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Executive Summary

1. Introduction

After the economic crisis in 1997, service sector became the main mechanism to restore
the national economy. The service sector has shared around half of the Gross Domestic Products
(GDP). The sectors which have the highest contribution to the national income are Wholesale-retail
trade, Transport, storage and communication, and Hotel and restaurant. The significance of service
sector is reflected in the Tenth National Economic and Social Development Plan, which set out a
plan to reform the service sector structure in order to develop the competitiveness of Thailand in
potential service sectors. Based on knowledge and national identity, the Plan aims to expand
production base, investment, and market to the regional level, as well as to the world’s market in
order to establish service sector as the country’s main income source. Therefore, the Office of
National Economic and Social Development Board (NESDB), in collaboration with the Thailand
Development Research Institute (TDRI), launched a research project on designing a strategy to
develop the national service sector in order to have a guideline to efficiently restructure service

sector as set in the Tenth Plan.

This report can be divided into two parts. The first part is the strategy formation for service
sector development, of which content covers the definition of service sector, an assessment of
efficiency and competitiveness of service sector, an assessment of factors in service sector
development, the national strategy for service sector development, the criteria in selecting three
potential service sectors, and strategies for each selected sectors. The second part is the Appendix
which contains a comparison between each method of service sector classification, methods to
calculate value adds, input-output in service production, the appendixes of Thailand’s 12 service
sectors, and summary of public opinions on the proposed national strategy for service sector
development, as well as strategies for selected sectors namely Telecommunication, Construction,

and Healthcare.
2. Definition of Service Sector

2.1 Classification methods

The United Nations Statistical Commission approves three classification methods, which
are different in terms of usage. The first method is the UN Central Product Classification (CPC). It is

the most detailed classification method to collect data on service sector, though not as
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comprehensive as the HS code system of international trade in goods. The second method is the
International Standard Industrial Classification of All Economic Activities (ISIC), of which purpose is
to formulate GDP account. The third one is Balance of Payment (BOP), which is done by the
International Monetary Fund (IMF) for the purpose of collecting data and statistics on international

trade.

Moreover, there is another method created by the World Trade Organization (WTO)
namely General Agreement on Trade in Services (GATS), which is used in international trade in
services negotiation. It classifies service trade into four types; Mode 1 (Cross Border Supply), Mode
2 (Consumption Abroad), Mode 3 (Commercial Presence), and Mode 4 (Movement of Natural

Person).

The classification in GATS is divided according to the “rules and regulations” relating to
each service sector. Therefore, it is less detailed than the ISIC which is made for formulating GDP
because some of the rules and regulations such as the laws of foreign investment or alien
employment do not go in detail in sub-sector level. However, GATS is considered to be more
detailed than the BOP since GATS also focuses not only on the service that is tradable in

international currency, but also services traded under Mode 4 (Movement of Natural Person).

Although each classification method is different, all of them can be referred to the CPC

code system which is the most comprehensive service sector classification.
2.2 Classification methods used in Thailand and other countries

Thailand uses all universal classification methods described above; CPC, ISIC, BOP,
and GATS. Moreover, Thailand invented her own classification method called TSIC Code which is
equivalent to ISIC revision 3. Since many countries have updated to ISIC revision 4, some data
shown in TSIC cannot be compared with other countries. Nowadays the database in TSIC system
is used to formulate the GDP by the National Economic and Social Development Board (NESDB).

The GDP account is displayed in two groups; agriculture and non-agriculture.

The GDP display formats in India, Vietnam, Japan, Taiwan, the United States, Australia
and Thailand are similar in most service sectors — especially in those major sectors—, but might be
different in terms of their methods of detail clarification in some sectors such as Electricity, gas, and
water, Wholesale-retail, and Construction. Some sectors are displayed distinctively different from
Thailand. For example Vietnam, Taiwan, and the U.S. include Scientific and technical service into
Professional service sector. This is because each country has different potential sector. For
instance, the U.S. is expertise in Professional and information services; therefore, the country

clearly displays data about the sector in the GDP account.
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2.3 Scope of service sector and classification methods that are suitable for Thailand

a) Guideline to identify the scope of service sector in Thailand

Thailand should update her TSIC system to be equivalent to ISIC revision 4 for

the better comparison with other countries. Moreover the GDP display format should consider the

following points

Sectors that are important to the Thai economy and society, which contribute
high value added, but are integrated into one sector such as Wholesale-retail
trade sector, Transport, storage and communication sector, and Hotel and
restaurant sector should be displayed in more detailed and be separated into
individual sector for the better reflection on the Thai economy.

Sectors that have had high growth rate during the last few decades like Other
community, social and personal service activities sector, which has an
average growth of 8 % during the last 10 years, but could not be identified
which sector generated such high growth, should be disintegrated into more
details.

Sectors that reflect the national strategy in the long term such as Healthcare
sector, which is in accordance with the strategy to develop Thailand into the
Medical Hub, should separate incomes generated from public hospitals and
private hospitals in order to identify the success of the strategy.

