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ABSTRACT

Textite and garment industry has played an important role in the national economic system a-
it creates the highest amount of value added of the industrial sector o the country, worlh Bt 22569
million in 1995 Moreo;er, this industry s among the top foreign exchange earners compared with
other exporl items Garment, in partticular, has the highest exporl value and creates several supporting
industries such as zip, button, elastic band and also contributes to a high rate of employment

There are several minor industries in the textle and garment sector, compnsing fiber industry
spinning industry, weaving industry, bleaching, dyeing. printing and finisting industry and garmer:
industry. These five minor industries have close relation with one another as the output from the fiber
industry is used as the major raw matenal in the spinning industry to produce yarn which will be fec
into the weaving industry to be produced into woven fabric or knitted fabric. The fabric will ther
underge bteaching, dyeing. pnnting and finishing processes to meel the required qualily before beins
made into ready-to-wear clothes and garment

From the relationship of these five industries, they can be categorized into three groups
namely the upstream industry which is fiber industry; the intermediate industry comprising spnnminz
industry, weaving industry, and bleaching, dyeing, printing and finishing industry; and the downsirear-
ndustry or the garment industry  The production facters in each category are different as follows

The upstream textile industry is capital and energy intensive as it employs advanced productic-
technologies from overseas and a small labor force.

The production factors in the individual intermediate industries are different.  The spinrur.:
industry 1s capital and energy intensive as it uses a fully-automated production process Moreove
large-scale investment is preferable as it will create the economies of scale However, the investme-
and capital size of this industry is sull much lower than that of the fiber production The weawvir -
industry. was onginally labor intensive but has now become more capital intensive due to the constar-
development of weaving technology which leads to higher investment cost The newly develope-
weaving machines can operate more rapidly and automatically. thereby resulting in lahor saving ar -
better quality control.  The bleaching, dyeing, printing and finishing ir;dustry requires a great amount -
water and chemicals and also creates a large amount of waste water from the process, thus incurnng =

high cost of waste waler treatment. In addition, textile chemical specialists are much needed in th -

(2rd}



nsRuAnsnwluntsudaiuresgraunuRane

industry as the bleaching, dyeing, printing and finishing processes involve considerable technical detals
which vary with the color and fiber types to be used, the mix of colors to produce different shades to
meet the requirement and several finishing techniques

The downstream or garment industey is the most labor intensive of all with very Iitlle use of
capital and energy L al':ao has a vital role in the national econonuc system in terms of value added to
the economic system, which was worth as high as 8t 134,721 nullion in 1995, and net foreign
exchange earning, worth Bt 83,414 million in 1996

While the world’s technologies have been highly developed. those used in the Tha textile and
garment industry are targely out-of-date and underdeveloped with an exception of only the man-made
fiber industry which employs modern technology derved mainly lrom joint ventures with loreign
mvestars  The technological development 1s most necessary in the weaving industry and the hleaching,
dyeiny, prnting and finishing industry due 1o the obsolescence and low efficienry of the machinery
which has been used for a long time,

The raw materials for the textile and garment industry are  supphed by bolh local source and
impartation 1IN a different proporlion.  The fiber industry refres almost entwely on imported raw matenals
owtng lo madequate focal supply of the petroleurn products and cotten which are used as raw materials
in the production of man-made fiber and cotton hber respectively The bleaching, dyeing. printing ancl
fintstung industey depends highly on imparted raw matenals, especially pigments and chenmicals whirh
are not yet produced locally  The spinning, weaving and garment industries use hoth local and imported
raw materials  The imported raw matenals are products of special quality not availahle in the country
since most of the locally-made textiles are standard products

To make the textle and garment industry wholly related. the munor industries have to he
rontinuously dependent on one another and the relance on imported primary raw matenals and sem-
fimshed products must be muinimized to lead to the optimal exploitation of local resources  In faclt,
however, the Thal textile and garment industry cannot lully and continuously  depend on each other n
each production process  This is due o the lack of technological development and compatble
production plan for the whole system  resulting from the timedag of the mdustity  Therefore, all sleps

ob the textile and garment industry should be developed concurrently to strengthen the industry as a

whole
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The demand of the textile and garment industry comes from local and export markets lhe
local markel syslem of this industry is wholly related 1o and compatible with the production structure
The demand for garment products determines the demand for fabiic, yarn and fiber respectively  In the
pasi, 1t was a seller market but has today become a buyer market especially ot the upstrteamy and
intermediate textile pro&ucls. This results from the recent rnismng demand for garment which has
induced a greater number of producers into the market and the production expansion of existing
entrepreneurs, thereby leading to the excess supply and intensilying market compelition

