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I. INTRODUCTION

| ‘At present, almost sorper cent of national industrial

put is generated in the ccn§§;1 Region, Bangkok Hetropﬁlitan
rticular, because of its well'éifibiished' infrastructure;

e market sagg. avia!:balaty of educated mabpower, good arban

ices, apd neeessabalaty tb both other reg;ons und -brbad. The - &

"trial cpgé;ntrgtanh - im tbe certrnl letaon will ‘;bgf
: NG : ;&gié ,

of**actii.tritaan

Esoner or attgr in the fpm: nf Fise 1a dend prives, wﬁg;;.Lu7
sportation cost .nd‘PDJlut;ong Ibatenent costgz 1nd;yn§g-j,
;trialists cﬁnnot go out of ihéijétrQQ?lﬁtln‘ area beciﬁgc
iinént environment is cxtrgpely /jhferip;, in the non-
opolitan re(iéﬁs. uifh inderdev;lopéd areas for industrial

 low skilled -anpéwer, inconvenient vtranspoftation. poor .

'ben services on top of @ li-ited: market size. Industrial

ERRET. R

J'v}ﬁgiglopnent in the non-metropolitean rekios;vcould not be achieved

_i@out government support. ‘ ’ ' g

f§2 7 The Soutb Thailand bos long been n interesting region
'éns ' capdidate for re(ionnliz.tion of industrial growth. The
‘justificltions for this region are bssicslly the availability of -
o nnturol resources and meterisls for industriul use lik0v rubber,
fjshcry. minersls and the advantage o! its locotion ns trade
entrepot. In recent years, tbc:o were st lesst tbrcc major

studies on' industrial development 1ﬁ; the South Theiland. In




1
1874/75, the Hunting tesn proposed that the Thai Government

should establish industrial estate and export protessing fone in
Songkhla or Phuket. Ten years 1later, the JICA teanL£ had
extensively surieyed the Upper South area and made strong
recommendation that industrial estate in Surat Thani
and export processing zone be established in Phuket. Accordingly,
the John Tayvlor and Sons COnsortiu-l3 conducted an economic-cum-
environmental study on the development of Songkhla Lake Basin and
concluded that the Southern Region industrial estate in Songkhle-
- Haadyai and export processing zope at Songkhla Deep—-sea Port be
established. Despite their development linkgges. the three growth
poles of Surat ThSDi. Phuket and ég;ikhla are inevitably

competitive to each other, taking into consideration 1limited

govérnlent budget and development efforts.

1.03 ihe Sixth National Economic &nd Social Development Plan
(1986-1990) stetes clearly that the main objectives of
regionalization are to open the regional economy to world
competition, to disperse industrial development to the Southern
region in close relation with the development of other areas, and

to increase efficiency in natural resource exploitation and in

/]l Bunting Technical Services Ltd., South Thailand Regional
Planning Study: Physicel Planning, Final Report, London,
1974.

2 Japan Internetionel Cooperation Agency, The Sub-regionsl
Development Study of the Upper Southern Part of Thailend
Industry, Volume 4, March 1985.

/3 John Teylor and Sons Consortium, Songkhle lske Basin Planning
Study, Final Report, October 1985.




environmental msanagement as chl. In this regard, top priority
has been given to the development of Songkhla/Haadyai as the
principal economic and administrative centre of the South.
Transportation and comsunication systems will be set up to
establish the interlink between the Eastern Coastal area (Surst

Thani) and the Western Coastal area (Phuket).

1.04 The objectives of this study are to explore the
industrial developmuut experience in Songkhla Lake Basin area and
to formulate policy guidelines and measures for the promotion of
small ana mediums industries in the region with a special emphasis '
on the cooperation between the goverpnment and private sectors.
The Songkhla Lake Basin (SLB) refers to the whole area of
Songkhla Province and Phatthalung Province and Hua Sai District
and Cha-uat District in Nakhon Si Thammerat Province. For wmost
studies on SMIs development including the present one, the size
of industrial firm is based on the number of workers ewmployed,
i.e., those establishments employing 10-49 and 50-200 workers are

classified as s»3all and medium industries, respectively.

1.05 Apart from the three major Southern region development
studies and other documents, this paper is mainly based on the

findings of two economic surveys carried out »y IMC staff in

a (2
1984 and 1985. In addition, plant visits eand interviews have

/1l Industrial Management Co.,Ltd., Policy snd Programme for the
Promotion of >mall-scale and Regional Industries, Vol.5
of Industrial Restructuring Study prepared for the
NESDB, Sep. 198S5.

/2 Industrial Msnagement Co.,Ltd., Policy snd Progranme for
Investment Promotion of Decentralization and Agro-industries,
Vol.3 of Plenning for Investment Promotion prepsred for OBOI,
Nev. 1985,




been conducted in Songkhla-Headyai during 15-19 August 1986. The
sample firms include two frozen seafood companies, two rubber
product firms, one foundry, one parawood furniture factory, and
one bottled water firm . Discussions with IFCT staff at Haadyai
Branch Office, government officials at the Southern Region
Development Centre, Provincial Industry Office, the Southern
Industrial Promstion Centre and at the Southern Industrial
Economic Development Centre are also hizhly appreciated. The
main thrust of this survey aims at examining the existing
situation of industrial development in SLB, identifying pertinent
problems and prospects, and drawing some implications on the

future of public-private cooperation.

1.06 This paper is divided into five parts. Follewing the
introductory chapter, APart II exsmines the economic and
industrial development in SLB which encompass the salient
features of the Basin economy, the industrial structure and
performance, and current development projects of direct relevance
to industrial growth. Part I1I analyses promotional activities
for SMIs development carried out by various government agencies
and identifies the inherent strengths and weaknesses affecting
business improvement at the local provimncial level. Part 1V
presents the review and assessment of impact of the promotional
activities relating to five selected enterprises on the basis of
detsiled interviews with the respective enterpreneurs snd pe:sons
involved in the promotional works. Finally, Part V presents

policy guidelines and measures necessary for promoting indastrial

investment in SLB.




