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ABSTRACT

STUDY OF PROBLEMS IN SMALL AND MEDIUM-SIZE FACTORIES

(TRACTOR INDUSTRY)
Chuvej Chansa-ngavej

A 1978 survey shows that 99 percent of the factories in Thailand
may be regarded as small to medium-size industry. The development of
these factories is therefore vital to the country. However, previous
studies find that management of the typical small to medium-size factory
unfortunately lacks the training and expertise to improve its operation
anﬁ would welcome outside help from government apencies, edudational
institutions and others, This afudy ig pért of the efforts to fulfill
such needs. It focuses on the tractor industry since most of the 100 or
so factories in this industry are typical of the family-owned small to
ﬁedium—size factories in Thailand, and the industry is currently plagued
with a myriad of problems and needs {mmediate attention from all concerned.
The aim is to study the problems and set the guidelines for the improve-
- ment of the tractor factories in the areas of prodﬁﬁtivity improvement,
energy saving,'marketiné and finance. The study is divided into two parts.
The first part is conducted through the use of a six-page questionnaire,
“while the second part consists of field visits to a number of selected
factories to iron out the most appropriate suggestions for improvement.
Among the ﬁﬁmerous recommendationsy jthe most important one is the suggest-
ion that the housing for gears be standardized and manufactured centrally
for use by all tractor assemblers throughout the country. Other
~suggestions for improvement are listed covering produétion, energy conser-
vation, marketing and financial problems that are encountered by the
entrepreneurs. Last, but not least, are the guidelines for the public
sector to follow in its attempt to assist and promote this type of

industry.
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1. INTRODUCTION

“Small rural industries” in this paper specifically mean small manu-

~ factories situated in the rural area of developing countries such as Thailand.
1t has been pointed out elsewhere (see, for example, Chansa-ngavej, 1980) that
the development of this type of industries is vital to the &conomic well-being
of developing countries, but management of small factories unfortunately lacks
the training, experience and expertise to improve its operating system and would
welcome outside help from government agencies, educational institutions and the
like. The assistance needed {s concerned with the transfer of "appropriate
managerial ‘technology" to the rural industries in order to enable the entrepre-
neurs to see their problems clearly and s6lve them with their own resources by
the most economical means available. 'Thisfpaper concentrates on the ways and
means of transferring such technology sa/as 46 achieve the end results mast
effectively according to the.expressed desire ofethe end users. This objective
is reached by conducting awsurvey of a'typical~small rural industry, namely the
power tiller producers in ThaiTand. ‘ : e

.‘/ /‘

RIPTLON \os THE TNDUSTRY.
The 1979 listing off|
than 107 manufacturers scafter g*ﬁh?eugﬁoht the country. More than 80% of this
nunber are factories Tog in’ the wrural area outside Bangkok. Most of the
factories are small fanilysowned operations with a total production of approxi-
mately 50,000 units per amhum or 500 units a year each. Most of the owner-mana-
gers are not formally-train iﬁdhit'is;g$tiyated-that more than 80% of the
factories have no prﬂper1y:¥§fﬁa&e§;t¢ghﬂf {ans (Meekun-eam, 1979) Moreover, it

is virtually the same whethe "thegggkeu¥é;§gr factories with an annual output
of 4,000 units or smaller fa€tonies producingya mere 50 units a year. That is,
each unit is fabricated and hand-assembled on an individual basis and the parts
are often not interchangeable. Iniall- of the above aspects, the power tiller
industry is in fact representative of small rural 1ndystries in Thailand in
general and it is chosen for the present study partivohecause of this reason.
This type of industry; oreover, is in need of urgent assistance because it is
now facing a stiff competition from power tillers imported from such country as
China. The imported Unigs are priced Tower partly hecause of the low import
duty on agricultural machinery and their quality is generally regarded to be as
good as, if not superior to,glocal products. '

3.0 SCRIPATON | OF | The| SORVEY |

A six-page questionnaire was mafled to each=af the 107 mamufacturers on
the available QASE iM-Juie 4981 <The Quesitiofinaiye) is (diviged)into five
sections: status of respondants,oproduetion problems) (marketing problems,
financial prgblems, and the assistance required. The last section, the only
one of interest to the paper is composed of three questions, the first one
asks the respondents to tick the organizations they have had contact.w@tb or
received assistance from. The purpose here is to see the type of specific
organizations”in contact with the power tiller manufacturers at present. _The
second question is concerned with the areas of assistance required for this
type of industry. Finally, the third question deals with the methods preferved
for the technical assistance or dissemination service.

¥po y?itiﬂjgr factories in Thailand consists of no less W



4 SURVEY RESULTS

: 0f the ID? quest1onna1res mailed out, a start11ng number of 14 were
“returned to the sender because the factories have closed down or they have
changed their 1ine of business. This reduces the number of factories Supp@sed]y
in operation to 93. Of this last figure, a total of 15 questionnaires were
received, making the response more than 16 precent. The size of the response is
considered satisfactory since quite a few of the factories not respond1ng to
the questionnaire have in all probability been out of business during the last
few years given the prevailing economic conditions. The actual response is
therefore most 1ikely to exceed 20 percent of the factories in operation. Of
all the respondents, 80 percent are located in the rural area and the rest are
in Bangkok Metropolitan. - This percentage is in fact in the same propartion as
the rural/metropolitan proportion @f the’ s@%ipe population for this type of
factories. i :’, ]

- Tables 1 - 3 show the, nesults of .the respandents answers to the question-
naires on the aspects of dissemination Ff technelogy

h{wuns Céptacted iny the Past

0rgan1zat1eniég’f£/<[ 4 _

) I Agricu1tura? EngineeringDiyi 'cn Hi s%ry of . 33
Agriculture and Cebpefa ves= 4,