Sectors that have high volume in international trade such as
Telecommunication, Software, Business services, and consulting service

should be highlighted because they are very competitive.

b) Guideline to collect service sector data

Data collection should start by using ISIC Code system, which will make
Thai service data comparable to those of other countries and other service

sector classification methods.

Improve ISIC to be in accordance with the Thai economy such as: (1)
collecting as much detail as possible, (2) using at least 2-digit ISIC, and (3)
improving service activity code to conform to the economic structure by
disintegrating the code along production structure, or adding/grouping

some activities into the same digit.
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c) Guideline to survey service sector

® Give importance to service sector survey by granting adequate survey

budget.

® Adjust some service activities in GDP account to be accordance with the

Input-Output Table (I/O Table).

® Separate value added of services from goods; for example, extract the cost

of after-sale service out of the cost of computer.
2.4 Suggestion for developing service sector data collection system

Real value added is an important factor in measuring economic activity in
manufacturing sector. It can be calculated from the increasing value of product in each production
process, from acquiring raw material to finished goods ready for consumption. Collecting and
calculating real value added of service is generally complicated since there are many intangible

factors of production involved.

Each country has different method of calculating real value added, depending on the
industrial structure in each country and type of data. The processes of calculating are: (1) select the
numbers of indicators to be used in calculation, either double indicator method or single indicator
method, (2) select the type of data, either output-related indicator or input-related indicator, and (3)
select the calculation method, either extrapolation or deflation, and the type of variable on which the

indicators are based.

Real value added in some service sectors cannot be easily calculated at constant price
because the product is unclear, or is outside the market. In this case, special calculation method is
needed; for instance, to calculate value added in the financial intermediate sector we need the

outcomes of banks, which can be evaluated from the assets and debts of the banks.

In Thailand, value added in service sector is calculated by the National Account Office,
NESDB. The calculation methods are divided according to the numbers of indicators. Double
indicator methods are used to adjust the value of final products and intermediate goods at current
price as the base year, and then find the difference (value added) in constant price. Double
indicator methods are suitable for major service sectors and sectors that have detailed data about
final and intermediate products such as Hotel and restaurant sector, Transport, storage and
communication sector, and Education sector. Single indicator methods are used to convert annual

value added in current price into constant price directly. Sectors that are difficult to calculate and
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government sectors such as Public administration and defense, Water transport, and Repair of

motor vehicles usually use single indicator methods.

In conclusion, Thailand should set the scope of service sector by considering service
sectors that are significant to the economy and society, sectors that have high growth, sectors that
reflect long-termed national strategy, and sectors that have high volume in international trade. To
improve data collection process, ISIC Code needs to be adjust to conform to the Thai economy, the
survey budget should be increased, the service activities listed in GDP account should be adjust to
match those in 1/0O Table, and value added of service should be separate from value added of
goods. Finally, using data that can reflect the real value added is inevitable important to data

collection development.

3. An assessment of the efficiency and competitiveness of service sector

3.1 The role of service sector in economic development

In general, there is a positive correlation between service sector and development as a
result of: (1) many services such as computer, logistics and finance are derived demand services.
These service sectors support industrial sector; therefore, they tend to grow along with the industrial
sector, (2) people tend to have more demand for consumer goods such as education, tourism, and
telecommunication when they earn more income, and (3) the changing structure of population leads

to an expansion of some services such as Healthcare service and Nursing home for the elderly.

Many scholars argued that that productivity in service sector expanded slower than
productivity in industrial sector. Therefore, country with high expansion rate in service sector would
have low rate of productivity in the overall economy since service is labor-intensive activity, for
example, Healthcare service, Social service, and Educational service. This limits the opportunity to
develop and improve productivity. At the same time, manufacturing sector has been using
technology in production process in order to save cost and increase the amount of products. It
should be noted that if the expansion of service sector generated from growth in service sectors
that have improved their production quality and are technology-intensive like Telecommunication,

Transport, and Financial intermediation, the productivity of overall economy should increase as well.

Nevertheless, data and methods used in calculating productivity might have some flaws
because of at least four reasons: (1) employment rate in service sector could be overestimated
because a number of service works is mostly part-time. Therefore, using employment rate might
render productivity to be lower than reality, (2) the service that is intermediate product in goods

production process is possibly underestimated. This is because many of them, for example,
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financial service, repair service, or after-sale service are intangible, (3) the real value added of
service might be inaccurate because the feature and quality of service have been often adjusted.
Therefore, it is difficult to identify whether the increased price is the result of improvement in feature
and quality of service, or just simply the cost of providing service itself, and (4) the productivity of
overall service sector might be lower than reality because services related to manufacturing often

have underestimated production amount. Such sectors rarely have improvement in productivity.
3.2 Development in economic structure adjustment: Experiences from other countries