I1. THE ECONOMIC AND INDUSTRIAL DEVELOPMENT

IN SONGKHLA LAKE BASIN

The Basin Economy and Linkages-

2.01 In ier-s of spatial layout, Songkhla Lake Basin covers
the whole area of Songkhla Province, Phatthalung Prevince, and
Amphoe Cha-uat and Amphoe Hua Szi in Nakhon Si Thammarat
Province. Since the statistical figure at the district level is
quite limited, the following discussion will focus on Songkhla
and Phallbalung or otherwise indicated. On the whole, Songkhla
Lake Basin is a sub-region on the Eastern side of the Soutbhern
Peninsular covering 8,020 sq.km., of which the Songkhla Lake
itself covers 1,082 sq.km. The SLB Study ares also covers Amphoe
Cha-uat and Hua Sai in Nakhon Si Thammarat (a further 1 099

sq.km.) bringing the tota) area to 9,119 sq. km.

2.02 The Study area is linked to surrounding provinces by s
good road network and the Southern railway branches at Haadyai to
enter Malaysia at Padang Besar to the West and Sungai Golok to
the Easti. (See PFigure 1) The Basin is a predominantly
agricultural pert of Thailand. The Basin is more than self-
sufficient in rice production, particularly Phatthalung which
supplies rice meinly tc the four border provinces of Narathiwat,
Patteni, Satun, and Yels. Other natural resources are also
available; they asare rubber, fisheries, forestries, and

livestocks.




-6 -
Figure 1: SLB LINKAGES
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2.03 The growth path of the Basin is on the increasing trend.
Available statistics for Songkhla and Pattalung show that Gross
Sub-regional Product of the Basin grew at 5.3 and 6.7 per cent in
real terms during 1975-80 and 1980-85 period, respectively. The
Basin share in Southern Gross Regional Product was 23.3 per cent
in .1985. Conparisg to its share in Southern population of 22 per
cent, the Basin contributed slightly above-average share in Gross
Regional Prodﬁht. Per cupita GSP in 1985 was 5,743 Baht or about
106 per cent of per capita GRF and 78 per cent of the country

average.

2.04 A closer Jlook at the Basin economy reveals that the
leading sectors are agriculture (33.2 per cent in 1985) and, to a
‘much lesser extent, wholesale and retail trade, services, and
transportation and communication. The agricultural growih was
fuelled by the contribution of fisheries and rubber. It should be
noted that the relative contribution of manufacturing and wmining
industries was quite limited; their shares in GSP were only 4.1
and 0.8 per cent in 1985, respectively. At the seme time, the
strong growth performance was markedly seen in electricity and
water supply, benking services, commerce, transportation and

communication, and construction.

2.05 According to the 1980 Census, the SLB population was
1.20 w»illion, of which 650,000 were in Songkhla, 410,000 in
Phatthelung end 140,000 in Amphoe Cha-uat and Hus Sei, Nakhon 8i
Thammerst. In the period 1970-80 the Besin’s population grew at

2.8 per cent per annum, faster than Thailand’s 2.68 per cent per




annum. About 220,00C people lived in urban areas in 1980 (17 per
cent). The most recent statistics reveal that at the end of June
1985 the number of population are 0.369 and 0.425 million in
- Songkhla and Phatthalung, respectively, or about 22 per cent of

the total population in the South.

2.06 The Basin lebour force, defined as the economically
active population aged over 10 years, was 612,000 in 1980,
representing 70 per cent of the Basin’'s population of working age
and 51 per cenl of the Basin population. The labour force grew at
2.9 per cent per annum during the 1970’s, wmarginally higher than
the nation’s population growth. The 1970’'s saw a slight shift in
the proportion of the Basin’s labour force engaged in agriculture,
forestry, and fisheries, down from B4 per cent in 1870 to 77 per
cent ip 1980. Al]l other sectors experienced growth in their

shares of the labour force.

2.07 As wmentioned above, the Basin economy is heavily
oriented towards the primary sector especially the agriculture.
Moreover, the manufacturing sector plays a8 very marginal role in
economic development. Simultaneously, the economic structure of

SLB is different from that of the Southern Region in three major

ways:

(i) very prominent fishery sector;
(ii) wmuch less significant forestry and mining sectors;

(ii1) more develope? services sector.




2.C8 The main centres in the Besin are Haadyai and Songkhla,

followed by . Phatthalung and other towns. Both Haadyai and
Songkhla are growing vigorously and epmerging as a regional g;owth
centre providing commercial and administrative services to the
Lower South. 1In this regard, there is a strong interdependence
between Songkhla Lake Basin and its vicinity. Six main forms of

linkages can be observed:

(i} The food—pfocessing plants in Songkhla attract a
wide variety of raw zasaterials especially high-
‘valued fishes and shrimps, from Trang, Satun,
Nakhon Si Thammarat, Surat Thani, and Pattani;

1ii) The Basin becomes the major distributor of rice
to neighbouring provinces and Malaysia;

(iii) There are service linkages, especially connérce
and distribution, between Haadyai/Songkhla and
smaller urban centres;

(iv) COnstruétion materials are brought into the
Basin, for example, cement from Nakhon Si
Thammarat;

(v) Lasbour migration to work in Haadyai/Songkhla is
active; and

{(vi) Border trade with Malaysia through

Haadyai/Songkhla is extensive.

2.09 On the other hand, there are also disedvantages for
economic development in SLB. The shorteage of such infrastructure

as telecommunication, ¢transportation, and supply of electricity
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in quality has long been one of the major impediments to further
growth. Among other things, the inconvenience of communication
with major markets abroad has adversely affected export potential
of the region. In addition, the depletion of traditional
materials like logs and fishery is present. Without well—-defined
resource management system, the possibility to raise production
lJevels for such materials is rather limited. The problem is
exaccrbated by the facts that SLB is far away from the major
markets in Bangkok and abroad and that investors seeking the
scale nf economy rarely base their activities in the local market

in view of demerits associated with small market size.

Industrial Structure of SLBE

2.10 The wmanufacturing value added (MVA) of SLB increased
from 245.9 million baht in 1975 to 345.6 million baht in 1985. In
the wmeantime, its growth rate was 6.5 per cent pesr anLum during
the 1975-80 period and then dropped sharply tc only 0.5 per cent
per annum during the 1980-85 period. This resulted in a declining
share of manufacturing sector in the Basin economy from 5.3 per
cent in 1975 to 4.1 per cent in 1985. Unfortunalely, the

disaggregate data of MVA are not available.

