CHAPTER 3
THE STUDY STRUCTURE OF THAILAND EXPORT AND THE
THAI EXPORT TO JAPAN.

3.1 The Thailand Export

3.1.1 The structure of Thailand exports.

Thailand export grew e¢ontinuously over the past 10 years from
1989 to 1998. Value offexport was Baht 516,315 million in 1989 and
increased over 4 times to/Baht 2.248,089.4 million in 1998 (Table 3.1 and
figure 3.1), which was acgounted to the average growth of 16.5% per year.
The export value in 1996 was the lowest during the period (1989-1998).
The growth slowed down with ihe value increased marginally from Baht
1,406,310.1 million in 1995 to Baht 1.411,039.3 million value in 1996 or
only 0.3% increase., In 1997, the earning increased 28% to Baht
1,806,682 million, which was the peak over the mentioned 10-year period.
Export valued Baht 2,248,089.4 million in 1998 or 24.4% increase.
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Table 3.1 Thailand Exports
Structure 1989-1998

Value : Million

Baht
Year | Total Export | Agricultural | Manufacturing | Other Products
Products Products
1989 516315 1472933 287486 2] 81535.5]
1990 5898126 132836.9 366735.7 90240
1991 725448 8 152204 469599 2] 103645.6
1992] 8246433 1709339 541901 6! "111805.8|
1993] 9408626 1650264 6393116/ 1165246
1994]  1137601.6 196005.2 813811 4 127785
1995 14063101 23141617 1016456.5| 158436.9
1996] 14110393 230658 .8l 9939585, 186422
1997 1806682 257562.2] 1280042; 269077 8
1998]  2248089.4 3044245 1624659.6]  319055.3]

Source: Department of Business Economic

Before 1989 the goods that Thailand exported were mainly

agricultural products, such as rice, natural rubber and sugar. Then the

industrial products. became more significant =~ while the agricultural

products were less important. That was due to the expansion and change

of production, and, promotion and supporting campaign of Thailand

export, which greatly attributed to the structural changes ot production and

export.
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Table 3.2 Thai Export Structure 10 Year Period
(1989-1998) Growth Rate Unit : %
' Item 1989]1990] 1991]1992| 1993{1994| 1995 1996|1997} 1998
{
1 1.Total Thai Export 279 14.2] 23} 13.7| 14.1} 20.9 23.6| 0.3} 28] 24.4i

. Agricultural 18.3! -9.8| 14.6| 12.3] -3.5| 18.8] 18.1 -0.3| 11.7] 18.2
Products
i3. Manufacturing 117! 27.71 28! 15.4{ 21.7} 23.4 25] -2.2| 28.8| 26.9
‘Products :
'4. Other products 1-65.5 35! 24.5| -0.9| 63.2|-44.1} 53.2] 34.6 97.9! 50
Source:Department
of Business
Economic
Table 3.3 Thai Export Structure 10 Year
Penod (1989-1998) Ratio Unit : %
3 Item 198911990 190111992|1993{ 199419951996 1997‘ 1998i
H 3
1 Total Thai Export i 100[ 100/ 100! 100 100! 100; 100{ 100 IOOg 100'
2. Agricultural [ 28.522.8) / 21] 20.7] 17.5/ 172 16.5; 16.3} 14. 31 13. sl
iProducts | | . l
3. Manufacturing 155 70628| 647,653 " 70 71.5] 72.3; 70.4; 70. 9| 72, 3,
iProducts | | ! i [ | | i i
4. Other products 15.8; 5.3} 14. 3, 13.6] 12.511.3} 11.2 13.3 14.8] 14.2

Source: Department of Busmess Economlc

In 1989 the export of agricultural products,gfew 18.3% (Table 3.2)
and contributed 28.5% of total export (Tablé 3.3) while the industnal
product export increased 11.7% and shared 33.7% of total export. In
1998, the growth(mte of export in agrictlture sector declined slightly to
18 2% while the share dropped significantly to 13. 5%/~ On another hand.
the growtlrrate of industrial sector improved-ito 26 9% and’its contribution
rose to 72.3% of total Thailand’export.” This veflected the more significant

role of the industrial products over agricultural products.
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The change of each product category over the past 10 years from
1989-1998 could be described as follows:

Agricultural Products

The export over 10 years (1989-1998) grew up at yearly average of
9.8% 1.e. the value mcreased double from Baht 147,293.3 million in 1989
to Baht 304,424.5 million 11 1998 (Table 3.1). The peak of growth rate
during the 10-year perigd™was in 1994 at 18.8%. There were negative
growths in 1990, 1992 and 1996 at the rate of -9.8%, -3.5% and -0.3%
respectively (Table 3.2)The export share of this category trended down
over the period. It was 28.5% of total export in 1989 fell down to 13.5%
in 1998 (Table 3.3). ,

Before the Thailand’s economic erisis. the export value of this
sector grew up to Bath 196.0052 million in 1994 and Baht 231,416.7
million 1 19935, which represented the growth rate of 18.8%% and 18.1%
respectivelyv. The grosvth of 1994 was also the peak during the 10 vear
period. The export value declined slightly in 1996 to Baht 230,658.8
milhion or the growth ratetef -0.3%. In' 1997 when the economic crisis
occurred, the exportiof.Thailand’s agricultural products was worth Baht
257.562.2 million or 11.7% growth (Table=3.2). The éffect of floating
currency and consequently IBaht depreciationimade.up the export value of
Thailand. in Baht term. to Baht 304.424.5 million or 18.2% (Table 3.2)

Increase OVer a previous year.
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Table 3.4 Merchandise Thai Export 10
Year Period (1989-1998) Value Unit:

N

i8]

Million Thai Baht

1989 1990 1981 1982 1993 1924 1995 12496 1997 1698
1. Frozen 16068.6] 20208.2 26680.9 31705.6 37543.8] 4915666 50302] 454045] 47133.9]63343.3
Shrimp
2. Rubber 26431.7] 224123 249528 229247 29132871 41924 81280.7 83372 FTALQIBEA06.5
5 Sugar | 102438 176939| 147818 188262|  121846] 172026| 26765.6| 32081.4y 31438.2)26071 7
4. Total Thai | 5163158] 589813 7254488 2464231 | 940862.61 137602) 1406310 1411028} 1806682| 2248089
Expons _J

Source: Department of Business Economic

Table 3.5 Merchandise Thai Export
10 Year Period (1989-1998) Ratio
Unit : %

1282 1820 1281 e TE03 12924 19295 1935 1297 1998
1. Frozen 34 34 37 3.8 4 43 38 31 6 e
Shrirnp
2. Rubber &1 a 3.4 etk 3 37 4.3 45 32 25
3. Sugar 37 3 2 23 T e 2 23 1.7 12
4. Total Thai 100 100 1004 166 160 109 100 108 100 100
Export

xports 41

Source: Department of Business Economic
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The key products under this study were:

1. Frozen shrimps; Its export increased continuously except in 1996
when the value dropped from Baht 50,302 million in 1995 to Baht
43,404.5 million in 1996 (Table 3.4 and Figure 3.2). The export bounced
up to Baht 47,1839 million in the following year (1997) and Baht

58,343.3 million in 1998. The export contribution of frozen shrimps grew
continuously from 1989-1994 at 3.1%, 3.4% 3.7%, 3,8%, 4% and 4.3% of
total export (Table 3.5). After then thé-Share declined over the period
from 1995-1998 recording 3.5%, 3.1%, 2.6% and 2.5% of tofal export.

