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Chapter 4

F ro m  lo o k in g  at the  co m p a ra tive  advantages in  the e a rlie r chap te r (ch a p te r 3), it  

can be seen th a t T h a ila n d  and M a la y s ia  had co m p a ra tive  advantages w h ile  Ind o n e s ia  

had co m p a ra tive  d isadvan tages in  te rm s o f  R C A  in d e x  and e x p o rt va lu e  in  IC  and 

parts. D esp ite  the co m p a ra tive  status o f  those m e n tio n e d  co u n trie s , th is  ch a p te r w i l l  

in v e s tig a te  the co m p e titive n e ss  o f  the  in d u s try . S ince i t  is k n o w n  th a t those 

m e n tio n e d  co u n trie s  have co m p a ra tive  advantages, th is  chap te r w i l l  in v e s tig a te  

w h e th e r the in d u s try  in  the p a r t ic u la r  co u n trie s  is c o m p e titiv e .

In  a n a ly z in g  the co m p e titive n e ss  in  the S e m ico n d u c to r In d u s try , M ic h a e l P o rte r ’ s 

D ia m o n d  M o d e l w i l l  be a p p lie d  to  sup p o rt the ana lys is . T he  D e te rm in a n t o f  the 

N a tio n  C o m p e tit iv e  A d va n ta g e  (P o rte r ’ s D ia m o n d  M o d e l)  w i l l  be p resented  f irs t .  

F o llo w e d  b y  the  S W O T  ana lys is  fo r  the c o m p e tit iv e  advantage o f  M a la y s ia ,

In done s ia , and T h a ila n d .

4.1 The Determinants of National Competitive Advantage

T he  D e te rm in a n t o f  N a tio n a l C o m p e tit iv e  A d va n ta g e  in  the s e m ico n d u c to r 

in d u s try  is p ro v id e d  in  the  fo l lo w in g  section . F ig u re  4.1 show s the p a tte rn  o f  the 

D e te rm in a n ts  o f  N a tio n  A d va n ta g e  and h o w  the D e te rm in a n ts  o f  N a tio n a l A d va n ta g e

w o rk .



F ig u r e  4 .1

T h e  D e te r m in a n ts  o f  N a t io n a l  C o m p e t i t iv e  A d v a n ta g e
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I .  F a c to r  C o n d it io n  o r  F a c to rs  o f  P ro d u c t io n

Factor C ondition or Factors o f  Production are nothing m ore than the inputs 
necessary to com pete in any industry, such as labor, arable, natural resources, capital, 
and infrastructure. On the other hand, in order to explore the role o f  factors in the 
com petitive advantage o f  a nation, the concept m ust be m ade m ore m eaningful to 
industry  com petition. Factors o f  production  are often described in very broad term s 
such as land, labor, and capital, w hich are too general to bear on com petitive 
advantage in strategically  distinct industries. Factors can be grouped into a num ber o f  
categories as hum an resources, physical resources, know ledge resources, capital 
resources, and infrastructure. T hailand’ร, M alaysia’s, and Indonesia’s hum an 
resources physical resources, know ledge resources, capital resources, and 
infrastructure are considered in this study.

H u m a n  R e so u rce s : the quantity, skill, and cost o f  personnel, taking into account 
standard w orking hours.

T hailand: H um an R esou rces
H um an resource is one o f  the m ost basic im portant factors in the IC industry  

because the developm ent and transfer o f  technologies is essential to the grow th o f  this 
industry. In order to expand the sem iconductor industry, it is necessary to train 
unskilled labor into sem i-skilled and skilled labors. Thailand has an advantage over 
other industrial countries due to the fact that m ost o f  its population is unskilled to 
sem i-skilled. C om petitive laborers can be trained at low  cost, on a particular task, and 
becom e skilled-laborers. The over supply o f  labor also results in a low cost o f  hiring.



The average com petitive w age for sem i-skilled labor is approxim ately  US $
150.00- 200.00, Skilled-labor such as technicians earn approxim ately  US $ 300.00-
400.00 per person and professionals such as engineers US ร 600.00-700.00 
( W alsent E nterprise Co, Ltd.,) (the code rate currency 1 US dollar equals to Baht, 
C itiebank, T hailand, at 1997, D ecem ber 19).

M a la ys ia : H um an R esou rce
M alaysia has less advantage in hum an resources com pared to Thailand because 

M alaysia has less population  and w ages are higher.

T hailand has a population o f  60.2 M w hile M alaysia has only 19.9 M. From  an 
Econom ic R eport 1990/91, the M alaysian M inistry o f  F inance reported that M alaysia 
was facing w ages pressure (w ages increase) and it was becom ing stronger. The 
M alaysian E m bassy quoted the approxim ate wage rate for sem i-skilled labor as us$
236.00- 350.00, for skilled labor approxim ately  us$ 270.00-375.00, and for 
professionals, us$ 650.00-750.00( the code rate currency 1 US dollar equals to 3.79 
R ingit, from  C itibank Thailand, at 1997, D ecem ber 19) O ne o f  the im portant reasons 
for the general increase in w ages was the shortage o f  the skilled and sem i-skilled 
labor.

In d o n esia : H um an R esou rce
Indonesia has the m ost advantages in hum an resources com pared to both 

Thailand and M alaysia because Indonesia has a greater population. In 1996,
Indonesia had a population o f  202.9 M w hile Thailand had 60.2 M and M alaysia 19.9 
M. Also, Indonesia has the low est cost o f  labor for skilled, sem i-skilled, and 
professional labor. The Indonesian Em bassy quoted the approxim ate w ages o f  sem i
skilled labor as us$ 120.00-170, and skilled labor as us$ 200.00-300.00 , and for
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professionals such as engineers, us$ 263.00-350.00 ( the code rate currency 1 Us 
dollar equals to 5050 R upias, C itibank, Thailand, at 1997, D ecem ber 19).

K n o w le d g e  R e so u rce s : the nation ’s stock o f  scientific, technical, and m arket 
know ledge w ith a bearing on goods and services. T hailand’s, M alaysia’s, and 
Indonesia’s know ledge resources o f  the sem iconductor industry  will be analyzed in 
the follow ing section.

Thailand: K n o w le d g e  R esou rces
The N ational E lectronic and C om puter Technology is under N EC TEC  w hich 

serves as a national electronic and com puter technology provider for the w hole 
country. It aim s to enhance capability  to telecom m unication  authorizers to be able to 
export com petitively  at international levels. In reverse, the Board o f  Investm ent (BOI) 
acts as stim ulator for foreign investors, specifically  those advanced in electronics that 
include the sem iconductor industry and hi-technology, to invest in the Thai m arket, 
w hich w ill eventually  bring technology transfer to local hum an resources. This w ould 
provide an overall boost to developm ent in the electronic-techology industry  and 
encorage it to be m ore dynam ic. Per contra, there is an urgent need to build  m ore 
solid m arketing  inform ation on international databases to w iden T hailand’s 
opportunities in the w orld inform ation highw ay.

M a l a y s i a :  K n o w l e d g e  R e s o u r c e s

C om pared to T hailand, the M alaysian G overnm ent has continued to provide 
better and stronger support tow ard the industry. Since the early 1970s, as the US 
sem iconductor m akers w ere relocating their labor-intensive assem bly operations to the 
developing countries, the M alaysian governm ent set up m any organizations such as 
the M alaysian Industrial D evelopm ent A uthority  (M ID A ) w hich aim s at developing
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and estab lish ing  local research, transferring technologies, and im proving the quality o f 
its products. This was follow ed by The Penang Skills D evelopm ent C enter (PSDC) 
w hich is a good exam ple o f  the forward thinking that has propelled the industry.
PSDC is a public-private sector jo in t venture. It was given tax exem pt status while 
m uch o f  its equipm ent is donated by the industry. It provides train ing courses not ju s t 
to its m em bers, but to the entire m anufacturing sector. As a non-profit organization, it 
has em erged as one o f  the leading training institutes in M alaysia, becom ing a model 
for o ther countries to follow . It has successfully established form alized 
apprenticeship  program s for electronic engineering. M oreover, the country also 
founded the S tandards and Industrial R esearch Institute o f  M alaysia (SIR IM ) whose 
m ain purpose is to effectively  train its labor force to use com puter aided program  in 
order to increase the expertise volum e at a low cost o f  labor.

In d o n esia : K n o w le d g e  R eso u rce
Indonesia has a very lim ited know ledge resource. C onsidering both the 

developm ent plan and the governm ent policy, Indonesia does not em phasize the 
transfer o f  technology , the training o f  its people, nor the expert capabilities o f  this 
industry. Indonesia does have a Research and T echnology Policy but for different 
purposes. The M inister o f  R& D  believes Indonesia should becom e a regional aircraft 
m anufacturer. His concentration is on the aircraft m anufacture not the sem iconductor 
industry.

P h y s ic a l R e so u rce s : the abundance, quality, accessibility , and cost to the nation 
in supplying the given industry. Physical resources o f  the three m entioned countries 
can be defined as follow s.



T hailand, M a la ysia , a n d  In don esia
There is nothing to d istinguish, in term s o f  physical resources, betw een these

countries. This is because all three countries do not have their own technologies 
which w ould allow  them  to produce their own IC and parts. The BOI has m entioned 
that 99 percent or m ore o f  the raw  m aterials are im ported from  o ther countries such as 
the USA , Japan, and Singapore.

C a p ita l  R e s o u rc e s : the am ount and cost o f  capital available to finance an 
industry

T hailand, M a la ysia , a n d  In don esia
There are no differences betw een the three m entioned countries because all three 

are production-bases for either foreign or jo in t-venture sem iconductor com panies such 
as com panies from  the USA , Japan, or Taiwan. Thus, the capital resources o f  the 
sem iconductor industry  will m ostly  com e from  outside o f  the country.

I n f r a s t r u c tu r e :  the type, quality, and user cost o f  infrastructure available that 
affect com petition , including the transportation system , the com m unication  system , 
and so on.

Thailand: In frastru ctu re
The Investm ent Environm ent in Thailand: the Infrastructure Situation, the Board 

o f  Investm ent (B O I) has over view ed the result o f  T hailand ’s phenom enal grow th, and 
highlighted that the K ingdom ’s infrastructure has been pushed to the limit. Econom ic 
grow th during the Sixth Plan, 1987 to 1991, was m ore than double the original plan 
targets. E xpenditures on infrastructure accordingly fell below  the required levels and 
adjustm ents have taken place w ith a tim e lag. D em and for telecom m unications
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services, especially  in B angkok, outstrips supply. The reserve m argin for electrical 
supply has been low  at tim es. A dded to these constraints is B angkok’s ta riff
congestion.