2.11 While the 1980 Census recorded some 22,000 persons
engaged in the manufacturing sector in Songkhla and Phatthalung
(compared with an estimated 24,400 for the whole Basin), the two
provincial industry offices identified 14,126 persons employed in
manufacturing establishments in 1985. The bealance represents the

informal manufacturing sector, home industries and establishments
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employing 1-4 persoas. Manufacturing employment in Songkhla and

Phatthalung is almosi entirely in resource-based indusiries.

2.12 The Ministry of Industry rec;rded that in 1985 there
were 1,048 manufacturing establishments ?ith total investment of
1,228.6 million baht in Songkhla and 686 estsblishments with
total invesiment of 116.9 million baht in .Phatthalung. By and
large, these industries are small-scale firms. Among 1,125
establishments in Songkhla, only 22 of them can be classified as
medium-sized firms and the other 12 as large omes. As expected,
aboutl one half of the plants is rice mill. For the rest, major
types of industries encompass food-processing (seafood in

particular), rubber products, non-metallic products, and

transport equipment and repair.

2.13 As for Phatthalung Province, the industrial structure is
dominated by rice mills, 614 out.of totally 686 establishments.
Other types of industries are wood products (furniture and
boxes), food processing-(noodle and ice-making), non-metallic
(kilns and bricks), end repair shops. One startling fact arising
from our review is that despite its extensive rubber plantation
area of 400,000 rais, there is no rubber processing plant in
Phatthalung. Instead, rubber is delivered to Trang, Nakhon Si
Themmarat, and Songkhla for further processing. Most industries

are small firms and none of them can be clessified as large firs.

2.14 With regard to the fishery sector, the role of marine
fisheries has been declining to & certain extent. Supply

sources have been deteriorated in recent years due primsrily to
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heavy exp]oitation of wmarine resources. The siiuation is
aggravated by the introduction of 200-mile economic zone.
Simultaneously, there are vast opportunities in developing
hatchery farming perticularly giant fresh water prawn and
seabass. For processing industries, expnrt potential for various
kinds of frozen and canned seafoods seem to be very strong in the
foregeeable future. Serious improvement in the whole array of
pr;auction processes from the port, the cold storage to the
processing plants will bhelp ameliorate and strengthen the

industry’s competitive edge in the world market.

2.15 Almost all of the rubber has been transported out of the
area °n the form of smoked sheet and block without being
processed in more sophisticated products. idost of the rubber
processing industries including rubber tire factories are located
in the Bangkok Metropolitan. However, only a small portion of
rubber is for industrial use in Thailand. Taken into account the
on-going replantation programme incre;siug supply of rubber poses
serious queries over the potential utilization oif rais abundant
resource. The Southern Industrial Economic Development Centre
jdentified rubber band, tire and tube, shoe and concentrated

latex as candidate projezts for investment promotion.

2.16 As regards wood industries, local resources have been
used for such products as construction material, fuel or
saterials for charcoal, wood boxes, wooden cases, and metches.
The production of furniture is heavily oriented towards the
export markets. The intermediate industry, _sew mill, however,

faced with chronic supply of msterials. Without the improvement




of resource management, TrTubber wood seems to be the only

promising source of material.

Current Development Projects

2.17 It has been generally noted that.lost of imnvestors are
not satisfied with the industrial environment, and have been
suffered from insufficieﬁt and unreliabl; utility services such
;s fresh water, electricity. telecommunication, and urben
amenities. Indeed, government supports sre needed in two areas:
one in investment for improvement of infrastructure and.the other
in imnstitutional and-organizational arrangement for industrial
promotion. The former will be discussed below while the latter
will be elaborated in the next part. Several development projects
have been undertaken in the Fifth Plan period, some of them
continuing into the Sixth Plan period. They 1include the
Songkhla Deep-sea Port, the Tinsulanond Bridge, the Southern
Region Industrial Estate, the Songkhla/Haadyai Principal City

Deveiop-ent Project, and the Haadyai International Airport

Development Project.

2.18 The deep-sea port at Khao Daeng will provide modern éort
facilities for loading cargoes onto end fros 9,000-20,000
deadweiéht tons vessels. There will be two berthes for
conventional freighters and one berth for contsiner freighters.
The port is scheduled to be completed in 1987. The development of
an industrial zone in the Headyai Deep-sea Port will also be

culminated as a programme of the Sixth Plean.
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2.19 The Industrial Estate Authority of Thailand has
determined an area on Kanjanavanich Rosd betw:en Songkhla and
ﬁaadyui to be the site for the Southern Region Industrial
Estate. In April 1987, the private sector was invited to propose
Joint investment project of not less than 500 rais. However,
there was no proposal which met the requirement and conditions
set by-fhe IEAT. Seemingly, the public agency had to go alone in
seeking the appropr;nte area. . In additioﬂ. the IEAT hes reserved
an old mine ares at Tembon Tha Chalung, Haadyai, located on the
National Highway No. 4 (Petchdasem Highway), 12 kms. from
Haadyai. This erea is approximately 2,700 rais, out of which 400
reis were a reservoir. The project is still under consideration

no definite schedule has been set so far.

2.20 The construction of the Tinsulanond Bridge is aimed to
improve traffic congestion at the tuin ports between the Khao
Daeng coast and Amphoe Muang Songkhla coast and concomitantly to
facilitate the development of the Songkhla Deep-sea Port and the
Southern Region Industrial Estate. The bridge will expedite the
transportation and cosmunication betuéen the Upper eaend Lower
South. Its length is 2.8 kilometers with total investmwent cost of

402.5 ®million baht. The construction has alréady been completed

in August 1986.

2.21 According to the Fifth Plan, Songkhla-Haadyai will be
developed as the Southern region growth center. Songkhls will be
developed as a main seaport town for exports, whereas Haadyai
will be developed as a centre for transportation, commerce and

services. This calls for a massive improvement and an expension




of basic urban infrastructural facilities with the gross budget
of 911.6 million baht. The programme for Songkhla municipal area

consists of the drainage and flood prevention system, Tha Sa—-an

Slum resettlement project, and the garbage disposal at fish

ports. As for Haadyai municipal area, the development programme
comprises the drainage and flood prevention system, project for
improving Sri Puvanat Road, Rattana-viit Road and Redyindee Road,
and the construction of an overhead bridge across the railway.