The local demand for textile and garment has increased steadily. However. i1 is apparent thal
the growth rate of demand for each product has been declining since 1992 in line with the slowdown
of the industrial sector. On the supply side. more than 70-B0% of the local production of textle and
over 50% of that of garment are to serve the local market Such trend conlinues to go up especially
for the garment. However, the locat production can respond 10 the local demand only to a certain
extent and importation is still necesary particularly for the textile products such as colton fiber, yarn and
man-made tber. This is attrnibutable to the lower impurl price. the business agreement or the
unavailability of the products of special qualities The import value, notahly of man-made fiber. has
however begun to grow at a decelerating rate owing 1o sulficient local supply For the garment
products. although the import value is not so high, the average growth rate of their import in the past
Iive years stands highly at 32 9% per year. The upsiream textile products are mainly imported from Lhe
US and Australia and the intermediate and downstream products are from Asian countries. mainly
China, Taiwan and Hong Kong The growth rate of import of textite and garment products i 1996 fell
by 2 0% from the previous year

On the export front, Thailand is ona of the world’s top 1en garment expotiers with a markel
share of approximately 2.6-33% in the past eight y2ars  Such market share is considered not so high
and is therelore not difficult 1o maintain  However, Thaland's share in the global textile markel 1s
re!allvely\smaﬂ atonly 0610 %

The export market of textile and garment can be divided into two groups. 1@ the Mult Fiher
Arrangement (MFA] and the Non-MFA.

The MFA group consists ol 18 industnalized countries, namely the EU (15 countrnies), the US,

-

Norway and Canada This gioup emerges from the agreement made between some importing

(31 ]
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countries of textile and garment and the exporting countries with the restriction of quola and i1s yeaily
expansion rate placed on the developing countites.

Among the MFA countries, the US is the major target market of Thailand, especially for the
garment products. This market has consistently expanded with the average growth of 17% in the pasl
seven years (1989-1995} and 6% in the first eleven months of 1996. It is thus sull considered a
prormusing market.  The principal markets n fhe EU are Germany, the UK and France wilth the average
growth rate of 7% in the past seven years. In the first eleven months of 1996, the export value ol Thar
garment to the EU markel decreased by 7% from the corresponding figure of the previnus year as the
EU has turned to import garment from the Eastern European countiies since 1993.

The Non-MFA markels do not impose any export control or quota restriction  The expoiters
are free to penetrate these markels.

The important trading partner of Thailand in this group is Japan. In the past seven years, Tha
expor! to the Japanese markel has highly expanded at the average rale of 11 7% per year but slowed
down in 1996 in line with the dechne of overall textile and garment export condition. Other markels are
countries in the Middla East, namely the United Arab Emirales and Saudi Arabia, and the Eastemn
Europe The averaga growth rate of Thai expor to the Middle East and the Eastern Europe slond al
over 16 7% and 63.B% per year respeclively during the past seven years. It has however hegun lo
decline from the rising compelition of cheaper products from China, Indonesia and India as these
markels are wirtually the low-and markets and their imports are rmostly lor re-export

The export value of textile and garment in 1995 exceeded Bt 160,000 million. Of this, 61%
was the export of garment, 94 4% of which was ready-to-wear apparel The export trend of lextile and
garmenl has been falling since 1995 The export growth ol the whole indusiry declined by 14.2% 1n
1996, with 1the garment alone falling by 21%. Also, the export of textile products dropped by 0 7%
firom the previous year, compaied with the average growth rate over the past four years ol 17 3% per
year  This mdicales the dechning trend of Thai textile export

There were some discrepancies in the export data of Thaland and some bading pariners in
1995 which resulted in the uncommonly high export value From the adjustment of such value, 1t 15
tound that the export value of Thai garment has grown al 2 dechiming rate since 1995, dropping by
5 2% from the cortesponding figure of 1994 This signifies the difficulty in Thai garment exporl ansing

since 1995

20
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Thailand's share in the export market of each mdividual product 1s as follows -

Man-made fiber - Thailand's market share has been consistently nising in all major
markets in South Asia, North Asia and China. The market share in North Asia and China 1s rather small,
accounling for only 2-3%, while that in South Asia stands higher at 67%. In the ASEAN markel
Thailand’s market share fluctuates in a declining trend

Yarn : Thaland's market share of this product in North Asia, China and ASEAN
remains prospective although tt is sull less than 2% In the EU which 1s 1n the MFA group, Thaland's
market share 1s quite stable at merely 08-1.1 %.

Fabric : The major market for fabric is the EU where Thailand’s markel share Is
ralher small, only around 1%. and remains quite stable In the US market, Thaland's markel share
stands at approximately 2-3% and has tended to fall since 1992 resulting from the NAFTA agreement
which allows for more imporiation fron Mexico. In North Asia and ASEAN, the Thai market share is
quite low at roughly 0.6% and 1 7% respectively with some fluctuations.

