues on a
 

personal basis than tc provisions in the structure of local government
 

to help brin this about.
 

1.2 Current industrial policv and developmen] plans 

The next Nntirnal DevUIOment Plon (the fifth in the series) is 

scheduled to become effective in Octo.r 1981 and all planning units 

are currently actively invclve in its preparation. Problem areas
 



-6­

have been identified. There seems to be agreement at the top on broad
 

policy guidelines. Many projects to implement this policy have been
 

identified. These are currently bing sorted cut and decisions being 

made on the shape and content of the final F.cknae. 

We arc told that the present mood of tc government is to abandon 

the growth strategy of thL prcvicus plans in favor of efforts to achieve 

a more equitable distributicn of incema, The stress therefore will be 

on the restructuring of the cconomy to favor the percr and increase their 

productivity, not by social welfare measures as in the past but by genuine
 

employment creation.
 

The broad industrial development prolicy guidelines on which we are
 

told ther- is agrcemcnt At the top are as follows­

1) Promotion f export oriented manufacturing. 

2) Rural industrialization.
 

3) Promotion ef efficient inport substitution industries.
 

4) Energy conservation: switch from imrcrtecd to locally 

devolcoped sources of energy. 

5) Protection of the environment and elimination of 

pollution. 

6) More labor intensive industrialization.
 

A planning document of the fiOI provides greater specification for 

the development of small scale industries. The objectives proposed are 

as follows:. 

1) Promote home industry and support it so that it can expand to
 

the level of small-scale industry.
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2) Encourage and support the sprcad of small-scale industries
 

throughout the Kingdom by increasing thir number, size, and variety of
 

production.
 

3) The following types of industries will be supported: agro­

industry, industry using lecal raw materials, industries producing ex­

portable product3 and industris proumi, light machinery. 

Thcre is a bi.as in favor of :Lvclnpi nq cnri!c=mentarities between 

agriculture and industry: industry prrnucing agricultural tools and 

equi.ment nn agriculturc geared tr the prodluction of raw materials for 

industrial ,r cssing. 

In another Ircumert, tKs DIP proFoscs , number of specific project 

activities to davelrp hrmc anr' small-scl- industry: 

Projects to develop hcmc rindustry 

- Surveys on hrmo industry productior locations 

and markets. 

- Develop appieprinte technology and design. 

- Training .nd ,, production.lqistic suprrt r 

- Revitaliz.ticn of traditi-nal irtistic handicrafts. 

- Financial assistance: ins, raw materials, 

equipment, purchasc. of output. 

- Marketing assistance: increase number of 

handicraft steres, showrooms. 



Projects to develop small-scale industry 

- Skill dMvelopment fer actual or prespective 

small-,scolc industry entroFrcncurs. 

- Fcasi)ility studies for the establishment of 

upcountry small industries. 

- Greatly incrwasc Smill Inustry Finance Office
 

(SIFO) capital for loans. 

- Exrand 2nd multiply Industrial Service Institutes. 

- Establish smn.il1 enterpris3 industrial zones. 

- Disseminate industrial Lechnolngy. 

- Develop small scale frWe in"ustrics upcountry 

for local consumer needs, 

- Promote rottery and cermics industry: training 

centcrs. 

- Develop furniture inustry improve technology 

and quality. 

, Develop machine tool industry. 

- Develop Thai silk industry. 

Changwat evelprment plans tyic-illy contain a compilation of sta­

tistics on past performance in various sectrrs with more or loss 

arbitrary prrjections of targets to be att incd in the period to follow. 

They are not bascd on a scientific planning prncess analyzing the natural 

and human rescurces of the prcvincc, the 1ccal projcct implementation 

capacity, anK relAting these to objectively determined development priori­

ties. Their value as an instrument for development is therefore very
 

limited.
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As mentioned aOve, regioral NESDB offices, regional Industrial
 

Economics Develorment Centers, the Industriil Service Institute in
 

Chiang Mai, the Chanqwat Industrial Offices are the main sources of
 

information nc' focd-back from the fiel -
of the central planners. The
 

following is a smplin,. of the kindvis V proposals tht gt fed into the 

pipeline to Rp",ik(k from the filW(. Tho sug.j.stions were elicit d in 

the cursc of -,ncn enC intervicws. They irc net a systematic nor a 

complete list of all 
items they wnuid annt toihave incorpcrased into 

the next Natirnra Plar but these tct canQ mst readily tr mind. They 

are reprcscnta.tivc ,f their percontinn of t'h projects and enterprises 

that should b. prmrted in their ruspective areas in the light of their 

experience 

Nrthern Pe.in (but mainly Chiny Mni orcA) 

- Modarnization of small scale inn'ustry re 

management, market intelliqerncc, salcs promotion. 

- On--the-groun planning for industrial promotion 

and development i.-. a' the basis of local surveys 

cn potential and n"eds. 

- Coordination of govarnmont programs with the 

private sector, 

- Provision of infrastructures for small scale 

industry. 

Promotion ani sunport of agro.-based in,-stry 

to achieve value-added 

- processed foon: vegetable and animal
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- R & D to develop new [roducts from crops 

that can be in the NW: Region:rjrcwn rthern 

nuts, crude vegetablc oil, aromatic oil
 

medicinal rreparaticns
 

beverage Flints: tea, coffee, mitt,
 

ginger, etc.
 

- Develop alternate sources of energy: alcohol,
 

lignite. 

- Promntien rf ccramic,, earthern ware, stoneware,
 

porc-lain, tiles, brics . 

- Promotion of tcxtiles, cotton and silk weaving, 

ready made clothes. 

P--remotion of Lhsketrv, mat-.making, etc. 

- Cement factory t.mect the nctds of the North. 

Northeastern Region (but mainly Khon Kaen and Roi Et)
 

- Rational planning for the siting of small scale 

industries. 

More sustained provision of training and promotion 

fur small scale industry- need for Northeastern iSI. 

- Simplification of bureaucratic procedures to launch 

and maintain small scale enterprises. 

- Promotion of agro-based ind;Iustr.v: 

cassava and rice :rcc-ssingw cassava animal feed.
 

food processing: cashew nuts, vegetable and fruit 

juices, saucc preparation, scientific fish sauce 

using local ingredients, vegetable oil. 
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alcohol derived from sugar cane and cassava.
 

shaving board manufactured using the stem of
 

the cassava ['lont.
 

- Promotion of the agricultural implemcnt industry: 

plow shares, knives, carts, etc. 

Prrmote fertilizer plants using locally found 

materiIls, ptash, salt. 

-- Promote nottery, improveo bricks and ccment 

blacks using new tcchnoingy, concrete products, 

basketry an' "rnt naking. 

-. Promote sericulturc, silk spinning and weaving. 

- remotu furnitupc industry. 

1.3 Planninn data sources 

Government planners have several sources of information to draw 

on. Basic data are gathere,1 by the National Statistics Office (NSC) which 

also conducts periodical survey; between census years. Industrial sta­

tistics Wfnrdirectories arc compilea on an on-going basis by the various
 

units of government :ealing with industry which have their officers in
 

all changwats. Alreody mentioned are th; Changwat Industrial and Labor
 

Offices. Industrial surveys are also conducted by some of these e.g.
 

the Department of Labor an( the Industrial Service Institutes. Some
 

analysis is done Tnhouse by the NESDB, thi GO, and the Bank of Thailand.
 

This is also don; by some of the larger Wrks such as the Eengkok Bank.
 

The universities conduct consideratle rcsearch bearing on industry.
 

Some of their reserch conclusions are fed into the planning process
 



but this resource is underexploited. While this data base is adequate 

for macro-plinning purpcses, its shortcomings tcceme increasingly apparent 

the closer the rlirning qets to 'c'cation ar2 roduct s,'ccific considerations. 

Virtually 3al plrncrs interviewed at all levels k.rc unanimous in stating 

that the r major h.ndic, , fnr Mffective industrial development planning 

Was 1lack ef int\ rmati o, ,n th6 1rcLl anU reiqnnl content of industrial 

devel opmont. 

2. Industrial Development Facilitition 

This section MIals with in"ustrial premoticn activity that precedes,
 

leads to or makcs nssiKo th.n:st.blimant nf specific enterprises.
M It
 

may or may not M0 the result A afficina ina'_,triai policy implementation.
 

2.1 Product an) pr ,uctli n inf rm.ti on 

If one considers th. small industrial cntrepreneurs as a group, the 

process by ,hich hey kc-me awar rf a pr''ct co be dovelcped profita­

bly is preaL-ly 4is 'varicdas thL num-cr nf Mrprencurs thcmsclves. One 

can only guess at this gt>;ohut it wrul, scerm that the rate of involve­

ment of industrial promotion reMatd instituticns in this proccss is very 

low in town areas. Its occurrence is most cie-arly in evidence in the 

case of home industry and ha dicraFt proeuctikv in rural areas. All of 

the "generalist' spprtive institutions plr'y a brokerage or catalyst 

role in this rosrct in the areas in which they are active]-/ These 

1/ 	The term ": cerali institutins refers to those organizations 
having a general developwent prcmotion mandate extending to several 
sectors, as distinguished from sn i:n.izd noencies such as the 
D.I.P. having responsibility ftr one sector only.
 



- 13­

include the CDD, ARD, PWD and, among the non-governmental organizations, the 

Population and Community Development Association (PDA). The range of pro­

ducts proposed for local production is very wide- silk and cotton production
 

and weaving, clothes naking, basketry, mats, artificial flowers, pottery,
 

bricks, cement product making, food preparations, etc. Ideas are proposed
 

to the villagers as employment generating projects, and if the schemes are
 

accepted, follow-up support is arranged.
 