2. Industrial Services Divigt Hinrstﬁyjﬁf industry ] 27

Table 1 Or

Ny, -

% aof Respondents

a».t "

3. Power Tiller Manufacturers’ Gronpiof Tﬂd&iand _ 20
4. International Rice Research IH&IIIBte (Eﬁﬁig 7
the Philippines e ZT" =
‘(/, Ny "ﬂ""'

5. Bank of Thailand b - i 1;/

. Uni vers tf 7= 21
6. Kasetsart Universi {J{ ; _ gLJ
7. None Contacted i T i 27
8. Abstain -, - 20

Table Q-Areas*df'ﬁssisianee Required ©
: % of Resgpnﬁeﬁis
10 e/t Teauipaiart o
_ Greatest Great Mediumﬁlitt1e Least
1. Tariff Protection against 60 4 =2 7 7
' Imported Products e :
2. Deduction of Import Buty on Raw 20 20 13 0 0 47
Materials _

3. Tax Rebate for Manufacturers . 27 2 13 13 0 40
4. Production Management Techniques 27 20 7 7 0 40
5. Financial Management Techniques 27 20 13 7 7 27
6. Marketing Management Techniques 27 . 7 20 13 0 33
7. Market Expansion 27 13 % 27 %) 351 13
8, Training of Skilled Labuurers 27 13 7 13 7 33
9. Business News and Information 27 7 27 7 0

33




Table 3 Forms of Assistance Required

Forms of Assistance % of Respondents
1. Inspection Tour of Successful Factories 47
2. Pamphlets, Magazines or Newsletters 33
3. On-Site Consulting Services 27
4. Seminars and Training Courses 27
5, Technical Manuals and Textbooks 20

5. DISCUSSION OF RESULTS

Results from Table 1 indicate  vepy ‘clearly the need for educational
institutions, particularly engineering sch ]fb,to play a more visible role in
the process of dissemination of technology to'rural industries. As shown in
the table Kasetsart University-is the only edlictional institution mentioned by
the respondent to have had ‘previous confact-with them. Yet, it is mentioned
by a mere 7 percent of the #esﬁqndents } It is a1sn~siqn1f1cant to note that
more than a quarter of the le“factories have neyer been contacted, let alone
assisted, by any organizatfonsehhdtsoever.. The results of this sect1on of the

#vacuum St111 existing Tn the area of technolegical
0. Smﬁlt rura} 1ndustries ;

‘ qh services is established, it is interesting
| Eénte ,areymost needed by the potential reci-

: in Tablel 2. Leaying the first three items on
import tar{ff, duty and tax pebate aside sinde they are rather specific and of
interest only to this partik']?% type of 1ﬁ ustries, and also because their
solutions have more to do with'the=govern fiscgl policies; financial and
production management technigq eS/ére top nn;iﬁé 1ist of the requirements, with
47 percent of the respondents earnégxﬂy ¥ sting assistance in each of the
topics (27 percent require the assiStance with greatest degree and 20 percent
tick on "great"). Fol10y1ng close behlnd are the requifements for marketing
management techn1qJes,j : ; -"gd/business news and
information, each w1th-a¢prox1mately equal degree of regliirement.

to find out which areas of
pients. The answers are

Next in the survey LB on the "how" of the d1ssemination service. The
manufacturers themselves appear to have a consensus of opinion that the
dissemination of technology ifithe ferm of a guidad tour of medel or successful
factories is the most appropuoiate pmey g Shds) nesult comes@as no surprise and
coincides well with{a well-known|strategy of industrial development which may
be termed *modal strateqy of industrial development" whereby aids are poured in
for a selected _factory in_the region and improvement are expected to seep
through to othen/factbries it that ragﬁﬁhautomatica11y via imitation or other
means. The survey result fere'sdems o Andicate, Howevery tha® Snspection tours
are needed to facilitate better transfer of technology from medel factory to
others in the area so that all manufacturers benefit from the assistance schene.

Distribution of pamphlets or magazines is the second avenue suggested for
the dissemination strategy, followed by on-site consulting services, seminars
and training courses and publication of technical manuals and textbocks. Such
preferences may be better understood if it is realized that most of the small
industry entrepreneurs in the rural area are not well-educated and have an
inherent distrust for government officials. They also cannot, or believe they
cannot, afford the time to attend seminars and training courses away from their
plant since they are the only one in charge at-the factory.



All their employees are less educated and no decisions in the factory can be

made without the presence of the owner-manager. Thus simple, easy-to-read

~ pamphlets are preferred to complex textbooks and manualis. The above facts alsc
explain why servicesin the forms of on-site consulting and seminars or tra1n1ng

courses are not rated highly by the respondents.

It is in the author's opinion, however, that on-site consulting services
can and should be used effectively as a means of dissemination of technology,
albeit to a somewhat Timited extent. This extent depends largely on the
consultant's ability to create trust and understanding on the part of the manu-
facturers. Once this feeling of trust is established, on-site consulting will
be one of the most effective methods of assistance. :

6. CONCLUSION

A survey is completed of more thén mall power tiller manufacturers
located largely in rural Thailand. The a _7[ to find out who has, and who
has not, been providing teuhﬁﬁ]ﬂﬁica] serviees_and dissemination of information
to this representative industry; what assistancesis required and how it can be
done. The results 1nd1ca§e—¥ﬁat’a Jot more could be done by educational insti-
tutions in particular in thise¥eg@rd. |The areas of assistance that should be
concentrated on are pinped -~fvfﬁ,be financial and production management
techniques. Finally, the dfssemination)is preferred to be in the form of guided
tours of successful factories and stribgtﬁan of paMphTets while on-site
consulting services cannoig 8
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