Garment ;| The major markets for ready-towear clothing are North Amenca and
Japan. Although the trend is still promising, its expansion has begun to slow down since 1993, with
the market share ranging belween 2.0-2 7% in the US market, and 2.63.3% in the Japanese market.
In the EU, the Thai market share remains quite stable at only 1.5-1.6%

Therefore, it can be seen that Thai producers’ market share for each textile and garment
product during 1988-1994 was not high, ranging between 3-4%, and is thus anticipated to be
maintained without much difficulty. The entrepreneurs should develop the products. marketing and
administration to be competitive on the internatitonal markets. However, the growth of this industry
does not depend on the foreign markets alone. For instance, for the garment products which rely
mainly on the export markets, the local market is not of less importance as it is a huge market
constituting over 52 6% of the total local garment value and was higher in value by as much as Bt
20,000 million than the exboct market in 1995, if the local market share can be maintained or the local

-

market expanded, this industry will continue to grow accordingly. Therefore, the local textile and
garment market is not less important than the export markets.
In comparison wilh China, Indonesia and Vietnam which are considered as Thaland's major

rivals particularly in the main garment export markets, namaely the Js, the EU, Japan and the Middle
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East, the advantages of these major rivals over Thailand in the textile and garment industry are found to
be as follows:-

Lower production cost - These rivals have lower cost particularly of raw
malenials for the upstream industry than Thailand due to therr large availability of oil and natural gas
which enables them to })roduce petrachemical products at a low cost. Moreover, they charge lower
import tanffs on these products.

Lower wage rate : In 1994, Thai labor cost was 2.94%, 3.06% and 3 61% higher
than that of China, Indonesia and Vietnam respectively. The labor cost of these countnes also increases
at a lower rate than Thailand's,

Larger number of population and more diligence © China and Indonesia
therefore have more production capability and opportunity to occupy the market than Thailand This is
evident from the compansen of their textile and garment volume. Therr industry also has more
potential 1o grow in size than Thailand's.

Placement of importance on textile and garment industry ~  China,
Indonesia and Vielnam have all emiphasized on the textile and garment industry in ther national
economic and industrial development from the very beginning Thus, the textile and garment indusiry n
these rival countiies has been rather fully and continuously supported by ‘the governmenl  They
established a textile industry development institute long before while one has just been founded in
Thailand in October 1996, In addition, they has set up a master plan for the textle and garment
inclustry development which is a quideline to lead ther ndustry to reach its goal whereas none s
available in Thailand.

The nivals’ disadvantages 1o Thailand lie in their production technology and efficiency, especially
for China and Vietnam since they have just abandoned the socialist economic system. For Indonesia,
its technology and efficiency are about the same or shghtly higher than Thailand's. Moreover, there are

i2blems of government regulations and financial instability such as the [uctuation of exchange rate,
and the high interest and inflation rates. which hinder the operation of not only the textile and garment
industry but all industries.

) Besides the contlinuous development of entrepreneurs in terms of production, marketing and
management, the competiliveness of Thalland's textile and garment industry also depends on external

factors such as the government policies, trade measures and tracdhng groups

[22)
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The government policies mclude the production volume control to match the market demar.:
through suspension or permission o establish or expand the plant in kne with the manufactiure and
export condhition; the domestic industry protection through high import taniff on fiber, yarn, fabnc ready
made garment and raw matenals; and the promotion in investment, lax, financial, marketing ans
academic aspecls. )

The government policies on the textile and garment industry put more emphasis on the
production volume conlrol 1o create a balance in the industry and the domestic industry protection than
the competitiveness promotion  This keeps the local entrepreneurs from being in a8 highly compettive
condition, another reason for ther lack of continuous development in terms of production, marketing o
management which results in the imbalance in the textife and garment industry structure

Other supporting measures are of not much assistance to the industry  There is stll 5
limitation of the academic service since the responsible government agencies do not have the freedom
of management and are granled inadequate research funds. Consequently, the services from these
agencies are not fully provided for the industry.

The measures on the world textile and garment trade are to be changed from the existing
operation under the multi-lateral trade agreement called the Multi Fiber Arrangement or known i
general as MFA, under which the quota volume is agreed to be restricted by the exporting countnes, tc
be under the regulations of WTO so as to enable the world textile and garment trade to be freeh
operated by reducing trade barners via both tax and non-tax measures. In other words. the membe:
countries will have to lift all quota control by gradually canceling the MFA and lower the wimport tanfl
accordance with WTO's commitments within 10 years, during 199%-2004. As such, the world textle
and garment trade will be liberalized from 2005 onwards.

The effects of this free trade measure on Thailand’s textle and garment industry can he
divided into two stages as follows:-

During 1995-2004, the WTO member countries will have to gradually extend ther
quota volume. thus prov?ding 3}1 opportunity to expand Thai exports. According to the study of Dr
Suphat Suphachalasaj, it is found that in the US market, Thailand had a quota on garment products of
209 million square meters or 4% of the total import quotas on garment in 1994 and will be granten

=

an increase in the quota to 5% of the total import quotas.
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From 2005 onwards, the competition in the textile and garment trade wil be
more intensified as it will be the period of free trade without quota restrictions  Countries with low
competiliveness will be unable to survive because they will not be granted the import quota as in the
past. Meanwhile, the export volume of countries with high competitiveness will be no longer kmited by
the quota Therefore, sfnviving entrepreneurs will be those with successive adjustment on production,
marketing and management in order to bri.ng about efhicient production, low production cost, and
preaducts that meet the market demand, are of reasonabie price and are delivered on time.