The ISI's arc also involved in this ictivity by the organization of 

industrial products exhibitions .nd by the diffuwion of literature on in­

• estnent opportunities -in-' Lnturpriso dcvelopmcnt. 

The role of l.rg, private coriiercial firms is probably quite im­

portant in introducin.i n&.4 typas of enterprises in rural areas but this 

has not y~t been evaluated by the i:resent sub-;roject. 

2.2 Entrepreneurs hi, dcvel op,leint 

This activity is engaged in by the IS1's and relates more to 

small scale industry than to home industry. It consists essentially in 

identifying actual or :ot ntil entrepreneurs and p-roviding them orientation 

for enterprise development. This .ctivity ,as initiated only recently 

and is still in the development stage ano not yet fully operational. 

lechnical assistance is being sought of the TFCHNOINET Asia or-ganization 

of which ISI is a network t~:mhar to develop this program. 

2.3 Enterdrisedev:;lopment feasibility 

The DLP 'as -,r!:,rud a comprehensive ?roiosal for the Promo­

tion of Regional Smiall-Scali Industry Jevelo;:pment Project targeted for 

FY'1980-1931. Activity proposed under this project includes pre-investment 
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surveys, feasibility studies of new factory projects, investment profit
 

analysis and cost benefit analyses of selected projects. The main executing
 

agency is the ISI but othcr units of the DIP and r.OI would also become
 

involved. A pilot project was begun in Nakhon Sawan but it is said to be
 

currently in abeyance.
 

in, b.,nkok 6ank is said to conduct its own feasibility studies
 

on enterprises pro osid for invL-stment. The same is probably true for 

other financial institutins such as IFCT, TISCO, other cenercial banks, 

etc. but more inforinati n is needed. 

2.4 Pronotional privileges such as Lxem.tion frcn import duty, tax 

holidays and other sj.Jcial rrivilcges aru under the jurisdiction of the 

Board of Investment (Bi), The record shuws that, in practice, the BOI has 

granted promotiunal privileges only to miedium nd large scale industries. 

We are told that a propusal to set up a small sclale industry board of 

investment was submitted to the cabinet for enactment in the past but it 

was rejected. 

2.5 Enterprise im.plementation assistance 

The Investment Services Certer of the BOI provides investment 

assistance e.g. to obtain cle'arance to establish 3 factory, to register 

an enterprise, to obtain duty clearance fIr im ortcd machinery, etc. 

These services are available conly to BOI promoted enterprises hence not 

to small scale industries. 

The Thai Factory Development Cc., (a subsidiary of the IFCT) 

provides assistance for building or purchasing factories. Entrepreneurs 

with the kind of capital that would require this assistance are not in the 



small scale 	category (However, see infra 2.6).
 

2.6 Industry siting assistance: industrial zones and estates
 

Industrial zones have been determined in 10 different areas 

in all regions of Thailand under the Investment Prcnotion Law with the 

specific pur;posu of encouraging industrial dis;persion out of the Greater 

Bangkok area. Factrius established in these zones are entitled to cer­

tain priviluges beyond th,,su' accurded by the BOI t; t>rumoteJ industries, 

such as, allowing nigjhr deductions for c(;rpCorate income tax purposes 

for certain tyjpes _f exipenses incurred bucauze ,f the remoteness of the 

factories e.g. &dditionai freighting costs to the ri of loading for 

Jxpxrt gojds. As tra::itionl antl small scale industries d not usually 

meet the criteria to iut these benefits and .s thcse zi,,nes are not other­

wise espcially JuVlpel J for industrial purjos' , These small enterprises 

derive 	no advantage- from buing located in these areas. 

Industrial Estates. These are .,reais under the jurisdiction 

of the Industrial Estate Authority ;f Thailand (IEAT) which have been 

especially developed f:r the siting f industrial enterprises and include 

all infrastructures neci.d% such as roads, public utilities, standard 

factory buil.uings, waste Jisposal systcms, etc. ThrLL such estates are 

now in operation an,, five rnre are being devel, ; e. Existing estates are 

not suitable for small scale industry as the size of lots an( buildings 

are much larger than neeJ .r can be affojrdej. The plans of newer es­

tates include areas si.vcifically set asi,]e for smail scalle industry. 

Moreover the %Jevclo, ent if two sites are being lanned as specifically 

sniall scale industrial estates in Chianj Mai and Nakhcon Si Thammarat to 
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be implemented by the IEAT anJ the Thai Factory Development Co.
 

3. Inuustrial Sup;ort
 

This section 6,als with industrial promoticn facilitating activity 

available to small scale industrial enterprises i.t the implementation level. 

This activity is uf relevance to entrepreneurs who, if net actually opera­

ting an Lnterprisa, are" At least acting on a plan that hns been finalized. 

3.1 IndustriAl skill training
 

Both tNchpical 3n non technical training is provided by 

several institutions. The most important arc the follwuing: 

a. Institutas for Skill Devclopment (ISD) of the DOL. 

There ar, fivo such institutes; ,ne in Bangkok, two
 

otners in the Centrl Rugin, one in Lampang, 20n one in Khcn
 

Kaen. Their main anj msL importont pr ,rm is pre-employment
 

training fir youth in the 16-25 year age group having completed
 

not less than the Pathom 4 an" nct marn than the S 3 grades of
 

schooling. The training is basic and terminal ana lasts from 

4 to 14 months accoriing tu trad,, incluJing a Veriod of in­

factory trainin;. Trac training fferings are predominantly 

in areas in which inustrial cnmployment Is rust readily avai-, 

lable, namely, in the muchanical an olectrinic fields, wood, 

metal and cement working, and constructicn, Training is also 

offered in non-technical fields such as training for factory 

foremen, in-factory trainins officers, secretaries, receptionists, 

etc. Another program of the institutes provides shorter up­

graainy courses in the evenings for cmpioycd workers wanting 
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to improve their skills. There is also a trade skill 
certi­

fication service for craftsmen without formal training, hence, 

without diploma ..r other documentary evidence of their skill 

level, which scme employers require. 

b. Industria,'l S-:rvicc Institutes (151) of the DIP in 

Bangkok .na Chian rliai. Trainin. provided by the ISI' s
 

is more speciilizej. Trainees are praccicin-j craftsmen,
 

many with vucatinail trairin. Supervisors and foremen 

are the main targiet iroup. Training is short extending 

from 2 t, 10 Jays. Each institute tunds to Le somewhat 

specialized acc)rdin,- t. tne needs ,f their r,-ion. Thus, 

the Bangkuk instituL,_ stresses metal ,aurkinj anu furni­

ture: that of Chi n i1,i ceramic, lacquerware .-nd wood 

working. The facilities and troining provided by both 

are excellent but their function is rather ifferent
 

from that of thu ISD's. For the latter, training is the
 

only function. FKr the former, trainin; is ,nly one ele­

ment of an industrial prmotion package. The Chi,.ng Mai 

ISl, in particular, is geaired ;irectly to small scale 

enterprise devIr;pmei-nt. 

c. Thailand ian.mment Development and Productivity 

Center (T;,,DPC) Lof the LAP. This center offers short term 

courses .f L dur.Ationdys 

in marketing, ,:ersonnt1 rel ations, accountini organization, 

maintenance .nJ safety, Four tu five tho-usand persons a 

_.u for in!u,;Lria l personnel 
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year undergo the training. ist a.re Bangkok based middle 

level management. The prc.purtion -.f thosL in small scale 

inudustry is small
 

d. DIP Textile, Ccttage InAustry and Thai Handicrafts
 

Promki;tiun Divisisns. All tiirc spucializeJ .ivisi ns uf the 

DIP have Ban,'k.K b,!su trainin,., st.ff whu a:,into rural areas 

to traiin vill aacrs in the vari.us skills f thei r specialy. 

Training sessions a.ru usual iy Jrganizu Ly fil offices of 

other auncics" CDD, ARD, MjDU 2tc. ani s:rmc private organi-

Chians rt i araa is usuilly cour­zations. Training in tha 

dinatu' Ly the i\Lrthcrn Ri:,icn iSi. Trainink, sessions can 

last up tc six v.,,ouks in n, Iclcality. Th, Textile Division 

which is the Ist activc in this enterprise has 80 tr.iners 

who jdo nothing; :,u,- tihis. Thu 1ain sficrt-.comiiv: of this 

project is th lack of follov" up. CCaULIS"-' O this, much of 

does notthe skill accuirod y the villcrs is nAt usc.,J and 

result in incom :cncratin ,ctivit.y. 

o. General ]uv-,Jluprnnt -, uncies: COD, ARD. MDU, PID, 

PDA. As mentiun~i,: these a-,;ncius have projects involving 

training but, in most instances, thcy Jo not conduct the 

training themselves. There ar(- some notr.Llc exceptions 

howevr. Thu CUD regional Rural Development Centers are 

CDD relAted ;oject activity, some oftraining censes fior 

it relating tu nom industry. The IRD have more specialized 

technical staff th:An the other -enuralist agencies and they 
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appear to contributo airectly to ajro-industry promotion in
 

their own projoct areas. The PWD has centers in which simple 

crafts are taught t-, their own socially jisavintaged clientele 

but this activity provides little leverage for injustrial de­

vel opment. 

f. Department uf Vcatiunal Education - Technical 

Schools. These are fuunL in all provinces out are said to 

be less practical ns mp!wywet .rinteJ than, say, the 

ISD's. 

3.2 ExtensiLn, R & D
 

3.2.1 Extensiorn. This is provided by the DIP Indus­

trial Service Institutes an jeals with both technical 

ana non-technical (e.g. managerial) aspects. Intev­

ventions take the form either ,f trouie shooting, 

i.e. helping entrepreneurs solve thair eryanizational 

or technical problem, or providinj infrmition on pro­

ducts or techniques. They seem t. do this well. 