Before the crisis, e export value of frozen shrimps was Baht
49,155.6 million in 1994 and Baht 50,302 mithon in 1995. Though the
value increased, the export contribution of this product diminished from
4.3% of total export tin 1994 to 3.5% of total export in 1995. In 1996, the
export value of the produgt fell to Baht 43.404.5 million and shared only
3.1% of total export. The value 1997 improved to Baht 47,183.9
million as a result of Baht devaluation. The export share was 2.6% of
total export . Then the export value of frozen shrimps increased to Baht
58.343.3 million in .[998 which was accounted t0/2.5% of total export
value of Thailand.

2. Natural Rubbef. =lts export value was Baht 26,431.7 million 1n
1989 and doubled torBaht 55,406.5 /million in 1998 (Table 3.4 and Figure
3.2). The value increased almost every year except ing 1990, 1997 and
1998. It dropped from Baht 26;431.7 million|in 1989,to Baht 23,412.3
million in 1990. Export was worth Baht 63,373 million in 1996 then fell
to Baht 57,450 million in 1997 and went further down to Baht 55,406.5
million in 1998. Export of natural rubber contributed 5.1% of total export
in 1989 but dropped to only 2.5% in 1998 (Table 3.5).

Before the crisis, the export of Thailand natural rubber valued Baht
41,824 million in 1994 increase to Baht 61,260.7 million in 1995 which




were accounted to 3.7% and 4.3% of total export earning respectively
(Table 3.5). The export was relatively stable in 1996 at Baht 63,373
million while the share was 4.5% of total export value. Even though the
Baht currency depreciated in 1997, the value of natural rubber export in
that vear dropped down to Baht 57, 450 million and the contribution went
down to 3.2% of total Thailand export. . The value and contribution fell
further down in 1998 to Baht 55.406.5 million (Table 3.4) and 2.5% share
of total export (Table 3.5).

3. Sugar; The export.of this product was worth Baht 19,243.8
million in 1989 and Balit 26,6411 ‘million in 1998 (Table 3.4 and Figure
3.2). The value in 1993 avas lowest, throughout the 10-year period of
study, at Baht 12,184.6"million @nd it was accounted 1.3% share of total
export (Table 3.5). In yeag'1996 was the peak year of sugar export with
the value recorded at Baht 32,081 .4 million and 2.4% share of total export.
The (_:011tribution of sugar export was accounted in 1989 at 3.7% of total
export. In 1998 it went down to-only 1.2% of total export, which was also
the low record in 10-yeai pesiod. '

Before the economic crisis, the export value of this product was
Baht 17,202.6 million in,1994 and Baht 28,768.6 million in 1995 (Table
3.4). They weré|accounted fo [1.5% “and|2% ‘of tofal Thailand export
(Table3.5) respectively. The amount grew further to Baht 32,081.4
. million in 1996 and-the share increased to 2.3% of total-éxport. In 1997
when the economic crisis arose, the gain from devalue in Thai Baht did
not cover the loss of sugar export. Its value and contribution dropped
down to Bath 31,493.2 million and 1.7% and went further down in 1998 to
Baht 26.611.1 million and 1.2% of total export value ot Thailand.
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Manufacturing Products
Table 3.8 Msrchandise Thal Export 10
Ysar Peripd {1962-1298) Value Unit:

Million Thai Baht

Merchandise 1989 1990 1991 1992 1983 1994 1895 1996i 1997 1998
|

1, Automatic | 15527.61 38694.56) 484203 577281 65271 94590.2] 1312418 15?6733% 220302.7 320526
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The export of this category grew in average at 20.6% per year
during those 10 years. In other words, the value increased over 4 times
from Baht 287.486.2 millipn in 1989 to 1,624.659.6 million 1in 1998
(Table 3.1 and Figure 3.1). The growth rate increased every year except
in 1992, 1996 and 1998. The growth was accounted at 15.4% in 1992
compared with 28% in 1991 (Table 3.2). In 1996, the growth was
negative at -2.2% which was the lowest afméag those 10 years. It also fell
from 28.8% in 1997 to 26.9% in 1998, The contribution of the industrial
sector increased every vear cxcepiin 1996 when it dropped from 72.3% in
1995 to 70.4% (Table 3.3).

Before the economig’ ciisis, the export of this sector valued Baht
813,811 .4 million in 1994 dngrease to Baht 1.016,456.5 million 1in 1995
which represented 23.4% aud 25% growth rate respectively. The export
value ‘of this sector declined to Balit 993,958.5 million in 1996 or -2.2%,
which was also the lower growth tate in 10=year period. When Thailand
encountered the economic crisis in 1997, the ﬂ‘oated currency exchange
resulted higher value of expori-in-Bahi terii. the export of the industrial
sector in that year was worth Baht 1,280,042 million or 28.8% growth and
hit the high record among those 10 years. The amount continued to
increase in 1998 1o Baht|1,624,659.6 million with a slightly diminishing
growth rate of 26.9%.

The key export products under this study are:

4. Automatic data processing machines and parts thereof; The

value increased every year during the 10-year period (1989-1998). It was
accounted Baht 13.527.6 million in 1989 and shared 3% of total export.
In 1998, the value increased to Baht 320,525.6 mullon (Table 3.6 and
Figure 3.3)wliich was accounted to 14.3% share of total export (Table 3.7)

The increase was over 20 times within the 10-vear pertod (1989-1998)



Before the economic crisis. the export value was Bath 94.590.2
million in 1994 and Baht 131,241.8 million in 1995 (Table 3.6) and
contributed 8.3% and 9.3% of total export (Table 3.7) respectively. The
export continued to grow with the value of Baht 167,673.9 million and the
export share of 11.9% of total export. When there was a change of foreign
exchange to the managed iloat system in 1997, the export of this product
was worth up to Baht 220,302.7 million and shared 12.2% of total export
value. The growth continued m 1998 withthe export amount of Bath

320.525.6 million and th¢'share oI 14.3%(Table 377).

5 FElectrical integrated ¢ivcuits; The value of export imcreased every

vear during those 10 ycars. In 1929, export of this product was worth

Baht 18,4262 million (Table 3.6 and Figure 3.3) and shared 3.6% of total

export (Table 3.7). In 1998 _it increased to Baht 93,833.1 million and the

share increased to 4.2%. The ‘value increased up to by 3 times. Its share

of total export grew every year except in 1991 when it dropped slightly to

3.5% from 3.7% in 1990

Before the economic crisis, the export of this product valued Bath

45,310.8 million in 1994 and Baht 58,181.8 million in 1995 (Table 3.6),

which were accounted 10 4% and 4/1% of | total Thailand export eaming

(Table 3.7). The growth slowed down in 1996 with the value of export at

Bath 58.538.6 million\and 4.1% contribution ‘of export:] In 1997 when

there was economic crisis, the export value increased to Baht 75,837.7

million and the share of export on that year was 4.2%. In 1998, the expoit
growth continued with the value of Béht 93,833.1 million and 4.2% share-

of total export.
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6. Radio-broadcast receivers. television receivers and parts thereof:

It was another one of industnial products that export value grew up every
vear during those 10 vears. In 1989, its value of export was Baht 2.833.9
million (Table 3.6) which is accounted to 0.5% of total Thailand export
(Table 3.7). In 1998, the value increased to Baht 58,058 .2 million or 2.6%
of total export. The value increased over 20 times as much as the growth
rate of computer products.

Before the crisis of econoemy. the export of this product was worth
Baht 28,031.9 million in"1994-and Bath 31.589.2 million in 1995 (Table
3.6). which shared 2.5% and’ 2.3% of total export value (Table 3.7)
respectively. In 1995] the yvalue continued to grow to Baht 34.626.8
million and contributed2.5% of total export. In 1997 when Thailand faced
economic crisis and changed the money exchange policy, the export value
of this product 1ncreased to Baht 43.378.8 million and contributed 2.4% of
total export. It grew further to Baht 58,058.2 million with the share of
2.6% of total export value in 1998,

: 3.1.2 Export Growth and Competitiveness of Thailand.