The unification of trading groups which affects the textile and garment industry under this
study ncludes the ASEAN Free Trade Area (AFTA) and the North Amencan Free Trade Area (NAFTA)

The ASEAN Free Trade Area {AFTA) is the economic cooperation between seven ASEAN
countries, i.e Thailand, Indonesia, Malaysia, Singapore, the Philippines, Brunet angd Vielnam through the
elimunation, cancellation and decrease of both tax and non-tax barriers to liberalize the trade and produci
movement among ASEAN countries, 1o increase the compelitiveness against non-member countries, lo
build up bargaining power with other trading groups in order to maintain the benefits of the group, and
1o promote investment both inside and outside the group. The agreements under this cooperation have
1o be achieved within 1Q years, from January 1, 1983 to January 1, 2003

The cooperation of the AFTA member countries will offer to Thailand an opportunity to export
more texlle and garment products to ASEAN market as it will become a huge market through the
combination of seven countries with the total population of up to 400 milllon. The member countries
will also gradually reduce both tax and non-tax trade barriers. Meanwhile, the compeliton among the
member countries will be more severe. The countries with advantages over Thailand include Indenesia
and Singapore. Indonesia has a larger industry size from upstream to downstream, hence a lower
production cost and a fully-integrated preduction system starting from petrochemical procduction 1o retail
distnibution.  Singapore has a piice advantage over Thailand due to its duly-free system. However,
Thailand still has some favorable factors to compete with Siigapore. i.e. Thailand has undergone more
self-acjustment and 15 more diverse in its production due to the availability of production base, none of
which exists i Singapore. Thatland also has a large number of retail bases For Malaysia, iIs weaker
textile industry has been strengthened by the production base relocation to the counlry by two major
groups, namely Hua Long Group from Taiwan and Pan or Tero Group from Japan Therefore, lo caplure

a markel share in ASEAN, Thailand needs to renforce its production efficiency and produce products in
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response to the market demand as well as attempt to create Thaitand's own brand name ltke Hong
Kong has successfully done.

The major setl-back for the expansion of textile and garment industry in the AFTA will be the
raw material content requirement to come from ASEAN in the proportion of not less than 40% which
may be supplied from ‘eilher a single or more than one member countries. Meanwhile the raw
materials used in textile and garment production of the member countnes are to be imported in a large
proporlion from non-member countries since they are. not available within the group,or If so, are
insufficient to meet the demand or are of unmaiched quality This will become a major factor that
hinders the textile and garment products from enjoying the maximum privileges.

The North American Free Trade Area (NAFTA) is composed of the member countries, namely
the US, Canada and Mexico, 1o cooperatle in removing trade, investment and service barriers arising
from tax and non-tax measures. The NAFTA agreement has become etfective since January 1,1994

The textile and garment trade in the NAFTA is in a rather high proportion particuiarly in the
garment sactor with trage volume of up to 80-90%. The volume is expected to further increase in the
future as the member countries have different strengths that benefit each other such as the low labor
cost of Mexico, the large amount of funds and high technology of the US and Canada Through such
cooperalion, these member countries can reduce their production cost, create price competition with
products oulside the group and also stimulate more trading within the group.

Thailand’s product to be mostly affected by the NAFTA is garment due to its huge trade
volume with these countries especially the US. Thailand’s garment export 1o the US accounis for
averagely up to 20% of the total garment export value. Major rival is Mexico whose wage rate and
labor skill are comparable to Thailand’s. [n addition, the NAFTA will give more advantages 1o Mexico's
product in terms of tmport tariff, import volume and transportation cost. Mexico also attracls inward
investmen! from the US in the garment industry as ils wage rate is more than three-fold lower than
that of t\he s, More imhoﬂantlv, the US will gain benefit from the requirement of raw matenal
content originating from the mémber countries.  This will help boost its textile industry by the nsing
demand for yarn and fabric from Mexico upon the increasing export growth of Mexico's garment
industry. Owing 1o these factors, Thailand’s garment export value to the US tends 1o expand at a

=

declining rate.
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From the study of production and market condition. the competitiveness compared to that of
the rivals, including relevant policies and measures and the international trade environment, majof

problems that diminish Thailand's competitiveness are found to be as follows -

Production

Higher_imporl tariff_than the_srivals - Thaland charges a high import tanlf on raw
matenals compared lo that of the rivals, patlicularly the raw materials for the manufacture of man-made
fiber, and dyeing pigments and chemicals used in the bleaching. dyeing, prnting and hrnishing industry,
thus leading to a higher production cost for Thailand’s textile and garment products

Ouimoded production _technology The production technology used in the Tha textite
and garment industry istather ou! of date particularly in the weaving industry and the bleaching, dyeing,
printing and finishing industry. The use of obsolete machinery and technology leads 1o neflicient
production, greater consumplion of raw matenats and energy. and high maintenance expense, hence
resulting in higher production cost than the nivals’, failure to develop high-quality products and problem
1o the whole textile industry

l.abor_shortage - The textile and garmenlt indusiry encounters the labor shortage from
management level, mostly in the marketing field, engineer, technician, chemist. designer 1o worker,
resulling in slow industnal development and declining growlth.