Lxtension services are alsc provide. by private 

firms such as the CP Co., Adams International, and 

others, mrinly in the arca of agro-industry, in rela.­

tion to, entrepreneurs who enter into contractual ar­

rangements with them t, d work on consignment. These 

interventions anpcar tQ be important sources of innovation. 

The uIP Textile Division provides substantial
 

extension survices to the textile injustry but mainly
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to medium and large scale industry. It has good
 

laborat riucs and technical li;raryo 

3.3.3 Ruscarch an-: evelopment .o nw prducts 

and un rn/&CI rv :ric te clulc;jy. 

Ins .tuti-;ns tha.t r t- i f most re­

levance t: sini inte ri)ri in this rc:port are as 
ful lows. 

ISI, Institutes %o(th in bangkk and Chiang
 

Mvai arc 1.,)in: excellent R & D. Are.;s stressU.' are
 

mainly ptte'ry cino cer,-:;;ic, iacqJAw-r. WOO: pru. 

-ucts 3r,. ftrnitur.-, met:fal Arkin..n interesting
 

aspect is tils R ,&j is ino Ir;;;r LcJ inrt& theirth :t [ 

trai niig :rLrams, thcruj.- !ssurinj the !iffusion of 

the new lieiSIIaIlsu tains the col­techncjlcjias. I 

laborati, n f manufacturers, e.Uo ,Ffurniture, to 

get thum to ;::rticipate in xhi"its fo:" the tr.,de to 

ill us trA,_2 the usu nioif materie!ls. or t,,chnoloy. 

- DIP Textil, Divisir; has cxcefllnt staff 

and facilities ti cLnuot R Li or. textile and 

weaving tlcihnolojy. Their ;Klst so-phisticated work 

is for the L',enefit o.,f medium an,] lat'e industry but 

some is directed t, h'.;ne in.'2stry. 

..Institutes fi.r Sl.i ! ev.lo..ncnt. Although 

R & D are not the manda te .f the SD's , thaL of Khon 

Kaen, for example has excellent :n'i sO,:)hsticated 
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equipment an., the scaff is very rcsourceful and 

innovtivc,. It cul- play a rule 5cth in up­

yradinj the tachnuL'y .fNcrtheastern small 

scale inustry in! in develuping appr.iriate 

technuiky.
 

- Thailan, Institutu of Science o.n, Tuchnology 

Research (TISTR-ex AiSNCT). This institute plays 

an activu r,l; in R & D and ccl r'ates closely 

with thu 1SAo 

Thurc are ,Lviusly many ot, r institutions 

invulve, in inustry relat: P & 0Iin Thailand 

which were t cov.r.. 5y th stly. These would 

incluc, amen.' athrs, univarsiti es Wrt! technical 

culle],s and R & 0 units f several mrinistries. 

The followirir wil servL As illustrations: 

H.inistry of Aijriculturc
 

- f.yal F.restry Deartnent 

Forcst Prjucts Research Division 

- Du artMn t of ;:.jricul tur(o 

Sericulture ivisin
 

Agricultural Engineering Division
 

- Dairy Farming Prumati.n Org'anization
 

of Thailand
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Ministry of Science, Technola.y and Energy
 

- Department of Science Service: 

Cernmic Inustry Research and 

OLa.ovopment Center 

3.2 Financin- ani Credit 

The Small in~ustry Finance Office (SIFO) was established 

under the supdrvisin J ti' P for the purposo of cgiviny long and medium 

term loans of less thac :ht 500,000 to small scale incustries in the 

private sector at a lWw r- ...F interest. The rnjcct was set up in co­

operation with the Krun, Thai Bank which priviwas 2/3 Lf the loan fund, 

the remair in 1/3 camin from thu 1"vdrnmunk uAqt. Loan ceilings were 

later raise, ta Baht I mil lion n.i tfle rate of intrest raised from 9 to 

9.5 4. Requests fur leans are processed Ly S150 examiners but the loans 

thaaiselves arc uxucutei y the Krung Thai Bank. ;li enterprises requesting 

loans much e pruperly reuisteruj. Cllater.l is required wiich is said 

to Le astimateo vury cun.urvtivwly. No loans have een made since Feb­

ruary 1980 becausu Asf ...isute with the Krung Thai Bank over rates of 

interest on -eposits with the bank and on loans to sii-ll entrepreneurs. 

The Bank is accus d by %IFO of Leing unc:operativu an! SIFO is accused by 

the Bank uf proposing po.r rojects fur financin;. Funds are clearly 

inadequate to meet thL awman.s of small entrepreneurs who complain that 

the loan ceiling is tou lw. Tnere arcsome Ahn. rueh against SIFO and 

the policy A suLsilizing criiLt making the case that entrepreneurs with 

sound projucts can always atin loans frum commercial banks, that what 

is essential is the availatility of credit an. that the rate of interest 
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is of seconjary importance, SIFO takes the opposite position and argues 

that loans to small entrepreneurs can only 5e handlea Ly an organization 

like itself wher, survics takes priority over prcfit. By all appearances 

SIFO will to distunuc and relacej ly an or,-anization callej Small In­

dustry Finance Cur.-or:tion of ThailanC (SIFCT). iOst recent indications 

are that it will Wo set u as .aState Enterprise. 

Inuustrial Finance Capcratiun of ihailan! (IFCT)
 

The IFCT is n'.c a jLvernic[t wnterprisu althouh it is strongly
 

suppurte, Ly the Thi G.vcrnment an! the Bank f Thailanj and presumably 

contrullLA by them to v OrJ uxt-nt. The latt.r assumption is suggested 

by a recent announmnt of tho Presi.,unt of th: ",r.ration Mr. Sukree 

Kaichsroen on its ,sev,.jment stratcjy up to: 133. It includes, among 

uther points, the .rsm-titn Lf exp, rt-oriente, projccts, the financing 

of projects aimej 2t c.nservin eneryy, gr,.tar effort to develop out­

lying area projects, assistance to; small industrial ;rojects in rural 

areas, prumstion of laj.ur-intensive pr.jects, the financing of pollu­

tion cuntrul and prevcn-tin in industry - all 3f which very much reflects
 

current governmant 4icy concerns. (Bangkok Post, Jan. 22, 1981). The
 

IFCT was set up in 1969 an tho so-calle. L.rld Bank ,mnjel and has received
 

important loans frm tho World Bank ana 
the Asian Development Bank. In
 

1977, 53 % of its sh:r.s v,;arc Thai ,wned, the rueT.aining 53 Z being owned
 

by banks Cf JUpan, GerMany, US anid Hong Kong. At tht time, 53 % of its
 

investment was in the kreacer Bangkok area althzuh there was also heavy
 

involvement in rural areas, mustly in agro-inustry. Normally its in­

volvement is only with medium and large scalL inJustry. As it is a prufit
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making organization anj given the high cost cf administering small loans, 

the support of small enterprises was seen as falling Lcyond its scope cf 

activity but the Cor.:oration is now showing a willinjness to becoming in­

volved. A luw interst lI,.is being ne otiate-J with the Japanese Gcvcrn.. 

ment for this quryose. As Vroce.ures arL shrtenv2 .nn simplified and as 

the uranci network is incrcosn., it is nup& that lPons can e made to 

small anterpris,s at a rht. substntiol.y cl.w narkat costs. (Richard 

Meyer Miemo L j "rject Saff 9-26-30). As nention. - ,ve, the IFCT is 

already involvd in , prcject to prviJe injustri.l sites and Luildings in 

the provincas for small enterprisus through its suisidiary, the Thai Factory 

Development Co. 

Other Governmant Sources. The COD in caIllaoration with the
 

Krung Thai bank sp.ns.rw the Savings for Production Groups project which
 

mnakes limitew tun.s avail;lu for loans for homa insustry typoes of activity,
 

among others. The ARD makes smill sums avail hle for such projects by the
 

groups they sponsor, Youth Group projects for example. The Ministry of
 

Commerce is said to nave a crenit program for landing to small traders
 

(Meyer up at).
 

Commercial Banks. Commercial banks are not usually attracted to 

projects having high social ",nefit returns in a Ceveloping situation as 

this is usually inversely ;roxwprtional to p:rofit returns on investment. 

Cnsequently such projests :rc not onsi~ored "bankable". Unfortunately 

small scale industrial enterprises are ofter classified under this category. 

http:sp.ns.rw
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The Krung Thai 6nk., more than others, has bepn involved in credit 

ventures with small scdl industrial ,nterIrrises. Instances already noted 

are SIFO and the CDD Savings for Pra,ucti:n Grou4. A ,rkOL,]e explanation 

is its guvernmenc connection as this Lank is p.artially ,,vernment uwnej. 

As already note, alsoc,ckr..tiun has only Lan half.hcarted, more profita­

ble altrnat,. uns via>lu funIsuf vM Ling avai ble. 

Siam Ccummurcial Bank is neg:tiating fOr a US$ 2 million loan fur 

an experiMntal prjct K . funj small anj meLium Lusinesses. A provincial 

branch ranavur mainoie-s '.i-cvur that us of now, th only small enterprises 

they are williin t, finance are rice and cassava processing mills because 

uf the lack of collateral an.. high rate uf ,efaultin,. of small entrepreneurs. 

banjkok Bank. This Onank is saij t. play a mcjer role in the 

financiny of rural projects an. have a full ran>u of srvices in this res­

pect. It con.ucts its own feasibility studies, cr..it financing is advanced, 

managerial aivice an. extemsion survices prcvio.eD anj projects are monitored 

while in progress. This reort prov'LS .y e Chief of the Agricultural 

Creit Division in 1977, ir. Chsak himatongkhom, still has to L checked 

out. It is not know tW tWe writr to what extent this activity includes 

support for off-farm pr cts. 