During the first stage of economic development, almost every country began from
agricultural sector, and then evolved to an advanced sector which contributed higher value added
like manufacturing sector and service sector respectively. This depends on the efficiency, readiness,
and economic development policy in each particular country. For example, the expansion rate of
service sector in developing countries like China, Vietnam, and Taiwan has positive correlation with
the expansion rate of manufacturing sector. This due to the fact that service sector in these
countries has an important role in supporting manufacturing industry, which is the main driving
mechanism for economic development. On the other hand, service sectors in developed countries
like the U.S., Australia, and Japan are significantly larger than manufacturing sectors, and contribute
highest value added to the economies. The examples of such services are financial and information
services in the U.S., and real estates service in Japan. Lastly, India is considered to be distinct from
the first two groups since the country has exported a high number of services. Therefore, the Indian
service sector has no relation with the expansion in manufacturing sector or domestic demand, but
the advance in Information Technology (IT). Consequently, India became the world’s leading

outsourcer.
3.3 The role of service sector in economic structure adjustment in Thailand
3.3.1 Changes in the national economic structure

Studying the relation between the national income and the proportion of
income from service sector in Thailand during the past 20 years, it is found that service sector had
had the highest share until the year 1997. Afterward, the share of service sector dropped
continuously when comparing to the share of manufacturing sector. Each year the growth rates of
service sector and manufacturing sector usually turn to the same direction. This is because
expanding manufacturing sector needs various types of services such as financial service, transport

service, and telecommunication service.

Despite having decreased share in GDP, service sector have had higher

employment rate during the last 10 years. Many laborers entering into service sector are from
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agricultural sector. However, labor productivity in service sector does not increase much. In
contrast, it is lower than the productivity in manufacturing sector, which has been increasing since
the economic crisis in 1997. This is because most of the agricultural laborers coming into service
sector are low-skilled; therefore, the expansion of service sector mostly derives from labor-intensive
sectors such as Wholesale-retail trade sector, Transport sector, Construction sector, and Hotel

sector. As a result, there is no improvement in labor productivity.
3.3.2 Changes in service sector structure

In term of value added, sectors with the most important role are those
supporting the manufacturing sector such as Wholesale-retail trade sector, Transport sector, Real
estate sector, and Financial Intermediation sector. Sectors with highest employment rate are
Activities auxiliary to financial intermediation sector, Real estate sector, and Private construction

sector. All of these sectors have had low labor productivity since 2001 till present.

3.3.3 Linkage between service sector and industrial sector, as well as

service sector itself

Service sectors that are important factors of production in manufacture are
Wholesale trade, Retail trade, and Electricity. At the same time, service sectors that support other
service sectors are Electricity, Wholesale trade, Retail trade, Road freight transport, and Banking
service. Therefore, developing Thai economy needs to promote effective utilization of production
factors as well as reduce the cost of production. This can be done by encouraging competition in
factors of production in service sectors, especially those that have linkage to industrial and service

sectors.
3.3.4 The role of service sector in developing the Thai economy

a) Generating value added to manufacturing and service sectors.
Since Thailand still needs to reply on manufacturing sector to drive the economy, the country
should give priority to service sectors that support the manufacturing sector— especially the
exporting ones since the global market is getting more competitive as a result of free trade— such

as Wholesale-retail trade, and Transport service.

b) Promoting sustainable economic growth. Service sectors that will
increase the national competitiveness in long term are Education, ITC, and other technology-

intensive services.
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c) Attracting foreign investment. Service sectors that attract high
volume of foreign investment are those relating to infrastructures such as Electricity, Water,

Telecommunication, and Transport.

d) Decreasing deficit in balance of service. Tourism is the main source
of income in the Thai balance of service and tends to generate surplus to the service balance.
However, there are many service sectors which have increased deficit during the past 15 years, for
example, Royalties and license fees, Freight, Other transportation, and Construction services. This
reflects a problem in Thai industrial structure which has relied on external technology. To prevent

deficit, therefore, knowledge and innovation have to be upgraded.

e) Improving the people’s life quality. The changing population structure
will increase the roles of Healthcare service and nursing home for the elderly, as well as natural

resource management service.

4. An assessment of factors in service sector development

4.1 Assessing factors in service sectors

Assessing the competitiveness of service sector would help shaping effective framework
for service sector development. By doing this, we can identify internal and external factors whether
they are opportunities or threat to competitiveness development. Internal factors include domestic
infrastructure, ICT usage, human resource, as well as rules and regulations. External factors

concern globalization, trade liberalization, and global market trend.
a) Strengths

Factors that are strengths of Thailand in developing service sector are: (1)
low wages and welfare rates, (2) good relationship between employees and employers, (3) service

minded, (4) low cost of living, and (5) Nice living environment and tourist attractions.
b) Weaknesses

Factors that are weaknesses to service sector are: (1) unavailable and
expensive infrastructures such as telecommunication system, (2) insufficient labours with language
and technology skills, as well as low labour productivity in service sector, (3) uncertain government’s
promotion policy, (4) political instability, (5) corruption, and (6) rules and regulations that hamper

foreign investment.
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c) Opportunities

Opportunities for Thailand to develop service sectors include: (1) advance in
telecommunication and transport technology encourage cross-border trade in services, (2) changing
population structure compels Thailand to develop more value-added service sectors and healthcare-
related services to support the elderly (3) geographical advantage as the centre of Southeast Asia
facilitates Thailand in exporting services to the neighbouring countries (4) Economic growth in the

neighbouring countries present great business opportunity for the Thai entrepreneurs.
d) Threats

Changing external environment presents following threats to Thailand: (1)
advanced ICT industry in developed countries makes developing countries, including Thailand,
disadvantaged to compete in service sector as they have to invest in high technology and high-
skilled labour (2) trade liberalization in multilateral, regional, and bilateral stages increases
competition among developing countries (3) volatile oil price affects businesses, especially those in
transport, and (4) economic crisis decreases demands in goods and services, as well as confidence

among investors.