Increase. of munimum__wage - Thaland’s mimmum wage has unsystematically
increased, without delinite principles and being incommensurate with the labor efficiency The wage
rale i1s higher than that ot China, India, Indonesia, Pakislan and Vietnam, leading 1o the nsing production
cost parlicularly of the garment production and inability to compete with products from countries with
lower wage rate

Imbalance of the whoie _textle and_garment_industry. struclure The garment
manulacture 1s a downstream indusiry which grows faster than the intermediate indusiry, notably the
bleaching, dyeing, printing and finishing industry which still encounters problems n quality, vanety and
rapichity of the production.  This necessiltates import of finished fabrnc as raw material {or some parts ol
the garment industry  Howevet, Thailand still exports raw fabric with low price in a high proportion.

Inferior product qualty and. delivery period © Most of Thaland's textile and garment

products have mnderate-lo-low quabty and price The production 1s of massive quantty  Meanwhile,
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the nival such as Hong Kong can produce high-quality, sophisticated preducts in a small volurme and of
diverse types and sityles Daspite the entreprenetrs’ attempt at improvement: the product delivery 1s

still slower than the nvals due 1o a waste of lime on raw material import and customs clearance

Public Utilities

Inadequate_quantity_and _quality_of _public. utilities : Although the government has
speeded up rationalization of the administration, management and investment planning, the public
utilities are sull insufficient to serve the industrial expansion. In addition, they are poor i qualily, as in
the power fallure or blackout, the inconsisient flow of tap waler and artesian well water with low
pressure and sometimes with rust, the insufficient number of telephones and inefficient system, the
deviation of facsimile duplicate from the onginal copy. the incomplete transport network to
accommadate fast, convenient and efficient transportation.

High _basic_service rates_of public_utilities : For instance, the artesian well water
service rate increased at a considerably tigh rate from Bt 075 per cubic meter to Bt. 350 per cubic
meter and lends 1o go up further. The rate of tap water also mounted up to Bt. 8.50 per cubic meler.
Meanwhile, the revised electricity rate based on the TOD or TOU system is considered unfair to the
lextile entrepreneurs since most textile factories operate on a continuous basis for 24 hours, hence they
are unable to avoid the peak power demand period Moreover, Thailand's electricity rate is higher than

that of Indonesia.

Government’'s Rules and Regulations

Complicated, unclear and lime-comsuming import and export procedures of the
Customs Department : The entrepreneurs unavoidably have to bear the incremental expenses incurred
thereon. The refund of import duty under Section 19 bis and value added tax takes up 1o 3-6 months,

resulting in  working capital shortage, specifically for small entrepreneurs wath limited funds.

.
= E

Market(ing

Marrket making @ Most entrepreneurs will focus more on the defensive market
making, 1.e. production based on purchase orders, than the proactive farketing which is conducted by
seeking of markets, sales promotion, introduction of product, and creation of product identity. In the

meantime, the public sector fails to promote public relations to create a good image among purchasers
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of Thai products. Moreover. there is still a shortage of skilled marketing personnel and a lack of long-
term markeling planning. The market is usually dealt with in the short run with a rush on production
of he products in great demand, resulting in oversupply. Without the adoption ol new advanced
mformation technology wn distribution of products, Thailand therelore has no bargaining power and is

unable to raise the produ‘cl prices

Financing

Shortage of long-term lending source with low interest = This greatly impedes the
streamlining of machinery and technology 1o enhance production efficiency and upgrade product quality
Most financial institutions would decline to provide fhinancial supports to the textle industry, deeming
a slugogish industry. The loans offered are mamly shori-term loans carrying high interest rate.  The
entrepreneurs therefore cannot shoulder the interest burden. Moreover, Thailand’s lending interest rate

is higher than that of other ASEAN countries.

Management

Rare usage of modern production management systems, such as the Quick Response
{QR), Just In Time (JIT) and Total Quality Management {TQM) - This results in unsteady output qually
and time-consuming production. On the contrary, the developed countries have exlensively applied
these systems. Another crucial factor is the lack of eagerness to develop the production to meet the
ISO 9000 and ISO 14000 standards specified by the World Trade Organization (WTO) for member

countrnies worldwide The entrepreneurs failing to meet such requirements may not enter the markel

The solution 1o all problems that obstruct the global market compelition is needed to boost
competitiveness of the textile and garment industry. The guidelines on the indusrtry adjusiment are
recommended in two stages. Firstly, the urgent adjustment is to build up equal or similar fundamentals
1o those of the rival countries, including restructuring of import duty on raw n%alerials, streamlining of
the customs formalities and improvement of the production technology. This step must he achieved
within 2000. Sccondly, the long-lterm adjustment is lo be carned out concurrently with the urgent

adjiustment so as 10 pave the way for the free trade era in 2005
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Restructuring of import duty - The principal raw matenials for the lextie and
garment induslr-y include petroleum product for man-made fiber production which is subject 10 5 %
import duty vis-a-vis the rate ol 1-2 % or zero of the rival countries, and cotton which is charged a 10%
import duty while 90 % of the total cotton wool consumption needs to he met by import  The
government snould thus‘ not collect import duty to assist the manufacturers of textile and garment
Meanwhile, the import duly on chemicals and dyeing pigments. the major raw materials lor the
bleaching, dyeing, printing and finishing industry, is 10 % compared with a mere 5 % of the
competitors, thus pushing up the production cost of finished fabric  Besides, the import duty on
machinery parts is as high as 30-60 %.