Mosi of the projects will be completed in 1987.

2.22 The Haadyai lnternationél Airport Development Project is
undertaken in order to serve an increasing demand for air
traﬁsportation especially for tourism. The passenger terminal has
already been expanded to cope with 800 visitors at any given
time. The Department of Civil Aviation will expand and improve
the runway and other facilities necessary for the Jlanding of

wide-body planes such as the Boeing 747s.
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III. PROMOTICNAL ACTIVITIES FOR SMis DEVELOPMENT

3.01 This part deals with delivery of services to small and
medium scale industries in Songkhla Lake Basin. The emphasis is
on assessing current activities and organizational linkages of
various central and regional agencies concerned. The government
offices and private institutioms which are based in Songkhla and
Phatthalung include:
- Southern Region Development Centre, RESDE
- Southern Industrial Promotion Centre, Department of
Industrial Promotion
- Southern Industrial Economic Development Centre
- Provincial Industry Offices at Songkhla and
Phatthalung
- Institute of Skill Development, Songkhla
- Prince Songkhla University
- Rubber Research Institute, Songkhla
- National Institute of Coastal Aquaculture, Songkhleas
- IFCT Southern Brancbhoffice. Baadyai
- Provincial Chilber of Commerce

- Southern Office of Associstion of Thai Industries

Planning

23.02 Development planning is carried out at many levels snd
by various sgencies. At the top is the National Economic and
Social Development Board (NESDB) which is responsible for the
planning in the oversll nationel perspective. Specisl sttention

should be placed on the culminetion of SLB development in the
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Sixth Plan. Major programmes for SLBR include urban develonment
and Jland wus. 'planning. industrial development, and na:ural
resources and environment management. As for industrial
development programme, the Plan refers to the Southern Region
Industrial Estate, industrial zone at deep—sea port and study on

sgro-prncessing in Phatthalung.

3.023 At the ministerial or sectoral level, industrial
planning is handled by the Industrial Economic and Planning
Division, Ministry of Industry and one of its regional centre
located in Songkhla. The planning capacity of the Southern
Industrial Economic Development Centre as well as other centres
is severely limited by staff and budgetary constraints. In the
Sixth Plan, the VSouthern Centre has proposed to conduct
industrial plans for the region as a whole for the specific
development area including SLB, and for ccrtain provinces with
industriel potential. Industrial planning for small enterprises
is 8lso carried out by the Planning DPivision of the MOI’s
Department of Industrial Promotion (DIP) ir collaboration with
other units within and outside the MOI. These plans are intended
to be operationsl and are carried out under the guidelines of the
Netional Plan. At the local level, Provincial Industry Offices
are required to forsulate annual industrisl development plen with
the aim to set supporting activities for local entrepreneurs. Ip
FY 1987, Industrial Promotion snd Development Section will be set
up as a part of Provincial Industry Office in Songkhls as well as

in Surst Thani snd Nakorn Si Thammarat.




Ideas and Opportunities

3.04 There are a. least three organizations that
in providing information and data on investment
opportunities. They are the Southern Industria

Development Centre (SIEDC), the Southern Industria

are

active

and wmarket

1

Econoric

1 Promotion

Centre (SIPC) and the Office of the Board of Investment.

most part, activities of the SIEDC are concentrez

ted

on

For the

the

monitoring of industrial econornic situation in the South and the

studies on some potential products which are widely distributed

to interested persons. The SIZDC will prepare

investment

opportunity studies on rubber processing products in FY 1987,

ceramic producis in FY 1988, and on tin, wulfram,

products in FY 1989-90. The SIPC has also carried

industr: studies especially those on metal end
products. The OBOI has recently put more attention
regional ipvestment. 1In April 1987, an invesiment
study executed by OBOI was discussed in the regional

in Haadyai.

3.05 It is noteworthy that a drastic change in
Provincial Industry Office from regulstory to
function should offer an effective mechanism in

dissemination. It hes been stipulated that there

on

and fluorite

out

soae

machinery

to

promote

opportunity

seminar held

the role

of

promotional

information

will

industrial information service centre established

Provincial Industry Office, Industrial Directory and

be

information for investment decision will be distributed,

advisory services will be provided on issues related to rules

the
specific
and

and
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regulations, industrial siting, machinery and instalment, s.urce

of raw material, funding, and marketing.

Resources

3.06 The Basin is a resource-oriented economy. Obviously,
rubber and fishery play a vital role in industrial economic
de;elopnent. Apart from the continuing rubber replantation
programnme undertaken by the Ministry of Agriculture and
Cooperatives, the Songkhla Rubber Research Centre is responsible
for ﬁ&D in rubber plantation and processing in SLB area. On
fishery, the increasing importance of aquaculture as an
alternative source of raw materials becomes evident in the light
of the depletion of marine resources. The National Institute of
Coastal Aquaculture, Songkhla of the Department of Fisheries
takes initiatives in R&D and dissemination of hatchery
technology. The Department of Fiéheries has Jjust }ecently
promoted the contract farming system by introducing large firms
to make contractual arrangement with small farmers. In fact, this
is a part of major programme to boost hatchery and aquaculture in

the East and the South. The potential area for aquaculture in

Songkhla Province is estimated at 1,500 rais, compared to the

existing one of 382 rais.

Technology Diffusion

3.07 The role of the Southern Industrial Promotion Centre
deserves special attention insofar as industrial services and
support are concerned. The centre, established in 1982, serves sas

the representative of DIP in the South. It relies heavily on




Bangkok-based divisions in technical information, research and
technical staff for training. Its own staff are not likely to be
able to_conduct their own research, nor to organize their own
training activities, but will coordinate with the Bangkok
officers to render services to meet local needs. Conventionally,
the centre in collaboration with the Industrial Service Division
has organized such basic courses as fiber-glass making, chromium
plating, and boiler control. In 1985, five technical courses were
conducted with total participants of 322. In addition, technical
information service is offered upon request. However, there are
only & few cases of consultancy services. Nevertheless, under
resource constraint, we coﬁ]d say that the performance of the

Centre is very good and their staff are very well accepted by the

entrepreneurs.