4.2 Assessing factors that support and obstruct the development of sectoral service

industries

Factors that are obstacles in policy level comprise of: (1) insufficient data about
demand, supply, and business management of entrepreneur hinder the government from
formulating service policy that conform with market situation, (2) uncertain policy effects private
sector in planning for their business, and (3) unsatisfactory support from the government in
developing skilled labor that would increase the competitiveness in service sector, especially those

relating to financial, language, and ICT.

Obstacles in terms of state rules and regulations include: (1) rules and regulations that
increase cost for entrepreneurs, has no clear principle, or does not persuade business conduct
such as the rule that stipulate real estate developers to submit the Environment Impact Assessment
(EIA) report before establishing an industrial estate, or the fixed rate in land-lined telephone, (2)
barriers in foreign investment and labor prevent the transfer of technology that can be used to
develop the country, and (3) the lack of laws or enforcement in some businesses such as transport

services as well as consumer protection.

Moreover, Thai entrepreneurs still have to face barriers in infrastructures, which are: (1)

the size of entrepreneurs in some services, such as construction and financial, is too small to
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compete in the global market, (2) the lack of high-skilled labor such as doctor and financial expert,
(3) market structure dominated by the government sector like rail and electricity services, and (4)

outdated ICT technology and ineffective management system

Supporting factors or strengths of Thai service sector that will provide opportunities to
increase the level of competitiveness are: (1) acquaintance with domestic consumers and those in
neighboring countries, (2) local art, culture, and knowledge constitute uniqueness in business such
as hotel and restaurant businesses, and (3) sufficient supply of semi-skilled labor to create various

services such as construction and transport.
4.3 Critical points in service sector development

After assessing internal and external factors, it is found that there are five critical points
which can be used as a guideline to formulate service sector strategy: (1) clear direction and driving
mechanism need to be assigned, (2) infrastructure development is undeniably important, (3) human
resources need to be equipped with language and ICT skills, continually and systematically, (4) ICT
usage and development should be encouraged in line with Thai service sector situation, and (5)
services that Thailand has potential to compete with other countries need to be promoted to prosper

the national economy and improve life quality among people.

5. The national strategy for service sector development

5.1 Developmental framework

Thailand needs to adjust the economic structure, from replying in labor and raw material
in manufacturing sector to technology-based service sector that generates more creative and value-
added products. Effective business management and high-skilled personals are also important in
intellectual property invention that will lead to the development of unique Thai-styled goods and

services products.

The role of service sector tends to increase its importance in economic development,
while facing uncertain world economy and competition from other developing countries that have
lower wage rates and more available natural resources. Many services directly relate to the people
lives such as healthcare, education, and infrastructure. Therefore, to upgrade the living standard of

the Thai people needs to rely on effective service sector.
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5.2 Vision

Service sector in Thailand has dynamic, bases on Thai identity, attracts foreign
investment, supports the national economic competitiveness, and improves the quality of life among

Thai people.
5.3 Objectives

5.3.1 To increase the competitiveness in both manufacturing and service sectors,
which needs effective service sector to reduce cost of production and generate value-added to

goods and services.

5.3.2 To support the long-termed economic growth, which needs to rely less on
labor-intensive industry and more on value-added creation from knowledge, innovation, and

expertise of personnel.

5.3.3 To attract foreign investment, which is an important factor in creating the

technology-based services and effective management system that meet international standard.

5.3.4 To improve the living standard among people, which is a significant

foundation of the Thai social and economic sustainability.
5.4 Development strategy

5.4.1 Strategy to improve the effectiveness of service sector to increase the
competitiveness in manufacturing and service sectors. Improving the effectiveness of service
sector will help reducing cost and developing competence of manufacturing industry. This is,
therefore, a short-termed strategy that needs to be implemented promptly by the following

measures:

a) Improve the efficiency of basic infrastructure services, for example,
transport, telecommunication and energy sectors.

b) Promote efficiency in government procurement.

c) Encourage invention and usage of intellectual property products to create
value-added goods and services.

d) Improve rules and regulations relating to the public services.

e) Promote good governance in public and private sectors

5.4.2 Strategy to support long-termed economic growth. Thailand needs a
more detailed and accurate database on service sector. At the same time, the economic expansion

in the future has to rely on service sector to increase the national competitiveness such as ICT
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service, research and development service, and service relating to high-skilled labour development.

This strategy has six measures as followed:

a)

Develop database that links the information between service and
industrial sectors.