Other Privato SoUrcus 

Large commerciol firms can play a supportive role that is analo­

gous to that of formal crcOit institutions for tho entrepreneurs who do 

work on consijnment for thum. For example. the ban-jkck Farming Co. (a 

r-mber of the CP Group) ,roviueo a guarantee for a baht 5 million loun for 

http:prcvio.eD
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an agro-business ojrect of the S nkamphaeng Cocparative Village in Chiang 

Mai. Vrious inputs con 5e advanced an croJit. For example, thc Surapee 

Co. prvi.es villaj, weavars with Jyc cotton thread to prujuce the cotton 

cloth they make on consignmant Yor the compiany. The cost of these materials 

is de'auctoo from chu pymant they receive fQr the finished cloth. This 

type of activity his yet to oc investijteJ 5y the project however. 

The Po plation ;0 Community Dvcl,pmant Association (PDA) has 

funds for a small loan ,r_ram Wo finance home-ind.ustry projects that they 

promote. 

Iarketinq Su;'rt. Thus far, this aspect of small enterprise 

institution suVpart has O.Iy Zeen investiljated y the pruject fcr handi­

craft ana lOme industry. It appears tu be generally very weak and un­

professional. 

Thai Handicraft Center (Narayana Phand). The Thai Handicraft 

Center was established as a State Enterprise undar the DIP scme 10 years 

ago to serve as a market outlet for small producers f Thai handicraft. 

The original investment '4as Baht ,qmillion. Its current sales volume is 

abuut Oht 20 million a year. Sales are made on a whoKsale and retail 

basis, locally ona overseas. 1he Center has no system of buycrs who travel
 

regularly to production centers to solicit and purchase quality merchandise.
 

In practice, it Opepnds on its own rejular suppliers who deliver their
 

goods diructly to the Bang kok store. No effort ismad tc improve the
 

supply at source or tu' systomaticaily gather market intelligence concerning
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supply and demand. There isno so'les pr;.lnmution. Lacking these functions, 

the effectiveness of the Center to prrotu the handicraft industry is very
 

weak.
 

Most of the jonrAlist ,uvernment deve;lmient a.dencies engage in 

marketing activities as p:art ..f their handicr::ft ,r...ticn projects. Many 

have stores in differLnt Iocati..ns t& sell this , ur.ceor function as 

brokers to fine ,utl-s, Fho ofurt is generally unrofessional and has 

more in commun with s.cil welfare than with unJ nusiness administration.s ..


The iL L Silk Ingustry Pr',j~ct is a notable exce.tion to the 

charge of unprofessionlism. The ,rjcct was initiated ny thy governor of 

Rui Lt as .a changwat .r,.juct finncu. Ly tho chanjwnt udjet. It is executed 

by a comiitted composed of tn, Gvrnor, t. DPUtvernurr the Changwat 

Agricultural Officer, Lh Cnarn.wt CO- fficar, 1hc Cn.nW t ARD Officer and 

the Head of the hricultral Exporiment.l Stati,n, Cueriticn being extended 

by 311 uryaoizations repr.ntc.. 1h. merit of t ;r..ject is taL it 

brin~s toyethdr all uf tho vlu rts. r.quire, t. assure that this home in­

dustry K;es in fact become ir:c, e neratinj in a more than marginal way. 

Besides pruti, cqu-ity sil' pr.uction and t.rriin. the project also 

has an important rmarketing co:nmp. nent, includin. market research. The pro­

ject purchases the lucal silk .rojuction A.irectly frou the producers with­

out passing through i.i emon, i at a juvrante price, using its own 

revolvin fun.. i t tnn h;i.,l es .,or,,r maNrkti, : this production 

through provincial troirs a..: Binkok firms such as the Jim Thompson 

Thai Silk Cumpany. ark'.ct in-el ligrc,_ in uvcrseas demand is provided by 

http:Cnarn.wt
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the Queens' FoundatiGn for the Promotion of Special Artistic Crafts which 

also markets some of the uest quality prcLuctin. Thc ircject assures 

that the village prcduccrs jet a fair sharL of the profit from sales in ex­

ternal markets. This ,..,Jul is strcnoly rUccinmn. [y the DIP. 

Volunteer urjaniz:itions. The must nuta, f thcse from the 

point of view of marktin:j assistinco is the Quen's .undstiwn for the 

Promotiun of S;.uci~l ,rtistic Crafts which app;ears to La the most r'ro­

fessiunal. Exzm;les oif ther *.roanizatiuns playingi similar role but at 

a much lower level are the iiLn:.i Council -f Women cf Thailand and The 

Social Welfare CuunciI n Thailan. 

The Surapey CMnLrany. Besides serving as a market outlet for 

village handicraft produce, tHis comp~any plays an active promotional role 

Loth fur pruuuct develc4:ment -:s well as for sales. It is a very small 

operation hOwever :nd limite, to 3 or 4 villages in the Northeast. 

The {Orthern kegia:eISI in Chi ong MMi -es mcdest market research 

in its area and 6oes some sles promotion of its driuce ky organizing 

exhibits and ,uttinb, whlesale uyers in contact with Ircducers. 

Some laryer st.rcs function as wholesale outlets for producers. 

Examples are 3 largje stores in Chiny lai: Chinnswat, Phromchana and 

Plenkusun which buy ud hUmL proiced hanjicraft, inclucing ready made 

clothes for rusale in 3anjk2k vnm a.rand. In .nqkgk, the Central De­

partment Store has a sizaole Thai hanjicraft Jepartment. 
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The PDr has an interesting set-u) that cculd perhaps play a 

useful role for the marketing cf handicraft. It has usei its extensive
 

village network tC .rganize th,& marketingj of 2.griculturl produce most 

effectively, puttin the vi 1l.'1jers 2ircctly in c.ntaCt with saks outlets 

nct rvrrwal ly accussiLl t" theii. Givn the extreme at;inizatic.,, and disper­

sal of hAnui craf-L )ruc~rs, such system coul ";rh.;;s serve: as a model 

to cunsolidate thu r&.. uccrs -:nd(. xvelo4 the industry int-o s;mething more 

substantial than iL is ?.t ',rescnt. 

LKkin.4 il-kv --t nnrkctin( support in a r)(..r pt:rspective in­

cluding not only 'h-nuicr.ft, the 1iristry of Commerce has L number of 

units and activities thAt are- still to ILvLes Li.'at hy the study. They 

are uf r, t ntial relvar.cc to sini]' sc:,lc industry &ivulopmentalthough it 

is douLtful that their services 2r,2 use , !y th. small entrepreneurs. A 

few hopefuls are tN, flklo inj. 

- Departmnnt ,f KrIin Trajc. It has , Commodity Standards 

Division which provides qu,,ityi certification an. ,uarantees for agri­

cultural product exiort. (The LiP Th.ai Handicraft Center issues certi­

ficates or orijin for ;i-.nicraft. ;roucts.) 

- Department ut Internal Irade. 

De;:,artment of Lusiness Economics. Commodity and Marketing 

Research Division. 

- Department of omimercia] Relations. Its Trade Development 

Division has an Ex'urt Service Cu_nter which -provides assistance and in­

formation to ex;orters ), iproceaures, marKtino and salles. 

http:relvar.cc
http:h-nuicr.ft
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The MOI Thai Injustrial Standards Institute provides quality
 

certification for local ini:iustrial produce. 

Private Sectur Trdinog Comanies. Of reccnt years a number of 

export orienteJ tra in ccm;1,,nis havL, Leen gr~ntc. )rcmotional ;.,rivileges 

by the 801 for the purfus,..V increasin.; tie cxpcrt if Thai product other 

than the traji tiun2 .xjrt uir Lrs . str:s. einj ,.n l.or-intensiveL th, 

manufactured o,.s, cc..,rdirn': tL.cn iESD3 sourcc., thy have expanded the 

volume of exports much mor~i than expcctut. They rc expected to be of be­

nefit to manufacturers fur finuin; i;arkcts, t.,.:nd .uyrs for getting good 

expert ideas. Targets art in:>scd by the LO: ".it 300 million for the 

Ist year, 400 millin f,.,r th.- 2n,, anti 50 miillion 1-Kr thL third. They 

must be Thai mincojd and c-ntr,:lc. .;na j.. :F+Eic ter S yciars. If the 

requirements are met, they ire cntitluJ to certain incentives such as tax 

exemptions anj special lon,.-s fr.im the £Bank (.f lhailan, at a 7 percent rate 

of interest. Six such traJin9j cmi-n)nies have 'eun ,;-y.erations so far and 

8 ethers have Lbeen appr,,,vd Ths, alrea:.y I.peratirn include: 

- Expurt Uevc;;rvnt C,,rp ritiin Ltd. ( SA Group) 

- MSuku Inturna:ti..:n-:l Tr&,in, Cumpany 

- Texpurt Intcrr,-Ui,_ niu Cjrporaticn 

Sil Inturnatin-KI Trlinr, Coi,.pny
 

- Siam Cement Tra Jinj C,mpany 

is ths:;;firms are under pressure to meet their government im­

posed targets., they :nJ -ealing in very wide mo­u;; a variety (f produce: 

torcycle helmets, indust:'iai lloves, eults, fr,.zuri squid, furniture or 

pottery, for uxampile. i. view f ine small entrepruneur is that these firms 
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are monopolizers an, create obstacles for the development of small firms. 