3.08 The other sources cf techﬁology information for SMIs are
Prince Songkhla University. We have learned that many
industrialists oalways search for some specific know-how from the
faculties. At the same time, some faculty members work as
consultants for private industries. Moreover, the University not
only conducts R&D activities in specific fields relevant to
industrial development in the South but elso collaborates with
other institutions to extend knowledge to the public. For
example, in Merch 1987, the Prince Songkhla University in
cooperation with Technology Transfer Centre of Ministry of
Science, Technology and Energy organized a technical workshop on
rubber and rubber-related technologies. Lastly, the Southern

Association of Thni Industries has also sttempted to help their




members by contacting various technical sources in Bangkok and by

arranging plant visit to the interesting industries elsewhere.

Menagement Training

3.09 This activity is engaged by the Management Development
and Productivity Divisiouv within DIP. It is concentrated on town

areas where potential entrepreneurs are identified and provided

orientation for enterprise development. The wide range of
activity includes personal consultation, training and
demonstration. In organizing each training course, close

cooperatiod with the Southern Industrial Promotion Centre is fhe
porm. In 1985, three courses on modern management technique,
filing, and accounting were orgenized with the total participants
of 140. During our visit to Sougkhla, we have got the impression
that the entrepreneurship development programme conducted by the
Industrial Development Centre within the Management Development
and Productivity Division and the Southern Industrial Promotion
Centre has generated a seemingly effective and profound result.
Young businessmen are more and more opted to seek for new way of
doing business and, above all, pew opportunity. Many of them have
attended the coursers whereby modern management techniques were
sorted, technology and marketing information was searched, and
business experiences were exchanged. Nevertheless, the supply of
such services was quite limited. By the end of 1986 only 1
courses of such progranme were organized in various provi.ces.
And each course consists of 25-30 participants. We have the

feeling thet, at least in the case of Songkhla Province, ihese
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young participents have formed the new core group in the business
circle, eand if properly organized, should pave the way to creste

joint public-privaie effort in the foreseeable future.

3;10 As regards private institutions, the Institute of
Management Education for Thailand Foundstion (IMET) in
cooperation with the National Institute of Development
Ad-inistfation has played an important role in strengthenipg the
secretariat staff of Provincial Chambers of Commerce since 1984.
Modern managemeni courses are also organized fo- enirepreneurs in
regional arees. In addition, the consultancy services are
provided upon requesti. Each consulting team will consist of IMEY
coordinator, an university lecturer, and ean experienced
businessman. The IMET received financial assistance from the
Centre for Inter-privete Enterprise and from the donstion of
those pariicipested in training courses. The Institute has e plan
to launch & young business and vivic leader programme which, by

nature, is similar to the entrepreneurship development progremme

conducted by Ministry of Industry.

Skil)l Improvement

3.11 Ap employment-oriented treining is provided by Institute
of Skill Development at Songkhls.” A wide arrsy of céurses are
offered ranging from piu-ber. welder, wmachine operator, boiler
controller, to designer, surveyor, and draftmap. In FY 1985, the
Institute trained 1,386 persons. Among ?hc successful pro(r.-fel

are the treining courses in mechanical and electrical skill, and

wood and meteal working. These courses last from 4 to 14 sonths.




Although these training courses are viewed as more practical and
employment oriented, they sare not wel! known among SMIs

entrepreneurs.
Credit

3.12 The Industrial Finance Cooperation of Thailand (IFCT)
 has provided medium and long term project loans to industries.
Since 1984, part of the new 1lending has been directed
specificaily at small scale projects. IFCT also places wmore
emphasis on regional projects. The minimum and maximums loan for
small projects is 0.5 and 5 million baht, respectively. During
1984-86, IFCT has financed 13 projects in Songkhlc Province with
the total loan amount of 33.3 million baht. The average loan size
is between 2-3 million baht per project. Those projects include
smoked rubber, concentrated latex, brick, cement product, plastic
product, refined palm oil, and so on. As for Phatthalung, IFCT
has so far extended loan to only one project op parawood
processing. In addition, the industrial credit gusrantee scheme
will guarantee working cepital and overdrafts for businesses with
fixed assets of less than 10 million baht. The operation has just
started in 1985. And only 8 chicken fars received this

assistance.

Promotional Privileges

3.13 The Office of the Board of Investment is responsible for
granting promotional privileges to the approved farms. The
privileges include exemption or reduction of import duty, income

tex holideys and other special benefits. Such privileges have s9o
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far benefitted only the medium and large scale industries, but
consideration is being made to expand them to small scale
industries as well. By the end of 1986, there were 10 promoted
manufacturing firms in operation in Songkhla Province. They were

agro-processing firms and one wire plant. So far, there is b»o

promoted firm in Phatthalung Province.
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IV. CASE STUDIES

4.01 This part reviews the performance of five selected
enterprises on the basis of detailed interviews. The contents of
each case study cover the current situation of SMIs development,
pertinent problems and prospect of the firms, E;lated government
assistance programmes and implications on the future of public-
private crooperation. At the outset, some general observations
should be taken into considerastion. The competence of the
entrepreneurs is very highly commendable. They are quite curious
and aggressive. They have shown strong interest in searching for
new business opportunities. Our impression was that financial
factor is noi the major constraint limiting industrial growth and
investwent at the =moment. On the part of entrepreneurs,
tremendous effort has been devoted to finding and developing new
market and, to a much lesser extent, the technology.
Unfortunately, the dissemination of information is far from

adequate. This is probably one of the major progra-eﬁ for future

public-private cooperation.

Case Study I: Rubber Processing Plant

4.02 The company has involved in rubber business for more
than 20 years. The number of workers esployed was about 80-100.
Its main products are smoked rubber, crepe, and rubber bands for
export. Rubber band product bhas been very successful during the

last few years; 90 per cent of which are exported to the USA.

Previously, the company conducted a market study and found thst
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the market for rubber gloves, bends, and foam was very large and
promising especially in the US. Despite harsh competition, the
company can compete effectively with Malaysian exports and
quality of the product is the key to success. 1In the light of
rapidly growing market, the company plans to increase its

capacity in the pnext two years.