The governm ent, well aware o f  the constraints on econom ic grow th posed by the 
infrastructure bottlenecks, responded quickly with an increase in investm ent outlays 
for infrastructure during the Sixth Plan period o f  m ore than 30 percent. In the Seventh 
Plan period (1992-1996), expenditures on infrastructure are expected to increase by 
alm ost 150 percent over the levels in the Sixth Plan. Particular em phasis has been 
placed on telecom m unications and transportation.

Thai infrastructure, transportation, and com m unication have developed steadily 
in the past. Thailand has four international airports located in Bangkok, C haing mai, 
HatY ai, and Phuket beside forty-five train destinations from  o f  the city, B angkok and 
even m ore outside o f  the city. M oreover, Thailand has forty-six seaports in and 
outside o f  the city. It has expanded its industrial estate projects to support and 
develop the Thai IC industry.

M a la ys ia : In frastru ctu re
O ne o f  the reasons for M alaysia’s success in the past three decades is its steady 

support o f  infrastructure. The M alaysian Plan has devoted about 20 percent o f  its 
expenditure tow ard the build up o f  the coun try ’s infrastructure.

W hen, w ith the 1968 Investm ent Incentives A ct (IIA), the governm ent had began 
to court foreign investm ent, an efficient infrastructure becam e one o f  the m ost 
pow erful incentive packages. The governm ent built up roads for the transportation  o f 
equipm ent, m aterials and goods, and it created the Free Trade Zone (FTZs).
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In don esia : In frastru ctu re
The article in B ank Indonesia m entioned that, as econom ic activity  in Indonesia 

has grow n in com plexity  and sophistication, so has the infrastructure required to 
support it.

The sheer size and rem oteness o f  Indonesia’s territory has posed enorm ous 
challenges to nation-build ing and econom ic developm ent. The task o f  effectively  
m anaging and governing a country as spraw ling as Indonesia has required  m assive 
investm ents in advanced system s o f  transportation  and com m unications in order to 
bring people and resources together.

Indonesia’s econom ic planners also realize that adequate infrastructure is an 
absolute precondition  for sustained econom ic developm ent. H ence, the governm ent 
has w orked from  the beginning to provide effective com m unications, transportation  
and all support services necessary for a sound business environm ent.

The upgrading o f  telecom m unications and transportation system s is given high 
priority  in Indonesia’s annual spending allocations.

From  Indonesia to 1991. (1987) the E conom ist Intelligence U nit m entioned the 
inclusion o f  m ajor funding allocations tow ard im proving highw ay, rail and air 
transportation as well as all w ater-bound traffic. Railw ays serve as a vital link in 
freight and passenger transportation on the islands o f  Java and Sum atra. C urrent 
program s are geared tow ard expanding and im proving existing services. G aruda 
Indonesia, the na tio n ’s flagship airline, has undertaken a new  strategic push into 
expanded international operations and im proved custom er services.



O ut o f  Indonesia’s 90 seaports, three - Jakarta, Surabaya and M edan - offer the m ost 
m odem , large-scale container-handling facilities; another 30 have lim ited container
handling capacity. To accom m odate the coun try ’s m ove into w orldw ide export 
m arkets, m ajor upgrading projects are currently under way.

I I  D e m a n d  C o n d it io n

The second broad determ inant o f  national com petitive advantage in an industry 
is hom e dem and conditions for the industry’s product or service. H om e dem and 
condition  had som e influence in nearly every industry. The broad attributes o f  hom e 
dem and are significant: the com position or nature o f  buyer needs o f  hom e dem and, 
and the size and pattern o f  grow th o f  hom e dem and are transm itted to foreign 
m arkets.

H o m e  D e m a n d  C o m p o s it io n

The m ost im portant influence o f hom e dem and on com petitive advantage is 
th rough the m ix and character o f  hom e buyer needs. It is im portant to analyze the 
hom e dem and o f  these three countries in the sem iconductor industry  as follow ed:

Thailand, M a la ysia , a n d  In don esia
These three countries do not have dom estic dem and for the IC industry  because 

they do not produce high-technology products such as com puters, m obile phones, etc 
M ost o f  the IC industries com e from  foreign com panies, m ostly transnational 
corporations, who w ant to transfer their operations to countries w ith cheaper labor in 
order to reduce som e o f  their costs. It can be said that the sem iconductor industry in 
these countries w as not initiated to respond to local dem ands, instead the m otivation 
for this relocation  was from  the am ple and low labor cost that existed.
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D e m a n d  S ize  o r  P a tte rn  o f  G ro w th

Provided that its com position is sophisticated and anticipates international and 
not ju s t dom estic needs, the size and pattern o f  grow th o f  hom e dem and can reinforce 
national advantages in the sem iconductor industry.

T hailand, M a la ysia , a n d  In don esia
The sem iconductor industries in T hailand, M alaysia, and Indonesia are all export- 

oriented industries. Their largest trading partners are the USA , S ingapore, Japan, and 
H ong K ong. As m entioned in the previous chapter, trends in dem and for IC and parts 
are rising and the export volum es to those countries are also increasing because the 
M alaysian IC industry  is m ore com petitive than that o f  o ther countries in A sia such as 
T hailand and Indonesia due to the better support o f  M alaysian governm ent policies 
and fram ew ork w hich w ill be analyzed later in this chapter. Therefore M alaysia has 
the largest m arket supporting its IC industry  follow ed by Thailand and Indonesia, 
respectively .

I l l  R e la te d  a n d  S u p p o r t in g  In d u s t r y

The third  broad determ inant o f  national advantage in the sem iconductor industry 
is the presence in the nation o f  supplier industries or related industries that are 
in ternationally  com petitive.

T hailand, M a la ysia , an d  In don esia
As m entioned  previously  all three countries are IC assem blers not real product 

producers. The supporting industries are sm all in num ber. The m ajor supporting 
industry  is found in sm all and m edium  entrepreneurs. T hese segm ents carry on 
partial production  processes instead o f  im porting w hole products.
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I V  F ir m  S tra te g y , S t ru c tu re  a n d  R iv a lr y

The fourth broad determ inant o f  a na tio n ’s com petitive advantage in the
sem iconductor industry  is the context in which firm s are created, organized and 
m anaged as w ell as the nature o f  dom estic rivalry.

Thailand, M a la ysia , a n d  In don esia
M ost o f  the investm ent in T hailand’s, M alaysia’s, and Indonesia’s sem iconductor 

industries are transnational corporations from  the U nited States and Japan. These 
countries transfer their production-bases to developing countries due to the low er 
cost o f  labor and raw  m aterials. The firm s strategy, grow th, and structure are 
dependent upon their head quarter com panies w hich are located in those m entioned 
countries. Local com panies will produce IC and parts according to guidelines from  
parent com panies. It can be said that the sem iconductor industry  does not have its 
own m arketing, it relies m ainly on the parent com pany’s policy  and strategy. As a 
result, T hailand ’s, M alaysia’s, and Indonesia’s sem iconductor industries are not 
always stable since parent com panies are capable o f  changing or m oving their 
production bases i f  they find better benefits and better returns in o ther countries. 
Factors w hich m ay alter their production  bases are cheaper raw  m aterials, better 
governm ental support policies, cheaper cost o f  labor, better infrastructure. W hether a 
coun try ’s com parative advantage w ill last or not depend upon those m entioned 
factors.

Therefore, in order to protect T hailand’s, M alaysia’s, and Indonesia’s present 
com parative advantages, these countries they are required to have specific strategies 
and policies in order to support and em phasize the com parative advantage o f  the 
country. M oreover, the governm ents o f  those m entioned should directly  support IC 
research and developm ent sectors.



Tw o others factors besides the four D eterm inants o f  N ational A dvantage: Role o f 
Chance and Role o f  G overnm ent
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Role o f  Chance
The determ inants o f  national advantage shape the environm ent for com peting in 

particu lar industries including the sem iconductor industry. Chance events are 
occurrences that have little to do w ith circum stances in a nation and are often largely 
outside the pow er o f  industries. Exchange Rate is counted as the role o f  chance that 
effects the m ovem ent o f  the sem iconductor industry.

E xch an ge R a te
1) W orld  E xch an ge R a te
The m ajor change in the w orld exchange rate, especially  the strengthening in 

1993 o f  the Y en and T aiw anese dollars raised the cost o f  labor and cost o f  
sem iconductor assem bly  dram atically. Therefore, the sem iconductor production-base 
in Japan and T aiw an shifted to South East Asia, M alaysia, Indonesia, and Thailand 
w ere am ong the countries the industry shifted to. T hese countries have low er labor 
costs and larger labor forces. As a result, T hailand’ร, M alaysia’s, and Indonesia’s 
sem iconductor industries have becom e one o f  their m ajor exporters.

The dem and for the sem iconductor industry in the USA, Japan, and som e o f  the 
EU countries grew  dram atically. Sem iconductor industry  investors started to expand 
the industry, but they w ere unable to expand w ithin their countries due to the high cost 
o f  labor. As a consequence, they have consistently  shifted their production-bases to 
developing countries.



2) The f lo a tin g  o f  the Thai B aht

o f  the Thai baht against the US. dollar by approxim ately  40 to 50 percent. O r it can 
be said that one US dollar is now  w orth 100 percent m ore in Thai baht.

IC and parts are export-oriented products, and the BOI has m entioned that the 
raw  m aterials o f  IC and parts in Thailand are 99 percent fully im ported from  outside 
o f  the country. O r it can be said that there is only one percent o f  value added and 
this industry  is not affected by the floatation  o f  the Thai baht. This industry  is fully 
offset.

Role o f Government
The governm ent sector plays an im portant role in the investm ent o f  the 

sem iconductor industry. Since the m ajority  o f  sem iconductor industries are the 
foreign-ow ned or jo in t ventures, the governm ent has to try  to set up the m ost attractive 
policies and fram ew ork in order to m otivate investm ent and capital inflow  to the 
econom y. The governm ent’s real role in national com petitive advantage is in 
influencing the four determ inants.

A governm ent can influence each o f  the four determ inants either positively  or 
negatively , as should be evident from  som e o f  the follow ing: (a) governm ent 
regulations that influence buyer needs o f  Thailand, M alaysia, and Indonesia;
(b) governm ent policy influencing firm  strategy, structure, and rivalry  o f  Thailand, 
M alaysia, and Indonesia; and ( c) governm ent support o f  the industry ’s investm ent in 
the sem iconductor industries o f  leading sem iconductor countries, such as K orea and

In  th e  m id d le  o f  1997, T h a ila n d  f lo a ted  the  T ha i b ah t, re su ltin g  in  a  w eak en in g

Taiwan.