Such import duty structure has scaled up the production cost of the lextile and
garment industry above that of the rival countries which charge a lower tax rate and carry a lower wage
rate. As a result, the government should seek to reduce such tax more early to aid the country’s

principal industry as the protection and support for all domestic industries must he eliminated by 2005

Streamlining of the customs formalities : This aims to increase convenience
and rapidity and curtail various expenditures for the entrepreneurs. In this concern, the Cusloms
Department must revamp its bureaucralic practices by adopting the Electronic Data Interchange (EDI)
system in all customs formalities through a link of the computer system with all related work units and

must also accelerate the refund of value added tax and import duty under Section 19 his

Improvement of the production technology @ The machinery used in the
textile and garment industry is obsolete, having been in use for over 10 years for the spinning and
weaving industries and more than 20 years for 90 % of machinery in the bleaching, dyeing. printing and
finishing industry, thus leading to inefficient manufacturing and high production cost.  This accordingly
necessitales the technological development to enhance the production efficiency The man-made fiber
industry must concentrale largely on energy saving and continuous production; the spinning industry
needs the development of machinery for more rapidity and higher efficiency by reduction of lahor force:
the weaving industry requires the upgrading of production technology from looms with shuttle 1o
shuttleless looms which have threefold weaving capacity compared to the former's; the bleaching,

dyeing. printing and finishing tndustry also needs the improvement of production technology to lower
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the use of water, pigments and chemicals and the automation of the production system; and the
garment industry requires the labor skill development and adoption of modern machinery for labor
saving and production efficiency enhancement as well as the technician skill development to be able to
maintain the new machinery.

The ca.pital is regarded as a vilal factor in the development of production technology
It is expected that the entire industry requires approximately Bt. 40,000 million for rationalization of
machinery and production technology. The government. should provide assistance lor the lextile and
garment entrepreneurs without capital through sel-up of a fund with low lending interest rate and
around B-year repayment period. Another supportive approach is exemption of import duty on new

machinery and allowance to deduct expensas on machinery purchase from taxable income.

The long-term adjustment : This needs 1o be simultaneously implemented with the urgent
adjustment. 1t involves the sell-adjustment by the manufacturers and requires the government
assistance and support. It includes the attempt to cut down the production cost by relocation ol
production base or invesiment expansion to the areas with lower wages for the garment indusiry which
1s labor intensive. Northeastern and eastern regions are regarded as suitable areas for the production
base relocation, due to their abundance of labor and proximity 1o the Indo-Chinese market which is
considered a prospeclive markat for garment products. Moreover, the entreprensurs must be aware of
the international standards which have taken a vital part in tha international trade in terms of both
market making capability and trade protectionismm.  The iSO 9000 is a key instrument in boosting
compelitiveness of the Thai textila and garment entrepreneurs under the prevailing competitive situation
where the prices cannot serve as a marketing tool. To obtain the ISO 9000 cenification, the
entrepreneurs must pursue the specified organization administration patiern. Meanwhile, the ISQO 14000
serves as a lool of protectionism by correlating the product standard with the environment. Producl to
be exported to the WTO member countries must be first qualified in term of good environment
management system. The Thai manufacturers should therefore be awate of this in order 10 maintain
their export capability though the 1SO 14000 standard has not yet been adopted.

On the marketing side, the entrepreneurs musl shilt their marketing strategy to the
proactive approach  Firstly, the entrepreneurs should develop their marketing stafl 1¢ have a wider

vision and leadership ability. Moreover, the marketing strategy should be adopted, particularly the
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proactive markel making, i.e. seeking of new markels through direct sales and adoption of the Quick
Response sirategy - production and delivery of goods that meet the consumers' demand based on
product quality and production cost. Besides, the production must be agile with an aim 1o manulacture
a diversified range of products, respond to the consumers’ requirement and introduce new products
with specific qualities to ‘widen choices for the consumers.

The enlrepreneurs should also acquire marketing information, probably  through the
textile information system, in order to build up a database for the industry which will help deveiop the
textile and garment market. This is because once the That entrepreneurs have entered the free market,
they will compete with not only Thai but also foreign producers worldwide either in the domestc or
international  markets. The Thar entrepreneuwrs should consequently seek cooperation or joint
development among themselves, without which Thailand’s textile and garment industry may finally face
a marketing difficulty.