Growth of Thailand Exgort

Before Thailand enc¢ountered economic problem, the growth rate of
Thailand export was relatively high. During the past 10 vears from 1989-
1998, export grew up each year at over 20% except in 1990, 1992 and
1993 when it grew at 14.2%, 13,7% and 14,1% réspectivcly (Table 3.2).
The value increased remarkably i.e. it took only 5 vears to double the
amount from Baht 316,315 million in 1989 to Baht 1,137,601.6 million in

1994 (Table 3.1). It continued to increase to Baht 1,406.310.1 million in

1995 with the growth rate in that vear of 23.6%. But the growth slowed



[#1]
\V]

down with the value increased marginally from Baht 1,406,310.1 mullion
in 1995 to Baht 1,411,039.3 million value in 1996 or only 0.3% increase.
Thailand encountered various measures of non-tariff barriers from
importing countries, especially from Japan, in regarding to environmental
conservation, protection of child Jabor use, specific sanitary standard of
products, etc. The effect was obviously seen in 1996 when the growth of
export slowed down and valued Baht 1.41 10393 million or 0.3% growth
rate (Table3.2). This highly dimimslung growth of export had rapid and
great impact to the econioiy.since then until the crisis was realized n
1997 which has been destroving the social and economy of Thailand until
now. The value of exporiin/1997 in Baht term increased as a result of
Baht devaluation since'July. The value on that year was Baht 1,806,682
million (Table 3.1) or 28% growth {Table 3.2). The export in 1998 was
worth Baht 2.,248,089.4 million and was accounted to 24.3% increase,

which was slightly diminishing'froni a previous year.

Competitiveness of Thailand Export

As mentioned, Thajland did loseyits competitiveness in the world
market. The export«growth declined noticeably in 1996. The economy
shrunk and effected the economy of the country until, the crisis was
realized, of which the impacttoysocial and economy Wwasimore severe than
expectation.

The export growth during 1989-1998 increased over 20% except in
1990, 1992 and 1993 which could be rated high growth. Thailand was
successful in coverage of the export markets. Thailand export shared
1.12% of world market in 1995 and 1.46% in 1998. The increase of
Thailand’s share in the world export market will be highly challenging in

the future due to various variables especially the economic crisis that will
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have quite an impact to the export of Thailand. The policy and measures
attempting to rebuild export competitiveness have to combat various

obstacles and constraints that derived from the economic crisis.

i 3.1.3 The Change of Currency Exchange Policy and The Export of
1; Thailand

As Thailand declated the change of its currency exchange policy
from ‘Baht pegged to the basket currencies’ to ‘managed float exchange
currency svstem’ on Julv 27 J697. the Baht depreciated against US dollar
which is the currency mainlytised in Thailand’s international trading since
then. An expected intergst of using the managed float system was the
growth of export valug Baht devaluation would offer more
competitiveness to Thailand products in the world market and encourage
the customers in the importing countries to buy more products of
Thailand. That would resolve the problem thathappened since 1996 when

the growth of Thailand export was marginal at 0.3% only.

The key variables effecting.export value, were:

Demand of Thailand products in the world market This variable
depends mainly on the consumers’ level of income, in, the importing
countries, as well as theit taste/and preference.

Comparative cost advantage of Thailand products over other
exporting countries. If the cost of Thailand products is lower compared
with the products from other competitors, Thailand would be able to
export more volume of that prdduct.

Appropriate ratehof exchange is a key to export . The exchange rate
is an indicative input for the importers to compare cost, 1 their monetary

currency, of the same product imported from one and another country. It
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the products of Thailand got lower cost comparatively in term of
importing country’s currency, it would be required by the importers.

The exchange rate is also the indicator of comparative buying
power. Any country having weak currency, its buying power i1s weak too,
and that country tends to have deficit balance of payment.

The demand and comparativel advantage cost of products are
directly related to the competitiveness of ‘Thailand over other exporting
countries. The exchange rate, particularlyv when the consequence 1s value
depreciation, makes up the expoit value of the countrv. The information
shown in (Table 3.8) reflgets the trend of Thailand's export value in
relation to the exchange rate (BahtUSD). We found that the export value
during July-December 1997 increased following the increased exchange
rate after Thailand imposed the managed float exchange system and Baht
devalued. However the absolute value of export in 1998 dropped to the
level of export before the devaluation though the Baht was still

undervalued.



[
[}

2) The clients of Thailand export encountered the economic
problem as well. The value of Thailand export to those countries therefore
dropped. Those countries were such as China, Taiwan and other Asian
countries.

3) The economic recession happened in both Thailand’s client and
competitor countries. The tluctuation of exchange rate during that period
had a great impact to the international’ifading. The trend was hardly
predicted. The traders had no confidence Gver the exchange rate and
hesitated to purchase. ThiS was therefore a kev of export value decrease.
The trend of export vallie gould not be predicted using the information of
exchange rate.

The Baht depreciation therefore did not directly effect the increase
of export value. The conceptual ¢xplaining the increased export value
from the effect of the undervalued meney and the comparative cost
advantage was only right at the beginning after the change. There were
some other variables that influenced the export. In other words, exchange
rate was not the alone vanable-ef export:

The currency exchanges policy or the regulated monetary value
could not be the only factor determining the export trend in long term.
The export needs’ some- other' inputs| such|as marketing strategies. tax
policies, promotion campaigns, product quality, good ,manufacturing
- practices. brand royaities, financial stability of exporting \firms, physical
distribution system, stability of exchange rate and national political
stability, etc. They are all the key elements influencing the export.

The depreciétion of money value gave a positive effect to the
balance of payment for Thailand. The undervalued Baht discouraged the
purchase of imported goods. Deficit balance of trade declined. However

the real sector encountered high cost of imported raw materials. Local

T 20610 DDA
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Table 3.8 Thai Export Value and Exchange Rate (Baht : U.S Dollar) Period 1885-1998

Thai Export Value Exchange Rate (Baht !
{Hundred Millior: Dollars) Dollar
1996 1997 1988 1996 1997 1988
January 45.26| 46.66 42.84 25.07 25.48 51.15
February 46.758 4353 449 26.25 25.76 202
Mzrch 42,15 50.32 4867 25.00 25,70 4255
£ il 4268 4367 1347 25.14 25.69] 32.08
May 49.84 - 45108 48.28 25, 18| 5.0 3855
Jurie 44,13 47 654 46,25 25,23 25.72 141
July 45, }"I #8321 46 28 55,21 2C 4% 41 o
1 i !
August 47.63] 4658 43 45 23! 21 5:i 4101 ;
Septermber 4572 128 “m5 257! 35.21 40,72
October 4895 58.09 223 05,2 26 38! 32,57
HMoverner 48.82 480 4555 2543 38.7g; 3854
December 4599 80.36 46.76 25 38 43.21| 35.33
Jan.-Dec. 559.41 58329 545.07 25.224 30.77 413

Source: Bank of Thailand

Since Thailand €xpected to earn more income from export due to
the change of its monetaty ekchange system: with the consequence of Baht
depreciation, the-export i-1998. under-changed.value. of Baht was just
close to the level before” the ‘change. ' This 'demonstrated that the
devaluation,was not the key to.increase.export.earning.

The major reasons 'why export-did not'increase but'shrank in 1998
were:

1) Other Asian countries got impact of floated Baht currency and
their currencies became depreciated too. Thailand then lost the
comparative cost advantage it had just after the moment it changed the
currency exchange policy. Thus the export declined and the value finally

dropped.
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consumers reduced their expenditures as psychologically they assumed the
costs of goods were more expensive.