It remains to "e seeul if this 
;s true in all cases "-n,.; if working rela­

tions cannot !.v;lopui small firms wh lack the capacity to dealbe with 

diructly with ani internatiunal market. 

4. Industrial cuntrcl
 

Few will arjue U-n brinciple a ainst the pr:.)positi(.n that industrial 

cuntru)l is necessary. Wetur.il resuurcus have to '.tprotected from over­

exploitation by inuustry usinj theimi as raw aterials. The natural and man­

made environment must ',L i ruservej frim conLaminati ,n y industrial pollu­

tants. Therd must ic ,n .,r',krly oovLlu;iient uf industry in line with na­

tional tvelu;Oment oLjectivs. Th safety and he'ltn of iv(rkers in fac­

tories and of ,opulations in industrial a,reas must ',e ;.rutected. The well 

ueing of wo-,rker's Li b:y minimum utmust assur&., akequate renumerattion and 

benefit requirements. Cunsumcrs need to "e irotectedi !.-y the imposition of 

minimum standards of quality, s.:,nitation, etc. for industrial products. 

And so on. 

While the rationale behind industrial regulation is simple and 

straightforward, its imrlomentation is difficult because of the many often 

conflicting interests t,2 ,c servc,;. The fcrmulation of g,.cd legislation 

requires a clear sjecificatiin of overall developmennt objectives, under­

standingj of situations affected, wisdom ano planning skill to establish a 

proper balance between indjivi.lual objectives to be served, and a sense of 

justice and fairness to ,-.ssure nlO.hat;r.up is iisiuvantaed at the ex­

pense of others. The enfurcement uf lergislation needs t(-,Le guided by the 

principle that the i1urpose of the 4ev/ is to serve the oo of the people, 

http:Wetur.il
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that the enforcement f re ulations is not an end in itself.
 

Few if any societies achieve this ideal ccmpletely, but the best try 

at least to approximat; it. Only to frequently how.ver, regulations are 

ineffective, unreasonable sr un-nforceable because the situations for which 

they aru inteneJ are tcu; im,:crfcctly known to .clicy makers ant legislators 

or the stanaards Aime, aL r tc high for the sociaty to bear. Regula­

tions are unjust Lucausn 1ftho unouc infiuncL uf ,u..crful inivijuals or 

pressure Jrous ;kursuinj their uo;, scifish interests. in tou many cases, 

the enforcement of rugulytirns '.c.wes a form oif w,,russin rather than 

support: p.roceiurus are cumpnlicte.i an excesively tima consuming or/and 

they are applie' with a sinule minax.eness that has no consideration for the 

intended beneficiaries of thL rugulations, th: Lurcaucratic mind being no­

toriously uncompassionatu. Worse still, qraft an. corruption come into the 

pricturc. Thu "beneficiaries" of thu rejulations are mde to pay over and 

above the esta lishAJ fMes fir the benefits of cunplying with the rules by 

the officials respunsible fcr enforcing them. Because of these and simi­

lar situations, the wisust of industrial policies are .,feated by their 

policy instrumnts. Rather thn premot: an ,rJcrly "evelopment of industry, 

industrial ccntruls ecnMl a hindrance and inhibit it. 

That such a situation xists in Thailand to s.ome degree is obvious. 

It is reporte, upon regularly Ly the pr.ss. Recent studies by National 

Institute ,fDevelopmant lministratiun (NIDA) researchers have investigated 

issues of bureaucratic contraints and curruption is they affect indus­

trial entrepreneurs amnon others. (Sue in particular reoprts by Chirayu
 

Isarangkhun, Saen' Sanguanruans, Thinapan Makata and their colleagues). 
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This aspect of the context of industrial development is of considerable
 

relevance to a study of small enterprise institutional support as it
 

provides importanL clues for the understanding of the success or failure
 

of government interventions. For example, there is reason for concern 

if it is true, as the evidence seems to suggest, that the negative mani­

festations oi induscrial controls have created such a climate of dis­

trust for' govern!;ent officialdom that it neutralizes mar~y of its po­

;itive aspects. Victi;'is of extortion, corrumption, and abuses by 

government officials dre not iikely to be very receptive to even well­

meaning interventions by government supportive institutions. 

It would be jratuitous and counterproductive to assume on principle 

that all governmcnt officials drc bad and that all government interven­

tions are ineff.ctive. Thu riter was inpressed on thc contrary by the 

quality of somie officials in all organizations visited. They are not 

insensitive to the problems of small entrepreneurs and are doing their 

best under difficult circumstances to improve the system. Two areas 

among others were brought to the attention of the writer. The first 

is the inadequacy of the labour laws concerning minimum wage and minimum 

age of workers. They were written in the context of modern large scale 

industry conditions anu are inapplicabl,_ in the case of small tradi­

tional enterprises in rural -reas. They need to be rewritten more 

realistically taking the conditions of the latter into consideration, 

but more information on them is ne,'.ed before this can be done well. 

Tne second 1rea concerns the process of inJustriaL firm registration 

which was described as being too complicated and time consuming and as 
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imposing a needlessly harsh burden on entrepreneurs. Although registration
 

is the responsibility of the IOI Factory Control ivision represented by 

the Changwat Industrial Officer, ho in fact acts only as n coordinator and, 

except for very small enterprises such as village rice mills, clearances 

have to be obtained at all levels (amphou, changwit, Bangkok) from all 

units uf governouent issuing reilations ,n indastrial interprise: Local 

Government, Pulice, Industry, Finance heal th, Lizuur, Forestry, Environ­

ment, etc. Understan ably, clearing those hurdles can be a traumatic ex­

perience fur small entreprencurs ard nany chus' to operatu illegally, 

greesing palms as nucussary, rathcr than regi 3 tur, 

The response of industri.lists, big and smoll, is to organise their 

own pressure groups, seking strength in ossuciatien V> protect the in­

terests of their members, ChamiLers of Commerce play this role but the 

Trade Associations are mara important. The most important of these as 

far as small entreprenuurs are concerned is the Smoll Industry Association. 

Although based in Bangkok, its membership network cvers the Kingdom. 

Among other services, it prvidas assistance to smill entrepreneurs in 

trouble with the law, helping them, fr example, to legalize their status. 

There are sevral more spacioiZ&L" organizations such as the Wood Carvers' 

Association in Chiang Iai which somehow makus it possihlc for local wood 

carvers tu deal both with the government Forest Industry Organization and 

the illegal loggers fur the prucurcment of teak wonA. 
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5. Conclusiuns and recommendations 
5.1 General observitins inprlicy and planning 

Current natiunl devala:pnnt policy guidelines co.me out strongly 

insupport of small industrial Lnt.rpise jevalupmunt. They state that
 

growth strate "-swill :cciminatj an. that the economy will be re­

structured to fav.r 
 ., prupsed arcthe -orcific musur&. employment 

promotion tu incruas, thuir pruuctivity arn" incu,, In injustrial
 

terms, this m-ans jispersil uf inustry uutsidc if Great, Bangkok,
 

rural industrialisatiun through thE establishment of 
low technology
 

labour intensivu enterprises, anc active promotion cf small 
scale in­

dustry and home incustry.
 

The seriousnesS of this 
intention has still to be demonstrated.
 

It is politically expetdient to 
shw concern fur the pour but political 

statements to bo taken seriously have tu be supportd by demonstration 

of political will to ju so. As documentej in this report, past and 

present support for small inuustry has nut been inconsiderable, but it
 

is nejligeablu 
 compared to the outlays made for aoricultural support.
 

To give but one example, the fun!s made available t SIFO for small 

industrial crejit are insimnificaot comparej to th: vast amounts provided 

to the BAAC fur agri iltu.ca cr..it. (Cf. Richard L. viyer, ROFEAP
 

Working Paper Nu. 9). Thu c.pariswn is not completely fair given the 

fact that TnailanJ has been and -cntinues to be a .re.minantly agricul­

tural nation, but itcots revel thu lack of sense of urgency on the 
part of the government to come out strongly insup.,ort of small 
industry.
 

Historically, massive develupment efforts in Thailand have always been
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made in response to a crisis situation. The Northeast of Thailand and its
 

poverty were virtually ignareA by the Central Government until insurgency
 

transfurmeu t m into a thrci, t national security. rMassive interven­

tions were then maLe tK correct this situaticn. 

Nin-farm/,ff-farr, cipl yinent is becuming increasingly important in 

Thailanu as agricultural ,pti.nw; fUr amplyment decrease. Of the house­

holls survoy,:i ;y the RPFEAP, 93 1 were r:portcJ ,ni-ge in some cottage 

industry in thu prcviuus 12 months. A Wurd Sank s:urce estimated that 

in 1979, aLuut 5 ,1of Qll manufacturing employment in Thailand was in 

finns witih less than 10 w rkcrs an. that nuarly hif f these were out­

side ,ankuk.([=0mca, M'.5 in, ,80). ,hilL facts such as 

these point tu thn need for }vernment attention, cmparJ to inflation 

anJ oil prices, the si tuatin rites rather lcwly an thu crisis scale and
 

there is a strong prLLili -j that it will be given l,,wr priority. 

The statement that gruwth stratcgi s will A, aban... e is accepted 

with some skepticism. As far as industrial policy is cuncerne., medium
 

and large scale enter ,riss were always seen as shv<n mire potnetial 

for growth and they.. not the small enterprises, were suppurted by policy 

interventions: SNi privileges. IFCT lons, VAT facilities. There is
 

no reason to beliovt that this will be iscuntinucd. nor perhaps should 

it. Hopei for changes are that privileges granted to large enterprises
 

will at least not be at thW ux.ensw of small enterprises. Mead cites
 

the example of B01 consi:ering granting privileges to n bamboo mat fac­

tory in Khon Kacn ALe to prouce 24 million mats a yuar. thereby putting
 

all village mat makers out of business.
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(Loc. cit.) Better still, one would hope that schemes & "evisd that
 

woul, give small entreprenaurs iccass to similar incortives.
 