(A) G o vern m en t R eg u la tio n s That Influence B u yer N eed
T hailand
1) B O I In vestm en t P rom otion  A ct B E. 2 520
The Investm ent Prom otion A ct B.E. 2520 A m ended by Investm ent Act (NO.2) 

B.E. 2534, the O ffice o f  the Board o f  Investm ent (BOI) has the m ost attractive 
policies consisting  o f  m any prom otional privileges applicable to the to sem iconductor 
industry. The fo llow ing are the highlights o f  these privileges:

a. The m inim um  capital requirem ent has been reduced from  Bath 2 m illion  to 
Bath 1 m illion.

b. E lectronic goods and electronic com ponents including IC assem bling and 
testing are part o f  the prom otion.

c. Since 1993, the BOI has encouraged m ore investm ent in provincial areas by 
granting priv ileges to new  and relocated factories in Zone 2 and Zone 3.

2) B O I's U nit o f  In d u str ia l L in kage D eve lo p m en t (BU ILD )
The Investm ent O pportunities Study: E lectronic C om ponent Production  and 

Sourcing by the O ffice o f  the Board o f  Investm ent, the O ffice o f  the Prim  M inister, 
Royal Thai G overnm ent m entions the BUILD program . The B U ILD  program  was 
launched w ith  the m ain purpose o f  prom oting and upgrading technology-related  
industries. It aim s at build ing up capability  and transferring technology to three m ajor 
sectors nam ely  the autom otive industry, the metal w orks industry , and the electronics 
industry w hich includes the IC industry as part o f  its sector.

3) In d u str ia l M a s te r  P lan  I  (1 9 9 7 -2 0 0 1 )
The Industrial M aster Plan I (1997-2001) from  the M inistry  o f  Industry ,

Industrial M aster Plan I was issued by the M inistry o f  Industry  on O ctober 1996. The 
M inistry o f  Industry  was concerned that the Thai Industry play the m ost im portant
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role in the econom y. In particular, foreign investm ents could influence the increase 
in capital inflow  and solve trading problem s (trade deficit).

The Industrial M aster Plan Policy was introduced to try to shape up the structure 
o f  the co u n try ’s industry , increase the quality  o f  production, support industry  in order 
to create a linkage betw een sm all, m edium , and large industries, and to prevent m arket 
dum ping.

The Industrial M aster Plan Policy was to support the export industry by creating a 
governm ent budget for R esearch and D evelopm ent. Even though the M aster Plan is 
supported the export industry, there was no real support for the sem iconductor 
industry.

Finally, the m ost im portant aspect o f  the M aster P lans was the m oving o f 
production  bases in the city to outside o f  the city, so that because the particular 
industry  could  reduce its expenses on labor cost, transportation  costs, and pollu tion  o f  
the environm ent.

M a la y s ia
The L esson o f  East Asia: M alaysia’s G row th. Equity  and Structural 

T ransform ation by Ism ail M uhd Salleh m entioned that the electronics industry 
accounted for the largest share o f  M alaysia’s m anufacturing output, value added, 
exports and em ploym ent. (Ism ail, 1993, p. 13) A lso exports increased rapidly; by 
1987 electronics exports were M alaysia’s top revenue earner, contributing M $6.9 
billion to the national accounts. M ost o f  this was due to the well established MNC 
sem iconductor firm s. M alaysia now has one o f  the largest installed sem iconductor
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f f

assem bly  capac ities  in  the  w o r ld  and is  a  m a jo r  te s tin g  lo c a tio n  fo r  s e m ic o n d u c to r 

dev ices.

M a la y s ia ’ s g o ve rn m e n t has va rio u s  k in d s  o f  a ttra c tive  packages fo r  the 

tra n sn a tio n a l s e m ico n d u c to r in d u s try  as fo llo w s :

1) The M a la y s ia  In d u s tr ia l D e v e lo p m e n t A u th o r ity  ( M ID A )  coo rd in a te s  s p e c ific  

in ve s tm e n t m iss ions  to  a ttrac t F o re ig n  D ire c t In ve s tm e n t C o m p a n y  (F D IC )  a tte n tio n .

2) The E x p o rt P rocess ing  Z one  o r Free T rade  Zones (F T Z s ), the E P Z  A c t  has 

been des igned  to  a ttrac t m u lt in a t io n a l com pan ies  (M N C s ) to  p roduce  fo r  the w o r ld  

m a rke t b y  p ro v id in g  the fo l lo w in g  p r iv ile g e s :

a. D u ty - fre e  im p o rt o f  ra w  m a te ria l and c a p ita l equ ipm en t.

b. S tream lined  C ustom s fo rm a lit ie s

c. In fra s tru c tu re

d. C o m p a n y  in co m e  tax  in ce n tive s

3) T he  In ve s tm e n t In ce n tive s  A c t  ( I I A )  s h ifte d  the basic s tru c tu re  a w a y  fro m  

im p o rt s u b s titu tio n . T he  in ce n tive s , ad m in is te re d  b y  the A c t io n  C o m m itte e  on  T a r i f f  

and In d u s tr ia l D e v e lo p m e n t (A C T ID )  extended m easures such as acce lera ted 

d e p re c ia tio n , re in ve s tm e n t a llow ance s , and in ve s tm e n t c re d its  fo r  n o n -p io n eer  

in dus tries . M a n u fa c tu re d  expo rts  a lso rece ived  an a d  va lorem  in ce n tive .

4 ) T he  M a la y s ia n  T rade  and D is tr ib u t io n  C en te r w as set up  to  p ro v id e  a m a rke t 

base to  se ll and d is tr ib u te  M a la y s ia n  p roduc ts  d ire c t to buyers  in  the E uropean  m arke t.

I n d o n e s i a

T he  T ra n sn a tio n a l C o rp o ra tio n s  and B a c k w a rd  L in ka g e s  in  A s ia n  E le c tro n ic s  

In d u s tr ie s . (1 9 9 5 ) m e n tio n e d  the R a tio n a liz a tio n  P o lic y  in  Indones ia . T h is  p o lic y
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was based on  the M in is t r y  o f  In d u s try  in s tru c tio n  N o . 4 6 1 /M /3 /1 9 8 3  w h ic h  a im ed to 

im p ro v e  g o v e rn m e n t assistance in  the d e ve lo p m e n t o f  the  e le c tro n ic  in d u s try .

I t  seems th a t the ro le  o f  the g o ve rn m e n t o f  Indone s ia  in  in f lu e n c in g  the b u ye rs ’ 

needs has n o t y e t touched  a v e ry  im p o rta n t generic  d im e n s io n . E ven  th o u g h  the 

In d u s try  M a s te r P lan  o f  Indone s ia  is in c lu d e d  in  the F if th -F iv e  Y ears  P lan  o f  

Indones ia , i t  is p ro m o te d  separa te ly , u n lik e  M a la y s ia  and T h a ila n d  w hose 

gove rn m e n ts  are a c t iv e ly  su p p o rtin g  and p ro m o tin g  the in d u s try .

(B) G o vern m en t P o lic y  A lso  Influences F irm  S tra tegy , S tructure, a n d  R iv a lty
T h ailan d
1) T a x  and T a r if fs

T he  In v e s tm e n t O p p o rtu n itie s  S tudy  E le c tro n ic  C o m p o n e n t P ro d u c tio n  and 

S o u rc in g . ( 1995) b y  the O ff ic e  o f  the B oa rd  o f  In ve s tm e n t m e n tio n e d  tha t 

m a n u fa c tu re rs  co m p la in e d  abou t the T h a ila n d  im p o r t ta x  s tru c tu re  because the im p o rt 

taxes fo r  som e ra w  m a te ria ls  w ere  h ig h e r than im p o r t taxes on  the com ponen ts  

them se lves. D ue  to  the in te rn a tio n a l trade agreem ents and do m e s tic  changes in  the 

in d u s try , the im p o r t tax  s tru c tu re  was la te r on rev ised .

M o s t e le c tro n ic  com ponen ts  used to  be sub jec t to  an im p o rt tax  o f  a round  35 

percen t, excep t fo r  com ponen ts  used to  m anu fac tu re  co m pu te rs  and te le v is io n , w h ic h  

w ere  su b je c t to  a tax  o f  1 pe rcen t and 10 percent, fo r  in teg ra ted  c irc u its  and parts, 

re s p e c tiv e ly . Im p o rte rs  had to  su b m it a fo rm u la  d e ta ilin g  h o w  m a n y  com ponen ts  

w o u ld  be used in  each assem bled set. H o w e ve r, s ince M a rc h  29 , 1994, the im p o rt tax  

on m a n y  com ponen ts  was reduced to  1 percent, excep t fo r  com ponen ts  tha t w ere 

p ro tec ted  because th e y  w ere  p roduced  d o m e s tic a lly .
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2) The E ighth  N a tio n a l E con om ic  a n d  S o c ia l D e ve lo p m en t P lan  (1 9 9 7 -2 0 0 1 )  

T he S u m m a ry  o f  The E ig h th  N a tio n a l E co n o m ic  and S oc ia l D e ve lo p m e n t Plan 

( 1997 -20 01 ) by  the N a tio n a l E c o n o m ic  and S oc ia l D e v e lo p m e n t B oa rd  (N E S D B )

O ff ic e  o f  the  P rim e  M in is te r  B a n g k o k , T h a ila n d , focuses on  the  s ta b il ity  and 

s u s ta in a b ility  o f  e co n o m ic  g ro w th  in  o rd e r to  e m p o w e r the peop le  to  p la y  a g rea ter 

ro le  in  the d e ve lo p m e n t process and rece ive  a fa ir  share o f  the b e n e fits  o f  g ro w th .

A ls o  the e ig h th  p la n  targets on  u p g ra d in g  the s k il ls  and basic k n o w le d g e  o f  in d u s tr ia l 

w o rk e rs  w h e re  the se m ico n d u c to r in d u s try  requ ires  those s k il ls  and k n o w le d g e  fo r  its  

w o rke rs .

F ro m  the S e m ico n d u c to r in ves to rs , p o in t o f  v ie w , the  E ig h th  P lan, w h ic h  targets 

the so c ia l and hum an s k i l l  o f  in d u s tr ia l w o rke rs , w o u ld  reduce the w ages cos t o f  the 

industry '. T h is  can be in te rp re ted  as e n a b lin g  the in d u s try  to  h ire  e ff ic ie n t w o rk e rs  as 

w e ll as e n a b lin g  i t  to  b e n e fit fro m  an increase in  p ro d u c t iv ity  fro m  those upgraded  

w o rke rs .