4.03 The owner expressed the view thﬁt while the current
prodnction capacity of Thailand was much below the world market
requirement, many local firms produced low quality products
serving for only domestic market. With some quality improvement,
those firms could easily enter overseas market. The other problenm
is the lack of modern and sophisticated technology for
manufacture of such products as gloves, condoms, and sporting
equipment. In this respect, we learned that the owner of this
company together with his friends in the rubber business was
going to visit Japan to establish marketing channel end find some

source of technical kpow-how for producing gloves.

4.04 On government assistance issue, the owner had known
various kinds of industrial services and programme. He mentioned
technical assistance provided by the Southern Industrial
Promotion Centre, training and seminars organized by many
agencies including Department of Industrial Promotion, Prince
?ongkhla Upiversity, end Institute of Mapnagement Education for
Thailand Foundation, and labour training by Department of Labour.
He occasionally attended the training courses and seminars.

However, the statement was made clearly that the owner can handle
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his business operation and, even on the technical aspect, he

prefers to learn by trial and error himself, for example, his

attempt in adapting the imported Japasnese machine.

LY

4.05 When asking what the government agencies should do, the

following recommendations were made:

(i) promote rubber processing industries as a target
industry of the South;

(ii) impose stringent quality requirement in order to
maintain market discipline and prevent cut-throat
pricing:

(iii) disseminate information on new market and/or
introduce foreign partners/investors in the

prospective business.

Case Study II: Rubber Processing Plant

4.06 This limited partnership firm has been established for
30 years. There were 30 workers engaging in the production of
smoked rubber sheet. Just in 1986 the factory started the
production of concentrated latex for export since the market
potential was good and the prices were very attractive. The
expansion of the firs was financed in part by the Industrial
Finance Corporation of Theiland. The export markets of smoked
rubber sheet were Malaysia, Singspore and Japen, while those of
concentrated latex were Repdblic of Korea, Teiwan, and the USSR.
Owing to the differences in both market destination and product
spplication, the increase in concentrated latex production did

not have adverse effect on the market and, then, prices of smoked
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rubber sheet. He mentioned that investaent cost in centrifugal
machines was bhigh. His plant employed 6 centrifugal wmachines

worth about 10 million baht.

4.0% The owner was worried about the increasing number of
concentrated latex producers. At present, there are about 20
firms in operation, several of them are large BO] promoted firms.
It was expected there might be growing competition not only in
the sales of concentrated latex btut alse in the procurement of
natural rubber. In his view, the downstream rubber processing
jndustries should be developed to cater to the increasing supply
of concentrated latex. However, this was not without difficulty
because the reliability and quality of such products like rubber
gloves and medical equipment are important factors in penetrating
export markets. Therefore, joint venture arrangement with a
renowned foreign company should be regarded as a prerequisite for

promoting certain types of rubber processing industries.

4.08 The owner took notice of various government assistance
programmes, training courses and seminars. He argued that due to
his long experience in the business, such trainihg or seminars
was not essential for his. Anyway, he hes shown interest in
Joint technical seminers on specific rubber technologies
organized by the Rubber Research Institute and the Prince

Songkhla University.
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4.09 In conclusion , some recommendations were made below:

(i) the OBROJ] shouléd closely monitor the granting of
promotional privileges to concentrated latex
producer;

(ii) stringent quality control should be imposed on
the export of concentrated latex;
(iii) promotion of downstream rubber processing

industries should be strongly encouraged.

Case Study 1JI: Wood Processing Plant

4.10 The firm was established two years ago in the form of
Thai—-Japanese joint venture. The main product is laminated board
made from para wood. The production volume is wholly exported to
Japan. This firm is a subsidiary of a parawood furniture factory
in Trang Province. At the initial run, the production capacity
was only 100 cu.m. per month with two shifts of production
employing 45-50 workers each. Interesting enough, the wmarket
prospect for the laminated boards is very bright. The Japanese
furniture plants previously imported raew materials from Taiwan.
A8 8 result or the export ban on wood material fros Taiwan,
Japanese producers have to shift to the Thai source. This company

plans to expand its production cepacity to 600 cu.m. per month.

4.11 The quality of para wood poses a serious problem, the
defect pieces are to be carried to the furniture factory in Trang
Province. The seassonality nature of wood cutting bhas also

affected the availasbility of rew material. The compeny did not
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receive promotion status from the OBOI. Notwithstanding the high
cost of imported Japanese machinery and chemicals, the company
had to pay high tariffs on such imported raw materials as glue,
abrasive sheets and laminating chemicals. Moreover, the
inconvenience in visa and work per-ii procedure for Japanege
experts occured from time to time. Finally, the supply of

technicians is relatively scarce.

4.12 The manager of the company convincirngly argued that the
technical assistance on laminating technology is available only
at King Mongkut's Institute of Technology, Bangkok and its
application cannot meet commercial standard. The Japanese partner
is responsible for wmarketing and dry;ng and lamipating
technologies. 1t was Jlearned taht some sorts of technical
assistance have been requested from the Japan Intermnational
Cooperation Agency. It wes proposed thet the government should
monitor investment in this industry to ensure supply of raw
material and administer fair competition. 1In addition, a mission
should be sent to observe and study the promotion of rubber and

related products in Malaysia.

Case Study JV: Canned Sesfood Plant

4.13 The wholly Thai-owned factory has been established since
1979. The number of workers employed was about 150-200. The total
investment cost was 25 million baht. The main products were
shrimp (70 per cent) clam (20 per cent) and squid and fish (10
per cent). Its production was entirely oriented towards overseas

market especially Canada (60 per cent) and the USA (20 per cent).




The majority of its products wes distributed through a
representative company in Bangkok, and only 10 per cent of the

volume was put into direct sales account.

4.14 Despite the strong export potential, the factory was
hard hit by the depletion of marine resources. In effect, the
rate of capacity utilization was at 45-50 per cent. With regard
to the chronic shortage of raw materials, the manager of the firm
has considered alternative source of marime resources such as
oyster and snail. Furthermore, it was noted that frozen seafood
factories were direct competitors for scarce marine resources,
and the competition between the two groups of indusiry becanme

more intense.