The range of rrojects rroposei to implement th. ,olicy guidelines is
 

impressive in the sunse that it iicni tes how wll problems relating to
 

small industrial enturprises hare Ken identified, Nothing has been 

missed. It is easy and inex,,r iM to prepare a cat.ilogue of measures 

to act on the objcCtivUs iEAntifieJ but muci more Jifficult to implement 

them. Planning at this uvoi is nut operational and pro.Aly not realis­

tic inmany cases given thu constraints undur which the givernment wust 

operate. PWrhaps this .ill te corrected inthe Final package approved 

fur the Fifth Plan. There isa neud o LW selective nd focus on mea­

sures that will have the ,.jreatest impact. The drift ,lanning jocuments 

provide few guidelines for this. Having iWentified onjectives and projects 

to achieve them, the clusest they get to the implumenticn level is to 

more or less arbitrarily .:sibnnte targets to e otaine! and to like­

wise arbitrarily ;pruvice an Lstimate of buiget an! .vi.itional personnel 

,eedeu to do this. The plar: ;s structured excIusivUly around existing 

government units and program acivity. Nu provisions are made for 

structural or managerial impruvemcnts or fur the initiation of new types 

of organizations or acti'.ity that could perhaps achieve thL development 

objectives moru effectivuly nj more economically. One is struck, for 

example, by the xtent of ov,rlapping and juplication of activity and 

poor coordination among existing small enterprisu sup ,ortive institutions, 

say in the field of promotion of and market sup;ort for the home handi­

craft industry. This is both incfficient and neelessly expensive. 
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More is needed to improve the performance of government than to simply 

increase the size of its existing machinery. 

According to on, school of thought in NESOD an also apparently in 

the Ministry of Finance, goverrncnt interventions in support of industrial 

enterdrise should Le maju at two luvils only: at a high level (policy, 

infrastructure, reguloticn inc~ntiwas, overall supportive institutions 

etc.) and at a low leval (social welfare types of activities: rural off­

season employment program, etc.) 10iddie level interventions by government 

such as the running of Stat Entor.rises, thn direct su.port of private 

enterprise by subsidies, ,tc., arc not avored.. h government, they 

argue , has never June this very successfully and it is in Erea which 

is best left to private enterpriso. There is genrvlly a great deal of 

ambivallence on this point in gavernment circles. Higjher authorities 

frequently express the Jesirahility of closer collaberation with the 

private sector. With few exceptions Owevr, government supportive 

institution officers intarviwcj in the course of the present study had 

rather strong anti private sector !,iases. There is a conviction that 

small industrialists aru not strong enough to help themsulves and that 

they need to bj protected from axploitation Ly middlemen. This, only 

the government can jo. it is not surprising therefore that many govern­

ment small enterprise supyortive activities have more in ccmmon with
 

social weifare than with sound economics. The relatiuns of the govern­

ment sector with the private sector aru in fact puariy articulated .rid 

there is much need to better efine what are proper areas of government 
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intervention in Thailan,. These pcints have very significant implications 

for small enterprise :uvollcment, c it only tu 6v'., unproductive com­

petitian Letwen the two sectors (o..q. fur th merchanaising of industrial 

pruductiun,) and g.vrnmieni, invIvemnt in activity thit thc private sector 

can do batter. 

5.2 'iain probleis ani issues arisin! vut of current small enter­

prise su.,ertiv' inturvontins 

Summarizing 'xnnt Nas Sali; earlir .Routsmall industrial en­

terprise sup:ortiv insi tuti -os (;prudcuminantly of thn government sector), 

the main stren.-hs are tachnic! training, wxtensi n inj R and D, and 

provision f tVchniCal infrmati- .n pruducts an, .rr.,ucticn. Thc most 

effective institutions ar. the L' in.ustrial Service Institutes, its 

iaxLOL Institutas 

The generalist .overnmern fNaL 'nrg.arizaticns such as CD, ARD, also play 

a fairly effective supprtiv, r,.L fur fiuld trining! provided by DIP 

units in home industry. 

There aru many weaknesses however. is of ncw the government 

provides no investment incentives to small entrepreneurs of the type pro­

vided to larger inaustry by tro WOI, th TiAT or the iinistry of Commerce. 

Provisions fur finar.,ng onQ creilt through the SIFO have been inadequate 

other technical Divisions, W for Skill Development. 

in the past an, have since broken . completely. Marketing support has 

been from weak tj inexistant. The AIP Thai Handicraft Center (Narayana 

Phand) is not in fact ;,I o'ing a rumotional rcle. Effurts by the 

generalist fielJ organizations (wi~h un rLtable exception in Roi Et 

province) have een unprofessional and consequently nut conducive to 
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the strong development of the injustry. Management training is provided 

only incidentally Ly the ISI. That provijel y the OIP Productivity Center 

does not reach small entrepreneurs. Entrepreneurship' an2 enterprise de­

upon.velopment are planned Ly the 1SI lut nut yet seri;usly ,cteJ 

Althoush thore wr, krcvisions f.r supportive interventicns for 

all aspects of enterqrise evloMnt, it is dune y Lits 2nd ;ieces and 

not as an integrates acka e, "ringin together all:.f th cumnents 

needed to develop a successful enterp:rise. This is mst in evidence in 

the handicraft and cuttgc inlustry, adlittOcly a jifficult field because 

producers are su dispersed, unsuphisticuOK 2n far reumov from market 

outlets. Skill devalcpment is ravidU Qy DIP trincrs Lut it contri­

butes very little tu incML gene",ration in rural areas for lack of needed 

fullow up: j.esign uevelopment, c nsuliJ:tiun into a network of producers, 

market devlupment, sales pror:.ticn in Thailand an, abroa and sc on. 

The ISI is the only institution that is criented towars comprehensive 

support for enterprise dcvel.<pment Lut its capacity is weak. 

.Jo An important limitation tc the uffectiveness of supportive 

,institutions in enterprise jevelopment is the lack of an adequate infor­

mation base to plan and vuiap their programs. This is mcst in evidence 

for the ISI's proposed activity f.r entrepreneurship and enterprise de­

of which affect thL work of all other supportivevelopment, the consequences 

institutioans in some way or another. 

While this has yet to he assessed, it 1oul that supportiveseem 

handicraft in­institutions providing specialized training for home and 



dustry have had considrable impact in rural areas thanks to the supportive 

role of the government generalist field organization UvQn though these 

interventions have not 51.0 n foIlowed up to Maximiz cMlh effect. On the
 

other hand, there is avi.:onca w indicate that the impact uf supportive
 

institutions un town an! city tye smiall 
firms is very iow, a conclusion
 

that neeus further vurification. rnAMvi explanation that has nothing
 

to o with the perormanc- of too institutions .iscusse, is the fact that 

small entrepreneurs a PEar tQ Le ,unrallydistrustful ,f guvernment 

officials a]l cf whom sumahi rs rceivej as Ling in the same category 

as tax collectors an, cnfwrcers cf rcQuIations, a t.V e avoided on 

principle therefurL. A les ,iusA. rcasn A.uut which nt enough is 

knuwn is the possiuility that thy inturventions Q, tot. institutions are 

inappropriate in the sons, that they are not suite, to the socio-economic 

characteristics of at lecast sorna of the enter;prises. A1traditional sub­

mcJern type of enterprise follows a different stylL an: logic and requires 

a different approach W unyrstand and manipulate fv r purpcses of develop­

ment than a mdurn sect;or untorprise. Traditional enterprises in some
 

cases are nut imenw.ble o; a critical level of deve­to adrnizatiun until 

lopment of the socio--econumic system that supports it has Leon achieved. 

Traditional mo.. of acquiring creoit Dnd estatlishing market net­

works for cXOM1 la, might Q prfectl.y adequate in the present situation 

fur some of thase an woui ot .warrantfurthor interventions. Finally, 

even though tWu p;rferred intervrtions might e perfectly suitable, some 

small entrepreneurs might . oLsessively concerned alout protecting trade
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secrets and refuse to bring any :Ispect of their enter-*rise undIer scrutiny 

by outsiders. Many entreprencurs in towns are of Chinese origin and this 

is a very Chinese charactLristics. One might _Add Wit'.;out being too cynicl 

that Chinese business peorla ar, :)rifLe targets for- xtorsion, a further 

reason for them tc ',c untrustiiv', lherc is little eric.n suggest by way 

of remedy to ovrcome thus._ cunstraints othcrs than stress thc. need to 

develop sensitivity fur SIc context smallt suciJ-.conAic _-f enter,.,riscs 

and to develup supp.rtiv, activity tht,:c is,:_,nthe .;n,2 hand, attuned to 

this context ano,, on the ,.ther, sufficiently ettra.ctivw t") overcome 

existing misgivings. 

One of the main issues an- prJlIns ,of prcvi'ing financing and credit 

to small scale industry h;'.s Leon an,- remains one of L.nkaility. Small 

entrepreneurs usu lly hEve little cllateral t . offer f,;r t.ans and, 

from the point of view of the financial institutions pr,'vi ding the loans, 

rates of return on investment are l9w, irres,:LctivU of whether cr not 

the recipients ,f the loans are making a !rcfit or nt. Administrative 

costs to process the lr-ans are at least as hih as in 'i_-ilings with larger 

firms seeking larger lo'ans, projects have t. bc evalu':te1 iand su !ervision 

is difficult. The ratiL LetwLun tkse c,-sts anJ income ;.erived from in­

terest on smali loans is such that fLw fin-ncial instituti,;ns are willing 

to yet involved in this activity. 