3 ) T he  R e v is io n  o f  the  E ig h th  N a tio n a l E c o n o m ic  and S oc ia l P la n , f ro m  the 

C o n fe re n ce  h e ld  at the C e n tra l P laza h o te l on W ednesday 17 D ecem ber 1997 b y  the 

N a tio n a l E c o n o m ic  and S o c ia l D e v e lo p m e n t B oa rd , O ff ic e  o f  the P rim e  M in is te r  

B a n g k o k , T h a ila n d .

T he  B o a rd  o f  N a tio n a l E co n o m ic  and S oc ia l D e v e lo p m e n t has rev ised  the E ig h th  

N a tio n a l E c o n o m ic  and S oc ia l P lan in  an endeavor to  f in d  a s o lu tio n  to  the cu rre n t 

tu rm o il s itu a tio n  o f  the T h a i econom y.



105

T he R evised  o f  the E ig h th  N a tio n a l E co n o m ic  and S oc ia l D e v e lo p m e n t P lan  w i l l  

ta rge t the  s ta b il ity  o f  the  T h a i e co n o m y and ad jus t the e co n o m ic  s tru c tu re  fo r  b o th

M a c ro  and M ic ro  E co n o m y.

A d ju s tm e n ts  o f  the E ig h th  P lan w i l l  concentra te  on m a n a g in g  the in f la t io n  rate 

and ba lance o f  paym en ts , on  s tru c tu r in g  T h a i in ve s tm e n t f ro m  b o th  G o v e rn m e n t and 

P riva te  sectors. A ls o  the  R evised  the E ig h th  P lan w i l l  g iv e  p r io r i ty  to  the e x p o rt 

in d u s tr ia l sectors such e le c tro n ics , je w e lry ,  and te x tile  in d u s trie s . T he  R ev ised  o f  the 

E ig h th  P lan w i l l  increase the a b i l i ty  o f  p ro d u c tio n  s tructu res o f  the h ig h  tech 

in d u s tr ie s , e s p e c ia lly  fo r  e x p o rtin g .

M a la ysia
I )  T he  S even th  M a la y s ia  P lan 1996-2000

T he  Seventh  M a la y s ia n  P lan  1996-2000  (1996 , M a y )  b y  the E c o n o m ic  P la n in g  

U n it ,  the  P rim e  M in is te r ’ s D e pa rtm en t. The Seventh M a la y s ia n  P lan  a im s to  extend  

the in d u s tr ia liz a t io n  stra teg ies o f  the S ix th  M a la ys ia n  P lan , in c o rp o ra tin g  the p r in c ip a l 

re co m m e n d a tio n s  o f  the In d u s tr ia l M a s te r P lan ( IM P )  w h ic h  em phasizes e x p o rt- le d  

g ro w th  th ro u g h  in d u s try  d iv e rs if ic a t io n , p ro v is io n  o f  a lib e ra l in ve s tm e n t c lim a te  and 

the p ro m o tio n  o f  in tra - in d u s try  lin ka g e .

T o  susta in  th is  h ig h  g ro w th , p o lic ie s  and strategies w i l l  be fo rm u la te d  in  the 

S eventh  M a la y s ia n  P lan  to  acce lera te  the d iv e rs if ic a t io n  o f  in d u s tr ie s  and de ve lo p  a 

m ore  re s ilie n t in d u s tr ia l base to w a rd s  the ach ievem en t o f  V is io n  2020. In  m e e tin g  

the ch a lleng e  a r is in g  fro m  increased g lo b a liz a tio n  and co n tin u e d  tigh tness  in  the la b o r 

m a rke t, p r io r i ty  w i l l  c o n tin u e  to  be accorded to  im p ro v in g  the co m p e titive n e ss  o f  the 

in dus tries  th ro u g h  increases in  p ro d u c t iv ity ,  research and d e ve lo p m e n t as w e ll as the 

p ro v is io n  o f  adequate s u p p o rtin g  in fra s tru c tu re .



T he  S eventh  M a la y s ia n  P lan is a im ed  at m o tiv a t in g  the in ve s tm e n t o f  the 

in d u s tr ia l sector, w h ic h  in c lu d e s  the s e m ic o n d u c to r in d u s try . T he  in d u s try  w i l l  ga in  

fro m  the S eventh  M a la y s ia  P lan the b e n e fit o f  an increase in  p ro d u c t iv ity  as w e ll as 
R esearch and D e v e lo p m e n t tha t w i l l  lead the M a la y s ia n  S e m ico n d u c to r In d u s try  to  be 

even m ore  c o m p e tit iv e  than  th a t o f  o th e r A S E A N  co un tries .

2 ) T a x  and T a r if fs

T he  M a la y s ia n  E c o n o m ic  C h a lleng e  in  T he  1990s: tra n s fo rm a tio n  F o r G ro w th . 

b y  P ro fesso r F ong  C han O nn , m e n tio n e d  tha t the M a la y s ia n  t a r i f f  s tru c tu re  had been 

re v ised  and t a r i f f  rates fo r  a w id e  range o f  p ro d u c ts  had been reduced. U n d e r the 

tim e -fra m e  fo r  im p le m e n ta tio n , the ta rge t t a r i f f  o f  zero  pe rcen t to  f iv e  pe rcen t in  fas t- 

tra ck  p ro g ra m m e  w as expected  to  be ach ieved  w ith in  f iv e  to  seven years, w h ile  the 

n o rm a l tra c k  p ro g ra m m e  w o u ld  be rea lized  w ith in  seven to  ten years. The 

g o v e rn m e n t he ld  va r io u s  d ia logu es  w ith  the p r iv a te  sec to r to  re a ff irm  its  c o m m itm e n t 

to  fu r th e r  lib e ra liz e  t a r i f f  item s.

In d o n esia
(1 ) T he  S ix th  F iv e  Y e a r D e v e lo p m e n t P lan  (1 9 9 4 /9 5 -1 9 9 8 /9 9 ) b y  the R e p u b lic  

o f  In d o n e s ia , a im s to  d e ve lo p  a ll k in d s  o f  in d u s trie s . T here  appears to  be no sp e c ific  

fo r  s u p p o rtin g  the  IC  in d u s try .

A c c o rd in g  to  the S ix th  F iv e  Y e a r D e v e lo p m e n t P lan  (1 9 9 4 /1 9 9 5 -1 9 9 8 /1 9 9 9 )

(a) In d u s tr ia l O b je c tive s

* T o  ach ieve  a s u ff ic ie n t h ig h  e co n o m ic  g ro w th  rate de ve lo p m e n t 

* T o  im p ro v e  in d u s tr ia l co m p e titive n e ss

* T o  p roduce  h ig h  q u a lity  p ro d u c ts  capab le  o f  p e n e tra tio n a l m arke ts 

* T o  p ro m o te  the g ro w th  o f  sm a ll and m e d iu m  s ized in dus tries  

* T o  b roaden  the re g io n a l d is tr ib u t io n  o f  the in d u s try
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b. In d u s tr ia l P o lic ie s

*  D e v e lo p m e n t o f  b ro a d -sp e c tru m  in d u s trie s  o r ie n te d  to w a rd s  the

in te rn a tio n a l m arke ts , na tu ra l re so u rce -in te n s ive  in dus tries  w ith  r is in g  te c h n o lo g ic a l 

le ve l, la b o r- in te n s iv e  in d u s tr ie s  b e co m in g  m ore  s k ill- in te n s iv e  o v e r tim e , and 

te c h n o lo g y - in te n s iv e  in d us tries .

*  A c c e le ra tio n  o f  te c h n o lo g ic a l m as te ry  in  o rd e r to  s treng then  the base 

fo r  p ro d u c in g  su p e rio r q u a lity  in d u s tr ia l p roduc ts .

*  R e liance  on  the m a rk e t m echan ism  w ith  p r iv a te  sec to r in  the  lead.

*  E m phasis  on  g ro w th  w ith  eq u ita b le  in co m e  d is tr ib u t io n  b y  g iv in g  

p r io r i ty  to  those in d u s tr ie s  capab le  o f  fas t g ro w th  and enco u ra g in g  the p a r t ic ip a t io n  o f  

the b ro a d e r c o m m u n ity .

( c ) In d u s tr ia l D e v e lo p m e n t P r io r it ie s

*  A g ro in d u s try , deve lop ed  th ro u g h  n e tw o rk  o f  a g ro in d u s tr ia l a c tiv it ie s  

and agrobusinesses

*  M in e ra l, c a p ita l goods and e le c tro n ic  in d u s trie s , in c lu d in g  in d u s trie s  

w h ic h  p roduce  com ponen ts  and engage in  sub-assem bly .

*  E x p o rt o r ie n te d  in d u s tr ie s  w h ic h  have becom e in c re a s in g ly  s k i l l 

in te n s iv e  and d iv e rs if ie d  o v e r tim e , in c lu d in g  te x tile s  and te x t ile  p roduc ts .

(  C ) G overn m en t P o lic y  o f  Two L ea d in g  C ou n tries o f  the S em ico n d u c to r  In du stry  

in A sia.
F ro m  lo o k in g  at co u n trie s  s u cce ss fu lly  in  the s e m ico n d u c to r in d u s try  a round  A s ia  

such as K o rea  and T a iw a n , it  can be seen tha t bo th  co u n trie s  have v e ry  good 

g o ve rn m e n t p o lic ie s  w h ic h  are an exam p le  fo r  the co u n trie s  in  Southeast A s ia  to  

fo l lo w .

1) G overn m en t P o lic y  o f  K o rea : An In d u stria l M a ste r  P lan



D ata  Q uest ( 1996. M a y )  m e n tio n s  an In d u s tr ia l M a s te r P lan T he  K orean  

S e m ic o n d u c to r In d u s try : A  P ro d u c t o f  G o ve rnm en t. B y  the  m id  1970s the  re la tio n s h ip  

be tw een  the K o re a n  g o ve rn m e n t and se m ico n d u c to r p roduce rs  had becom e a sem ina l 

exam p le  o f  h o w  c o m p e tit iv e  advantage can be created b y  g o v e rn m e n t- in d u s try  

co o p e ra tio n . B e fo re  th a t tim e , K o re a  had no co m p a ra tive  advantage in  

se m iconduc to rs . C a p ita l was scarce, se m ico n d u c to r des ign  c a p a b ilit ie s  w ere  n o n 

e x is ten t, and m arke ts  w ere  overseas. F ro m  K o rea  E xchange  B a n k . M o n th ly  R e v ie w . 