4.15 On government promotion programme, the export-oriented
industry like this one seemed to be rum on its own initiative. It
does not require marketing development or information from the
government sector. In the early phase of its operation, some
financial support from IFCT was considered supplementary.
Subsequently, when exports gained the momentum, its financial
position was healthy and hence there was no need for financial
assistance. It was very interesting to note that in this case the
management did not apply for promotionasl privileges. They argued
that after heving studied the application procedure, they felt
the system was complicated and prohibitively high administrative

cost would incur.

4.16 In order to sustein its business, the {following

government assistances are needed.




(i) monitor and contrcl the expansion of frozen
seafood industries;

(ii) urgently promote hatchery and aquaculture by
virtue of contract farming in order to ensure
sufficient supply of raw materials;

(iii) take initiatives in R&D to develop hatchery of
new varieties of marine and fresh water
resources;

(iv} arrange and put into effect the export quota
system for the right proportion between canned

ana frozen seafood.

Case Study V: Bone Meal Mill/Bottled Water Plant

4.17 Our last case study is associated with a very small
firm. The owner is a young entrepreneur with secondary school
education. Al the time we met him, his bone meal will rapn
operation for only 2-3 days a month, due primarily to the drastic -
drop in sales orders. Ip fact, the mill employed only 10 workers.
His business dropped for the three consecutive years. This young
entrepreneur then turned to a new business, a bottled water
plant. The reassons were simple: there was some rooms for consumer
market, investment cost is trivial, and the technique employed

was well-known.

4.18 In contrast to the previous case studies, the young
owner obtained various government assistances particulerly from
the Southern Industrial Promotion Centre. He sattended the

entrepreneurship development progranmme conducted by the
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Department of Industrial Promotion and still kept in touch with
other participants. He always made requests on specific
information of products, markets, and technologies. In this
respect, we have learned that his requests were conieyed to
_central agencies in Bangkok. He understood that the local
"industrial promotion officers were active, but the time required
before he got messages seemed to be'long. Since his time |is
available during the business downturn, he prepared to gain
knowledge and ideas from every forum of workshops and seminars.

But his objective was made clear, that is, to find business

opportunity.
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V. PROPOSED POLICIES AND PROGRAMMES FOR SMIs DEVZLOPMENT

The Problels.Restated

5.01 Our impression from the field survey was that there is

- ample room for further investment and indestrial growth in the

Songkhla Lake Basin. Ip essence, the local invéstors have shown

strong interest in expediting the development process of their

]oca]itieé. However, there exist some obstacles and difficulties

inhibiting industrial expansion in general and SMIs development

in particular. The following points deserve special attention.

(1)

(ii)

(iii)

(iv)

(v)

The basic infrastructure is a very, if not the
most, important problenm. The insufficient
facilities like telephone and suitable land for
factory, and the high charge on electricity and
water supplies are the classic cases in pointﬁ
The government assistance and support to SMIs is
still limited.

The function of government agencies has so far
been mainly concerned with regulation and control
on industries.

The insecurity problem and red fape inherent in
the buresucratic system cast a major doubt on the
investment atmosphere.

The entrepreneurs lack technical inforsation and
jdess on new products/projects, marketing, and

technology.
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{vi) The formal relationship among 3MIs at large is
trivial in nature and, in effect, the joint
public-private sectors cooperation is in its

early stage of development.

Potential Industries in SLB

5.02 The ¢growth potential for industries in SLB is very
bright, particularly the development of rubber processing and
fisheries industries. The potential for rubber processing
industry prevails in the production of concentrated latex, air-
dried sheets (ADS), bsnds, gloves and shoes. IE should be noted
that the new investment in rubber gloves and shoes is to be in
the joint venture arrangement due to the importance of brand name
in overseas wmarket, and that potential investment for rubber
shoes prevails in the production of floor part for exporting to
the assembly plant in Bangﬁbk. The mwanufacturing of furniture and
parts thereof is also of increasing importance. Phatthalung
Province in particular is a prospective site for air-dried sheet
and furpiture factories. Insofar as the fisheries industry is
concernped, the 1local as well as foreign markets are very large
and growing rapidly. The problem in opn the supply side owing to
the depletion of narin? resources. Special attention therefore

has been placed on aquaculture especiuslly shrimp and sea bass.

5.03 Apart from those resource-based industries mentioned
above, future industrial development can be sorted out in the
light of the well-established deep-ses port and other

transportation network. The first group is related to Jlight
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industries in SLB as subcontractees to heavy or la-ge Tfirms
either in the regions, Bangkok Metropolitan or even overseas.
Those industries include inter a.ia fish oil extraction. plastic
products, light machinery and equipment, metal stamping, and
agricultural PURpS - The second group is service-related
activities, especially silos and warehouses, and packaging
irdustries for exporting goods. Though the latter are relatively
pew activities, its profound effect on the industrialization
process in SLB should be kept in mind. The last group is
construction material industries. The derived demand is expected
to increase in the light of the growing Basin economy and the
improvement in transportation facilities as well. Hence, such
construction materials as bricks and wall and floor'ti]es show

some growth prospects for local and export markets.

The Strategy

5.04 We 8ore of the opinion that two approaches to SMIs
development in SLB should be adopted. In the first instance,
systematic efforts should be made to reduce the disadvantage of
industrial operation in SLB vis a vis Bangkok Metropolitan and
nearby provinces. It is therefore necessary to improve and
upgrade basic infrastructure facilities, to simplify rules and
regulations effecting industrial estsblishments and expansion,
and to guarantee safety and peaceful environment. In the second
place, ways end wmeans to carry out promotional activities ip
support of SMis development should be developed. In the
foreseeable future, such development efforts will be undertaken

mainly by verious government sgencies. At the same time, the
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integration of SMIs in forms of club or association should be
encouraged and strengthened. Under such curcumstance, the »roint

government private efforts could be realized and effective.

Proposed Programmes for SMIs Devel opzent

5.05 The SLB will continue to grow at a rapid pace with or
without government intervention, but at the risk of some wrong

direction. To reiterate, therefore, development actions are

recommended to:

(3) stimulate effective and efficient SMIs
development;

(ii) keep infrastructure abreast of industraal
requirement;

(iii) encourage natural resource development;

(iv) monitor and control pollution and arrest the

degradation of environmental conditions.