The domestic market is another vital market which is less mentioned. The garment.
wn particular. has the highest export value and also a high local market value of approximately Bt
110,500 miliion against the import value of only around Bt 1,000 million, as hindered by the import
duty. [t is indeed necessary for the entrepreneurs to maintain the domestic market following the
decrease or repeal of the import duty on garment

The government support to strengthen the competitiveness of the textile and garment
tndustry in the long run involves human resources development planning, especially for textile chenwcal
specialist, technician and markeling professional, to respond to the requirement in the textile industry,
and set-up of a textile and garment industnial estate to remove lhe problems on high wage rate,
restriction on plant expansion, environmental issue, elc. The industrial estate will lead to a lot of saving
by the concentration of production plants in one area, production efficiency enhancement and industnal
waste control However, the public sector must also provide certain supports, eg. proviston of sufficient
public utilities, determination of the estate area that will not affect the community, provision of iow
interest funding sources.‘exem[;tion of income tax in the initial period. etc. This will motivale the
entrepreneurs to move into the same estate since most plants are situated in Bangkok and its vicinity.

The textile indusiry development institute is another solution to boost Thailand's
competitiveness in a more concrete manner. It will help resolve lhe%problems of obsolete production

technology. shortage of labor and personnel in specific fields, absence of decision-making information
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and marketing knowledge, etc. Therefore, the textile industry development institute must take urgeni
actions in dealing with all problems to enable the Thai textile and garment industry lo compete in the

liheralized world economy in 2005.
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LA3DIANS 2534 2535 2536 2537 2538
Lmu'ijurﬁ"m (ALY} 3,363,216 3,597,806 3,677,766 3.824,966 1,034,478
fns 16.4% 6.98% 2 22% 4 00% 5 48%
Pierin ATDY 124,315 129,283 133,773 135,176 135316
S 73% 4 00% 347% 1 05% 010%
AEaadngin (Aea) 107,028 111,243 114,398 115,673 116,813
SRR 18 1% 394% 7 4% 1% 0 99%
nndudn (eieq) 732,799 745,343 764.229 771,495 779.396
F59RL 15 2% 1.71% 2 53% 095% 102%
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vdulodszang 2534 2535 2536 2537 2538 |amsuRaad
nwAloainoy 2225 256.8 3241 368.6 3915  15.17%
Staple Fiber 147.4 1575 1795 1948 201 5 813%
_Fllamem Yarn 292 439 66.4 752 54 26 76%
Pie-Qriented Yarn 459 554 4872 986 1146 2570%
luaau 22.3 39.2 33.9 51.7 50.2| 22.49%
Flament Yarn 154 32.9 254 39.1 3672 2382%
Pre-Oriented Yarn 69 63 85 126 140 1935%
BELATAN 14.0 16.8 18.0 17.0 20.0 9.33%
158D 55.0 59.8 59.8 60.0 58.8 1.68%
523 313.8 372.6 4358 497.3 5205 13.49%
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ARATUNSSY 2534 2535 2536 2537 2538 Fnsnuaiy
fudtey (Wusu) 649.4 754.2 757.3 754.4 779.3 4 66%
Aoting 3441 375.4 3383 2800 305.9 -2 90%
aelolssing 305.3 3788 4190 474.4 473 4 11 59%
nan (RTURIFIIUAT) 4,034.7 4,430.7 4,399.5 5,030.8 5,485.0 7 98%
tintle 2,008 8 21789 1,949.4 1,636.1 1,758 7 327%
tiludseduw§ 2,025.9 2,251.8 2,450.1 3,394.7 3,726 3 16 46%
an (Wusu) 214.0 235.1 231.1 214.0 2335 2.20%
(AT By (Arudu) 2,005.4 2,141.9 2,256.4 2,326.7 2,362.0 4.18%
HARANGIME 1,1257 1,189.3 1,246.0 1,314.3 1,267 2 2 80%
HRRRINGN (i Tim) 879.7 952 6 1,010 4 1,012 4 1,104 8 5 86%
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U 2532 2533 2534 2535 2536 2537 | vsoresaeny
LAZBILIUL
1an 92,670 106,880 115,710 | 130,560 128,400 139,700 8.6%
Au 8,165 9,669 12,245 16,704 18,441 23,731 238%
ANIUUIRA A BB% 20% 106% 12 8% 144 17 0%
aean3 13.994 15,406 17,959 20,060 20,998 21,403 89%
ALULIRR A 15.1% 14.4% 155% 15.4% 16.4% 15.3%
A 8441 11,839 11,752 1,225 11,828 12,625 58%
AULLIARIA 10.2% 11.1% 102% 0.9% 92% 9.0%
osuil 5,632 7,882 7,490 8,354 6,610 6,639 33%
LULAR RIS 61% 74% 6.5% 64% 51% 48%
A 9,096 7.879 7417 6,770 6.166 5,653 91%
AULLIEAIA 98% 74% 64% 52% 48% 40%
AnSyawIn 221 2,565 3315 421 4,952 5616 205%
Fuulimaim 24% 24% 29% 12% 39% 4 0%
dFusa 3626 4871 4772 5,266 4,560 4,974 65%
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Ine 2,458 2817 3,673 3.767 4,179 4,660 13.6%
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FuuLianIa 10% 3.1% 0% 32% 34% 33%
AUTITBIMUIANT 2,362 3.042 3,392 3.659 3.206 3919 107%
uuanaa 25% 28% 29% 218% 2.5% 28%
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ENsIn 311 yaAnithAdumanelan 10 dszimausnszuinailwoa. 2632-2537