1992. in  1982, the g o v e rn m e n t’ s S e m ico n d u c to r In d u s try  P ro m o tio n a l P lan  ca lle d  fo r  

the im p le m e n ta tio n  o f  a w id e  v a r ie ty  o f  measures des igned  to  su p p o rt an in d ig e n o u s  

s e m ic o n d u c to r c a p a b ility ,  in c lu d in g  subs id ized  ca p ita l and tax  b e n e fits  fo r  

se m ic o n d u c to r in ve s tm e n t, the  c re a tio n  o f  an in d u s tr ia l estate fo r  s e m ic o n d u c to r and 

c o m p u te r p ro d u c tio n , and increased fu n d in g  fo r  g o ve rn m e n t research p ro je c ts  devo ted  

to  se m iconduc to rs .

F ro m  C heabo l. K o re a ’ s new  In d u s tr ia l M ig h t,  fo r  1990s. th ree  o f  the la rges t 

K o rean  in d u s tr ia l g ro u p in g , o r  chaebo l, had m ade se m iconduc to rs  th e ir  to p  in d u s tr ia l 

p r io r ity ,  and the g o v e rn m e n t re c e n tly  announced an a m b itio u s  h ig h -te c h  d e ve lo p m e n t 

p la n  th a t pu ts  s tro n g  em phasis  on  g o ve rn m e n t sup p o rt fo r  the K o re a n  sem iconduc to rs  

in d u s try .

T he  g ro w th  o f  the  s e m ico n d u c to r in d u s try  in  K o re a  co u ld  a lso o c c u r in  T h a ila n d , 

b u t the d iffe re n c e  is tha t the K o rean  G o ve rn m e n t has been m ore  s u p p o rtiv e  and has 

p ro v id e d  subs id ies  to w a rd  th is  in d u s try . S p e c if ic a lly , the G o ve rn m e n t p lanned  to 

spend $1 .83  b i l l io n  o v e r the 1990 -1996  p e rio d  on the K o re a n  se m ic o n d u c to r in d u s try , 

and is s tre n g th e n in g  its  o th e r p ro m o tio n a l measures such as tax  b e n e fits  and 

re g u la tio n s  g o v e rn in g  in v e s tm e n t to  in d ica te  an a d d itio n a l $3 .36  b i l l io n  in  p r iv a te  

cap ita l to  s e m ic o n d u c to r research and p ro m o tio n . The g o ve rn m e n t is a lso  u s ing  t a r i f f

108



p ro te c tio n  and g o ve rn m e n t p ro cu re m e n t p ractices to  sup p o rt K o rean  p roducers . 

G o v e rn m e n t goa ls in c lu d e  the  d e ve lo p m e n t o f  16m  and 6 4 m  D R A M s , d iv e rs if ic a t io n

in to  cu s tom  designs, and a substan tia l increase o f  K o rean  c a p a b ilit ie s  in 

s e m ic o n d u c to r m a te ria ls  and equ ipm en t.

2 ) Taiwan G o vern m en t P o lic y  T o w a rd  the In du stry
In  the 1970s T a iw a n ’ s s e m ico n d u c to r in d u s try  cons is ted  s o le ly  o f  the o f f  shore 

assem b ly  and test ope ra tion s  o f  fo re ig n  s e m ico n d u c to r m a nu fac tu re rs  and one sm a ll 

lo ca l f irm . A s  tru ly ,  T a iw a n  had been a d e v e lo p in g  c o u n try , and its  te ch n o lo g ie s  w ere  

n o t w e ll deve loped . T a iw a n  d id  n o t even have la rge  in d u s tr ia l g roups to  w h ic h  the 

task o f  d e v e lo p in g  a s e m ic o n d u c to r in d u s try  co u ld  be assigned. “ M o s t ly  the c o u n try ’ s 

e c o n o m y  was d o m in a te d  b y  sm a ll and m e d iu m -s ize d  f irm s  w ith  l im ite d  f in a n c ia l and 

te c h n o lo g ic a l resources.”  (S u tte r, p .3 8 .)

T a iw a n ’ s leade rsh ip  m apped o u t an a m b itio u s  s tra tegy  to  s h if t  the n a t io n ’ s 

e c o n o m y  to w a rd  the h ig h  te c h n o lo g y  in d u s tr ie s  w h ile  s im u lta n e o u s ly  fo s te r in g  a 

g rea te r o p e n in g  fo r  T a iw a n ’ s e co n o m y  to  the w o r ld . In  th is  process, p ro m o tio n  o f  the 

s e m ic o n d u c to r in d u s try  becam e an in c re a s in g ly  ce n tra l aspect o f  T a iw a n ’ s lo n g  run  

in d u s tr ia l s tra tegy.

M o re o v e r  the  T a iw anese  g o ve rn m e n t to o k  a n u m b e r o f  steps to  encourage loca l 

f irm s  to  in ve s t in  sem iconduc to rs . F irs t o f  a ll,  tax  and f in a n c ia l in ce n tive s  w ere 

o ffe re d  u n d e r the S ta tu te  fo r  the E ncouragem en t o f  In ve s tm e n t, w h ic h  m ade such 

b e n e fits  a v a ila b le  to  s p e c ifie d  sectors unde r the p o lic y  o f  “  C u rre n t P ro m o tio n a l 

E f fo r t ” . Second, the g o ve rn m e n t estab lished  the E ls inchu  Science P ark , p ro v id in g  

in c e n tiv e  fo r  h ig h  tech firm s  to  re loca te  in  the park .
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The p o lic y  “ C u rre n t P ro m o tio n a l E f fo r t ”  d ic ta tes tha t T a iw a n ’ s d e ve lo p m e n t 

s tra tegy  be based on  the  p ro m o tio n  o f  sp e c ific  in d u s tr ia l sectors. P ro m o tio n  o f  the 

se m ico n d u c to r in d u s try  is n o w  a key  e lem ent in  T a iw a n ’ s s tra tegy  to  becom e a h ig h  

te c h n o lo g y  based e co n o m y  b y  the yea r 2000. The gove rn m e n t has des igna ted  s ix  

h ig h  te c h n o lo g y  sectors w h ic h  w i l l  be fos te red  th ro u g h  a v a r ie ty  o f  p o lic y  m easures: 

in fo rm a tio n  system s, fa c to ry  a u to m a tio n , te le co m m u n ica tio n s , a v ia tio n  co m ponen ts , 

advanced m a te ria ls , and consum er e lec tron ics . Because se m ico n d u c to rs  are the basic 

b u ild in g  b lo cks  o f  these f iv e  sectors, the g o ve rn m e n t has p laced s trong  em phasis  on 

enhan c ing  n a tio n a l ca p ac itie s  in  m ic ro e le c tro n ics . T he  cu rre n t 15 -year p la n  fo r  the 

p e rio d  1986-2000  is the  t im e  fram e  fo r  d e ve lop m e n t. T he  s e m ico n d u c to r in d u s try  

w i l l  co n tin u e  to  e n jo y  a cons ide rab le  degree o f  gove rn m e n t suppo rt fro m  severa l key  

sources as fo llo w s :

-T aiw an  B ank o f  com m u n ica tion s, to  p ro v id e  f in a n c ia l suppo rt fo r  the  in d u s try

-In du stria l D eve lo p m en t B ureau , to  arrange p re fe re n tia l f in a n c in g  fro m  

g o ve rn m e n t in s titu t io n s  fo r  R & D  p ro jec ts , in ve s tm e n t and in d u s tr ia l re s tru c tu r in g

T he  T a iw anese  sc ience p a rk  “  H s in ch u  Science P a rk”  co n tin u e s  to  m ake  a la rge  

n u m b e r o f  spec ia l b e n e fits  a v a ila b le  to  the f irm s  w h ic h  have loca ted  in  the  p a rk , 

w h ic h  is n o w  fu l l ;  g o v e rn m e n t o f f ic ia ls  are e x p lo r in g  sites fo r  a second p a rk . The 

p a rk  is e n tire ly  d e vo ted  to  h ig h -te c h  R & D  a c tiv it ie s ; com pu te rs , te le c o m m u n ic a tio n s  

and s e m ico n d u c to r com pan ies  represent o ve r three quarters o f  the f irm s  p a r t ic ip a tin g  

in  the Park, w ith  se m ico n d u c to rs  the fastest g ro w in g  segm ent. B e n e fits  o f  lo c a tin g  

p la n t in  the p a rk  a lso in c lu d e  lo w  in te res t, tax  e xe m p tio n , ta r if fs  free  fo r  m a ch in e ry , 

funds a v a ila b le  fo r  in ve s tm e n t, purchased te ch n o lo g y  to tra n s fe r to  s ta rt-u p  com pan ies  

and set up s u b m ic ro m e te r la b o ra to rie s  in  the pa rk  to  he lp  upgrade  p ro d u c tio n  

te ch n o lo g y . M o re o v e r, T a iw a n  has set up severa l o rg a n iza tio n s  to  su p p o rt the
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s e m ic o n d u c to r in d u s try  such as the In d u s tr ia l T e c h n o lo g y  R esearch In s titu te  ( IT R I)  

and the  E le c tro n ic s  Research and S e rv ice  O rg a n iz a tio n  (E R S O )

T o d a y , T a iw a n  p la ys  a s ig n if ic a n t ro le  in  the s e m ico n d u c to r in d u s try  in  the w o r ld  

m a rke t. T h o u g h  n o t ye t a leader, s a tis fa c to ry  im p ro v e m e n t has taken  p lace. 

C o m p e titive n e ss  is a lso  b e in g  enhanced th ro u g h  S e m ic o n d u c to r In d u s trie s . T a iw a n  

s tarted d e v e lo p in g  its  in d u s tr ie s  at the same tim e  as K o re a  and b o th  have best resu lts  

in  re tu rns  such as advanced te c h n o lo g y  etc... B y  the  end o f  the 1980s, T a iw a n  had n o t 

o n ly  su c c e s s fu lly  es tab lished  a s e m ico n d u c to r in d u s try , b u t was e x p e rie n c in g  a 

sudden and d ra m a tic  g ro w th  in  m a n u fa c tu r in g  ca p a c ity . “ In  1986, A c e r entered in to  a 

$250  m i l l io n  jo in t  ve n tu re  w ith  Texas In s tru m e n t, IT  A c e r, to  m a n u fa c tu re  D R A M s  in  

T a iw a n ”  C e n tra l N e w s  A g e n c y , (1 9 8 6 )
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4 .2  S W O T  A n a ly s is  o f  th e  S e m ic o n d u c to r  I n d u s t r y

S W O T  is an a c ro n y m  fo r  the in te rn a l S trengths and W eaknesses o f  an in d u s try  

and the e n v iro n m e n ta l O p p o rtu n itie s  and Threa ts  fa c in g  the p a r t ic u la r  in d u s try . T he  

S W O T  ana lys is  is a sys te m a tic  id e n tif ic a t io n  o f  these fac to rs  and o f  the  s tra tegy  tha t 

represents the m a tch  be tw een  them . I t  is based on the assum ption  tha t an e ffe c tiv e  

s tra tegy  m a x im ize s  an in d u s try ’ s s treng ths and o p p o rtu n itie s  and m in im iz e s  its  

w eakness and threats.