The Baht devaluation from the change of currency exchange policy
since July 2™, 1997 brought into effect of the increased export value for
Thailand in short term only. When other countries depreciated the value
of their money later, Thailand export declined since then. Thus the
correlation between the export value and.the exchange rate existed at a
certain period only as theré were some other variables involved in the
export. However the Baht devaluation helped improving Thailand’s
current account from the deficit to the surplus. Meanwhile Thailand got
trade surplus at the begmming / ‘However the surplus of trade balance
declined later on and so did the export growth. Again this demonstrated
that the currency exchafige’ measures gave positive impact only in the
short term. The stability of exchainge rate and the export promotion
campaigns would be more eftective, than the manipulation of exchange
rate alone, in supporting the exporters to get products out mnto the world

market.

3.1.4 Strength and.Weakness.over, Thailand’s Production and Trade
Structures

- Strength

1) Thailand has been long developing the strong ground covering
the areas of education, public health, human resource and others, which
are the kev to support the development of industryv. It is strong in various
products under agriculture, industry and the service sectors. Thatland has

also executed the macroeconomics policies that supported the stability of
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growth for long time. Thailand is therefore relatively etficient and

competitive enough to produce various industrial products in the world.

2) The production and trade of Thailand cover various kinds of
goods especially the agricultural and industrial products for export.
Meanwhile Thailand produces enough agricultural goods for its domestic

consumption and has the surplus for expost.

3) Market coverage of Thailand goodsis well established. In other
words, it has build up various esport markets. Sources of imported raw
materials are widely distriblited’ and offer the eomparative advantage to
Thailand. Tt minimizes Wery /well the possible risk, if any from the

economic variation in thosé countries where Thailand is dealing with.

4) Investment from local~and foreigners. This area played an
important role in the development of Thailand industry. [t offered
employment. It brought in new technology. It offered entry into the world -
market. Moreover it helped development of fanagenal skills and

stimulated the upgradifig of product quality.
Weakness

1) Even though the development of Thailand industrv has changed
the structuregef trade particularly the, structural, shiit. of- export products
from the agricultural to the ‘industrial’ one. “The eurrent structure is still
lacking of depth ie. lack of industries in the intermediate level and
supporting level. Thus it needs still the capital to invest or to import the
raw material especially the machines, equipment and raw materials. The

added value in the country is rather low.
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2) The foreign investors do transfer the technology to the Thai
employees at a limited extend. This limits the opportunity to develop to

the further step of advanced technology.

3) The development of technology for industry is very limited.
Thailand invested very little in R&D. Researchers and researches are
limited. It lacks support on science and technology for the industries. As
a result, Thailand lacks strong base of technology to develop the future

industries.

4) The administrative procedures of the State and State Enterprise
are too bureaucratic and theyv ¢ould not eatch up with the current situation
especially in the revisiofl off policies and plan execution in order to resolve

the problem and facilitaie the trade.

5) Thailand is short of skilled resources in various areas such as

engineers, accountants and middle Management up.

6) Problem of ‘infrastructure such—as electricity, tapped water,
telecommunication system and other means of conununication, etc. They
could not serve the need of growing, industries and more coming

investment.

7) Thailand, is. not capable o .design’ and, develop, the quality,

identity and brand name of its'own products.



3.2 Thailand Export to Japanese Market

3.2.1 The Structure of Thailand Export to Japanese Market

Japan is the important market of Thailand. It is one the 3 largest
export markets of Thailand. They are’ USA, Japan and Europe Union.
The export te Japan markét was worth 493074 million yen in 1989 and
increased to 1,068,174 millionveir in 1998 (Table 3.9) or increased over 2
times in 10 years during*1989-1998 | The value increased almost every
year except in 1993 and 19987 It dropped irom: 753,341 million yen
in1992 to 723,216 million/ven inl993. And export value was worth
1,157,321 mullion yen in 1997 then fell to 1,068174 mualiion yen in 1998,

Table 3.9 Japan’s total import value fromy Thai Unit: Million Yen

1989 1990 1991 1992 1993

493,074 599,312 707,535 753,341 723,216

1994 1995 1996 1997 1998

837,998 949.:048 K11 1154 ~ 17167321 11,068,174

Source: JETRO

The average growth rate of Thailand export to Japan during 1989-
1998 was 13% per vear. It was 39.7% in 1989 and declined to —7.7%
1998 (Table 3.10). It varied very much over the vears. The growth rate of
export to Japan decreased trom the rate ot 39.7% in 1989 to -4% in 1993

after that the growth rate increased to 15.9%. 13.4%, and 17% in vear



1994. 1995. and 1996 (Table 3.10) respectively. The growth rate dropped
to 4.2% in 1997 and —7.7% in 1998, which was the low record among
those 10 years. The value of import from Thai of Japan trended upward

but it fall in 1998 which economic crisis in Thailand.

Figure 3.4 Japan’s total import value from Thai, Unit: Million Yen
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Table 3.10 Growth rate of total Japan import from Thailand Unit: %

-

1989 {1990 | 1991 {1992 [ 1993 | 1994 | 1993 1996%1997 1998

!

307 (215 118 |65 |4 159 [134 |17 142 |77
; ]

Source: JETRO

Before the economic erisis. the/wvalie of export to Japan was
8’37,998. million ven in 1994 and 949,948 million ven in 1995 { Table 3.9),
which were accounted 1o 159% and 134% growth rate respectively
(Table 3.10). In 1996, thegrowih of export to Japan increased to the value
of 1,111,154 million yen ér 47°6 increase. In 1997 when there was the
economic crisis in Thailand. the export value increased The value was up
to 1,157,321 million yen, which was aceounted to 4.2% growth rate after

that the value dropped to 1,068,174 in 1998 or at—7.7% growth rate.

The change of export to Japan over 10-year period from 1989-1998

could be divided into the following product categories:

Agricultural products

The key agricuitural productscexported to Japanare:

1. Frozen shrimps The value of this product exported to Japan was

53,333,063 thousand ven/in 1989 and dropped 1033.:410, 106 thousand ven

in 1998. Tl;e value of this exported to Japan increased in period 1989-
1991 and 1994 but the value declined in 1992 and 1995-1998 (Table 3.11
and figure 3.5). The growth rate declined almost every during those 10
vears except in 1993 when the growth rate increased to 4% in 1993 from —
3.6% in 1992 (Table 3.12). There were negative growths in 1992 and
1995-1998 at the rate of —3.6%, -2%, -26%, -16%, and ~21%% respectively.



Figure 3.5 Japan’s total import value from Thai
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Table 3.11 Japan’s total import value from Thai

Frozen shrimp Unit: Thousand Yen

1989 1990 - 1991 1992 1993

53,333,063 | 66,716,217 | 69,463,241 66,989,394 69,927,537

1994 1995 1996 1997 1998

70,207,679 | 68,792,485 | 50.601,838, | 42,310,669 | 33,410,106

Source: JETRO

Table 3.12 Growth rate of totzlJdapan import from Thai,

Frozen shriap Unit: %
l f
i

1989 1990 | 1991 | 1992 11993 1994 11995 | 1996 | 1997 | 1998

41 25 4 -3.6 - = -2 -26 -16 -21

Source: JETRO

Before the crisis/ the export value of frozen shrimps to Japan was
worth 70,207,679 thousand ven in 1994 and 68,792,485 thousand yen in
1995(Table 3.11 and; Figiré3.5), which Were accounted to 0.4% and -2%
growth rate (Table 3.12 ). In other-words; the absolute value of export and
the growth.rate decreased.. In.1996 the expoft value of frozen shrimps to
| Japan fell to 50,601,838 thousand’ven and 'the growth'rdte declined to -
26%. The economic crisis in 1997 and the change of currency exchange
policy did not make up the export of Thailand’s frozen shrimp to Japan.
The value in that vear continued to drop to 42,310,669 thousand ven and
growth rate -16%. It continued to decreased in the following vear to
33,410,106 thousand ven and the growth rate continued to fall to -21%
(Table 3.12). The value trended downward from 1995-1998.
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2. Natural Rubber The export of this product to Japan was worth