wine  aumi orpaniy

i 2532 2533 2534 2535 2536 2537 |wwindnad

AuARane
lan 83,491 N.A. N.A. N.A. N.A. 135,658 10.2%
HLREN 9.218 10,182 12,068 13,091 12,784 15,294 10 7%
ATUULINF R 11.0% 11 3%

1yl 9,017 11,868 12,112 12,397 10,025 10,717 35%
drunuamane 108% 7.9%
auigawinn 6.417 6,730 7.329 8,251 8,855 9,658 8 5%
ATUULNRRIA 77% T1%

au 4,603 5,292 6,751 7,560 7,645 9,347 15.2%
AR A 55% 6 9%
ANTITBIUNANG 617 7,018 6,604 6,939 5,656 5.676 1 6%
Arunuamanm ‘ 4% 49%

dFaura 6,151 7.595 7,083 7.472 5,978 6,586 1.4%
ATUULIARYG 74% 49%

A0nA 5,231 6,133 5,737 5,633 4,628 5,617 1.4%
AunLianam 63% 41%

rijﬂu 4,347 4,106 4,327 4,175 3,933 5,152 35%
Auuismais 52% 38%

e 2,921 3,579 3,558 3,573 3,086 3,621 4.4%
Aquuamanm 35% 27%

A L 1,835 1,946 2,423 2.556 2,593 3,338 12 7%
A Tuuamans 22% 25%

na 806 | 898 1,000 1,209 1,306 1,440 12.3%
ATUNLIMAS 10% 11%

-
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1 2532 | 2533 | 2534 | 2535 | 2536 | 2537 |venedaade

AuALATDIYIMN

1an 80,434 | N.A. N.A. N.A. N.A. | 146,725 12.78%
ﬂm"gam?m 26,026 26,977 27,696 32,951 35,605 38,643 B23%
ANIMLIAAA 324%| - 26.3%

warnil 14639 20411 24081 24848| 22191 22,419 893%
Ananiamana 18.2% 15.3%

rﬁﬂu 8,972 8,737 9,396 11,191 12,588 15,265 11.21%
AN AA 11.2% 10.4%

d84n3 5,700 6.913 8,600 10,345 11,806 12,457 16 93%
ATULUIAAA 71% B85%

d s 6406 8381| 8828| 9761| 8627 9.121 7.32%
ANIULIANAA B.0% 6.2%
AUTITRIUINNT 5,799 6,961 7.295 7,886 6,908 7.270 4 63%
ANIULARAYA 7 2% 5.0%

LB TUALA 3,700 4,768 5235 5,765 4,864 5,025 631%
Anutiinana 46% 34%

ua Lﬁﬂu 2,693 3,590 3.835 4,162 3.856 3.847 739%
ANutanas 33% 26%

8ma 2,027 2,580 3418 4,294 3,800 3,967 1437%
Armuinam 25% 27%
ANPITHTUAUG 2.800 3,437 3,545 3,562 3326 3.465 435%
AuuuInAIm 35% 2.4%

- Trends and Statistics Internabonatl Tiade, 15985
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Unit  BAWh
COUNTRY TH{\ILAND INDONESIA | MALAYSIA | PHILIPPINES | SINGAPORE
Effective Date 01-Dec-91 01-Nov-94 01-Sep-90 01-Feb-94 01-Feb-96
Categories
-RESIDENTIAL 1.6520 1.6384 2.1866 29273 26075
General Senace
-SMALL 2.1987 0.9982 21357 31733 260718
-MEDIUM 1.6453 1.5197 1.9616 2.8039 20114
-LARGE 1.4684 1.2887 1.6147 2.7822 1.8575

Remark : 1) The comparison is based on the average energy consumption in Thailand

at 200 kWh for Restdential Category,
at 700 kWh for Small General Service Category,

2) Exchange Rates {from ASIAWEEKS: 27-Sep-96)

at 50 % ioad Factor for Medium General Service Category,

at 75 % Load Factor for Large General Service Category.

INDONESIA Rp 1.00 = 0.0109 Baht MALAYSIA AM 1.00 = 101700 Baht
PHILIPPINES Peso 1.00 = 0.9700 Baht SINGAPORE S$ 1.00 = 18.0200 Baht
- 3) All electric—power rate schedules are based on avatlabie data as of September 1996

T

SOURCE : POWER ECOﬁOMIC DEPARTMENT/ECONOMIC POLICY DMISION { EGAT)
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