In  th is  sec tion , the S W O T  ana lys is  w i l l  be used to  ana lyze  b o th  the  e x te rn a l and 

in te rn a l e n v iro n m e n t o f  the S e m ic o n d u c to r In d u s try . The in te rn a l a n a lys is  w i l l  be 

presented f ir s t  a cco rd in g  to  the  M ic h a e l E. P o rte r A n a ly s is  the “ D ia m o n d  M o d e l”  as 

fo llo w s : fa c to r  e n d o w m e n t, dem and c o n d it io n , re la ted  s u p p o rtin g  in d u s try  and f irm s , 

s tra tegy , s truc tu re , and r iv a lry .  T he  ex te rna l e n v iro n m e n t ana lys is  w i l l  be presented  

second b y  u s in g  the o p p o r tu n ity  and th rea t ana lys is  a cco rd in g  to  the e co n o m ic , so c ia l, 

and p o lit ic a l s itu a tio n .

In  the S W O T  sec tion , w e  use “ A  S tra teg ic  Factors  A n a ly s is  S u m m a ry ”  S tra teg ic  

M a n a g e m e n t, J. D a v id  H u n g e r and Thom as L . W hee len , in  h e lp in g  to  ass ign  the 

w e ig h t in g  b y  a d ju s tin g  S W O T , s treng th  (ร ) ,  weakness ( พ ) ,  o p p o r tu n ity  (O ), o r  th rea t 

(T )  in d iv id u a lly .  A  w e ig h t in g  o f  0 -1 .00  is assigned a cco rd in g  to  the im p o rta n ce  o f  

tha t fa c to r  to the success o f  the c o u n try  in  d o in g  tha t p a rt ic u la r  business. T he  second 

e n try  in  the R a tin g  C o lu m n  is the ra tin g  o f  h o w  the in d u s try ’ s m anagem ent is 

responds to  each fa c to r  fro m  the E x te rn a l Factors  A n a ly s is  S u m m a ry  (E F A S  ). 

Changes in  e n v iro n m e n t tha t resu lts  in  h ig h  o p p o rtu n itie s  w i l l  be ra ted  as 5 to  4 and 

less o p p o rtu n itie s  w i l l  be ra ted  as 2 to 1; and 3 be in g  in te rp re te d  as m e d iu m  in  E F A S .



113

In  te rm s o f  u s in g  the In te rn a l Factors  A n a ly s is  S um m ary  ( IF A S )  to  com pare  strengths 

and w eakness tab les, fo r  the th ird  c o lu m n , m u lt ip ly  the w e ig h t fo r  each fa c to r  b y  its  

ra tin g  to  o b ta in  the en tries  fo r  the W e ig h te d  Score. The fo u rth  c o lu m n , ana lyses the 

average W e ig h te d  Score re q u ire d  in  th is  sec tion . I f  the W e ig h t Score is m ore  than 3.3 

th is  m eans the co m p e titive n e ss  o f  a p a r t ic u la r  c o u n try  in  a p a r t ic u la r  in d u s try  exis ts . 

T he  W e ig h t Score o f  1 .67-3 .3  w i l l  be cons ide red  as average. T he  W e ig h te d  Score o f  0 

to  1.67 w i l l  be cons ide red  as a c o m p e tit iv e  d isadvan tage  fo r  the p a r t ic u la r  co u n tr ie s  in  

the p a r t ic u la r  in d u s try .



Figure 4.2
F a c to rs  C o d it io n , S W O T  th e  A n a ly s is  o f  th e  S tre n g th s  o f  th e  S e m ic o n d u c to r  In d u s try

Strength Thailand Malaysia Indonesia Comments

Factor Condition Weight Rate พ /ร Rate พ /ร Rate พ /ร

Human Resources 0.3 4 1.2 3.5 1.05 4.5 1.35 Thailand and Indonesia are more competitive than Malaysia in terms o f human resources 

due to the lower cost o f labor and the larger population in labor force. Also the skilled 

laborers in Malaysia are more competitive than Thailand and Indonesia,especially 

in English Literacy and computer skills followed by Thailand and Indonesia.

Knowledge Resource 0.4 2.5 1 4.5 1.8 2 0.8 Thailand and Malaysia have stronger support for knowledge resource than Indonesia. 

Malaysia has SIRIM, PSDC, and M ID A . Thailand has NECT and BOI. Indonesia 

has R&D and the M inistry o f Industry and Trade.

Physical Resource 0.3 0 0 0 0 0 0 The Author rated the Physical resources in the Weakeness side in all three 

countries

Total 1 2.2 2.85 2.15 Malaysia has the highest strength in factor endowment compared to Thailand and 

Indonesia.

SWOT analysis is measured by 5 scale point. For strength, 1 means least strength, 5 means most strength. 

References: Indonesian Embassy in Thailand, December 1, 1997

Malaysian Embassy in Thailand, December 9, 1997 

Indonesia 1997. (1998). Economic Out Look, p.42-43

Science and Technology Development program. (1992). The Thailand Development Research Institute, p. 41-p44



Figure 4.3
Factors Condition, the SW OT the Analysis o f  the W eaknesses o f  the Semiconductor Industry

W eaknesses T hailand M alaysia Indonesia C o m m e n ts

Factor C ond itio n W eight Rate พ /ร R ate พ /ร Rate พ /ร

H um an R esou rces 0.3 0 0 0 0 0 0 H um an R esou rce  o f  the  sem ico n d u c to r industry  w as p u t in to  the  S treng th  side 

o f  all th ree  countries.

K now ledge  R esou rce 0.4 0 0 0 0 0 0 A lso , the K now ledge  R eso u rces o f  the  sem ico n d u c to r industry  w as p u t into the 

S treng th  s ide  o f  th ree  coun tries.

Physica l R esource 0.3 4.5 1.35 4 1.2 4.5 1.35 T here  are  w eaknesses o f  Physica l R esou rce  am ong  these  th ree  countries 

because  m o st o f  the  ra w  m ate ria ls  a re  im ported  due  to  lim ited  techno logy . 

T hailand  and Indonesia  esp ecia lly  im ported  m ost o f  the raw  m ate ria ls used 

in the  industry .

T otal 1 1.35 1.2 1.35 T hailand  and Indonesia  have  the  c lo ses t w eakness score  because  both  

coun tries have  faced  the s im ila r p ro b lem s in term s o f  F ac to r E ndow m ent. 

M alaysia  has the  less w eakness in term  o f  Fac to r E n d o w m en t because 

M alaysia  has s tronger K n o w led g e  R esou rces in su p p o rtin g  the  industry .

SW O T  analysis is m easure  by  5 scale  point. F o r w eaknesses, 1 m eans least w eakness , 5 m eans m ost w eakness. 

R eferences: In d o n esian  E m bassy  in T hailand , D ecem ber 1, 1997

M alaysian  E m bassy  in T hailand , D ecem ber 9, 1997 

Indonesia  1997. (1 998) . Eco nom ic O u t L ook , p .42-43

S cience  and T echno logy  D eve lopm en t p rogram . (1 9 9 2 ) . T he T hailand  D eve lopm en t R eserch Institu te , p. 41-p44



Figure 4.4
D em an d  C o n d itio n , in  th e  S W O T  A n a ly s is  o f  S tren g th s  o f  th e  S e m ic o n d u c to r  In d u stry

S tre n g th s T h a ilan d M a la y s ia In d o n e s ia C o m m e n ts

D e m a n d  C o n d itio n W e ig h t R ate พ / ร R a te พ / ร R a te พ / ร

D e m a n d  S iz e  o r  

P a tte rn  o f  G ro w th

0 .7 3.5 2 .45 4 .5 3 .15 2.5 1.75 T h a ila n d , M a la y s ia , a n d  In d o n e s ia  e n jo ie d  th e  p a ttre n  o f  g ro w th  in  th is

in d u s try . T h e  e x p o r t  v a lu e  o f  IC  a n d  P a r ts  in  M a la y s ia , T h a ila n d ,

a n d  In d o n e s ia  a re  7 ,4 9 8 .5 , 1 ,0 0 7 .8 , a n d  37.6<in million US dollars) 1991 re sp e c tiv e ly

H o m e  D e m a n d  

C o m p o s itio n

0 .3 0 0 0 0 0 0 T h e re  is n o  h o m e  d e m a n d  in  th is  in d u s try  a m o n g  th e  th re e  c o u n tr ie s :  M a la y s ia , 

In d o n e s ia  a n d  T h a ila n d .

T o ta l 1 2 .45 3 .15 1.75

R e fe re n c e : A tip o l B h a n ic h , ร . (E d .)  (1 9 9 5 ). T ra n s n a tio n a l C o rp o ra tio n  a n d  b a c k w a rd  L in k a g e s  in  A s ia n  E le c tro n ic s  In d u s tr ie s  (M o n o g ra p h  N o .5). N e w  Y o rk : U n ite d  N a tio n

Figure 4.5
Dem and C ondition, in the SW O T A nalysis o f  W eaknesses o f  the Sem iconductor Industry

W e a k n e s se s T h a ilan d M a la y s ia In d o n e s ia C o m m e n ts

D e m a n d  C o n d itio n W e ig h t R ate พ / ร R a te พ / ร R ate พ / ร

D e m a n d  S iz e  o f 0 .7 0 0 0 0 0 0 T h e  D e m a n d  S iz e  o r  P a tte rn  G ro w th  h a v e  b e e n  p u t in to  th e  S t r e n g th  s id e  

b e c a u se  th e  D e m a n d  S iz e  o r  P a t te rn  G ro w th  is n o t a  W e a k n e s s .

H o m e  D e m an d  

C o m p o s itio n

0 .3 4.5 1.35 4 .5 1.35 4.5 1.35 T h e s e  th re e  c o u n tr ie s  d o  n o t h a v e  d o m e s tic  d e m a n d  b e c a u se  

th e s e  in d u s tr ie s  a re  e x p o r t  o r ie n te d . M o s t o f  th e  o rd e rs  a re  fo llw e d  b y  th e  

m o th e r  c o m p a n y .