161,698 thousand yen in 1989 and it contributed —3.6% of growth rate. In
1998 the value decreased to 115.359 thousand yen (Table 3.13 and figure
3.6) or growth rate -45% (Table 3.14). The value declined continuously
except in 1991, and 1996. when it increased to 175,478 thousand ven in
1991 from 101,758 thousand ven in 1990. And the value increased to
235,346 thousand ven in 1996 from 147.210.thousand ven in 1995. There
were negative growth rate almost every years excebt in 1991 and 1996

when it was 72% and 60% respeatively,

Figure 3.6 Japan’s total'import value from Thai
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Table 3.13 Japan’s total import value trom Thai

Rubber Unit: Thousand Yen
1989 1990 1991 1992 1993
161,698 101,758 175,478 161,467 152,012
1954 1995 1996 1997 | 1998 |
i e
147,938 147,210 235,346 208,976 115,359 ‘
Source: JETRO
Table 3.14 Growth rate of totalJapan unport from Thati,
Rubber Unit: %
| | | i |
1989 | 1990 | 1991 | 1992 /1 19931 1994 | 1995 | 1996 1997 | 1998 |
i
36 |37 |72 |8 J-6- 275105 |60 |11 |45

Source: J ETRO

Before the cristsy Thailand exported natural rubber tc Japan worth
147,938 thousand ven m 1994 and 147,210 thousand ven i 1995 (Table
3.13 and Figure 3.6), which-ere accounted to.the growth rate —2.7% and
~0.5% (Table 3.14). "The'growth rate decreased: The'value up to 235,346
thousand-yen and the.growth rate. increased.td-60% in 1996-when the total
The

depreciation of Baht in 1997 did not make up the value of rubber export to

~ value of natural rubber’export “from" Thailarid grew at ‘high rate.
Japan. The value in that vear declined 208,976 thousand ven and the
growth rate -11%. The export of rubber to Japan in 1998 continued to
drop at the value 115,359 thousand-ven and -45% of the growth rate. By
that time the total value of Thailand rubber export declined as well. The

value of this product trended downward in during economic crisis.



3. Sugar The export of sugar to Japan in 1989 was worth 55,382
thousand yen and -29 % of the growth rate while in 1998 the value
increased to 409,996 thousand ven (Table 3.15 and Figure 3.7) which was
27% of the growth rate (Table 3.16). From 1989-1998, the growth rate
peaked in 1992 was 263% with the total value was 224,183 thousand ven.

Figure 3.7 Japan’s total import value fyom Thai
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Table 3.15 Japan’s total import value from Thai

Sugar Unit: Thousand Yen
| 1989 1990 1991 1992 1993
55,382 33,939 61,678 224,183 139,994
1994 1995 1996 | 1997 1998
| 226,599 298,744 254 828 321,977 409,996

Source: JETRO

Table 3.16 Growth rate of.total Japan import trom Thai,

Sugar Unit: %

1989 | 1990 | 1991 | 1992 199311994 1995 | 1996 1997%1998

i

29 -39 182 2634 | 38162 32 15 126 27
1 ]

Source: JETRO

Before the crisis-the export of Thailand sugar to Japan was worth
226,599 thousand yen in, 1994 and 298,744 thousand yen in 1993(Table
3.15) which the (growth rdte Were 62%afid 32%) [In“1996 the export of
sugar to Japan decreased with the value 254,828 thousand yen and the
~ growth ratg| diopped to - 15%: In 1997 when there'was économic crisis in
Thailand and the consequence of Baht devaluation, the export of this
product grew up to 321,977 thousand yen with the growth rate up to 26%.
The export increased in 1998 with the export value 409,996 thousand yen'
and the growth rate 27%(Table 3.16). The value of this product export to

Japan trended upward.
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Manufacturing Products

The key products under this study are as followings;

4. Automatic data processing machines and parts thereof

The value of this product group exported 1o Japan was 317 thousand
ven and the growth rate -91% iﬁ 1989/ Jt was Ingh increased to 92.061
thousand ven n 1998 (Table 3.17). which growth rate -74% (Table 3.18).
Both the value and growth rateincreased every year except in 1993, 1996,
and 1998 when the value dropped from 134.230 thousand ven in 1992 to
52,452 thousand yen 1 4993/ 'In vear 1996 the value decreased to
301,546 thousand ven from 684453 thousand ven in 1993 and the value
fell to 92,061 thousand enfin' 1998 from 358,126 thousand yen in 1997
(Table 3.17). The growth'rate decreased in 1989, 1993, 1996, and 1998
when it was -91%, -61%, -56%, and =74% respectively (Table 3.18).
Among those 10 vear, the growth raie peaked.an 1992 was 35.790% the

value was 134,230 thousand yen:



Vel Und: Thousand Yen

Figure 3.8 Japan’s total import value from Thai
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Table 3.17 Japan’s total import value from Thai

Automatic data processing machines and parts thereof

51

Unit: Thousand Yen

1989 1990 1991 1992 1993 |
i
317 | 653 | . 374 134,230 52452 |
;
1994 1993 : 1996 1997 1998 ’
210952 | 684,453 401,546 358126 | 92016
Source: JETRO
Table 3.18 Growth rate offotal Japan import from That,
Automatic data processing machines and parts thereof Unit: %0
1989 | 1990 | 1991 | 1992/} 1993 | 1994 | 1995 | 1996 | 1997 | 1998 i
| |
01 106 43‘ 35790 | -61 302 |69 -56 19 -74 z
|

Source: JETRO

In 1994 and, 1995 ‘before the economic crisis, the export value of

this product grew up. LThey were 210,952 thousand¢yen and 684,453

thousand ven respectively(Table 3.17), whichawvere increased to 302% and

69%0(Table 3.18). In 1996 the export-value decrease to 301,546 thousand

ven and the growth rate -56%.

In 1997 when Thailand faced economic

crisis and devalued its monetary currency, the absolute value increased to

358.126 thousand ven and increased 19%. It fell further in the following

vear to 92,061 thousand yen and growth rate —74%. Among those 10

years, the value of this product peaked in 1995 was 684,435 thousand yen.

The growth rate peaked in 1992 was 35,790%.
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5. Electronic integrated circuits The value of export increased everv
vear during 1989-1998 except inl991, 1992, and 1993.. The value

decreased from 7.635 thousand ven in 1990 to 6.732 thousand ven in

1991. Next vear, the valﬁe fall to 3,156 thousand ven and continued
decreased to 2,254 thousand ven in 1993. The export was worth 5.377
thousand ven and growth rate 157% i 1989 and the value increased to
77.770 thousand ven in 1998 (Table 3.19) and the growth rate 7% (Table
3.20).