Promote research and development as well as innovation creation.
Encourage ICT in business.

Develop high-skilled labour to serve the growing service sector.

Promote investment in new service sectors that Thailand has potential at
present and in the future.

Support the expansion of business services into neighbouring countries

and other countries in the region.

5.4.3 Strategy to afttract foreign investment and promote domestic investment. In

the past, Thailand had faced high level of competition for foreign investment from other developing

countries, which became more opened to foreign businesses. Therefore, Thailand has to improve

the competitiveness in order to attract foreign investment to the country. At the same time, domestic

investment is also important in stimulating the economy. For these reasons, the following measures

need to be delivered:

a

O

(¢

)
)
)
d)

Amend state’s rules and regulations.
Develop basic infrastructure services.
Distribute information about doing business in Thailand.

Improve the quality and standard of goods and services in the country.

5.4.4 Strategy to develop service sector in order to improve living quality

among the people. The change in population structure pushes Thailand to accelerate the

development in healthcare service and service relating to the elderly, as well as education service

to improve the proficiency of the future labor force. Other services that relate to daily life also need

to be improved. This strategy can be implemented by the following measures:

Promote development in healthcare service to serve the elderly.

Promote development in education service to improve the competence of
the people.

Improve effectiveness of basic infrastructures to reduce the living cost.

Encourage development in services relating to the environment.
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5.5 Driving mechanism

At present, the overall service sector in Thailand still has no central agency that is
responsible for administration and promotion role. Moreover, some sectors have no administrative
body at all. Therefore, to keep the service sector driving in the future needs an improvement in the

mechanism to be more effective.

5.5.1 Although many service sectors have administrative agency to supervise the
sectors, they have no agency to take the promotion role. Some have considerably high potential,
but have no organization in charge such as construction and architecture, as well as motion picture
production. Therefore, promotion role for each service sector should be assigned to each particular
agency.

5.5.2 The service sectors that are currently under supervision of many different
governmental agencies should consider combining similar businesses to be monitored by the same
bureau.

5.5.3 Any service sector that has no development strategy should set up a
committee to draft its strategy and a clear set of guidelines.

554 The government should consider adjusting structures of relevant
committees, which should comprise of private sector and academic. In addition, the committee
selection procedure should also be transparent, and acceptable among the business services.

55,5 The NESDB should be the central administrative agency of the overall
service sector development strategy by appointing a sub-committee responsible for designing each
service sector strategic plan, evaluating the performance, monitoring and analyzing the

development of the service sector.

6. The criteria in selecting potential service sectors

Apart from analyzing the competitiveness of overall service sector in Thailand, this study
also assesses the competitiveness of each 12 service sector, of which the full content can be found
in Appendix 4-14. We then select service sectors that have potentiality to compete in order to

formulate a strategy for each sector by using following criteria.
6.1 Contribution to value added

The service sectors that contribute the highest real value added to GDP in 2008 were
Wholesale-retail trade (28.34%), Transport and communication (20.20%), Real estates (7.76%),

Financial intermediation (7.60%), and Hotels and restaurants (7.51%).
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6.2 Labor employment rate

In 2008 the service sectors that have highest employment rate were Wholesale-retail
trade (5.7 million persons), Hotels and restaurants (2.3 million persons), Construction (2.2 million
persons), while service sectors with the highest growth in employment during the past 10 years
were Healthcare service (5.9%), Real estate (5.5%), and Other community, social and personal

service activities (4.9%).
6.3 Linkage to industrial and service sectors

According to the Input-Output Table released in 2000, the service sectors with
significant forward and backward linkages to industrial and service sectors were Healthcare,

Electricity, Telecommunication, and Financial services.
6.4 Earning income from foreign market

The service sectors that are often exported or serve foreigners are considered to be
very important to the Thai economy because they can earn, or even increase, income to the

country. Such sectors include Construction, Telecommunication, and Healthcare services.
6.5 Absence of supervisory body

Services sector to which the government should give more importance is sector that

has no supervisory agency such as Construction and Real estate.
6.6 Absence of strategy

Construction, Real estates, and Wholesale-retail trade sectors still have no national

strategy to guide sectoral development.
6.7 Promote the quality of life among the people

Electricity, gas and water supply, Construction, Real estate, Education, and Healthcare
services can help improving the quality of life among Thai people, as well as develop competency

of the national human resources.
6.8 Private sector participation

The service sectors that should increase the level of participation from private sector are
electricity service. Until present, the electricity system in Thailand has been monopolized by a state-
owned enterprise (SOE) which results in the low level of competition in the market.

Telecommunication sector has also faced a deadlock in licensing 3G network. Sectors that serve
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foreigners like health and education services should also bring more participation from private

actors.
6.9 Technology usage

The service sector that use advanced technology in generating value added or
developing the business competitiveness is Telecommunication, which becomes tradable across
borders because of technology. Healthcare sector also adopt new technology in treatment methods

and online medical consultancy.

Considering all these factors, there are three service sectors have potentiality to
develop and expand the production and service base, as well as become the main income source
of the nation in the future. Such service sectors are Construction, Telecommunication, and

Healthcare.