T o ta l 1 1.35 1.35 1.35 1
Reference: A tip o l Bhanich, ร. (Ed.) (1995). Transnational Corporation and backward Linkages in Asian Electronics Industries



Figure 4.6
R e la te d  o r  S u p p o r t in g  I n d u s t r y  in  th e  S W O T  A n a ly s i s  o f  W e a k n e s s e s  o f  th e  S e m ic o n d u c to r  I n d u s t r y

Weaknesses Thailand Malaysia Indonesia Comments

Industry W eight Rate พ /ร Rate พ /ร Rate พ /ร

Related or Supporting 

Industry

1 3 3 2.5 2.5 4 4 Related or Supporting Industry among those mentioned countries are rarely 

found in the particular industry, especially in Thailand and Indonesia because 

Thailand and Indonesia have high imports o f  around 99% to 100% respectively. 

Malaysia has high imports also but less than both mentioned countries.

That's because Malaysia has Small and M edium  enterprises for the support o f 

new product development. (Unted Nation, 1995 p. 180)

Total 1 3 2.5 4

References: A tipo l Bhanich, ร. (Ed.) (1995). Transnational Corparation and backward Linkages in Asian Electronics Industries (Monograph No.5). New Y o rk : United Nation 

Transational Corporation in the International Semicondustor Industry . (1986). New York, United Nations



Figure 4.7
F ir m  S t r a te g y ,  S t r u c tu r e  &  R iv a l r y  in  th e  S W O T  A n a l s i s  o f  W e a k n e s s e s  o f  th e  S e m ic o n d u c to r  I n d u s t r y

Weaknesses Thailand Malaysia Indonesia Comments

Industry W eight Rate พ /ร Rate พ /ร Rate พ /ร

Firm  Strategy 

Structure& R iva lry

1 4.5 4.5 4.5 4.5 4.5 4.5 As most o f  the companies in this industry are transnational corporations, 

F irm  Strategy, Structure and R ivalry in the semiconductor industry 

are depenent on the head office located outside those countries

Total 1 4.5 4.5 4.5

References: A tipo l Bhanich, ร. (Ed.) (1995). Transnational Corparation and backward Linkages in Asian Electronics Industries (Monograph N o,5). New York: United Nations

Transnational Corparation in the International Semicondustor Industry . (1986). New York, United Nation

๐0
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Table 4.1
T h e  S u m m a r y  o f  I n te r n a l  A n a ly s i s  T o w a r d  I n v e s tm e n t  in  th e  

S e m ic o n d u c to r  in d u s t r y

Factors

Thailand M alaysia Indonesia
พ R พ /ร R พ /ร R พ /ร

Factor C ondition 0.25 3.5 0.88 4 1.00 3 0.75

D em and C ondition 0.25 4 1.00 5 1.25 3 0.75

R elated or Supporting Industry 0.25 2 0.50 2.5 0.63 1 0.25

Structure o f  Firm s and R ivalry 0.25 1 0.25 1 0.25 1 0.25

Total 1 2.63 3.13 2.00

พ /ร  is stand for W eighted Score o f  three countries.

From  table 4.1, the Sum m ary o f  the Internal A nalysis Tow ard the Investm ent in 
Sem iconductor Industry, each factors has been given the w eight o f  0.25. Since the 
four factors o f  the determ inant o f  a nation have the sam e o f  w eight value, the 
determ ination  o f  rating is the m ost significant in this study. The rating in this study is 
evaluated from  the SW O T analysis in the earlier part o f  this chapter. F inally, the 
W eight Score is m easured by the w eights and rates o f  the four factors in the 
determ inant o f  a nation.

From  the analysis o f  strength and w eaknesses in the internal analysis, Thailand 
show ed a score o f  2.63, w hich is considered to be on the strong side. The strong side 
indicates that T ha ilan d ’s internal factors o f  the sem iconductor industry  are in the 
developing stages o f  the internal factors in this industry. Thailand needs better



support in order to develop attractive internal factors for foreign investm ent in its 
sem iconductor industry.

In contrast, M alaysia show ed a score o f  3.13 points w hich is considered  to be 
a high score. The h ighest score indicates that M alaysia has w ell developed 
com petitiveness in internal factors o f  the sem iconductor industry  com pared to 
Thailand.

F inally , Indonesia show ed a score o f  2 points on the 5 po in t scale w hich is 
considered to be on the w eak side. The w eak score indicates that Indonesia is non 
com petitive com pared to both Thailand and M alaysia. Indonesia ’s in ternal factors o f  
the sem iconductor industry  is in the undeveloped stage, Indonesia also needs strong 
support in the basic factors o f  the sem iconductor industry  in order to m ake the 
investm ent in this industry  attractive.
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Figure 4.8
SWOT Analysis of the Opportunities in the Economy for the Semiconductor Industry

Opportunities Thailand Malaysia Indonesia Comments

Economy Weight Rate พ /ร Rate พ /ร Rate พ /ร

GNP per capita 0.143 2.00 0.29 3.50 0.50 1.80 0.26 Malaysia's GNP per capita is the highest, about 4610 US dollars, followed by Thailand's 

2754 US dollars, and Indonesia's 910 US dollars. There w ill be, in result, higher 

investment in that particular country. The higher GNP indicates that the country is at 

a better economic level and can motivate more investment in high tecnology industries

Balance o f  Payment 0.143 2.50 0.36 Even though the Balance o f  Payments in Malaysia is currently facing the current 

account deficit, M aylaysia’s current account defic it is not as high as both Thailand's 

and Indonesia's. Moreover, the Malaysian Balance o f  Payment D e fic it has a tendency 

to improve. The higher Balance o f Payment Deficit, the more negative impact toward FDI.

Interest Rates 0.143 2.70 0.39 3.50 0.50 Malaysia's interest rate is lower than Thailand. Thus, it does have a better opportunity. 

The lower interest rate leads to lower local and operational cost in particular countries. 

Thai interest is higher than Malaysian but lower than Indonesian. Thailand's interest rate 

is 10.33%, Malaysia is about 7.08%, and Indonesia's is 17.26%. (IFS, 1997)

Infla tion Rates 0.143 3.00 0.43 Malaysia has an opportunity in terms o f  in flation because the inflation rate in 

Malaysia is 3 percent compared to 6 percent fo r Thailand and 6.4 percent 

for Indonesia. (IFS, 1997)



F i g u r e  4 . 8 (  C o n t i n u e d  )

SWOT Analysis of the Opportunities in the Economy for the Semiconductor Industry
Opportunities Thailand Malaysia Indonesia Comments

Economy Weight Rate พ/ร Rate พ/ร Rate พ/ร
Exchange Rate 0.143 4.50 0.64 4.00 0.57 4.50 0.64 Since the finacial crisis in Asia, all three countries have floated their currencies.

As a result o f  that, the currencies o f  these countries weaked against the

US dollar and the U K  Pound . The weakening exchange rate maket it more attractive for

multinationals to invest in these countries because all the local cost w ill be cheaper.

Unemployment Rate 0.143 3.80 0.54 4.00 0.57 Unemployment rates are high in Thailand and Indonesia. The high unemployment rate 

represents the oversupply o f  labor in that particular country. As a result, the cost 

o f  labor w ill be competitively higher as the unemployment rate decreases.

Govenment Investment 0.143 2.8 0.4004 2 0.286 3 0.429 These three countries have high value government policies in terms o f  Government 

Investment. Indonesia has the higest value in terms o f  Govennent Investment in the 

year 1996, about us$  13,405,611,747, fo llowed by Thailand at u ss  9,656,314,127 and 

Malaysia at u s s  1,649,509,121.

Total 1.00 2.26 2.65 1.90 Overall, the economic determinant o f  Malaysia is more attractive than others for 

the semiconductor industry. Malaysia provides a better opportunity fo r the industry.

SW OT analysis is measured by 5 scale point. For opportunities, 1 means least opportunities, 5 means most opportunities. 

Source: International Financial Statistic, November 1997.



F i g u r e  4 .9
SWOT Analysis ol the Threats in the Economy for the Semiconductor Industry

Threaths Thailand Malaysia Indonesia Comments

Economy Weight Rate พ /ร Rate พ /ร Rate พ /ร

GNP per capita 0.143 On the Economy GNP per capita has been put on the opportunities side because 

GNP per capita w ith in  the three countries is not a Threats in the semiconductor industry.

Balance o f Payment 0.143 3.00 0.43 2.80 0.40 Balance o f  Payment represent the economic stability o f  each country.

The Balance o f  Payments fo r both Thailand and Indonesia is quite low, thus it  has a 

negative effect toward investment in the Semiconductor Industry.

Interest Rates 0.143 3.50 0.50 Interest Rate in Indonesia is qu it h ig h l9  percent compared to Thailand's 14.75 percent 

and Malaysia's 10 percent. H igh interest rate w ill not attract capital in flow  in terms o f 

investment, on the other hand, high interest rates w il l  attract capital in flow  in terms o f 

savings.

Inflation Rates 0.143 3.00 0.43 3.20 0.46 High Infla tion P.ate means lower earnings in terms o f  real return in investment. 

Thailand's in flation rate is 6 percent w h ile Indonesia's in flation rate is 6.4 percent and 

Malaysia is 4 percent. Indonesia has the highest inflation rate compared to 

Thailand and Malaysia.



F i g u r e  4 . 9  ( C o n t i n u e d  )
SWOT Analysis of the Threats in the Economy for the Semiconductor Industry

Threats Thailand Malaysia Indonesia Comments

Economy Weight Rate พ /ร Rate พ /ร Rate พ /ร

Unemployment Rate 0.143 3.50 0.50 The Unemployment Rate o f  Malaysia is the lowest (less than one percent) compared to 

Thailand and Indonesia due to the shortage o f  labor supply in Malaysia. As result, 

Malaysia's wages are higher than both Thailand and Indonesia. This result w ill be 

a threat to Malaysia because FDIs who look fo r the cheaper cost o f  labor.

Government

Investment

0.143 0 0 0 0.00 Government Investment has shown in the opportunity side.

Exchange Rate 0.143 The exchange rate has shown in the opportunity side

Total 1.00 0.86 0.50 1.36 Indonesia has more threat in  terms o f  the economic determinants followed by Thailand 

and Malaysia.

SW OT analysis is measure by 5 scale point. For threats, 1 means least threats, 5 means most threats. 

Source: International Financial Statistic, November 1997.



F i g u r e  4 . 1 0
SWOT Analysis of the Social Opportunities for the Semiconductor Industry

Opportunities Thailand Malaysia Indonesia Comments

Social W eight Rate พ /ร Rate พ /ร Rate พ /ร

Lifestyle Changes 0.16 3 0.48 3.2 0.512 2.8 0.448 Today is the age o f  w orld  inform ation technology, which applies for Thailand, Indonesia, 

and Malaysia. The peoples lifestyes have become much more comfortable 

because o f  the advances o f  modem technology.

Education 0.28 0 3.4 0.952 0 Under the Malaysian Education system, free school is provided and goverment assisted. 