Frcm the point of vicw o-f small entrepreneurs 'r,.quiring financing, 

rates f interest char;ge.. :,pear to be less .f an issue than thu availa-

Bility of credit itself. The case far subsidized cre'it of the type 
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provided by SIFO is becoming m.re and more Jifficult to efenN. Enterprises
 

that 	need it t: survive aro not economically viale and should nct be
 

encouraged except-in a social welfare context. Auparantly the successor
 

orjanization keing planne", SIFCT, will follow this ;:.hilosohy, making 

loans available for souni.' prt;jecs out At commercial rites of interest. 

There is also some questiun cf Ockstopin1 this operition by a government
 

sponsure la.n guaranty schM.L in which commurcil ba]nks would participate, 

somewhat alon, the linus at th- current cumpulsory investment of a 

proportiun of their assuts in rur-l .velopment projects. 

ThO financial .evelpment ippkroa:ch to siml scale industry promotion 

i.e. the financin; of ;r'Qjcts an thu basis of their merit, assistance 

being provi2l, t WLvl1',. s ur. rOjecLs, woui sULm to ,ffer the most 

promise. The incentive ,f rucivin financin- wuld mativare cntrepreneurs 

tu want to uv lap financially soun" unturprisLs. N: financing on the 

other hand wuij e jivan tK Lntrupreneurs not rusp&,nJin tu the incen­

tive. This appruacn woul. c.ntriLut, to the achievement f a longer 

term objective: th, m urniz.tiorn f smrll scale industry. The ISI 

are wel1 suited tu this .,r. ch. TRy can identify .j,d projects and 

have 	an industrial clinic s..:rvic- to krn:vide technical assistance to 

help small enterpris-s devcLi,: .rocts or activity that ar, sufficiently 

attractive and snum: tQ ,jintho ;.nfi'anc, Uf fin:,cial bLackers. 

5.3 	 Proposals fur rcs rch/.ctin arisin. rm the .reliminary 

assLssment of supo rtivL institutions. 

The dreliminary .ss.ssm.nt OttMptS, t. iJentify the strengths 

and weaknesses of the current small industrial enterprise supportive
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system. The suggestions that follow draw on this analysis 
to propose in­

terventions to build on 
the strengths and attempt to correct the weaknesses.
 

The proposals are for both research and action althiaugh the distinction
 

between the two tends to ')ccorne blurred when the overall concern, as in 

this case, is esseritially -ctin. The list is Avi,:-usly nut exaustive
 

but it includes the interventins that appear m st - :-.vious and urgent, at
 

least tu the writer. 

5.3.1 Research. Lack .-f informatin was found to Ie an important
 

constraint on effcctive small 
 injusLrial unterrrise doveluumunt promotion 

at virtually all levels -and sta.gos of prcmotion. This was most evident 

at the local and reion3l ]ev-l. Effective >lannint.v is Aifficult because 

not enough ,detaileJ an- specific 'ata are av,7iilaL_1,2 t,.: i:entify the po­

tential of regions fur industrial jOvelopment. Enterprise and entrepre­

neurship developinent prjects cann,:t be;l anned realistically or be 

effectively uxecutej fur the saime reason. Supiortive action by existing 

institutions is n.L as &Ffectivo .s it could Lb Decause tc, little is 

known of the suciD-econ ,mic charcteristics of small cntr:, reneurs and 

their enterpriscs, thc result of .,hich can be poor communication and 

inappropriatuness jf interventi,. ns. In this as in All Jevelopment con­

cerns, the huim.3n factor cann(.,t L) igno. ad with impunity. The following 

research suggestions ad..rss ts. issu-s. 

(1) Local ,i rcsjional context of small in,',ustrial 

r Mntc ment.riseLOive oi 

- availale raw materials , woo, clay, etc. 



- 45'­

- infrastructuru: communications, reads 
central place network and their services, 
public 	 utilities: electricity, piped 
woater, 	 waste disrcusal , etc. and 
thuir cost. 

overall idan,.ower characteristics: skill and 
entreprencurshi- . 

- com',;.lecfntzry !)roduction, e.j. xricultural -)ro-
Juction hfr K; ssi l.. arc-industry,uvalo,'miu rt. 

- market networks for industr'irl in, uts and outputs: 
l,.c:l rE!ion.:'l, notional , international. 

- meJium an:'. l.r-u sclc- ind.ustry tht could have 
possiI ,l- nkcs with small scale 
industry thr ,: h su:.contracting, e.g. 
1Lour-- intnsiv: low-technology pro­
,Juction of ccn.c.nents of products of 
lar., factories. 

- consumer mn th t cn e met it lowur cost 
1.:y Io:aI 	 pro,,uction. 

(2) SociC-ocn:inic chcracturistics of smil entrepreneurs 

and small enterprises and their impliication for suipo,rt. 
a. Sociu.-cultural vrofilce of sr,-all firm owners 

-	 Ethnici y (Chi nesc, ifluslii., of another region, 
etc.)" extent of marjirality, if any, 
in relation t Liu main stream of local
soci ecy. 

- Social 	 class: relative :sition in the social 
hierarchy in terms f esteem, pcwer 
and influence. 

- Education; illiterate, Lasic elementary, 
hirjher. 

- Pest experience: s affe.cting personal universe, 
values, conservatism or openness to 

ichn.lJe. 

U. Pattern of rclationships. 

Within 	the firm: singl, owner or partnership;
basis of partnership (relatives, friends, 
etc.). relationship of firm workers 
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(management level , others) to owner; 
extent 	uf family involvement, upaid

family 	workers. 

External relationships of owner: 
With suppliers of inruts: stable trading 
relationships if any; where, on which 
Lasi S. 

With customers: staDle trading relation­
ships if 	 any; where, un which Lasis. 

With governmont officials: which 
(ptlice., tax collectors, Industrial 
Office, Labour Office, ISI, ISD, etc.);
cwncr's cu,nments -.n these contacts. 

-AIssociation mfAlmsiI5hi . Chamber of Commerce, 
Trade" Associati .n, Atc. (Chinese?); 
extent of owner's inv'Ivenlent in them 
and benfits ,!erivc,'. 

C. Mojer'nity.rofil__ of firms. Som indicators: 
Level 	 of trf-ining (gjeneral, tLchnical) of firm 

;'arti ci vcnts: manaceinent, others; formal 
or c.n-the-job tr..ining. 

Type of equipment used: mo!ern or traditional;
maintenance practicLs, production lay­
out: scientificflly planned? 

Business practices: useof modern office 
equipment; buokkeeping, inventory prac­
tices - how mo!det n an systematic; source 
of market intelligence; use o, adver­
tising. 

- Sources of credit: formal financial insti­
tutions - SIFO, bacnks, etc.; friends
 
and relatives; privat.2 money lenders;
informal 	 cre'it group ("Ien chae"). 

- Growth 	 history of firm: 
Was the firm inherit.." or starte(. by

•thE 	 present owner, hc:w and why he got
into this industry. Change over tiine: 
improvunent, deterioration, no change;
why? Innovations if any, and their 
source. 	Expansion :I1ans ifany, ifnot
 
why? Most important problems inbusiness;
 
owner's perceptic.n of what is needed to 
improve his business. 
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d. Implications for supportive activity. 

-	 Public relations strategies fcr effective 
communication: nwaraness of barriers 
arising from prejudicos, fears, 
ignorancc, etc.
 

- Education for moaunriztin using present level 
of levelo;munt as startinq point. 

- UnderstandinD 0 cOMtxt .f Jevelopment fcf h 
small enter Irises n, its limitations 
tc vui, attempting tho impssi hle. 

- of tva,u.ti'ntK .,nti i fur development 
of small entrepreneurs int enterprises; 
selection of crn i ates fur sup.ort on 
this basis. 

- Devel 	r su,_,rtivu activity which is intelli­
5iile in, ,1anin7'fLl tv this clientele, 
giVen tn: citxt 2nd its constraints. 
Etc, 

(3) Process jf .eve!l: munt f anceririscs from small to 

largo: c.ostumAsal traitinal, pre­

muu rn firms hQvirSa v,,l1v< cr re 

mnutern entr.rises. 

ihis tic logically f, llw from the proceeding. 

Thu stuKy sh,.ul A proviJu ins iihts into the dynamics 

of growtn of small scale industry :nj perha:ps pro­

vie useful clues for both small entrepreneurs and 

for promAtcrs of smail enter:.rise cevelopment as to 

heW this gruwth ,ruccss can L ichievej. G-ing 

beyoni the rather :,vious Lusiness idministration 

text 5uk cxplanatiuns o.f success (e.g. identifi­

cation of a good marketable product, manufactured 
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by a process which is cost effective, from abundant 

and cheap raw materials), the stu.dy wculJ be most 

useful in revealing how a smali, iqn,,rant and in­

experienceJ entrepreneur can overcome the constraints 

of his !.&ckgr)un! ani rural !nvironment to act on 

a vision :n." marshal te comrencnts ,,f a successful
 

venture; where he ets his i'>-s., hoew, he identifies 

need,<&i cxpertise, how ,eiacquires his collaborators, 

how he nL-:ti ates profita-le ventures, how he parlays 

moUest resources into imunrtant caipital, etc. Frcom 

the point of view c.f promoters of small enterprise 

I-'eve'oment, the must useful contri:.ution of the 

project cuLlJ e the identificaticn )f the condi-­

tions neced for ltevnt 2ntrepreneurship qualities 

to blossom and become productive.
 