7. Strategy for Telecommunication sector

7.1 Overall situation

Telecommunication is a subsector in the Transport, storage and communication sector
under the National Income Account. Telecommunication service in Thailand is considered to be
very important to the national economy. During 1999-2007 the sector has had growth in its value
added around 7.26%, and tended to keep growing each year. In 2007, Telecommunication sector

generated value added around 159,000 million Baht, accounting for 3.74% of the GDP.

The market structure of Telecommunication sector is varied across the nature of
services. The fixed line service has two SOEs, TOT Public Company Limited (TOT) and CAT
Telecom Public Company (CAT). Private concessionaires from TOT are TRUE Corporation, which
operates within the area of Greater Bangkok, and TT&T Public Company Limited, which operates in

the provincial areas.

The mobile telephone service has six service providers, ADVANCED INFO SERVICE
PLC (AIS), TRUE Corporation (True Move), Digital Phone Company (DPC), Hutchison CAT
Wireless Multimedia Ltd. (HUTCH), and Thai Mobile. In terms of market share, AIS, the only
concessionaire under TOT, has the largest share, while DTAC and True Move — concessionaires
under CAT — also have major shares in the market. The other small companies are under CAT

administration.

Internet service has 95 providers in February 2009. The three largest players are those

in fixed line market namely TOT, TT&T, and True Internet.
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Telecommunication sector seems to have continuous growth along with the global
demand, especially mobile phone and high-speed internet which have had an increased numbers of

subscribers each year, while the fixed line service has rather stable expansion rate.

In Thailand, Telecommunication service is currently under the supervision of the
National Telecommunication Commission (NTC). The NTC is responsible for the policy and master
plan formulation, and regulates licenses for telecommunication business. Therefore, the NTC is

considered to have an important role in developing Telecommunication service in Thailand.

In the future, Telecommunication sector in tends to have more various kinds of services
and higher level of technology involvement. For example, wireless internet can help reduce cost
and expand market for business. The most crucial factor to the future of Telecommunication sector

is undeniably good governance from the government and the NTC.
7.2 Evaluating the competitiveness of Telecommunication sector

Evaluating competitiveness of Telecommunication sector by comparing the overall
infrastructures in Thailand and other countries, it is found that the social, economic, political, and
legal infrastructures in Thailand still need more development. Moreover, technology usage in the
country is also considerably low comparing to other countries in the regional like Japan, Singapore,

Taiwan, and Malaysia.

Strengths in the Thai Telecommunication service comprise of (1) the NTC
administration which generate high level of competition in the market from its generous licensing

regime, and (2) the competitive business condition and structure that contribute to low service rate.

Weaknesses are (1) policy/role of the government, especially in term of contract
between the SOE and private operator, (2) the performance of supervisory body such as delay in
3G authorization, and (3) the unavailability of business infrastructures like the shortage of ICT

skilled personnel.

The opportunities to develop Telecommunication service come from (1) the change in
ICT service renders more investment in Telecommunication market, and (2) the growing economies
in neighboring countries provides prospect for Thai entrepreneurs to expand their business.
However, these opportunities can become significant threats to the Telecommunication sector in
Thailand. In other words, the swift change in technology can cause investment risk, and the

prospering neighbors might attract more foreign investment outward Thailand.
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7.3 Vision

Telecommunication sector in Thailand will be efficient, provide equal service over the

country, and become the centre of Telecommunication service in the Southeast Asian region.

7.4 Development strategy

7.4.1

Strategy to improve the effectiveness of Telecommunication services

to increase the competitiveness of industrial and service sectors

7.4.2

7.4.3

a)

Develop the database of Telecommunication service as the source for
planning an effective and appropriate development approach, starting
with separating Telecommunication sector out of Transport.

Promote competition in Telecommunication service, both wire line and
wireless.

Develop the service to be various in order to create value added and
reduce cost of production such as online business.

Amend rules and regulations that obstruct the development in
Telecommunication such as concession regime, access charge, and

right of way.

Strategy to support the long-termed economic growth

Encourage sufficient and modern infrastructures like 3G network.
Promote Telecommunication business expansion to neighboring
countries and other countries in the region.

Support skills training in Telecommunication technology to serve the
sector development.

Encourage ICT usage with the government as the main mechanism, for

example, e-revenue and e-auction.

Strategy to attract foreign investment

a)

Develop infrastructures in Telecommunication service to cover
nationwide and up-to-date.
Promote investment in the sector, especially in the business that needs

rapid technology change.
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7.4.4 Strategy to improve the quality of life among people

a) Support the accessibility to Telecommunication services; for instance,
develop more content in Thai language.

b) Protect the consumer’s rights such as developing an appeal process.

c) Support the Telecommunication service to be equally provided all over

the country.
7.5 Driving mechanism

7.5.1 The NTC should be the main mechanism in driving Telecommunication
strategy by promptly issuing rules and regulations relating to Telecommunication service; for
example, licensing 3G and collecting data from operators to create database for future analysis and

policy formulation.