Figure 3.9 Japan’s total impert yalue from Thai
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Table 3.19 Japan’s total import value from Thai

Electronic integrated circuits Unit: Thousand Yen
. 1989 1990 1991 1992 1993
5,377 7,635 6,732 3,156 2,254 |
| 1994 1995 1996 i 1997 | 1998 |
| 11,210 | 22,996 31,3599 | 72,557 | 77,770

Source: JETRO

Table 3.20 Growth rate'of total lapan import from Tha,

Electronic integrated cirCuits Unit: %
i ]
1989 | 1990 | 1991 !1992 199311994 | 1995 | 1996 | 1997 I11998'
i
i i
157 |42 l-12 [-53 (|29 1397 4105 (36 |131 7
; i

Source: JETRO

In 1994 and 1993, before the economic crisis, the export values of
this product to Japan were 11,210 thousand yen and 22,996 thousand yen
respectively (Table | 3.19), which the growth réfe 397% and 105%
respectively (Table 3.20). The value grew up_in 1996 to 31,359 thousand

- ven and inéreased 10/36%. | In 1997 when there/was the gconomic Crisis,
the export of this product valued up to 72,557 thousand yen and growth
rate 131%. It continued to grow further to 77,770 thousand yen, which
was increased to 7%. The value of this product trended upward from 1994

to 1998.
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6. Radio-broadcast receivers. television receivers and parts thereot

The value of export to Japan of the product group was 11.176
thousand yen in 1989 and growth rate 808%. The value increased to
25.211,034 thousand yen in 1998 (Table 3.21), which growth rate -18%
(Table 3.22). The value increased every year during the period of 10 years
in the study except in 1997 and 1998 when the value dropped from
30,926,116 thousand yen in 1996 to .30,576,979 thousand yen in 1997 and
decreased to 25.211.034 thousand ven in 1998,

Figure 3.10 Japan’s total nuport value from Thai
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Table 3.21 Japan’s total import value from Thai

Radio-broadcast receivers and parts thereof

£5

Unit: Thousand Yen

1989 1990 1991 1992 1993 '
11,176 506,930 1,008,008 8,142,429 10,546,211 :
1994 1995 1996 1997 1998
17,668,014 126,602,585 30})26,11,‘6 30,576,979 | 25,211,034
Source: JETRO
Table 3.22 Growth rateof totalJapan mmport from Thai,
Electronic integrated ciréuits Unit: %
1989 | 1990 | 1991 | 1992 | 1993 | 1994" 1995 ;1996 1 1997 | 1998
808 {4435 |99 707 | 30 68 | 51 16 -1 -18 ‘

Source: JETRO

Before the economic crisis. Thailand exported this product to Japan
worth 17,668,014 thousand yen in 1994 and 26,602,585 thousand yen in
1995 (Table 3.21), which growth rate 68%) and 51% (Table3.22). The
value up to 30,926,116 thousand yen in 1996 and increased 16%. In 1997

- when there ivas the leConomic crisis and the depreciation of'Baht, the value

of export to Japan decreased to 30,576,979 thousand yen and growth rate -

1%.

1998.

It dropped to 25,211,034 thousand yen, which growth rate -18% in



3.2.2 Competitiveness and Market Share of Thailand Product in
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Competitiveness Status of Thailand Product in Japan

Japan imported mainly from USA,/China, Australia, South Korea
and Indonesia. The countries who got theréase of market shares were
USA, China, Australia. Gesmany. Philippimes and Thailand. South
Korea’s market share in Jdapan”was stable while Indonesia, Malaysia and

Vietnam and Brunei lostitheir market shares in 1998,

During the study ‘period ( 1989-1998). Thailand shared 1.7% of total
Japanese imports 11 1989 and the shaie increased to 2.1% in 1998 (Table
3.23). Thailand’s market share in Japan ranked the 10" among the import

origin countries that year.

Table 3.23 Market share of Thai in Japan Unit: %

1989 | 1990 | 1991 | 1992 1993 | 1994 | 1995 | 1996 | 1997 | 1998

1.7 1.77 | 2.22 o] 2e55~ 27 2.98 ndi3 292 (282 (211
Source: JETRO

The key products that Thailand exported to Japan were Autoinatic
data processing machines and parts thereof. natural rubber. trozen
seafood, frozen poultry, radio-broadcast receivers, television receivers and
parts thereof. animal feed, sugar. telephone receivers and parts thereof,
electronic integrated circuits, processed seafood and processed and

tavored meat. -
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The products that Thailand was the top leader in the market were
processed seafood and sugar. The ones Thailand ranked second as the
market leader were frozen pouliry, animal feed, natural rubber, frozen

shrimps, and frozen fish.

Thailand gained more market share in Japan over the past 10 years
due to its comparative advantagé of lows labor cost. The reinforced
policies to encourage the foreign investmentan Thailand with privileges
and incentives resulted to the shift of pioduction base from foreign
countries especially from Japausinto Thailand. Part of the shift was the
production for export tofJapad, Meanwhile Thailand had developed
various forms of products’ aud applied new technology to upgrade the
quality of its agricultural pfoducts. which all attributed and improved the
status of competitiveness of Thailand in the Japanese market. As a result,
they improved the market share 13 Japai;. However the economic crisis in
Thailand caused the drop of market share in Japan. The share dropped
from 2.92% in 1996 to 2.82% in 1997. In 1998 the market share in Japan
dropped to 2.1% (Table.3.23).

Market share of Thailand products in Japan

Agricultural products
. 1. Frozen shrimps

FTable 3.24 Market share of Thai in Japan Unit: %0

|

1989 [ 1990 | 1991 1992 {1993 | 1994 | 1995 | 1996 | 1997 | 998
i i

|

17 1186 1192 1213 }21.5

207 1206 |15 112 |10

!
A

Source: J ETRO




Over those 10 vears under studv, the market share of Thailand’s
frozen shrimps in Japan was 17% in 1989 but dropped down to 10% in
1998. The declination of market share was from 1994 to 1998. They
were 20.7%, 20.6%, 15%, 12%, and 10% respectively (Table3.24).
Among those 10 tears, the market share peaked 1n 1993 was 21.5% and
lowest in 1998 was 10%. The market share trended downward from
1994-1998. In 1998, Thailand product/imported into Japan ranked the
fourth after Indonesia, India and Russia. The countries of origin that got
increased market share 11 lapan were Indonesia, India and Vietnam.

Russia lost its market sharean Japau.
2. Natural Rubber

Table 3.25 Market shareof Thai in Japan Unit: %

1989 | 1990 1991 | 1992 | 1993 | 1994.| 1995 | 1996 | 1997 | 998

3.3 39 6.9 7.3 T4 49 6.8 6.1 §9 8.4

Source: JETRO

Considering the past 10 years (1989;1998), the_ market share of this

product in Japan Was 5.3% in 1989 and increased to 8.4% in 1998 (Table

3.25). In during economic crisis (1997-1998), the market, share declined
- from 9.1%%n 1996 to '9%in 1997 following vear continlie decreased to
8.4%. Among those 10 vear, the market share peaked in 1996 was 9.1%
and lowest in 1990 was 3.9%. The import of this product from Thailand
ranked first among all countries of origin. Other countries who increased
the market shares were Singapore and Sri Lanka. Indonesia and Malaysia

got their market share decreased.



3) Sugar

Table 3.26 Market share of Thai in Japan Unit: %

, i
1989 | 1990 {1991 | 1992 | 1993 | 1994 | 1995 1996'!‘1997 998

154 143 1263 352 27 371 |35 |
i i 1

Lh
W

31 |326 |4

Source: JETRO

Over the past 10 vears..the market share of Thailand’s sugar in
Japan was 15.4% in 198Q.andat itucreased to 435.5% in 1998 (Table 3.26).
Among those 10 vear, the maiket share peaked m 1998 was 435.5% and
lowest 1 1990 was 4.3%. The market share trended upward in during
economic crisis (1997-1098) In 1998 the umport of Thailand sugar into
Japan ranked -first among all” stipplying couuntries. Other exporting
countries that increased the market share i, Japan were Australia, South

Africa and Brazil. The market share of Fiji declined.
Manufacturing Products
1) Automatic data processing machines and parts thereof