A lso in 1997, the Fereral budget allocated RM  10,197m. for educational purposes.

Language Literacy 0.28 0 4 1.12 0 The o ffic ia l language is Bahasa Malaysian based on M alay; however, English is also 

w ide ly  used because Malaysia used to be under British protection.

Technology 0.28 0 0 0 0 0 0 These three countries did not develops their own technology, thus techology is 

a threat rather than opporyunity for them.

Total 1 0.48 2.58 0.45 Malaysia has better opportunities in terms o f  social factors in investment o f  the 

semiconductor industry. The second isThailand, followed by Indonesia.

Reference: The Europa W orld Year Book 1997, V o l 1



F i g u r e  4 .1 1
SWOT Analysis of the Social Threats for the Semiconductor Industry

Threats Thailand Malaysia Indonesia Comments

Social Weight Rate พ /ร Rate พ /ร Rate พ /ร

Lifestyle Changes 0.16 0 0 0 0 0 0 Lifestyle Changes o f  the people in the three countries are not ท ! eats so Lifeststyle Change 

has been put into the O pportunity side.

Education 0.28 2.8 0.784 0 0 3 0.84 W hile the Malaysian government spent 24.6 percent o f  their budget on education, 

Indonesia spent on ly 10 percent. A lso Indonesian schooling is not provided fo r low 

income households. Thailand's education is o ffic ia lly  compulsory for six years, to be 

undertaken between the ages o f  6 and 11 years w h ile Malaysia's is 6 and 18 years.

Language Literacy 0.28 3 0.84 0 0 3 0.84 The o ffic ia l languages o f  both Indonesia and Malaysia are Bahasa, and Thai fo r Thailand. 

English is not w ide ly  used w ith in  both countries, Indonesia and Thailand.

Language Literacy o f  Thailand and Indonesia is counted as a threat for the IC  industry.

Technology 0.28 3 0.84 2.5 0.7 3.5 0.98 Technology is one o f  the key factors o f  the semiconductor industry or it can be said that 

the IC  industry is technology intensive. Being developing countries, Thailand, 

Malaysia, and Indonesia are not competitive in IC  technological. Especially 

Indonesia has the most Threat in Technology due to the rare support o f the R & D  

o f  the country's industry, fo llowed by Thailand and Malaysia

Total 1 2.46 0.70 2.66 Indonesia has the most threats in terms o f SWOT rating in social sectors, followed by 

Thailand and M a lays ia .

Reference: The Europa W orld Year Book 1997, V o l 1



F i g u r e  4 . 1 2
SWOT Analysis of Political Opportunities for the Semiconductor Industry

Opportunities Thailand Malaysia Indonesia Comments

Political W eight Rate พ /ร Rate พ /ร Rate พ /ร

Govt. Regulation 0.35 3 1.05 4.5 1.58 0 0 The Goverment Regulation o f  Malaysia is w e ll supportive o f  the semicondustor industry 

by considering the attractive policies, M ID A , PSDC which have mentioned earlier, 

and followed by Thailand, BO I, NECT, and etc. Indonesia GR. is on the Threat side.

Political 0.2 0 0 3.8 0.76 0 0 The Political situation in Malaysia is very strong because Malaysia has a

charismatic leader. He has created an effective po licy and framework in order to bring

Malaysia to be up front.Thailand's and Indonesia's po litica l situation are on the Threat side.

Stability 0.25 0 0 4 1.00 4.2 1.05 In terms o f  stability, Malaysia's, Prime M inister, Dr. M ahathir Mohamed, has been serving 

fo r up to 20 years, and President Suharto o f  Indonesia has been serving for up to 30 years. 

Both countries could create more consistent policies. Thailand is on the Threat side.

Relation Among 

Trading Partners

0.2 2.8 0.56 2.5 0.50 2 0.4 Thailand, Indonesia, and Malaysia have a good relationship among their trading partners 

because those mentioned countries are under APEC, A FTA , and A S IA N  which have 

driven to trade liberlization.

Total 1 1.61 3.84 1.45 Malaysia has a very good oppotunity in terms o f  Political factor. Malaysia's 

politics is stronger compared to other countries like Thailand and Indonesia.

References: The Indonesian Embassy in Thailand

The Malaysian Embassy in Thailand 

The M in is try  o f  Foreign A ffa irs



F i g u r e  4 .1 3
SWOT Analysis of Political Threats for the Semiconductor Industry

Threats Thailand Malaysia Indonesia Comments

Political W eight Rate พ /ร Rate พ /ร Rate พ /ร

Govt. Regulation 0.35 0 0 0 0.00 3.8 1.33 Indonesia does not have attractive regulations in order to attract 

semicondustor investment from  foreign investors. Moreover, most o f  Indonesia's 

markets are monopolies.

Political 0.2 2.5 0.5 0 0.00 2.8 0.56 Thailand's and Indonesia's politics are not stable. The parliament have oftenly been 

dissolved in Thailand. Indonesia's politics is bu ilt based on one man holding 

everything. The Indonesia Goverment has a monopolys over the industry.

Stability 0.25 3 0.75 0 0.00 0.00 Thailand's frequent dissolution o f  parliament lead to 

the views o f  instability in terms o f  inconsist po licy

Relation Am ong 

Trading Partners

0.2 0 0 0 0.00 0 0

Total 1 1.25 0.00 1.89 The Political situation in indonesia is the most threating among the three countries. 

Indonesia does not show politica l stability. Thailand has less threat in the po litica l factor.

References: The Indonesian Embassy in Thailand 

The Malaysian Embassy in Thailand 

The M in is try  o f  Foreign Affa irs

NJ
CO
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Table 4.2
T h e  S u m m a r y  o f  th e  E x te r n a l  A n a ly s i s  T o w a r d  I n v e s tm e n t  in  T h e

S e m ic o n d u c to r  In d u s try

Factors

Thailand M alaysia Indonesia
พ R พ/ร R พ/ร R พ/ร

Econom ic 0.40 3 1.2 3.5 1.4 2.5 1.00

Social 0.20 2.5 0.5 4 0.8 2 0.4

Political 0.40 2.5 1 4 1.6 2 0.80

Total 1 2.70 3.80 2.20

This external indicators has weighted followed from Schneider. Friedrich, and Frey, Bmo “Economic and Political Determinants of Foreign Direct Investment”
In World Development Vol. 13 No.2 (1985): 161-175.

Table 4.2 is a sum m ary o f  opportunities and threats analysis to see the total 
p icture o f  the environm ent o f  the external factors and taking those into consideration  
o f  the im portant o f  each factor by assigning the w eight in the first colum n. From  the 
Sum m ary o f  External E nvironm ent A nalysis , Thailand show s a score o f  2.70 points 
in external analysis w hich indicates that Thailand is on in the strong side o f  external 
opportunities, especially  econom ic, but Thailand has a political threat tow ard the 
investm ent in the sem iconductor industry. H ow ever, T hailand’s external environm ent 
score o f  2.70 is considered to be a stable level for the industry ’s external environm ent 
analysis.

Second, M alaysia show ed the score o f  3.80 in external analysis. M alaysia has an 
excellent external environm ent due to the well supported econom ic, social, and 
political indicators.
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Finally, Indonesia show ed only 2.20 points in the sum m ary o f  external analysis 
in the sem iconductor industry. For this reason, Indonesia has the least opportunities 
for investm ent in the sem iconductor industry due to the external environm ent. 
Indonesia has lost its opportunities due to econom ic and political reasons. Thus, 
Indonesia has no com petitive advantage tow ard the investm ent opportunities in the 
sem iconductor industry.

Conclusion
Even though T hailand and M alaysia have com parative advantages over the 

sem iconductor industry  according to the RCA index, the com petitiveness o f  this 
industry  occurs only  in M alaysia. N either Thailand nor Indonesia have com petitive 
d isadvantages tow ards the industry.

The com petitive advantage occurs only in M alaysia due to both intern analysis, 
factor conditions o f  SW O T analysis and factor dem and conditions supportive 
industry, strategy o f  the firm s, together w ith chance and governm ent roles and 
external environm ent, econom y, political, social, o f  the “D iam ond M odel” . A lso, the 
M alaysian governm ent provides real support to the industry  w ith  attractive policies 
and fram ew ork and non-profit organizations have been set up for the particular 
industry  as m entioned earlier. M alaysia has the b iggest m arket share in the IC 
industry am ong A sian countries because M alaysia has the strongest governm ent 
policies, and the best infrastructure instrum ents, and internal and external 
environm ent. For exam ple, M alaysia has higher labor costs due to the shortage o f 
labor, but M alaysia has, in substitu tion, upgraded its labor skills. M alaysia knows 
how to m inim ize its w eaknesses and m axim ize its strengths for this particular 
industry.
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O n the o ther hand, the Thai sem iconductor industry does have less com petitive 
advantage com pared to M alaysia. The Thai governm ent seem s to have attractive 
packages for overall industries and electronic industries but not specifically  for the IC 
industry. Thailand does not have particular R&D for the IC industry. B ecause the 
speed o f  technology innovation in this industry  is fast, the IC industry  needs specific 
R esearch and D evelopm ent in order to develop its own technology. N ot only does 
Thailand have few  internal strengths, but also it has several environm ental 
constraints in the prom otion o f  the sem iconductor industry. Thailand does not have 
the effective strategies to m inim ize internal w eaknesses and m axim ize strengths. 
Thailand should choose appropriate strategic policy instrum ents and use them  w hen 
necessary.

In contrast, Indonesia’s sem iconductor industry is still far back behind both 
M alaysia and Thailand in term s o f  com parative and com petitive advantages. The 
Indonesian governm ent has no aim  to prom ote the developm ent o f  the sem iconductor 
industry. Indonesia does have a good background in developing the industry  and has 
a good track record in econom y o f  scale, but w ithout attractive governm ent policies, 
this industry  does not have the ability to develop itself.

In adapting to the age o f  technology, a particular country m ust find its ow n path. 
Each nation is seeking both political and econom ic indigence, and this takes a variety 
o f  routes, given the diverse backgrounds and conditions o f  the various developing 
countries, that include Thailand, M alaysia, and Indonesia. H ow ever, each developing 
nations desires the ability  to m ake and im plem ent rational decisions concerning 
developm ent, using all the science and technology available for them. In particular, 
those m entioned countries m ay have to rely on FDI for both capital and technology
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capability. As developing  countries, they m ust ensure that certain  requisites are met. 
These include an adequate and efficient infrastructure, a sk illed  and trainable w ork 
force, fiscal and financial incentives, and governm ent support. It is also necessary for 
the governm ent to develop various plans, including the establishm ent o f  export zones, 
IC industrial com plexes, and preferential duty or tax system s.
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