7.5.2 The government should issue policy that supports the Telecommunication

sector; for example, positing TOT and CAT to be either operator or regulator.
8. Strategy for Construction sector

8.1 Overall situation

According to the National Income Account, Construction service means the newly
constructed, adapted, attached, and fixed construction, including those that are buildings and no
building such as road and dam. It also includes smoothen area for construction, installing
appliances such as elevator, air-conditioner, and furniture in the building, as well as contract out
and own accounts activities. This report also covers designing and construction supervising

services.

Construction industry is considered to be one of the important sources of employment
and income in Thailand. In addition, the sector has a significant role in economic growth. Before the
economic crisis in 1997, Construction sector had had the ratio of valued added per GDP averagely

5.83 % per year. The ratio had then continuously decreased after the crisis, to 2.17% in 2008.

The expansion of Construction industry has positive correlation with the economic
growth. Since the global economy has been in recession during the last few years, the Thai
economy also slowed down. So did the Construction sector of which expansion rate was decrease

to 4.73% in 2008.

The Thai entrepreneurs have high competitiveness within the domestic market.

According to the International Competitive Bidding or ICB for the World Bank projects, it is found

42



that Thai construction companies won every international bidding project in Thailand. Moreover, one
Thai construction company was listed ‘I93rd from 200 construction businesses that have highest

income in 2007 by International Construction magazine.

Nevertheless, the competition in Thai construction market — especially for mage projects
— is protected by the government, in line with the Foreign Business Act 1999. As a result, the Thai
companies failed to receive high technology in construction from foreign companies that had won
biddings for mega projects in the past. The Thai entrepreneurs are then lack of technology literacy
to compete in the international level. This is proofed by the fact that there is no Thai company listed
in the top 200 construction companies that earn income from international projects in 2007 by

Engineering News Record.

Although Thailand still needs many public mega projects, especially in public
transportation system, the political instability during the past few years had suspended many mega
projects valuing 1.7 trillion Baht. This causes irregular, and sometimes lacking, construction work
problem. Other problems include corruptions in government procurement such as preference over
some specific construction companies, preventing some companies from bidding by registering
contractors according to bureaus, the delay in EIA process, and fixing too low median price to gain

qualified works.
8.2 Evaluating the competitiveness of Construction sector

The strengths of Thai Construction sector are the infrastructures/ business structure
which comprises of many distinct skills like designing, as well as low wage rate. On the other hand,
there are many weaknesses including (1) policies and roles of the government which are unclear in
mega projects, (2) state’s rules and regulations that are not transparent and (3) the environment
does not facilitate business; for instance, lack of high technology, insufficient loan, and short of

skilled labor.

Opportunities to develop Construction service is the geographical advantage of locating
near many developing countries such as Lao People’s Democratic Republic and Cambodia, which
have many infrastructure construction projects. At the same time, the threat to development of

Construction sector comes from the current economic recession.
8.3 Vision

Construction sector in Thailand is transparent, supportive to infrastructure development,
has competent entrepreneurs who can absorb high-leveled technology to eventually become

important players in the Asian market.
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8.4 Development strategy

8.4.1 Strategy to develop the Construction industry to be able to create

qualified work, both in public and private sectors

a) Liberalize the bidding for public mega projects.

b) Centralize the public contractor registration to the Comptroller General’s
Department.

c) Specify the median price of construction work to be in accordance with
size and quality in order to have qualified public construction works that
can be finished in time. The price should also conform to the cost of
Construction industry.

d) Solve the problem of delay in the EIA process.

8.4.2 Strategy to make the government procurement transparent and reduce
the chance of corruption so that the public will receive highly qualified goods and services

that are worth for the people’s taxes

a) Amend the Regulations of Office of the Prime Minister on Procurement
B.E. 2535 to reduce technical conditions that hinder competition.

b) Administer procurement agencies to perform according to regulations
concerning procurement such as the period to announce about public
procurement, and time allowed for the entrepreneurs to prepare the
proposal to compete in bidding.

c) Arrange the complaint receiving and considering processes to be free
from intervention by procurement agency and have appropriate

consideration period.

8.4.3 Strategy to increase value added and reduce foreign technology reliance

in the long term

a) Promote transparency and accuracy in public mega projects.

b) Encourage technology transfer from foreign company through mega
projects in order to develop the competitiveness of Thai entrepreneurs.

c) Support the private sector to collaborate in bidding for constructions in
foreign countries through credit grant and other facilitations from

specialized financial institutions.
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d)  Create opportunity for private sector to enter foreign market through
government support.

e)  Support human resource development so that Thailand will have
professionals in construction who are ready to receive technology
from foreign countries and create qualified works with high safety.
This also includes supporting vocational workers to take overseas

projects.
8.5 Driving mechanism

There should be a supervisory agency in a form of national committee, with the Prime
Minister or Deputy Prime Minister acting as the president. The Ministry of Finance can initially be
the secretariat to the president. If it is found that this model was not effective, the permanent
supervisory body could be constituted in other forms. However, the committee should comprise of
representatives from all construction-related parties including public and private sectors, as well as

experts in construction industry.