Table 3.27 Market share-of Thai in Japan 4 Unit: %

1989 | 1990, 1991 1992, |1993, | 1994, 1995, |,19961997 | 998

0.009 | 0.002" 0.009 | 3.8 0.17 ;0.5 1 1.5 12 | 1.27

Source: JETRO

The market share increased over the past 10 vears (1989-1998)
except in1993 and 1998. The market share decreased from 3.8% 111992
to 0.17% in1993 and declined from 2%in1997 to 1.27% in 1998. The
market share was 0.009 % in 1989 and increased to 1.27% in 1998 (Table




-
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3.27). Among those 10 vear, the market share peaked in 1992 was 3.8%
and lowest i 1989 and 1991 was 0.009%. The market share trended
downward in during economic crisis. The import of Thailand into Japan
ranked number six in the liét of origin countries. The first four were USA,
Singapore, Taiwan, and Malayvsia respectively. Singapore, Taiwan and

Malaysia increased their market share while USA got the share decreased.
2) Electronic integrated circuits

Table 3.28 Market share-of Thatin Japan Unit: %

1989 1990 | 1991 | 1992 /1993 11994 | 1995

03 |04 05 (03 /02 04 los 113 {11 113
|

Source: JETRO

The market share of this'product m Japanese market increased over
the past 10 vears. It waé 0.3% in 1989 and increased to 1.3% in 1998
(Table 3.28). The markei shase-got-to-the-peak-of the period under study
in 1996 and 1998 to the level of 1.3%. .The markeét share trended upward .
in during economic crisig period 1997-1998. In 1998 Thailand ranked
number nine of the drigin countries from where Japénese got the supply.
USA, South Korea'and Tatwan ranked number one to three respectively.
. The country, mereased the market share 1 Japan was Taiwan while USA,

South Korea and Singapore got their market share decreased.



3) Television receivers and parts thereof

Table 3.29 Market share of Thai in Japan Unit: %

. |
1989 | 1990 | 1991 | 1992 | 1993 {1994 | 1995 {1996 | 1997 | 998

0.004 22 2.6 168 | 152 |17.3 205 (202 |216 |186

Source: JETRO

Over the paét 10 vears dunng 1989-1998  ithe market share of this
product in Japanese marketwas0.004% in 1989 and increased to 18.6% in
1998 (Table 3.29). The share high increased in 10 vears period. During
economic period (1997-1998). the share was 19.2% in 1996 increased to
20.7% in 1997 and fell in/1998 to 17.4%. In 1998, Thailand ranked the
third among the countries from" where Japan imported this product.
Malaysia ranked the first apd China the second. China and Indonesia
increased their market share in Japan while Malaysia and South Korea got

the share decreased.
Key Competitors of Thailand in Japanese Market.

1) USA; It competed, with Thailand, in.the product.areas.of automatic data
processing machings and-parts thereof, frozen chicken, animal feed, frozen

fish, telephone.set.and parts.thereof, electroni¢integrated circuits.

2) China; It competed in the areas of fresh and processed seafood. frozen
chicken, television receiver, animal feed. telephone set and part thereof,

processed and favored meat.
3) Australia; It competed in sugar and animal feed.

4) South Korea; competed in fresh and procéssed seatood, television

recetver and electronic integrated circuit.
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5) Taiwan; Competed in automatic data processing machines, electronic

integrated circuit.

6) Indonesia; Competed with Thailand in the areas of natural rubber, fresh

and processed seafood and television receiver and parts thereof.

7) Malaysia; Competed in automatic, data processing machines, natural

rubber and television receiver.
8) Singapore; Competed in fiattiral rubber and electronic integrated circuit.

9) Philippines, Competed i frozen shrimp, clectronic integrated circuit,

and television receiver and parts thereof.

323 Trade Cooperationbetween Thailand and Japan

Trade cooperation which-could-be-sunmarized inio 3 Agencies/Institutes

as followings:

1. Japan External,Trade Oxganization, JETRQO. . This is the senu-
government. Its objective Is 1o establish ‘the-balance of trade between
Japan and thegother countries-in. the world, “JETRO is one of the key-

supporting agencies as it has supported many projects’in various forms 1.e.

1) Annual Co-operation Project. This objective of this project 1s to
develop and support the export, which is divided into 5 activities as

follows:

e Providing knowledge to Thar manufacturers through the

specialists from various areas of expertise.
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e Conducting market test for the products of Thailand in Japanese

market.

e Organizing the market survey in Japan for the trade delegation

from Thailand.

e Organizing the trade talk during the visits of Thailand’s trade

delegation.

¢ Conducting market survey in other markets outside Japan by its

specialists.

In the last 3-5 vears /JETRO has assisted in developing and
supporting the export of 6-7 products each vear. The activities of each
product differed according to its need and level of development. In 1996
JETRO reduced numbers of product down'to 4 but a key selective product

will be on-going developed for 3'consecutive vears.

2) Senior Trade Advisory Dispatching Progranmi. STAR. Under this
program, Japan provided its experts in the production and marketing areas
to educate and give advice to Thai manufacturers for the period of 3-6

months.

3) Domestic Trade Fair Participation Supporting Pregram. The

. program give€s supporf inparticipation of Thailand products,in JTapan.

4) Import Mission Dispatching Program. Under this program the
Japanese importers are invited to visit the trade exhibition in Thailand and

talk over possible trade between both countries.

5) Export to Japan Study Program. The program helps orgamzing
trips for the exporters of Thailand to visit Japan and to meet with the

Japanese importers/manufacturers as well as the concerned parties in order



to exchange the 1deas and collect the information regarding the production

and market in Japan.

6) International Houseware Show, Tokyo. The program supports
Thai producers/exporters of Houseware products to participate in the
Tokyo Exhibition Show. This program is managed separately from the

Domestic Trade Fair Participation Supporting Program.

2. The Asean Promotion Center,on Trade. Investment and Tourism,
APC. Its objective of «this geuter 1s to build up the international
relationship among the Asean gountries and Japan through the promotion
of trade, investment and tourism, The Japanese government supports 90%
of the capital while other Asean/countries bear the balance of 10%. The

key activities under this génter are:

1) The establishment of APC Permanent Exhibition Hall (PEH).
The hall will be used to exhibit the product samples from the Asean
countries and to provide information regarding trade. investment and

tourism of the Asean countries, too.

2) Supporting the participation of Trade Exhibition in Japan and
will support the exporters of Thailand to participate in the Exhibition.

3) Conducting the activities in Japan in order fo' promote the
 import of products' fiom" Asedn ‘coufitries' and“encourage ‘investment and

tourism 11 those countries.

3. Asian Trade Promotion (4TP) Forum. This is a forum among the
top executives from the agencies concerning trade promotion m Asian
region. The forum is organized each year to establish relationship and
sharing of experience as well as building up the collaberation among those

agencies. There are total 12 members comprising Japan. China, Taiwan,



Korea. India, Thailand. Sri Lanka, Bangladesh, Pakistan, Mongolia. Hong
Kong and Nepal.

The activities under this ATPF that concern Thailand are:

1) Asian Trade Promotion Activities Information Network
(ATRAIN). The program was established to encourage the exchange of
trade information among the member countries. JETRO is the coordinator

of the program.

2) Training Program der the Staif of International Trade Promotion
Agencies. The objective offthe program 15 to edueate and train the statf of
those concerned agencies from /flie member countries in order to extend

their capability and increase their related skills.

3) The establishmentof ATP Forum Bulletin. JETRO subsidizes all
expenditure to establish and issue. twice each year, the ATP Forum
Special Edition. The edition publicizes the information that obtained from
the member countries through their international trade promotion
agencies. The bulletin 18 established in the form of Supplement and is
distnbuted 1n together with the regular Newsletter of JETRO - Trade

Sco;ﬁe.

In conclusion the assistanCe from_Japan regarding the trade
promotion is' very béneficial especially the providing of specialists to
educate and help developing of the new products that meet the market
requirement. This offers the opportumity of market entrv into Japan.
Thailand exporters and manufacturers have opportunity‘to meet the
importers in various trade exhibitions and gained more information in
relation to Asian countries. The development of human resources

concerning trade promotion s recognized as well.