5.3.2 Action. Besides lack of information, the assessment 

identified a number of problruws contributing to reduc,_ effectiveness of 

the supportive systen that fall under the broaci category of organizational 

or structural constraints. klMrhouh a-l needed supp,ortive services such 

as extension, traininig, finaricing, marketin, utc. are provided with 

varying degrees of effectiveness, they are usually supplie! by separate 

organizations each acting on its own mandate to r','ovide a given serice, 

no deliberate thought bein.) given to the need for other complementary 

services to achieve an overe.l *rocuss. In other woidcs, institutional 
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structures are inaicquate to deliver a neeJcj package of services. The
 

institution that comLs 
 closest t, achiuving this UL;jective is the Indus­

trial Service Institute which ,.oals Lkasically with t.n type firms and 

only marginally with rural hme industris. Tts efforts are well directed 

but some of its functions nuej . Qc rL6LfinW anA strerIthLned. Cum..red 

to the probIlms bf tOwn firms, thos., relatin: to rurY! hrmn incustry are 

more cmPIlex in that iniviual units ar. tW. small and lisersed to be
 

able to develop into a sOmLwh1-t substantial inc.mu gencrating activity
 

withuut external support. This support has >anoraily 4un inaequate, as 

mentionec., ccause it was prvi Jod on ,iucumcuala 'sis itu suffi-­

cient coordination. It has also lacked prafassi.nlism. Diffcrent models 

from both the puslic an. .riv,. sectors nLLA to to cxamin -n tested 

to see how this situation can list 1. c.rructod. 

A Mlat&d vs;ict thit maits axalinaion is the actual 

or potential role of the privato sector in support of small industrial 

enterprise to provie m,rkatinj support cr, p,:-rhaps more importantly in 

the case of private medium or l.arge inustries, to functien as providers 

of funiing an6 expertise for a whule spectrum of activity, from cummissioned 

piece wurk tu juint ventures. In this resPcct, theY can also contribute 

qualitatively to iniustrial Akvelpm-.nt by acting is agents of change and 

technulugy transfer. also to K: cunsi"r,. in this connection is the role 

of private financial instttutins inturested in JAvecping industrial ac­

tivity fur investment purposes in,. having a capacity to identify, deveL' 

lup, advise on, in, finance prufitaLle ventures involving. small entre­

preneurs. An examination of this situation might perhaps indicate that 

http:Akvelpm-.nt
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some government institution supportive interventions are wasteful because 

more effectivo support is. or can he, prjvided ny the private sector, and 

that other interventicns cuL'i Le made more prc.uctivo if more private 

sector involvement were r.,mot&:. Hopefully, this examinition would help 

provide a better understanding f which areas are app roLriate for govern­

ment interventiun and which are not, and this coul serve as a basis for t 

the elaborati,n uf >oIicies a& stratuies leading to Otter and more 

cost effective supportivL tcen. 

An invustiyation of the precedin. stratgics could also 

throw light on the prL.lems of financing of siall industrial enterprises 

(the ankai ility issue) -nd hLW to hn.le t in. Fr sme, the idea of 

dependence of small entrcpr ]neurs un a.rgcr firms fOr supprt is not 

attractive. What are t.e iltarncives? Schemes that seem to merit 

investigatiun are a combinatinn of loans OaNE Ly loan guaranty schmes 

and technical assistance to Jevlp souna enturprises, on the one hand, 

and some kin6 of coopertivo schcme Oy which sevcral small firms can be 

consolidated into one ljol ,ntity For joint financinj]porhaps a variant 

of the small inJustriai pirk idlea: a "company" of firms under joint ma­

nagement, either a holding company, un an urban version of the Iraeli 

moshave concept.
 

The following very tentative proposal outlines begin
 

to address some of these issues.
 

11) ISI indepth a Flannpin erspective 

Its pu'poss is twofuld: (1) evaluate the ISI 

upration in its present form and, (2) oxplore the 
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feasibility of a number of ideas to help it achieve
 

optimum efficiency an&i impact.
 

I. Evaluationo The evaluation :ears on the
 

present ISI 
functions which includa the following:
 

-xtunsion and training 

- techrical 
information Jissemination 

- tochnol.y and product ,cvelupment 

-,enterprise promuti n 

Loking at the ISI is 
a i-.,l2 andi at its 
functions in particular, tho evaluition uses thefollAwin9 categories: 

Personnl: numbor, qualifications,
 
utlization in rolation to functions.
 

Ru,-,;ut and its use: ccst effectiveness of 
6,eratlons. 

Content and style of activity: its rele­
vance and appropriateness. 

Impact cf progrorms on small enterprises:

Number an,2: types of anterrrises con­
tacted in raiation tj total numbers
 
and types. 

Types o.f interventions and their
 
effect.
 

User firms' evaluation of services
 
provideJ.
 

Potential users' swareness of ISI 
servicos. 

- Conclusions and recommuntations.
 

2. Plannini ias for iscussion and examination.
 

3. Plan tho divaiopment of the IST along the 

lines of a regional imolementing agency for all DIP 



'functions rather than limit its role to being only one 

of many services provided by the DIP. Itwould therefore 

have a mire generalized role in relation to industrial 

promotirn in its region, and the coordination of all 

promotional activities would be part of its formal man­

date. This iea apears tc :L accepted on principle by 

DTP policy m-kers. The feasibility of acting on it depends 

on the possi'ility of strer.jtnU., nr in,J to some extent, 

redefining some of the :11resent ISI functions. 

b. High prioi ity un _,r th_ reognization would 

be the implementation Ly IS.J ef t.e e]a.lier DIP proposal 

fwr' a "Sillbsized R onal Inustrial Development and 

Thc ,unp.§entsare: 

- :re-investme->t ys, feasibility- studies 
of ne', factory I'rojc.:ts, 

Promotion Project", main f which 

•Leetings and seminars to discuss findings 

with privi-t investurs, 

- investment profit analysis, cost benefit 
anlyzes, etc. of selected projects, 

- assistance to investors or enterprises 
plr, ning to -xt,-,,'lish new factories, 

- assume leadersh.ip' t launch innovative 
enterpri.zes to h)e sold t. the private 
sector when viability has been achieved. 

c, Strengthen the ca.city cf the ISI to id-ntify 

and make an inventory (Al regional industrial potential 

(Cf supra,. ,nder research), to be fclluwed thr,.,,u.;h by 

spLcific enterprise feasibility studies. This function 

http:leadersh.ip


could be greatly enhanced by securing the cooperation 

of the universities and teachers colle.Is. Another 

possibility t Le considered is absorbing the Regional 

Industroal Ecnm,.ric Devel,pmernt Ccnters into the ISl's. 

Regionnl in Justrial .1annin; c.ulJ1 be made much more 

realistically in this context. 

.. Develop an investment service c]Pacity in ISI; 

for examile: 

-play a !,rcker rile in rclatic) t, private 
s ctor and gjuvornment controlle 
funk'in, sources (,rzvisi .n of infor­
mati ]n, f~ oi i ttir,.; c._ntacts, etc.) 

-in:.ustrial clinic .,ssistancU J entrepre­hi1 

fLours .nk:Ic1evel
... activity, 

-mediate with 5OI utc. for promotional pri­
vileges fur smI I enterprises, e.g.
reduction cf sales tax and tax ex­
ompti(,ns for th purchase of pro­
ductior.n machniery, 

-coordinate with ILrT for sma ll industry estate 
l)anning,, and media.te small entrepre­

neur access t, the;m. 

-provision of market int~llijence, 

-referral service t. 'other institutins for 
services not provided by the ISI 
c.,j. uther training institutions. 

(2) Home industry ccinprchensiva support study to deter­

mine best mdel. 

a. Rci Et chant4wt silk proect: evaluation and 

feasibility study for replication in other changwats 

- role of changwat authzrities. 

http:media.te
http:colle.Is
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- role of silk traders: Jim Thompson Thai 
Silk Co., atd ct,,crs. 

- role of the Foundation for the Promotion
 

of Special Artistic Crafts.
 

b. Evaluation of interventions by the DIP tech­

nical divisions; Textile, Handicraft, Cottage Industry,
 

Narayana Phand.
 

-	 possibilities for consolidation and/or closer 
coordination. 

should this be kept distinct roin ISI? 

c. Commercial firms: Jim Thompson, Design Thai, 

Surapei, 	etc.
 

- evaluation of their supportive activity
 
compared to that ,-f the DIP for 
training, marketing, promotion, fi­
nancinr, etc. 

(3) Potential of NGO's for small enterprise identification/
 

creation 	and support. 

a. In depth study cf the Population and Community 

Development Association: 

- role as brokers of development. 

-	 use of village staff network to consolidate 
small rural production and to provide 
market support.
 

- how to support this activity.
 

b. Role 	of national/international voluntees.
 

c. Interventions by UNICEF, ILO, UNIDO, etc.
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(4) Exploratory study of actual or potential linkages of
 

large firms 	with small producers. 

a. IJentific tion c,f such firms: CP Co., Adams 

InturnatiOn, l, :tc, 1arse factories subcontracting, 

trading cs.!mp.nics. 

b. Gnralr 	 characteristics anI ,,'ossibilities. 

c. 	 Selectci case studiOs: advant.,i-es, disadvantages, 
f-r,,blcms fr sma.ll pr ,Juccrs. 

(5) Tradu associati.,ns study: Industri.al ,,ssKcitien of 

Thailand, Small Industry Ass.cijticn, Wod Carvers 
Association, 1tc. 

- N"ature; function, style 

- Contribution to small scale industry support and
 
devel opment. 

http:Industri.al
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