Accordingly, this study proposed four major programmes

for promoting SMIs in SLB (Figure 2). They are:

(i) Industrial Facilities Programme,
(ii) Industrial Support Programme;
(iii) Netural Resource Utilization Programme;

(iv) Environment Protection Programme.

5.06 Industrisl Facilities Programme. It is of the utmost
importance to provide basic infrastructure and utilities required

for industrial operation. As steted earlier, many development




- 38 -

projects have b=zen undertaken and some of which complete in
recent years. Nevertheless, there remain ways and means to

expedite the development process in SLB.

(i) Land use plan. Theire is ap urgent need to prepare
the land use plan as a guideline for industrial
expansion in the core area of SLR.

(ii) Establishment of an industrial zone. The area
around the Songkhla Deep-sea Port is proposed to
become =a major industrial zone under strict
environmental control system.

(iii) Investment promotion zone. The whole area of SLB
should be taken into the investment promotion
zone. In this regard, special privileges will be
granted by the OBO]l to encourage the investment
in targetted industries.

(iv) Promotion of silo and warehouse for agricultural
and manufactured goods for export.

(v) Construction of a reservoir at Sadao Canal,
Songkhla in order to serve the increasing
industrial demand.

(vi) Establishment of one-stop service centre. The
setup of this centre at Songkhls should be
considered in order to help facilitate necessary
steps and procedure involving industrial

registration, expansion and the like.

5.07 Industrial Support Progranme. A large npumber of

government agencies and private institutions have undertaken
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promotional activities in support of SMIs development. Those
activities are of course useful, but their impact is limited due
primarily to scarce resource in terms of staff and budget, and,
most of all, the apparent redundancy and confusion semong the
agencies concerned. The recommendations here will focus on
institutional arrangement and approach to SMIs development rather

than the implementation of projects/activities. They include:

(i) Subsectoral industry approach. Resources of
various agencies should be oriented towards the
development of targetted industries, of which
rubber processing and fisheries industries should
be accorded top priority.

(ii) Industrial éqordination. In view of SMIs
development in SLB, the Southern Industrial
Economic Development Centre should be responsible
for the coordination of industrial planning and
promotion programme.

(iii) Establishment of information network. In this
regard, @ link between Provincial Industry
office, the Southern Industrial Promotion Centre,
the Southern Industrial Economic Development
Centre and the OBOI should be systematically
arranged in order to disseminste relevant dats
and infermation to entrepreneurs.

(iv) Strengthening of private institutions. The

current programme of the Joint Public-Private

Sector Consultative Committee in strengthening
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private institutions in regional areas should be
envisaged. More attention, however, vshould be
devoted to the industries circle. In this regard,
we feel that the partic:::ants of the
entrepreneurship development programme organized
by the Department of Industrial Promotion are
actually the core group fo young entrepreneurs.
These people @re’ therefcre to organize and
initiate devel rpment activities of direct
relevence to SMIs development.

(v) Linkages. Programmes and projects should be
designed to promote the subcontracting systenm,
the contract farming system, and other modes of

joint investment and - cooperation.

5.08 Natural Resource Utilization Programme. The natural
resources including srable land for cultivation, animal lives
both inland and offshore, water and forestry fors the fundamental
basis for further development in SLB. The careful usage of those
natural resources should be stipulated to ensure that there will
be enough supply of raw materials for the industries. This can be

achieved by virtue of:

(i) Improvement in yield and productivity by
jntensification of rub.er plantation, development

of pals oil end aquaculture and diversification

of alternative crops and livestocks.
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(ii) Promot.on of agro-industriel linkages in terms cf
contract fearming. In the cese of aqunculfure. the
government agencies should support small farmers

- in engaging with large processing firms.

(iii) Integrated plan for resource use and resource

protection in order to maximize the overall

benefit.

5.09 Epvironment Protection Programme. The Songkh]; Lake has
received very high pollutant loaﬁs from the urbanized area of;
Songkhla/Haadyai and the nearshore waste water. Also the existing
harbour is adversely affected by high levels of pollution. The
situation is aggravated by the upnorganized expansion of
industrial establishments. The following components should be

taken into account.

(i) Strong reinforcement of environment protection at
the new fish port and deep—sea port.

(ii) Construction of e salinity barrier to prevent
saltwater intrusion and provide water for
irrigation.

(iii) Strict control op polluted industries especially
che.icai industries.

(iv) Reservation of ereas that are easily risked
pollution. Special attention should be placed on
Songkhla/Bsadyai primcipal city.

(v) Establishment of Centre for data end inforsation
concerning environment protection st Prince

Songkhls University.
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re_gs

Policies/Measures

Industrial Facilities Programme

Land use plan

Industrial zone

Investment promotion zone
Promotion of silo and warehouse
A reservoir at Sadao

One-stop service centre

Industrial Support Programme

Subsectoral industry approach

Industrial Coordination
Information network

Strengthening of private
institutions

Linkages (subcontracting and
contract farming)

Natural Resource Utilization Programme

Improvement in yield and
productivity of major resources

Promotion of agro-industrial
linkage

Integrated Plan for resource
use and protection

PROPOSED PROGRAMMES FOR SMIs= DEVELOPMENT IN SLB

Agencies

IEAT, Urban Plenning Office
IEAT, NESDB

BOI

BOI, IEAT, private sector
Irrigation Dept.

Provincial Indusfry Office
(PIO)

Southern Industrial
Economic Development Centre

P10, DIP, Private sector

NESDB, Association of Thai
Industries and Chammber of

.Commerce

DIP, MOAC

MOAC, Prince Songkhla
University

Fishery Dept., IFCT,
Southern Industrial
Promotion Centre

NES)DB, Pripce Songkhla
University
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Figure 2 (cont.)

Policies/Measures

Environment Protection Programme

Environment control at new
fish port and deep sea port

Construction of a salinity
barrier

Strict control on polluted
industries

Establishment of Centre for
environment data zand
information

Agencies

National Environment Board
(NEB)

PIO, NEB

Prince Songkhla University