3.2.4 Strength and Weakness over Trade of Japan

Strength

Japan is very successtul in rapid development of the country
especially in the areas of trade and industry. It becomes powerful in the

world economy. The strength of Japaniis list below:

1) The Japanese businessman and-industrialist focused the use of
capital in R&D. There has been coantinuous development over
manufacturing technology’ They got Ingh  quality product. They
introduced many new peoduetsiinto the market. All those efforts brought

Japan to the world markef leader of various industrial products.

2) Japanese esfablished ‘the network “of information both
domestically and internationally. Thev integrated the business
horizontally and vertically.” wliich helped to establish joint-policies and
share mutual benefit between the government and the private sectors and
also among the privaté firms:—This aiso-increased the bargaining power

either as a buver or as a seller in the international market.

3) Japan 1s-one the wealthiest, countries, in-the world. Due to the
high ratio of saving, the capital 1sabundant and costs lower than in other
" countries. Japan is thesefore-able 10, invest tor longterm., They could
mnvest to enter into the new markets or to compete in the market by
otfering low prices or offering credit terms at low interest rate. This gives

Japan the competitive edge over others in the world market.

4y The market conduct of Japan exists strongly the close
relationship (Kewretsu). They all rely and support each other in most areas
such as manufacturing, financial and distribution. They trade among the

group in many products such as motorcar, electrical appliance, cosmetic,
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camera and photographic matenals, medical products. etc. This becomes

a barrier for others to enter into Japan market.

5) The management style of Japan offers the employees to
participate in decision making process. The employees are therefore
dedicated and disciplinary. They work hard as a strong team. This makes

Japanese firms efficient and produetive.
Weakness

1) Japan is geographieallytveak | It is scarce of natural resources. It
relies on the import of raw mdateral for industrial use. The dependency
level to the import of natufal fesource is veryv high. The agricultural land
is limited and the harvest/s far under its domestic consumption i.e. its
food production could Tulfill lonly71% ot the domestic demand. At
present Japan is the industrialized eountry who imposes very high rate of
subsidy and protection to its agrieultural sector. Under GATT agreement,
Japan will have to change the structure of its agrieultural production. The
reduction of subsidy and protection will put Japan in the status of more

dependence to the importof food and raw material from other countries.

2) The poténtial of Jdpanéese competitiveness declines as a result of
Yen appreciation. Japane.se products become more expensive especially
. when accotntitig ‘1t i) S déllar,) which/is undefvalbed. 2 The export of
Japan will slow down while the imported products will be able to compete

better in the Japanese market.

3) The development of social and economy changed the structure of
economy and trade of the country. Some industries had to go out of the
business. They lost the comparative advantage as they are short of labor.

The labor could choice the types of job. They objected dirty, dangerous
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and difficult works. They tend to switch to the service sector. where
demand is high and working condition is more pleasant, and the advanced

technology industries, which require intensive use of capital and highly
skilled labor.

3.2.5 The Trade Regulations of Japan

Japan imposed many laws and regulations in order to control the
imports, which involve anany” Ministries. As iost of the problem of
Thailand regard to agricultugal products, Thailand then has to connect with
the Ministry of Agricultiire/aud the Ministry of Public Health of Japan.
Over 80% of Thailand exporters donot know impert regulations and leave
with the Japanese agents to/matiage. It'is important to publicize this
information to the exporters and the concerned parties in Thailand so that

all procedures are correctly followed.

Import regulations

The principle law that controls the import 1s the Foreign Exchange
and Foreign Trade;Control-Law. .MITLis in ,charge. of the import control.
It co-ordinates with the Ministry of Finance, Custom Department and The

Central Bank of Jépan.

Goods required import permit. Many kinds of goods are imported

under quota and require the import permit or they are imported from the
origin countries under the control lists. Japan imposes the import quota of
some kinds of goods. For instances, tapioca starch quota ts 150,000 tons
per vear at the tariff of 25%. Precious stones and decorative get the GSP

under the value quota of Yen 4,300 million. The non-quota import will
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tace 6% import tariff. Moreover. there are import quotas imposed on rice,

wheat, barley and some milk products, etc.

Goods prohibited to import. Japan prohibited the import of some

agricultural products in order to prevent pathogen and animal disease,
which may contain in the imported goods from the origins such as
vegetables. fruits and amimal products. | For instance. Japan allows the
import of unripe banana only. As the ripeOne may contain insect, Japan

thus prohibits the import.

The regulations eoncermnng satety and standard of product. Japan

imposed regulations ' regarding, to the safety and standard of some
unported products suchas/food and beverage. food additives. This is
under the responsibility of Mimstry of Public Health. For example, the
level of anti-biotic contamination in the seatood product must be zero. If

found, the consignment will'be destroved.

The regulation is concerning packaging and labeling. Japan allows
the packaging of any. inaterial, which is safe. and ¢nduring to transport
conditions except the packaging that the material is made of straw.
Regarding labeling, Japan has strict coifitrol over the labeling especially

the food products.

Inspection.” | Japan imposed ‘the st ‘of products requiring strict
inspection siich as plants and animals in order to control pathogen and
animal disease. The imports must be fully inspected and obtain the
certiticate from the governmental agericy of the origin countries that Japan
has qualified. The examples of plants under inspection are cereals, beans,
vegetables, fruits and fresh flowers. The examples of animal under
inspection are chicken, duck. goose as well as séme animal products such

as honey.



Standard of product. There are 2 types. which are:

1) Imposed standard. This covers the products under 13 kev laws

that enforce the use of standard marks. There are 2 marks i.e.

- S mark: for the safetv of products such as electrical

appliance, toy and sport equipment.

- SG mark: for the safety of products such as stroller, walking

stick and motorbike.

2) Voluntary standards” Jhe standards that were established by the

government and private'sectors are;

- Japanese Agncultural Standards, JAS : This standard

mnvolves agriculture and forestry and isiresponsible by The Ministrv of

Agriculture. The standard mainly focuses. on food products both locally

produced and imported. It covers the labeling that informs the product

quality and product content.

e The problems forn trade regulations of Japan

Japanese trade relations ‘were that Thailand had deficit balance of trade

with Japan. The deficit wasthigh and trended upward. The growth rate of

export to Japan was lower than the-growth rate'ef import from Japan.

The problems from many regulatios as following:

o Japanese' consumers ‘wereCvery strict' to the quality ‘of 'the products
while Thailand’s products for export had limitations and constraints to
meet the quality requirement. Thus Thailand products could not grow
well 1n Japanese market. _

o Japan has committed to lessen the imported barriers under the trade
and tarnti agreement. Japan had reduced the tariff rate to the very low

level and also proceeded many activities to promote the import of
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products. However. there were still the non-tantY barriers as well as
the market structure and business conducts, which obstructed the
market entry of Japan. |

Some applications did not support the export of Thailand. One was
the measure to incentives the investment for export, especially the
waiving of import tax for raw materials and parts that were used for
export products. Another example was the business tax calculation
that allows using cumulative loss in thé previous years deducted trom
the profit. Theyv encouraged the transfer of profit of the multinational
companies by declaring evVerprices of raw materials and under values
of the export produets. This helped to increase loss in the account that
could be deducted from the profit. . While the local producers of
intermediate products'and the parts had to bare higher business tax.
they could not competewith the:nmported ones. In conclusion, the BOI
privileged firms did not really add the eXport value to the country. As
é result, the import increased while the export declined. The final
consequence was the deficit balance of trade agatiist Japan, which was
the largest source of foreign investment. and also the deficit trade over

the rest of the world.
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