9. Strategy for Healthcare sector

9.1 Overall situation

The National Income Account defines Healthcare service as institutions providing
medical, dental, and other sanitary treatment and prevention. It also includes hospitals, rehabilitation
centre, health centre, and other similar places. Other medical practitioners like private nurses,

dentists, as well as mobile health centers and scientific labs are under the definition.

According to the National Income Account, the Healthcare and Social Work sector
generated value added of around 168,000 million Baht, accounting for 3.8% of GDP in service trade

or 1.9% of the total GDP.
In Thailand service provider in Healthcare sector can be divided into two major groups:

1) Public medical institution: It has had important role in providing medical services
to the Thai people. This includes of medical centers under supervision of
Ministry of Public Health (around 900 hospitals and 10,000 public health
centers), those under Ministry of Defense, local government, and medical
schools under Ministry of Education.

2) Private medical institution: This consists of around 340 private hospitals, and

16,800 private clinics nationwide. They provide medical services to the Thais
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who are under social security program and those who pay the bill themselves,
including expatriates, permanent residents, tourists, and other foreigners who

enter Thailand for medical purpose (medical tourist).
Healthcare sector in Thailand has been through major change after the government
increasingly expanded public health insurance scheme. At the same time, private hospitals adapted
themselves after the economic crisis in 1997 by focusing on serving foreigners who travel to

Thailand for medical tourism.

Major problems in the Thai Healthcare sector, especially the health insurance scheme,
are the quality and availability of medical personnel. Most people do not equally receive good
medical service. In the realm of service for foreigners, the 2008 economic crisis is likely to have

negative effect to the numbers of medical tourists.

On the other hand, the economic recession might also offer positive effect. Since many
countries have to be carefully spending their budgets, they tend to send their people to receive
medical treatment elsewhere. Moreover, countries with public health insurance attached to
employment like the U.S. will see more unemployed who also lose health insurance. These people
would seek cheap medical treatment in other countries. However, the political riots and instability in
Thailand might affect the decision of foreigners to come to Thailand for medical purpose.

Nevertheless, this could be only a short-termed problem.
9.2 Evaluating the competitiveness of Healthcare sector

Strengths of Healthcare service in Thailand mostly come from the environment or
infrastructure to do business such as (1) Thailand is an open country and the world’s important
tourism destination, (2) the private medical institutes are widely approved, (3) the traditional medical
curriculums link with the Western ones, (4) the doctors can serve foreigners, (5) service providers

have service minded, and (6) the fee is comparatively lower than developed countries.

Weaknesses of Healthcare service are (1) the shortage of medical practitioners and
personnel with English language skill, (2) the rapid expansion in healthcare business attracts many
doctors to move into private hospitals, and (3) rules and regulations in both public and private
healthcare sector; for example, some regulations of the Medical Council of Thailand are considered

to obstruct foreign doctors to work in Thailand.

Opportunities to develop the Thai Healthcare service are (1) the medical tourism market
is large and continually expands, (2) governments in some developed countries encourage their

citizens to receive medical treatment overseas to save cost, (3) there is a chance for the market to
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expand during economic crisis, and (4) relating services like spa and elderly home still have

opportunities to grow.

Threats to Healthcare service are (1) the shortage of medical practitioners in public
medical institutes, (2) the increased treatment fees, (3) the uncertain number of foreign customers

which depends on the economic condition, and (4) the domestic conflicts.
9.3 Vision

Thailand will have Healthcare service that has good quality and is equally accessible by
all Thai people, which will result in efficient human resource, increase the national competitiveness,

and attract income to the country.
9.4 Development strategy

9.4.1 Strategy to develop Healthcare sector to improve the quality of life
among Thai people and empower the national human resource in order to increase the

country’s competitiveness

a) Outline clear policies relating to Healthcare service and allow private
sector participation in the policy and strategy making processes.

b) Increase medical practitioners supply to be able to serve good service
to the Thais and foreigners who travel to Thailand for medical

treatment.
9.4.2 Strategy to earn income from Healthcare service

a) Facilitate foreigners in receiving Healthcare service in Thailand; for
example, negotiate with trade partners to allow their citizens to
reimburse the medical bill in Thailand.

b) Support relating services that have potentiality to earn incomes or be
able to expand rapidly such as spa and elderly home.

c) Encourage investment in Healthcare business aboard owned by Thai
people such as making skills qualification standard to be approved

internationally.
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9.5 Driving mechanism

Healthcare issue involves many parties; therefore, to realize and drive a clear and
unified strategy needs to rely on the existing mechanisms such as the National Health Commission
(NHC), the National Health Assembly, the National Economic and Social Advisory Council
(NESAC), Thai Health Promotion Foundation, federations of professions, business associations,
public and private hospitals. State agencies like Ministry of Public Health, Ministry of Commerce,
Ministry of Education, Tourism Authority of Thailand, and the National Economic and Social
Development Board should also involve. Lastly, participation from relating non-governmental

organizations (NGOs) such as Foundations for Consumers is highly recommended.
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